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solving policy issues, solving engineering problems and developing
public acceptance of the proposed plan require time.

The other parts of the board’s budget do not contain any major
changes. The eontract for the AMBAG study of Monterey Bay water
quality problems which the Legislature authorized last session has been
changed from General Fund to bond financing in the current year.
The second year allotment of $130,000 for the study is included in
the 1971-72 budget and financed with bond money. The study is being
integrated into the basinwide plan for the Monterey Bay.

Legislation enacted last session for the regulation of liquid waste
haulers provided for collection of a fee. As of Janunary the sum of
$6,000 had been collected but it does not show in the Governor’s
Budget. None of the money has been expended.

DEPARTMENT OF CORRECTIONS
‘Ttems 216 through 219 irom the

General Fund Vol III p. 31 Budget p. 185
Requested 197172 _______ $106,487,239
Estimated 1970-71 103,929,699
Aectual 1969-70 _ 98,509,635

Requested inerease $2,557,540 (2.5 percent) ,

Total recommended reduction (Item 216) $3,012,000-
‘ ) Auglysis.
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. We recommend that the 1971-72 {nstitutional average daily 482
population be reduced by 1,000 inmates and the budget be re-
duced $3,012,000 for institutional operations.

2. We recommend the projection of parole population be re- 492
computed and any necessary budget increase for paroles be
offset against the reecommended reduetion in institutional care.

3. We recommend that the department determine the degree 495
of court acceptance of its precommitment recommendations.

-4, We recommend that the department review a representative 495
sampling of institutional releases to determine the extent to
which the original reception center inmate program recommenda-
tions were followed and the factors which determined any non-
compliance, :

5. We recommend the department evaluate the effectiveness of 498
the additional eustody positions authorized to reduce the number
and seriousness of escapes and ineidents in institutions and re-
port to the 1972 Legislature.

6. We recommend that legislative consideration be given to 506
excepting legally authorized methadone treatment from the
statutorily ~preseribed freedom from drug use presently re-
quired to be eligible for discharge from the nonfelon addiet
rehabilitation program.
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7. We recommend the department and parole boards give 515
active consideration to expansion of the Short-Term Return Unit
Program. )

8. We recommend the department evaluate the parole ontcome 515
of parolees in the community correctional centers with similar
parolees not in that program.

GENERAL PROGRAM STATEMENT

The Department of Corrections was established in 1944 under the
provisions of Chapter 1, Title 7 commencing with Section 5000 of
the Penal Code. The depaltment succeeded to the powers and duties
of the former Department of Penalogy, the State Board of Prison
Directors and related departments and agencies.

The objectives of the department are to operate a system of correc-
tional institutions for adult felons and nonfelon nareotic addicts pro-
viding secure detention, humane support and correetive treatment; to
provide supervision and treatment of parolee’s released to the com-
munity to finish serving their preseribed terms; and to advise, assist
and consult with other governmental and prlvate agencies and citizens’
groups in programs of erime prevention, criminal justice and re-
habilitation,

To carry out its objectives, the department operates 18 major in-
stitutions, 26 conservation camps, four community correetional centers
and over 50 parole offices. By the department’s estimates these fa-
cilities and services will be nsed by approximately 24,000 adult felons,
3,000 nonfelon drug addicts, and 18,000 parolees in 1971-72,

The department’s central administrative staff is headquartered in
- Bacramento, The Director of Corrections is aided by the advice and
consultation of the Adult Authority, the Women's Board of Terms
and Paroles_and the Narcotic Addict Evaluation Authority,

All adults eonvicted in the superior courts for eriminal offenses and
committed to the custody of the Director of Corrections are sentenced
for an indeterminate period under the law. The commitment to the
state system constitutes a felony conviction and ineareeration is for
the term preseribed by law with limited discretion in the term-fixing
body (Adult Authority for adult males, Women’s Board for adulf
females) to fix and refix the maximum sentence and the extent of
the sentenee to be within an institution and in the community on -
parole. The minimum term of sentence including institution and parole
and the minimum time which must be served in an institution prior to
parole is fixed by law for each offense category. This sentencing method
was established to reduce the substantial diserepancies between sen-
tences for similar offenses which existed when the term of the sentence
was set by the judges and to provide the senteneing authority dis-
eretion within specific bounds to set terms based on judgmental factors.
relating to the nature of the offense, the offender’s background and
his degree of rehabilitation, '

The inmates are usually released from the mst1tut10ns to parole to
eontinue serving their sentence in the eommunity under supervision of
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the parcle organization, Some prisoners serve their full term in an-
institution and are discharged without parole eonditicus.

The approximately 40,000 individuals in adult eorrectional institu-
tions and on parole represent only a portion of those involved in the
total eriminal justice system of the state. The latest full-year erime
statistics available are for 1969. Data compiled by the Bureau of
Criminal Statistics refleet that there were 602,423 erimes in the seven
major offense categories reported in 1969, an inerease of 5.7 percent
over 1968 and 81.0 over 1960. These seven offenses do mnot include
adult drug violations which have increased from 17,649 in 1960 to an
estimated 94,745 in 1969, an -increase of 436.8 percent. The greatest
inerease in total numbers and percent is in the dangerous drug category.
Arrests of adults for this offense category have inereased from 3,538 in
1960 to 41,230 in 1969, an increase of 1,067.0 pereent.

Of the 117,728 adults arvested for nondrug felony offenses in 1969,
only 32.4 percent reach the superior courts and 67.6 percent are either
released by the police (33.7 percent) or otherwise disposed of prior to
superior court filing and generally by prosecution as a misdemeanant
or juvenile which represents 27 percent of felony arrests. Only 3.7 per-
cent of the total nondrug felony.arrests are sentenced to state prison
and an additional 1.4 percent to the Youth Authorlty An option exists
for prosccution of 18-to-21-year-olds either in the juvenile or supermr
court. The low percentage of commitments to state institutions raises a
question as to the deterrent effect of this sentencing possibility espe-
cially since the total nondrug felony arrests are less than one-half of
the total crimes reported in the seven major offense categories which
does not include all felonies. -

Data from the Bureau of Criminal Statlstlcs also reflect a dramatie
decline in the percentage of felony convietions being sentenced to the
Department of Corrections. This percentage has declined from 23.3
percent in 1965 to 9.8 percent in 1969. The decline is due partly to the
effect of the probation subsidy program which subsidizes county proba-
tion based on reductions in a county’s commitment rate to state in-
stitutions and to other factors. One other explanation in the change in
the percentage of state commitments may be due to changes in the types
of ¢rimes being committed. While all erime categories have inereased
in the past decade, thére were greater inereases proportionately in
possession of marijuana or dangerous drugs for which the courts have
tended to grant probation at a greater rate. The disproportionate in-
creases in these crime ca.tefrorles would distort the percentage data
relating to total eourt dlSpOE:lth]J.S

ANALYSIS AND RECOMMENDATIONS

The total operations of this department and related governmental
units and funetions consist of General Fund approprlatmns reflected
in Table 1, :
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Table 1
General Fund Appropriations

Ttem Amount
1. Support, Ttem 216 e $105,577.684
2. Transportation of prisoners, Item 217__ 120,842
3. Returning fugitives from out-of-state, Ttem 218 .. oo 859,275
4, Court costs, Item 219___ 429,588
Toatal $106,487,239

In addition, the correctional industries operations will utilize
$14,203,320 and inmate welfare programs will expend $3,543,164 of
speelal revolving funds established for and supported respectively by
these separate operations.

The total operation of this department is distributed into seven pro-
‘grams in the 1971-72 Program Budget as reflected in Table 2.

Table 2 indieates that programs are projected to increase approxi-
mately 2 to 2.8 percent in 1971-72 over the current year except for
the Community Correetional program which has dn estimated increase
of 12.6 percent. This is largely due to the projected growth in paroles
and the inclusion of parole agents in the safety provisions of the state
retirement system which requires increased contributions rates by the
state and the employee. The increases in the other programs will be
discussed in the analysis of each program. The total budget of this
department for 1971-72 is estimated at $124,322,723, an increase of
$3,427,133 or 2.8 percent above the current year. The inerease in re-
mbursements of $897,689 or B88.1 percent results from increased re-
imbursements in and will be discussed in the amnalysis of the institu-
tional and the Community Correctional programs.

Institution and Parole Popuiation Projections

1. We recommend that the 1917-72 institutional average daily pop-
ulation be reduced by 1,000 inmates and the budget be reduced
$2,012,000 for institutional operotions.

2. We recommend the projection of parole population be recomputed
end any necessary budget increase for paroles be offset against the
recommended reduction in institutional care,

The budget of this department is based on the institutional and
parole population to be served. Accuracy of the estimated budget is
determined by the correctness of the population projections. - The
1971-72 budget is based on population projections made earlier in the
current fiseal year which are no longer valid. The budget reflects the
average daily institution population at 27,200 inmates for the curreng
year and 27,265 for the budget year. The institution population has
declined from 27,141 inmates on July 1, 1970 to 24,744 on December
30, 1970, a decrease of 2,367 inmates or 8.8 percent. The reduction is
due to a decrease in commitments, a deeline in parole revoeations and
an increase in the rate of parole grants to the previously existing
level, This results in a substantial increase in the number of criminals
being supervised in the community by local probation or state parole
services.
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Table 2
Summary of Program Requirements
' Fiscal year

Increase 1971-72
over 1370-71

Actual estimated Estimated
Program 1969-70 197071 1971-72 Amount
I. Precommitment $318,222 $330,083 $337,544 $6.6561
II. Initiul intake and diagnosis 1,272,675 1,323,932 1,350,543 26,611
YIT. Institutional 96,788,343 101,533,302 104,002.649 2,469,347
IV. Release 5,940,016 6,210,042 6,870,458 160,416
V. Community correctional 11,150,987 12,967,084 14,604 461 1,687,377
VI. Special items of expense —______ . _________ 945,016 885,195 809,705 24,510
VII. Administration—distributed to other programs__  (8,320,994) (8,887,141) (8,966,235) (79,094)
§ Totals .. - $116,415,259 $193,250,538 $127.575,360 $4,224.822
Legs reimbursements to be expended_.—___ ...~ 2,434,357 2,354,948 3,252,637 897,689
Net Totals $113,980,902 $120,89:,590 $124,322,723 $3,427,133
General funds - (98,609,685) (103,929,699) (106.487,239) (2,5657,540)
Correctional Industries’ Fund e (11,954,907) (13,282,542) {14.292,320) (1,009,778)
Inmate Welfare Fund - : (3,516,360) (3,683,319) (3,543.161) (—140,185)
Personnel man-years 68,8781 6,952.3 6,777.0 (—175.3)

Percend
2.0
2.0
2.4
2.6

12.6
28
0.9

3.5
38.1

28
2.5
7.6
—3.8

—2.5

815-91% Swalt

$U0TJ02.1100)
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The average daily institution population was 25,686 inmates for the
first half of the current year which is 1,514 fewer than estimated for
this year in the 1971-72 Governor’s Budget To reach the average daily
population projected for the current fiseal year would reguire an in-
crease of 3,028 inmates or 11.8 percent over ‘the first half year average
populdtion Such an inerease is extiemely unlikely when consideration
is given to recent intake and release experience. The institutional popu-
lation in 1971-72 will be determined by the carryovers from the current
year and the net increase or decrease resulting from intake and releases.
Sinee the current year population estimate is significantly overesti-
mated, the budget year population projeetion is also overstated unless a
dramatic reversal of current trends occurred in 1971-72. The institu-
tional population on January 20, 1971 was 2,600 less than the average
daily population projected for 1971-72. To reach the average daily
population projected for the budget year over the January 20, 1971
Institutional population would require an increase of 10.5 percent. The
highest annual rate of institutional population increase since 1964-65
was 3.5 percent, Therefore, a reduction of 1,000 in the projected average
daily population would leave an estimated average of 26,265 inmates.
This provides for an increase of 1,600 inmates or 6.5 percent over the
January 20, 1971 total population.

Based on the pro.]ected 1971-72 average institutional per capita cost
of $3,012, the reduction in population would justify a budget reduction
of approximately £3,012,000,

That part of the reduetion in institution population caused by a more
aggressive release poliey has inereased the parcle population substan-
tially. Parole population has also been increased by a reduction in the
rate of parole revocations. Therefore, parole population on December
31, 1970 totaled 19,178 which is significantly greater than the estimated
budget year average daily parole population of 18,209 on which the
budeet was based. We recommend that the department reesitmete ifs
1971-72 parole population based on the more recent experience and
any necessary budget increase for pareles be adjusted in the recom-
mended reduction in tnstitutional care.

PRECOMMITMENT PROGRAM

The superior courts often feel the need for a comprehensive diagnostia
evaluation of a convicted offender in order to determine the most ap-
propriate sentence. Many counties do not provide this service to its
courts as the workload is not sufficient to warrant program implemen-
tation. Therefore, the objectives of this departmental program are to
provide to the courts a eomprehensive diagnostic evaluation of and
reecommended sentence for the convicted offenders temperarily com-
mitted to the department for diagnosis.

The workload for this program consists of the cases referred by the
participating counties which totaled 1,962 in 1969-70 and is estimated
to total 2,800 in the eurrent and 2,900 in the budget year. To prepare
the necessary reports, the department expended $318,222 and 24 per-
sonnel man-years of effort in 1969-70: The number of referrals is ex-
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pected to inerease over 1969-70 by 838 cases in 1970-71 and another
100 cases in the budget year. The total program request of $337,544 for
1971-72 is an inerease of $6,561 or 2.0 percent above the current year
and is due to merit salary adjustments and general price increases.

Of the 1,962 cases diagnosed in 196970, only 981 were subsequently
sentenced to the department. While this may result in a savings in in-
carceration costs to the state, a better evaluation of the program would
be to determine the extent to which the program reecommendations are
followed by the eourt. We recommend that the department determine
the degree to which ifs recommendations are followed by the courts as
a means to evaluate program effectiveness. The department should also
determine why tts recommendations are not followed as ¢ means of im-
proving program output,

INITIAL INTAKE AND DIAGNOSIS PROGRAM

The persons newly committed to the department from the courts as
felons or nonfelon addicts are a largely unknown factor and a need
exists to evaluate the individual for rehahbilitation program determina-
tions and. proper institutional assignment. Institutional assignments are
based on a combination of factors such as custody security required
{minimum to maximum) and individual and institutional program re-
quirements, The new felon commitments are received at reception cen-
ters loeated adjacent to and operated as part of regular penal institu-
tions for males at Vacaville and Chino, for females at Frontera, for
older Youth Authority wards at Tracy, and for nonfelon addiets at
Coronta and Tehachapi. The evaluations become a part of the inmate.
record and are utilized throughout the institutional stay for rehabili-
tation program as well as parole planning purposes.

The department used 97.5 personnel man-years and $1,272,675 to
process 13,928 cases in 1969-T0 ineluding 9,827 felons and 4,101 non-
felon addicets. An expected workload of 15,095 cases in the budget year
represents an increase of 815 cases or 5.7 percent over the 14,280 cases
to be processed in the current year. To perform the required evalua-
tions and diagnoses will necessitate 1971-72 expenditures of $1,350,543,
an increase of $26,611 or 2.0 percent over the budget year as reflected
in Table 2.

The program cost increase is due fo merit salary adJustments and
price increases.

This program needs to be evaluated on the basis of the utilization
made of the inmate program recommendations and the extent to which
they are followed. There is little or no value in recommending treat-
ment programs based on individual needs if such recommendations are
to be ignored and the institutional program of the inmates be de-
termined primarily for the convenience of -nstitutional operation. The
extent to which institutional ¢onvenience and other factors overrule
the inmates rehabilitation needs should be determined. We recommend
that the department veview ¢ representative rendom sampling of in-
stitutional releases fo determine the extent to which the original re-
ception center inmate program recommendatlions weve followed and the
factors which determined any noncompliguce.
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Subsequent to the immate’s transfer to an institution from the re-
ception center and even assuming he is assigned to the institution
initially recommended, the institutional classification committee reviews
the reception center diagnosis and recommendations and makes an in-
dependent program assignment. The subsequent assignment may not
necessarily agree with the initial reecommendations. This proeedure
could lead to unnecessary duplication of effort.

INSTITUTIONAL PROGRAM

The state Penal Code requires that persons convicted of certain
designated crimes must be and in other convictions may be committed
to the Department of Correetions for the period of time denoted for
the offense in the Penal Code or criminal provisions of other state
¢odes. The first objective of this program is to protect society by
providing secure facilities for the incarceration of and providing the
basic human needs of felons and nonfelon addiets committed to state
care. The second objective is to provide programs of corrective treat-
ment best suited to the rehabilitation of the various types of commit-
ments to the extent that present knowledge and resources permit.

The department will operate 13 institutions ranging from minimum to
maximum seeurity and ineluding medieal-psychiatrie institution and
a treatment center for narcotie addicts under civil commitment. While
the department seeks to assign and reassign inmates to institutions on
the basis of individual program needs, other factors such as institutional
and fiseal necessities also influence determination of institutional as-
signment, : _

Major treatmient programs common to most all institutions include
industrial manufacturing operations to reduce idleness and to teach
work habits and job skills, voeational fraining in various trades and
oceupations, academie instruction ranging from literacy elasses to col-
lege correspondence courses, group and individual eounseling by pro-
fessional and nonprofessional counselors. In addition to the major in-
stitutions, the department will also operate 26 camps housing 2,064 in-
nmates during the budget year. These eamp inmates perform various
forest conservation, fire prevention and suppression funetions in coop-
eration with the Division of Forestry.

The institutional program is the major effort of the department in
manpower and monetary expenditures. These total experiditures are
set forth by program element in Table 3.

The reasons for the significant variations in man-years and monetary
expenditures reflected in Table 3 will be discussed in the following anal-
ysis of each program element.
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Table 3
Institutional Program
Personnel and Monetary Expenditures
Inerease 1971-72

’ PFiscal year over 1970-71
Program elenient 1969-70 1970-71 1971-72 Amount Percend
Security
Mlan-years .o———__ 3,178.6 38,1649 3,0421 —136.8 —4.3
Expenditures —____ $37,311,747  §38,805,031  $39,554,8065 §740,83¢ 19
Movement Processing
Man-years ——— o= ™.l T4.8 720 —28 —8.9
Expenditures —____ 903,253 939,473 058,356 - 18883 20
Inmate Support
Man-years ———.——__ 819.6 846.3 8141 —322 38
Expenditares -____ 20,203,588 30,364,232 30,973,821 609,089 2.0
Treatment
Man-years wee..—- - T04.9 T02.0 681.3 —20.7 29
Expenditures —____ 12,808,442 13,373,032 13,641,830 268,798 20
Inmate Enployment
Man-years ————.o.- 2797.8 289.9 2979 8.0 28
Expenditures —____. 12,994,953 14,368,185 15,331,118 962,928 6.7
Inmate Welfare Fund
Man-years ———...— 50.1 50,9 50.6 —03 —0.6
IExpenditures .____ 3,516,360 3,683,349 3,548,164 - —140,185 —3.8
Program Totals
including
Administration
Man-years —_____. 5,136.1 5,128 8 4,958.0 —170.8 —3.3
Expenditures —_.... $06,788,343 $101,533,302 $104,002,649 $2,409.347 24
Program Funding
Genernl Fund ____ (79,266,783) (82,633,5637) (83,832,985) (1,199,448) 1.5
Correctional Indus- ‘ !
tries' Revolving .
Fund oo (11,954,907) (13,282,542) (14,202,320) (1,009,778) 7.6
Inmate Welfare .
Fund L (3,516,860)  (3,683.349)  (3,543,164) (—140,185) —8.8
Reimbursements __  {2,050,203) (1,938,874}  (2,834,180) (400,308) 20.7
“Security

The gecurity program goals are to proteet the publie by secure inecar-
ceration of the felons committed, to maintain a relatively safe and
stable environment for employee and inmate protection and provide a
stable setting wherein programs of rehabilitation may be .offered.
 The department has set the program objective of reducing the num-
ber of escapes, attempted escapes and ineidents by 20 pereent, but no
time period for accomplishment was specified. This is a very worthwhile
objective to be acconiplished within existing program resources.

Security must be provided full-time at 13 institutions and 26 conser-
vation camps housing approximately 27,000 persons. Approximately 5
percent of the mmates are housed in maximum-close custody facilities,
64 percent in medium and 31 percent in minimum custody.

Program resources devoted to this funection in the budget year are
3,042, I personne]l man-years and $39,554,865, This represents a decrease
of 136.8 man-years or 4.3 percent, but an increase of $749,834 or 1.9
percent from the current year. The 136.8 decrease in positions is the
net result of 19 additional custody positions approved by the Legisla-
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ture for the current year due to increased security problems at two
institutions offset by a total reduetion of 145.8 positions at six different
institutions. The position deletions are primarily the result of the
planned closing of facilities during the eurrent and budget years and
the elimination of the unitization program at San Quentin. The uniti-
zation program is more fully diseussed in the analysis of the treatment
element of this program.
The closing of the California Men’s Colony West Facility in the
eurrent year and the additional closing of five conservation camps in
_the budget year is the result of inmate population deeline below previ-
ous estimates and the reduction in minimum security inmates both
largely attributable to the probation subsidy program and changes in
_Adult Authority senteneing praetices. The operation of these and other
contributing factors has resulted in a decline in inmate average daily
Institutional population from 28,485 in 1968-69 to 25,686 for the first
half of the current fiseal year. By January 20, 1971, the inmate popu-
lation had further declined to 24,665. The department also reports it is
reeeiving fewer inmates who can be classified minimum security and
placed in camp settings which, coupled with the overall population de-
cline, results in the proposal to elose five conservation camps in the
budget year.
. The increased cost of this program element is primarily due to merit
salary adjustments and staff benefit increases partially offset by the
position reductions. Staff benefit increases are the result of increased
* state contribution rates for social security and to the Public Employees’
- Retirement System due to the inclusion of security employees (corree-
tional officers} in the safety provisions of that system. )

Subseguent evaluation of the number of escapes, real and attempted,
" and other ineidents will determine if the department was able to obtain
the stated objective of this program effort. Specific evaluation alse needs
to be made of the improvement in seeurity resulting from the increased
positions authorized for the Correctional Training Facility and the
Deuel Vocational Institution during the current and budget year. We
recommend that such evaluation be conducted by the depariment and
reported to the 1972 legislative session and that subsequent authorize-
tion of these additional positions be based on program improvement and
resulis attributable to these positions.

_:Movement Processing

To manage the population levels of the various institutions, fo pro-
vide program needs of the inmates and the institution and for other
‘management reasons, it is necessary to transfer inmates to and between
the reception centers and the various institutions. Initial movement
preparations are made by reception center and institutional staff. To
provide departmental eontrol and management to prevent dispropor-
tionate institutional populations and transfers. not appropriate for
proper management and security, each proposed transfer must be ap-
proved by department classification specialist. The aetual transfers are
made by specially equipped departmental buses,
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The department completed 32,790 inmate transfers in 1969-70 and
expects transfers to total 32,640 in the eurrent and 82,838 in the budget
vear. To perform this preseribed function, the department estimates it
will use 72 man-years and $958,356 in 1971-72, This represents a de-
crease of 2.8 man-vears and an increase of $18,883 or 2 percent The.
staif reduction is due to facilities bemg closed, The expendlture inerease
is due to price and nierit salary increases, \

Inmate Support

The need for and objectives of this program element is to provide
adequate food, clothing, medical and dental care, housekeeping services,
and institution maintenance and operation for the felons nonfelon ad-
dicts and others committed to the department,

Total expenditures of 849.6 man-years and $29, 203 588 were devoted
to this program element for an average daily populatlon of 27,685 ins
mates in 1969-70. To provide the same level of program in 1971—72 for
an estimated average daily inmate population of 27,265, the depart-
ment is requesting 814.1 man-years and $30,973,321 as reflected in
Table 3. The budget year request represents a deerease of 32.2 man-
vears or 3.8 percent and an inerease of $609,08% or 2 percent over the
eurrent-year expenditures. This is 4 continuation of the current level of
service adjusted for price increases and staff reductions.

Staff reduetions include 10 positions in the feeding operation due to
closure of the West Facility and the poor job placement record of the
conservation centers’ culinary arts programs. The department is also
deleting 17 medical-dental and three housekeeping positions due to the
closing of the West Facility and the elimination of the unitization ex-
periment at San Quentin,

Program output for medieal-dental services provides adequate data
on services performed, but is deficient in reflecting hospital inpatient
load. A separate departmental report reflects that the average daily
inpatient load exclusive of the Medical Facility is 265 inmate patients
which is only 30.6, percent of total capacity of 866 beds. It is apparent
that hospital capaecity is more than adequate for the average inpatient
load. In an institutional setting, illness may spread rapidly which does
cause temporary utilization of facilities provided.

Evaluation of the various functions in this program element are
provided by local institutional and departmental administrative staff
specialists 1n each category. The quality of food served is inspected
daily at the institution and menus and nutritional adequacy must meet
departmental requirements established on the basis of nationally pro-
mulgated standards, Communication is also maintained with the inmate -
councils relative to food quality and palatibility. The medical staff is
responsible for sanitation inspeetions of the institutions.

Treatment - )

" While all' inmate-emiployee relationships inecluding professional and
nonprofessional staff have potential rehabilitative effect, the treatment
element of the institutional program relates to those structured fune-
tions established for rehabilitative purposes. These funetions include -
psychotherapy and counseling, academic and vecational training, rees
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reation, self-help activities and religious counseling, training and serv-
ices. The need for these activities is based on evaluation of inmate
deficiencies and requirements and generally accepted correctional con-
cepts,

Total program expenditures for the treatment element are set forth
in Table 3 and veflect proposed utilization of 681.3 man-years and
$13,641,830 in the budget year. This represents a net decrease of 20.7
man-years and an inerease of $268,798 or 2 percent from the current
year to provide for a continuation of the existing level of program.
The net reduction of 20.7 man-years in the budget year results from
administratively establishing 29.3 positions and the deletion of 50 other
authorized positions in the budget year, The positions administratively
established include academic and psychiatric positions which are to
provide services previously provided by contractual services, 3.2 addi-
tional work furlough and 10.5 proposed new correctional industries’
positions. Staff reductions are discussed in relation to the analysis of
each funetion of this treatment element.

The department is deleting 40 eurrently authorized positions in the
treatment program element in the budget year. The position reductions
are-due to workload decrease, improved efficiency, closing of the West
Facility and the elimination of the unit management projeet at San
Quentin,

The psychotherapy and counseling funetion includes professional
and lay services. The department provided services for 3,464 psychia-
tric and psychological treatment cases in 1969-70 and projects the
1971-72 caseload at 3,567. These cases are treated primarily at the
California Medical Faeility which is a psyehiatric hospital for approxi-
mately 2,000 felons. An outpatient psychiatrie unit is operated at San

"~ Quentin and less extensive psychiatric and psychological services are

provided at all other institutions. The need for this function is based

on the number of felons diagnosed as requiring these services. This

function will require expenditures of $6,439,029 in the budget year to

1Iln'a.ir}tain the currently approved level of service except as discussed -
erein.

The unit management project is an experimental treatment approach
wherein the institutions involved (San Quentin, Deuel and Chino) are
divided into separate treatment units, The institutions were provided
additional custody and counseling staff. Each unit operates as a sepa-
rate entity under its own administrator and the counseling staff is
located on the unit as opposed to having offices somewhat remote as
previously provided. The purpose of the program change was to in-
crease inmate rehabilitation by improving staff effectiveness and inmate
contact, '

Evaluation of the rehabilitative impact based on parcle outcome is
not conclusive.” Generally, the parolees are doing as well as would be
expected without the unitization projeet. One group of Chino releasees
did better than predicted and the San Quentin parolees generally did
worse than expected. The actual parole outecome was compared to out-
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come results previously predicted by use of base expectancy scores
which is a fairly reliable deviee to prediet parole outcome.

Due to the poor performance of the San Quentin unit as measured
by parole fallure rates and the expressed difficulty of operating this
treatment concept at San Quentin, the department is deleting this part
of the projeet in the budget yedr. Unitization programs will be con-
tinued at Chino and Deuel,

Elimination of the program would result in the reduetion of 27
positions for a salary savings of $330,161. These 27 positions inelude
13 in this program function, 11 in security and three in inmate support,

Due to the general lack of demonstrated inerease in inmate reha-
bilitation resulting from this experimental project, we believe the
planned reduetion is justified. The project should be continued at the
other two institutions because of the indications of positive inmate im-
provement reported by the department and to provide more conclu-
sive data asg to the rehablhtatwe effects of this treatment and manage-
ment concept, -

In addition to the professmnally provided counselmo and treatment,
the department also utilizes large and small group eounselmg as Well
as individual treatment by caseworkers, correctional oﬂﬁcers and other
emplovees A total of 11,850 inmates were involved in group counsel-
ing in 1969-70 and this is expected to increase to 12,205 inmates in the
Dbudget year.

Specific means have not been developed to evaluate the rehabilita-
tive results of these counseling functions. The sole criteria currently
available is the rate of recidivism, i.e., return to prison for parole
violation, which does not identify specific treatment elements which may
affect this rate of return. These counseling services have been justified
on the basis of inmate need and the administrators contention that this
counseling results in a more stable institutional atmosphere. The group
counse]mg program is a relatively low-cost operation requiring only
minor overtime funds and training effort for the lay counselors. The
major cost of this program element is in the provision of psychiatrie
and psychologieal services primarily at the California Medical Facility.

Academic

The objective of the academiec program is to raise the educational
achievement of inmates capable of and willing to aceept such treatment,
The needs are based on the fact that the average inmate tests at the
7.8 grade level. This academie retardation limits the inmates employ-
ability in many areas of endeavor and probably contributes to the
inability of some inmates to adjust to noneriminal pursuits. No defin.
itive evaluation has ever been presented the ILegislature to demon-
strate the impact and rehabilitative effeet of the academic or vocational
training exclusive of other treatment faetors.

The department expended 72.3 man-years of staff and $3,038, 540 in
the ncademic program in 1969-70. This expenditure is pro;jected at
69.3 man-vears and $3,124,474 in the budget year. This total expendi.
ture is necessary to provide the same academic program as previously
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authorized less reductions due to closing the West Facility. A reduetion
of projected population as previously recommended should result in
reductions in this and other functions or an inerease in program level
would result,

All institutions provide academic classes as needed through the 12th
grade and higher level correspondence courses. The department esti-
mates that academic enrollment will total 7,461 in the budget year and
will result in the awarding of 1,242 elementary and 1,855 high school
diplomas, 17 associate 1n arts degrees and eompletion of 1, 416 college-
level courses.

The goal of the vocational trammg funetion is to prov:de trade train-
ing and work skills which may reduce the parole failure rate of the
inmate trainecs. The budget year objective is to provide training in 43
trade areas to approximately 3,350 inmates.

To provide the proposed level of training will require 132.9 man.
years and $2,867,1382 in the budget year, Th1s level of program expendi-
ture will result in issuance of 821 vocational certificates of achievement
denoting satisfactory completion of a part of a complete training pro-
gram and 1,204 voeational certificates of completion of full tramlng
programs. These expenditures will maintain the existing level of service
except for instructor positions being deleted due to chano'e n tralnlng
emphasis in the feeding operation, populatmn deeline at one institution
and the closing of the West Facility.

The Lerrlsla.ture has previously recogmzed the need for and has di-
rected the department to evaluate the educational improvement of
inmates resulting from the academie and vocational programs and the
effeet of vocational training on job placement and stability on parole.
The department has endeavored to respond fully to this directive during
the eurrent year, but has experienced substantial data eolleetion prob-

- lems. Only some preliminary data is expeeted for the 1971 session with
substantially more complete evaluations for the 1972 legislative session.
These two functions have total expenditures of $5,991,606 per annum
and more definitive output data are required to evaluate whether this
expenditure is justified.

Recreation, self-help activities and religion are budgeted for 65.8
personnel man-years and $1,211,195 for 1971-72, This continues the
existing program level adjusted for closing of the West Facility. These
activities are based on. the need to provide religious services and con-
structive recreational and leisure activities.

Inmate Employment _

The goals of this program element are to provide for the operation
and maintenance of the institutions, provide forest fire prevention and
suppression services, and to further rehabilitate the inmate by provid-
ing work training and skills and instill proper work habits. The inmate
work program is roughly divided into three areas includiug correc-
tional industries, forest fire prevention and suppression and institu-
tional operation and maintenance,
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Correctional Industries will provide employment to an estimated
3,233 inmates or 11.9 percent of the 1971-72 inmate population. Thig
constitutes a econtinuation of approximately the same level of employ-
ment.as in 1969-70 and 220 inmates more than the eurrent year. On-
the-job training plus limited apprenticeship and classroom training are
provided in 41 different trade and agricultural enterprises. Products
produced are sold only to tax-supported California state and local
governmental agencies. The total produection of each produet is limited
by state law and approval of products to be manufactured and the
volume of production within the legal maximum are established by the
Correctional Indusiries Commission.

The Correctional Industries Commission consists of representatives
. of organized labor, industry, agriculture and the general public. The
commission holds public hearings prior to authorizing new produects
or increasing existing production limitations.

The entire correctional industries program is supported by the Cor-
rectional Industries’ Revolving Fund and product sales, The depart-
ment is requesting 14.5 new noninmate employees and a reduction of
four for a net increase of 10.5 employees at a salary of $69,207 for the
budget year. Some of these positions are for only part of the year. The
position changes are due to workload faectors, increasing inmate dis-
ciplinary problems and the shifting of certain productive activities
between institutions. The position inereases and decreases appear to be
in line with the requirements of this industrial program.

An interim study of Correctional Industries by the Office of the
Auditor General and this office as requested in House Resolution 130,
1970 session resulted in the following conelusions and recommendations :

- 1, Purchases by Correctional Industries are made almost exclusively
by open bidding processes established by law and administered by the
Office of Proeurement, Department of General Services. Nonbid pur-
chases are anthorized by law and must be approved by state purchasing
agents.

2. Correctional Industries’ supply sources are generally identieal to
those of private enterprise.

3. Prices paid for material purchases reviewed are generally com-
parable to prices paid by private enterprise for similar products. These
prices are affected by many factors such as the size of orders, possibility
of future purchases from same suppliers, time of purchase orders, and
the cyelical nature of market prices.

4. There appears to be sufficient competitive bidding to assure state
purchases at reasonable prices.

5. Some industrial cperations are unprofitable while others operate
at a profit,

6. The Correctional Industries program is required to balance the
need for profitable operations, automation and improvement in manu-
facturing processes to assure conformity with eurrent procedures with
the need to provide basic work skills and job habits to as many un-
skilled inmates as can reasonably be accommodated in the program.
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7. There has been some dissatisfaction by the state eolleges with the
requirement that they purchase furnishings from Correctional Indus-
. tries.

8. Absenteeism among inmate workers must be reduced to achieve
greater operating eﬂ'ﬁclency

9. Specifications for raw materials should be reviewed to determine
~ whether quality standards could be lowered without diminishing final
product. quality,

10. Correctional Industries shounld dete1m1ne whether inmates can
be trained to perform cutting and ripping operations in the wood-
working enterprise or, alterndtwely, consider the feasibility of hiring
outside specialists to handle these funetions.

11. Correctional Industries management should develop mformatmn
and ?mcedures to fake advantage of fluctuations in prices of raw ma-
terials. .

12, Correetional Industries should determine the reasons for the
higher net profit rate of the federal prison industries as a basis for
possible improvements in the state program.

13. Correctional Industries management, in cooperation with school
purchasing personnel, should attempt to s‘;&ndardlze library and dormi-
tory furniture in the interest of improving operating efficiency.

14. Delivery dates for furniture orders should be established within
:lt'easonable limits, and performance should be guaranteed within those

imits

The department estimates its 1971-T2 average daily population in
camps will total 2,064 inmates, a reduction of 387 inmates below the
current year due to the planned closing of five camps. This will also
result in a reduction in inmate time devoted to forest fire prevention
and other activities. Fire suppression servmes will be supplied by in-
stitutional inmates as requlred

Funding for this funetion is ineluded under the seeurity portion of
the program budget exeept for inmate pay which totals $778,869 in the
budget year. This is a eontinuation of the currently authorized level of
inmate pay.

Inmates are also assigned to various work funetions in institutional
operation and maintenance. A total of 11,310 inmates are currently
employed and this will decrease to 11,000 in the budget year due to the
closing of facilities, Of the total employed, 3,732 in the current year
and 3,600 in the budget year are designated key assignments and a small
hourly wage is paid for these services, Immate pay is projected at
$259,924 in 1971-72 as compared f{o $269,924 in the current year.
Inmate Welfare Fund '

This fund was created in 1945 under the authority of Section 5006
of the Penal Code to provide a special trust fund for the benefit, educa-
tion and welfare of inmates. Revenue to the fund consists of eanteen
profits from sales to inmates, retention of 10 percent of gross sales of
inmate handieraft sold to the publie, interest on deposits of inmates
personal funds and forfeiture of inmates’ earnings as authorized by
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the Penal Code, interest on the fund, and donations received. The fund
is expected to total $1,382,180 on June 30, 1971.
‘The fund is used to operate the mmate canteens as self- supportmg

enterprises and to purchase recreation and leisure articles for the in-

mates’ benefit, Buch purchases including movies, recreational games
and equipment, television sets and fiction library bocks are estimated
o total $396,842 in 1970-71 and $251,586 in 197172,

The department is requesting 4.1 new positions at a salary cost of
$34,399. Three of these positions are currently supported by the Gen-
eral Fund but are working in the handicraft program and are properly
a responmblhty of this specml fund according to the department

Miner Capital Out]ay
The department’s minor capital outlay item covers six projeets at
five institutions at a total cost of $14,192. These projects include two
to improve health and safety deficiencies, three to improve seecurity
_and one to improve plant operations. The projects are as outlined he-
low., We recommend approval of all siz projdets.
(a) Correctional institution at Tehachwpz%nstall grease trap
at employees building $2,146
(b) Californie Medicol Facility, Vacaville—install heating
and ventilation, deparimental archives ‘B’ basement__ 2,960
{c¢) California State Prison, Folsom—construct security tower

to replace tower No. 19_ 2,914

fd) California State Prison, San Quentm—secumty modifi-
Cations oee—___ 3,000

. (e) California Stete Prison, San Quentin—install security
mesh gates for 10 alley gates north block_.____________ 1,172

(f) Deuel Vocational Institution, Tracy—security machﬁca:-
tions 2,000

_ " RELEASE PROGRAM :

The release program includes providing the parole boards for male
and female felons with sufficient data on the inmate on which to hase
a parole deeision, the activities of the parole boards and preparation
for and release of the inmates as required by law.

The program goals include preparation of sufficiently adequate re-
ports for proper decision making, setting and resetting sentences and
the granting and revoking of parole in such -a manner as to balance
the interest of public protection and inmate rehabilitation within limits
preseribed by law and the proper preparation of the inmate for suceess-
ful return to free society. The work-furlough release project is included
in this program.

The department is requesting 418.1 personnel man-years and $6,370,-
458 for this program in the 1971-72 fiscal year. This is a decrease of
12.4 man-years, but an iherease of $160,416 or 2.6 percent from the

current-year program, The department is also requesting two additional

work-furlough positions in the budget year which were administratively

established during the eurrent year. As these positions are funded by
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project reimbursements, they do not increase General Fuid expendi-
tures. This early release project should receive continued support and
we recommend approvael of the two requested positions.

The inerease In program cost is primarily due to price increases,
merit salary adjustments, and inereased state contributions for safety
retirement ¢overage partly offset by staff reductions due to closing the
‘West Facility.

Prepadration of reports on inmate adjustment and rehabilitative prog-
ress for use of the releasing authorities will require 255.6 man-years
and $3 314,416 in 1971-72, as compared to 265.7 man-years and $3,249,-
109 in the current year. This will continue the presently authorlzed
level of serviee adjusted for the factors previously mentioned.

The department estimates 12,131 inmates will be released in the
budget year as compared to 12,057 in 1970-71 and 11,842 in 1969-70.
The department prepares these inmates for the returi to free society
by conducting pferelease instruction involving institutional and non-
institutional personnel, preparing patole plans, job and residential
placement, obtaining necessary licenses, providing necessary clothing
and temporary finances and other necessary duties and funetions.

The department estimates this program element will use 94.7 man-
years and $1,665,557 in the budget year to continue the existing level
of serviee adjusted on the basis of the aforementioned factors.

Releasing authorities include the Adult Authority, the Women’s
Board of Terms and Parble and the Narcotic Addiet Evalunation Au-
thority. The Adult Authority and the Women’s Board are the term-
fixing and parole granting and revoeating organizations for male and
female felons respectively. The Narcotie Addict Evaluation Authority
exercises similar duties in relation to nonfelon addiets. The objectives
of these boards are to comiplete the necessary hearihgs and other fune-
tions set forth in Table 4.

Table 4 shows little workload change between the current and budget
years due to the relatively stable population projections and the down-
turn in the rate of commitments,

We recommend that legislative consideration be given to excepling
legally wuthorized methadone treatment from the statutorily prescribed
freedom from drug use required for discharge from the nonfelon ad-
dict rehabilitation program.

Persons found addieted or in imminent danger of becoming addicted
to illegal narcoties may be committed to the state addiet rehabilitation
program following convietion of and prior to sentericing for any crim-
inal act or involuntarily under preseribed procedures even when no
other eriminal act is invelved. After a period of treatment at the
California Rehabilitation Center, the addict may be released to ont-
patient status. The nonfelon addict cannot be released from the entire
program before seven years elapsed time unless he has remained drug-
free for a three-year period. The seven years can be extended for an
additional three years for a potential total of 10 years.
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Table 4
Workload Data |
Term-Fixing and Paroling Boards
Change
budget year
Workload from
Actual  Estimeted FHstimated current year.
Organization and function I1969-70 1970-71 1971-72  Amount Percend
Adult Authority

Institution cases henr@.oeo. 25,464 24,740 24 914 174 0.7

Releases granted- - ____ 8,460 8,703 8,362 —431 —0.5

Cases reviewed _____.mea_n 1,235 1,284 1,220 —64 —5.0
Parole and community .

services cases heard______ 11,195 11,994 12,127 133 11

" Paroles suspended o 3,491 3,742 3,784 42 11

Reinstatements o _____ 620 660 667 . i 11

Other (mandatory review
cages, reaffirmed actions,
NTCU releases or place-
ments ordered, parocle con- .
tinuations or advances)___ 6,170 6,190 6,230 40 0.7
Women's Board of Terms
and Parvole . ’
Institution ecnses heard._.__ 1,528 1,601 1,645 44

2.8

Releases granted—__________ 452 501 531 30 6.0
Parole and eommunity -

services cases heard._____ 3471 3,243 3,186 -—57 —1.8

Paroles suspended...nme—_ 440 411 405 —6 —1.5

Reinstatements - __ 184 172 % 3 17

Other {routine discipline, gen-
eral case discussion, prog-

ress reports, tramsfers)__. 2,145 2,078 2,073 -3 (.2
Narecotic Addiet Evaluation
© Authbority :
Institution cases heard_____ 4,572 4,862 5,152 290 6.0
Qutpatient revoecation ’
cases hetrd o oceecmmmm——— 5,429 5,683 6,013 430 i g
Final discharge hearings._.. 256 263 2584 21 8.0

Methadone maintenance is a program under which addiets volun-.
tarily .accepting the treaiment are reportedly able to live a relatively
normal life without the need or desire for hard narcotics. The treat-
ment consists of preseribed doses of methadone. Continuation may be
necessary on a permanent basis as no information is available reflect-
ing suecessful removal from this treatment,

Methadone is considered a drug within the meaning of the require-
ment of three years drug abstinence prior to discharge from the non-
felon addict program and therefore all persons in the program using
methadone cannot be discharged from commitment prior to 7 or 10
years, Due to the demonstrated ability of methadone users to funetion
aceeptably within the community, it should be considered a valid treat-
ment unhampered by the present requirement to retain- them under
jurisdiction for the full seven years. A provision that discharge from
the program after suecessful completion of one year outpatient status
without readdiction to illicit drugs would reduce the outpatient case-
load, with a reduection in program eosts,
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The work furlough element of this program provides a method of
allowing selected mmates due for release to spend their last two to
Tour months in a furlough status, They work or partieipate in trade
training in the community while residing in a community correctional
center operated by the department or in a county jail or state prison.
The furloughed inmate pays his own support and is eharged for staff
supervision. He pays taxes and contributes to his dependents’ support,
Cash. reimbursements to the state support 31 perecent of the adminis-
trative, supervisory and operating costs of this project.

This program element is budgeted for 183 personnel man-years
and $327,127 in the proposed 1971-72 Governor’s Budget and ineludes
two proposed new positions administratively established in the current -
and requested for the budget year. These positions are required due
to program expansion from 922 furloughed inmates in 1969-70 to
1,298 in the current and 1,341 in the budget years. These new parole
positions are based on approved workload formulas. Two additional
man-years of institutional staff are also provided in the current and
budget years funded by increased relmbursements and are also related
to workload inecrease.

Community Correctiondl Program

This eommumty based program includes regular and - specialized
parole supervision, short-term institutional treatment, operation of
community correctional centers, outpatient psychiatrie serviees, anti-
nareotic testing and community resouree development. The program
goal is to provide community supervision, support and services fo
achieve parolee rehabilitation.

The total program is budgeted for 785.8 man-years and $14,604,461
for 1971-72 including %$13,717,751 from the General Fund and $886 -
710 in reimbursements to he expended in the program. The budget re-
quests would continue the existing level of service adjusted for work-
load and price increases as projected by the department. This program
is under the direction of the parole division which is subdivided into
six regions and 54 parole unit offices, two psychiatric outpatient elinies
and branches, four community corr eetional centers and other services.
A normal parole unit consists of a supervising agent, another half-time
supervisor who earries one-half of a caseload, six case-carrying agents
and clerical assistance. Differences from the norm may be required due
to workload requirements. .

Conventional Parole Supervision .

The objectives of conventional parole supervision arée to further
parolee rehabilitation through casework services and related support
and to provide publie protection through surveillance of the parolees’
activities and recommending parole revocation and return to custody
when deemed necessary.

The average daily parole caseload under conventional supervision is
projected by the department to total 8,975 in 1971-72, an increase of
885 parolees over the current-year average, Parole agent positions are
provided on an approved workload formula of one position for 55.
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parolees. The inclusion of supervisory positions in this staffing formula
results in the parole agent being responsible for approximately 70 to 80
parolees.

The department is requesting an additional 17.7 personnel man-years
based on approved workload formulas for 1971-72, Eleven of these
man-years will be administratively established during the current year
due to workload inerease. Cost for this program element is estimated
to total $3,724,227 for 1971-72, an increase of $536,100. The cost: in-
crease for this and the other parole programs is due largely to work-
load and price increases and inereased state retirement contributions
due to ineluding parole agents in the safety provisions of the Publie
Employees’ Retirement System.

Program effectiveness of parole and institutional programs has been
evaluated on the basis of fluetations in the reecidivism rate of parolees.
The reeidivism rate denotes the rate at which parolees are returned
to prison for either new felony eonvictions or violation of other parole
conditions. The reeidivism rate offered only a broad gauge of program
effectiveness when the inmate population, departmental pregrams, ad-
ministrative policies and other factors were relatively stable. This
situation no longer applies and comparisons of overall recidivism rates
with prior years are not valid because the populations being compared
are no longer comparable. The probation subsidy program has resulted
in a heavier coneentration in the institutions of the more serious offend.
ers against persons rather than the property-type offenders according
to the department, These more aggressive cases generally do not reei-
divate to the degree of the property offender. There has also been &
substantial reduetion in check violation offenders in the prison popula-
tion in recent years. Check passers had a very high recidivism rate.

- Another important change has been the introduetion of short-term re-
turn units. These units provide for short periods of institutional care
for parolees without parole revocation. Many of these parolees would
have had their parcle revoked but for this speeial program. For these
and other reasons, comparisons of gross recidivism rates are no longer
valid for evaluation of program effectiveness. Program effectiveness
must then be determined by evaluation of like inmate groups bhased
on offense categories, inmate characteristics, or other methods to be
developed. We recommend that the depertment develop more definitive
methods of program evaluation.

Work Unit Parcle

Work unit parole supervision is an experimental low easeload parole
management. project, The projeet was initiated in 1964 to inerease the -
time and attention parole agents could devote to parolees with histories
of violent and aggressive acts and eertain felon addicts. These cases
were classified as speecial and assigned to a parole agent with an avérage -
caseload of 35 parolees. These and other work unit parolees were as-
signed on a weighted unit basis which rated the special cases at 4.8
work units, a regular parolee not representing a particular hazard but
requiring regular supervision at three work units and all others as .
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conditional at one work unit. An agent eould have any combination
of case types totaling 120 work units. The caseload per agent ranges
from 24 to 45 parolees.

Total work unit caseload will average 5,300 parolees in the current
and budget years. Total cost of this program element in 1971-72 is
estimated to be $4,871,886, an increase of $575,410 over the current-
year due to price and staff benefit increases along with 5.6 proposed
new positions. The department is administratively establishing 3.3 of

_these new positions during the current year due to anticipated work-
load increase and on the basis of approved workload formulas. The
amount requested will continue the currently approved level of serviee:

The department’s description of this program element claims signifi-
cant reductiohs in prison returns have resulted since 1965. This ap-
parently refers to the total parole population and not solely work unit
caseloads. From 1945 to 1965, the overall return rate to state prisons
for parole violation including new convictions following two years on
parole was approximately 45 pereent. The latest available data reflects
this has declined to 35 percent. The 45-percent rate included 25 percent
returned for violating parole rules and 20 percent returned with new
convietions. The current 35-percent failure rate includes 23 percent
for rules violations and 12 percent with new convictions. Therefore, the
10-percentage-point reduction is almost exclusively due to the reduction
in new convictions which may well be due to factors other than more
effective parole supervision.

The most recent departmental evaluation report on the work-unit pro-
gram also claims better parole results for work-unit supervision. The
report also stresses the improvement.in the total rate of recidivism in-

. cluding conventional parole supervision and is not a-cause-effect rela-

tionship with this program element. The data offered in this report to
support the claimed improvement in the recidivism rate of work unit
cases is biased in favor of this special program, The comparison of re-
turn rates for parolees in conventional and work-unit caseloads between
1965 and 1968 is invalid because the groups are not comparable. The
lack of comparability results from excluding aggressive history cases
from conventional caseloads. These cases have low recidivism rates by
comparison to check passers and some other property offenders who
were included most heavily in the conventional easeloads. The substan-
tial reduction in check offenders sinee that time has reduced the effect
of this factor in post-1968 data, Beginning in 1968, aggressive history
cases have been added to conventional parole units, The ratio of such
cages in eonventional units as compared to work unit caseloads still
raises & question of comparability, ie., 456 in eonventional to 1,174 in
work unif, The data gathered in the post-1968 period is not sufficient
to base a conclusion of program effectiveness,

The return rate after two years parole exposure for inmates released
to conventional units between May, 1965 through June, 1968, was 33.8
percent. This is 1.2 percentage points higher than the return rate for
work-unit parolees for the same time periods and parole exposure which
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ts not a significant 1mprovemen1: in relation to the increased costs of
work unit. Further evaluation of this work-unit project is necessary
and continuation of the project n the budget year is recommended.

Nonfelon Addict Parcle

A third distinet type of parole supervision is provided the nonfelon
addiet released to outpatient status from the nonfelon addiet rehabili-
tation program. After an initial period of institutional treatment stress-
ing physical conditioning and group and individual counseling, the non-
felon addict is released to outpatient status. The parole supervision
eonsists of casework services, surveillance and antinarcotic testing to de-
termine use of narcoties. A determination of subsequent illegal drug
usage results in a return to the rehabilitation center for additional
treatment. Caseloads per parole agent average 32 parolees.

Program expenditures in 1971-72 inelude 205.2 man-years and $4,- A

152,000 to continue the currently authorized level of service. The aver-
age daily parole population for this program element is estimated to
total 4,268 cases in the budget year, an increase of 156 cases over the

eurrent -year total. Total personnel effort to be expended is pro,]ected ‘

to increase 4.4 man-years in 1971-72 over 1970-71.

A nonfelon addict is by law deemed sufficiently rehabilitated to be
discharged from the program if he has remained drug-free for three
vears. The number discharged under this eriteria is reflected in the data
entitled, ‘‘Returned to Court for Discharge’’ in Tables 5 and 6.

Tables 5 and 6 show declines in the returned-to-court-for-discharge

category for both male and female addicts. These data are subject to.

change espeeclally for 1967 as subsequent discharges are made. For
example, 1966 court returns for discharge now total 119 in Table 5
while one year earlier this release group had produced only 16 dis-
charges. Therefore, the 1967 data in these tables 1s expected to be sig-
nifieantly larger in next year’s report and does not represent neces-
sarily a deecline in rehabilitative effect.

The number discharged after having been drug-free is a minor part
of the total nonfelon addiet population. The institution and parole
programs for nonfelon addicts have been justified in the past on the
need to provide treatment to the individuals ‘committed. While the

success rate is not high, it is somewhat better than results reported for -

other treatment programs for this type parolee.

In an effort to increase this program effectiveness, the department
plans to implement a methadone treatment project during the eurrent
yvear. The project is to be located in Los Angeles for a maximum of

200 felon and nonfelon addicts. Felon addiets are parclees from reg- -

ular penal institutions as opposed to releasees from the nonfelon re-
habilitation center program. The methadone program workload and

costs will be absorbed within eurrently budgeted resources and no in- -

creases are proposed in the budget year.

. §hort-Term Return Units

~ There are 12 short-term return nnits operated by the department.

The units consist of inmate housing in regular institutions segregated -

from the main prison population and vary in size and staffing accord-
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Table 5

Male-Civil Narcotic Addicts Released to Qutpatient Status
(By Cohort Year of Release)

’ Year of release to outpatient slatus .
1964 15865 1966 1967 1968 1969

Status No, Percent No. Percent No. Percent No. Percent No. Percent No. Percent
Number released to outpatient status...—___ 677 106.0 1,342 100.0 131,247 1000 2,119 100.0 2508 1000 2,768 100.0
Btatus as of 6-30-70 i ‘
Active ontpatient status 2 0.3 22 1.6 42 . 34 184 8.7 362 144 982 35.5
Ynactive outpatient statas 1____________ 2 0.3 17 1.3 27 2.2 55 2.6 i73 6.9 482 17.4
Returned to CRC - 509 6.2 1,015 75.6 915 784 1,653 7383 1,717 685 1,195 43.2
Died _____________ o __ 5 0.7 21 1.6 13 1.0 3B .18 39 15 33 12
Discharged from civil commitment_______ 159 23.5 267 19.9 250 20.0 292 13.8 217 8.7 76 29
Returned to court for discharge.._____ 102 151 156 - 20.9 119 9.5 a2 25 - - - -
Discharged by the Department_____.___ 9 1.3 24 1.8 27 22 19 0.9 22 0.9 18 0.6
‘Writ (Habeas Corpus) . ________ it 21 21 1.6 7 0.6 14 07 7 0.3 2 0.1
Returned with new felony commitment 21 3.1 46 3.4 39 3.1 65 3.1 66 2.6 32 1.1

Other court order discharge—.._________ 13 i9 30 22 58 46 1423 6.7 122 49 24 0.8

1 Cases in suspended status, in detention, or whereaboits unknown.
Source: Department of Corrections Research Division,
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Table 6

Women Civil Narcotic Addicts Released to Outpatient Status
(By Cohutt Year of Release)

1 Cases in suspended states, in detention, or whereabouts unknown.
Bource: Department of Corrections Xiesearch Division.

) 1964
Status No. Pereent
Number released to outpatient status . 18F  100.0
Status as of June 30, 1970
Active outpatient status_._ . ______..___ 2 1t
Inactive outpatient status2_____ ________ - -
Returned to California Rehabilitation
Center 112 61.9
Died o 4 2.2
Discharged from eivil commitment_____.._ 63 34.8
Returned to court for discherge_______ 43 23.
Discharged by Department of
Corrections - -
Writ (Habeas Corpus) —_____________ 9 5.0
Returned to prison with new
felony commitment . ___._ 4 2.2
Other court order discharge______...____ T 3.9

No.
235

2
3

161,

06
36

Year of release to outpatient staius

1965 1966 1867

Percent No. Percent No.- Percent
160.0 250  100.0 372 1000
0.9 4 1.6 47 12.6

1.3 51 2.0 18 4.8
685 179 716 232 624
1.3 4 1.6 4 i1
28.0 58 23.2 71 191
153 38 15.2 20 5.4
3.8 2 0.8 2 2.4

3.8 1 0.4 6 16

1.3 6 2.4 3 0.8

3.8 11 4.4 33 S8

1968 1969
No. . Percent No.  Percenl

374 100.0 471 100.0
85 227 186 395
kL 109 101 2156
208 65.6 174 37.0
T 19 1 0.2
34 91 9 18
5 13 4 08
3 0.8 1 0.2
4 11 4 08
22 5.9 - -

-
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ing to need. The purpose of the units is to provide short-term reinecar-
ceration averaging 4.5 months for parolees requiring such treatment in
licu of parole revocation and return to prison for 15 to 18 months,
The program is limited to parolees in danger of violating parole rules
and those parolees returned with new convictions are excluded. The
department estimates it will place 1,300 parolees in this program dur-
Ing 1971-72. If this number of parolees had their parole revoked, their
cost of care for 15 to 18 months wounld greatly exceed the cost of this
program element. This function represents a savings to the extent that
it reduces the total incarceration time, Costs of this program element
totals $120,841 and 6.4 man-years for 1971-72, which is relatively the
. same level of program currently authorized,

The department advises that the parole success rate after a 12-month
parole period appears to be relatively the same for releasees from the
short-term return units as for those originally confined to prison for
a median term of 17 months, The department emphasizes that the com-
parison is not wholly valid as the two groups are not fully comparable,
A more scientific evaluation of program effectiveness would require
the establishment of control groups of like parolees who are in similar
circumstances relating to possible parole violation, some of whom would
be returned to prison for 15 to 18 months, and others left in the eom-
munity to compare subsequent parole results with the group placed
in the short-term units.

The small nambers and program cost do not warrant such an exten-
sive evaluation effort. The program can be reasonably justified on a
subjective basis in that it provides the parole agent with an alternative
approach at less state cost than prison return for an extended period.
However, if the subsequent recidivism rate of the short-term return
unit releasees is not improved over that of parolees not sent to these
units, the end result could be an increase in total institution time
included in the total period of the individual’s term of sentence, ie,
the 4.5 months under this special program plus the 15 to 18 meonths

“for the subsequent parole violation,

The department is currently considering expansion of this program
to inelude approximately 75 pereent of the parolees now returned to
prison for parole violations other than ecommitments for new eriminal
‘offenses. This program expansion would reguire additional initial fund-
ing, but the department anticipates that the added costs would be off-
set eventually by savings in institutional costs due to the shorter pe-
riod of incarceration. The need for additional programs is based on the
reported attitude of the Adult Aunthority that such program enrich-
ment is necessary. This is 2 judgmental factor not supported by defini-
tive data reflecting that increased programming resuits in parole im-
proverment, There is an additional value to the reduetion in the total
period of incareeration in that some would return sooner to employ-
ment and support of themselves and family. A disadvantage would re-
sult if the program did not result in improved parole performance in
relation to the commission of additional erimes. The parclee would be
‘released to commit subsequent erime or erimes approximately 12 months
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earlier than if he had been inearcerated for the 15- to 18-month period.
Asg this short-term return program is limited to nonfelon addicts and
violators of parcle rules other than for the convietion of new offenses,
this may not be a significant factor,

We recommend that the department gnd ihe paroling authorities
give active consideration to expansion of this program for selected
parolees so that public protection will be provided while additional sqv-
tngs in tncarceration time are made, We further recommend that the
Adult Authority permit short-term reincarceration without dnereased
programming for a representative sample of parolees to test whether
the enriched program is needed,

Community Correctional Centers

The department operates four community correctional centers for a
total average daily population of 207 nonaddicted felons and nonfelon
addiets. The centers provide residential care dnd rehabilitation services
to parolees lacking adequate finaneial or family resources or who are in
need of assistance in the transition from an institutional setting to free
soclety.

‘Parole agents are located at the center and provide supervision and
assistance to the parolee during and subsequent to his residence in the
.center, The center programs inelude all available community resources
to assist in the parolees’ adjustment, The centers are also used to house
felons released on the work-furlough program. The department advises
that the availability of the centers results in earlier release from prison
of some parolees.

The 1971-72 budget will authorize total expenditures of $838,779
and 44,5 man-years for these four centers to continue the existing pro-
gram level, The cost inerease of $84,704 over the current-year estimated
-expenditures is due to price inereases, merit salary adjustments and
inereased retirement contributions.

These centers have been provided as an additional program resource
.and definitive research of -program effectiveness using control groups
of like parolees mnot in the eenter program is not being conduected.
Definitive research of this nature would be required to show any re-
habilitative effect of this program. The centers have been established
on the claimed need for the type facilities for the parolees served
rather than the program’s rehabilitative effect. The department should
compare the parole outcome of parolees in this program with similar
parolees not afforded this treatment. We recommend that the departs
ment implement o research effort for this purpose.

Parolee Psycl.niatric Outpatient Services

Psychiatric outpatient elinics are operated in Tios Angeles and San
Franeisco. They provide professional psychotherapy on a followup basis
to parolees with aggravated assaultive and sexual offense convietions
as well as to parolees with emotional problems, They make emergency
psychiatric evaluations of parolees, consult with parole agents on cru-
cial case decisions, and participate in the training of new agents, Over
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90 percent of the parolees attending these clinies are paroled by the
Adult Authority with the mandatory order for psychiatric attention

-during their parole.

The department estimates total expenditures for this service in
197172 of $462,089 and 24.5 man-years to maintain the currently
authorized level of service. The workload accomplished in the past year
and estimated for the eurrent and budget years is reflected in Table 7,

Table 7
Psychiatric Qutpatient Workload

Actual Hstimated Estimated
196970 197071 1871-72

Number of patients beginning of fiscal year__... 782 1,001 1,206
Nunmber of parolees ndmitted to elinfes________ 847 790 )
Number of parolees terminated from program__ 538 675 T80
Number of patients end of fiscal year_________ 1,091 1,206 1,201

Antinarcotic Testing

The department provides for nalline tests and urinalyses to determine
if paroled narcotie addicts are using narcoties. The objectives are to
deter readdiction te marcotics and to permit early discovery of nar-
coties reuse. The return to nareotic usage results in reincarceration for
further treatment.

The department will provide tests for 6,700 parolees in the budget
year, an Increase of 200 over the eurrent year. Based on prior ex-
perience, an estimated 56,000 regularly scheduled and surprise tests
will be made, of which approximately 2,820 or 5 percent will be posi-
tive, denoting drug usage. ‘

Community Resource Development

This program element includes utilization of persons indigenous to
the disadvantaged community as parole aides and the serviees of se-
lected parole agents employed in community service centers. The parole
aides help to bridee the communication and relationship gap that tends
to separate the parole agent from the parolee and his community, The
multiservice center program provides a eentral location for eombined
governmental serviees in various local communities of large metro-
politan areas.

The proposed budget for 197172 provides 31 man-years and $199,-
032 to continue the currently authorized program level. The 31 man-
years includes 26 parole aides employed in various areas of the state
and five correctional consultants employved in the multiservice centers,
The cost of the eorrectional eonsultants is reimbursed by the Depart-
ment of Human Resources Development.

Special Items of Expense

These speeial items provide reimbursements to the counties for ex-
penses relating to transportation of prisoners and parole violators,
returning fugitives from justice from without the state, and court cost
and other charges related to trials of inmates and related matters.
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These reimbursements are made by the State Controller on the basis
of claims filed in accordance with law, Actual and estnndted expendi-
tures for these special jtems are reflected in Table 8,

Tahble 8
Special ltems of Expense
Transportation of prisoners and

parole violators ________________ $112,936 $117,453 $120,842
Returning fugitives —— oo 335,487 850.202 359,275
Court costs __ - 496,593 417,540 429,588
Totals $045,016 $885,105  $009,703

ADMINISTRATION

The administration program includes centralized administration at
the departmental level and administration of each institution and parole
region. The administrative head of the department is the director who
eonsults with and secures the advice of the three parcling bodies. The
departmental administration provides program coordination and sup-
port services to the institutional and parole operations. Each institution
is headed by a warden or superintendent and its own administrative
staff as necessary. Institutional operations are divided into custody and
treatment funetions each headed by a deputy warden or deputy su-
perintendent.

The parole operation is administratively headed by a deputy director
assisted by eentralized headquarters staff, The state is divided into siz
parole regions, cach dirveeted by a parole administrator. The parole
funetion is subdivided into districts and parole units which eonsist of
a supervising agent, a one-half time assistant supervisor who carries
one-half 2 caseload and six case carrying parole agents,

Total expenditures for administration are estimated at 498.7 man-
vears and $8,966,235 for the budget vear. This is a reduetion of 20 man-
vears under the current year but an increase of $79,094 or 0.9 percent.
The reduction in man-years is due to workload decrease, increased
efficiency and the closing of an institution,

The total cost of administration is also prorated to the other pro-
grams except Special Items of Bxpense, The cost increase is due fo
merit salary adjustments, general price inereases, and inereased retire-
ment contributions,
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DEPARTMENT OF THE YOUTH AUTHORITY
Items 220 through 227 from the General

Fund Vol. III p, 139 Budget p. 190
Requested 1971-72 _ e $70,739,648
Estimated 1970-71 _. - 68,747,738
Actual 1969-70 —_—— 62,528,380

Requested inerease $1,991,910 (2.9 percent)

Total recommended reductlon e —ee $702,200
) Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. We recommend that if a rate increase is authorized by the 527
Legislature for the probation subsidy it be based on the increase
in the California Consumer Price Index until a2 miore equitable
adjustment factor can be developed by the Departments of the
Youth Autherity and Finanece. ‘

2, We recommend that the department survey a represent- 535
ative sample of cases to determine to what extent clinie recom-
mended programs are being followed by the institutions. This
survey should also determine the reasons for and the need to
conduct reevaluations and reprogramings at the institutions.

3. We recommend that the department reduce its 197172 536
population projection by 200 wards resulting in an estimated
budget reduction totalmg $697,200.

4. We recomumend deletion of the lighting improvement pro,] bart
ect at Pine Grove Camp for a savings of $D 000,

‘GENERAL PROGRAM STATEMENT

The Department of the Youth Authority and the Youth Authority
Board were created by the Youth Authority Act adopted in 1941, and
codified in Chapter 2.5 commencing with Section 1700 of the Welfare
and Institutions Code. The purpose of these two units is ‘. . . to pro-
tect society more effectively by substituting for retributive punishment
methods of training and treatment directed toward the correction and
rehabilitation of young persons found guilty of public offenses.’’

The department and the board have attempted to carry out the
legislative mandate in institutional programming by eliminating cor-
poral punishment and by previding prevocational and voeational train-
ing programs, academie instruetion, increased counseling and casework
services, and speeclalized treatment programs for problem cases. Com-
munity-based programs include regular and low-caseload parole pro- .
grams for state wards, and subsidies to local government to encourage
substitution of locally operated programs for commitment to state pro-
grams. These subsidies are founded on the assumption that more effec-
tive rehabilitation can be provided in the eommunity or at least it
is generally more desirable to treat the offender in the community than
to inearcerate him in a state institution removed from his family and
other favorable influences. While there are exceptions in which removal
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from the community is elearly the preferred treatment, the state en.
courages local treatment by subsidizing construction and operation of
county juvenile homes, ranches, and camps, enriched probation services,
and delinquency prevention .activities. Local treatment programs in-
clude incarceration in juvenile halls for short perieds, longer term
commitment to county eamps, day-care centers, and eommunity super-
vision with foster home or in-home placement and probation super-
vision. State subsidies to these loeal programs total $19,837,340 under
the proposed Budget for 1971-T72.

The state-operated program consists of eight institutions, three reeep-
tion centers, and four forestry camps that will house an estimated aver-
age daily population of 5,384 wards, plus a community parole program
for a projected daily average population of 13,369 wards in 1971-72.
The department estimates it will handle 10 fewer institutional and 169
fewer parole wards in 1971-72 than in 1970-71.

The wards to be handled in state programs represent a relatively

small portion of the total delinquency problem. Those persons com-

mitted to the Youth Authority are the results of a filtering system that
commences with the initial arrest. Law enforeement makes the primary
determination as to referral to probation or direet release without
charge. Probation then determines whether those referred will be re-
leased, referred to another ageney such as the Department of Mental
Hygiene or another jurisdietion, placed on informal probation or a
petition filed with the juvenile court, Informal probation is Hlimited
to no more than six months and must be with the consent of the parent
or guardian. The juvenile court may dispose of the petition by trans.
ferring jurisdiction to another county, by dismissal, granting proba-
tion, remanding the ease to the Adult Court or by committing the
ward to the Youth Authorlty

This filtering process is illustrated by the latest available full-year
data, ie., 1969. There were 389,394 juvenile arrests reported and 44.3
percent were released by the arresting authority or released to another
jurisdiction and 55.7 percent were referred to probation. Of the 158,-
3385 referrals reported by probation departments, 49.2 percent were
closed without further aetion or referred to another agency, 14.2 per-
cent were placed on informal probation, and 57,978 or 36.6 percent
were taken to juvenile court for determination. The Youth Authority
received 2,876 juvenile court and 1,618 superior court commitments
in 1969, The result of this filtering process is the commitment to the
state of the more severe cases. These data also point to the possibility
that state incarceration is used so sparingly in relation to total delin-
quency that there is no discernible deterrent effect to this procedure.

Juvenile Arrest Data

Sinee 1960, there has been a continuing inerease in the rate of juvenile
arrests and placements on probation, but a decrease sinece 1965 in the
rate of commitments to the Youth Authority as reflected in Table 1.

Table 1 reflects that while the arrest rate per 100,000 juvenile popu-
lation has inereased 47.2 percent sinee 1960 and the rate of probation
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grants has increased 25.9 percent, the rate of commitment fo the Youth
Authority has declined 42,4 percent. This decline has oeeurred pri-
marily sinee 1965 when the probation subsidy program was authorized.
This program has been instrumental in the reported decline, but has
not been the sole cause as will be discussed more fully in relation to
the analysis of the probation subsidy program.

Table 1

Juvenile Arrests, Probation and Youth Authority First Commitments
{Rate per 100,000 population aged 10 to 17 years)

Total Probation  First commitments
Year arrests granted  to Youth Authority®
1960 W 8,631 . 918 158
1963 —— 10,144 937 169
1966 - e 10,745 931 148
1967 e 11,057 968 122
1968 ... : - 12,248 1,021 106
1969 _.__ 12,702 1,156 91
Percent rate change :
1969 over 1960 .. 47.2 25.9 —424
. 1969 over 1968 _ —— 37 13.2 —14.2

1 Rirst commitment on partlcular offense, not necessarlly the fArst tlme commiited to the Youth Authority,

While the overall arrest rate has inereased 47.2 percent over 1960,
the ‘“‘major offense’’ category, i.e., crimes that would be classed as
felonies if committed by adults, has increased 106.1 percent during that
time as opposd to 18.3 percent for minor offenses, and 38.9 percent for
delinquent tendency cases.

The primary eause of the increase in major offenses is the increase in
drug offenses. Total juvenile drug arrests have inereased 2,125.9 percent
between 1960 and 1969. The 36,719 arrests of juveniles for drug vio-
lations in 1969 represented 86.7 percent of the 100,161 juvenile arrests
for major (generally felony type) offenses for that year. When ex-
pressed in arrest rates per 100,000 juvenile population 10 to 17 years
of age, the major offense arrest rate including drugs increased 106.1
percent. from 1960 to 1969 while the arrest rate per 100,000 of major
-offenses less drugs inereased only 35.6 percent,

‘When consideration is given to the number of other crimes which are
perpetrated to support or are & result of drug usage, the magnitude of
the drug problem becomes clearer. It has been suggested that the ex-
posure of inereasing numbers of Juvenlles to drugs and drug-related
illieit aetivities and our criminal justice system is breeding a disre-
spect for the criminal laws and eriminal justice system regardless of
the validity of those laws and the system. These attitudinal changes may
contribute to even greater increases in delinguent behavior,

Ward Characteristics

The general characteristies of juveniles committed to the Youth Au-
thority reflect that they are often from below average in economie statns
(34 percent welfare, 66 percent self-supporting families), b8 percent
come from broken homes, and neither parent had completed high school |
in 61 pereent of the wards. However, fathers or father substitutes had
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ng eriminal records for 71 percent of the wards, The wards generally
have a negative or indifferent attitude toward school (79 percent), are
generally in grades 10 to 12 (64 percent), of normal I1.GQ., have no
serious psycholowical disorder (69 percent), but generally had delin-
quently oriented associates (86 percent). The wards' delinguent be-
havior reflected they had had three or more delinquent contaets with
authorities prior to Youth Authority commitment (85 percent), and
generally had a prior institutional commitment of some level (55 per-
cent),

The Youth Awthority program for these wards includes initial diag-
nosis and classifieation at the three reception centers, institutional treat-
ment counsisting of academie, prevocational and voeational training,
counseling and social casework, and work programs followed by after-
care counseling and supervision on parole. In addition, there are special-
ized programs for direct release from reeception centers, thus bypassing
the normal institutional stay, as well as other experimental programs.

The programs in the Department of the Youth Authority are sup-
ported by the following Budget Bill items in the amounts and for the
purposes indieated.

Ttem 220—Departmental support —___ - $50,501,933
Ttem 221—Transportation of persons committed . ________ 43,540
Item 222-—Alaintenance and operation of juvenile homes and camps_...  3,337.340
Titem 2283—Constrauction of juvenile homes and eamps . 400,000
Trem 224—State's share—control of juveniles at the international border 129,635
Item 225—County delinqueney prevention commissions_______________ 27,200
Item 226—County delinquency prevention commissions—ryesearch a1l
training grants — —_——— 200.000
Ttem 227—Special probation supervision programs .o 15,900,000
TOTAY, ____ - —-— $70,739,648

ANALYSIS AND RECOMMENDATION

The departmental programs, as proposed in the Governor’s Budget,
will cost $72,424,075 and expend 3,511.1 man-years of effort as shown
in Table 2.

Table 2 points up that while the total number of employees is de-
creasing by 3.7 percent and ward population is relatively constant,
the total program ecost is increasing by 3.4 pereent, This is due to
salary and staff benefit increases exceeding the savingg resulting from
manpower reduetions coupled with operating expense price inecreases.
For instanee, in 1969-70, salary cost for 3,521.6 positions totaled $35,-
450,902 as compared to $37,644,823 for 3,511.1 employees in 1971-72.
Therefore, salary costs due to salary adjustments in 1970-71 and merit
salary inereases for 197172 will total $2,198,921 while the number of
employees will be 10.5 less in 1971-72 than in 1969-70. The $2,061,955
increase in staff benefits in 1971-72 over 1970-71 is primarily due to
inereased social security contribution rates and the inclusion of certain
institution and parole staff in the safety category of the Public Em-
ployees’ Retirement System. This second factor necessitated an in-
crease in state contributions over that for regular employees. Table 2
also reflects a substantial increase in reimbursements (27.7 percent)
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and a decrease in federal funds of $192,855.0r 10.3 percent. The fiscal
adjustments in the 1971-72 budget will be discussed more fully in
the analysis of each separate program.

Table 2
Proposed Program Expenditures
Tnerease 1971-52
over 1970-71

Actual  Estimeted Proposed Per-
Program 1969-%0 197011 197172 Amount cent
I. Community Services
Personnel
{man-years) ____ 202 349 80.0 —4.9 —14.0
Expenditures —-..._ $17,819,462 $20,623,085 $21,622,807 $098,722 4,9
I1. Rehabilitation
Personnel
(man-years) ____ 3,200.7 34115 3,280.2 —1223 —3.6
Expenditnres ___.. 47,184,814 51,556,800 53,170,255 1,613,455 8.1
ITI. Research and Evaluation
Personnel . : .
(man-years) _.__ 50.8 52.7 43.2 —9.5 —18.0
Expenditures _..__ 639,261 708,602 501,882 —116,720 —16.5
IV. Administration—
digtributed to other
programs
Personnel
(man-years) . 1421 147.9 148.7 0.8 0.5
Expenditures —-.--. (2,453,450) (2,0681,498) (2,507,870) (126,372) 4.7
V. Administration—
undistributed
Personnel
(man-years) o-—. — _— — — -
Expenditures - 247 448 256,087 256,306 859 0.3
Program Totals
Man-years ——____ 3,621.8 3.647.0 35111 —135.9 —8.7
Expenditures ... $05,890,085 $73,144524 $75,641,840 $2,407,316 34
Less Reimbursements .. —1,944,547 —2,519,504 —8,217,765 ~—698,261 207
Net Program Totals $63,946,488 $70,625,020 $72,424,075 $1,799,055 26
General Fund .__ 62,528,380 68,747,738 70,739,648 1,991,910 2.9
Federal Funds .. 1,418,058 1,877,282 1,684,427 -—192,855 —10.3

COMMUNITY SERVICES

The ecommunity services program is divided into direct services by
staff to local public and private agencies and by grants of state funds
to subsidize certain local programs relating to delinquency and reha-
bilitation. Direct staff services include standard setting, inspections,
training, consultation, and technieal assistance for local entities. State
- subsidies administered under this program, provide for state-local shar-
ing, by prescribed formulas, of the cost of construction and mainte-
nance of juvenile homes, ranches, and camps, of enriched probation
services and for delinquency prevention programs, The reduction of
delinquency to the greatest extent possible is the ultimate goal of this
program, but there are lesser goals and objectives related to each ele-
ment of the program discussed herein,
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The total program effort for the past actual, current and budget
years is shown in Table 3.
Table 3
Community Services Personnel and Costs
Increase 1971-72

Fiyeal Year Over 197071
Category 1969-76 1970-71 1971-72 Amount  Percont
Personnel man-years 202 349 . 30.0 —41.9 —140
Expenditures ._____ $17.810,462 £20,623,087 $21,622.807 $999,722 49
General Fund __. (17,517, 4‘)0) (20,245,214) (21,470,238) (1,221,024) 6.0
Federal funds .__  (122,007)  (125,000) -~ {—125.000) (—100.0)

Reimbursements . {179,965) {248,871) (152,569) (—96,302) (—-84.7)

Table 3 indicates that this program will be reduced by 4.9 personnel
man-years and increased by $999,722 between the current and budget
years. The staff reduction is due to five positions authorized admin-
istratively for the current year and supported by federal funds, which
positions will not he utilized in the budget year unless the contract
with the California Counecil on Criminal Justice is renewed. Tliese
positions provide a variety of services to local communities and pro-
vide planning services to the juvenile delinquency task force of the
Couneil on Criminal Justice.

The program cost increase of $999,722 is due to a proposed increase
in the probation subsidy of $1,187,500 partially offset by reductions in
other program elements, The program staff is directed by the Deputy
Director, Community Services, assisted by an assistant director, a
deputy chief, 17 consultants and 10.6 clerical positions. The consul-
tants specialize in the various services provided throughout the state.

Services to Public and P;-ivate Agencies

Probation services are provided to approximately 180,000 individuals
by loeal agencies in all 58 counties, two of which have separate juvenile
and adult departments. The counties also operate juvenile halls,
ranches, eamps, and homes, inearcerate juveniles in some jails and
provide enriched probation services under the probation subsidy pro-
gram. The department is required by law to establish minimum stand-
ards of operation and make compliance inspections of these local facili-
tles and programs except for regular nonsubsidized probation services
in which instance the state standards are net mandatory.

The department is also authorized by law to assist in improvement
of'local juvenile enforcement, rehabilitation, and delinquency preven-
tion programs by providing training and consultation services to local
agencies.

The department proposes to expend 13.5 personnel man-years and
$288,307 for these services in 1971-72 as compared to 16 manh-years
and $324,129 in 1970-71, and 13.1 man-years and $2569,218 actually
expended in 1969-70, The man-year reduction in the budget vear under
the current-year program relates to the federally funded positions pre-
viously mentioned. The budget request is justified and will provide
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training in residential courses and one-day institutes for 3,770 law
enforecement, probation, and delinquency prevention personnel and lay
persons. This compares favorably with the estimated 3,646 trainees in
the current year and the 3,019 persons trained utilizing 4,200 Youth
Authority staff hours in 1969-70.

Consultation services will be supplied to 887 separate local agencies
in 1971-72 as compared to 907 in the current year and 906 in the
past year, The reduetion in contacts for this service relates to the
reduction in camp construetion from 20 projects in the eurrent year
to an estimated seven in 1971-72. Consulting services to local agencies
are utilized to disseminate information, explain standards and assist in
upgrading local programs and aetivities.

Annual complianee inspections totaled 213 in 1969-70, and are esti-
mated to total 234 in 1970-71, and 264 in 1971-72. Except for county
camps, ranches, and homes which are inspected by personnel of other
counties, the inspections are made by state personnel who devoted 3,000
man-hours to inspeetions in 1969-70.

The facilities and functions inspected generally are at standard and
any deficiencies noted are brought up to standard. Juvenile halls were
first inspected by the Youth Authority in 1969-70 as authorized by
recently enacted legislation.

Financial Assistance

The state, under the administration of this department, provides
assistance to local government with subsidies for construction and oper-
ation of ranches, camps, and homes for delinquents, enriched probation
programs, delinquency prevention commissions and programs, and a
border check station at San' Diego. State support is intended to and
has encouraged the development of these local programs and is based
on the belief that local treatment of delinguents, if not more effective,
is more desirable than inearceration in state facilities. Treatment in
the community or in locally operated institutions retains the ward in
his normal home and community environment or at least closer to such
influences than may be the ease with inearceration in state facilities.
The degree of correctness of this theory and the extent of its application
have not been scientifically established, but the concept is generally
accepted among those working in juvenile rehabilitation. It is also gen-
erally recognized that removal from the community or at least from the"
natural home situation as it exists is necessary in some cases.

The department expects to devote 11.4 man-years to these subsidy
programs which is basically the same level as the 11.1 and 11.3 man-
years for 1969-70 and 1970-71 respectively. Two additional man-years
are being utilized during the eurrent year and funded by federal
sources, As previously mentioned, these positions will be continued in
1971-72 if the federally funded contraet is subseguently approveds

The total subsidy expenditures are shown in Table 4.
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Table 4
Financial Assistance to Locally Operated Programs
Inorease 1971-72
over 1970-71
Activity aubsidized 1969-70 18%0-71 J971-72 Amount Percent
1. Construction of
juvenile homes, - '
eten o $84,000 $600,000 $600,000 _— _—
2, Maintenance of
juvenile homes,

W™ e el

efe, oo e 8,186,019 8,316,340 3,337,340 $21,000 0.6
., Special probation

supervision ... 12,731,557 14,712,500 15,900,000 1,187,500 81 -
. Border check :

station .oooee—- 104,560 219,835 120,635 -90,000 —41.0
. Delinguency pre-

vention ——o_o—— 227,613 127,200 227,200 100,000 78.8
. Youth service .

bureaus ——..._ 221,179 - 175,000 — —175,000 —100.0

Total Subsidies $16,554,928 $19,150,676 $20,184,175  $1,043,500 5.4

General Fund _ (16,482,021) (19,025,675) (20,194,1756) _— —

Federal funds___  (122,007) (125,000) _— o _—

Staff, operating,
and pro-rated

administrative
eosts e 006,528 1,025,008 . 1,080,424 - b418 0.5
Total cost_.._ 317,461,456 $20,175,681 $21,224.500  $1,048,918 53

Construction and Maintenance Subsidies

Table 4 shows that the construetion subsidy 18 to be budgeted at the
same level as the current year. The amount requested is based on the
counties’ expressed intentions to construet additiondl faeilities less an
estimated savings based on recent experience of counties not being able

_ to fund construetion programs as planned. The amount requested, there-
fore, appears reasonable.

This subsidy was authorized in 1957 to encourage counties to provide
more local facilities for juvenile rehabilitation, The counties must eon-
form to standards preseribed by the Youth Authority to participate
in the program. The state reimburses the eounties for one-half the con-
struction costs, but not to exceed $3,000 per bed unit. The counties
had 27 facilities for approximately 1,503 wards when the program was
commenced, as compared to an anticipated 72 facilities with capacity
for 4,022 juveniles in 1971-72. The state benefits from the fact that
many of these juveniles would have been eommitted to the state where
their cost of care would have been a state burden except for the $25
per month per commitment contributed by the county of commitment.

The subsidy for maintenance of juvenile homes, ete., is scheduled to
increase $21,000 or 0.6 percent. This reflects the lack of growth in the
camp and home program in recent years due to construction funding
problems as well as a significant vacancy factor in some of the local
programs, .
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The maiptenance subsidy was established to encourage local treatment
programs in preference to state institutional incarceration. It is limited
to reimbursement of one-half the ward’s cost of care, but not to exceed
$95 per ward per month. The operating cost of these county facilities
for 1971-72 has been estimated at $27,133,058, of which the counties
will provide $23,795,718 and the state $3,337,340.

Both of these subsidies are General Fund items and are not expected
to expand significantly in the budget year. These two programs could
become more effective by an inerease in construetion at the county level
and possibly by an increase in'the state’s participation in operating
costs. This latter proposition is debatable from the standpoint that the
program has been curtailed due to the lack of construction funds rather
than the size of state participation in operating costs.

Probation Subsidy

The probation subsidy program will total $15,900,000 in 1971-72
as shown in Table 4. This is an inerease of $1,187,500 or 8.1 percent
over the $14,712,500 estimated for expenditure in 1970-71. This sub-
sidy was established in 1965 to share with the counties savings result-
ing to the state from a reduction in commitments of juveniles and
adults to state institutions. To participate, the counties must make
earnings based on a - prescribed formula set forth in the code. The
county earnings are achieved by reducing its commitments below a base
commitment rate previously established, The county is then reimbursed
up to the amount of earnings for the actual cost of providing enriched
probation programs meeting minimum standards established by the
Youth Authority.

The $15,900,000 is entirely from the General Fund and is to provide
for county claims of the last quarter nf 1970-71 and for the first three
quarters of 1971-72. The department projects 4,000 commitment re-
ductions to state-operated adult and juvenile institutions below what -
would have been received under the base commitment rates of the
counties prior to this subsidy. The even split is based on prior experi-
ence. For example, the 3,557 reduction in commitments to state facili-
ties in 196970 included 1,773 juveniles and 1,784 adults. This subsidy
program is probably the primary cause of the commitment reduection,
but other factors have also contributed. Commitments from ecounties
not participating in the program have been reduced but to a lesser
degree. Commitments also declined in 1965 and 1966 in several other
states, but took an upturn in 1967, Statistics subsequent to 1967 are
not now readily available, and whether later data would reflect an
inerease or decrease is not now known. :

Forty-eight counties representing 95 percent of the state’s popu-
lation are expected to participate in the program in 1971~-72. This 1s a
decrease of one county and three percentage points in population cover-
age since 1969-70, the net effect of one county jommng and two coun-
ties dropping out of the program. These two counties could not make
sufficient earnings, due to initially low base commitment rates, to pay
for their enriched programs. The most reeent data reflects that on
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September 30, 1970, there were 152,792 persons on probation and
17,129 or 11.2 percent were in special probation programs supported
by this subsidy. "

Code provisions establishing this subsidy permit the annual adjust-
ment of the payment rate based on inereases in state costs of maintain-
Ing persons committed to the Departments of Correetions and Youth
Authority. The payment rate has not been increased in spite of county
and state cost increases, especially in relation to salaries paid.

Legislation has been introduced at the 1971 session to require the
annual adjustment of the reimbursement rate om the same basis ag
originally ecomputed. A task force representing the Departments of
Finance and Youth Authority and county probation departments
studied this matter in 1970. The task force recognized that state in-
stitutional and’ parole costs may inerease disproportionately to county
cost increases due to the more serious nature of the inmates being
committed to state institutions which might require lengthier terms
and more costly programming. The task forece considered various
methods of computing the rate increase and .determined that the
method most equitable to state and county interests would be utiliza-
tion of the California Consumer Price Index. To adjust the formula
on the basis of this index would require a 14-percent inerease totaling
£1,458,450, In addition to maintaining the same relative sharing basis
as originally established, an increase in rate would forestall more
counties from dropping out of the program. Whether defections from
the program would be widespread without a rate adjustment iz de-
batable due to the substantial subsidy being paid under the existing
payment schedule. The department believes failure to increase the rate
may cause serious defections. The $4,000 per noncommitment presently
paid the counties is sufficient to provide enriched probation serviees
to a number of probationers. The increase can be justified on the basis
of county cost inereases if the Legislature desires to retain the rela-
tively same dollar value of payment as originally authorized. The
increasing of the reimbursement rate is, therefore, a policy issue for
the Legislature, We recommend that if a rate increase is to be author-
ized, it be based on the increase in Californie Consumer Price Index
until @ more equitable adjustment factor can be developed.

Need for Research

We recommend that the department with representation from the
participating counties develop an evaluation program and alterneiive
bases for funding such program for presentation to the Legislature.

The enriched programs under the probation subsidy are primarily
based on reduction of caseload size. Various casework and other experi-
mental concepts are then applied in these low caseload situations.
While it is understood that little treatment can be performed on regu-
lar probation caseloads exceeding 100 to 200 cases per officer, research
in the correctional field to daie has shown that ecaseload reduction alone
is not sufficient to increase rehabilitative results. There is a need to
provide ongoing research to evaluate the effectiveness of the special
supervision programs. The county probation departments generally
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agree on the need to evaluate the rehabilitative effect of the methods
being utilized and by this means it can be determined how best to
utilize the funds made available under the program. For instance,
there are special programs with caseloads of less than 25 probationers
per officer. This may be too low for many cases and too high for
others, or perhaps the funds could be used in some other more effective
manner. Until an evaluation program is established, determinations of
how best to expend the funds available cannot be made. All parties
concerned appear to agree on the need, but eannot agree on how to
provide funds to pay for this research. Alternatives include direct
support from the General Fund or indireetly by setting aside part of
the subsidy funds for this purpose. The counties oppose this latter
alternative as it would reduce the amount of program funds available,
‘We support the concept that the subsidy program should support the
research effort, as more effective use of the funds developed by the
evaluation effort would benefit all counties partieipating.

In an effort to initiate at least basic data eollection, we recommended
to the 1970 Legislature that the department commence data collection
for an annual report to the Legislature on the number of cases handled
and the probation outcome of cases in the special supervision pro-
grams. The Legislature endorsed this recommendation and provided
that no more than $50,000 of the subsidy funds could be used to gather
statistics and provide related research and evaluation of the program.
With the funds provided, the department contracted with the Bureau
of Criminal Statisties to provide these data. The bureau will also be
able to provide these same kinds of data on all other probationers which'
represents an added benefit at no additional cost. There still remains
a need to evaluate the effectiveness of individual county programs so
that the most efficient use can be made of the funds available for these
speeial programs.

Delinquency Prevention Subsidy \

The fourth subsidy reflected in Table 4 consists of two related fune-
tions. One provides for state sharing of operating eosts of local delin-
quency prevention commissions and the other provides funds to estab-
lish delingueney prevention programs.

Delinqueney prevention commissions of not less than seven members
may be established in each county by ordinance to coordinate the work
of the public and private agencies engaged in delinquency prevention
activities, The commissions are authorized by Section 1752.5, Welfare
and Institutions Code, to receive funds from governmental and non-
gmfffernmental sources and to hire an executive secretary and necessary
staff. ’ '

To encourage creation of such commissions, the Legislature has pro-
vided that a subsidy of not more than $1,000 per annum may be made
to each commission to help defray operating expenses. This subsidy
was enacted in 1965 and the number of commissions receiving subsidy
has increased from 13 in 1966-67 to an estimated 32 in 1971-72. In
addition, there are an additional 12 commissions not subsidized. The
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44 commissions are operative in counties containing 90 percent of the
state’s population. Most of the eommissions not subsidized are in the
smaller counties and have not requested state assistance as they have
not had significant operating expenses. Some might request assistance
as they become more active in this program.

Since $200,000 in state support for local delinquency prevention
programs supplemented by $600,000 in federal funds was provided,
the commissions have increased their activities in relation to the estab-
lishment of delinquency prevention programs, Projects were funded
for 11 public and private ageneies in 1969-70. This program was budg-
eted for $100,000 in 1970-71 which, coupled with carryover funds from
1969-70, was to maintain the authorized expenditure level and shift
from a calendar to fiscal year basis. The request for 1971-72 is for
$200,000 which continues the previously authorized expenditure level.

Delinguency prevention has generally been treated as a local govern-
ment problem except for the contribution made by the state-operated
rehabilitation programs for delinquents, With the implementation of
the delinquency prevention and probation subsidy programs, the state
is beeoming more directly invelved in delinquency prevention.

The greatest need in delinquency prevention is to determine the
causes of and seek to obtain eures for delinguent activities. For that
reason, we reconunend in the 1970-71 Analysis of the Budget Bill that
- the Youth Authority, being the custodian of a sizeable portion of delin-
quents and being staffed to provide diagnostic and counseling serviees,
should use those resources to determine the causes of delinquency. The
department is currently developing methods to obtain this information.

Local prevention programs funded by this subsidy may also provide
information on causes and prevention methods. Many Youth Authority
wards, for example, are deficient in academic skills and are school drop-
outs, but all dropouts and academic failures do not become delinquents.
It has been hypothesized that the constant frustration of academic
failure may result in school dropouts and delinquent behavior, Re-
search on the basis of controlled pilot studies would be the least expen-
sive method of obtaining basie information, The resources of this de-
partment plus any research effort available at our state-supported
academic institutions should be used for this purpose. Research on crime
and delinquency by various public and private agencies is currently
being funded by numerous federal grants of fairly recent authoriza-
tion. The subseguent results of such research effort may answer some
of these basic questions.

San Diego Border Check Station

The City of San Diego operates a check station at the Mexico-TUnited
States border near the Tijuana point of entry to deny passage into

Mexico to juveniles not escorted by adults or without proper parental -

eonsent. There were 18,228 juveniles stopped and interviewed during
196970, and 5,597 were denied eniry into Mexico. An estimated 22,650

juveniles will be interviewed and 7,927 refused crossing privileges dur- -

ing 1971-72.
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The cost of this check station is prorated between the state and the
City of San Diego on the proportion of ecity and non-city residents
turned away from the border. The $129,635 requested for 1971-72 is
the same level, exclusive of $90,000 in construction funds, as authorized
for the current year. The requested amount is approximately $25,000
more than the actual 1969—70 expenditure and appears generally in
line with program needs. The City of San Diego has estimated the
state's share of operating costs at $150,000 for 1971-72.

We recommend approval.

. Youth Service Bureaus

This program element was authorized by the 1968 Legislature as a
three-year experimental project to terminate on the 61st day following
the 1971 legislative session. No funds are provided for this funection in
the 1971-72 budget.

The authorizing legislation declared that delinquency prevention
efforts must be concentrated at the local level to be meaningful and
effective and that sufficient services and resources already existed in
the communities to combat delingueney, but such services needed coordi-
nation. The Legislature authorized the establishment of four service
bureaus to provide a wide range of services and continuity of treatment
and to eliminate duplication of delinquency prevention efforts in the
community. It was also required that annual evaluation reports be sub-
mitted to the Legislature. The first annual report was submitted in
January 1970, and the second was not received as of this writing, The
four serviee bureaus were opened in the early months of 1969 following
establishment of managing boards and hiring of a coordinator for each
as authorized by law. The department also obtained federal funds on a
matching basis to establish five additional service bureaus and to pro-
vide & research unit to measure the effectiveness of the program. Fail-
ure to continue the state effort may result in elimination of the federal
project,

The legislation emphasized the need for coordination of existing and.
sometimes duplicating services, but also authorized implementing treat-
ment services deemed necessary. Reports to date reflect a greater em-
phasis on the provision of services than on coordinating local activities.
These reports have not been very enlightening on the nature and extent
of loeal prevention serviees available. Knowledge of such services ap-
pears to be primarily limited to the span of information of those di-
rectly working in this aetivity in the particular community,

The nine service bureaus furnished direct services, generally of a
counseling nature, to 1,000 juveniles during the first six months of
1970 as reflected in a progress report issued in August 1970. Referrals
have come to the bureaus from a variety of sources, but only a few
of the bureaus have received a substantial number of referrals from
law enforcement. In some bureaus, law enforcement referrals are in
the process of being developed. Some law enforcement agencies are
reluetant to make referrals because of uncertainty that adequate serv-
ices will be available, This inadequaey is due to the failure to receive
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promised serviees by other local agencies. These findings, based on
the first 18 months of operation, are not sufficient to support a recom-
mendation to continue this program. There appears to be a need to
provide some services in the nature of these service bureaus. Whether
there can be effective coordination of local activities also needs to be
determined.

‘Coordination of loecal prevention activities is, by law, a function of
the county delinquency prevention commissions. An alternative to this

experimental program would be to urge greater activity and partiei- -

pation by delinquency prevention commissions and their operation
of service bureans. This may be aceomplished by appointing commis-
sions with active interests in the establishment of prevention programs.
These service bureaus could be supported by state and federal delin-
guency prevention funds on an experimental basis and by county funds
and voluntary contributions of funds and serviees,

‘We are withholding recommendation as to eontinuation or abandon-

ment of state support for this program pending review of the second
annual report. ,

Delinquency Prevention Assistance

The department provides staff services to disseminate information on
delinqueney and its possible causes, to encourage support of citizens,
local governments, and private agencies to implement and maintain
delinquency prevention and rehabilitation programs, and to conduet
studies of local probation departments,

"The department devoted five personnel man-years and $98,788 to
these funetions in 1969-70, and plans to use 5.1 man-years and $109,-
901 on these activities in 1971-72, which continues the previously au-
thorized level of serviee for this funetion adjusted for priece and merit
salary increases, '

During 1969-70, the staff consulted with 215 private and public

groups in an effort to encourage new eommunity-based delinquency -

prevention programs. As a result of these contacts and the availability

of state and federal funds, 117 proposals requesting funding assistance:

were received. The program budget does not contain information on
" the general nature of these proposals, the number actually funded and
implemented, and methods established to evaluate the results. Such
information is necessary to an evaluation of the effectiveness of this
funetion and should be included in budget presentations. We have re-
quested the department to furnish this information for review.

The staff also conducted surveys of two probation departments at

the request of the local boards of supervisors, The surveys resulted in .

reorganization of the departments in line with current correctional
practices, This unit also produced four pamphlets relating to delin-

quency and drug abuse as a part of its continuing public education |

effort.
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i REHABILITATIVE SERVICES

The rehabilitative services program includes those funections that
directly affect the projected 5,384 wards in state-operated institutions
for delinquent juveniles and 13,369 parolees under supervision in the
ecommunity. The program goals include immediate public protection by
inearceration and future public protection and benefit to the offender
by his rehabilitation.

The program workload results from the commitment of approximately
4,600 juvenile offenders to the state who have been adjudged by the
"courts as too severely delinguent for treatment in the local community,
The majority of these commitments had a number of previous contacts
with the loeal juvenile rehabilitation programs sueh as juvenile hall,
ecamp and home placement, informal and formal probation supervision.
The 18,753 juveniles estimated to be in state juvenile correctional
institutions and on parole in 1971-72 are & small portion of our total
youth population.

Recent trends in Youth Authority population reflect an inerease in
minority group representation, 49 percent compared to 44 percent in
1962 ; more extensive delinquency background, 3 percent with no prior
record in 1969 as compared to 6 percent in 1960 ; and 26.3 percent com-
mitted for offenses against persons as opposed to 16.1 percent in 1960,
The wards are generally older and a greater proportion are eriminal
court rather than juvenile court commitments, i.e., 79.6 percent juvenile
court commitments in 1956 and 61.8 percent in 1969. These changes
are primarily a result of the probation subsidy program wherein the
younger, less severely delinquent ward is being retained in the eom-
munity. This was one of the original goals of the probation subsidy
concept because it was evident that many counties were comm1tt1ng
juveniles who could be and in some counties were retained in the eom-
munity. These changes in ward charaeteristics have necessitated some
program changes which will be discussed hereafter,

Organization N

The department is headed by a director who is assisted in overall
operation by a central administrative staff located in Sacramento. The
Rehabilitation Services Program is administered by a deputy director
and supporting staff, also in Sacramento, The program is geographically
divided on a north-south regional basis. Each region in turn is directed
by a regional administrator who is administratively responsible for all
ingtitutional and parole funetions within his region. This is a new
organizational structure first approved for the current fiscal year and
established as a means of providing a better coordinated continuum of
treatment and to remove artificial barriers created by separate and
distinet institution and parole ‘functions. The organizational change
effectuated this year does not provide sufficient experience on which
to evaluate ifs effectlveness

Each institution is headed by a superintendent and is divided into
functional units devoted to administration, treatment, and support
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services. Parole services are organized on a regional and unit basis
extending from the basic unit, i.e., 1.5 supervisory agents to 6.5 agents,
3 to 6 units per region, and 10 regions divided on a north-south geo-
graphic basis. The number of units varies because of the geogmphlc
extent of the region and other administrative factors.

The Rehabilitative Services Program is divided into three major ele-
ments: diagnosis, care and control, and treatment. Manpower and
monetary expenditures by program elements are set forth in Table 5,

Table 5
Rehabilitation Services Personnel Man Years and Expenditures
Increase 1971-72

Progran over 187071
requirentents 196970 1970-71 19172 Amount, Pereent

Diagnosia

Personnel -_____ 587.1 592.2 5724 —19.8 —3.3

Expenditures __. $8,220,451 $8,964,81¢  §9,517,608 $552,888 6.2
Care and control

Personnel .. 1,564.0 1,720.9 1,673.9 —47.0 —2.7

Expenditures .. $21,834,9090 §23,732,464 $24,601,753 $869,289 8.7
Treatment .

Personnel - 1,148.6 1,098.4 1,042.9 —55.5 —5.1

Expenditures __. $17,129,454 $18,859,526 $19,050,800 $161,283 1.0
Totals

Personnel e 8,200.7 3,411.5 8,280.2 —122.3 —3.6

Expenditures .._ $47,184,814 351,556,800 $53,170,265 §$1,613,455 3.1
Funding sources

General Fund___ $44,443,728 $47,881,108 §48,619,520 $738.411 16

Federal funds... 1,113,996 1,544,238 1487475 —56,768  —3.7
Reimbursements _ 1,627,000 2,131,458 3,063,260 931,807 43.7

Table 5 points up that while the ward population is projected ta

remain rather eonstant and there will be a net reduetion of 122.3 per-
sonnel man-years, the fotal program costs are projected to increase
$1,613,455 or 3.1 percent over the current year. The inerease is largely
due to priee and staff cost increases, the latter caused by merit salary
adjustments and providing safety member retirement benefits to eligible
institution and parole staff. This benefit change required increased state
eontributions of $2,000,000 for retirement purposes budgeted for this
department.

The staff reduction is due to the planned closing of the Fricot Ranch
School for Boys and other program reductions discussed herein,

Part of the 210-bed capacity lost by closing this institution will be
provided by opening two living units for boys at Ventura and Los
Guilucos Schools for Girls and an additional cottage at the Fred C.
Nelles Sehool for Boys. The housing of male wards in girls’ schools
is being implemented on an experimental basis during the current

year. While new to the Youth Authority, similar ward housing arrange-

ments for delinquents have been successfully operated by other public
and private entities. The total staff reductions are partially offset by
proposed new positions to be discussed herein.
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| Diagnosis '

The objectives of this program element are:

1. Initially to receive and compile a clinical evaluation of the esti-
mated 5,186 juveniles to be committed in 1971-72 by the juvenile
courts or returned by parole as violators of parole conditions.

2. To provide presentence clinieal evaluations for juvenile courts
for an estimated 573 juveniles to be referred by contracting counties.

8. To recommend a prograw. of institutional or community treat-
ment (direct release in lieu of institutional ecare) based on ward needs
and department resources.

4. To review periodically the ward’s program and progress at the
institutional level.

5. In the parole function, to evaluate the ward’s progress and readi-
ness for discharge from Youth Authority treatment and control.

To accomplish these objectives, the department operates three recep-
tion eenters and provides diagnostie and case evaluation services in the
institutions and on parole. The department estimates it will nse 572.4
personnel man-years for this program element in 1971-72 and monetary
expenditures of $9,517,693, an increase of $552,883 or 6.2 percent,
The total reduction of 19.8 personnel man-years proposed for 1971-72
will be partially offset by propesed new temporary help positions for
the clinics totaling 1.2 positions at a salary cost of $8,206. These tempo-
rary help positions are requested due to workload inereases related
to increased in-gervice training and transportation time and normal
vacation relief for teachers. In addition to completing the 5,759 elinie
evaluations, the reception centers will recommend, and the Youth

- Authority Board will order, institutional treatment for 83.9 percent
and direct release on parole for 16.1 percent of the wards evaluated.
Statistical data are not readily available on the output of the various
evaluation and tounseling servieces provided in the institutions and on
parole. Parole time studies currently being econducted will reflect parole
output in greater detail in the future, Diagnostic services within the
institutions are provided by a combination of professional and lay
counselors and other staff working om a team basis and holding regularly
scheduled conferences and unscheduled meetings as required. The eoun-
seling workload consists of an estimated 5,384 average daily institution
population and an estimated average daily parole caseload of 18,369.

Need for Evaluation of Clinic Recommendations

The average stay in the reception centers is 28 days at which time
the majority of the wards are committed to the institutions with a
recommended program. When the ward is received at the institution, a
classification committee reviews his clinical diagnosis, all other avail-
able information, and an appropriate treatment program is developed.
This appears to be an unnecssary duplication of effort unless good
reason exists for the two separate diagnoses. The explanation often
given is that institution programs may not fit the ward’s needs or the
institution elassification committee is responsible for fitting the elinie
diagnosis into the institution’s program which requires a separate re--
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view of the ward’s needs as well as the clinie report. We recommend
that the depaortment survey a representative semple of cases fo deter-
mine to what extent clinic recommended programs are being followed
by the institutions and determine the reasons for and the need to con-

duct reevaluations and reprogroammings af the institution. The clinic

recommendations should be of such nature that a reevaluation of ward
needs would not necessitate the development of a new program at the
institutional level. If elinie reports are not applicable to the institution
of assignment, then the clinie process should be corrected. Such an
evaluation as recommended would be nseful in determining the effec-
tiveness of the clinic recommendations, which is not now available,

Care and Control

The care and eontrol program includes residential care in camps and
institutions providing the basic human needs for housing, feeding,
clothing, medical and dental services and also surveillance and control
in the community through parole supervision. The program objectives
are to provide these basie needs in a safe and secure setting for in-
dlvldual and general public protection and to provide communlty sa-
pervision and control.

This program is condueted in the institutional and parole orgamza- ,

tional patterns previously deseribed. Both institutional and parole staff
have control and treatment functions. As cost aceounting has not been
introduced in these programs, the proration of man-years and expendi-
tures to care and control as opposed to treatment are based on depart-
mental estimates.

The wards are housed in facilities ranging in inmate capacity from
80 ward camps to the Youth Training School with a eapaeity of 1,224
wards. The usual institutions range from 250 to 560 capacity. Housing
units for girls have a capacity of 40 to 50 girls in individual rooms,
Male housing units are generally 50:boy capacity open dormitories but
individual rooms are provided at the Youth Training School.

Feeding facilities are either. centralized mess halls at the older fa-
cilities or decentralized dining rooms attached to the living wunits with
centralized food preparation at the newer institutions. Custody and
control during the nonsleeping portion of the day is provided by youth
counselors who also double as treatment personnel in relation to ward
counseling, classification and other treatinent team activities. Control
during the sleeping hours and for the institution perimeter is provided
by group supervisors who are not assigned treatment functions, Com-
munity surveillance and control is provided by parole agents who also
have treatment responsibilities.

Speeialized employees are provided for food preparation and distri-
bution, clothing and housing eare and maintenance, and medical and
dental needs.

The department estimates it will spend $24,601,753 on this program
in 1971-72, an increase of $869,289 or 3.7 percent over the 1970-71
program level, Personnel man-years will decrease 47 from 1,720.9 in
1970-71 to 1,678.9 in 1971-72.
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The expenditure increase is primarily due to price inereages and in-
ereased retirement costs of custody and parole personnel. The staff
reduction is largely due to the closure of the Fricot Ranch Sechool.

We recommend approval of the proposed increase in ward pay. The
department operates four forestry camps of 80 wards each. The wards
are employed in the state and national forests for fire prevention and
suppression as well as other conservation work. The wards are cur-
rently paid 50 cents per day without overtime pay. The department
proposes to increase the daily rate to 75 eents and to pay overtime at
the rate of 30 cents per hour for fire suppression duties after the
first eight hours per day. This overtime factor is identical with benefits
provided adult inmates performing the same tasks. This will increase
ward pay $21,740 or 50 percent for the budgetl year,

The workload for this program is the average daily institution and
parole population. The average daily institution population is pro-
jeeted at 5,384 for 1971-72, a decrease of 10 or 0.2 percent under
1970-71. Parole population is also pro;ected to-deerease from an aver-
age of 13,638 in 1970-71 to 13,369 in 1971-72, a decrease of 169 pa-
rolees or 1 2 percent.

‘While personnel man-years are sehedul‘ed to decline by a net total
of 47 man-years, the department is requesting a total of 11.6 proposed
new positions for this program. A total of 6.6 positions are temporary
help adjustments for workload inereases relating to inservice training,
inereased transportation requirements, teacher vaecation relief and in-
creased overtime for escapes and emergencies. The 6.6 positions are
based on inereases from 0.1 to 0.6 positions at various institutions,
some of which were transferred from a like category due to the closmg
of Fricot. The department is also requesting five group supervisor
positions to provide an additional fence patrol position on a three-
shift, seven-day-a-week basis due to the escape problém at the Preston
School of Industry.- These five positions were established during the
current year and coupled with inereased treatment and eontrol staff
inside the institution, resulted in a 61 percent decrease in escapes from
41 in 1969 to 16 in 1970 Prior to 1mp1ementat10n of this additional
coverage, escapes had become an increasingly serious problem at this
institution. All 11.6 proposed new positions are offset by reduections in
other previously authorized positions and therefore de not represent
an inerease in the total budget.

Population Projections

We recommend that the de'partment reduce tts 1971-72 population
projection by 200 wards resulting in fotal estimated budget reduction
of $697,200.

The budget of this department is predicated on the number of wards
for which is will provide services. Overprojection of population results
in budgeting this department at a higher level than necessary, It
could result in the closing of a small institution like Fricot when the
actual population reduction might justify closing a larger institution,
In prior years, we pointed out that this department has overestimated
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its population projections for the budget. This -budget projeets the
average daily institutional population at 5,394 wards in 1970-71. The
population has actually averaged 4,987 during the first half of the
1970-71 fiscal year. To reach the projected average for the year would
require an average daily population of 5,801 wards in the second half
of the fiseal year or approximately 800 wards or 16 percent more than
in these institutions during January, 1971. It is extremely unlikely
that the average population will increase to such an extent. The pre-
vious high annual percentage inerease was 11.1 percent in 1962-63
that was prior to the probation subsidy program which caused a down-
tarn in commitments. Total referrals for 1970 were 17.4 percent below
1969, and this rate of decline increased to 21 percent when only the
last six months of each of those years are compared. The tendency
to overproaeet population is partly dne to the tact that the depart-
ment’s budget is developed on a population projection made more than
six months prior to presentation of the budget.

To average the population projected for the budget year would re-
quire an average population increase of approximately 400 wards or
8 percent over the average daily population of the first half of the
current year. Based on the decline in commitments for the past two
years, even though there have been aggravating factors such as in-
creaging crime and unemployment, a projected increase in the nature
of 200 wards or 4 percent over the first half of the current fiscal year
for an average daily population of 5,184 for 1971-72 would appear
more realistic. Furthermore, from 1964-65 to 1968-69, there has not
been a yearly average daily population variance exceeding 130 wards
or 2.5 percent. This would represent a reduction of 200 wards below
the presently projected populatlon and would result in a budget reduec-
tion totaling $697,200,

Fricot Closing )

The department plans to close the Fricot Ranch School for Boys due
to overall population decliné and the disproportionate per capita eost
-of operating this institution because of its size and location. The de-
partment is opening housing units at two girls’ schools and one other
boys’ facility for a capacity of 139 to provide housing for population
totals equivalent to that housed at Fricot. This closure will result in
a net annual savings of $905,000, including a reduction of 71.6 au-
thorized positions with total salary savings of $769,946, aceording to
the department. If population totals are adjusted as previously recom-
mended, then there would not be a need to open all of these additional
housmg units.

Minor Capital Qutiay

We recommend deletion of this project:

The department’s budget request for minor capital outlay covers
one project at $5,000. This is for the installation of overhead mercury
vapor light fixtures at the Pine Grove Youth Conservation Camp, to
illuminate the paved recreation area in front of the barracks building.

The need for this project is for the most part to satisfy outdoor,
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night recreational requirements. Since the forestry camps are basically
work program oriented, the use of outdoor recreational facilities 1s
limited to after work hours, weekends and holidays. This camp, how-
ever, is located in an area where, for the portion of the yeat when
the daylight hours are short, inclement weather often necessitates the
use of existing indoor reereatlonal facilities. This project does not in-
crease the camp capacity, and in view of the fact that adequate out-

‘door and indoor recreational facilities are available we recommend the

item be deleted,

Treatment .
The treatment element of the Rehabilitative Services Program in-

-tludes counseling, religious services, recreation, psychlatric serviees,

education and after-care treatment in the commumty These treatment
services are designed to meet the needs of the wards committed as an
aid to their future rehabilitation.

The wards generally come from broken homes, below average eco-
nomic status and substandard residential areas, They are usually
academically retarded, lack educational motivation, have poor work and
study habits; and have few employable skills. Over half are four to six
grade levels below age level on standardized tests, especially in reading
eomprehensmn vocabularly, arithmetic and spelling.

An inecreasing number of wards are being paroled to out-of-home
placements due to uhsuitability of their home environment for treat-
ment purposes. Out-of-home placements now total 36 percent of the
parolees.

The goal of the treatment program is the rehabilitation of the wards
committed. The immediate objectives are to provide those services which
are deemed by modern correctional pra.(,tlce to be condueive to such
rehabilitation., Academie instruction is a major ingredient of the treat-
ment program as most of the wards are of school age and lack academie
achievement. Vocational training is also provided at the institutions
housing older wards,

The wards are generally afflicted with psychiatrie, psychological, or
at least character disorders requiring varying levels of counseling, For

* these reasons, psychiatric and psychological evaluations, testings, treat-

ment, and eounselmg are prowded Counseling by teachers hvmg unit
staff, and other personnel is dlso provided. Guldanee and asmstance in
eormnunity adjustment plus surveillance and control is provided by the
parole agent.

This element of the program will require 1,042.9 man-years of effort
and $19,050,809 in 1971-72 as compared to 1,098.4 man-years and $18,-
859,526 in 1970-71. This is a decrease of 55.5 man-years or 5.1 percent
and an increase of $191,283 and 1.0 percent in costs between the cur-
rent and budget years. The. cost inerease is primarily due to merit

salary adjustments and inecreased retn-ement eontributions from the

state due to providing ‘‘safety employee’’ retirement benefits to a sub-
stantial number of employees in this program element plus price ind
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creases on necessary operating expenses and equipment, all partially
offset by staff reductions,

The general workload for this program element consists of the esti-
mated 5,384 average daily institution population and 13,369 average
daily parole populatlon

Staff Reductions

Staff reduetions in this program element include academic teachers,
parole aides, correctional program assistants and temporary help posi-
tions totaling 58.7 positions at an annual salary cost of $475,907. This
is not all savings as some position reductions are trade-offs for proposed
new positions. Also a psychiatrist position is being deleted from the
Preston Sehool to be substituted by operating funds of the same amount
to provide these serviees on a eontractual basis. The major reductions
will be discussed separately.

The department budgets academie teaching positions.on the basis of
one teacher for each 15 wards. In computing teacher needs, the ward
population total has previously been reduced by 6 percent to represent
the average number of wards absent from class. The 15-to-1 ratio was
then applied to the net figure. Based on a recent survey of -academic
classes by the Department of Finance, the Youth Authority agreed to
inerease this absence factor to 12 percent to econform to more recent
actual experience. This results in the deletion of 18.4 academic positions
at an annual savings of $234,000. We are in accord with this staff re-
duction. .

The seven parole aides and 19 eorrectional program assistants which
are being deleted for a total annual salary savings of $170,396 is
an experimental program to provide employment to minority group
youths and also provided them an opportunity to continue their educa-
tional programs. The program was commenced in 1968-69 with federal
funds. The total program cost for the current year was budgeted at
$118,290 in state General Funds and $50,574 in federal funds, This pro-
gram is not included in the proposed 1971-72 Governor’s Budget.

‘We have requested the department for detailed justification for eli-
mination of this program 'so recently authorized by the Legislature,
We are withholding a recommendation pending review of the informa-
tion when it is submitted.

The remainder of the budget request for this program element ap-
pears to be in line with program needs.

Program Evaluation

Evaluation of the treatment element is determined primarily by the
effect on ward rehabilitation. Measurement of the rehabilitative effect
of the total institutional and parole program is determined by the sub-
sequent behavior of wards on parole. The rate of return (recidivism
rate) is a gross measurement of total program effect. The reeidivism
rate remains relatively constant at approximately 45 pereent of re-
leases after 15 months on parole and approximately 63 percent four
years after release. No significant improvement has been made in the
recidivism rate after 15 months parole from 1960 through 1968,
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Output and program effectiveness measurements more specific than
the gross recidivism rate need to be developed, :

The Educational function eonsists of academie, prevocational and
vocation instruetion. The department is in the process of developing
measurements of the effectiveness of these funetions, Sample testings

. of academic improvement for reading and arithmetie at four institu.

tions reiflect achievement rates of one-fourth to two and three-fourths
months improvement for each month of instruction. There were sig- -
nifieant differences in test results beteween institutions which may
provide an indieation of where improvement is needed. In another test
of reading improvement in special enriched remedial reading , pro-
grams supported by federal funds, the experimental subjects gained
1.88 months improvement per month exposure as compared to 1.07
months gain per month for a comparison group consisting of wards
in the regular school program. Data as to the comparability of thege
two groups was not set forth in the program budget.

The department recognizes the need for and is developing testing
brograms to measure results of the academic and voeational programs.
A further test of the effectiveness of voeational imstruction is job
suecess on parole which data is also being developed by the department.

RESEARCH

The research program was initially anthorized in the 195758 budget
to develop a eontinuing evaluation of the effectiveness of the Youth
Authority programs. The fact that evaluation criteria has not been
established for all program elements and functions reflects that the
original goal has not been attained. This original goal was immediately
expanded to inelude basic research and egperimentation to inecrease
knowledge as to the cause, correction and control of delinguent be-
havior and to use this knowledge in program planning and te increase
effectiveness of the department’s rehabilitation programs.

The department proposes monetary expenditures of $591,882 and the
utilization of 43.2 personnel man-years of effort for this program
during 1971-72. This is a continuation of the previously authorized
level of programs supported by state funds. The reduction of 9.5 posi-
tions is due to budgeting practices which do not permit the reflection
of these positions in the proposed program bhecause & new contract
authorization for project continuance was not received prior to sub-
mission of the department’s budget. If these projects are cont_inued,
they will be-reflected in the 1972-73 budget as 1971-72 expenditures,
These particular projects are currently funded by the California
Couneil on Criminal Justice and the American Justice Institute, a
nonprofit private corporation, both receiving these funds originally
from' federal sources,

This program provides all of the statistical data utilized by t}u_a
department in the management and evalaution of its program units
serving approximately 20,000 wards in institutions and on parole. A
total of 14.8 positions and $202,281 are requested in the budget for this
function in 1971-72. The research and evaluation function of this
program will utilize 28,4 man-years and $3892,601 in 1971-72, Thi§
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represents .a decrease of 9.7 man-years and $115134 or 22.8 percent

in total funds. This is caused by not including programs funded by

other agencies which will be continued if subsequent contracts are
executed. The amount requested will continue the state-supported por-
tion of this program element.

The department is continuing to develop and refine methods to accu-
rately determine program output by implementation of a time utiliza-
tion reporting system. Until this system is perfected, the output must
be i‘nelsllsuged in projects completed, underway and planned as reflected
in Table 6. S

Takle 6
Research Qutput
Figscal year
Reports and Projects 196970 197071 197173
Progress reports 14 17 16
Final reports 10 19 13
Special and recurring report$ - oo : 80 29 31
Projects initiated 10 . 7 T
Projects gompleted 8 8 6

There is a need to develop more adequate informatioh on ecauses,
prevention and eorrection of, delinquent activities, which the depart-

. ment is endeavoring to meet within its current resources inecluding

state, federal, and occasionally private funding sources. The research
activities of the department should provide information which can
be used by state and local governments to combat and correct illicit
juvenile aetivities. ' '

The need is particularly urgent in relation to drug abuse which ig
the most rapidly growing juvenile offense, but one handled largely at
the local level and which does not enter state-supported programs in
relation to its magnitude. State research and rehabilitation efforts are
primarily coneerned with that portion of the total delinquency prob-
lem which is committed to the state for institutional care. The stats
has authorized utilization of probation subsidy funds for services to

predelinquents exhibiting delinquent propensities, but little use has.

been made of this provision. We have previously recommended that
the department examine the wards committed to the state with a view
to determining the causes of their delinquent activities. Hopefully,
this. information would point to potential programs of correction of
causes and rehabilitation of delinquents to a greater degree than at
present. The department is endeavoring to develop a research system
for this purpose.

Experimental Programs
Experimental parole programs being conducted on a research basis
include the Community Treatment Project, the Guided Group Inter-

action Program, Community Parole Centers Program and the Ventura -

Integrated Treatment Project. These are all state supported programs
except for the cost of research staff and related expenses in the Com-
munity Treatment Project which costs are supported by a federal grant.

In addition, a federally supported study is being made comparing

different treatment methods utilized by two separate but similar in-
stitutional populations at the Northern California Youth Center.
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This experimental program was commenced September 1, 1961, as a
federal-stafe cost sharing researeh projeet. The state provides for the
operation of the program but is reimbursed by the federal government
for the cost related to research personnel. The project has completed a
three-year phase and & five-year second phase was completed in Septem-
ber, 1969. The Department of the Youth Authority received federal
financing of the research costs and state finaneing of operating costs
of a third phase b-year experiment which began in October, 1969,

Phases I and IT of this program were low.caseload (10 parolees per
parole agent) research projects. These two phases established that
selected parolees could be released from reception centers to intensive

parole without an intervening institutional stay then averaging 9.5 .

months, Phase I and IT research reflected a greater parole success rate
for parolees in the program resulting in & parole failure rate of 31
percent for experimental program cases as opposed to 51 percent for a
control group having regular institution and parcle care after 15
months on parole, and 39 percent as compared to 61 percent after 24
months on parole. A total of 498 experimental cases were included in
the 15-month study. .

Phases I and II were restricted as to intake so that these findings
would not be applicable to the total parole population. Further doubt
as to the validity of the total difference in failure rate is raised due to
the problem of differential decisionmaking in which the experimental
caseload ward’s parole is not revoked to the same extent as wards in
the control group for the relatively same offense. Under such circum-
stances, the determinatiop to continue an offender in the program on
the basis that the program can provide the needed serviee adds one
- more potentially favorable.opportunity to prove the effectiveness of
the program, instead of violating the parole as would be the situation
with a nonspecial program parolee committing the same offense. Thus
the potential success of the program is enhanced by case decisions made
on the basis that the program is providing needed services.

The purpose of Phase IIT is to: .

a. Incorporate a 24-hour residence program for some wards initially
entering the program but also for short term reincarceration of parolees
for diseiplinary purposes, ‘ ‘

b. Ascertain whether wards can be validly diagnosed as best requir-
ing institutional eare or immediate release on parole and the effects
of this decision on parole outeome.

¢. Continue to colleet data relating to effects of low parole caseloads,
and the ability to mateh parole agent treatment styles to parolee treat-
ment needs. . :

- d. Provide a residential community program which because of loca-
‘tion can involve other family members. o

¢. Expand the ward classification to include many of those excluded
from the existing program, '

f. Attempt to provide treatment to match the individual needs of

- the wards.
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g. Compare this type of residential treatment program to contem-
porary Youth Authority programs.

The effectiveness of an integrated residential and parole program
located within the community from which the wards are committed is
léow being tested at the Northern California Reeeption Center and

linic.

The integrated residential and parole program eontains virtually all
_of the treatment concepts eurrently in use in the Youth Authority pro-
grams such as large and small group and individual counseling, school
and work programs, recreational activities, off-institution eultural en-
richment trips, family counseling, out of home placement, ete.

‘With the incorporation of the residence treatment concept and the
merging of institution and parole staff to work as a team in the han-
dling of wards selected, we believe this experimental program is worth
continued support. It may not be possible to identify which of these
program components is responsﬂ)le for improving the parole perform-
ance of the wards if snch result is obtained, due to the interrelation and
complexity of the overall program, Success or failure will have to be
determined by the total program effect on the participants.

This program is now in the second year of the five-year program.
Program plans for the budget year are to continue data colleetion and
development of experimented treatment approaches. State support to
this experimental program in 1971-72 ineludes 34.1 positions and op-
erating expenses and equipment for a total cost of $470,502. The 10
research positions funded by the federal government total $167,374 in
salary costs for 1971-72,

Community Parole Center Program

The Community Parole Center Program (CPCP) provides intensive,
community-based rehabilitative services to parolees who reside in urban
areas where there is a high rate of delinguency. Throughout the state
there are seven centers: four are located in the greater Los Angeles
area, one in San Franeisco, one in Oakland and one in St()ekton.

A major goal of the Community Parole Center Program is that the
center become an integral part of the community in which it is located.
" Consequently, & parole center serves all commitnients to the Youth Au-
thority (both juvenile and criminal court. first admissions and read-
missions) who reside within its geographical area, which range in size
from 6 to 10 square miles. The average caseload of a center is 180
parolees and their families. Of these, about 125 are on parole and 55
are in CYA institutions.

Amnother major goal of the parole center program is to develop a
continuity of treatment model, integrating institutional programs with
parole services, Through interaction of parole-institutions staff, it is
hoped that the centers can begin to bridge the gap between life in the .
urban ghetto community and the controlled environment of the institu-
tion, thus making a total treatment program that will be relevant to the
1nd1v1dua.1 needs and problems of each parolee

The parole center program originated in 1966 with a pilot unit
located in south central Lios Angeles. On July 1, 1969, four Community
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Delinquency Control Projeet (CDCP) units and two Community Treat-
ment Project (CTP) units were converted to parole centers.

Although the parole center concept precludes the use of a rigorous
experimental design, comparison groups are being developed for a
comparative analysis of parole performance of parolees in the CPC
and traditional CYA parole programs. By 1971 there should be suffi-
cient numbers of comparison parolees to do a preliminary analysis of
parole outcome for the two kinds of programs.

The Community Parole Center (CPC) is a parole unit that serves
all CYA commitments residing within a small geographical area in
high delinquency urban communities. Intensive parole supervision,
community involvement and continuity of treatmeént between institu-
tions and parole are basic concepts of the center program.

A CPC unit is staffed with six parole agents I, one parole agent
11, one parcle agent ITI, one full-time high school teacher, one full-
time (or two part-time) group supervisors I and three clerical person-
nel, Caseloads per agent are reduced to an average of 20 on parole
and eight in institutions. Bach of the CPC units is housed in a eenter
facility which has group rooms, a classroom, a recreation room and
individual offices.

This treatment program includes individual, group and family coun-
seling, academic assistanee, recreation and cultural enrichment activi-
ties and other services as required.

Total cost for this experimental program in 1971-72 will be $1,729,-
765 to provide the previously authorized level -of service.

The Guided Group interaction project is another low caseload parole
treatment experiment emphasmmg group dynamies in altering delin.
quent behavior. This project will utilize 9.5 employees and project
costs will total $168,049. Program results to date have not been con-
" clusive, but are of a sufficiently positive nature to warrant contin-
nation.

Ventura Integrated Treatment Project

This project was started at the Ventura School for Girls in Novem-
ber, 1967, and is restricted to girls aged 17 years and over. Wards are
sub;ected to intensive specialized work experience, group and individ-
nal counsehng, and preparation for release to the commumty Rach
girl is assigned to a special parole agent at the time she is received
into the institutional program. Both institutional eounselors and parole
agents work with their assigned charges throughout the entire pro-
gram. A special parole unit was formed to veceive study wards on
parole, with each parole caseload established at approximately 25
wards. Prowsmns are made for the short-term reconfinement of girls
who, in the opinion of the parole agent, are in danger of parole vio-
latmn but who might benefit by action less severe than parole revoca-
tion. Thls experimental pro;gect is to be continued in the budget year
at a cost of $183,532 which will continue the previously authorized level
of service. The experimental project is of too recent origin to provide
definitive results but warrants continued support during the budget
Jear,
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Northern Youth Center Research Project

The Youth Center Research Project is a four-year study that has
been underway since April, 1968. Funded by a grant from the National
Institute of Mental Health to the American Justice Institute, the proj-
ect staff is comparing the effectiveness of two different treatment
methods based on theories widely accepted as potentially powerful ap-
proaches to the treatment of delinquents. The two theories reflect major.
and basic differences of opinion about human nature, and the means
by which behavior can best be changed. At the 0. H. Close Sehool, the
treatment strategy is based on psychodynamic principles, specifically
those of transactional analysis as developed by Eric Berne. At the Karl
Holton School, the treatment program is based upon the prineiples of
behavior modification. The study is expected to help resolve questions
regarding the applicability of the two approaches as well as helping
to determine their effectiveness in modifying delinquent behavior. .

The projeet is located at the two most recently opened California
Youth Authority institutions: the O. H. Close School for Boys and
the Karl Holton School for Boys. These institutions, located immedi-
ately adjacent to one another at the Northern California Youth Cen-
ter, Stockton, California, are similar in their organizatiohal structure,
staffing patterns, and physical layout. A unique feature of the research
design has been the introduetion of random assignment procedures. All
wards aged 15 to 17 who arrive at the Northern California Youth
. Center are assigned randomly to one or the other institution.

Behavior modification, the approach used at Karl Holton, is a gen-
eral term that refers to the application of experimentally and scientifie-
ally established learning principles to the treatment of maladaptive
behavior. The essential principle states that all persons need to do to
manage behavior is to reinforce the desired behavior and to recogmze
and reinforce approximations to this behavior. Thus, the principle is
simple; the task of applying the prineiple, however, is not. After the
first two years of operation, technigues have been developed that appear
to be funetional in an institutional setting with a low staff-to-boy ratio.

The same challenge applies to the adaptation of fransactional analysisg
to the treatment of delinquents. Although transactional analysis and
other similar psychotherapeutic techniques have been widely used with
voluntary clients who are seeking help and are desirous of making
changes, the niethod has not been extensively used with nonvoluntary,
relatively unmotivated delinquents. The basic vehiele of this treat-
ment is the small group, where the treater’s main task is to help his
clients become aware of their autonomy by analyzing their transactions
with others,

There are no addltlonal state eosts to thls project. The Tesearch costs
are borne by the American Justice Institute.

.ADMINISTRATION
The administrative program includes three elements: executive,
Youth Authority Board, and support services. The executive element

includes overall exeentive leadership and administrative direction of
the department. The Youth Authority Board is the term.setting and
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Department of the Youth Authority—Continued

paroling authority for the wards committed to the department., Sup-
port services includes the remainder of the central administration
utilized to provide statewide administrative, business and other neces.
sary services to the entire department.

The budget for this program totals $3 064,766 and includes $2,-
822,766 in General Funds and $242,000 in relmbursements also to be
expended The program expenditures are distributed $2,822766 or
92.1 percent to the other programs and $242,000 or 7.9 percent to
this program. This proration is made on a subjective basis as cost
accounting methods have not been implemented. Personnel man-years
are to remain relatively constant at 148.7, but includes one proposed
position of career opportunity coordinator and temporary help inereases
for accowriting and personnel totaling 1.4 posmons and $7,804. The
cdreer opportunity coordinator position will review the operations of
the department to determine employment opportunities for potential
employment of minority group members.. The position cost will be
reimbursed by the Personnel Board which is conducting the study of
this and other departments under a federal grant.

The 1.4 temporary help positions are to provide funds for overtime
. payment of existing staff and are required due to the inereased overtime
required to prepare budgets and implementation of a program to com-
puterize personnel records which will increase program efficiency. These
overtime funds are justified due to workload increase.

The Youth Authority Board consists of eight members including
the director of the department as chairman. It is assisted in holding
sentencing and parole hearings by seven board representatives. A total
of 2.5 clerical employees eomplete the staffing for this program element.
The board members and representatives meet in two-man panels at the
institutions to aceept wards referred for Youth Authority treatment
and to grant and revoke paroles. An estimated 5,186 new admissions
and parolees being returned for parole viclation will require hearings
in 1971-72. A similar number of institutional wards will be given parole
hearings during the budget year.

Increased Reimbursement

Reimbursements from other than federal sources are scheduled to
increase $994,201 in the budget year. This results from the transfer of
county payments for care of wards ($25 per ward per month) from
revenue to the General Fund to reimbursements, The estimated county
payment totaling $1,100,100 in 1971-72 will be treated as a reimburse-
ment and reduce the departments total budget request by a like amount,
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DEPARTMENT OF HEALTH CARE SERVICES

Item 228 from the ‘ :

Health Care Deposit Fund Vol. III p. 221 Budget p. 202
Requested 1871-72 ____ $17,402,395
Estimated 1970-71 _ . 17,643,245
Actnal 1960-70 e 6,207,675

Requested decrease $240.850 (1.4 percent)

Total recommended reduction Pending

The analysis of this item is found in our discussion of Items 22%
and 230, the Department of Health Care Services—Local Assistance.

CALIFORNIA MEDICAL ASSISTANCE PROGRAM

Ttems 229 and 230
- from the General Fund Vol. III p. 207 Budgetp. 196
Requested 1971~72 Ttem 229 ___. — $445,120,692
Ttem 230 e 144,000,000
Total __ e — $589 128 692
Estimated 1970-71 _____ - 484,691,859
Actual 1969-70 ____ . ‘ 387,621,942
Requested increase $104,428,833 (21.5 percent)
Total recomimended reduction (partlal) -
with balance pending __________.___________________ $451,636
‘ ‘ Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

"1. We withhold recommendation pending (1) the presenta- 549
tion to the Legislature of the proposed Average Citizen Plan
and the California Health Insurance Plan {CHIP) and (2) the
spring 1971 update of caseload and cost estimates.

2. We withhold recommendation on the funding of the fiseal 566
intermediaries pending additional information from the depart-
ment.

3. We recommend deletion of five mediecal social review team 566
positions for a General Fund savings of $26,000.

4. We reecornmend medical-social review team funds be reduced 566
by $281,600 in the General Fund share and that the function be
transferred to the Department of Public Health.

5. We recommend the reduction of 50 positions for a General 569
Fund savings of $144,036 budgeted for the certification process-
ing of the medically needy II caseload.
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California Medical Assistance Program—Continued Analysis

page
6. We withhold recommendation on the Medi-Cal consultant 570
funection of the administration of the program pending a review
of the department’s proposed Average Citizen and CHIP pro-
grams.

GENERAL PROGRAM STATEMENT

The California Medical Assistance Program (Med-Cal) was initiated
on March 1, 1966, as enacted in the Second Extraordinary Session of
the 1965 Legislature, The program superseded the Public Assistance
Medical Care (PAMC) and Medical Assistance for the Aged (MAA)
programs,

What is Medi-Cal?

Medi-Cal is the state’s medical assistance program to provide health
care services to eligible people who cannot pay the full cost of medical
care. It is not to be confused with the Medicare program which is the
federal program for medical and hospital insurance under soecial se-
curity for persons 65 years of age and over. Even though covered un-
der Medicare, people may also be covered nnder Medi-Cal.

The Medi-Cal program provides medical assistance to families with
dependent children, to the aged, blind, and permanently and totally dis-
abled individuals whose income and resources are either insufficient
to meet the cost of necessary medical services or are so limited that
their application toward the.cost of sueh care would jeopardize the
person or family’s future minimum self-maintenance and security.

Under both state and federal law, the goal is to provide all necessary
health care services to the medieally indigent by July 1, 1977. The con-
cept behind this objeetive is to quickly restore the ill or injured to self-
sufficiency so as to reduce additional outlay of public funds in their
behalf. _ .

The California medical assistance program has  three component
parts: (1) Title XIX services which is the basic Medi-Cal program,
(2) the County Option program, and {3) program administration.
Services under Title XIX are provided by physicians, dentists, hospi-
tals, nursing homes, ete., to reeipients of public assistance and the medi-
cally indigent. The County Option program consists of hospital costs
which are paid by both the state and the eounties for provision of
medical care to county indigent patients in county hospitals, Adminis-
tration is the cost of administering the program which is carried out
by the state, the counties and fiscal intermediaries. The fiseal interme-
diaries, Blue Cross North, Blue Cross South, and Blue Shield, process
and pay claims for payment submitted by providers of services,

Funding of Title XIX services and administrative costs is provided
by the federal government in the amount of approximately 50 percent
of the total cost of care. The state and county governments share the
remainder in the amounts computed under the various provisions of
the Welfare and Institutions Code. Funding of the County Option pro-
gram is shared by the state and counties.
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ANALYSIS AND RECOMMENDATIONS

We withhold recommendation pending (1} the presentatwn to the
Legislature of the proposed Average Citizen Plam and California
Health Insurance Plan (CHIP) and (2} the spring 1971 update of
caseload and cost estimales.

The budget proposes two appropriations amounting to $589,120,692
($445,120,692 from Item 229 and $144,000.000 from Item 230) for the
1971-72 fiscal year from the General Fund to the Health Care Deposit
Fund: This is an increase of $104,428,833, or 21.3 percent, over that
estimated to be expended during the current fiscal year. The funds
appropriated by Item 229 ($445.1 million) represent the state’s share
of cost for the Medi-Cal Title XIX program, County Option program
and administration. The County Option program guarantees state par-
ticipation in the cost of eare for medically indigent persons who are
not otherwise covered by the basic Medi-Cal program or other repay-
ment programs, All state and county funds which are appropriated
for the Medi-Cal program are transferred into the Health Care Deposit
TFund. In addition to the $589,120,692 in proposed appropriations men-
tioned above, $6,514,6560 in General Fund money will be transferred
from the Department of Mental Hygiene budget to the Health Care
Deposit Fund making the total General Fund money appropriated to
the Iealth Care Deposit Fund $595,635,342. The budget document is
confusing in this regard since Item 244, Department of Mental Hy-
giene, Local Assistanee has an amount of $8 million for this purpose.

The estimated total program cost from all sources for care and ad-
ministrative expenses for the 1971-72 fiscal year is $1,335,976,278, an
increase of $78,089,611, or 6.2 percent over the current fiscal year.

This increase is misleading because the budget does not show any
federal funds matehing the “*Special Item of Expense’’, Item 230 for
$144 million from the General Fund. Table 1 shows the source of funds
proposed for the 1971-72 fiscal year Medi-Cal program compared to the
current year estimates. Table 1

able

Source of Funds, Medi-Cal Program
1969~70 through 1971=72

{millions) . Parcent increase
or {decrease)
Source of funds 1989-70 1970-71 197152 197172 over 1970-71
State ______________. $392.9 $488.7 $505.6 21.89%
County _ 216,23 217.6 . 2178 —
Federal _ . ooe 609.8 551.6 5225 (4.1)
Total __________.___ $1,119.0 $1,257. $1,335.9 6.29%

The department estimates that an average of 2,781,500 individuals
will be eligible to receive care under the Medi-Cal program during
1971-72 fiscal year, an increase of 328,600, or 13.7 percent, over the
current fiseal year. The cash grant caseload was based on May 1970
detual and June 1970 preliminary caseload data and the medical needy
only (MNO) caseload projection was based on August and September
1970 actual data. We disagree with this estimate and disecuss this dis-
agreement under the marginal heading of caseloads and cost of care
below.
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California Medical Assistance Program—GContinued
TITLE XIX SERVICES -
(BASIC MEDI-CAL PROGRAM)
Eligible Groups for Medi-Cal Benefits

There are three groups of beneficiaries in the Medi-Cal program.
These include public assistance recipients, Medically Needy Only
(MNO) group I beneficiaries, and Medically Needy Only (MNO)
group II beneficiaries.

Public assistance beneficiaries are those who receive money payments
through county welfare departments and fall into four major federally
aided welfare categories. These include persons reeeiving money pay-
ments under the aid programs for the aged (65 years of age and older)
blind, disabled, or families with dependent children,

Medically Needy Only group I beneficiaries are former public assist-
ance recipients now placed in long-term care facilities or persons or
families who qualify for a public assistance categorical aid program
but do not wish to apply for eash aid. Because the facility provides for
his subsistence needs, the medically needy group I beneficiary’s cash
grant is terminated beginning the third month of this long-term eare
placement,

Medically Needy Only group II beneficiaries are residents of Cali- '
"fornia whose income and resources are more than that which would

qualify them to receive cash aid payments but who are unable to pay
for all of their medical eare, These persons are linkable to the categori-
cal aid programs because they are cither 65 years of age and over, blind,
disabled, or families with a child or children under age 21.

- Publie assistance and medically needy group I beneficiaries are en-
titled to receive all benefits provided under the Medi-Cal program.
Group IT heneficiaries are eligible to receive all benefits provided under
the Medi-Cal program after their share of cost for their medical care
has been met. Medi-Cal provides for the following services in whole
or in part: physicians’ services—both in and out of the hospital; hos-
pital services; dental services; optometrie services; podiatry services;
serviees of physieal, occupational and speech therapist, audiologists and
psychologists; laboratory, X-ray and radiology services; preseription
drugs and medical supplies as listed in the state drug formulary; pre-
seribed braces and other medical appliances; eyeglasses, and other eye
appliances; hearing aids preseribed by a physician; assistive devices
and sickroom supplies; ambulance services; blood and blood substi-
tutes; inpatient and outpatient rehabilitation center services; organized
hospital outpatient services; nursing home and convalescent home serv-
ices; home health care services; chiropractic services and certain other
legally reeognized services. Some services cannot be provided unless
prior authorization is granted by state employed consultants who are
termed Medi-Cal consultants, The consultants are professional in the
areas in which they are asked to give prior authorization approval.

Caseload and Cost of Care

Table 2 shows total expenditure by type of services for the past,
current and budget fiscal years as presented by the department.
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Table 2
Expenditure by Type of Service
Service year

) ) 196970 1970-71 197192

Type of service actual estimated requested
Professional services * .. wiaas . §258,787,600
Physiciafls’ services . oo e 2170,818,787  $202,606,200 .-
Prescription drugs —ceeeeomemo 72,787,931 78,981,000 80,698,700
Dental eave —____________________ 47,813,020 35,733,000 10,076,400
Hospitals 2 o X - . e 417,190,800
County hospitals . oo 143,809,712 144,320,500 ——
Community hospitals .oeeooeee 195,661,278 245,174,300 _—
State hospitals . __ .. 46,626,269 49,417,000 -
Nursing homes _________________ 215,699,747 211,497,300 152,578,600
Other serviees .....oo—co————— o 58,047,421 60,108,700 84,286,500
Title XVIII (B) buy-im __________ 18,202,200 27,349,300 29,050,700

Totals, Title XIX Services ... $987,656,461 $1,008,277,800  $978,5619,300
Special item of expense ___________ —— _— 144,000,000
Administration —....____ e . 36,464,934 52,997,205 659,387,978
County Option program ______.__._ 144,007,848 146,612,162 143,800,000
Modified aecruul adjustments —_____ —27,601,452 _— 10,269,000
Audit adjustments ____oeomem ~12,863,132 — _—

Cost of earrying out program ____ $1,119,004.659 $1,257,586,667 $1,385,976,278

1 Ineludes services previously classifed as physiclans’ servlees and a portlon of olher services.
2 Tneludes all hospitals previously elassified as county hospitals, ecommunity hospltals and state hospitals.

Table 3 shows the actual Medi-Cal caseload for 1969-70 and the de-
partment’s estimated caseload for fiscal years 1970-71 and 1971-72.

Table 3
Actual and Departmental Estimates Medi-Cal Caseloads
Group and 1969-70- 1970-71 1971-78
linkage factor actual estimated estimated
Cash Grant
01d Age Security o __ 317,946 328,000 835,900
Aid to the Blind ___ .. oo 13,560 14,400 15,100
Aid to the Totally Disabled ____ - 167,776 211,900 247,400
Aid to Families with Dependent
Children . 1,223,929 1,561,200 1,819,700
Total Cas_h Grant e 1,723,211 2,115,500 2,418,100
Medically Needy I
Aged __ —— 33,282 41,700 43,700
Blind __ - 638 800 900
Disabled __ - 4,857 86,700 7.200
Families — 28,236 ’ 38,600 42,400
Total Medically Needy I ___. - 87,013 41,700 43,700
Medically Needy II
Aged ___ 28,520 - 32,600 35,200
Blind ___ 353 400 ‘ 500
Disabled oo 12,377 16,700 18,400
Families - 119,708 149,900 165,100
Total Medically Needy II ___ 160,956 199,600 219,200
Total Medi-Cal . ___________ 1,951,180 2,402,900 2,713,500
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California Medical Assistance Program—Continued
1869-70 Fiscal Year Program ’ .

The 1969-70 Medi-Cal budget as proposed and as revised in the 1970~
71 budget estimated Title XIX services to be $873.9 million. The 1971—
72 budget shows that the aetual Title XIX expenditures for the 1969
70 fiscal year were $978.6 million, an inerease of $104.7 million. The
Department of Health Care Services did not have to come to the Legis-
lature for additional General Fund money at the end of the 1969-70
fiseal year when it became apparent that expenditures were exceeding
the budgeted program amount. This was due to the fact the department
went to a modified acerual accounting system in the County Option
program and also applied prior year audit recovery funds to the 1969~
70 fiscal year. Although $35 million was budgeted for the County Op-
tion program, a total of only $7,298,980 was reported as being expended
for the program. Almost all of the balance, $27,661,452, was then used
as the General Fund mateh for federal funds to pay Title XIX bills.
Approximately $17 million in General Fund money which came from
March 1, 1966 to June 80, 1967 audit recoveries from the counties was
also matehed with federal money to pay Title XIX bills, Approxi-
mately $5.5 miilion of both state and federal money which had been
budgeted for administrative expenses but not expended was apparently
used to pay Title XIX bills and finally $5 million in Mental Hygiene
hospital bills were carried over to the next fiscal year.

In summary, General Fund money which had been budgeted for
other ‘purposes was used to match federal money and thus precluded
the necessity for a General Fund augmentaiion for the 1969-70 fiseal
year to meet a program overruun, . -

1970-71 Fiscal Year Program

The 1970~71 budget, as introduced, provided for $1,006,145,000 in
Title XIX services. In June 1970 the Department of Health Care
Services stated that revised welfare caseload inereases resulted in the
1970-71 fiseal year budget being $60 million short ($30 million General
Fund). The Legislature augmented the budget by the proposed
amounts. After adjustments the 1971-72 budget document shows the
1970-71 estimated Title XIX services to be $1,058,277,300.

On December 1, 1970 the Director of the Department of Health Care
Services ammoumnced the funds for the Title XIX program were $142.1
million short on the following basis.

Caseload ineremse __ . - $98.9 m_i]]_ion
Increase in caseload and rate in state hospitals —mee e 139 ml_lh_on
Increase in rates—other hospitals .o o e 9.6 million

Delays in implementation of program controls e oo 18.7 million
(Implementation of intermediate care, hospital —————
outpatient Schedules of Maximum Allowances,
hospital utilization-length of stay, medically
needy eligibility regulations revision) -

Total shortage - — __$142.1 million

As can be noted above, $98.9 million of the $142.1 million shortage
was stated to be based on caseload increases. Table 4 breaks down the
projected caseload-increase by category.
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Table 4
Caseload Change As Estimated by Department of
Health Care Services—December 4, 1970
Previously )
projected December, 1970
caselead { April) projected caseload Difference

AFDC — 1,509,200 1,561,200 52,000
OAS 329,600 328,000 —1,600
ATD 202,800 211,900 ‘ 9,000
AB ..__ 14500 14,400 —100
MNOI . 66,900 87,800 20,900
MNOII' - 171,400 199,600 28,200

108,400

On the basis of his projected deficit the director adopted emergency
regulations which were designed to eut back the program by $140 mil-
lion. The cutback consisted of a 10-percent reduction in all provider
fees except hospitals (prohibited by federal law) and a postponement
in elective services.

At the time the caseload reestimate was presented we questioned the
premise used in making the estimates. We counld not identify the factors
in'the existing caseload to warrant the specific projected changes. In
the case of the AFDC caseload, the reestimate eonsiderably understates
what was in fact happening. Tt appeared that the ATD estimate over-
states what has been happening,

The areas where we have the greatest difficulty in attempting to re-
coneile the department’s figures are in the medlcally needy I and II
caseload projections.

Since the announcement of the anticipated deﬁmt there has been
considerable controversy as to its extent or magnitude, and it now
appears that the department has changed the basis for its estimate by
dropping the caseload factor and shifting tc a payment trend con-
cept. The present reporting system of the Department of Health Care
Services in any case is not adequate for purposes of informing the
Legislature of the fiscal status of the Medi-Cal program. The latest
monthly report of scheduled payments submitted to the Joint Legis-
lative Budget Committee pursuant to Section 14120 of the Welfare and
Institutions Code showed that $520.0 million was scheduled to be paid
through December 1970 and that $497.1 had been paid. Thus it ap-
peared that _payments were w1th1n $22.9 million of the scheduled
amount.

The department states the monthly report does not accurately reﬂect

actual costs or the potential deficit of the program. It appears to us
that if that is the case, then a report should be developed which does.

The department states that although acinal caseload data may not be
developing as it had indicated in Table 4, an analysis of payment ex-
perience and claims flow indicates that had the December 15 cuts not
been instituted, the total program would have reached $1.200 millions
for a deficit of $140 million. At the time of the preparation of this
analysis, we are still attempting to ascertain the validity of the de-
partment’s statements.
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California Medical Assistance Program—Continued
1971-72 Fiscal Year

The caseload estimates for thé 1971-72 fiscal year in the budget are
not valid. The estimates for the AFDC cash grant caseload considerably
understate the current trend and do not appear to take into consider-
ation the current and projected unemployment problems, The ATD
caseload estimate on the other hand, appears to be very high. The cash
grant estimates which were prepared by the Department of Social
Welfare and turned over to the Department of Health Care Services
were prepared in August 1970 using actual May and preliminary June
1970 data. The estimates do not reﬂect actual experlence for the summer
and fall of 1970.

The Medical Needy Only (MNO) group I and IT caseload estimates
are prepared by the Department of Health Care Services. The esti-
mates in the budget were prepared in November 1970 using actual
Aungust and preliminary September 1970 caseload data. These esti-
mates have very little validity because regulations which were adopted
effective August 1, 1970 have resulted in caseload reductions. The im-
pact of the regulations eould not be determined on the basis of only
one month of experience, particularly since Los Angeles County did
not implement the regulations until October 1, 1970.

Average Citizen Plan

The budget proposes what is called an average cltlzen plan which is
degigned to restore the balance of medical services hetween that re-
ceived by the present Medi-Cal patient and that received by self-sup-
porting individuals. In addition to the average citizen plan which is
budgeted at a total program figure of $978,619,300, a supplemental
amount of $144 million in General Fund money is added to the budget.
~ The budget states on page 196, line 81, that ‘‘The Average Citizen
Budget proposes (1) the average cost of health care received by Ameri-
cans, (2) to provide for supplementation based on the special char-
acteristics of the recipient group and (3) to establish a schedule of
services with .appropriate controls which will bring the Medi-Cal re-
cipient closer to his neighbor in health care services.”” The budget goes
on to state that no single service or provider group is eliminated under
the program.

We have not received or seen the proposed Average (itizen Plan or
the California Hospital Insurance Plan {CHIP), thus we are not able
to make any recommendations at-this time. We would urge caution in
using the term ‘‘average citizen plan’’ as it applies to the partieular
group of persons who are eligible for Medi-Cal Benefits, They can
hardly be described as average. In addition to having very limited re-
sources for the payment of medieal bills, over 500,000 are either over
age 65 or are permanently disabled. It is commonly known that the
medical needs of the aged and dlsabled are in excess of the “average
citizen.’

‘We agree with some of the concepts of CHIP, as briefly outlined on
page 198 of the budget, particularly the one in which token payment
would be required for medical services where resources are available,
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However, for the welfare recipient who receives all his income from
public funds and such income represents only a minimum sufficient
for his minimum needs for food, clothing and shelter, then there is
obviously no logical basis for charging him for medieal care.

Because the average citizen plan limits rather than expands medical
benefits to the poor, we question the extent. of federal participation
in the cost of the plan. Expected limitations on medical coverage in
the average citizen plan are due to the scope of benefits being actuari-
ally determined rather than meeting full coverage as is the case under
current Medi-Cal.

Hospital serviees provide an example of how medieal coverage could
be limited under the average citizen plan. Subject to prior authoriza-
tien, current Medi-Cal hospital inpatient benefits provide 365 days
of hospitalization in full, related only to medical needs. Under the
average citizen plan the days of coverage would be actuarially deter-
mined. We estimate that the proposed program, on the basis of the
funds in the budget, would provide approximately 75 days hospitaliza-
tion for the average ecitizen. For a patient in a state hospital, this could
mean a need to be covered for the remaining 290 days under the $144
million special item of expense for additional coverage assuming no
federal participation will be available for the speecial item of expense.
There could be a loss of federal funds at the minimum of $8 million
and poteutlal of $16.4 million due to the anticipated hmltatmn of
hospltal eare in state mental institutions.

Revision of Medi-Cal Program

Although the budget gives no specific details of the proposed revision
of the Medi-Cal program, it is elear that a major revision of the
program is to be presented to the Legislature by the administration.

It is our understanding that other organizations will also be pro-
posing major revisions to the present program. The County Supervisors
Association of California has announced a proposal to create & new
single system for meeting the health care needs of medically needy
Californians. The details of the proposal are also not specific.

‘We agree that abuses by recipients and providers should be elimin-
ated in the Medi-Cal program. However, when revision is considered,
the uniqueness of the target population must be kept in mind. The
medieal needs of that group and ifs ability to pay differ from the total
California population. They are not “‘average’ citizens particularly
with respect to their needs or their resoureces for medieal care.

‘We are convinced that many of the problems which plague the pro-
gram will be solved when the Medi-Cal Management System (MMS)
is fully implemented. The examples of recipient over utilization and
provider abuse which the department has publicily stated are the
reasons to overhaul the program would be greatly redueed if not
eliminated, under a single management system. The department stated
this last year when the Legislature funded the proposal. It is.on the
basis that MMS would provide a single review of program utilization
and strong program control that we have supported the system. As we
discuss later, two counties, San Ddego and Santa Clara will begin
processing claims under MMS on January 1, 1972,
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California Medical Assistance Program—Continued
Criteria to Follow Under Revision of Medi-Cal Program

The three principal variables in estimating funds for a program.such
as Medi-Cal are (1) caseload, (2) cost-of-care and (3) utilization of
services. For three years, the department has been conducting pilot
projects on various prepayment or capitation methods of financing
Medi-Cal. We believe that a prepayment method is the only way, at
this time, that expenditure controls can be obtained.

During the legislative deliberations on any revision of Medi-Cal we
recommend that the following criteria be considered.

1. A health care delivery system in whieh services are prepaid with
incentives for the physieians and other providers to economize in pre-
scribing treatment.

2. A copayment on the part of the patient where resources are avail-
able such copayment to be reasonably related to his resources, even if
the payment is very small. Entirely free service should be avoided
wherever possible. A copayment from a person who subsists on only a
public assistance grant without any outside income does not appear
realistie,

3. More “low-cost’’ facilities such as are envisioned in the develop-
ment of the Intermediate Care Facility Programs, Unfortunately, this
program has been exceedingly slow in developing due to various
pressures from the counties, provider groups, and local comprehensive
health planning organizations.

4. Stronger county hospital services based on a new sharing formula
between the state and counties,

5, Stronger peer review of services. Sacramento County’s mediecal
soeiety hag developed a Certified Hospital Admission Program (CHAP)
which has reduced hospital costs significantly. This program ‘‘audits’
the length of stay of patéents during the hospitalization period rather
than after the fact. It strengthens the hand of the physician in moving
patients out of costly hospital serviece into appropriate but less costly
status.

6. In the development of any insurance type program, consideration:

should be given to including imitially only the family-type recipients.
The inclusion of the aged and disabled and their unique medical needs
would distort any attempt to make actuarial eomparisons of costs with

““average citizens.’

MEDI-CAL PREPAYMENT PILOT PROJECTS

The Department of Health Care Services has contracted with several
organlzatmns on a pilot project basis to provide health care. Of the
various projeets in progress, the following appear the most promising.

Tricounty Prepayment Medi-Cal Project
The Tricounty Prepayment Medi-Cal project lmplemented in the

counties of Sonoma, Lake and Mendocino, on Oectober 1, 1969, is a

three-year experiment designed to test the effectiveness of prepaym‘ent
of the full scope of Medi-Cal benefits and local claims administration in
eontrolling program costs.

-
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The project is underwritten by an insurance company which is also
supplying data processing support and technical expertise for the claim
processing system.

Administration of the project is carried out by the Sonoma,
Mendoeino and Lake Counties Medieal Foundation at a eentral claims
office in Santa Rosa. The foundation supervises the claim processing
activities as well as loeal peer review and provider appeals. The plan
provides a gnaranteed rate for benefit costs for approximately 18,000
Medi-Cal beneficiaries. Benefit costs for medieal needy only eligibles
are covered on a cost reimbursement basis, rather than on a guaranteed
rate basis.

Table 5

Capitation Premium Rates and Statewide A\}erages '
Public Assistance and Medically Needy by Ald Category
October 1969-Septembsr 1970

Premium Statewide
ratest averages ®
10/1/69 - 1/1/70 T/1/70 Fizcol
Aid eategory through  througk  through year
Public Assistance 12/31/69% 6/31/%0% 8/31/703% 1969-70
OASB i $30.86 $31.01 $27.01 $28.63
ATD -—— B35 87.66 - 87.66 95.94
AB - ——— 6512 65.33 65.83- 55.30
AFDC —— 2198 22,13 2213 21.96
Medically Needy
0AS — $173.71  $173.75  $173.75  $265.65
ATD 226.72 226.75 226.75 309.25
AB ____. 374.70 °  2374.78 374.78 314.23
AFDC __ —— 2367 23.711 23.71 27.23

1 Benefiy costs only—Cost of administration, risk and profit and premium taxes exeluded.
" % Does not Inelude state hospital costs or tricounty cosis.

3 Premlum rates were adjusted to vefleet ehanges in payment levels allowed under Medi-Cal or changes in cover-
age under the contract,

Family Health Program (FHP)

Under the Family Health Program (FHP)} Medi-Cal Demonstration
Project the Department of Health Care Serviees has contracted to pro-
vide comprehensive services to OAS, AFDC, ATD, AB and MN I
patients,

Under this demonstration program, a patient can go to one medieal
center for all clinical services. In addition, patients will be hospitalized
in local community hospitals by the same physician who has seen them
as an outpatient. Also, the health centers are open in the evening and
on the weekend, provide transportation to and from the center and
provide child care for mothers while at the center. These last two fea-
t111res plus free drugs are benefits' not ordinarily included in health
plans, ' : )

The two centers are located in the downtown and northeast areas of
Long Beach.

The project is to demonstrate a different method of providing health
care servieces, and to emphasize methods of utilization, review and pre-
ventive care. It is also to provide incentives for using the most economi-
cal level of care, Capitation monthly premium rates prior to the De-
cember Medi-Cal cuts were $15 for each OAS enrollee and $15.61 for
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each AFDC enrollee. This compared to a monthly fee for service charge
for the same services statewide of approximately $15.51 for OAS pa-
tients and $18.49 for each AFDC patient in 1969-70. Los Angeles
County service charges were $17.37 for OAS patients and $21.37 ‘for
AFDC patients. FHP charges were 19 percent lower for OAS patients
and 27 percent lower for AFDC patients than in neighboring Los
Angeles. ATD and AB Medi-Cal patients were added to FIIT eﬁ‘ectlve
Jannary 1, 1971.

Services through these centers include multlple examination rooms,
X-ray and laboratory facilities, EK@, physical medicine facllltles
emergency care, specialist consultatlon, pharmacy. and transportation,
Local Long Beac.h hospitals used are Community Hospital, St. Mary 8
.and Los Altos Community Hospital.

The Family Health Program serves a membership in excess of 15,000
(5,300 Medi-Cal) individuals enrclled both on an individual basis and
through government and employer groups, plus an unknown number of
private patients. Some of the family health groups inelude: Long
Beach City Employees; Long Beach TUnified Sehool Distriet; Compton
Union High School District; federal and state employees in the Long
Beach and Orange County area, and the Medi-Cal pilot project dis-
cussed here.

The director of the program uses a simple method of determining
the premium to be charged members. Initially, he used existing rates
charged state empolyees under existing insurance plans. After his own
cost data was determined, he adjusted the rates from time fo time as
necessary.

The Director of FHP has installed the following control devices in an
effort to provide quality care at the least cost:

(1) To reduce hospital cost, the group estimates the date of the pa-
tient’s discharge based on data which is maintained on previous pa-
tients with similar problems. This is similar to the CHAP program dis-
cussed later. If the patient has not developed complications and this
does not seem likely, the physician begins planning for that patient’s
discharge two or three days in advance. In this way, the discharge can
be expedited. The Direetor of FHP estimates that hospital costs run 40
percent less under FHP than other plans, Although this may help .to
hold down unnecessary hospital care it will not eut down unnecessary
cost while the patient is in the hospital,

(2) Another technique used by the Director of FHP is the day~1;0-
day utilization of reporting by doctors rather than a monthly review
of previous aetion. Reports are submitted on all patients in hospitals
or convalescent homes daily, The idea is for each patient to stay only
as long as necessary, creating proper utilization and reducing the ecost.

(3) Several other evaluation technigues are used to control the qual-
ity of care. The first is the physician’s rating schedule, which is used
to rate FHP physicians regarding their performance and the second
is the chart review schedule which is used to regularly review all physi-
cians’ eharts in the clinic. The Director of FHP estimates that FHP
fees are 35 percent less than the normal fee for service charges,
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The State Department of Health Care Services indieates that to test
the objectives of this study, a eontrol group of recipients residing in the
test area using fee-for-service health care has been established, In addi-
tion, direet interviews with the enrolled group have been eonducted.
A preliminary report to the Legislature has been made and a new con-
tract has been signed which runs from January 1. 1971 to the end of
the year. The preliminary. report is neither favorable or unfavorable.
An evaluation of the program is eurrently being completed at UCLA,
the results of whieh hopefully will be available prior to May 1971,

In summary, one of the key features of the success of FHP would
be the director’s close sueprvision of the program and program staff.
The director demands close cooperation and coordination between units
of his organization and is cost conseious. He also makes sure all physi-
cians in the plan are cost conscious through various evaluation forms
as well as staff meetings. He is actively involved in the program and
runs all aspeets of the program. He personally reviews the hospital’s
" admission ‘and discharge reports and if a patient is in the hospital for
a period that appears too long, he will review the patient’s chart. We
think that FHP is a fiscaily sound program which could be used as a
model for small and medium sized groups designed to practice this
type of medicine, We are not qualified to comment on the quality of
care under FHP but are not aware of any major problems as of this
writing, - .

Certified Hospital Admission Program (CHAP)

The Medical Care Foundation (MCF) of Sacramento, whieh is a non-
profit ecorporate organization of the Saeramento County Medical So-
ciety has the copyright on its Certified Hospital Administration Pro-
gram {CHAP) publication. MCF’s first printing of the publication
was in May 1970, the second printing was in July 1970,

The chief function of MCF has been the establishment and approval
of minimum standards. for the. health insurance program underwritten
by commereial earriers. The organization not. only reecommends a mini-
mum of benefits standards, but also. administers MCF. approved health
plans by direet payment. of claims since. it. receives. and processes . all
claims and provides the review mechanism for disputed physician and
other provider services. In addition, MCF under a subeontract with
the Department of Health Care Services and California Blue Shield,
has the responsibility for certifying the necessity and duration of hos.
pitalization for Medi-Cal eligible persons admitted to hospitals within
Sacramento and E] Dorado Countles :

CHAP is. designed fo control excessive hospltal costs through pre-
hospitalization eertification on elective admissions and current evalua-
tions of emergency cases. Certification is made regarding mediecal
necessity for hospiial admission and for length of stay. Extension of
hogpital authorization is granted for appropriate medical reasons stated
by the aitending physician. The idea is to provide the level of care
necessary, but not a higher or more expensive level of care than is
medically necessary. MCF indieates that a reduction of approximately
20 percent in the average hospital stay for Medi-Cal eligibles was
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achieved under the CHAP program. In addition, MCF indicates that
there has been a drop in the average daily medical census in those
hospitals where census records had been kept prior to the institution
of the CHAP control system for Medi-Cal patients in Sacramento
County on Aprll 13, 1970. MCF reported that one major hospital had
e(};perlenced a drop In average daily Medi-Cal patient eensus from
50 to 36

. COUNTY OPTION PROGRAM

‘When the Medi-Cal program was proposed in 1965, an inerease in
cost of care in the county hospitals was anticipated. To protect the
counties, amendments to the basie Medi-Cal proposal were made which
would allow the counties the option to receive a guarantee from the
state that their future medical cost would not exceed that of the 1964-65
fiseal year as adjusted for population increases. County cost of care
exceeding the adjusted 196465 level was to be met by the General
Fund for those counties electing this optional method of cost sharing.

Under the basic county contribution (as distinguished from the op-
tion) the counties pay an amount equal to 90 percent of the county cost
of health care uncompensated from any source in 1964-65 for all cate-
gorical aid recipients and those linked to categorical aid programs.
In addition to that 1964-65 amount. each county pays an amount speci-
fied in Section 14150 of the Welfare and Institutions Code which is
increased each year by an amount proportlonate to the inerease in
population. The effect of this basic contribution is that the total eounty
contrlbutlon to Medi-Cal increases slightly as cost inereases and the
population increases if their indigent population inereases.

The optional method of payment provides that counties can pay 100
percent of the uncompensated 1964-65 eost for all county indigents
increased only by population, and the state would pay for other cost
inereases above the 1964-65 base, subjeet to budget limitations.

As a general rule, it was to the advantage of the larger counties to
select the option because cost would and did increase. Approximately
85 percent of the cost of county hospital care is under the option pro-
gram,

Tt was to the advantage of a county not to use the option if their
uncompensated costs were going to.go below the 1964-65 level, This
could result when a county had many less persons who would be in
the ‘‘uncompensated’’ eategory. This proved true with many smalil
counties.

The law provxded that such selectmn to have the share of cost com-
puted under the optional method was irrevocable until June 30, 1970,
Three San Joaguin Valley counties did switch from the option method
to the basic contribution method after that date. |

Due to budgetory limitations, the department prOposes $35 million
as the state share of the county option program for the 1971-72 fiscal
year. If the state share of the option program were to be fully funded,
we estimate the cost would be appmxundtely $65 million for the budget
year. The $35 million is the same as is estimated to be expended during
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the current fiscal year. Although the same amount was budgeted for
the 196970 fiscal year the budget shows that $7,338,548 was expended
on the program and $27,661,452 in option bills were carried over into
the eurrent year when the department converted to a modified acerual
accounting system for the option program. With the new accounting
method there will have to be a carryover each year hereafter, -

INTERMEDIATE CARE FAGCILITIES (ICF)

Chapter 1399, Statutes of 1968, amended the Welfare and Institu-
tions Code, relating to in-home and out-of-home nonmedleal care serv-
ices for pubhc assistance recipients, -

The act stated that the purpose of the law was to prov1de a coordi-
nated, eomprehensive approach to providing out of home and inter-
mediate care assistance and serviees for recipients of public assistance
who qualify for aid under Old Age Security, Aid to the Blind, Aid to
the Potentially Self-Supporting Blind or Aid to -the Needy Disabled.

The Chapter authorized establishment of programs for out-of-home
care, or intermediate care, for recipients of public assistance for whom
care in their own homes is impractical, but who may not need nursmg
home care.

The Health and Welfare Ageney was directed to establish standards
for specialized out-of-home care and submit an annual report to the
Legislature by March 1 of each year setting forth pertinent facts on
the operation of the program established by this chapter and its sig-
nificance in relation to the out-of-home care services of the Medi-Cal
program. ' ' '

Finally, the chapter provided that ‘*The provisions of this act shall
be operative under a developmental plan established by the Administra-
tor of the Health and Welfare Agency and approved by the State
Department of Pinance. The purpose of this plan shall be to provide
an orderly development of the service on a eounty-by-county basis to
prevent an interruption in the existing serviees and to provide a means
whereby the cost implications in terms of shifting of caseload from
nursing homes t6 nonmeadical care homes and in terms of any possible
impaect on increasing the rate structure for nonmedieal care facilities
without affecting such transfer ecan be elearly observed and reported
to the Legislature for correetive legislative action.””.

Human Relations Agency Cost Implication Study

In the fall of 1969, the Human Relations Ageney undertook a study
in an effort to make a detailed in-depth study of the cost implications
of the proposed intermediate eare program. To determine the potential
cost or savings of implementing an intermediate care program, the sec-
retary of the ageney appointed a task force.

i Aceording to the Task Foree’s Survey apprommately -one-half of
those -recipients resident in skilled nursing homes were considered to
need a lower level of care than that which skilled nursing homes pro-
vide, By way of contrast, only a single person out of the sample of 100
patients was found to need a higher level of care (hospitalization),
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Forty-eight percent of the patients surveyed receiving skilled nursing
faeility care could appropriately receive lesser eare. Thirty-five percent
of those surveyed had need for intermediate care services not then
available. Thirteen percent of the skilled nursing facility sample could
receive the existing level of care to be found in residential care homes,
Three-fourths of those examined in Residential Care Group II were
found to be ‘“misplaced.”’ Sixty-six percent of the sample were judged
te need less care than is impled by the Residential Care Group II
deszgnatlon while 9 percent required greater ecare than Group IT care
(i.e., needed some medical component added to their care which they
. were not receiving). The findings of the survey indieate that a rather
sizeable downward shift of patients is medically sound and that the
state would realize considerable savings if an intermediate care cate-
gory was created,
On the basis of field surveys we conducted in several counties, it
- appeared that the number of patients placed in’greater than necessary
care situations was considerably less than indicated in the agency sur-
vey. Subsequent.examination by Department of Health Care Services
Medical-Social Review teams indicates that the number of nursing
home patients in need of lesser facilities is between 25 and 30 percent.

Departmental Responsibilities

The Department of Health Care Services (DHCS) is to work jointly
with the State Department of Socilal Welfare (SDSW) to develop
operating standards, guides, procedures, instructions, and other inter-
pretive and promotional materials necessary to implement an Inter-
mediate Care Program. DHCS is also to process claims for payment
from operators of Intermediate Care Facilities and submit audited
schedules in final form to the SDSW for submission to the Controller
for payment.

In addition, DHCS provides medical review teams which make
periodic 1nspect10ns of all mental institutions, skilled nursing homes,
and intermediate care facilities. The aim of thede inspections is three-
fold. First, the eare given to all Medi-Cal eligible patients is reviewed.
Second, with respect to each of the patients receiving such care, the
necessity and desirability of continued placement of such patients in
such facilities is evaluated. Third, the feasibility of using alternative
institutional or noninstitutional servees is evaluated.

The two departments have agreed to implement an ICF program de-
signed to provide supportive, restorative, and preventive health services
for public assistance remplents

The Department of Public Health has the responsibility for hcensma.
ICT institutions under Chapter 1451, Statutes of 1969 and. the depart—
ment adopted regulations effective July 21, 1970 relating to ICF
institutions. Before a license can be provided an applicant, the proposal
must be reviewed and approved by an area comprehensive health plan-
ning agency,
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Problems with Implementing [CF Program

Chapter 1399, Statutes of 1968, gave the Human Relations Ageney
power to promulgate regulations in establishing the ICF program.
Based on this authority, the ageney finally filed emergeney regulations
on December 11, 1970 which allowed nursing homes and private insti-
tutions to be ‘‘eertified’’ as providers of intermediate eare without
going through the licensure procedure involving Comprehensive Health
Planning as well as a substantial licensure fee,

The only stipulation was that sueh faecilities must designate a ‘‘dis-
tinet part’® of the facility for intermediate care if they wished to
operate as'a dual facility.

Chapter 1451, Statutes of 1969, required that all providers of inter-
mediate care be licensed under a procedure outlined in the bill. Appli-
cations must be reviewed and approved by areawide Comprehensive
Health Planning groups, and licensure is to be performed by the
Department of Public Health, Thus, Chapter 1399, which provides
authority for certification without licensure appears to be in conflict
with Capter 1451,

When the certification regulations were filed in December 1970,
legal questions were raised and the certification process was suspended
As a result, no facilities have been certified.

The Department of Public Health and DHCS asked for an oplmon
from the Attorney General to resolve the conflict between Chapter 1399
and Chapter 1451. According to the Department of Public Health, the
Attorney General gave two ‘‘verbal opinions” that the department
could certify, license or both. The department says it is not anticipating
a written opinion from the Attroney General. On the other hand, the
Department of Health Care Services says it is waiting for the written
opinion of the Attorney General.

In an attempt to clarify the issue, House Resolution 18 was intro-
duced in the Assembly on January 27, 1971, requesting a delay in the

1

emergency regulations allowing for certification until the matter could

be reviewed by an appropriate legislative committee,

As of February 15, 1971, only four ICF facilities had been licensed
with a total of 143 beds. One more facility is to be licensed effective
March 1, 1971, The present and anticipated bed capacity by location
i§ shown below.

Number of Intermediate Care Facilities licensed : .
Bed

Location ' capacily
Sacramento County (1) 16
Yolo County (2) o - 87
San Diego County (1) 40
Total 143
One facility to be licensed on March 1, 1971
S8an Diego (1) .- - 85
Total ‘ 208
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Fiscal Implications

Intermediate care will be funded through the public assistance titles
of the Soeial Security Act (Titles I, X and XIV).

The maximum nursing home relmbursement rate since December 15,
1970 is $390 per month compared to $305 maximum for intermediate
care facilities.

Initially, it was estimated that by eonversion to an ICF program,
there would be a et program savings of $11.2 million during the fiscal
year 1970-71 of which $6.4 million would be General Fund money.
However, due to the slowness in developing the program it appears that
only $284 000 total program money will be saved.

The Governor s Budget proposes an appropriation of $7,606,500 for
support of intermediate care during 1971-72. Total program cost is
estimated to be $17,659,500 shared as follows:

(1) State - $7,606.500
{2) County ____ 1,300,600
(3) Federal __ 8,762,400

Total ... $17,659,500

It is estimated that implementation of the TCF program will result
in total program savings of $3,045000. Of that amount the state will
save $2,748,000, the federal government will save $1,597,000 and the
counties will have to pay $1,300,000. Although the ICF results in
savings to the state, it results'in a cost increase to the counties since
they participate in the funding of ICF programs but do not realize
any savings in Medi-Cal cost reductions.

ADMINISTRATION

Under the supervision of the Secretary for Human Relations the
State Department of Health Care Services is the single state agency
responsible for administration of the Medi-Cal program, County wel-
fare or public health departments acting as agents of county boards of
supervisors subject to the supervision and regulations of the Depart-
ment of Health Care Services are resp0n31ble for receiving and proe-
essing applieations for Medi-Cal.

The fiscal intermediaries,” Blue Cross North, Blue Cross .South and
Blue Shield, process and pay all the elaims for payment submitted by
providers of care after the eligibility has been determined by the coun-
ties. These fiscal intermediaries are under contract with the State De-
partment of Health Care Services.

Administration consists of benefits planning, program cost control,
program utilization control, eligibility eertification, serviees payments,
and support administration. These activities are carried out by three
groups of organizations. The state organizations include the Depart-
ment of Heglth Care Services as well as contraets with the Departments
of Social Welfare, Mental Hygiene and Public Health. The county or-
ganizations include either the county departments of welfare or publie
health. The fiscal intermediary group includes contract employees of
California Blue Shield, the Hospital Serviees of California (Blue Cross
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North) and the Bospital Services of Southern Gahforma (Blue Cross
South).

Table 6 shows the total estimated cost ineurred by administration in
fiscal years 1969-70, 1970-71, and 1971-72.

Table 6
Estimated Medi-Cal Cost for Administration Percent
196970 through 1971-72 increese
Administrative gince
category 1969-70 19%0-71 1971-72 1969-10
State support ...._... _  $6,207,875 $17,643,245 $17,402,395 180%
Fiseal intermediary _ $22,958,329 $21,798,000 $28,512,613 249
County' operations .. &7,205,930 $13,555,960 $18,472,870 85%
Total . ______ $36,464,934 $52,997,205 $59,387,978 63%

The administrative costs come out of the Health Care Deposit Fund
and are paid approximately 50 percent by the General Fund and 50
percent by the federal government.

Medi-Cal Management System

The 1968 Legislature authorized an amount of $250,000 for a study

of the existing Medl-Cal ehglblhty process, claim payment process and
management system. A private confractor was awarded the contract
to conduet the study. It completed and submitted a report in March
1969 with extensive recommendations., The department adopted the
report in the late summer of 1969 and asked for bids from potential
contractors for the development and implementation of the system pro-
posed on a prototype basis, that is, in two counties to test and perfect
the procedures.
" The report basically recommends the establishment of a single man-
agement claims processing control system to provide positive eligibility
verification, and local claims proeessing linked to a centralized data
proecessing unit. The present system can at best be deseribed as frag-
mented and totally unresponsive to the needs of the state, providers of
care, and recipients of service.

In early 1970, the department executed a contraet with a joint ven-
ture of insurance companies and a computer services corporation called
Health Care Systems Administrators {(FICSA) to implement a Medi-
Cal management system on a profotype basis in two counties.

The project will be implemented in three phases at a total cost of
$5.77 million : design, scheduled to last seven months and estimated to
eost $1.24 million; development, scheduled to last seven months and
cost $2.87 million; and implementation, scheduled to take six months
and cost $1.66 million. The department and the contractor initiated the
design phase on July 1, 1970. The budget contains $2,411,000 to com-
plete the total projeet.

The present schedule for MMS development indicates that starting
in January 1972, workload for San Diego and Santa Clara Counties
will be processed on the prototype system instead of by the fiseal inter-
mediaries,
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Fiscal Intermmediaries

We witMold recommendation on the funding of the fiscal intermedi-
aries pending receipt of more information from the depariment.

For the 1971-72 fiscal year the expenditures for the fiscal intermedi-
aries are budgeted at $28,512,613, an increase of $6,714,613, or 30.8
percent over the current fiscal year. We are not able to reconcile this
considerable increase in the cost of elaim processing with the fact that
the budget proposes a reduction in Medi-Cal Title XIX services.

What role the intermediaries will have in the Average Citizen and
CHI_P programs is not explained. The Budget Supplement goes into
considerable detail as to the role of the intermediaries regarding the

"payment of services as the program is eurrently struetured but is silent

in regard to the proposed program. .

In addition, the budget states that workload adjustments for pay-
ment of services are not necessary for the 1971-72 fiscal year yet it
proposes a 30.8 percent increase in funding,

Medica!-Social Review Teams .

We recommend delétion of five medical review team positions re-
quested for review of residential care facilities for a total savings of-
$65,000 on salary end wages plus related operating expenses ($26,000
General Fund, $39,000 federal funds).

In addition, we recommend that the remaining medieal-social review
funds be reduced by 50 percent and be transferred to the Department
of Public Health for o net reduction of $704,000 ($281,600 General
Fund, $422,400 federal funds).

The Social Security Aect of 1967 requires periodic inspections to be
made in all skilled nursing homes and mental institutions within'the
state by one or more medical review teams (composed of physicians
and other appropriate social service, personnel). The aim of these
ingpections is threefold. First, the care being given to all eligible
patients is to be generally inspected. Second, with respeet to each of
the patients receiving such care, the necessity and desirability of the
continued placement of such patients in such facilities is to be evalu-
ated. Third, the feasibility of meeting nursing home patients’ health
care needs through alternative institutional or noninstitutional serviees
is to be evaluated. The review of the various faeilities is discussed be-
low.

Residential Care Facilities Review ) )
It is desirable to evaluate the care provided by intermediate’ eare
facilities and the level of care required for individual patients in such
facilities as proposed in the budget. However, we do not see the neces-
sity for the state to make these types of evaluations for residential care
facilities. Licensing of residential care facilities is administered by the
State Department of Social Welfare direetly and by county welfare
departments aceredited to act for the state under the State Department
of Social Welfare’s authority, The State Department of Social Welfare
develops and maintains standards covering the establishment and op-

b66




Ttems 229—2'30 Medical Asgistance

eration of facilities subject to licensure, and either directly or through
aceredited eounty welfare departments, inspects and counsels with the
facilities in light of these standards, issues annual licenses to them
when they meet the standards, and denies or revokes licenses when
standards are not met. The objective of the licensing activity is to
provide assurance to the general public and to the persons living in
such facilities that the agencies and facilities offering nonmedical out-
of-home residential care meet standards compatible with the needs and
circumstances of the persons being served. In addition to the licensure
of the homes, county social workers provide social services to the wel-
fare and Medi-Cal residents of such homes.

County social welfare staff periodically interview each welfare and
Medi-Cal resident of such facilities with the purpose of reaffirming the
individual’s eligibility and to determine if the person’s needs are being
met. If a more appropriate placement is needed, Social Welfare is
responsible for such placement.

Residential care facilities are nonmedical family-type homes for six
or less persons. There are two groups, or types, of residential care
facilities with the following differing level of care:

Group I—minimum care and supervision, '

A person living in this type of facility needs a protective environ-
ment but limited personal service. He may be able to go out by himself,
take pare of his own room and assume responsibility for his own medi-
cation. However, he may need some assistance taking medication because
of forgetfulness, poor eyesight, or shakiness

Group IT—extensive personal care and supervision.

A resident is generally in need of a combination of such services as
help with dressing and personal hygiene, extra care because of incon-
tinence, or help with eating. Personal supervision away from home is
necessary due to feebleness and extra care may be necessary because
the person may be nonambulatory., ,

We think that the proposed medieal-soeial review of residential care
facilities by the Department of Health Care Services would duplicate
many of the activities presently being performed by Social Welfare staff
and is therefore unnecessary. If any additional review of residential
care facilities is justifiable, we feel that the same administrative organi-
zations that are currently supervising residential care facilities and the
individua! welfare Medi-Cal residents in such facilities should perform
such review,

Nursing Home and Intermediate Care Facilities Review

The State Department of Public Health provides licensing and snper-
vision of nursing homes and intermediate care facilities in addition to
other health faeilities. Licensing and certification of nursing homes and
intermediate care facilities involves development, review and revision
of qualified standards, evaluation of facilities and services. Nursing
homes and intermediate care facilities are evaluated several times an-
nually. Certification surveys or investigations of complaints gre in ad-
dition to these visits. Licensing requires about 35 percent of staff time

and is paid for out of the General Fund. Certification for Medicare
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requires about 50 percent of staff time and is reimbursed 100 percent by
federal funds. Certification for Medi-Cal requires about 15 percent of
staff time and federal funds pay 75 percent of the costs. Our recom-
mendation will provide a greater federal sharing mix.

In addition to evaluations of the degree of compliance of licensing
standards the quality of care is also observed by employees of the
Department of Public Health, Areas of need for professional assistance
are identified and arrangements made for followup on request of a
facility or from the field staff. Where the educational approach fails
to obtain compliance, disciplinary action is taken through injunction,
forma! hearing, license revocation or deeeltlﬁcatlon or denial of an
application.

Review of reports of the Departments of Public Health and Health
Care Services indicates that both departments review the same facilities
and obtain duplicative information as follows:

(1) Employees of both departments review the patient’s medieal.
records ineluding :

(a) Nursing care plans.
{(b) Physicians’ orders.
(¢) Physical examinations.
(d) Medication sheets, :

(2) Quality of care is also reviewed by staff of both departments
‘However, it appears that Department of Health Care Services’ staff
emphasmes individual medical deficiencies while the Department of
Public Health staff emphasizes such items as the building, equlpment
and diets,

(3) Staff of both departments provide social assessments regarding
social activities sponsored by’ the facility. However, it appears as
though personnel from thé Department of Health Care Services spend
a greater part of their time doing social reviews than the Department
of Publie Health personnel,

(4) Both departments inspect the physmal environment of the faeili-
ties and report on such things as chandeliers, refrigerators, and num-
ber of beds in the facility.

Although staff from each department reviews these faeilities for
basmally different purposes, they nevertheless are duplicating each
other’s efforts. We think that at least 50. percent of the medical review
team staff could be climinated if this function were transferred into
the hcensmg burean of the Department of Public Health. This would
result in a total savings of $704,000 ($281,600 Genera) Fund, $422,400
in federal funds) plus related operating expenses.

The Department of Health Care Serviees presently has 128 positions
assigned to the medical-social review function. These are proposed for
continuance in 1971-72 at an expected total expenditure of $1,517,310
in salaries and wages plus related operating expenses. The federal
government’s share in the cost of this activity 1s 75 percent for profes-
sional staff and. 50 percent for administrative and clerical staff. The
medical-social review teams consist of 0.5 physician, two public health
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or registered nurses, two social workers, and one clerk. Because of the
heavy emphasis on professional staff, we assume that the governmental
participation in the cost of this act1v1ty would be apprommately 60
percent federal, 40 percent state,

Governmental Multipfe Reviews

Most convalescent hospitals are mspeeted and audited by a variety
of agencies. For example, one Los Angeles convalescent hospital was
recently inspected by numerous agencies as follows: a three-member
team from the Department of Public Health regarding licensure; State
Department of Public Health personnel doing a survey of level of eare
needed by the patients; a three-week audit by Blue Cross; a Medieare
audit by an independent auditing firm: a Medi-Cal audit by an inde-
pendent audit firm; a review by personnel from the Department of
Health, Education and Welfare; AETNA review of medical records
for Medicare patiénts; and the medical-review team from the Depart-
ment of Health Care Services, It would seem that the various govern-
mental agencies involved eould combine their resources and provide
one administrative review and aundit of such facilities at less govern-
mental expense and less inconvenience to the faeility being aundited,

Certification Process for the Medically Needly 1l Caseload

. We recommend the reduction of 50 posttions for a total sovings of
$288,071 ($144,036 General Fund and $144,035 federal fumds) for
salaries and wages plus related operating expenses for the certification
process for the medically needy II caseload.

To operate a new certification process for the medleally needy 11
caseload, the department established 50 temporary help positions in the
medieally needy operation bureau in’ 1970-71. These positions are to
review forms which ecompute the medieally needy only liability and
which document the meeting of this liability. The department requests
that the 50 positions be authorized on a permanent hasis for 1971-72,

This new certification process is a control technique to assure that
persons who can afford to pay a share of their medical cost have paid
this share prior to the payment of Medi-Cal funds. Like prior author-
ization and other controls in the piesent Medi-Cal system, this process
is cumbersome and creates additional paperwork. Nevertheless, we
think that it has been effective as a control device, At the present time,
caseloads are decreasing in the medically needy only category. We
think the decrease ean be directly attributed to the August 1, 1970
restrictions implemented by the department. In those restrictions, the
department not only reduced the amount of resources that eould be
held by a Medi-Cal recipient but 1mp1emented the certification process
discussed here.

As long as the present Medi-Cal system is in effect, we recommend
the continuance of a eertifieation econtrol technique. However, we think
that the procedure would be more efficient if totally eompleted at the
loeal level. At the present, mueh of the work that is done in the counties
is duplicated by certification staff of the Department of Health Care
Servieces. The following is a summary of the present certlﬁcation
process. :
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California Medical Assistance Program—=Continued

. Prior to August 1, 1970, there was no verification of liability. After
. August 1, 1970, the applicant was required to substantiate that he has
satisfied his liability prior to certifieation. A new standard form MC
177, Record of Health Care Services, was developed to facilitate this
procedure. This form requires a declaration from the applicant that he
has assumed full legal responsibility for payment of the services listed
and a signed declaration from each provider of service that he will not
bill the Medi-Cal program for the services listed. When the applicant
completes the form (satisfies his entire liability) it is returned to the
county welfare department where it is reviewed by court personnel. If
the applicant returns the form without satisfying his liability, county
personnel note on the form ‘‘liability net met’’ and the date, and re-
tain the form in the case record. If the county confirms the validity of
the statement, the forih (MC 177) along with the initial liability com-
putation form (MC 176) is mailed to a central unit of the Department
of Health Care Services.

The Department of Health Care Services audits the forms and veri-
fies that liability has been met. If both forms are in order, the depart-
ment prepares the first identification card and mails it to the county
together with one copy of the approved forms. The county then mails
the card to the applicant and prepares any future eards required
for the remainder of the period covered by certification,

‘We think the department’s review after the county has reviewed the
forms is duplicatory and unnecessary.

Prior Authorization—Medi-Cal Consultants

We withhold recommendation on the Medi-Cal consultant function of
the program pending a review of the department’s proposed Average
Citizen and CHIP programs.

Prior authorization is a control technique to keep utilization of Medi-
Cal services to a minimum. Under this technique, each service under
prior authorization must receive anthorization by Medi-Cal consultants
prior to payment for the service, It is inherently a ecumbersome and
bureaucratic method of utilization control. It ereates a paper blizzard
but is, nevertheless, required in the present system which cannot be
otherwise effectively controlled. There are no built-in incentives to hold
down overutilizations in the current Medi-Cal system,

Peer review by medical societies and other provider groups were not
effective against overutilization in the early days of the Medi-Cal pro-
gram. Thus, prior authorization was started early in 1967. Nursing
home and hospital utilization was slowed considerably after prior au-
thorization was implemented. Initially, nursing home stays, noncounty
hospital stays of longer than eight days, and some dental services re-
quired prior authorization. Now because of the anticipated 1970-71
deficit the following additional services have been limited through
prior authorization.

1. More than two physician visits per month,

2. More than one outpatient psychiatric service within a six-month
period, except for defined emergency services,
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3. All eye refractions.

4. Services for cosmetic purposes.

5. Nonemergeney dental, chiropractic and pediatric services beyond
the first visit in a six-month period.

6. All nonemergency optometric serviees.

7. All outpatient physmlal therapy, occupational therapy, speech
therapy and audiology services except for the first outpatient visit in
a six-month period.

8. Psychology inpatient services.

9. Hearing aids.

10. Over eight hospital inpatient days,

11, Nonemergeney hospitalization,

12. Nursing homes.

13. Home health care services for more than one ageney visit within
a4 six-month period.

Prior authorization, in addition to denying some requests (most are
approved), has an inhibitory effect upon services which would be pro-
vided if authorization were not required. Part of this effect is because
of the “‘red tape’’ involved, part because the serviee is not considered
essential by the provider of care.

The 1970~71 budget as approved by the Legislature speecifieally pro-
vided for the Medi-Cal consultant function to be direetly administered
by the state in 19 counties and administered by the counties in the re-
maining 89, In the beginning of the fiseal year, the department decided
10 take over the entire consultant funetion. Thus, $2,768,069 was trans-
ferred from the allocation for county administration to the state opera.
tions budget and 314.8 positions were established administratively in
the Field Ser\rlces Bureau to implement statewide assumption of the
consultant funetion.

In 1971-72, an additional 80.2 positions will be required for the
Medi-Cal eonsultant function due to caseload inereases. The 1971-72
‘request would bring the total number of employees to 464.8 (457.8 in
field offices and seven in the central office). Total expenditures for sal-.
aries and wages are expeeted to be $5,188,799 for field office personnel
and $88,392 for central office staff in 197172, Federal participation in
costs varies from 75 percent for physicians to 50 percent for clerical
and eentral office personmnel.

We are withholding recommendation on this funection pending the
department’s Average Citizen and CHIP proposals. Any system in-
corporating a prepayment procedure would greatly reduce or eliminate
a prior authorization procedure.
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DEPARTMENT OF HUMAN RESOURCES DEVELOPMENT

Tfems 231, 232, 233, and 234, from the
General Fund and Item 235 from the
Department of Human Resources
Development Contingent Fund and
Items 236 and 237 from the Unem-
ployment Fund and Unemployment
Compensation Disability Fund, re-

spectively Vol. III p. 228 Budget p. 204
Requested 1971-72 e $24.286,651
Bstimated 1970-71 e 24,261,629

. Actual 1969-70 ___ ————— 22,432,344

Reguested inerease $25,022 (0.1 percent)

Increase to improve level of service $25,912
Total recommended reduction S None

Analysis
SUMMARY OF MAJOR ISSUES AND REGOMMENDATIONS page

1. We recommend the department include in future budget 577
presentations statistically based enrollment and completion data
for its training programs as well as projections for the budget
year,

2, We withholcjl recommendation on support for Office of Eco- 587
nomie Opportunity pending further review of reports relating
to local projects.
GENERAL PROGRAM STATEMENT

The department has been organized with four major divisions and
four minor units. The major units are the divisions of Job Training
Development and Placement, Tax Collections and Insurance Payments,
Farm and Migratory Labor Services and Management Services. The
minor units are the State Office of Economie Opportunity, the Commis-
sion on Aging, the Job Training and Development Services Advisory
Board and the California Unemployment Insurance Appeals Board.
The Appeals Board is autonomous, while all others recetve their ad-
ministrative and policy guidanee from the Director. Each division or
unit iz organized to carry out the programs appropriate to its fune-
tional title,

The resources of the department are concentrated on improving the
employability of the economically disadvantaged, making unemploy-
ment and disability insurance benefit payments to eligibles and obtain-
ing meaningful employment as mandated under the Human Resources
Act (Chapter 1460, Statutes of 1968). The major share of the support
of the departmental programs directed to these problems is derived
from federal grants.

There are eight departmental programs. These are the Job Training
Program, the Job Development and Placement Program, the Farm

. Labor Program, the Migrant Services Program, the Tax Collections
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and Insurance Payments Program, the 0.E.Q. Technical Assistance
- Review, Coordination and Innovative Anti-Poverty Program, the Com-
mission on Aging Program and the Administration and Management
Program. This latter program provides the management, policy guid-
ance, leadership and ancillary staff serviees of personnel, accounting,
ete., necessary to the proper funectioning of the department as a whole.
The cost of this program is charged back to the seven operational pro-
grams in proportion to the services rendered to them,

The primary long-range goal of the first three named programs is the
training or retraining and meaningful employment of the estimated
734,000 economically disadvantaged persons who are unemployed or
underemployed. To accomplish this goal the programs provide, in
addition to training, access to such additional services (health, educa-
tion, ete.) as may be required to make the individual ‘‘job ready.’’ The
objectives of the programs are to insure that these persons, so trained
and placed in employment, will be in a truly ecompetitive position in
the state’s labor market.

The remaining departmental programs also contribute to the achieve-
ment of the long-range goal and the program objective, but to a lesser
degree. These programs serve the unemployed ‘‘ job ready’’ individuals
and their potential employers in industry, provide unemployment and
disability (due to injury or illness, not job related) benefit payments
to eligible recipients. The programs also provide technical assistance
for loeal antipoverty agencies and local senjor eitizens programs.

The department proposes a total expenditure program of $1,187,-
020,013 of which $1,035,814,000 is unemployment insurance and disa-
bility benefit payments and training allowances to Manpower Develop-
ment and Training Act (MDTA) eligibles. This proposed expenditure
iz $53.862,838, or 4.3 percent, below that estimated for the current
vear. The reduction is due entirely to a $70,800,000 deerease in pro-
Jjected unemployment insuranee benefits based upon T.S. Department
of Labor’s criteria, standards and requirements as used in the 1971-72
departmental budget submitted te that federal ageney for approval.

Funding Sources-~Department of Human Rescurces Development

The funding sources of the department budget request for fiscal year
1971-72 are summarized in Table 1.

Capital Outlay

The department has requested no funds for eapital outlay in 1971-72,
It states it will recover a total of $542,373 of prior capital outlay ex-
penditures from the Contingent Fund ($155,003) and the Unemploy-
ment Fund {Reed Act—%$387,370).

Related Programs, Budgetary Significance

The future budgetary significance of the programs administered by
the California Job Development Cerporation Law Executive Board, the
objectives of which are closely related to the primary objective of this
department, is discussed on page 589 of this analysis. The board’s activi-
ties through the budget year are funded by balances available from:
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Table 1

Department of Human Resources De\)elopment State Appropriations and Federal Grants
Proposed Expenditures Support, Benefits and Grants 1971-72

Appropriations trom the Geheral Fund (Support)
Item 231 Matehing Funds (Work Incentive element—209,) _.
Item 232 Service Center Element (includes 375,980 from Con-
tingent Fund)
Commission on Aging (minimum to qualify for admin-
istrative grant of $100,000) _______________
Matching Funds (0.E.0.—209 including In kind) __ 69,589
Matching Funds (Migrant Programs—maintenance of
effort) 8,973

325,000

Ttem 233
Item 234 Migrant Ma;ster Plan (maintenance howsing during off
528500

Total General Funds
Appropriations from the Departmental Contingent Fund (Support)

Job Training Program ___
Job Development and Placement Program
Benefits Payment Program
Farm Lzbor Service Program

Ytem 285 Total DHRD Contingent Fund _______ (oo _

Appropriation under the Employment Security Act for Support of
Btate Audit (Reed Act Funds)

Job Training Program

Job Development and Placement oo ___

Beneflts Payment Program

Farm Labor Services Program

Iiem 236

Appropriations from the Unemployment Compensation Disability F'und

(Support
Ttem 237 Tax Colleckion and Insurance Payment Program ______

“Total State Appropriztions in Budget Bl

State Funds Continvously Appropriated:
Tax Collectlon and Insurance Payment Program Unemployment
Compensation Dissbility Fund Benefits Payments

Reimbursements for Services Mendered to Community Action Ageneles

Total, State Funds

$5.717,742
8,748,898
108,862
373,194
$9,862,T11
181,764
155,708
279,138
32,459
640,159
11,867
10,164
. 18,207
2,116
42,344
13,656,457
24,288,651
337,114,000
3,757,738
$365,158,389

Federal Grants

Work Incentive Grants _______.______ $29,870,968
Service Center element o i 133.500
Older Amerlean Aet - o . ___ 520,054
0.E.0. Technical Asst. . 918,738
0.E.0. Migrant Services —___ __—u____ _— 177,822
Migrant Master Plan _________________ 2,378,968
Alloeations from Unemployment Adminlstration
Fund Grznt
Administrative support e _o.—— 13,566,561
Administeative support o 19,203,158
Administrative support __ —— 49,006,613
Administrative supporf oo 4,329,678
From the Unemployment Fund
Benefit Payments
From Other Federal Grants
MDTA Training AHowances ___ ... __.
MDTA (Support) . _.___ 12,437 458

Job Corps (Support) e - 482,660

PWEDA _(S8opport) —cmmoe 18,098
Service Employment Redevelopment ___ ggs 2(110
1,119

NAB—JOBS ..

Total, Federal Funds . ______

$27,001,048

86,106,005

678,700,000

16,000,000

14,054,571

$821,881,624

Panurjuod—3juswdojass(] 530anosay uewnl 3o juswiaedeq

uomdoToA¥(] #O0IN0SeY WRTINE]
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prior year appropriations and thus do not appear as a budget item.
However, new funding will be required to continue its program in
fiscal year 1972-73. This board’s two programs provide for services
(loans, management and technical assistance) to minority business
enterprises locatéd in economiecally disadvantaged areas.

ANALYSIS AND RECOMMENDATIONS ‘

We recommend approval of the following: Items 231, 232, 233, and

234 from the General Fund; Item 235 from the Depertment of Human
Resources Development Contingent Fund; Item 237 from the Unem-
ployment Compensation Disability Fund, and Item 236 from the Un-
employment Pund ynder the provisions of the Reed Act.

JOB TRAINING, DEVELOPMENT AND PLACEMENT DIVISION

The Division of Job Training, Development and Placement admin-
isters two programs within the department. These are (1) Job Train-
ing Program and {2) Job Developent and Placement Program.
Table 2 shows the proposed level of funding for these programs.

Table 2
Job Training and Job Development and Placement Programs
Proposed Funding by Source and Staff
: Job develop-

Man- Job Man- ment and

Stote-approprioted funds years training years placement
General Fund

‘Work Incentive _ ... ____________ 500.0  $4,402,662 1493 $1,315,080

HRD and Service Centers _________ 105.0 1,640,418 1510 2,027,500
Contingent Fund :

Service Centers .. oo e ________ 212,916 200,627
Reed Act funds

Department firance audit —..______ 11,857 10,164
Federal grants

Work Incentive - - 17,610,648 - 5,260,323

Manpower Development and

Training Act .. 595.3 12,008,750 21.0 483,708
Job Corps oo o ___ 318 ' 364,561 11.2 128,089 -
Public Works Economic Development : ‘

Act 0.9 7,780 11 10,313
Unemployment Administration Fund 9449 13,566,561 1,359.6 19,203,153
Service Center, Supportive Services 20.0 133,500 — —
Service Employment Redevelopment _— 585,260

Job Opportunities in the Business -

Seetor . -— 38.5 521,110

49,944,644 29,695,327
Reimbursements Service Centers ___ 110,538 . 169,067
Concentrated Employment Program_ 3178 3,348,608 13.2 139,525

. 2,015.7 §$53,413,790 1,744.9 $29,993,919
Administration management program
costs prorated haek to programs ... ($3,002,936) ($2,429,206)
JOB TRAINING PROGRAM '

The Job Training Program proposed expenditure of $53,413,790 is
$519,283, or 1 percent, above current year levels. This jncrease ig

the result of an inerease in federal grant funds of $627,734. Despite
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Department of Human Resources Development—Continued

‘this increase the level of program has been decreased by 26.1 man-years
in the budget year.

The goal of this program is to prepare and equip all employable
and potentially employable persons with the skills and abilities to in-
sure them a competitive position in the state’s labor market. Achieve-
ment is to be met by providing these persons training and other
related services accordmg to their individual needs. A major coneen-
tration of the program’s efforts are directed by statutes to improve the
plight of the economically dlsadvantaged Serviees to accomplish this
are provided through 29 field offices in statutorily defined economically
disadvantaged areas. In addition to the 29 centers whieh have 23
branch offices, there are seven Youth Authority Centers and 45 Work
Incentive Offices. The department states that a minimum of 65 percent
of the division's staff resources will be used in the implementation of
its statutory responsibility to the eeonomically_ disadvantaged.

Training Components

The Work Incentive program (WIN) component is directed specifi-
cally to the adult welfare recipients in the Aid to Families with
Dependent Children (AFDC) caseload at the county level. The com-
ponent operates in 27 counties and requires a high degree of cooper-
ation between the Department of Human Resources Development
(DHRD), the State Department of Social Welfare (SDSW), and the
welfare and social services agencies at the county level. This com-
ponent has 45 contact or service points within the 27 counties. The
DHED portion of WIN is funded by a 20 percent state appropriation
and 80 percent federal grant and proposes to support 17,600 training
slots in the budget year. Participants of WIN receive a $30 per
month stipend. This is in addition to their welfare grant plus allow-
anees from the county for additional funds necessnated by enrollment
in WIN.

The Manpower Development Training Aet (MDTA) component is |
available for training the hard-core unemployed and it administers
and provides the funds for the on-the-job training portion of MDTA.
The State Department of Edueation funds and coordinates the insti-
tutional training with may be required as a prerequisite to or a part
of the preparation of the individual to a ‘‘job ready’’ status.

The Job Corps funding represents the services rendered to that
federal program in recruitment of potential trainees.

The. Coneentrated Employment program (CEP) funding represents
reimbursement for the services and assistance given to five Iocal Com-
munity Action agencies by the Job Training program.

The budget states that 49,000 persons in the current year ‘‘will
receive training as part of the process to inerease their employability.”’
We understand this to mean persons who have completed training and

job ready.”’ No estimate is made for the budget year. A state-
ment is made that an additional 1,400 hard-core welfare recipients will
be training in the Work Incentive program in 1971-72 as the result
of an increase of 800 training slots in that program. These additional
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slots were gained by increasing the state matching- funds by $200,000.
This amount plus the federal matching of $800,000 added $1 million
to the WIN component.

Overstatement of Numbers Trained

We recommend the deportment include in future budget presenta-
tions statistically based snrollment and completion data for its training
programs os well as projections for the budget year. _

We cannot reconcile the department’s statement as to the numbers
of individuals who will complete training in the current year. The
department states that some 21,000 will complete fraining under the
WIN program. We estimate, based upon new enrollments in the pro-
gram, that the average total annnal enrollment in the program will
approximate 14,000 individuals. Further, based upon recent depart-
mental reports, we estimate a total of 50 percent of these frainees will
drop out of the program or be terminated prior to completion of train-
ing, leaving 50 percent annually completing iraining or approximately
7,000 individuals. This ecompletion rate fails to meet the 70 percent
completion rate established as an objective of this program,

Additional information should be presented in the budget showing
the effect of completed training upon welfare cost, Divisional records
indicate that for calendar year 1970, 1,772 persons were removed from
the welfare rolls and 895 received reduced welfare grants, on com-
pletion of their training, The total welfare savings for the year was
$3,246,610, assuming no persons returned to the rolls and that the
reduced grants remained static. If this same experience was applied
to the group of WIN graduates an estimated welfare savings of $8,816,-
098 would result in a 24-month period,

The MDTA component appears to have dropout or termination prob-
lems similar to WIN. Reeords of the 196869 fiseal year show 32,093
were enrolled and 15,624, or 48,7 percent completed training. There
was improvement in the 1969-70 fiseal year when 20,128 were enrolled
and 13,368 or 66.4 percent completed training. All those completing
training in hoth years were placed in employment. No estimates are
available for the anticipated completions in the budget year.

JOB DEVELOPMENT AND PLACEMENT PROGRAM

The Job Development and Placement Program’s proposed expend1—
ture of $29,993,919 is one percent or $335,702 below the estimated cur-
rent year expenditure level, The decrease reflects a reduetion of $314,584
in alloeation from the General Fund appropriation coupled with a
slight reduetion in federal grant funds. A reduction of 48.6 in man-
years of employment parallels the reduetion in funding,

This program has within it the employment service function of re-
ferral and placement of the ‘“job ready’’ unemployed. Tt also provides
the unemployed whe lack skills or have other problems with eccunseling
and testing services prior to Yeferral. As a result of such tests and
counseling, the applicant may be directed to one of the training pro-
grams of the department to improve the marketability of his services.
In addition, this program, through its employer relations activities, pro-
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Department of Human Resources Development—Continued :

vides services and labor market information to‘emplovers on which to
base future planning. Included in this element is the job development
activity which endeavors to gain more job openings by restruciuring
entry level positions in both publie and private employment. .

The workload of the program is directly related to' the prevailing
economic conditions and thus when unemployment is high the em-
phasis shifts from placements to job development.

Computerized Job Openings and Qualification Matching

“To provide better and more timely services to both the employer and
the job seeker, the Department of Labor has sponsored two computer-
ized types of ‘‘job openings—job applicant’’ matching systems in this
program, the Job Bank and LINCS. Both are what may be considered
as pilot programs to determine their feasibility on a cost benefit basis.
Computerized services of this nature are quite expensive and a brief
deseription of both systems follows.

Job Bank

The Job Bank system has been in operation in San Diego County
sinee December 1969 and will be extended to six other labor market
areas in the eurrent and budget vear. This system essentially stores
information on all job openings received from employers in the labor
market area. The information is made available by printouts to all
employment service offices in the area. Nonprofit agencies handling job
applicants in the area are provided copies. of the job listings by
messenger service. The available job openings are updated on a daily
basis.

Labor Inventory Communications System

The Labor Inventory Communications System (LINCS) is a system
to mateh a job-qualified person with a job and is currently operating
in San Francisco and Los Angeles. It is applied at present only to the
professional oceupations in those labor market areas, The Department
of Labor has sponsored other similar systems in four other states to
cover other occupations. It is understood thiat each system has ap-
proached the job-person match in a different manner and the final
system for nationwide use (if found feasible} will be a combination
of the better aspects of those which have the best potential. The objec-
. tive of this system is to provide a means of matching an individual’s
experience, education and such other requirements to the job opening
specifications submitted by an employer.

Office of Manpower Utilization

‘Within the division and not readily identifiable by program is the
Office of Manpower Utilization. This office has a staff of 12 and al-
though authorized by Chapter 1068, Statutes of 1969, it was not es-
tablished until September 1970. The office’s activities for the budget
year have not yet been clearly and firmly stated. It is understood the
office’s primary efforts will be to convinee public employers to review
the qualifications for their entry level positions. The nltimate objective
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will be to assist employers in restructuring positions so as to provide
opportunities for disadvantaged persons fo gain entry to public em-
ployment. Such restrueturing would include other adjustments of
positions in the promotional ladder above the entry level to provide
training to insure an equal opportunity for advancement to those enter-
ing public employment. The office is eooperating. closely with the Fair
Employment Praetices Commission and the State Personnel Board in
order to prevent duplication of effort and avoid eriticism for harass-
ment.

Another program mentioned only in the Governor’s Budget docu-
ment, with no information in the program budget, coneerns the estab-
lishment of intensive job development projects for displaced workers,

espeeially those from aerospace industries and scientific personnel. It is ‘

understood that these projects are to be carried out by contraet with
outside ageneies. The total funding for this program is estimated to be
$9 million.

TAX COLLECTION AND INSURANCE PAYMENTS
DIVISION. AND PROGRAM

The Tax Collection and Insurance Payments program proposes a
support expenditure of $62,960,415, a reduction of $1,125,629 from that
estimated for the current year. The reduction: is reflected in the loss of
283.7 man-years, all of which (291.7) is due to a projected reduced work-
load in the unemployment insurance benefit payments element.

This division administers the Tax Collections and Insurance Payments
program, This program operates under the federal-state law in the cage
of unemployment insurance and state law alone in the case of disability
(not job related) insurance.

The objective of the program is to ease or alleviate economic hard-
ship of the eligible worker who is unemployed or cannot work due to
illness or injury not due to his employment through benefit payments,
Eligibility is gained by working in covered ‘‘employment’’ as defined
in the Unemployment Insurance Code. In the case of disability insurance,
ernployment may be covered either under the state plan or a voluntary
plan, Voluntary plans under state law are employer sponsored,

The unemployment benefits and the administrative cost thereof are
funded by employer contributions and taxes. The disability benefits and
the assoclated administrative cost are funded by a one-percent contribu-
tion on the first $7,400 earned by the employee,

Budgetary Implications of Recently Enacted Federal Legislation

The 91st Congress passed and the President signed into law the Em-
ployment Security Amendments of 1970 (PL 91-373) which ‘will require
substantial amendment of state law to bring it into econformity. The de-
partment will offer such legislation at the current session. The mandatory
{January 1, 1972) unemployment insurance coverage of all employees
of the state 'institutions of higher education and the state hosp1tals will
not effect the budgetary requirements of these agencies in fiscal year
1971-72. The department estimates that the earliest funding require-
ment for unemployment insurance beneﬁts paid to former employees
of these state agencies would oceur in November 1972,
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Program Funding

Table 3 indicates the sources of the fundmg for the program and the
staffing requested to earry it out.

Table 3

Tax Collection and Benefit Payments Program
Funding by Source, Staffing and Distribution

State Appropriated Funds for Support
TUnemployment Compensation Disability Fund

Revenue Collection __. $2,410,602
Benefit Payment Administration ____ - - 10,975,762
Voluntary Plans Review ~ - 270,003
Ttem 237 _ - - $13,656,457
DHRD Contingent ¥und (support) - 279,188
Reed Act Funds (support) - 18,207
Total State Fund Support ___ -—— $13,953,802
Federal Support Funds (grants) . .
Unemployment Administration Fund - $48,513,063
MDTA Grant (support) 492,650
Total Federal Support - § —. $49,006,613
Total Support all funds _ $62,960,415
Benefits Payments—Federal Funds :
Unemployment Fund . — _—  3678,700,000
Federal Grant MDTA Training Allowances — 16,000,000
Benefit Payments—State Funds
Unemployment Compensation Disability Fund 387,114,000

$1,081,814,000

Total Benefit Payments . -

Distribution of Support Funding and Staffing

Revenue Collection Elements Man-years  Funding

Unemployment Insurance _ 837.7 $11,811,763
Disability Insurance _— 163.8 2,410,602
Benefit Payments Element
Unemployment Insurance - 23371 31,190,686
Disability Insurance - —— 7513 10,975,762
Voluntary Plan Review Element _ 184 270,003
Appeals Process Element _.. 304.4 6,241,509
4,412.7 $62,060,415
Administration Management Program Costs—prorated
back to programs .. S SO {—6,775,934)

The program is carried out through the six elements to which staff is
assigned as shown in the lower portion of Table 3. The unemployment in-
surance activities are employer supported and funded by federal grants.
The disability insurance activities are employee supported and funded
by state appropriations.

Revenue Collection Elements

These two elements are responsible for the collectlon and recordmg
of eontributions from subject employers as defined in state law for de-
posit in the Unemployment Fund and the Unemployment Compensa-
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. tion Disability Fund. The collections finance the Unemployment In-
surance Benefits and Disability Insurance Benefits Payments programs.
Both elements are continuing at current-year levels of stafﬁng for the
ongoing workload.

Benefits Payments Elements

These elements review Worker clalms for e1101b111ty, amount and dura-
tion of payments. The unemployment benefits payment element maust also
consider and pay claims for benefits earned in employment in other
states, pay claims of ex-service personnel and federal eivil service em-
ployees and bill the federal government (reimbursed 100 pereent). It
also provides job information and.work search assistance to the unem-
ployed claimants.

Relating the support cost of this element to the services provided, we
find the average administrative cost per benefit and support cost as a

percentage of total henefits paid to be:
1869-70 1970-71  1971-712

Unemployment Insurance Benefits . (est.) (proposed)
Average administrative cost per benefits payment____ §$2.64 $2.45 $2.70
As percent of total benefits paid 5% 4.0% 1.6%

The disability insurance benefit payments element also reviews claims
for eligibility and determination of the amount and. duration of the
benefits. Relating the administrative cost of this element in the same.

manner as for the UI element we find: :
. 196970 1870-11 1971-72

Disability Benefits ’ {est.) ‘ {proposed )
Average administrative cost per henefit payment ____  $3.85 $3.85 $3.95
As percent of total benefits paid.. . _______________ 3.3% 3.3% 3.29%

Payment of Unemployment Benefits by Embossed Card

Annual unemployment insurance benefit payments amount to an aver-
age of $500 million. Payment is now made by one of three methods, sight
draft on a specific bank, by cash (the most common} and by check from
the central office. Each of these methods has its limitations. In an effort
to provide a single viable statewide benefit payment system the division
experimented for a two month period with an embossed card system. This
gystem produced three copies: (1) the individual’s check, (2) the office
copy and (3) the master copy.which is sent to the central office for
recording by an optical scanner, The results of the experiment were such
that the department has submitted a proposal to the Office of Manpower
Administration that it be authorized to purchase sufficlent equipment
to install the system in several of its field offices.

Voluntary Plans Element

The voluntary plans element has the responsibility of insuring (by
review, analyzing and approval) that such plans provide the worker
with coverage equal in every respect to the state plans benefits plus at:
least one significantly greater benefit. These plans are employer spon-
sored as substitutes for the state disability insurance-plan.
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Appeals Process Element

This element, through the Unemployment Insurance Appeals Board
and its staff, pr0v1des the worker and the employer opportunity for a
fair and impartial hearing on matters under the board’s jurisdietion.

The board’s jurisdiction covers unemployment insurance matters as
well as those pertaining to the state’s disability insurance program. In
the latter instance it should not be confused with the Workmen’s Com-
pensation Appeals Board’s jurisdietion. The appeal process is con-
dueted at two levels. At the lower level, the hearing is before a referee.
His decision may be appealed to the higher level, the board itself, by
an interested party. The decision of the board is final exeept for aetion
taken by judicial tribunal as permitted by law.

The element’s support is funded from four sources, by federal grant
for administration from the Unemployment Administration Fund, the
Unemployment Compensation Disability Fund, the Departmental Con-
tingent Fund and by Reed Act Funds. The element is requesting %6,-
241,509 for its support in the budget year, an inerease of $57,583 or
0.9 percent over the estimated expenditures of the current year.

FARM LABOR SERVICES PROGRAM

. The Farm Labor Services program proposed expenditures for the
budget year is $4,364,253, an inerease of $171,915, or 4.1 percent, over
the current year estimate. The increase results from increased federal
funding. Staﬁing remains at current year levels.

This program’s primary stated goal is to enable the rural work
force, which includes the agricultural worker, to achieve and maintain
a level of economie sufficiency and to meet the labor demands of agri-
culture with an adeguate number of skilled workers in a timely manner.

This goal is to be achieved through the program’s recruitment, train-
ing and orientation activities. These activities are supplemented by
such supportive services as employer contacts, job analysis, industrial
studies, commumty and employer relations, ete.

The program is earried out by a staff of 308.1 working fr()m 45
permanent offices and 35 seasonal offices. In addition, as required by
seasonal peaks of harvesting, services are provided to workers and em-
ployers from 45 itinerant service points.

Table 4 contains the funding sources supporting this program. The
requested funds reflect an increase of 4.1 percent over the current year

expenditure.
Table 4

Farm Labor Services Program Funding and Sources
State Appropriated Funds for Sopport

Department of Employment—Contingent Fund : $32,459
Reed Act Funds - - 2,116
Federal Support Funds (Grant)
Unemployment Administration Fund _ _ - 4,320,678
Total Support Funds __ ———— $4,364,253

Administrative management costs prorated baek to program _______ ($431,907)
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MIGRANT SERVICES PROGRAM .

The Migrant Services program has proposed an expenditure of $2,.
938,957 for the budget year which is an inerease of $319,648 over the
current year estimate. The inerease consists of increases of $233,179 in
federal funds and $86,469 in state funds, Staffing remains at eurrent
year levels. T
" 'This program implements the Migrant Master Plan and its objectives
are to provide low-cost housing rentals and sanitary facilities to migrant
farm workers during the peak harvest season. In addition to these
physical facilities, the program also provides health and education and
social services to improve the overall well-being of the ocecupants of
the housing campsites.

The program long-range goal is to provide a total of approximately
4,000 to 4,500 housing units. During fiseal year 1971-72, the service
will have 2,180 housing units available for occupancy. The current an-
nual production level of new units is approximately 300, and the goal
should be achieved in six. or seven years. This building schedule is
based upon two faetors; the willingness and finaneial ability of loeal
agenecies (housing authorities, ete.) to purchase and develop sites and
the availability of Office of Eeonomie Opportunity grants for this pur-
pose. As more camps are established and housing units erected, the
General Fund cost of maintenanee during the off season will increase.
The budget year increase over the current year is $88,469, a 30 percent
increase.

The program’s proposed support for fiscal year 1971-72 is shown
in Table 5.

Table 5

Migrant Services Program
: Funding Sources, Staffing and Distribution
State-appropriated funds
General Fund

Off-season maintenance (Item 284) _________________ $373,194
Mauintenanece of effort (0.B.Q, mateh) oo __ 8,973
Total state funds ____ : $382,167

Federal grants
0.E.0. Migrant Services

—— 177,822
0.B.0. Migrant Master Plan _____.__._______. . _______ 2,378,968
Total support funds $2,938,957
Program administration (9-man/yrs.) . ___ 186,7
Housing construction (and off-season )
maintenance) _ - —— —_— 1,200,000
Housing management (contracts with ’
loeal agencies) ..__— - 1,144,662
Housing fabrication (300 units per year) . . __ - 310,000
Day care (transferred to Department of
Social Welfare) _____.. —— 97,5001
$2,938,957

Administrative management program costs prorated back to program ($13,696)

1In 2ddition to this amount the local agencies operating the camps provide Department of Socinl Welfare with
$251,000 of camp rental revenue for a total of $348,500 to be used as matehlng funds, This amount plus
the federal grant received will support the Day Care services at the 25 camps.
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The program will have 25 camps in operation durmg the current
year. It proposes to expand by two additional sites in fiscal year 1971-
72 if the cooperation of local agencies in site acquisition and develop-
ment can be gained. Site selection is not firm at this time.

These camps will serve an estimated 2,687 families with 13,972 mem-
bers in the current year. Contingent upon the establishment of two
hew campsites, occupancy by 3,177 family units with 16,520 members
is projected for fiseal year 1971—72

The housing fabrication element, operated by a nonprofit organiza-
tion, will annually provide vocatmnal training and trammg in other
skllls for 100 migrant farm laborers. Day care services are provided
at all campsite locations. Three campsites offer infant eare serviees.
All such services are provided by local agencies,

TECHNICAL ASSISTANCE, REVIEW, COORDINATION AND
INNOVATIVE ANTIPOVERTY PROGRAM

This program is earried out by the State Office of Economic Oppor-
tunity. The objectives of the program are (1) to provide technical
assistance to ecommunities and local agencies in their operation of anti-
poverty programs funded through O.E.O. grants, (2) to coordinate
related state antipoverty programs, (3) to mobilize the state resources
relating to antipoverty problems and (4) to advise and assist the
national director of O.E.Q. in these matters.

In addition to these objectives, the state 0.E.O. office, as a condi-
tion of its grant, is required to perform the following duties:

(1) To aet as the Governor’s adviser on antipoverty matters in-
cluding his approval or disapproval of 0.E.Q. grants and contraets of
assistance. In these cases, the Governor has three alternatives to fol-
low during the 30-day period following receipt of the request:

A, Acknowledge full approval. Qualified approvals are not ac-
cepted by Regicnal 0.B.O. headquarters.

B. Allow the 30-day period to lapse without comment, in which
case the burden of approval rests with 0.E.O. Washington.

C. Disapprove. In this instance the direector of 0.E.0. Washing-
ton has the authority to reverse the Governor’s disapproval
aetion,

(2Y To give priority to the mobilization and ecoordination of anti-
poverty resourees, particularly at the state level. In this funection the
office acts as special advocate for the participation of poor people in
state government,

{3) To provide technical assistance to community action agencies
(CAA) and other O.E.O. grantees.

{4) Act in an advisory capacity to O.E.O. regional offices on the
equitable distribution of assistance between urban and rural areas.

The State Office of Economic Opportunity proposes a total expendi-
ture of $989,625, in increase of $25,912 over the current years estimate
and $585,165 over the amount originally budgeted last year. The entire
inerease in the 1971-72 request over 1970-71 occurs in the state fund-
ing of the office as federal funding remains at current-year levels. The
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state funding is proposed to be increased from $43,977 in the current

year to $69,889 in the budget yeéar; an incredse: of 58 percent, This
inerease made during the current year was made administratively.

The State Office of Beonomie Opportunity does not, under the present
federal funding and regulations process, become involved with direet
assistance to the individual poor. This responsibility rests with the 42
Community Action Program grantees and the 32 single purpose 0.E.0O.
grantees throughout the state. The state O.E.O. does have the authority
and responsibility under Section 242 of the Economie Opportunity Act
to monitor and evaluate the programs of the grantees. Its operations
represent administrative costs.

It is in this evaluative area that the main thrust of the state office
will be directed in fiscal year 1971-72. The office was granted addi-
tional funds by the federal 0.E.O. in September of 1970, These funds
were used to increase the office staff by eight new positions in the cur-
rent year. These positions are carried over into the budget year. Thir-
teen professional positions are now assigned to the evalnation of this
function. The state’s level of funding has been increased by $25,912,
This amount, plus an in-kind mateh of $52,252 is required to make up

‘the total state funding requirement of the $122,141.

The inerease in staff was accompanied by a reorganization of the

staff with an emphasis on in-depth analysis of the grantees’ perform-

ance in meeting their stated goals. This analysis oecupies a period of
105 days under ideal eircumstances. It beging with the office staff par-
tieipating in the ‘“‘prereview’’ of the grant in eompany with the re-
gional O.H.O. representatives and the grantee and ends with submis-
sion of the staff analysis and recommendation to the State Director of
0.E.0. The director then has 15 days to review the staff analysis and
forward his reeommendations to the Governor. This process is com-
plicated by the fact that each grant is reviewed as a separate entity.
Bach grant to a single ageney usually has an expiration date not cor-
related with others. For instance, the Economie and Youth Opportuni-
ties Agency of Greater Los Angeles has 13 grants totaling $19,740,461,
expiring on five different dates in 1971, while the Lassen-Modoe-Plumas-
Tehama Community Action Ageney, Ine., has two grants totaling $221,-
001 expiring in 1971 on the same date. We understand that the office
is endeavoring to seck the cooperation of the regional 0.E.O. in adjust-
ing expiration dates of grants to permit orderly processing at an even
level throughout the year.

The evaluations of the community action programs by the state office
are intended to cover every aspect of the grantee’s program, such as
budgeting, accountab111ty for expenditures, management, ete., with the
end view of Improving the capability and efficiency of the grantee in
meeting the goals stated in their grant. In essence, the purpose of the
evaluations is to insure that these publiely funded activities are in fact
reaching the poor for whom the programs are intended and are achiev-
ing the overall goal of breaking the cycle of poverty which afflicts a
portion of the citizenry of the state.
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The office also has the responsibility of review and recommendation
for the Governor’s consideration on the Volunteers in Service to
America (VISTA) programs (of which there were 23 in calendar 1970)
within the state. The office acting for the Governor in this instance is
authorized to structure such programs and assistanee in the manner
that it believes will achieve the best results.

In addition to the eight positions disecussed above, the state 0.E.0.
has the authority, by way of four 100 percent federal funded grants,
to establish 21 other new positioxs in the current year. The total federal
grant for these special projects is $431,442 (no matching funds re-
quired). The purposes for which the four grants were made are as
follows:

1. A management demonstration grant fo assist local community ae-
tion agencies in increasing their management capabilities. Authorizes
six professional and two clerical positions.

2. A grant to provide for the monitoring of the Oakland Community
Action Agency. Authorizes one professional and one clerical position.

3. A special technical assistance program for housing, economic de-
velopment and local agency management. Authorizes four professional
positions, .

4. A volunteer coordinating grant, This grant has not been funded
as yet and will authorize four professional and three clerieal positions.

Table &
0.E.Q0.—Staff and Workload Data
196970 . 1970-71 197172

Grant review. O.EOQ. grants e ______ . __ 440 450 460
Grant totals in millions of dollars____ . __ $74.5 875 $75
, Man-years of technieal asst. . .. ________... 16 6.5 8.5
" Number of agencies asst'ds mme e B 15 ' 38
Assigned staff - 15.2 25 25
Table 7
0.E.0.~Funded Grants Expiring in 1971 for 74 Agencies
' Grants Dollar velue
Multiple component grants® _... 81 $41,227,605
Family planning __ 16 835,246
Head start 85 30,665,124
Education - - 7 2,824,430
Legal services ___ ——— 4B 9,270,238
Youth programs __ 1,209,294

Indian - _—
Summer programs 117,689
Narcoties program _ 689,220

4
1 267,148
3
1
Comprehensive health programs _ g 5,834,530
24
9

Aleoholic program _____ — 1,027,811

BEmergeney food and medical services ______ . 16,942,716
Pilot programs - 1,814,523
Resources mobilization - - 10 - 1,071,766

281 $113,207,127

115 percent of the total grant is allowed for administration,

586



Ttems 231-237 Human Resources Development

Table 8 indicates the proposed funding of the state 0.1.0. activities
for fiscal year 1971-72.
" Table 8 -
State Office of Economic Opportunity '
Source of Proposed Funding and Staffing Fiscal Year 1971-72
State-appropriated funds

General Fund (209 state match 111(:]11dmg in kind) ¥ ___________ $69,889
Federal funds
Five O.E.Q. grants ___. . - _ 919,736
Total Support .. - - - $989,625
Administration mﬂna"emont program costs prorated back to
program _.._ - _— _ {$29,684)
Man-years Sta ﬁing and Funding by Grmzt
25 State 0.K.0. office grant (809 federal) __ - —- $488.564
8 DManagement demonstration grant (1009 federal) _____________ 162,170
2  Qakland monitor grant (100% federal). - 27,718
4 Special technical assistance grant (1009 federal) ______________ 114.814
7 Volunteer resources grant (1009 federal) . 126,740
46 $919,736

1The totzl 20 percem. state mateh is $122,141. Thus an in kind mateh of not Iess than $52,252 15 required to
agsure the federal grant of $488,564.

In view of the fact that this office has been more than doubled by
administrative action since the last legislative approval and is providing
review and approval over programs totaling $113 million, we believe
the review reports rendered on these diverse local projects should be
carefully examined to determine whether the reports are effective and
whether the projects are effective. Pending this fuller review, we with-
hold any recommendation. -

COMMISSION ON AGING PROGRAM

The State Commission on Aging Program expenditure request is
$545,054, a reduction of 10.7 percent or $65,265. The reduction is totally
within the state funding. This results in a 30.6 percent reduction in
commission support funds and a staff reduction of six positions or 54.5
percent.

The commission’s program objective is the mobilization of the ap-
propriate resources of all local communities within the state fo meet
the total needs of the approximately 12 million older ecitizens of the
state, The commission, through its staff, accomplishes this. objective
by administering the Older American Aet grants to communities spon-
soring local programs for their senior citizens. Table 9 reflects the
funding and staffing of the program for a five-year period.

The commission (12 members, of whom eight are Governor’s ap-
pointees, and four are legislative members) approves all federal grants
to local senior ecitizens programs on the basis of two criteria, the value
and viability of the project and the availability of funds. All projeets
are funded and approved on an annual basis. The commission staff
reviews the proposed programs, insures that an aceounting system is
jnstalled, trains the local personnel, and aids in the eonduct of seminars
and other statewide activities pertinent to the program,
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Table &
Commission on Aging
Funding Sources, Administrative Costs, and Staffing
1967-68  1968-69  1969-70  1970-71 . 1971-72
Administration
General Fund ____.__..___ £120,3383 $102.095 367,571 $90,710  $25,000
Federal funds __.._____ 54,840 89,115 72,482 5,000 75,000

Total Administration-- $175,173 $191,210¢ $140,058 $165,710 $100,000
Project funds

Federal grant - ______ 493,563 802,038 653,834 444600 445,054
$668,736  $003,248 §703,887 $610,319 $545,054
Staff — - 101 15 10 ) i3

1 Prior to flscal yeur 1970-71, the commission used 10 percent of federal grant for adminlstratlon n Ascal
vear 1970-71 maximum - federal grant for sdministration fixed at $75,000 and requires minimum state
mateh of $25,000, which is budgeted for 1971-72. .

TFunding of community programs for the aging is graduated over a
three-year period; 75 percent federal, 25 percent local the first year;
60 percent federal 40 percent local the second yvear; and 50 percent
federal, 50 percent local for the third year. The fourth and succeeding
years are fully funded by the loeal community.

The commission now has 55 active grants, It anticipates the approval
of at least 10 additional grants in April 1971. The reduction of staff
by 54.5 pércent as proposed in the budget raises the question of the .
capability of the five remaining positions to eope with the workload of
servicing approximately 55 grantees, In addition, the ‘‘continuation of
effort” clause in the state plan (a federal requirement) for the com-
mission is based on the state effort {appropriation) for the year ending
June 30, 1969. In that fiscal year (1968-69) the Legislature appro-
priated $120,000 for the commission’s support. Actual expenditure of
state funds in support of the commission in that year was $102,095. The
failure to maintain that level of effort may cost the state the entire
anticipated federal grant of $520,054 in the budget year.

THE ADMINISTRATION AND MANAGEMENT SERVICES PROGRAM

This program has as its objective the accomplishinent, through the
departmental program managers, the basie departmental goals,

The program provides exeeutive guidance, supervision and policy
determination for the department. It also provides all necessary an-
cillary housekeeping serviees (personnel ﬁscal data proeessing, reports
and analysis, ete.).

The Administration and Management Services Program proposes an
expenditure of $12,683 636. This is an increase of $717,785, or 6 per-
cent, over the eurrent year expendlture estimates and pr0v1des for an
additional 33 man- -years.
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Table 10

The Distribution of the Staffing and
Proposed Expenditures by Elements

Program elements Staff 1 Punding 1
Administration 101.0 . 40 $1520418 - $84,497
Financial management ... __________ 125.8 5.4 1,896,760~ 114,083
Personnel management _.. . ____________ 84.1 2.5 1.209,546 61,830
Fechnical services _____..___ . _____ 117.0 4.4 1,754,394 92,627
BDP. e 48.9 21 738,955 45,349
Reports and Analysis ____________ .. . 128.1 3.8 1,874,136 90,153

0.8

Support services

1
1
1
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1
1
1
I
1
1
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1
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1
|
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e 4]
=

3,680,164 - 220,246

|
|

Total Inciease - !
Fiscal year 1971-72 _____ .. _ [ 848.7 $12,683,363
1 Increase over eurrent year stafling and estimated expendliure levels,

The total cost of this program is charged to the other departmental
programs and is included in those programs budgeted costs.

oo
[
[(—1

$717,785

JOB DEVELOPMENT CORPORATION LAW
: EXECUTIVE BOARD

Vol. III, p. 274 Budg‘etp 212

The current year support funding requirements of this board’s pro-
grams are being met through prior vear appropriations. These appro-
priations totaled $1,150.000 from the General Fund. Chapter 1455,
Statutes of 1968, established the board and appropriated $1 million to
the State Job Development Loan Guarantee Fund. Chapter 1872, Stat-
utes of 1968, established the Small Business Assistance Program Law
as a pilot program with an appropriation of $150,000 for its support
with provision for the program’s termination in 1970. Chapter 1002,
Statutes of 1970, removed the termination provision and authorized the
program’s support from any funds appropriated to the California Job
Development Corporation Law Executive Board.

- The support expenditures for the board and the Small Business As-
sistance Program have been funded from the total appropriations as
shown in Table 9.

The board’s program has the short title “*Cal-JOBS’’ and its objee-
tive is providing a source of risk capital to persons desirous of creating
or expanding a business in an eeonomically disadvantaged area.

This objective is accomplished through establishing regional Cali-
fornia job development corporations with board approval. There are
two such nonprofit corporations in existence. These corporations make
loans to applicants after a thorough review of the potential of the
business and the servicing that may be required following the loan.
The services provided to the borrower consist of managerial and ac-
counting advice and techniques and such other services as may be nee-
essary to assist the borrower in-the successful retirement of the loan.

The corporation loans are guaranteed by the Job Development Loan
Guarantee Fund., Expenditures from this fund are controlled by the
board.
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The enabling legislation provides that the board, with Department
of Finance approval, shall alloeate funds to the corporations for their
administrative costs. It is in this regard that future costs of the pro-
gram ‘could inerease significantly, At the present time the corporations
have absorbed all such costs. These costs are stated as being $278,364 as
of June 30, 1970. Added to the average annual support expenditure of
$136,995 the annual program support cost could increase to $415.359.

‘The Small Business Assistance Program objective is to improve the
business talents of small businessmen whose firms are located in eco-
nomically disadvantaged areas, The objective is accomplished by
making available management and technical information, guidance and
advice at no cost.

The program is carried out by contractual agreement with two non-

profit eonsulting agencies.
Table 11

Total Funds Available for JOCLE Board and
Small Business Assistance Program

JDCLE Board 196869 1369-70 . 1970-71 109112 Total
Chapter 1455 funds_...  $837 $32,741 $40,108 $43,834 $117,020
Salary Increase Fund __ - 1,389 1,540 - 2,929

Small Business Assistance .

Chapter 1372 funds ___ 81251 ° 1228011 19,074 - 150,000
Chapter 1455 funds ___ - - 75,000 75,000 150,000 -
Annual support _______ $8,962 $156,931 $135,722 $118,334 : -

To JOB DEV. Loan . :
Guarantee Fund ______ - 100,000 350,000 282,980 732,980

$1,152,029

1 Expeggitures while under ¢ontrol of Superintendent of Banks, $8,125 in 1868-69, $7'1.980 of the $122,801 in
1969-70. . .

DEPARTMENT OF INDUSTRIAL RELATIONS

Item 238 from the General Fund Vol. III p. 278 Budget p. 214

Requested 1971-72 e $21,702,374

Estimated 1970-71 ___ ————t e 22,538,946

Aectual 1969-70 . __ 22,634,150

Requested decrease $836,572 (8.7 percent)

Total recommended reduetion .. ________ $91.634
o Analysis

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS pege

1. We recommend that the Human Relations Agency and the 593
Office of Management, Services make a thorough analysis of the
technical and fiscal problems associated with the operation of
the Bay Area Data Processing Serviece Center, including those
experienced by the Department of Industrial Relations and other
departments associated with the center.
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2. We recommend the addifion of two consultanis end one 594
elerk-typist to the Self-Insurer’s Program at am increused cost
of $35,909. We further recommend that the authorization of
these positions be contingent upon the establishment of a sched-
ule of fees to make the entire program self-supporfing for a .
General Fund soving of $125,989 (budget appropriation of
$90,080 plus recommended ougmentetion of $35,909).

3. We¢ recommend the addition of three safety engincers to 598
the Division of Safety’s elevators and aerial framways section
at an increased met General Fund cost of $18510. Approxi-
mately 60 percent, or $25,500, of the total cost of these positions
should be covered by inspection fees. .

4. We recommend that legislation similar to AB 1295 (1970 599
session) be adopted amending Sections 7721-22 of the Labor
Code to permit raising the ceiling on pressure vessel inspection
fees for an estimated annual General Fund saving of $80,000.

5, We recommend the retention of two special investigators 600
in the Division of Labor Law Enforcement at an increased
cost to the General Fund of $24,000.

6. We recommend that a joint eommittee of the Legislature 601
eonduet a study of the Division of Apprenticeship Standards
and its role in meeting statewide needs for training in the
skilled trades. ‘ .

7. We recommend the retention of one assistant economic 602
analyst and 2.5 clerks IT in the Division of Labor Research and
Statistics at an increased General Fund cost of $34,086. We
recommend augmentation of the division’s budget by an addi-
tional $1,850 for primting expenses, resulting in a total in-
creased cost to the General Fund of $35,956.

GENERAL PROGRAM STATEMENT
The Department of Industrial Relations was created by the Legisla- *

ture in 1927 to ‘‘foster, promote, and develop the welfare of the wage
earners of California, improve their working conditions, and advance
their opportunities for profitable employment,’’

To fulfill these broad objectives, the department provides services
through he following eight divisions: (1)- Industrial Aecidents, (2)
Industrial Safety, ,(3) Industrial Welfare, (4) Labor Law Enforce-
ment, (5) Apprenticeship Standards, (6) Labor Statistics and Re-
search, (7). Fair Employment Practices, and (8) State Compensation
Insuranee ¥Fund. In addition, the department provides a Conciliation
Service and administers the workmen’s compensation Self-Insurers
plan. With the exception of the State Compensation Insurance Fund,
which operates as a public service nonproﬁt enterprise, the department’s
programs will be discussed separately in the analysis and recommenda—
tions which follow.

The department’s proposed General Fund appropriation of $21,-
702,374 is $836,572 or 3.7 percent under estimated General Fund ex-
penditures for the current year. Federal funding estimated at $284,-
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500 produces a total budget-year expenditure program of $21, 986 974,
or 4 percent undeér estimated éxpenditures for the current year. The
lower budget level reflects a reduction of 143.1 positions from the de-
partment’s currently authorized staffing level of 1,546 positions. This
staffing change includes the transfer of the Manpower Development
Training contract and the Employment, Hours, and Earnings Statis-
tics element (together with their combined staff of 66 positions) to
the Department of Human Resources Development and, therefore, rep-
resents a net program reduction of 85.6 authorized positions.

The MDTA project, which was placed under the Department of
Human Resources Development on September 1, 1970, is financed by
the federal government. Its function is to monitor on-the-job training
projeets under the U.S. Department of Labor’s Manpower Develop-
ment Training Act (MDTA) and National Alliance of Businessmen-Job
Opportunities in the Business Section (NAB-JOBS).

During the current year, the Bmployment, Hours, and Earnings
section of the Division of Labor Research and Statistics, while remain-
ing under the administration of the Department of Industrial Rela-
tions, was transferred to federal funding. In the budget year, the .8,
Department of Labor will fund this actwlty through the California
Department of Human Resources Development,

ANALYSIS AND RECOMMENDAT[ONS
We recommend approval in the reduced amount of $21,610,740.

DIVISION OF ADMINISTRATION

The Division of Administration serves the administrative needs of
the department’s eight program divisions by providing the ancillary
services of management analysis, fisecal management, personnel and
training, duplication, data processing, and technical assistance in the
compilation of statistical reports. The office of the direetor, which lias
the responsibility for planning, coordinating and exeeuting the serv-
ices provided by the semiautonomous program divisions, is also
budgeted within the Division of Administration.

Including reimbursements, which are estimated to inecrease by ap-
proximately $110.000 in the budget year, the division proposes an ex-
penditure of $1,248,526 of which $1,127,384 will be prorated to the other
program divisions for services rendered. This proposed expenditure
represents an inerease of $63,513 or 5.3 percent above estimated cur-
rent-year expenditures of $1,196,513, and reflects a reduction of 10.1
authorized positions. The $121,142 which is not prorated to division
programs represents reimbursable services rendered to other agencies.

The division proposes a reduction of five clerical positions {four of
which are presently unfilled) as a consequence of staff reduetions in
operating programs. Conversion of the department’s data processing
operations to the Bay Area Service Center results in the proposed addi-
tional reduetion of the following positions: one keyvpunch operator,
presently vacant; one trainee, presently filled; two computer operators,
who will be transferred to Department of Publiec Health funding
on or before July 1; and 1.1 aunthorized positions of temporary help.
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Problems with Bay Area Data Processing Service Center

We recommend that the Human Relattons Agency and the Office of
Management Services make a thorough analysis of the technical and
fiscal problems associated with the operation of the Bay Area Data
Processing Service Center, including those experienced by the Depart-
ment of Industrial Relations and other departments associated with
the center.

Although functionally operating under the direction of the Division
of Labor Statistics and Research, the department’s EDP element is
for budgetary purposes considered part of the Division of Adminis-
tration. Data processing costs are charged against division programs
according to services provided. During the current year, the following
organizational and fiseal difficulties have arisen within this element.

. The Department of Industrial- Relations is one of the few units of
state government to embrace the conecept of receiving service from a
consolidated data processing facility. The department has been a
customer and an active participant in the development of the Bay
Area Data Processing Service Center (BADPSC). During the current
year, the department has completed reprogramming the majority of
its IBM computer applications for processing at the BADPSC located
at the Department of Public Health in Berkeley. The proposed elee-
tronic data processing (EDP) budget for fiseal year 1971-72 reflects
a decrease of $21.198 or 6.4 percent under estimafed costs for this
figeal year. This decrease is indicative of a reduced level of service,
however, and does not refleet the anticipated savings which should
occur as a result of the consolidation. The departmment expects to com-
plete the conversion soon and release its IBM computer and related
equipment on February 1, 1971, The preeise number of operating per-
sonnel to be transferred to the serviee center is still under negotiation,
but appreximately two positions are expected to be affected. .

The eonversion, although on schedule, has been plagued with tech-
nieal and personnel problems which are normally associated with this
type of activity. However. becaunse this is one of the first departments '
to operite from a terminal in a remote job entry (RJE) environment,
the conversion problems have been unusually severe.

EDP Cost Increases

The most significant problem arising from the department’s con-
version to the Bay Area Data Processing facility has been the diffi-
culty of budgeting for BDP service. Before the development of the
Bay Area Data Processing Service Center, feasibility studies indi-
cated that the department would realize a monthly saving of $1,741 as
a result of consolidation. To date, this saving has not been realized,
Between July 1969 and July 1970 the hourly rate for processing serv-
ices has increased by 45.5 percent, from $65.01 per hour to $94.63 per
hour. This increase was made with little or no advance notice to the
department, and the department has been asked to make additional
payments based on the new rates for months preceding the invoiece. ™
Orderly planning for data processing serviees under thege circumstances
is impossible. The Department of Industrial Relations has expressed
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dissatisfaction about these eost adjustments to the BADPSC, the Ofﬁce
of Management Services and, until its expiration on January 1,-1971,
the State Electronic Data Proeessmg Policy Committee. The Depart-
ment of Health Care Services, whiech also obtains services from
BADPSC, has similarly complained of increased rates.

To date, a full analysis of the facts and conditions surrounding the
complaints has not been made. In our judgment, such an analysis is
required for at least three important reasons: (1) the nature of the
immediate fiscal problem in the departments and the BADPSC should
be documented and .solved; (2) operational aspects of the remote job
entry (RJE) environment should be studied and cost/benefit measires
applied as they relate to departments and service centers in state gov-
ernment; and (3) the establishment of the Bay Area Data Processing
Service Center and the experiences of the Department of Industrial
Relations should be analyzed as a mierocosm of the state EDP environ-
ment as a whole, Such a review would provide valuable insights on
problems fo avoid in implementing other EDP consolidations required
by the Long-Range Master Plan for the Utilization of Eleetronic Data
Processing. .

Regulation of Workmen’s Gompensation Self-lnsurance Plans

We recommend the addition of 2 consultants and one clerk-typist to
this program at an increased cost of $35,909. We further recommend
that the authorization of these positions be conlingent upon the estab-
lishment of @ schedule of fees to make the entire program self-support-
ing for a General Fund saving of $125,989 (budget appropriation of
. $90,080; plus augmentation of $85,909). _

Seetlon 8700 of the Labor Code provides that the Director of Indus-
trial Relations may issue certificates to self-insure to those enterprises
demonstrating financial capability to fully compensate their workers
for industrial injuries. The unit handling this function is presently
composed of a staff of one manager, one consultant and one steno-
grapher based in San Francisco, and one consultant without clerical
help in Los Angeles. The staff processes new applications for self-in-
surance certificates, maintains security deposits, administers examina-
tions, provides consultative services to plan managers, and reviews
clalms payments for promptness and adeguaey.

The proposed budget is $90,080, which represents an inerease of
$7.487 or 9 percent over estlmated current-year expenditures of
$82,593.

- Growth in the Number of Self-Imsurers. During the five-year pe-
riod 1964-65 to 1968-69, the average annual number of new applica-
tions to self-insure was 39. During fiscal year 1969-70 that figure rose
to 57, and in the eurrent year it is expected to increase to 100, By De-
cember 30, 1970, 6% new applications had already been received. Be-
cause of the economic benefits to self-insurers and the aetive promotion
of thig plan by commereial adjusting agencies, the division expects this
trend to continue and even to accelerate,
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Table 1 indieates that the sharp rise in new applications has required
division staff to concentrate on the issuing of new certificates and on
maintaining files and records, and to deemphasme auditing and regula-
tory activity.

Table 1
Selected Self-Insurer Data -
’ . 1968-70 1970-71 1971-72 (est.)
New applications _________ 57 100 100
Total self-insurers _...____ 382 417 476
Locations audited _____.o__ 75 15 ' 15
Cases reviewed _oo—eeee 7,843 2,000 2,000

Budget reduetions in 1970-71 caused the elimination of five author-
ized positions. This loss of staff resulted in 20- to 40-percent reductions
in instruction and consultation activities, an 80-percent drop in loca-
tions audited and 73 percent fewer cases reviewed, In addition, a pe-
riodie spot-check procedure was substituted for a planned three-year
audit eycle. In contrast to the five man-years devoted to auditing in
1969-70, the budget proposes 1.5 for 1971-72.

A review of 2,317 indemnity cases tn 1969-70 revealed that 19 out
of every 100 workers did not receive full indemnity for industrial
injuries. Due to the inereased workload caused by the rise in new ap-
plications, only 500 indemnity cases will be reviewed in the current
year. A further reduction in auditing activities due to staff restrictions
during 1971-72 can only increase the number of individuals adversely
affected by undiscovered benefit errors,

We therefore recommend the addition of two consultants and one
clerk-typist to the division staff in order that it might better fulfill its
regulatory responsibilities. )

Fee Proposel, The self-insurance option offers the substantial eco-
nomic advantage of exemption from insurance premiums to those or-
ganizations that are able to establish their eapability to eompensate for
employee injuries or deaths. The State 6f California subsidizes the
self-insurer privilege in two ways: (1) It contributes approximately -
$82,000 (1970-71) to $148,000 (1969-70) of General Fund moneys an-
nually for the administration of the plan; and (2) it forgees revenue
from the 2.35-percent tax on insurance premiums that would otherwise
be collected if these firms were purchasing coverage from a commercial
carrier.

In effect, the state is submdlzmo- the competitive advantage of a select
ndmber of firms out of the resources of the General Fund; and, as we
have previously noted, there is every indication that demands upon the
General Fund will increase as the number of self-insurers grows. We
therefore recommend that a schedule of certification fees be established
that would cover the cost to the stete of administration and regulation
of the self-insurers’ program.
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INVESTIGATION, MEDIATION, AND ARBITRATION PROGRAM
(Division of Coneciliation) ‘

The Labor Code specifies that the department shall (1) investigate
and mediate labor disputes on the request of any bona fide party in-
volved in the dispute, (2) proffer mediation services to both parties
when there is a threat of work stoppage and neither party requests
intervention, (3) endeavor to promote sound union-employer relation-
ships in the interest of preventing labor disputes, and (4) arrange for
the selection of hoards of arbitration on terms agreeable to all con-
cerned parties, ~

In addition, the department has statutory responsibility for settling
labor relations disputes or grievances relating to the nine transit dis-
fricts or authorities (viz., the San Franciseco Bay Area Rapid Transit
District) now authorized by state law. ' '

The proposed expenditure for this program is $309,748, which repre:
sents a decrease of $124,124 or 28 percent from estimated current-year
expenditures of $433,872. This decrease reflects a reduction of seven
authorized positions from the division’s present staff: four conciliators,
one administrative assistant, and two stenographers. Of these, the posi-
tions of administrative assistant and three conciliators are presently
unfilled. ! -

Budget-year workload data supplied in the budget document sug-
gest that the proposed reduced staff will be able to participate in a
greater number of disputes, mediation cases, arbitrations and eleetions
than did the presently authorized staff in the eurrent year. Our in-
quiries to the division, however, reveal no major -policy or proeedural
changes that will enable the conciliators to realize this inereased pro-
ductivity. To handle the anticipated increase in workload during what
is generally expected to be a year of heavy collective bargaining ae-
tivity, it appears that the division will be forced to adopt some system
of ;priorities by which to adapt reduced staff resources to increasing
workload requirements. : )

We would note that private coneiliation and arbitration services
are available for a fee to labor and management groups so requesting
them. The state’s coneiliation service is offered free of charge.

PREVENTING, SETTLING, ADJUDICATING, AND ADMINISTERING
DISPUTES UNDER WORKMEN'S COMPENSATION LAWS
(Division of Industrial Accidents)

The Workmen’s Compensation Appeals Board and the referee teams
in the Division of Industrial Accidents are responsible for the adjudi-
cation of workmen’s compensation claims. The appeals board is com-
posed of seven persons appointed by the Governor, who also desig:
nates the chairman of the board. The division’s staff, under the super-
vision of an administrative director who is also appointed by the Gov-
ernor, provides supportive services to the. board.

The objective of the program is to insure the prompt payment of
workmen s compensation benefits to workers who suffer industrial in-
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Jjury in the course of their emiployment. These benefits include medica}
expenses, rehabilitation costs, legal fees, awards for loss of earnings
not to exceed $87.50 per week and death beneﬁts

The division proposes an expendlture of $9,405,085 which is an in-
erease of $198,621 or 2 percent over estimated. current-year expendl-
tures of $9, 206 464, Thé inereased alloeation repre‘;ents no inerease in
staff and anticipates maintaining or slightly 1mprovmg the eurrent
level of service during the budget year. ‘

New filings with the division have increased at an average annual
rate of 7.5 percent over a 10-year period. Sinee fiscal year 1969-70,
there has been no increase in the number of referee feams handlmg thls
workload.

The division states that during the past ﬁve years, staﬂf productivity
has increased by 11 percent; and, until 1969-70, total case dispositions
more than kept pace with total annual filings. In that fiscal year, how-
ever, filings exceeded dispositions by 1,000 cases. During the eurrent
vear, the disecrepancy is expected to increase to 10,500; and in the
budget year, division estimates suggest that filings will exceed disposi-
tions by approximately 15,000 cases. These figures are not by them-
selves adequate measures of worklead and production because the ap-
peals procedure is often interrupied by petitions from claimants for
independent medical examinations and additional time to prepare ar-
guments. The statistics do suggest, however, that unless new pro-
cedures are devised to expedite the handling of disputes, an unmanage-
able -backlog may begin to develop.

The division states that it has reduced the time span between filing and
decision on uninterrupted cases from 1.8 months in the third quarter of
1969 to 1.6 months in the same quarter of 1970. It attributes this pri-
marily to (1) the implementation of pretrial procedures that eliminate
all but contested issues from hearings; (2) the institution of a con-
ference calendar that settles some cases before they reach the formal
hearing stage; and (3) the initiation of a ‘‘notice of claim’’ proeedure
that encourages applicants’ attorneys to deal direetly with insurance
companies in resolving disputes, with the appeals board acting only
to approve settlements and fix attorneys’ fees. For claims which must
go to hearing, however, there is 2 waiting period of up to three months
in some locales. Should this waiting period lengthen, the division may
find itself in confliet with the constitutional mandate to handle work-
men’s compensation claims ‘‘expeditiously.’’

PREVENTION OF INDUSTRIAL INJURIES AND DEATHS
{Division of Industrial Safety)

1. We recommend the addition of three safely enginsers to the divi-
ston’s elevators and aerial tramways section at an increased nel General
Fund cost of $18,510. Approzimately 60 percent or $25,500 of the total
cost of these positions should be covered by inspection fees

2. We recommend that legislation similar to AB 1295 (1970 session).
be adopted amending Sections 772132 of the Labor Code to permaf
raising the ceiling on pressure vessel inspection fees for an estimated
annual General Fund sqving of $80,000,
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The Labor Code provides thatthe Division of Industrial Safety ‘“has

the power, jurisdiction, and supervision over every employment and
place of employment in this state, which is necessary adequately to
enforce and administer all laws and lawful orders requiring such
employment and place of employment to be safe, and requiring the
protection of the life and safety of every employee in such employment
or place of employment.”” Specifically excluded from. the jurisdiction
of the division are maritime workers, household domestics, federal
employees and operating employees of interstate railroads.
. The division provides services through seven program elements:
construction, eleetrieal, elevator, radiation, fumes and gases, industrial,
pressure vessels, and educational activities, The budget proposes an
expenditure of $4,922,098 for this program, which is an increase of
$62,298 or 1 percent over the.current-year estimated expenditure of
$4,869,800. Reimbursements of $41,290 for services rendered in radia-
tion inspeetions for the Department of Public Health bring total
budget-year expenditures to $4,963,388. | '

Inspection Efficiency : :

In an attempt to improve its operating efficieney in the budget year,
the division proposes two modifications in its inspection activities. First,
it plans to develop an ‘‘inspection-value index’’ which establishes
inspection priorities for places of employment based on such eriteria
as insurance rate, number of employees, date of last inspection, and
record of violations. The establishments which are placed higher on
the inspection lists will receive more attention.

Second, the division propeses to reduce the number of return visits
required to insure compliance with safety orders and thus free more
time for inspections -of other places of employment. Under present
procedures, if the division finds an employer in violation of a safety
order, a citation is written and a time speecified for eorrection of the
violation, In some cases, the division’s inspeetors must return four or -
five times to assure compliance with the safety order. The division is
now substituting a letter for the eompliance visit in a limited number of
cages. The letter asks if the violation has been corrected and direets
the employer to reply. These replies are then spot checked to verify
compliance. The first four months of experience under this procedure
indicate that the replies are reliable almost without exeeption, and
revisits have been redueed by 25 percent. . :

New Safety Engineers Needed _
‘While the law assigns job safety enforcement responsibilities to this
division in a general manner, it mandates specific licensing duties and

Jinspeection eycles for elevators, aerial tramways and pressure vessels.

The law requires that the division provide for the inspection and
licensing of all elevators in the state annually. Despite inereasing staff
productivity, the division estimates that it will be unable to fulfill this
responsibility in the budget year. Current-year estimates indicate that
more than 2,000 units did not receive renewal inspections during the
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current annual eycle. If additional staff is not provided in the budget
year, that figure is expeeted to inerease to more than 3,000, According
to the workload estimate of 870 inspections per man-year, at least three
additional engineers are required to prevent this backlog from increas-
ing. The addition of three safety engineers which we are recommending
would cost $44,010 annually for salaries and operating expenses, but
approximately $25,500 or 60 percent of this cost would be covered by
ingpection fees. Thus, we recommend a net inerease of $18,510 for the
three positions.

Pressure Vessel Inspection Fees Should Be Increased

The Labor Code specifies that all high-pressure boilers be inspected
annually, and that air and liquefied petroleum gas tanks be inspected
at least every five years. At present, fees recovered from this activity
barely cover the salaries of the engineers involved, and do not provide
for any of the operating costs of the inspection function which now
total approximately $80,000 annually, The division estimates that a
statutory change permitting it to raise the hourly rate upon which it
caleulates inspection fees from $8 to $14 (the rate now used in the ele-
vator section) would provide fuller reimbursement of this activity and
reduce General Fund eosls by approximately $80,000.

Recent Federal Legislation

Public Law 91-596, the Occupational Safety and Health Aet, passed
by Congress during the latter part of 1970, provides for grants-in-aid
to states which adapt their safety programs to ‘‘national consensus
standards.”” Tt is anticipated that California may qualify for funds
under this legislation, but,the funding and qualification provisions of

‘the aet will need administrative clarification before it is possible to

forecast the impact of the law on this division’s programs or budget.

PROMULGATION AND ENFORCEMENT OF LABOR STANDARDS
FOR WOMEN AND MINORS AND
ENFORCEMENT OF EQUAL PAY LAW FOR WOMEN AND MEN

(Division of Industrial Welfare) = ’

The Division of Industrial Welfare enforces wage orders promulgated
by the Industrial Welfare Commission and other state laws relating to
the wages, hours, and conditions of employment for men, women, and
minors. A series of 15 such wage orders covering 15 various industries
or businesses has been promulgated by the commission. The orders are
adopted by the commission in acecordance with the Administrative Pro-
cedures Aet and, therefore, have the effect of law.

The division proposes an expenditure of $1,235,241 which represents
a decrease of $158,091 or 11 percent from current-year estimated ex-
penditures of $1,398,332. The decrease reflects a proposed reduction of
10 authorized positions (6.5 professional and 3.5 clerical). Of these,
eight are expeected to be vacant by the beginning of the budget year.

As a result of these staff reduetions, the division estimates that in
the budget year it will complete approximately 2,300 fewer investiga-
tions and issue 40 fewer permits and licenses than in the eurrent year.

599




Industrial Relations Item 238

‘Department of Industrial Relations—Continued

Hgvyever, a large portion of the division’s workload involves agent-
imt.lated supplementary investigations growing out of a single com-
plaint, so that the ‘‘incoming caseload’’ includes a factor that may be
controlled by agent diseretion and is not determined totally by exter-
nal demands. The proposed staff reduections, while generally restricting
the volume of the division’s regulatory aetivities, should not seriously
inhibit its ability to respond to complaints.

As we have noted in past years. the efficiency of the department’s
investigation and regulatory personnel could be improved through con-
solidation of the Divisions of Industrial Welfare and Labor Yaw En-
foreement. ' ’

ENFORCEMENT OF LAWS RELATING TO WAGE PAYMENTS,
CONDITIONS OF EMPLOYMENT, LICENSING AND
ADJUDICATION
(Division of Labor Law Enforcement)

We recommend the retention of two special investigators in the labor

llsa,w enforcement element at an increased cost to the (eneral Fund of
24,000,

The enforcement of all labor laws, ineluding child labor laws, not
specifically delegated to any other agency, is the responsibility of the
Division of Labor Law Enforecement. There is a substantial degree of
gimilarity and overlap between the functions of this division and those
of the Division of Industrial Welfare. The laws enforced by the Divi-
sion of Labor Law Enforcement cover such areas as payment of wages,
collections of unpaid wages, and the liecensing and registering of art-
ists’ managers and farm labor contraetors. _

The division proposes an expenditure of $2,816,681, which represents
a decrease of $181,669 or 6 percent under estimated eurrent-year ex-
penditures of $2,998,350. The decrease reflects the reduction of 13 au-
thorized positions consisting of one attorney, five deputy labor commis-
sioners,- four special investigators, and three clerical staff. Of these
positions, six are presently unfilled.

The bulk of the division’s workload is in the area of determination
of wage claims. This element shows no reduetion in staff or fiseal allo-
cation for 1971-72. We note, however, that the June 30, 1970 *‘pend-
ing’’ caseload of 29,511 will be inecreased by 9,776 undisposed com-
plaints by June of the current year, and by an additional .10,000
complaints at the end of the budget year, A large pending file is con-
sidered normal *‘working inventory’’ in this division, and for the most
part represents eases in the process of collection. Should the projected
caseload for 1971-72 prove to be underestimated, however, a backlog of
unprocessed claims may begin to develop, resulting-in a deereased level
of service.

An addition to the Labor Code (Section 1684e) during the current
year increased the division’s responsibilities in licensing and adjudica-
tion. The law states that the Labor Commissioner may administer oral
or ‘written examinations to farm labor contractors as a condition of
their licensing. The anticipated increase in workload generated by the |
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new legislation has, however been offset by the transfer of responsi-

bility for licensing of nurses’ reglbtrles to the Department of Consumer
Affairs.

The area of division responsibility that will be most affected by the

proposed staff reductions is that element which enforces a broad spee-

trum of laws relating t6.child labor, activities of farm labor contractors,
workmen’s compensation insurance, public works laws, and other regu-
lations pertaining to conditions of employment The budget proposes a
reduction of 12 man-years from this element. The division states that
it will be able to deal with most complaints and respond to requests for
theatrieal permits, but inspection activities will be eurtailed. Estimates
indicate that in 1971-72 the division will perform 7,156 fewer inspee-
tions than in the current year.

This restriction of staff-initiated inspections does not appear critical -

except insofar as it relates to the regulation of farm labor contractors.
The division has a special responsibility to regulaie the contractors that
it has licensed, and therefore plans to focus all inspection activities
in this sector. If, however, complaints received remain at current-year
levels rather than declining as predicted by the budget proposal, the
reduced staff may be unable to exercise the inspeetion funection -ade-
quately if at all. We therefore recommend that two special investigators
be retained in this section to assure the enforcement of regulations
relating to farm labor contractors.

As we have stated previcusly, the department’s field personnel eould
be more effectively utilized if the Divisions of Industrial Welfare and
Labor Law Enforcement were consolidated.

PROMOTION, DEVELOPMENT AND ADMINISTRATION OF
APPRENTICESHIP AND OTHER ON-THE-JOB TRAINING
(Division of Apprenticeship Standards)

We recommend that ¢ joint committee of the Legislature conduct a
study of the Division of Apprenticeship Standards and 1ts role in
meeting stelewide needs for {raining in the skilled frades.

‘The Division of Apprenticeship Standards has the responsibility un-
der law to promote and foster apprenticeship programs and other
‘‘on-the-job’’ training opportunities for apprentices and journeymen,
The division also attempts to promote equal opportunity practices in
apprenticeship seleetion procedures and is initiating a program to co-
operate with other state agenecies in training inmates of eorrectional
institutions and placing them in jobs when they are released on parole.

The budget proposes a General Fund expenditure of $1,635,444 for
this program, which is $453,492 or 21 percent under estimated expendi-
tures of $2,088,936 in the current year. Federal funds in the amount
of $284 500, representing reimbursement for monitoring apprenticeship
and other on-the-job training programs for veterans under a contract
with the federal Veterans’ Administration, bring total program ex-
penditures for the budget year to $1,919, 944

The redueed budget level reflects the followmg changes in authorized
positions for 1971-72: (1) the continuation of 6.5 federally funded
positions added administratively to the Veterans’ Training Program
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during the current year, (2) the elimination of 31 authorized positions
in the federally funded manpower development training monitoring
function which was transferred to the Department of Human Resources
Development on September 1, 1970, and (3) a reduction of 81 author-
ized positions (12 consultants, three administrative and 16 clerical)
from current division programs financed by the General Fund. Four of
these positions are presently unfilled. ‘

The budget proposal augments staff and fiscal allocations in the
Equal Opportunity element by $36,259 (four man-years), and in. the
Correctional Inmates element by $31,058 (two man-years) to fulfill
enlarged responsibilities in these fields. The budget proposes reductions
of $515,922 (85.8 man-years) in the Administration of Apprenticeship
Standards element. The staff reductions in the latter will restrict par-
ticipation of the DAS in this area, but there is no conclusive evidence
to indicate that the availability of training opportunities or the nature
of apprenticeship practices will be adversely affected thereby.

The reduction in personnel reflects a move away from a traditional
workload/staffing formula by which additional positions were author-
ized to the division according to the annual inerease in the number of
registered apprentices and trainees in the state. Consistent with past
- recommendations of this office, we can see no justification for returning
fo a formula that caleulates workload solely on the volume of appren-
ticeship programs without reference to specifie input factors and their
-relation to program objectives. The program objectives of this agency
may be better served by broadening its role to inelude other methods
of developing job skills in which entry is less restricted. We restate
the recommendation of the Conference Committee on the 1970 Budget
Bill: ““That a joint ecommittee of the Legislature conduct a study of
the Division of Apprenticeship Standards and its role in meeting state-
wide apprenticeship needs.”’

COLLECTION, COMPILATION, ANALYSIS AND DISSEMINATION OF
CALIFORNIA LABOR STATISTICS
(Division of Labor Research and Statistics)

We recommend the retention of one assistant cconomic gnalyst end
2.5 clerks IT at an increased General Fund cost of $34,086, We recom-
mend augmentation of the division’s budget by en edditional §1,850 for
printing expenses, resulting in a total increased cost to the General
Pund of $35,936.

The Division of Labor Statistics and Research is required by statute
““to eollect, compile, and present facts and statisties relating to the con-
dition of labor in the state.”” Pursuant to this general directive, the
division compiles statisties on (1} employment and payroll levels, (2)
work injuries, (3) provisions of collective bargaining agreements, (4)
work stoppage, (5) union membership, and (6) negotiated work set-
tlements. The division also provides statistical services to the other de-
partmental divisions.

-The division proposes an expenditure of $313,015 which represents a
decrease of $189,906 or 37 percent from estimated expenditures of
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$502,921 for the current year. Reimbursements of $15,000 from serv-
ices rendered to the Departments of Public Health and Rehahilitation
bring total program expenditures for the budget year to "5328 015.

The reduced budget level reflects the following changes in authorlzed
staffing for 1971-72;

(1) The transfer of.35 -positions in the Bmployment, Hours, and
Barnings Statistics element to full federal funding under the direction
of the Department of Human Resources Development; and

{2) The reduection of 8.5 positions (3 professional and 5.5 clerical)
from continuing programs. Two of these positions, both clerieal, are .
presently vacant.

Federa! Funding of Employment, Hours and Earnings Statistics Element

In the past, the Employment, Hours and Earnings Statistics element
was funded primarily by the State of California with some additional
" support, amounting to approximately 15 percent of the total eost, from
federal sources. During the budgét process for fiseal year 1970-71,
negotiations were under way to transfer this element to full federal
funding, but at the time the Budget Act was approved, the exact
amount of the federal commitment had not been established. Aectual
federal funding during the current year has amounted to $445522,
plus franking privileges and the services of three federal employees. In
the budget year, the federal government will assume the full cost of
this element, which will in the future be administered by the Depart-
ment of Human Resources Development

More State Support Needed

Due to budget restrictions in other program elements for the current
fiseal year, the division lags one quarter behind in tabulating work in-
jury statisties, and is presently six months behind publication schedule
for the 1969 annual, Work Injuries in California. The division esti-
mates that the proposed additional staff reductions would ha.ve the fol-
lowing effects on. continuing activities:

Work Injury Statistics

1. The quarterly Work Injurics in C’ahforma, would be pubhshed no
more than twice a year.

2. The distribution of special reports would be eut by more than half,

3. The division would respond to 600 fewer requests.

4. The present three-month backlog in data tabulation would be in-
creased by the failure to process 54,000 reports of lost-time injuries
and 80,000 doctors’ reports relating to problems in industrial hygiene,

Industrial Relations Research

1. A backlog may develop in the compilation of data on collectively
bargained wage increases, adversely affecting agencies that depend
upon the division for determination of prevailling wage rates in the
awarding of public works contracts;

2. The annual report, Wage Seftlements tn Celifornia, would de
limited to data on settlements involving 100 workers or more;

3. The program for collection of work stoppage statisties would be
discontinued ;
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4. The annual publication, Union Labor in California, would be
eliminated, with the possible result that incentive for unions to file
wage agreements and membership counts with the division would be
removed ; . ‘

5. The division would respond to 700 fewer requests for information,

The Division of Labor Statistics is the official state depository for
employers’ reports of injuries and is the only source of comprehensive
work-injury data in California. The data compiled by the division as-
sists the Division of Safety and the Departments of Public Health and
Rehabilitation in establishing inspection priorities, and alerts them
to the development, of special problem areas. The division’s full range
of publication activities has not been essential in the support of indus-
trial safety programs and could be reduced. It seems unreasonable,
however, to maintain the work injuries project without providing suffi-
eient staffing to keep safety data current. The retention of two clerks
IT in this element would enable the division to eliminate the present
backlog in data tabulation and maintain up-to-date information on in-
dustrial injuries. - ‘

The division states that it has on file approximately 90 percent of the
California collective bargaining agreements covering 50 workers or
more. This file serves as a primary souree for the determination of
prevailing wage rates on public eontraets, and provides current data on
wages, hours and benefits to all individuals engaged in collective bar-
gaining, A similar file maintained by the federal government in Wash-
ington is much more limited in scope and availability.

The division estimates that the retention of one assistant economie
analyst, a part-time elerk and $1,850 for printing costs would enable
it to: (1) maintain the bargaining agreements file together with the
ancillary union membership survey and publication, (2) publish a
more limited version of Wage Settlements in California, and (3) con-
tinue on a limited basis the collection of work stoppage data.

Recent Federal Legislation .

The recent federal Occupational Safety and Health Act, discussed
in the analysis of the Division of Industrial Safety, makes federal
grants available for the development of ‘‘programs dealing with occu-
pational safety and health statisties.”” The California Division of
Labor Research and Statistics may qualify for funds under this legis-
lation but, as we have previously indicated, the funding and qualifica-
tion provisions of the act will need administrative elarification before
it is possible to forecast the impact of the law on this division’s pro-
grams or budget.

PREVENTION AND ELIMINATION OF DISCRIMINATION IN
EMPLOYMENT AND HOUSING
(Division of Fair Employment Practices)

The Division of Fair Employment Practices, under the direction of
the Fair Employment Practice Commission, is responsible for the ad-
ministration and execution of (1) the provisions of the Fair Employ-
ment Practice Act (Labor Code Sections 1410-1433) irelating to the
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rights of individuals in employment, and (2) that portion of the Health
and Safety Code (Sections 35700-35745) relating to equal opportuni-
ties in housing. The direetor of the division, who serves as the exeeu-
tive officer of the commission, and the seven members of the commls-
sion are appointed by the Grovernor

The division proposes an expenditure of $974,982 which is an increase
of $12,304 or 1.2 percent over estimated expenditures of $962,678 for
the current year.

The division antlelpates a 37-percent increase in employment dis-

" erimination cases filed during the budget year, but expects consultant

productivity to increase by 18 percent over the same period. If in-
coming filings inerease more sharply, the division may deemphasize
other activities in order to meet the statutory responsibility of investi.
gation of complaints.

' Department of Mental Hygiene

SUMMARY
Proposed total program expenditures 1971-72 (all funds) . ______ $346,902,763
Estimated total program expenditures 1870-71 (all funds) __________ $344,829,658
Increase (0.6 percent)_. : 2,078,105

GENERAL PROGRAM STATEMENT

Proposed total expenditures for all programs donducted by the De-
partment of Mental Hygiene are $346,902,763, to be financed by Gen-
eral Fund appropriations, federal grants, and reimbursements. Table 1
summarizes these proposed expenditures by activity and source of
funds. The table indicates that the support of mental hygiene activities,
will inerease by $2.1 million in the next fiscal year. -

The department administers the following programs:

1. Prevention of mental illness and mental retardation.

2. Diagnosis of mental illness and mental retardation.

3. Care and treatment of persons suffering from mental jllness and
mental retardation.

4. Research into the causes underlying mental illness and mental
retardation.

5. Training to assure sufficient manpower to implement the depart-
ment programs.

6. Assistance to communities providing loeal psychiatrie (Short.
Doyle) services in 58 county programs.

These programs will be implemented by state and county facilities,
for the mentally ill including eight state hospitals, 58 community
Short-Doyle programs, four state hospitals for the mentally retarded,
two neuropsychiatric institutes, and departmental administration,
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“Table 1
Summary of Activities, 1971-72, and Change from 1970-71
Difference

. Budget Bill General Federal Reimbursemenits 19%1-12  Percent
Aetivity : item ~ Pund funds und adjustmenis Tolal 10 1970-71 change

Programs for the Mentally Tl :
{1) State program $16,510,315 $201,716 $16,712,031 $—400,990 —2.3%

{2) Short-Doyle Local Assistance

(a) Programs conducted locally_..... .. 96,140,6841 23,611,800 119,752,484 --9,589,570 +87%
(b} Services provided in state hospitals_____ 90,797,643 619,662 91 417,305 —2,193475 239
Total Short-Doyle $186,938,327 £24 231,462  $211,169.789 $+ 7,396,005 +3.6%
Programs for the Mentally Retarded.. o ___ 83,983,873 o 208,194 84,193,0_67 —1,535,228 —1.89%
Neuropsychiatrie Institutes 13,530,757 13,530,757 +22,798 +0.29%
Departmental Administration 6,603,700 . 2,124733 8,728,433 —256,860 —2.9%
Research and Training . 4,704,393 $440,000 5,144,393 —3,656,062 —41.5%
Special Project Activities : 7,424,293 7,424,208 +503,352 +7.3%
Total : $312,271,365 $440,000  $84,191,308  §$346,902,763 $+2,073,100 +6.0%

1This figure includes $13,898,258 in fiscal year adjustments, which would normally be included-1n the appropriation item. Ses page 422 of the Analysls,
included in the reimbursemient c¢olumn, however it 1= intluded here because it is .
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Department of Mentul Hygiene
DEPARTMENTAL ADMINISTRATION

Ttem 239 from the General Fund Vol III p. 330 Budget p. 225

Requested 1971-72 A i $6,603,700

Estimated 1970-71 \ 6,010,929

Actoal 1969-70 . ___.__ 6,830,552

Requested decrease $307,229 (4.4 percent)

Total recommended reduction ... None
. . Analysis

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. We recommend that the Department of Mental Hygiene 609
submit to the Joint Legislative Budget Committee by August 1,
1971, a thorough analysis of the utilization and effectiveness o:E
the monthly hospital eost reports.

GENERAL PROGRAM STATEMENT

Departmental administration formulates and administers poliey for
the Department of Mental Hygiene, It is eharged with the responsi-
bility of coordinating, supervising and evaluating state and local pro-
grams consistent with a high level of medical and business practice.
The departmental administration also functions as a contract provider
of services, for both community mental health programs and for the
mental retardation program through its state hospital programs. The
units of the administration ean be grouped as follows:

1. Executive-—this unit includes the Office of the Director, Public
Information, and various advisory boards and committees.

2, Medical Programs-—included in this unit are the Office of Program
Review, Division of Research and Training, Division of Mental Hos-
pital Programs, Division of Retardation Hospital Programs, and Divi-
sion of Local Programs. )

3. Administrative Management—this group includes bureaus and '
units for accounting, budget planning and analysis, facility planning,
program audits, data processing, legal serviees, guardianship and man-
agement systems.

ANALYSIS AND RECOMMENDATIONS
. The 1971-72 budget proposes $10,523,932 from all sources for depart-
mental administration, This is a decrease of $352,092, or 3.2 percent,
below estimated expenditures during the current year. Included within
this support total is a General Fund request of $6,603,700 and $3,920,232
in reimbursements, The central administrative element represents 3
percent of the proposed total program expendltures of $346,902,763 for
the Department of Mental Hygiene.
The General Fund request of $6,603,700 is a decrease of $307,229, or
4.4 percent, from that estimated to be expended during the current year.
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Dapartmental Administration—Continued

Reduetions in the departmental administration budget are largely
due to the abolition of 27.5 positions and the addition of 12 positions
for a net reduction of 15.5 positions.

Bureau of Program Audits

We recommend approvel,

The budget proposes the addition of 12 new positions to the Bureau
of Program Audits, Included within the request are two staff manage-
ment auditors, eight associate management auditors, and two clerical.
This addition will bring the total staff to 18 positions. The Bureau of
Program Audits performs a systematic review of the program costs and
expenditures of the individual counties by the use of detailed audits in
the field. Post andit reconeciliations are made with the Division of Local
Programs, and often result in fiscal savings to the state and changes
within the county program. This fiscal review function of the Bureau
of Program Audits provides the state with a necessary degree of fiseal
control over a program which is 90 percent state-financed but admin-
istered by the counties.

Position Reductions

We recommend approval.

The budget proposes the elimination of 27.5 positions in departmental
administration. Most of the reduections will be made in moderately large
bureaus and offices and should have a minimal effect on their output.
However, two offices will be greatly affected by the position reductions,
The Office of Planning will be abolished and its funetions transferred
to the Office of Comprehensive Health Planning in the Department of
Public Health, A significant reduction is proposed in the Office of Pro-
gram Review where 6 of the 12 positions will be eliminated. The Office
of Program Review is designated to determine if the state is obtaining
optimum results from operational programs. However, it has become
inereasingly apparent that the review of programs is much more effec-
tive when combined with an audit funetion. Therefore the department
proposes a decrease in the Office of Program Review and an inerease in
Program Audits,

Program Budget

This year the Department of Mental Hygiene again submitted its
program budget based upen the two major programs conducted by the
department, (1) programs for the mentally ill and (2) programs for
the mentally retarded. The section on programs for the mentally re-
tarded was integrated with the statewide mental retardation program
presented for the first time this year. Descriptior of both programs was
included with relevant total program expendlture totals and some
population data.

The department has prepared a program budget for the 1971-72
fiscal year that is an improvement over last year’s. However, consider-
able difficulty is encountered in relating the deseription of programs
with the six budget items which support the programs from the General
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Fund. Although the objective of a program budget should be to de-
geribe program and expenditures, ineluding the relation of one to the
other, we were unable to make that relatlonshlp without clarifieation
from the department fiseal personnel, ' '

STATE HOSPITAL COST REPORTING SYSTEM

We recommend that the Department of Mental H@;gwm submat to
the Joini Legislative Budget Committee by August 1, 1971, a therough

analysis of the utilization and effectiveness of the monthly stpmtal cost
reports. ‘

Background of the System

In our 1970 Analysis of the Budget Bill, we discussed the develop-
ment of the state hospital cost reporting svstem to meet 1966 federal
legislation which required a more aecurate determina.t_ion of the actual
cost of care provided Medicare recipients.

Development of the new cost reporting system began in May 1967.
The problem was approached from a cost-center coneept which records
costs for specific types of care on specific wards. The cost reporting
system began operation on a current basis in the spring of 1969, but
required several additional months of debugging. Aceurate, current
operation started in the Spring of 1970.

Management Reports

Although the hospital cost Teporting system was prmclpally demgned
to meet the requirements of the federal Medicare legislation, there were
some informational benefits to the department. From the data used in
the Medicare calenlation, reports were produced which showed the
costs on the various wards and cost centers of the state hospitals. Sum-
maries were also produced which showed costs for hospitals by cost
center, and for cost centers by hospital. These reports are sent monthly
to all the hospitals ineluding lower wiits of the hospital organization,
and to various headquarters offices. After analyzing the reports these
‘various units are to make management decisions about the efficiency
and effectiveness of their operations, and to eorrect any deﬁclencles‘
pointed out by their analysis.

A monthly version of eight separate reports consists of 271 pages
of figures. The very size of the monthly ‘‘stack’ of reports militates
against any rapid analysis of the data. Comparison between hospitals
is impeded by differences in programs and reporting procedures. Al-
though the actual comparability may, in fact, be quite good, there is a
tendency for unfavorable comparisons to be explained away by the
differences’ between hospital operations.

After visiting some of the state hospitals, and studying the use of
the monthly cost reports, we are skeptical about the actual number of
management decisions made possible by the reports. It is doubtful that
the cost reports, as now used, could pay for their development and pro-
duction in terms of the money they have saved the hospitals and the
state. This is not to argue, however, that the ““management reports’
do not have value, but rather that sound analytical procedures have
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not been developed by the department for the effective use of the
monthly ecost reports.

It is our recommendation that the Department of Mental Hygiene
present details of the actual and projected use of the cost reports, ex-
plaining procedures by which they are actually used in making man-
agement decisions, both at the hospital level and at the departmental
headquarters Ievel

COMMUNITY MENTAL HEALTH COST REPORTING SYSTEM .

The Department of Mental Hygiene, as a result of the Community
Mental Health Services Law, Chapter 1667, Statutes of 1968, (Lanter-
man-Petris-Short Act) is charged with the responsibility of implement-
ing a Cost Reporting/Data Collection System by December 31, 1971.
The law, in essence, provides for the establishment of an intergovern-
mental system of mental health programs and requires the Department
of Mental Hygiene to develop a’ cost reporting system for the loeal pro-
grams which will:

1. Guarantee that charges for services to mentally disordered per-
sons or persons affected with chronic aleoholism under a county Short-
Doyle Plan -shall not exceed the actual cost thereof in accordance with
gtandard accounting practices;

9. Bstablish uniform methods for determmatmn of the individual
patient’s ability to pay;

.8. Provide uniform collection procedures;

4. Supply management information relating to the costs of patient.
care and treatment, specifically the costs of program priorities detailed
by types of serviees defined by law;

5. Permit analysis and comparison of local facilities within a com-
mon frame of reference;

6. Provide cost/effectweness analysis to be used in determining loeal
program economic feasibility;

7. Apply to all facilities, but be designed to be flexible and adaptable
s0 that each faeility can taﬂor the system to that facility’s unigque ac-
tivities and needs; and

8, Provide management control.

Current Year Activities

The 1mplementat1on of the Cost Reporting/Data Collection System
is being done in two parts, Phase A and Phase B. The Phase A re-
port was submitted to the department in December 1969 and contained
the results of a preliminary survey of the needs of sample counties
as well ag recommendations for the implementation of Phase B. The
Phase A report recommended that the system be implemented in four
separate modules, or components. The consultant chosen to design and
implement Phase B has diverged from the Phase A recommendations
but has retained the four modules of policy and procedure, budgets,
claims, and evaluation.
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Policy and Procedure Module

‘The policy and procedure module is the key element of the system,
sinee it establishes the basic operating environment, Through meetings
with the Program Budget Committee of the department and with the
Fiseal and Data Subeommittee of the Conference of T.ccal Mental
Health Directors, the consultant’s-implementation team was able to in-
tegrate suggestions from both the state and local levels of operation. The
final draft of the policy module was completed in late November 1970
and served as a basis for the specific design of the elaims, budget and
evaluation modules.

The implementation team is now in the process of receiving suggested
changes in speecific systems design. This phase encompasses details of
examining, approving and funding the 58 local programs. Considerable
coordination is necessary because of the myriad of state and loeal
agencies which are involved in the flow of moneys in the Short-Doyle
program. Specific layout of forms, billings, and reports must be finalized,
and the complicated scheduling of budget presentation, state approval
and monthly claim payments must all be worked out. Development of-
management reports is also ineluded within this phase. The project
team has suggested the use of approximately 10 established manage-
ment reports plus the eapability for generating speeial reports. Among
the suggested special reports are three which include information about
county use of the state hospitals. These reports are of great significance
hoth to the county planning proeess and to the unifieation of the mental
health programs into a single mental health system.

It is imperative that adequate information about antlclpated and
actual state hospital utilization be supplied to the county programs, the
directors of state hospitals and the departmental administration on a
current basis. The timely provision of this type of information will en-
able the counties to stay within their yearly estimates of hospital utiliza-
tion, and will enable the state hospital directors to anticipate fluetu-
ations in the need for hospital serviees. Anticipation of need for hospital
serviees should allow the hospitals to be run more flexibly as providers
of serviee for the county programs.

Implementation of the System

The schedule for implementation of the Cost Reporting/Data Col-.
lection System calls for the detailed computer system design to be
completed during the spring of 1971, and system testing to be done
in test counties during the late spring and early summer of 1971.
Concurrent with the detailed systems design and the systems testing
will be the development of a user training program to train the
county and state staff who will be using the system. Actual implemen-
tation of the total system is scheduled for September 1971, three
months before the statutory deadline.

CAPITAL OUTLAY

The Mental Hygiene budget for 1971-72 contains no money for
capital outlay in either major or minor construction. This will be the
gecond year of reduced er eliminated minor capital outlay as shown
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In Table 1. The estimated- total capital outlay expendlture for the
entire Department of Mental Hygiene in the current fiseal year is
$614,304, all in minor capital outlay, compared to $1,396,024 for minor
and $1,102,060 for major capital outlay for fiscal 1969-70. Support is
provided in the budget for ongoing maintenance of departmental facili-
ties in 1971-72, but no alterations or additions to existing faeilities:
will be possible under the proposed budget.

Table 1

Department of Mental Hygiene
Minor Capital Outlay
) Proposed
67-68 68-69 69-70 T0-71 TI-N2
Budget Act :
Appropriation _.___ $1495,595 $1,204,724 §$1,396,024 $700,000 .

Continued low or nonexistent levels of minor capital outlay spending
are of questionable wisdom considering the physical plant requirements
of the department. While major capital outlay can be delayed for a
year or two, an aging physical plant requires constant maintenance
and minor alterations. Elimination of minor capital outlay monies past
the 1971-72 moratorium would have costly and detrimental effects on
the department’s physieal plant,

Deparitment of Mental Hygiene
RESEARCH AND TRAINING
Ttem 240 from the General Fund Vol, III p. 322 Budget p. 225

Requested 1971-72 _ o $4,704,393

Estimated 1970-~71 ‘8,383,894

Actual 1969-70 - -— B5,484497
Requested decrease $3,679,501 (43.9 pereent)

Total recommended reduction None

GENERAL PROGRAM STATEMENT

The Department of Mental Hygiene administers research programs
and training programs as supportive elements to the two major depart-
mental programs for the mentally ill and the mentally retarded. Re-
gearch is conducted to increase knowledge about the causes of mental
illness and mental retardation and to improve the methods for treat-
ment of these disorders. Training is condueted to improve the skills of
those responsible for the care and treatment of the mentally retarded
and the mentally ill, and to better apply new methods of treatment
discovered through research. Within the Department of Mental Hy-
giene, there is a training bureau which administers and coordinates the
training programs of the department and a Bureau of Research which
coordinates the departmental research effort.
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Training programs at the neuropsychlatrlc institutes, the 12 hos-
pitals and the two centers for training in community Psychlatry W111
be continued in 1971-72, although at a considerably lower level than in
the current fiseal vear.

" For 1971-72, research will be conducted at the two neuropsychiatrie
institutes and by permenent research teams at six of the 12 state hos-
pitals. These state financed research teams attraet research grants

amounting to many times the cost of the teams. Nearly three-quarters

of the research conducted by the department is in the area of mental
retardation and the remainder is devoted to studying mental illness.

For the second year the budget contains a single item for the support
of training and research in the Department of Mental Hygiene.
Increased detail of the research and training effort of the department
has been accomplished by the use of a separate budget item. However,
this item does not include moneys spent on research and training in
the 58 county and community programs under the provisions of the
Short-Doyle program. Support for these local research and training
efforts is ineluded in the loeal assistance item for the Department of
Mental Hygiene.

ANALYSIS AND RECOMMENDATIONS

We recommend approval.
The budget proposes a total of $4,704393 to be spent from the

General Fund for training and researeh in 1971-72. Within this budget

request is $4,162,240 for training, a decrease of $2,987,617, or 41.8
percent from the current fiscal year and $542,153 for research, a de-
crease of $691,884, or 56.1 percent, from the current fiseal year. Fed-

eral funds will add an additional $40,000 to the training program for

a total of $4,202,240. An additional $400,000 in federal funds brings
the research total to $942,1563. Additional program moneys will be
derived from reimbursable services and demonstration projeets.

TRAINING PROGRAM

For 1971-72, the Governor’s Budget is proposing a significant de-
erease in the level of training to be conducted by the department,
Decreases are proposed in all six of the training program elements
deseribed in the budget, The most significant deereases are in the train-
ing of medical residents at the neuropsychiatrie institutes, staff devel-
opment for employees of the department,-and the training of psychi-
atric technjcians. Smaller reductions were made in the community
manpower element while the special projects and the student stipend
element are proposed to be eliminated.

Student stipends are currently awarded to attract people to study in
the mental health field, and to encourage those already in the field to
continue their education.

Community manpower development programs will continue for.
1971-72 at the centers for training in community psychiatry in Berke-
ley and Los Angeles, but similar programs at the state hospitals have
been abolished, The centers for training are financed largely by state
and federal funds, and are engaged In training community mental.

health personnel,
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.o 1971-72

1970-71

=  Difference

Table 1
Deparitment of Mental Hygiene Training Program
B {all funds)
Medical Psychigtric Community
resident technician Student manpower
training  iraining stipends development

32,021,860  $2,325,881  $175,570  $243,957
2572050 19253956 . _____ 127,000
$-449,801 $-1071,925 $—175,570 $—116,957

Staff Project
development projecls Totgls
$1,241 525 $141,064  $7,149,857
249225  ______._ 4,202,240
$—002,300 $—141,064 §—2,947,617
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A significant reduction was made in the funds for staff develop-
ment, This training element is proposed to be funded at a level of
$240,225 for 1971-72 compared to $1,241,525 during the eurrent fiscal
year. This element finances training and upgrading of inservice per-
sonnel, and the orientation of new employees. The major part of this
reduction will be at the state hospitals, With declining populations
at the state hospitals and a resulting decline in staff needs, this large
reduction in funding may not be detrimental over the short run. How-
ever, continued low levels of funding for staff development could be-
come detrimental,

In terms of positions, the training budget proposes the abolition of
97.5 positions and the addition of one position, The deleted positions
are all in the training units of the various hospitals and institutes.

Resideney Training Reduction

The department maintaing psychiatric residency programs at 8
of the 12 hospitals and both neuropsychiatric institutes. These pro-
grams provide institutional resideney experience for newly graduated
psychiatrists, The department generally requires several years of post-
residency state serviee for residents, but it has encountered some diffi-
culty in the enforcement of these requirements. The residency train-
ing program is hardest hit by the training reduetions, Twenty-five
psychiatrie.resident positions are proposed to be deleted in the budget.
Of these 20 are psychiatric resident III positions. The budget indicates
that there are only 22 resident III positions in the whole department.
Since the department currently has many psychiatric residents under
contract, this reduction to two positions raises questions as to how the
reduction will be accomplished.

As part of the training reduetion, the department proposes to elimi-
nate the financing of resident specialization beyond the three year
limit. Currently, some residents are retained past their three-year pro-
gram so that they can specialize further, This extensmn of residency
will not be funded for 1971-72,

Peychiatric Technician Training

With declining populations in hospitals for the mentally ill and the
mentally retarded, the state demands for psychiatric technicians has
been fairly low in recent years. With a predieted leveling off of men-
tally retarded populations in 1972-73 and a commitment to increased
staffing at hospitals for the mentally retarded, there is a need for ap-
proximately 800 new psychiatric technicians every year. Staffing in-
creases and staff turnover will account for this number,

The training of psychiatric technicians for 1971-72 ig only partially
provided in the training budget. The budget proposes an expenditure
of $1,253,956 for the 1971-72 fiseal year, but this amount only provides
for the instructional costs for a psychiatric teehnician training program
and not the trainee salary.

-~ Under the current training program, technician trainees are enrolled
in a California community college in an academic program for 32
hours per week and are employed at a state hospital for eight hours
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Research and Training—Continued

per week. For their services and training, they receive one-half of a
full trainee salary which is currently paid out of hospital funds. ‘I'he
proposed training budget includes only funds to pay the salaries of
the nurse instructors at the community colieges and does not include
any money to pay the trainees’ salaries, Continued payment of trainee
salaries with hospital funds is considered too costly, since the hospital
not only must pay one-half of a trainee salary, but must also pay for
a ]:‘Jlloslpital worker to fill the 32 hours which the trainee spends in
school. :

The Department of Mental Hygiene is currently negotiating with the
Department of Human Resources Development to establish a psyschi-
atrie technician training program within the Work Incentive Program’
(WIN). As now visualized, this program would start with 2,000 train--
ees per year and would graduate approximately 1,000, Financing of
the trainees’ salaries would be on a shared hasis with Mental Hygiene
paying one-quarter of a salary and WIN paying one-quarter to equal
the one-half salary paid trainees. This payment of a trainee salary
would be more comparable with services received since the department
would pay 25 percent of a salary for 20 percent of a trainee’s week,

There are potential problems with dependence on the WIN program
for the training of psychiatric technicians. In order to-qualify for
WIN a person must be a recipient of the Aid to Families with Depend-
ent Children (AFDC) program. It may be diffieult to find an adequate
number of male trainees who are eligible for the program. Also the
WIN budget proposes an inerease of only 800 slots above that author.
ized for the current year. The 2,000 proposed by the department . will
reduce the number available for existing WIN programs.

Other Training Position Changes ’
Significant reductions were made in other training position eclassi-
fications, All 10 of the hospital training librarians were abolished, 28.5
clerical positions supportive of training activities were abolished, and
10 psychiatric nurse-education directors were abolished. Ten. eareer
psychiatric resident positions were deleted, and 4.5 chief of professional
education positions were abolished, \
Two half-time positions are proposed at the centers for training in
community psychiatry for the budget year. The two centers which
are in Berkeley and Los Angeles, are financed by state and federal
funds and are engaged in the training of community mental health

personnel,
RESEARCH PROGRAM

The proposed 1971-72 General Fund support for departmental re-
search is $542,158, a decrease of $691,884, or 56.1 percent from that
amount estimated to be spent in the current fiseal year, The busiget
proposes to decrease the number of research. teams at_ .the hospitals
from ten to six, retaining teams at the following hospitals: Agnews,
Camarillo, Fairview, Pacifie, Patton and Sonoma State Hospital. These
teams are permanently assigned to the six hospitals to conduct }qng—
range research into major probleras and programs of high productivity.
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Proposed position reductions in departmental researeh total 81.3
positions abolished, two positions transferred, and two positions added
for a net decrease of 31.3 positions. Research specialists and clerical
support are the eclassifications affected most by the reduction in the
number of research teams,

The effect of this proposed reduction seems to be minimal in terms
of the amount of federal and other money the department estimates
it will attraet for research in 1971-72, Federal funds and reimburse-
ments are estimated to inerease by almost $500,000 for 1971-72 bring-
ing the total of non-General Fund research moﬁey to $5,025,490,

Depuartment of Mental Hygiene
* NEUROPSYCHIATRIC INSTITUTES ‘
Ttem 241 from the General Fund Vol, III p. 327 Budget p. 226

Requested 1971-72 e $18,530,757
Estimated 1970-71 - : 13,507,959
Actual 1969-70 S 12,873,883
-~ Requested inerease $22,798 (0.2 percent) :
Total recornmended reduetion _.___ . ___________. . None
: _ Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. We recommend that the Department of Mental Hygiene 618
and the University of California amend their basis for com-
parison of psychiatric resideney training eosts to include
clinical overhead costs, and that comparison be made of both
direet instruectional costs and elinieal overhead ecosts.

2. We recommend that the Department of Mental Hygiene 619
and the University of California draft program plan which
would avoid duplieation of research and training efforts after
the neuropsychiatrie institutes are transferred to the University
under the plan for the proposed Department of Health.

GENERAL PROGRAM STATEMENT ]

The Department of Mental Hygiene administers two neuropsyehiatric
institutes, Langley-Porter, located in San Francisco, and the Neuro-
psychiatrie Institute, located on the campus of the University of Cali-
fornia at Lios Angeles Medical School. Both institutes are operated in
cooperation with the University of California.

The institutes are charged with condueting portions of three depart-
mental programs:

1. Research into the causes and cures for both mental illness and
menta.l retardation.

2. Training to prowde a portion of the required manpower to imple-
ment the department’s programs. Training is eonducted in pSychlatry,
psychology, soeial work, mental health nursing, and nursing in related.

- mental health fields.
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Neuropsychiatric Institutes—Continued

8. Diagnosis, care and treatment of patients to the extent that they
provide the necessary framework for quality research and training.

ANALYSIS AND RECOMMENDATIONS

We recommend approval. ‘

The Department of Mental Hygiene is requesting a General Fund
appropriation of $13,530,757 for the support of the neuropsychiatrie in-
stitutes. This is an inerease of $22,798 over the estimated expenditures
for 1970-71. Although the budget proposes significant reductions in the
funds for research and training, the reduetions are not reflected in the
request for the neuropsychiatric institutes, The support request for
1971-72 will enable the two institutes to operate at approximately the
same level as in the eurrent year. Inpatient, outpatient, and day care
services will be provided at the same or slightly higher levels than dur-
ing 1970-71, The number of positions requested for support of the
neuropsychiatrie institutes in 1971-72 is the same as that approved
for the current year,

Decreases in the research and training request (Item 240) will
affect the research efforts at the institutes. Administrative support for
large federal grants will be reduced and exploratory funds for pilot
and loeal studies will be eliminated. As discussed under Item 240, the
reduction will also affect the training conducted at the nenropsychiatric
institutes, The number of medical residents at the institutes will be
reduced from 79 to 62, and student stipends will be eliminated with
an undetermined effect on part-time student trainees. Ongoing staff
development financed from Department of Mental Hygiene funds will
also be eliminated.

Comparison of Resident Training Costs

Last year the Budget Act ordered a transfer of $150,000 from Lang-
ley-Porter to the University of California at San Diego for the opera-
tion of & psychiatric residency training program. The aet also called
for progress and expenditure reports to be submitted to the Joint Legis-
lative Budget Committee annually for the life of the projeet, The first
report is to be presented on or before September 15; 1971,

This project was designed to provide & basis for a comparison of
residency training costs at a neuropsychiatrie institute and a psychlatry
department of the University of California.

The Supplementary Report of the Committee on Conference for
1970-71 directed the University of California, San Diego, and the De-
partment of Mental Hygiene jointly to develop standards for comparing
the costs of the two programs. These standards were drafted and sub-
mitted to the Joint Legislative Budget Committee.

New Basis of Comparison Needed

" We recommend that the basis for comparison of the iraining pro-
grams of the neuropsychiatric institutes end the University of Coli-
fornia at Sen Diego, be amended by the University and the Depari-
ment of Mental Hygiene to include data on clinical overhead costs as
well as direct instructional costs for the two programs.
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We further recommend that the Legislature reaffirm its intention
to have ¢ program comparison made, and that the Le@gslature require
o comparison of direct instruciional costs cmd a comparison of clinicol
vverhead costs.

We further recommend that these comparisons be submitted with the

annual progress and expenditure reports as required by Item §7.6 of
the 1970 Budget Act.
* Our analysis of the basis of comparison submitted by the Department
of Mental Hygiene and the University is that it does not include a
factor for the clinical overhead costs of rinning a training elinie. Al-
though patients treated in training programs would probably be treated
elsewhere, the financing of their treatment iz significant in terms of
state cost. The fiscal advantage of financing a training and treatment
clinic with funds from an ongoing treatment program should be in-
cluded in a comparative analysis.

It is our intention that"the comparison of residency training costs
at the institutes and at San Diego be eontinued after the proposed
transfer of the institutes to the University. Since the goal of this com-
parison is to determine which method of psychiatrie residency training
is less expensive and more effective, there should be a continuing effort
to find the best method even after the proposed transfer,

TRANSFER TO PROPOSED DEPARTMENT OF HEALTH

Under the Governor’s Reorganization Plan No. 1 of 1970, and the
provisions of Chapter 1434, Statutes of 1970, the two neuropsychiatrie
institutes tentatively will be transferred to the University of California
on July 1, 1972, The Task Force for the proposed Department of
Health felt that the neuropsychiatrie institutes were performing pre-
dominantly University functions and recommended their transfer to
the University within the Reorganization Plan.

Need for Program Guidelines After Transfer

We recommend that the University of California and the Depart-
ment of Menial Hygiene include within their negotiations for tramsfer
the subject of research and training programs, end that they submil
to the Legislature by July 1, 1972, a coordinated program plan for
continued research and training with @ minimum of program duplice-
tion.

Sinee the neuropsychiatric institutes perform in a University setting
funetions which the Department also carries onh elsewhere, there is a
possibility that program duplication could occur after the transfer.
Negotiations and agreement between the Department of Mental Hy-
giene and the University should delineate those program areas which
each would perform after the transfer, and thus avoid duphca.tlon
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Mental Hygiene Items 242 and 244

Department of Mental Hygiene
PROGRAMS FOR THE MENTALLY ILL

Items 242 and 244 from the o
General Fund Vol. III p. 310 Budget p. 220
Requested 1971-72 — $203,448,642
Estimated 1970-71 199,181,662
Actual 1969-70 _____ e 181,350,322
Requested inerease $4,266,980 (2.2 percent)
Recommended transfer to Ttem 243 $300,600
. Analysia
SUMMARY OF MAJOR 1SS5UES AND RECOMMENDATIONS puge

1, We recommend that the Department of Mental Hygiene 623
create within its internal budgetary process a Local Program
Contingency Fund in the amount of $5 million to be financed
from this item and to be eomposed equally of designated state
hospital money and loeal program money, We further recom-
mend that this fund be used to make quarterly adjustments in
the ratio of state hospital to loeal program money, and that
this adjustment be based upon the level of hospital utilization
for the most recent quarter.

We further recommend that the quarterly adjustments be
reported to the ecounties and to the Joint Legislative Budget
Committee and that the implementation of the Local Cost Re-
porting/Data Collection System ineclude these adjustments and
reports.

2, We recommend the deletion of 18 Associate Medical Di- 624
rector positions at the state hospitals, and the deletion of one
assistant superintendent for psychiatric services and one assist-
ant superintendent for medical-surgical services. We further
recommend that the savings from this reduction of $300,600 be
transferred to Item 243 (programs for the mentally retarded)
as discussed on page 636 of our analysis. We further recommend
that each hospital be headed by a nonmedical professional hos-
pital director.

8. We recommend that the current Medi-Cal regulations be 627
amended to permit further coverage of Short-Doyle services so
that federal funds are not lost and that heavy added costs are
not shifted o the counties.

GENERAL PROGRAM STATEMENT

In terms of dollar expenditures the major program conduected by
the Department of Mental Hygiene is the program for the mentally
ill. The basic goal of this program is to provide quality treatment for
those citizens requiring care. This program involves the maintenance
of eight state hospitals for the mentally ill and provision for finanecial
assistance to 58 county and community local mental health programs.

Hospitals for the mentally ill are maintained for two elements of
the program, state services to the mentally ill and contract services
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provided for the various local programs, Under the provisions of the
Lanterman-Petris-Short Act, the Department of Mental Hygiene is
responsible for the conﬁnement and treatment of judicially committed
patients and those patients committed to the state hospitals pursuant
to the Penal Code. Those patients committed under the Penal Code
are treated at Atascadero State Hospital. The state is also responsible
for the treatment of mentally ill patients who cannot be identified as

residents of any county and for whom the eost of care cannot be .

charged to any speeific local program.

The state hospitals also funection as providers of contract serviees
for the local mental health programs. Inpatient care at a state hospital
is one of the treatment facilifies which the county programs may
choose to use.

The largest program, in terms of dollars, administered by the De-
partment of Mental Hygiene is the provision of financial assistance
to local programs under the Short-Doyle and Lanterman-Petris-Short
Acts, State expenditures for this program have grown econsiderably
since the enactment of the 90 percent state/10 percent county sharing
ratio. The proposed state expenditure total for this program has nearly
doubled in three years. Decentralization and community responsibility
are the objectives of the new expanded Short-Doyle program, During
the current year there are 56 counties covered by Short-Doyle pro-
grams in addition to two community programs, one in Berkeley and
one in the Pomona area,

Under the direction of the Division of Local Programs, the LPS Act
authorizes community programs to deliver up to 10 different mental
health services which are eligible for 90 percent state reimbursement.
The 10 services include direct patient services such as mpahent out-
patient and partial hospitalization, special patient services such as
diagnosis, precare and aftercare, rehabilitation and emergency services,

and last, program support serviees such as information, consultation.

and edueation, research and evaluation, and program training,

ANALYSIS AND RECOMMENDATIONS

The budget proposes a total General Fund expenditure of
$203,448,642 in two items for support for the mentally ill in state
hosp1tals and for local programs. The items are as follows:

Ttem 242, for support of hospitals for the mentally ill for

judicially committed patients, patients committed

pursuant to the Penal Code, and those mentally

i1l patients whose county of residence is not partiei-

pating in a local mental health program as provided

in Division 5 of the Welfare and Institutions Code,

Department of Mental Hygiene $16,510,315
Ttem 244, for assistance to local agencies in the establish-

ment and operation of mental health services in ac-

-eordance with Division 5 of the Welfare and Insti-

tutions Code $188,938,327

Total B $203 448,642
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Programs for the Msntally 1ll~—Continued

‘Within the $186,988,327 proposed for local support is $90,797,643
requested for support of state hospital services for local programs. The
amount available for allocation to the loecal programs at a 90 percent
reimbursement rate is $82,242,426, This includes $4,038,108 available
for reimbursement to the Community Serviees Division of the De-.
partment of Social Welfare for precare-aftereare services, and $500,000
available for reimbursement to the county programs for alcoholic re-
habilitation services. The $4,038,108 is budgeted for the first time in
this item. This amount does not represent an inerease in level of
service since approximately the same level of service was funded in
the Department of Social Welfare budget during the eurrent fiscal
year.

In addition to the $82,242,426 available for reimbursements to eoun-
ties, there are $13,898,258 in fiscal year adjustments which must be
financed by the state. This brings the total state expenditure, except
for state hospital serviees, to $96,140,684 for reimbursement to counties
and fiscal year adjustments. It is important that the expenditure total
inelnding the adjustments not be mistaken for the amount available for
eounty reimbursement since the actual funds available to the counties
in 1971-72 will be $82.2 million and not $96.1 million.

Table 1
Local Mental Health Programs

Program Costs and Adjustments
1971-72 Fiscal Year

Cost of Ioeal programs $119,752,484
Less income —25,025,148
Less estimated savings —8,389,205
Net cost of local programs. $86,338,131
- Less 10 percent county share —$8,633,8138
Add other funds available to counties
Alcoholie rehabilitation services 500,000
Community Services Division services_ .. __ 4,038,108
State funds available to counties, 197172 et $82,242,426
" Adjustments
Less June 1972 costs carried forward to
fisea! 1972-73 —7,047,160

Add May-June 1971 costs payable in fiscal 1971-72 12,095,418
Health Care Deposit Fund transfer (Mental

Hygiene share of Medi-Cal payments) .. __—.. 8,000,000
Payments to eounties whose increased program costs

exceeded $0.01 per $100 of assessed valuation 850,000

Total adjustments . $13,808,258

Total budget request including funds for
eounties and adjustments $96,140,684

The adjustments for fiseal year financing shown in Table 1 are com-
posed of three major items, two of which are required by the Short-
Doyle Act. The 1971-72 fiscal year wiil be the second of a three-year
program which will bring the cash flow of reimbursements to counties
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from a guarterly basis to a current monthly basis. The net adjustments
for this item in 1971-72 will be a cost of $5,048,258. The 1972-73 fiscal
year will be the last in which this adjustment will be made.

The second adjustment in Table 1 is the budgeting of a $8 million
transfer to the Health Care Deposit Fund for funding of the state share
of Medi-Cal reimbursements to county Short-Doyle programs and for

state hospital services, This amount is a 100 percent increase over the

amount appropriated for 1970-71. The last adjustment is $850,000 in
payments to counties whose county share of the cost of program in-
ereases has exceeded a rate of $0.01 per $100 of assessed valuation as
prescribed by law,

Proposed Position Changes

We recommend approval. _
The Aungust 1970 yearly staffing survey conducted at the state hos-

pitals showed that the percentage of staffing services delivered at the

state hospitals for the mentally ill was at 101 percent. To keep pace
with the contihuing decline in the population at hospitals for the men-
tally ill, the department is proposing a net decrease of 227.9 positions.
Included within the deerease is the abolition of 370 positions and the
addition of 142.1 positions.

Reductions amounting to 22 positions are proposed in the medical-
surgical units of the hospitals and 90 supervising psychiatrie techni-
cians. A total of 134 positions are proposed to be deleted in hospital
administration, food services, and plant operations. Elimination of 119
patient care personnel is also proposed to reflect the decrease in hospital
populations forecast for 197172, Three associate medieal directors and
two chaplains are also proposed to be deleted.

Additional positions are proposed for the hospital admission suites.

where 46.3 physician and surgeon II's will be added to handle the
Increasing number of hospital admissions. A total of 90 staff psycholo-

gists, psychiatric social workers, and medical records clerks are also

proposed because of additional admissions. An additional 5.8 institu-
tional firemen are also requested.

Problems with Sir:lg_le State Appropriation Concept

We recommend that the Department of Mental Hygiene create within,

its internal budgetary process a Local Program Contingency Fund in
the amount of $5.million to be financed from this item and to be com-
. posed equelly of designated state hospital money and local program
money. We further recommend thet this fund be used to make quar-
terly adjusiments in the ratio of state hospital to local program money,
and that this adjustment be based wpon the level of hospital uiilization
Jor the most recent quarter, _
We further recommend that the quarterly adjusimenis be reported

" to the counties and to the Joint Legislative Budget Committee and that.

the tmplomentation of the Local Cost Reporting/Date Collection Sys-
tem tnelude these adjustments and reporis.

< One of the major problems encountered by the Department of Mental
Hygiene and the counties in their implementation of the Lanterman-
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Programs for the Mentally lll~-Continued

Petris-Short Aet has been the funding of the transition from the state
hospitals usage to community based treatment. This transition has re-
‘sulted in g gradual decrease in the statewide system of mental hospitals,
and a rapid increase in programs to treat mental illness: loeally, Some
county program directors have contended that the funds for support
of the hospitals are being reduced too.slowly, thereby depriving the
local programs of money which could better be used locally, while state
program personnel have stated that the hospitals can only be reduced
when local services become available. Although it must be recognized
that it is a difficult process to reduce a huge hospital system. and to
evaluate aceurately the ability of 58 separate programs to provide
local inpatient treatment, it must also be recognized that the present
system requires more ﬂexibility to be truly workable..

During the fall of 1970, a legislative committee heard testimony which
repeatedly stressed the inflexibility of the system in not allowing the coun-
‘ties to make program changes by shifting away from use of the state hos-
pitals. There were repeated statements by county program directors
that the concept of the ‘‘money following the patient’’ is not working
as the law envisioned. The concern is that a county which chooses to
treat patients loeally, and thereby save treatment eosts in the stafe
hospitals, has not been able to transfer the savings in hospital treatment

_costs to its county program, Although a degree of flexibility which
would allow instant transfer of treatment monies is obviously impos-
sible in the administration of large institutional systems, there is a
middle ground whieh should be considered.

The Lanterman-Petris-Short Act calls for a single state appropriation
for services for mentally disordered persons. In practice, this has
meant a single item consisting of a budget for the state hospitals and a
budget for the local programs in the counties and communities. It is
our intention that the eontingeney or revolving fund recommended
above be financed from Item 244 and the fund be used to increase the
flexibility of the mental health system consistent with legislative poliey.
The quarterly adjustment should allow the hospitals sufficient time to
make internal adjustments, and also should allow.the counties some
measure of flexibility in choosing their treatment programs.

Hospital Program Qrganization

We recommend the deletion of 13 associate medical director positions
at the state hospitals, and the deletion of one assistant superintendent
for psychiatric services and one assistant superintendent for medi-
surgical services. We further recommend that the savings of $300,360
from reduction of this ifem be transferred to Item 243 (programs for
the mentally retarded) as discussed on page 636 of our analysis. We
further recommend that each hospital be headed by a nonmedical pro-
fessional hospitel director.

Within the statewide movement toward program management and
budgeting, there has been a movement toward the implementation of a
program structure at the state hospitals administered by the Depart-
ment of Mental Hygiene: Chapter 402, Statutes of 1968, amended the
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Welfare and Institutions Code to inelude the appointment of medical
program directors at the state hospitals. Since 1968, progress has been
made toward the implementation of a program structure.

The old state hospital organization was based upon a structure set
up to serve the hospital’s catchment area counties by region. In prae-
tice, this resulted in a large number of upper-level medical administra-
tors. By moving toward a program sfructure, the department has been
able to reduce the number of upper-level administrators at the hospitals.
- For 1971-72, the budget proposes to retain 13 associate medical direc-
tors, one for each state hospital, 13 assistant superintendents for medi-
eal and surgical programs, 10 assistant superintendents for psyehiatrie
services, 10 assistant superintendents for mental retardation services,
and two assistant superintendents for children’s services.

Adoption of .the program structure has placed more: authonty and

responsibility with the above persons who hold the eivil serviee title of"

assistant supermtendent for various services.

Existence of the various assistant superintendents who are program
directors and the associate medical directors results in an organization
structure which has the associate medical director between the medieal
dlrector and the program directors as shown in Table 1.

: Table 1
Current Hospital Organization

Medical Director

~ Associate
Medical Director

Program Director Program Director Program Director
for Medical-Surgical for Programs for . for Programs for -
Program the Menta!ly Hn - the Mentally Retarded

Exceptions to the above hospital structure are Camarillo, Napa and
Atascadero State Hospitals. Napa and Camarillo each has an assistant
superintendent for children’s services in lieu of an assistant super-
intendent for mental retardation programs. Atascadero currently has
one associate medlcal direetor and one ass1stant superintendent for
psychiatric services,

Our recommended program structure deletes the secondary dlrector
level, and creates a strueture which places inereased program responsi-
bility at the program director level. This structure enhances the dele-
gation of program responsibility and creates direct lines of communi-

cation and responsibility between the hospital director.and his pro-

gram chiefs, as shown in Table 2, This recommendation will- result in
the hospital being administered by the Hospital Director with a cabinet
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Programs for the Mentally [[l—Continued
Table Z
Recommended Hospital Organization

Hospital Director

I o ] 1

Program Director Program Director Program Director
for Medical-Surgical for Programs for for Programs for
- Program ° the Mentally -l the Mentally Retarded

of 38 program directors and the hospital administrator who is a non-
medieal professional administrator. It also proposes that the director
might appropriately be a nonmedical professional hospital director.

The adoption of this program structure will allow the deletion of 13
associate medieal director positions. In addition to this reduection, the
deletion of one assistant superintendent for psychiatrie services at
Napa Hospital and one assistant superintendent for medical-surgieal
gervices a2t Sonoma Hospital will bring the entire system into conform-
ance with the above structure. Deletion of these two latter positions
will still leave an assistant superintendent for each of those programs
since the hospitals have two of each classification,

DeWitt State Hospital

Closure of DeWitt State Hospital in Auburn, Placer County, has
been under consideration for several years. The faecility was built by
. the Army during World War IT and was acquired by the Department
of Mental Hygiene in 1947. Most of the buildings of the hospital are
of long, narrow, single-level, wooden construction, creating access and
maintenance problems. As of December, 1970 there were approximately
700 patients being cared for at DeWitt by approximately 400 em-
ployees. :

The department budget for 1971-72 shows a reduction of $3.5 million
resulting from the possible transfer to Placer County or closure of
DeWitt. This amount is based on the cessation of faeility overhead
costs as of June 30, 1971. Disposition of the facility itself will depend
upon Placer County. The department has offered the facility to the
eounty to be run as a hospital for the mentally ill and the mentally
retarded, with the understanding that the county will be responsible
for hospital administration and overhead costs. If the county decides
to take DeWitt, it will receive treatment moneys for only those patients
gent to it by county Short-Ddyle programs and by the Alta California
.Regional Center for the mentally retarded. This could econceivably
inelude the retention of some or all of the 700 patients now at DeWitt.
Total treatment moneys for the 700 patients amounts to $3.5 million,
and will be used to finance the patients’ care whether they stay at
DeWitt or are moved to another facility. The $3.5 million in treatment
funds are included in the support appropriations and should not be
eonfused with the .$3.5 million reduction in overhead funds.
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Placer County and the Department of Mental Hygiene have tenta.
tively agreed upon February 15, 1971, as a final decision date. After
that time, arrangements will be made to either transfer the facility
to Placer County or to move the patients and close down the faeility.
Tentative arrangements are being made by the department for the
opening of further facilities at Stockton State Hospital to accommo-
date the DeWitt patients.

The Department of Mental Hypiene expects to issue a report after.

the February 15, 1971 decision pursuant to the Supplementary Report
of the Conference Committee on the 1970-71 Budget which directed
that further elosure of state hospitals could be done only after the
receipt of a report deseribing the alternate provision for psychiatrie
services after the elosure of any state hospital.

MEDPI-CAL EMERGENCY REGULATIONS

We recommend that the current Medi-Cal regulations be amended
to permit further coverage of Short-Doyle services so that federal funds
are not lost end thet heavy added costs are not shifted to the counties.

Effect on Local Programs

On December 15, 1970, the Director of the Department of Health
Care Services promulgated a set of emergency regulations which re-
defined the serviees to bhe covered under the California Medical Assist-
ance program (Medi-Cal). Included with these regulations were several
sections relating to services offered by the community mental health
programs.

Outpatlent services beyond one visit every six months were classified

8 ‘‘elective’” services which require prior authorization, except for
emergency services, This is a reduction of four allowable visits in a
six-month period. Serviees provided spemﬁcally by Short-Doyle com-
munity mental health agencies require prior authorlzatlon after the
first vigit for every six-month period, except for serviees rendered to
hospital inpatients.

There has not been sufficient time between adoption of the emergency-

regulations and the preparation of our analysis to accurately assess the
fiscal effects of the mew regulations on the local programs. However,
several general statements about the impact of the regulations are pos-
sible at this date.

Decreased Program Meney

Since the new regulations require prior authorization for nearly all
Short-Doyle services, the effect has been to decrease the number of
Medi-Cal eligible patients among those being treated, This means that
some patients formerly being treated with a Medi-Cal reimbursement
to the county will now either be treated from eounty moneys or not be

treated. If it is assumed that patients in need of care will continue °

to be treated, and if fewer of them are Medi-Cal eligible, there will be
a resulting decrease in reimbursements to the counties and thus less
tetal program money.

The department estimates fotal Medi-Cal reimbursements to the .

counties for 1970-71 to be approximately $12 million, This is approxi-
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mately 10 percent of total local program moneys. Although the coun-
ties will not lose all of their Medi-Cal reimbursements, there will be a
significant decrease in county program moneys becanse of lower Medi-
Cal reimbursements with the decrease amounting to as much as 50 per-
cent of the Medi-Cal reimbursements before the December 15, 1970,
regnlation, The decreased level of reimbursement can be expected as
long as the regulations are in effect. If the regulations are continued
into 1971-72, there will be a continued lower level of program money
for the county programs. .

Loss of Faderal Funds

Treatment for those patients now being treated by county or state
funds and formerly financed by Medi-Cal is resulting in additional
costs to the counties and the state. Under the Medi-Cal funding pro-
visions, the federal government finances 50 percent of the treatment
costs for eligible patients. When former Medi-Cal patients continue to
be treated there is an added cost to the counties and the state of the
50 percent of their total treatment costs formerly covered by federal
funds. Firm estimates of this added cost are not yet available because
of the short time sinee the issuance of the emergency regulations.

Increased Program Demand

Another significant impaet of the emergeney Medi-Cal regulations
on the county mental health programs is increased demand for treat-
ment programs precisely when the counties are experiencing a funding
decrease. The new limitations on outpatient treatments applies not
only to county Short-Doyle patients, but alse to Medi-Cal patients
being treated in the community by private psychiatrists. Many of
these former. private patients are now turnming to the county mental
health programs for treatment. This places new demands upon the
county which were formerly being satisfied in the community. The
counties will have to make deecisions about either treating these people
with county moneys, sending them to the state hospitals, or ceasing
treatment altogether, :

Included within the effects of the emergeney regulationsg is the pos-
gibility of inereased use of the state hospitals. With the counties ex-
periencing decreased Medi-Cal reimbursements, many counties will be
foreed into greater utilization of the state hospitals. This will allow
them to spread their limited program money further, but may also re-
sult in the hospitalization of patients who would be better treated by
other means, such as partial day care or outpatient care.

State Hospita] Revenues .

Among the patients sent to the state hospitals by county local mental
health programs and mental retardation referral programs are two
groups whose cost of care ig eligible for Medi-Cal payment. These are
mentally disordered patients over 65 years of age and mentally ?etarded
patients between the ages of 18 and 64 who require skilled nursing care.
During the period that these patients are treated in the hqsp1ta1s, the
Department of Mental Hygiene bills the Health Care Deposit Fund for
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the cost of their eare. The Health Care Deposit Fund pays for state
services with 50 percent state funds and 50 percent federal funds.

The payments from the Health Care Deposit Fund for state hos-
pital servieces are sent directly to the General Fund as revenues. For
1970-71 the budget shows state hospital Medl-Cal generated revenues
estimated to be $49,417,008.

Projected General Fund Loss

The Governor’s 1971-72 Budget for the Department of Health Care
Services shows a sizeable deerease in the projected payments for hos-
pital eare. Under the new standards proposed in the budget, hospital
coverage will be covered ‘‘subject to actuarially determined limita-
tions’’ which are not specified but will result in a reduced level of
payments. Based upon the deercased payment estimate and the new
“limitations,’” our caleulations indieaie a maximum potential decrease
of $32.8 million, and a minimum potential decrease of $16 million in
state hospital revenues to the General Fund for 1971-72. Assuming
that state hospital patients, formerly covered by Medi-Cal, will con-
tinue to receive treatment i the hospitals, the $32.8 million revenue
decrease will result in a $16.4 million loss to the General Fund. The
loss to the General Fund will be caused by a decreased amount of
50 percent federal matehing funds received for state hospital services.

It is not elear whether additional coverage provided in the Gov-
ernor’s Average Citizen Plan, as proposed in the Department of Health
Care Serviees Budget, can be used for additional payments for state
hospital gerviees,

MENTAL RETARDATION PROGRAM

SUMMARY
Vol ITI p. 17
Proposed total program expenditures 1971-72 (all funds) $262,115,016
Estimated total program expenditures 18970-7T1 (all funds) e $237,578,271
Increase (10.33 percent} $24,536,745

GENERAL PROGRAM STATEMENT

Services to the mentally retarded have been provided in the past by
several state ageneies in separate programs. This has resulted in dupli-
cation of effort, and an administrative maze for those secking services.
Starting on July 1, 1971, state services for the mentally retarded will
be provided under the Lanterman Mental Retardation Services Act,
Chapter 1594, Statutes of 1969. This aet provides for a single program
structure which will ecordinate and unify the mental retardation serv-
jee efforts of five separate state departments. The state mental retarda-
tion program will be administered from the Human Relations Agency
by the Coordinator of Mental Retardation programs.

For the 1971-72 fiscal year, the Governor’s Budget includes a single
program budget narrative for the mental retardation program. The
program will be financed from the budgets of the five departments in-
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volved. The appropriation for 1972-73 is expected to be a single budget
item and will be included within the mental retardation program
budget. _

Proposed expenditures for all aspeets of the 1971-72 mental re-
tardation program are estimated to be $262,115,016. This amount will
be spent by the Departments of Public Health, Mental Hygiene, Social
Welfare, Rehabilitation and Education as shown on page 30 of Volume
3 of the supplement to the Governor’s Budget.

PROGRAM STRUCTURE

As presented in the Governor’s Budget, the program for serviees to
the mentally retarded is eomposed of seven elements. Three slements
are involved in direct services fo the patient and his family, three are
supportive elements, and the seventh is the public information and
prevention element, which is both direct and supportive,

Direct Services

Patient services are provided through program elements for cage
identification and case management, basie living and care, and special-
ized services. Casefinding is presently conducted by all five departments
mentioned above. After the mentally retarded person has been iden-
tified he is referred to the regional diagnostic and counseling eenter
which serves his area. At the regional center he will either be diagnosed
or referred for diagnosis, and then evaluated in terms of best treatment
and/or care programs and finally referred to the proper care program.
The regional centers are administered and funded by the Department
of Public Health under their regional centers program. For the cur-
rent year there are nine regional centers in operation, and four more
are scheduled for establishment in the future.

Basie living and care services include assistance for the patient liv-
ing at home, and institutional eare for those unable to remain at home.
Routine medical care is also provided under this program element,
either at the state hospital or by a physician in the eommunity. The
bagic care element represents over two-thirds of total program ex-
penditures. Major expenditures are made by the Department of Social
Welfare in Public Assistance Grants, and by the Department of Mental
Hygiene in state hospitals for the mentally retarded.

Specialized services are provided in some manner by all five depart-
ments. Efforts toward improving the patient’s physical functioning are
conducted by the Department of Mental Hygiene in the state hospitals,
and by the Department of Public Health, Rehabilitation, and Xduca-
tion in various inpatient and outpatient programs. These programs are
intended to improve the patient’s mental and physical capability to
- perform motor skills, All five departments also eonduet programs in-
tended to improve the social capabilities of the retarded. Intellectual
funetioning of retarded individuals is improved by educational pro-
grams conducted in special schools and in state hospitals. Vocational
training is provided by the Department of Rehabilitation for those
eapable of learning useful tasks.
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§upportive Services

Support services are provided by all five departments involved with
mental retardation programs, Research into -the causes and treatment
of mental retardation is conducted by the Departments of Mental Hy-
giene, Public Health, and Edueation. Training, program evaluation,
and general administration are also conducted. However, some of these
support functions should be consolidated as the program moves from an
orga.mza,tlonal strueture toward a program strueture. Other supportive, .
activities provided are guardianship and eonservatorship, and the li-
censing of care homes for the mentally retarded,

Public Information and Prevention

Dissemination of information on the causes of mental retardation
and on the programs offered for the care and treatment of the mentally
retarded is an important element of the overall program, Prevention
of retardation, although not simple, is perhaps the best long term solu-
tion and certainly does have a profound impact on the projected size
and cost of all programs for the mentally retarded into the future.
Pregent methods of prevention inelude both medical efforts, such as
vaccination against rubella, and counseling efforts to decrease the in.
cidence of preventable retardation. Information dissemination serves to
educate the general populace about the problem of mental retardation
and existing programs, and to gain support for state and volunteer ef-
forts.

IMPLEMENTATION OF THE LANTERMAN ACT

The implementation of the Lanterman Mental Retardation Services
Act has been assighed to a Coordinating Committee to Implement AB
225. Composed of representatives from several departments of state
government, the committee has made a significant effort toward the
implementation of California’s first truly multidepartmental program.
The committee divided itself into task forces to study and make recom-
mendations on various parts of the program strueture, '

Establishment of Regional and Statewide Structure

Several task foreces of the committee have committed their efforts to
the establishment of the statutorily mandated regional and statewide
planning and advisory boards. The regional structure is composed of
regional boards which serve as the planning and coordinating bodies
for mental retardation services in their areas. The statewide advisory
board has been appointed to serve-as an overall advisory body to the
Governor, the Legislature, and the Human Relations Secretary on
mental retardation subjects. Boundaries for 13 planning regions have
been drafted and accepted, and the area board members have been ap-
pointed. All 13 area boards have already met and are now being trained
in the operation of their areawide planning responsibilities.

One problem encountered in the creation of effective area boards has
been lack of staff. To date, the area boards have been staffed on a part-
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time ‘basis by employees of state departments involved in the imple-
mentation of the Lanterman Act. The Coordinator of Mental Retarda-
tion Programs is now investigating the possibility of receiving federal
funds to finance staff for the 13 area boards. .

Other Implementation Elements

Another task foree of the implementing committee has devoted itself
to the drafting of a Mental Retardation Program Budget, which
appears on pages 17 to 30 in Volume 3 of the supplement to the Gov-
ernor's Budget. Although it will no doubt require some amendment as
the program develops, it is an excellent base document. The separation
of program elements from the various departments and their reinte-
gration into a program structure is a vital part of the implementation
of a true program effort. .

Other parts of the implementation developed by the task forees
include a parental fee schedule, and s plan for the ongoing evaluation
of the entire program. The fee schedule is based upon the cost of rear-
ing a normal child at home and upon the parents’ ability to pay. The
preliminary fee schedule is now. being tested in- several loeations.
Evaluation teams have been suggested as a means of accomplishing an
ongoing state and area evaluation. Funds have not been requested for
evaluatxon teams in the 1971-72 budget, but will probably be included
in the single budget request for the 1972-73 budget yeal

ANALYSIS AND RECOMMENDATIONS

For 1971-72, General Fund support for the mental retardation pro-
gram is contained in the budgets of the five departments involved in the
program. Hach department has a General Fund request for the support
of its contribution to the overall program. The analyses of the five
geparate items are included within the dlSGU.SSlOI]. of the mdmdual
departments as shown in Table 1. .

Specific requests from the General Fund by the five departments
for mental retardation do not equal those shown in Table 1 because
the departments have not broken out all of their mental retardation
moneys in a single item. An example of this difference is in the De-
partment of Mental Hygiene. The departmental request for mental
retardation is $83,983,873 for support of programs for the mentally
retarded. This does not include administration, research and training,
and services included within other Department of Mental Hygiene
requests. Thus, -the department’s specific request is for $83,983,873
although its estimated program expenditure is $92,061,551. .

Requests for 1972-73 support of the mental retardation program
will be included in one budget item and will be shown tQ_ the sepa-
rate departments as reimbursements for services, thus giving an aceu-
rate total of both budget request and departmental contnbutlon of
services,
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Table 1 A
-Programs for the Mentally Retarded - .
Program Funds.1971-72 g
’ ’ ’ Budget item(s) : .
: General . Federal principally Budget Supplement  Analysis
Department Pund . funds Reimbursements Total involved page vol. und page page
‘Mental Hygiene $92,061,551  $5,190,48% . $97,252,040 248 994 II1-318 634
Public Health . _.._._ - 9,153,393 ' 4315525 §$2,382,913 15,851,831 . 252 230 I1E—439 662
Social Welfare ___________ -58,523,60¢ 50,216,139 R 108,739,643 255 242 - I1I-560 682
Rehabilitation 872,835 3,109,104 —— 3,781,939 253 240 JI1-494 664
Education —— 39,878,126 1,611,437 — 41 489,563 269, 270,274 262 IV-20 744,774
Total $195,280,400 $64,442694¢ §2,382,913 $2_62,11§,016
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Department of Mental Hygiens
PROGRAMS FOR THE MENTALLY RETARDED

Item 243 from the General Fund Vol. III p. 318 Budget p. 224
Requested 1971-72 - 483,983,873
Estimated 1970-71 ———.. 08,652,713
Actual 1969-70 . - 65,816,777
Requested increase $15,389,160 (22.3 percent)
Total recommended inerease $51,120
Recommended transfer from Items 242 and 244 _________  $300,600
' Analysis,.
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. We recommend that an additional 160 positions be added in 636
the psychiatrie technician and hespital worker categories and
that these positions be financed by a transfer of $300,600 from
Ttems 242 and 244, $150,18C from this item resulting from our
recommendation to decrease the number of administrative staff
in the hospitals, and an augmentation of $51,120.

2. We recommend that the Area Seven Mental Retardation 638
Board report to the Legislature before the 1972 session on the
need for additional care homes for the mentally retarded in the
Santa Clara area,

GENERAL PROGRAM STATEMENT

For 1971-72, the Department of Mental Hygiene will he one of five
departments of California state government delivering serviees to the
mentally retarded. After July 1, 1971, under the provisions of the 1969
Lanterman Mental Retardation Services Act, all state services o the
mentally retarded are to be unified in a single program management.
Other participating departments are Public Health, Social Welfare,
Rehabilitation and Education. The administration of the program will
be done by the Coordinator of Mental Retardation Services, who serves
on the staff of the Human Relations Agency Secretary.

The mental retardation program of the Department of Mental Hy-
giene for 1971-72 is coordinated with the program elements of the state
program diseussed on page 629 of the Analysis. The department con-
ducts activities in each of the seven program elements contained in the
program statement, The seven program elements are:

. Publie Information and Prevention.

. Case Identification and Case Management.

. Basic Living and Care.

. Speecialized Services.

. Research and Program Evaluation.

. Manpower Development, Training, and Utilization.

. Administration and Support. '

The major contribution of the Department of Mental Hygiene to the
total state mental retardation program is the administration of the
state hospital program. For 197172, the Department of Mental Hy-
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giene will operate four hospitals exelusively for the care and treatment
of the mentally retarded; Fairview, Pacifie, Porterville and Sonoma
State Hospitals. In addition, mental retardation programs will be ad-
ministered at four hospitals for the mentally ill; Patton, Agnew, Cam-
arillo, and Napa State Hospitals. During 1971-72, the inpatient popu-
lation in the hospital programs is expected to decline from 10,959 to
10,239. Starting July 1, 1972, the department plans to implement an
admissions poliey which will maintain the mentally retarded inpatient
population at 10,239,

Other program elements performed by the Department of Mental
Hygiene are research and training, program evaluation, and adminis-
tration. These activities are financed from separate budget items, al-
though they are programmatically included within the mental retarda-
tion program.

ANALYSIS AND REGOMMENDATIONS

The budget proposes a total program expenditure of $97 252,040 for.
mental retardation programs in 1971-72. This amount will be composed
of general funds, federal funds, and reimbursements. Of the total pro-
gram amount the budget proposes $83,983,873 from the General Fund
for support of programs for the mentally retarded. Although the budget

- ghows an inerease of $15,339,160, or 22.3 percent, over the current year,

there is no inerease in the level of expenditure for the program. The
difference represents the cost of care of mentally retarded patients who
are treated in the hospitals for the mentally ill. Last year the funds to
support these mentally retarded patients were budgeted in a different
item. All General Fund money to be spent by by the Department of
Mental Hygiene on mental retardation in 1971-72, except for research,
training and administration, is now grouped together in this single item
request.

Hospital Programs for the Mentally Retarded

The major element of the state hospital program will be basie living
and eare for the 10,959 mentally retarded patients residing in the hos-
pitals. Other services provided from this item include specialized
services to aid the retarded in developing physical, mental, and soecial
skills, State hospital programs for the mentally retarded also serve as
admission, diagnostie, and evaluation centers in those areas which are
not served by the Public Health Regional Centers Program.

The state hospital programs are intended to serve retardates who need
the type of training and care offered only in the state hospitals, and not
available to them in the community.

Declining Populations

During the past few years, the Department of Mental Hygiene hag
been reducing admissions to the hospital programs for the mentally
retarded. This reduetion has been accomplished by utilizing inereased
community placements, and by admlttmg only one person for every
two released. Hospital population is expeeted to decrease through fiscal
1971-72 and will be leveled out at 10,239 in June of 1972. The mainte-
nance of this population level will require the eontinued placement of
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a large number of retarded persons into community care homes, The
department states that by June 1972 the rated bed eapacity for the
mentally retarded throughout the hospital system will be 10,512, Thus
by the end of the 1971-72 fiscal year existing overcrowding of the
facilities for the mentally retarded should be eliminated.

Increasing Patient “Difficulty” Factor

One significant impact of the declining hospital population and the
continued community placement of patients is that increasingly dis-
turbed, multiply hardicapped, and severely retarded persons are com-
ing into the hospitals. This produces a yearly increase in the number
of staff required to deliver the same level of care each year. Over
the past several years there has been a constant increase in the staffing
standards for the hospitals for the mentally retarded. These staffing
standards have been established by the California Commission on
Staffing Standards and are commonly referred to as SCOPE. S8COEE
standards are ealeulated on the basis of time reguired to adequately
care for each patient. The commission has proposed that yearly in-
ereases in the patient ‘‘difficulty’’ factor as reflected in the SCOPE
standards should be inecluded in the staffing caleculations as the future
- hospital population levels off,

Commitment to Staffing Increases :

We recommend that an edditional 160 positions be added in the psy-
chiatric technician and hospital worker calegories for 1971-72 af a
cost of $501,900 end that these positions be added in the same ratio
and on the same schedule as the 160 positions requested in the Gov-
ernor’s Budget.

We further recommend that these positions be financed by a transfer
of $300,360 from Items 242 and 244 as discussed on page 624 of our
Anolysis, by $150,180 from this item resulting from the recommenda-
tion on page 694 of our Analysis, and by an augmentation of $51,120.

In 1968, the Governor accepted the SCOPE standards and directed
that they be fully implemented within five years. Each year, starting
with 1969-70, there has been an inerease in the percentage of staffing
standard delivered. Levels of staffing as contrasted with the SCOPE
standards have consistently been lower at the hospitals for the mentally
retarded than at hospitals for the mentally ill. The SCOPE survey
for 1970, which was eompiled in August, showed an average of 101
percent of standard in programs for the mentally ill and an average
of 84 percent of standard in programs for the mentally retarded. By
June 30, 1971, the level will be at 88 percent of standard in the men-
tally retarded programs.

- For 1971-72, which is the third increment of the five-year program,

the Governor’s budget is proposing to add 160 new positions in the
psychiatric technician and hospital worker categories, These positions
will be added in four segments at three-month intervals to reach a level
of 91 percent of standard at the end of fiscal 1971-72. This 91 percent
figure is based upon the survey conducted in August 1970, and has not
been adjusted for the projected 1971-72 inerease in the “‘difficulty”
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Authorized Position Scale

Relationship of Declining Population, Increasing Difficulty Factor, and Staffing

Chart 1

Increase Policy—Hospitals for the Mentally Retarded
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of illness faetor. The budget request for 160 new positions is offset
by a decrease of 290 positions in 1970-71 authorized posmon made
possible by the declining hospital populations. Thus there is a proposed
net reduetion of 130 positions.

The budget request for 160 new positions is inconsistent with the
present staffing increase policy sinee it does not provide for a full ad-
ditional increment to 94 percent by June 30, 1972,

We must caution that the addition of the 160 augmented positions
we recommend will only bring the staffing level on June 30, 1972, up to
94 pereent of the 1970 SCOPE standard, This means that the stafﬁ.ng
inerements added in the next two fiseal years will have to include ad-
gltlonal staff for the 1971-72 inerease in the “diffieulty or illness’’

actor.

Although there is a declining population, the combined effect of
this accumulated gap in difficulty factor and the savings derived from -
the elimination of 130 positions is that the level of serviee provided
mentally retarded patients will be less during 1971-72 than had been
pro;]ected by the prevmusly adopted policy. These combined effects are
shown in Chart 1 _

Agnews Residential Care Program,

We recommend that the Mental Retardation Program Area Planning
Board from area number seven which includes the Santa Clara area be
requested to submit g report to the Joint Legislative Budget Com-
mittee before the 1979 session on the need for additional care homes
for the mentally retarded in the Senta Clare aree, and that it recom-
mend any necessary changes.

Last year the Legislature augmented the budget under Ttem 123.5
in the amount of $629,000. The purpose of the additional item was to
establish a nonmediecal, regidential care program for the mentally re-
tarded at Agnews State Hospital. Notification in writing to the Joint
Legislative Budget Committee was required before any funds from the
item could be spent,

Progress was made during 1970-71 toward the establishment of the
program, The Department of Mental Hygiene made several drafts of
a suggested program format and cost. Its proposal of October 15, 1970,
was acceptable to the representatives from Santa Clara County who had

" been reviewing the draft proposals. Preliminary arrangements were

made for the remodeling and utilization of several empty wards at the
East campus of Agnews State Hospital,

To date, the Department of Mental Hygiene has not received the
allocaied funds to implement this program. Volume III of the Supple-
mental Program Budget shows on page 336, line 49, that the total
amount appropriated for the proposed program is to revert to the
General Fund.

It is apparent that the department does not plan to implement a
Residential Care Program at Agnews Hospital Statements by the
department and community organizations indicate there is a need for

.residential care facilities in the Santa Clara area. Several state de-
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partments, including Mental Hyglene and -Soeial Welfare, license dif-
ferent clagses of homes for the community care of disabled persons,
Homes for diffieult to handle, mentally retarded adolescents are ap-
parently not being opened in sufficient numbers to accommodate the
need in the Santa Clara area.

DEPARTMENT OF PUBLIC HEALTH
Item 245 from the General Fund Vol. IIT p. 420 Budget p. 154 .

Requested 1971-72 - $10,049,852
Estimated 1970-71 11,674,416
Actual 1969-70 _ - 12,150,839
Requested decrease $1,624,564 (13.9 percent) R _
Total recommended reduction $134,924
’ Analysia.
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS *  page

1. We recommend legislation to provide fees to eover the eost 643
of administering the State Sanitarian Registration Act.

2. We recommend elimination of the discipline bureaus of 646

Nursing, Public Health Social Work, and Health Education, as
well as deletion of the professional and clerical eore staff posi-
- tions in these bureaus at a General Fund reduction of $208,963.
We recommend further that a pool of consultants, with one rep-
resentative each from the disciplines of Nursing, Public Health
Social Work, Health Education, and Nutrition, and neecessary
clerical support be established in the office of the Deputy Director
of the Community Health Services Program'a.t a Qeneral Fund
cost of $69,039.

The net General Fund savings from these changes would be
$134,924 plus operating expenses.

3. We recommend transfer of the Public Health Nurse Certifi- 649
cation program from the Bureau of Nursing to the Board of
Nursing Edueation and Nurse Registration and that provision
be made for the collection of fees to support the administration
of the program,

4. 'We recommend that the $29,450 in General Fund support 649.
of the State Nursing Education Scholarship Act as well as re-
sponsibility for administration of the act be transferred to the
State Scholarship and Loan Commission, the nursing boards of
the Department of Consumer Affairs, or some other a.pproprmte
state agency.

5. As a step toward determining the cost-benefit factors relat- 652
ing to consolidation of data-processing activities we recommend
that the Office of Management Services and the Human Relations
Agency make a fully documented analysis of the technical, man-
agement and fiseal benefits and liabilities of the Bay Area Data
Processing Service Center.
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. Analysis
Pepartment of Public Health-—contmued . page

6. We recommend that the Department of Pubhc Health eval- 655

uate the program measurement data which will be provided by
the Program Accounting Management - Information System
(PAMIRB)}, and develop criteria for its application to depart-
mental programs. We further recommend that the department
begin a thorough training program for those line managers di-
rectly responsible for the use of any management reports pro-
duced by the system so that they may reasonably apply the
erlterla developed.

GENERAL PROGRAM STATEMENT

The Department of Public Health is responsible for workmg with
local health departments for the protection and improvement of the
health status of the people of California. In order to meet these goals,
the department is organized into four programs:

1. Environmental Health and Consumer Protection Services
2. Preventive Medieal Services

3. Community Health Services

4, Comprehensive Health Planning

. Rach program is divided into elements which are responsible for

performing the various aetivities neeessary for accomplishment of the
program goals. In addition, the department maintains six support
bureaus whose objeetives are primarily administrative with only sec-
ondary emphasis on the achievement of program goals. These bureaus
support the activities of program elements by administering some of
the professional personnel in the elements and by providing limifed
technieal -gssistance to. elements desiring such serviee. '

Administrative and supportive services for the programs are pro-
vided by the Management and Planning unit.

Special projeets, funded by federal, private or other state agencies,
are included as part of the program structure but are listed separately
in the budget in order to aid the Legislature in assessing the impact
of these activities on the department.

The department proposes a total support and subvention expenditure
of $107,025,025 in state, federal and private funds for 1971-72. This
is a net increase of $15,141,465, or 16.5 percent, above the $91,883,560
estimated to be expended in the current year. The increase primarily
reflects the transfer of $12,843,000 from the Staté Department of Social
‘Welfare budget to the Mental Retardation subvention item in the De-
partment of Public Health budget.

A breakdown of the departmental expenditures is shown i in Table 1.
ANALYSIS AND RECOMMENDATIONS

- A total support expenditure of $30,899,854 is proposed for the
budget year by the Department of Public Health, This includes $10,-
049,852 from the General Fund, $20,696,25¢ in support, reimburse-
ments and speeial project funds from federal, private and other state

agency sources, $71,913 from the Motor Vehicle Fund, and $81,835
from the Health Faelhty Construction Loan Insurance Fund
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Table 1
Public Health Expenditures Change
’ from
1970-71 197112 1970-11
Department support
General Fund ____________ $11,674,416 $10,049,852 —§1,624,564 {—13.9%)
Federal funds . 4,755,889 4,755,889 _— (0%
Motor Vehicle Fund .~ 54,800 71,913 . 317,113 (+31.2%%)
Health Facility Construction
Loan Insurance Fund..._.- 81,8351 81,8351 — (0%%)
Special projects
Federal funds wo———————— 6,839,977 7,319,988 +980,011 (414.39%)
Private funds wo——————___ 108,564 100,220 —~8,344 (—T7.7%)
Btate special project funds..... 163,442 240,792 +-77,350 (+47.3%)
Subtotals, support _______ $23,678,923 $23,120,489 —§558,434 (—2.49%)
Reimbursements and fees
collected oo 5,388,766 7,779,360 42,300,599 (+44.49)
Net totals, support —— .- $29,067,680 $30,809,854 -—-§1,832,165 (+46.3%)
Regional dialysis centers _____ 821,811 712,848 —108,968 (—13.3%;)
Hyaline membrane study —.._. 190,182 — —190,182 (—100%)
Public health subventions ’ )
General Fund e 26,318,804 39,927,2492 418,608,445 (-4-51.79%)
Federal funds ——— oo _ 35,485,074 35,485,074 - {09%)

TOTAL EXPENDITURES. $91,883,560 $107,025,025 --$15,141465 (4+16.59)
Reeamtulatlon

Generat Pund ____________ $39,005,218 $50,689,949 +$11,684,736 (4-30.09)
Motor Vehicle Fund ______ 54,800 71,013 417,113 (4-31.29%)
Health Facility Construection

Loan Insurance Fund __ 1,835 1 81,8351 - (0%)
Federal funds __—— .. 47, 080 040 48,060, 951 +980,011 (4 2 1%)
Private funds . _______ 8,564 1002 —8,344 (~T.79%)
State funds (excuding General

Fund) 163,442 240,792 +77,350 (+47.3%)
Reimbursements o 5,388,766 7,779,366 2,300,509 (+44.49,)

1881,835 in 1970-71 represents a loan from the Generat Fund, which was not expended and i3 carrled
over to the 197172 fiseal year,
T Includes $12,843,000 previously budgeled to the State Department of Social Welfare,

The proposed General Fund appropriation of $10,049,852 is $1,624,-
564, or 13.9 pereent, below the amount estimated to be expended in
the current year from the Geperal Fund, This reflects decreases in
personnel and aectivities which the department has proposed for -the
budget year as well as a change in the accounting procedure for de-
partmental reimbursements and revenues, Revenues are now accounted
for as reimbursements in the budget year and may be used to offset
General Fund cost.

The department proposes a total of 1,444.3 authorized positions to
: perform program duties including admlmstratlon of local assistance.
This is a net deerease of 33.9 positions from the 1,478.2 positions
authorized for the current year. As in 1970-71, no new General Fund
supported positions are proposed by the department for the budget
year,
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ENVIRONMENTAL HEALTH AND GONSUMER
PROTECTION SERVICES PROGRAM

The purpose of this program is to control those factors in the en-
vironment which may be detrimental to personal health and to main-
tain surveillance and control over the production and sale of consumer
goods which may be harmful to an individual’s health.

In order to meet these goals, the program is divided into the follow-
ing elements: Food and Drug, Radiological Health, Water Sanitation,
Vector Control and Solid Waste Management, Occupational Health and
Environmental Epidemiology, Sanitarian Services and supportive lab-
oratory services.

The budget proposes $8,544,549 from all funds in support of this
program which is $101,018, or 1.2 percent, above the amount expected
io be expended in the current year. While the total support alloca-
tion has increased slightly in the budget year, the General Fund cost
has decreased by $537,623, or 8.7 percent. This can be attributed to
two factors: (1) the bureaus in this program are performing more
contract activities for which reimbursements are received; and (2) the
General Fund supported activities of the Oceupational Health and
Environmental Epidemiology element have been reduced by $303,360
due to recent federal 1eg1slat10n in this area.

Within this program we will diseuss only those elements where the
department has made a major change or where we recommend a change.

Radiological Health Element

Chapter 1504, Statutes of 1969, requires the Department of Publie
Health to approve schools of radiologie technology and certify radio-
logic technologists and licentiates of the healing arts who use X-ray
equipment.

The department has administratively added four professional and
seven clerical positions to implement the law during the current year
and proposes their continuation in the budget year. All-of these posi-
tions are reimbursed by fees.

We recommend continuation of these positions.

Vector Control and Solid Waste Management Element

Chapter 1571, Statutes of 1970, provides funds to the Department
of Agriculture for research, detection and eradication of agrieultural
pests and diseases. The ultimate objective is to find alternatives to
pesticides and/or ways to reduce the use of pesticides. Under a reim-
bursement agreement with the Department of Agrieulture, the De-
partment of Public Health is to receive part of these funds to perform
urgent mosquito detection and eradication aetivities.

Four assoeiate sanitary engineer and three associate vector control
specialist positions are proposed in the budget year to perform these
tasks. The positions will be funded through a reimbursement agree-
ment with the Department of Agriculture.

We recommend approval of the sevem proposed positions.
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Qccupational Health and Environmental Epidemiology Element

Eleven professional and 1.5 techniecal positions in the Oecupational
Health segment of this element have been deleted in the budget year.
This is a result of reeent federal legislation which superseded some of
the state’s control responsibilities in the area of oceupational health
protection, The deletion of these positions resulis in a General Fund
saving of $303,360.

Bureau of Sanitarian Services

We recommend legislation to amend Section 548 of the Health and
Safety Code to provide for the collection of fees by the Department
of Public Health to cover the cost of administering the State Sami-
tarian Registration Act,

The Bureau of Sanitarian Services is a new bureau included in the
budget for the first time this year. It is prineipally a ‘‘diseipline’®
bureau and represents a consolidation of all of the members of the
sanitarian profession, or diseipline, within the department into one
burean, The Sanitarian Services Bureau is responsible for identifying
needs for sanitarian services within the department and for super-
vision of its members including those assigned to other elements. Simi-
lar diseipline bureaus for nurses, social workers, health edueators, nu-
tritionists, and- statisticians also exist in the department. Unlike other
diseipline bureaus, however, the Sanitarian Bureau is actually a pro-
gram element with its own program responsibilities. The Bureau of
Sanitarian Services is responsible for review and evaluation of local
health department environmental health programs and for administer-
ing the State Sanitarian Registration Act. In addition, the bureau is
performing services under contract to other state agencies.

Certification and registration of sanitarians by the Department of
Public Health is required by state law. The Health and Safety Code
provides for a $25 examination fee from those sanitarians applying
for certification. This fee, however, only partially offsets the costs of
administering the program. Unlike other fees charged to applicants
who wish to pursue an oceupation licensed by the Public Health De-
partment, the fee covers only the cost of the required examination. It
does not cover the department’s administrative cost of eertifying an
individual to praectice the occupation.

PREVENTIVE MEDICAL SERVICES PROGRAM

The objective of the Preventive Medieal Program is to establish,
expand and improve personal health services. This ineludes studies
and investigations to identify and prevent the major causes of illness
and death as well as development of services in cooperation with pri-
vate and public providers of medical care.

To accomplish these goals, the program is divided into the following
elements: Adult Health and Chronic Disease, Infeetious Disease, Crip-
pled Children, Maternal and Child Health, Mental Retardation, Mal-
nutrition, and Emergency Medical Serviees.
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Adult Health and Chronic Disease Element

The department proposes curtailment of General Fund support for
the California Tumor Registry in the budget year. Eleven positions
are to he deleted at a General Fund saving of $177,267.

The California Tumor Registry collects data on the incidence, treat-
ment and survival rates of all types of cancer through a contract with
a group of California hospitals. A eatalog of all reported cases is com-
piled monthly, and these data are available to all members of the medi-
cal community upon request and at no charge in order to aid them in
the treatment of cancer patients.

The department states that the activities of this registry are neither
statutorily mandated nor essential to the funectioning of the other
departmental elements. The past records of the Tumor Registry will
continue to be available to members of the department and the medieal
community who desire them,

Infectious Disease Element

The three positions in the tubereulosis control section of this element
are proposed for elimination in the budget year at a General Fund
savings of $79,006. The Microbial Dlsease Laboratory will continue its
activities related to tubereulosis control, and the infectious disease
element will absorb the activities previously performed by the tubercu-
losis control section.

Malnutrition Element

The department proposes elimination of the Malnutrition Element
of the Preventive Medical Services program in the budget year. As a
result, four professional and two clerieal positions are proposed for
deletion at a General Fund savings of $132,444. .

The Malnutrition Element consists of the discipline bureau for nutri-
tionists in the department. (A discipline bureau eonsolidates all of the
members of an occupation in one administrative burean.) In addition
to its own program respousibilities, the bureau is responsible for iden-
tifying nutritionist manpower needs throughout the department and
for technical guidance to the nutrition personnel assigned to other
units. The discipline also aids in the selection of all nutritionists for
the department, and is responsible for the administration of all nutri-
tionists including those assigned to other bureaus.

In the budget year, all of the bureau’s program activities will be
absorbed by other elements. The nutritionists presently assigned to
other program elements will be permanently transferred to those ele-
ments. The professional and clerical positions in the bureau itself have
been deleted.

We recommend approval of these deletions and fransfers.

Emergency Medical Services Element

Pursuant to Chapter 1084, Statutes of 1969, an Emergency Medical
Serviees element was established in the current year and is proposed
for continuation in the budget year. The purpose of the element is
to work with loeal jurisdictions to improve the level of care given
individuals in emergency medical situations.
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The element was ereated by realignment of existing resourees in the
Adult Health and Chronic Disease element and no new positions or
funds have been proposed in either the current or budget year.

We recommend approval os budgeted.

COMMUNITY HEALTH SERVICES PROGRAM

The goal of the Community Health Services Program is the devel-
gpment of effective loeal health services. This includes development of
adequate local health manpower through financial and informational
assistance as well as development of sufficient health facilities through
planning, construction, licensing and certification, Funds in excess of
$39,000,000 in state subventions and federal grants-in-aid are admin-
istered by this program to provide assistance to local health agenecies
and facilities,

The Community Health Serviees Program is composed of three
major program elements: Loeal Public Health Services, Health Faeil-
ities Licensing and Certifieation, and Health Facilities Planning and-
Construction ; and three support, or discipline, bureaus: the Bureau
of Nursing, the Bureau of Public Health Social Work, and the Bureau
of Health Education.

The department has proposed the elimination of one regmnal eo0T-
dinator position in this program in the budget year. Previously, the
state was divided into three regions, each with its own eoordinator. For
greater efficiency and coordination with the Office of Comprehensive
Health Planning, the three regions have been eonsolidated into two
which coincide with those of the Comprehensive Health Planning
regional-plan.

Local Public Health Services Element

In the budget year, two former elements, the State Plan and Assist-
anece for Local Public Health Services and Contract County Serviees,
are consolidated into one element. The consolidation is to ereate greater
clarity in the program hudget statement and does not represent a.
change in program.

Health Facilities Licensing and Certification Element

~ Twenty-one positions were administratively added to this element

during the current year and are proposed for continuation in the budget
year. These positions are necessary to perform certification and eon-
sultative services to assist health facilities throughout the state to
gualify as providers of service under Medicare (Title XVIII) and
Meadi-Cal (Title XIX), These positions will be totally supported by
reimbursements from the federal government and are justified on a
workload basis. : ~

General Fund support for this element has been reduced in the
budget year by $311,617 as a result of reimbursement support agree-
ments with the federal government and the Department of Health
Care Services.

We recommend wpproval of these positions..
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Health Facilities Planning and Construction

Chapter 1206: Statutes of 1970, provides that areawide health
planning agencies be funded beginning July 1, 1971, from fees for
annual licensure of health faeilities collected by the Department of
Public Health. Five positions are proposed in the budget year to meet
the workload requirements for administration of this statute. The posi-
tions are justified on a workload basis and will be supported by reim-
bursements, '

We recommend approval of these positions,
Elimination of Three Support (Discipline) Bureaus

We recommend elimination of the discipline bureaus of Nursing,
Public Health Social Work, end Health Education and the deletion of
their professional and clerical core staff af ¢ Genergl Fund saving of
203,963 (§48,254 federal funds) plus operating expenses and support
costs. In liew of the separate discipline burcous we recommend the
establishment of a pool of consultants with representatives from the
professions of nursing, public health social work, health education and
nutrition at an estimated General Fund cost of $69,039 ($16,209 in
federal funds). The net effect of this recommendation i3 a General
Pund saving of $134,924, plus operating expenses. :

The department has maintained six discipline bureaus during th
current year. They are the Bureaus of Nursing, Public Health Social
‘Work, Health Education, Nutrition, Statistieal Services, and Sanitarian
Services. These discipline bureaus represent administrative consolida-
tion of all members of an ocecupation within the department into group-
Ings according to professional classification. Although all personnel of
the above professional groups such as nurses are budgeted in a disei-
pline bureau, the majority of the professional personnel are assigned
to other bureaus or program elements. A core staff of consultants and
clerical personnel remains in the discipline bureau to perform the
bureau’s assigned tasks.

This method of grouping professional or teehnical personnel does
not coincide with the program organization of the department and
actvally may hinder the department in the achievement of its objectives
by adding to the administrative layers required for operation of the
department. Thus, we propose elimination of three discipline bureaus
and the adininistrative transfer of those professional personnel to the
program elements to which they are presently assigned. We also recom-
mend the elimination of eore staff positions, both professional and
clerical, remaining in the discipline bureaus. In place of the discipline
bureaus we are recommending the establishment of a pool of profes-
sional consultants of the above diseiplines within the Community Health
Services Program.

With regard to the Public Health Department’s other three discipline
bureans, the department has itself proposed deletion of the Bureau of
Nutrition in the budget year. Unlike the three bureaus above, the
Bureaus of Statistical Services and Sanitarian Services are functionally
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related to the programs they serve. The Bureau of Sanitarian Services
is a program element in itself through the development of the environ-
mental health programs of local health departments.

The program budget (Budget Supplement Volume IIT, page 444,
line 77) states that the support bureaus facilitate health programs
loeally and coordinate and provide assigned personnel and technical as-
sistance to a variety of departmental elements.

'~ ‘We'have reviewed the reasons presented in the budget and additional
departmental material justifying the existence of the bureaus. The
following are the reasons presented and our comments,

1. Assistance to program elements in selection of new discipline

personnel and transfer of personnel.

A discipline bureau chief may only aid a program element chief in
choosing new personnel by assessing the applicant’s professional stand-
ing and capabilities. The element chief must decide whether or not
that individual will fit into this working group and if that individual
has particular abilities with respect to the element chief’s specialized
program area. Discipline bureau chiefs are rarely called upon to
perform this funetion.

Discipline bureaus are also responsible for transfer of their em-
ployees from one program element to another if the discipline bureau
determines the need for a consultant in one element is greater than
in another. A survey of discipline members revealed that such action
rarely, if ever, occurs. In addition, decisions to transfer personnel are
actually defermined by program or element chiefs on the basis of pro-
gram needs or reductions of such needs. The transfer of discipline
personnel is the result of program deeisions and the diseipline bureau
chief is ineluded only as an administrative rubber stamp for the trans-
fer of his people. -

2, Technical guidance to diseipline persennel assigned to program

elements.

It should be emphasized that all discipline members are classified
by the department as ‘‘consultants.’’ They are highly trained and
highly qualified professionals. Any further technical assistance they
would need would not be in the performance of their professional tasks
but with regard to their particular program specialty. This assistance
is provided by their element chief and the program staff.

3. Identification of departmental manpower needs in the various

diseiplines,

Possibly the most significant output of the diseipline bureaus has
been the identification of areas within the department in which the
skills of a member of a partieular diseipline could improve that ele-
ment’s program.

Studies have been done by the bureaus in manpower utilization in
the areas of nursing, public health social work, health edueation, and
nutrition. The bureau recommendations have been followed only oc-
casionally. While this may be primarily attributable to finaneial con-
straints of the department, the fact remains that continued and con-
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tinuous study of departmental needs in terms of additional diseipline
personnel has limited value and is always in danger of being self-
serving.

Periodic evaluation of a diseipline’s potential for service to the de-
partment can be of value. It can, however, be accomplished with much
less manpower. For instance, an ad hoe committee of the discipline
specialists within the department could be established for this purpose.
As part of the program structure, these individuals are more able to
see gpecialized personnel needs in terms of program needs.

4. Miscellaneous departmental aetivities,

In addition to performing discipline bureau duties, some discipline
bureaus have minor departmental responsibilities. In all cases of
bureauns proposed for elimination, these responsibilities could be placed
within program elements or outside of the department in more ap-
propriate ageneies, These responsibilities are invariably related to ac-
tual programs or agencies which could absorb them and possibly ac-
complish them more effectively, e.g. the administration of the Public
Health Nurse Certification function by the Department of Consumer
Affairs which we later recommend,

5. Assistance to loeal health departments and assessment of their
activities,

Discipline bureaus work with the Local Public Health Services ele-
ment to promote and support development of effective local programs.

‘While the department maintains that discipline bureau activities
are essential to the department’s funetioning, it has itself proposed
the elimination of a discipline bureau, the Burean of Nutrition, in the
budget year. All of its functions will be absorbed by the program
struetures and four professional and two clerical positions (the entire
core staff) will be eliminated. Thus it appears the department itself
iz moving toward consolidating funetions in program elements rather
than maintaining support buareaus.

The department proposes this change at no additional eost to other
elements and states that a General Fund savings of $132444 will be
realized by the elimination of this bureau. .

Special Consultant Pool

In order to perform the primary responsibilities of the current dis-
cipline bureaus, a pool of consultants should be established in the office
of the Deputy Director of the Community Health Services progranm.
This pool would be principally responsible for assessment of local
health programs, The pool consultants would also serve as liaisons be-
tween the department’s program elements and the local health depart-
ments in order to provide them with the teechnical program assistance
they may need.

The consultants chosen for this pool should all be from the highest
personnel classifieation (i.e., nursing econsultant III, ete.) of their
discipline in order to insure the experience and competence necessary
for such a pool. These top-level consultants could continue to serve
in an advisory capacity to the department with regard to discipline
manpower utilization,
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In addition, the potential for interdisciplinary interaction and co-
operation is much greater within a pool of comsultants with the same
goals than is currently possible with four separate diseipline bureaus
located in different departmental programs and pursuing various goals.

Public Health Nurse Certification Function

"We recommend transfer of the Public Health Nurse Certification
function from the Bureou of Nursing to the Board of Nursing Educa-
tion and Nurse Registration of the Depariment of Consumer Affairs
and that provision be made for the collection of fees to suppori the
administration of the program.

Currently, the Bureau of Nursing administers the Public Health
Nurse Certification Program on a nonfee support basis. The Board of
Nursing Education and Nurse Registration in the Department of Con-
sumer Affairs is responsible for the certification and registration of all
registered nurses and for licensure of all schools of nursing within the
state. This includes certification of eduwcational programs in publie
health nursing. It appears that a program of certification of publie
health nurses is more closely related to an agency whose primary pur-
pose is licensure and certification of registered nurses and nursing
schools than it is to a bureau which has as its main function the super-
vision of departmental nursing activities.

The Bureau of Nursing estimates the eost in personnel time alone for
administration of this program to be $13,364, If this activity were to be
carried on in an agency where similar activities were being performed,
administrative costs could probably be reduced considerably. In addi-
tion, professional nursing time now taken by the administration of
the program could be freed for more appropriate uses.

This recommendation is in accordance with the proposed reconstrue-
tion of the Department of Health and can be accomplished regardless of
the adoption of our previous recommendation for elimination of the
Bureau of Nursing, The proposal for the remodeling of a Department
of Health includes the bringing together of all licensing funetions re-
lated to a specific discipline. Ultimately the 10 healing art boards in
the Department of Consumer Affairs are to be ineluded in the proposed
Department of Health.

State Nursing Education Scholarship Function

We recommend thot the $29,450 in General Fund support of the
State Nursing Education Scholarship Act as well as responsibility for
administration of the act be transferred to the State Scholarship and
Loan Commission, the nursing boards in the Department of Consumer
Affairs, or some other appropriate stofe agency.

The department provides scholarships to registered nurses who wish
to obtain a higher nursing degree and who agree to assume an em-
ployment obligation in California either in teaching or in supervision
in a eclinical nursing area upon completion of their studies. The Board
of Nursing Edueation and Nurse Registration as well as the Board of
Voeational Nurse and Psychiatric Technician Examiners also maintain
nursing scholarships. Thus, the administration of nursing scholarships
is not only fragmented but it also detached from the other scholarship
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programs of the state, Transfer and consolidation of these scholarship
programs would simplify their administration and potentially Improve
their aceessability to those who seek such aid.

COMPREHENSIVE HEALTH PLANNING PROGRAM

The Office of Comprehensive Health Planning was established in
1967 with federal funds provided by Public Law 89-749, the ‘‘ Compre-
hensive Health Planning and Public Services Amendments of 1966,
The purpose of the program was to improve the delivery of health
services by providing for coordinated planning in both health man-
power and facilities development at the regional and state level by a
team of public and private providers and consumers of health services.
In order to achieve these goals, the office is currently pursuing the
following objectives:

1. Organization for Comprehensive Health Planning.

An integrated, continuing planning process must be organized and
maintained at state, federal and loeal planning levels.r After four years
eight of the proposed nine areawide planning agencies have been ap-
proved and. are funectional. At the local level, 12 counties are still not
included in local health planning ageneies. It appears that the state
agency, the Office of Comprehensive Health Planning, should be placing
more emphasis on the organization and development of functional abil-
ity and competence at the local level. It is at this ‘‘grassroots’’ level
that econsumer/provider interaction, which Comprehensive Health
Planning nationally eonsiders to be so important, has the most poten-
tial for constructive impact.

Achievement of organization throughout the state also requires com-
munication with other planning agenecies. In 1965, federal legislation
established the Regional Medieal Program ‘‘to bring new medical ad-
vances in the treatment of heart disease, cancer and stroke to the peo-
ple.”” To organize such an effort, regions, different from those estab-
lished by Comprehensive Health Planning, were defined. Hence, Re-
gional Medical Programs have planned for special services, manpower,
and faecilities separately from Comprehensive Health Planning. This
year, federal legislation was passed. which requires cooperation and
cross-representation of Regional Medical Programs and Comprehensive
Health Planning groups. In the next year effort must be made at the
state level and the areawide level to insure that such ecommunication is
meaningful in eliminating the potential for overlap or conflict,

2. Assessment of Health Problems and Resources.

This will be a continuing function of the office and possibly its most
significant, Continual awareness of the status of the health of the peo-
ple as well as that of health resources is essential for maintaining an
efﬁcmnt systemt of health care delivery. Assessment of health pro-
grams and resources is essential for all health planning as well as
development of the state plan.

3. State Plan for Health, Planning Recommendations, and State Pro-
gram for Planning,
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The State Health Planning Council, a group of providers and eon-
sumers of health services, and the Office of Comprehensive Health
Planning, which serves as the Planning Council’s professional staff,
are the prime evaluators of the state’s health care delivery system.
The council and the staff utilize the information they assemble in devel-
oping the State Plan for Health and their Planning Recommendations,
and they serve as the main source of health planning information for~
private and publie decision makers.

The State Plan for Health, which includes both the private and
public providers’ and consumers’ plans and needs, is an essential ele-
ment in the development of adequate health facilities and services by
the private and public sectors at the national, state, regional and local
levels. Development of this plan should be a major priority of the
Office of Comprehensive Health Planning. While development of the
state plan was one of the initial responsibilities given Comprehensive
Health Planning in 1967, no plan has yet been developed. The current
staff has been working on the plan for a year now and hopes to pro-
duce a working document by the end of Januvary 1971. Public hearings
with regard to the plan are to be held in March, and hopefully a final
plan is to be proposed by July 1, 1971,

Chapter 1451, Statutes of 1969, requires areawide planning agen-
gies to approve the construction of new health facilities., Chapter 1457,
Statutes of 1969, requires the Health Planning Council to review all.
special project applications for federal funds. To meet workload re-
guirements of this legislation, one professional and one clerical posi-
tion were administratively added in the eurrent year and are proposed-
for continuation in the budget year.

Four positions previously located in other state agencies and funded
by interagency agreements were administratively added by the depart-
ment in the current year and are proposed for continuation in the
~ budget year. All six of these positicns are federally funded.

We recommend approvel of these positions.

MANAGEMENT AND PLANNING

The Management and Planning unit provides staff and support serv-

ices to the director and to program personnel. This includes allocation
and management of fiscal and manpower resources, program assess-
ment and miscellaneous support services.
" The program has three major elements. BEach element contains sev-
eral bureaus, with each bureau having its own program responsibilities,
The elements and the bureaus they ineclude are as follows:

Office of Figeal and Management Services

Bureaus: Program and Budgeting Services, Program Analysis
Unit, Fiscal and Accounting Services, Field Audit Unit, Ad-
ministrative Services and Vital Statistics Registration. .
Office of Special Services
Bureaus: Statistical Services, Data Processing Center, Manpower
Management and Development, and Center for New Health Ca-
Teers,
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Laboratory Serviees
Laboratories: Air and Industrial Hyglene, Tood and Drug, Sani-
tation and Radiation, Public Health Laboratory of Southern
California, Clinical Ohemistry, Mierobial Disease, and Viral and
Rickettsial Disease.

Data Processing Element

The Department of Public Health obtains its electronie data-proe-
essing services from the Bay Area Data Processing Service Center
(BADPSC) which is physically and funetionally housed in the de-
partment. The department’s share of the BADPSC proposed 1971-72
budget is $677,228, 2.5 percent above the cstimate for this fiscal year.
This amount represents nearly 46 percent of the center’s total budget,
Although there are eight departments scheduled to participate in the
BADPSC, the only other departments which receive significant levels
of service at this time are the Department of Industrial Relations in
San Franciseo, which has a remote job-entry terminal, and the Depart-
ment of Health Care Services which Sends its work to the center by
messenger on a monthly basis.

The department utilizes electronie data processing (EDP) in its
programs of disease control, licensing and certification, and research.
In addition, administrative activities and the Program Accounting and
Management Information System (PAMIS) will be supported by EDP,
The PAMIS project is discussed in another section of this analysis.

Bay Area Data Processing Service Center

In the Short-Range Master Plan for Electronic Data Processing re-
leased in December 1968 by the Office of Management Services (OMS),
it was recommended that a Data Processing Service Center be de-
veloped to serve the state departments geographically located in the Bay
Area. In May 1970, a Long-Range Master Plan for the utilization of
electronic data proeessing was developed by OMS and adopted by the
Cabinet and the State Electronic Data Processing Policy Commiites.
This master plan ereated a consolidation group within the Human Re-
lations Ageney and assigned the responsibility for consolidating all
departmental data-processing services to this group. The manager of
the BADPSC represents both the center and the department in this
group. Consolidation Group No. 1 is now in the process of determining
the degree to which agency consolidation is possible and which depart-
ments will be affected. To date no decision has.been reached concern-
ing the future of the BADPSC, and the center has therefore continued
to develop as originally planned

In the past we have recommended consolidation of data processing
services which the Legislature has endorsed. Many of the savings and/or
cost questions relating to consolidation have remained unanswered.

As a step toward determining the cost bemefit factors relating to
consolidation of date-processing activities we recommend that the Office
of Management Services and the Human Relotions Agency make o
fully documented amalysis of the technical, management and fiscal
benefits end Liabilities of the Bay Area Date Processmg Service Center,
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The principal activity of BADPSC during the current year has been
the transfer of data processing services from the Department of In-
dustrial Relation’s computer to the center’s ecomputer. This conver-
sion, although on schedule, has resulted in many technical and ad-
ministrative problems. These problems relating to the Departmnet of
Industrial Relations are still not completely resolved,

Rate Increases

The BADPSC has found it necessary to periodically raise the rates
for ecomputer service. Customers have been billed at a higher rate with
little or no advaneed notice, and these bills have sometimes asked for.
an additional payment for service already paid for. Since July 1969,
billing rates to outside customers have inereased by nearly 50 percent,
from $65.01 per hour to $94.63 per hour. As a result, user departments
have found it extremely difficult to plan and budget for EDP services.

The basie causes for the rate inereases have not been fully deter-
mined, An initial inerease in cost for equipment and software was.
expected because of the expansion of the service eenter facility. How-
ever, & 50-percent increase raises many questions related to basic cost

data which should be answered.

Statewide Standards Needed

The administrative and operational developments at the BADPSC
have statewide significance because this center was intended to serve
as a prototype for other future consolidations. The experience which
should result from the development of this service eenter can have
statewide benefit. Therefore, it is important that all pertinent facts re-
garding the BADPSC be determined and documented so that the state
can develop gu1dehnes and standards for future consclidations of EDP
resourees.

Program Accounting and Management Information System (PAMIS)

The Department of Public Health has recognized that program budg-
eting and accounting has the potential for providing an improved man-
agement capability for betier resource alloeation, management control
and performance reporting. To develop this eapability, the department
began the development of PAMIS late in fiseal year 1969-70. A num-.
ber of other state departments are also in various stages of development
of fiscal management information and aceounting systems such as the
Departments of Mental Hygiene and Social Welfare, The Department
of Water Resources has operated an automated program budgeting and
accounting system for a number of years, which has, in some cases,
been used as a model for these other developments.

Total Management Program

This project is one part of a total program intended to provide a
eomprehensive set of management tools with which to carry out the
department’s goals and objectives. Other elements of the program are
(1) reorganization wherever possible to reduce to a minimum the
difference between the funectioning organization and the programs, (2)
continual refinement of measures by which program accomplishments.
may be assessed, (3) periodic review of departmental programs and
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Department of Public Health—Continued

objectives, and 4) specialized training of administrative and opera-
tions personnel in program budgeting concepts and technigues.

Three Phases of Development

PAMIS is being developed in three phases over a 12-month period.
Phase I, Definition of Systems Coneepts, is complete, and Phage IT,
Detailed Systems Design, is nearly complete. Phase III, Implementa-
tion, will begin concurrently with the final stages of Phase II, and
the system will be fully operational by July 1, 1971. A report of Phase
I has been published which identifies eight alternatlve systems designs
that would satisfy the operating requirements of the PAMIS. These
alternatives range in price from a low of $31,850 to use the Depart-
ment of Water Resources System with no modifieations to a high of
$134,000 to purchase the Water Resources System for use on the Bay
Area Data Processing Service Center {(BADPSC) electronie data proc-
essing equipment whieh is housed in the Department of Public Health.
The department chose an alternative which will cost the state $116,823
for implementation and an estimated $300,000 per year for operations.
This alternative provides for an accounting system design tailored to
the Department of Public Health’s needs and represents major modifi-
cation of the department’s present manual processes. The alternative
selected can utilize the computer facility at the BADPSC, with a mini-
mal increase in hardware capability. The significant cost factor in the
implementation of PAMIS is for computer programming, which con-
stitutes 41 percent of the total projeet cost. .

Unnecessary Cost to State

"Although we are in basic aceord with the concept and design of the
PAMIS, we believe the system could have been designed at a signi-
ficantly lower cost, perhaps as much as 50 percent, if the state had
utilized its own resources instead of cnntraetmg with a private consult-
ant for design services,

Over the past half-decade, the state has increasingly looked to private
consultants for the design and implementation of fiseal and personnel
information systems. The Departments of Mental Hygiene, Social Wel-
fare, Water Resources, Public Works, Finance, and others, have all
relied heavily on outside resources for the design and implementation
of their respective systems. As a consequence, each of these departments
has a distinct system design tailored to its needs. However, these de-
signs may be inadequate to meet the overall management needs of the
state. All of the various designs meet the minimum aceounting stand-
ards of the State Administrative Manual (SAM), but many lack the
significant design feature which will allow for future enhancements
of program budgeting concepts. Nearly every consultant or contractor
developing the basic design has claimed that its design was a significant
breakthrough in approach to providing pertinent information to man-
agement with which to bring about changes which ultimately result in
an improved program. This unilateral approach to design will result
in a situation where the various systems are operationally incompatible.
Although the basic design concepts are similar, coding struetures, report
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formats, and the level of detail of information vary greatly. The great-
est impact of this proliferation of systems will be on the agencies, the
Governor’s Cabinet, and the Legislature, who are responsible for for-
mulating policy and plans which cut across departmental lines. Our
experience to date in monitoring these systems is that, once the project
is implemented, managers are-unprepared to analyze the information
contained in the new reports. The result is stacks of unused manage-
ment reports and little substantive change in program achievement.

The PAMIS project is a perfect illustration of this situation. The
firm which was engaged by Public Health was also the firm that de-
signed the Department of Water Resources (DWR) system in 1966.
The Department of Water Resources projeet was intended to provide
a prototype which could easily be adapted to suit many other depart-
ments sinee the design was to be based on management coneepts com-
mon to all departments, Further, state employees were to aetively
participate in the design and implementation of the system, thereby
providing a nucleus of qualified personnel for future development
efforts. A

In 1970, the same consulting firm rejected some of the design eon-
cepts at DWR as impractical or inappropriate for application to the
Department of Public Health, illustrating the overstatement of wver-
satility made during the DWR design. Over the years we have seen
similar cases of overstatement by consultants as well as state officials
connected with particular projects. In our judgment, these statements
were probably made in good faith, but without precise knowledge or
insight into the ultimate operation of the system. We recommend that
the Department of Public Health evaluate the program metsurement
data which will be produced by the PAMIS and develop criteria for
its application to departmental programs. We further recommend that
the depariment begin o thorough training program for those line man-
agers direotly responsible for the use of any management reports pro-
duced by the system so that they may reasonably apply the criteria de-
veloped,

Department of Public Health
 REGIONAL DIALYSIS CENTERS

Item 246 from the General Fund Vol III p. 432 PBudget p. 237
Requested 1971-72 _ . $595,248
Available from Chapter 1499, Statutes of 1970 __________ 117,600

712,848
Estimated 1970-71 _ : 821,811
Aectual 1969-70 ____ —— — 306,952

Requested decrease $108,963 (13.3 percent)

Total recommended reduction . mceemmomcmme None

GENERAL PROGRAM STATEMENT
Chapter 1988, Statutes of 1965, authorized the Department of Publie
Health to establish two regional renal dialysis centers. Chapter 1499,
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Regional Dialysis Centers—Continued

Statutes of 1970, appropriated $350,000, without regard to fiseal year,
for establishment of three home d1a1yS1s training centers. Chapter
1500, Statutes of 1970, appropriated $388,000 for the establishment of
two additional regional dialysis centers and authorized the establish.
ment of up fo four centers.

The purpose of the regional centers is to provide treatment through
renal dialysis and/or kidney transplantation to patients suffering from
chronic uremia (kidney disease). The centers also provide training in
home dialysis to those patients and their families who are determined
to be suitable for such training. In addition, training of medical per-
sonnel to staff new dialysis units is a funetion of the centers.

The Department of Public Health acts only as a granting agency
for state funds which are appropriated for the establishment and con-
tinuation of regional centers.

ANALYSIS  AND RECOMMENDATIONS

We recommend approval.

The department proposes a (eneral Fund appropriation of $595,248
and $117,600 remaining from Chapter 1499, Statutes of 1970, or a total
of $712,848 for the development and support of four regional treatment
and three home training centers. The proposed expenditure is $108,963,
or 13.3 percent, below that estimated to be expended in the current
year. The decrease results from the fact that initial costs for equip-
ment will be funded during the eurrent year.

A total of $295,248 of the propesed expenditure is for continuing
support of the two regional centers in Lios Angeles and San Francisco
which were established in the 1966-67 .fiscal year. This amount is
$35,000, or 13.4 percent, above that estimated to be expended in the
current year. The department states this is the result of a caseload
increase of $25,000 and a priee increase of $10,000. '

Ag stated above, Chapter 1500, Statutes of 1970, provided $388,000
in the current year for establishment of two additional dialysis centers.
The department proposes an additional appropriation of $300,000 in
the budget year for development of these centers. The specific center
sites had not been determined at the time the budget was prepared.

Of the $350,000 appropriated by Chapter 1499, Statutes of 1970,
for establishment of home dialysis training eenters, $172,500 is esti-
mated to be expended in the current year, $117,600 is proposed in

.the budget year, and $59,900 is avajlable for the 1972-73 fiscal year.

In December 1970, a special committee was appointed by the Director
of the Department of Public Health to review the applications for the
proposed training and dialysis eenters. The committee is to submit its
recommendations to the director and the eontracts for the centers are
to be signed by the end of this fiscal year. :
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DEPARTMENT OF PUBLIC HEALTH
Ttem 247 from the Motor Vehicle

Fund Vol III p. 426 Budget p. 237
Bequested 1971-7T2 __ ' — $71,918,
Estimated 1970-71 _— _ 54,800
Actual 1969-70 __ 64,795

Requested increase $17,113 (31 percent)

Total recommended reduction _—_ None

" GENERAL PROGRAM STATEMENT

The Department of Public Health is responsible for determining the
medical effeets of air pollution. To support this activity, the depart-
ment maintains three professional pesitions and one clerical position
in the Oceupational Health and Environmental Epidemiology element
who coordinate their work closely with the Air Resources Board. Be-
cause these activities are directly related to air pollution, they are
supported from the Motor Vehicle Fund,

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

The budget proposes an appropnatmn of $71,913 to support four
positions and related lab support in the Department of Public Health.
The requested -appropriation is $17,113, or 31 percent, higher than the
amount requested for the current year. The increase is due to in-
creased overhead costs and & reevaluation by the Department of Pub-
Lic Health of total actual costs. No new positions are proposed and no
added workload is expected in the budget year.

Department of Public Health
CRIPPLED CHILDREN SERVICES

Item 248 from the General Fund Vol, III p. 436 Budget p. 237

Requested 197172 ———— $12,680,400

Estimated 1970-71 — . 13,618,400

Actual 1969-70 13,590,621
Requested decrease $938,000 (6.9 percent)

Total recommended reduction None

GENERAL PROGRAM STATEMENT

The Crippled Children Services (CCS) element of the Preventive
Medical Program provides corrective services to children -born with
congenital deformities serious enough to endanger life or resujt in
permanent deformity, The services provided by the program are diag.
nosis, treatment and therapy.
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Lrippled Children Services—Continued

These services are administered ‘‘independently’ by 23 counties,
with populations over 200,000, under standards and procedures devel-
oped by the Department of Public Health. For the remaining 85 ““de-
pendent’’ counties, with populations under 200,000, the department
administers the program directly. Each county is required by Sections
249-271 of the Health and Safety Code to appropriate funds to help
support the cost of the program. County funds are matched on the
basis of three dollars state and federal funds for each dollar of county
funds. In addition, families are required to contribute to the cost of
treatment services based on standards and formulas developed by the
department. .
ANALYSIS AND RECOMMENDATIONS

We recommend approvel.

The budget proposes a total program expenditure of $24,318195
ineluding state, county and federal funds, and family repayments.

Table 1
Crippled Children Services—Program Expenditures
1569-70 1970-7¢ 1971-72

State $13,590,621 $13,618,400 $12,680,400
“Clounty 6,423,511 8,728,837 6,864,000
Federal 1,416,911 2,129,912 2,129,012
Reimbursements 94,200 364,188 363,883
Family repayments 761,003 930,000 2,280,000
Totals $22,276,256 §23,771,337 $24,318,195

The requested Genera! Fund appropriation is $12,680,400, or $938,.
000 below the amount estimated to be expended in the ecurrent year.
This General Fund reduction does not represent a decrease in the Ievel
of service. The total program will be increased by $546,358 above the
current year level with the reduced level of General Fund support be-
ing offset by increased family repayments.

As a result of a recommendation in our 1968 ‘‘Analysis of the
Budget Bill,’”’ the Department of Public Health strengthened its CCS
‘regulations in 1969 to maximize family repayments. Standards for fi-
nancial eligibility were tightened and family repayment rates were
increased. .

In August 1970 the department again revised its CCS regulations
relating to duration of family repayments. Previously, in complicated
long-term cases, families were only required to contribute during those
years in which major services were provided. The case was closed in the
years in which no major services were provided and no repayments
were collected. Now long-term cases are kept open and the repayment

- sehedule maintained during those ‘“‘in-between’’ years when no major
.gervices are provided with the regult that family repayment totals are
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increased. Hence, repayment inereases shown in the budget year are
due not only to tightened eligibility and inerease in the numbers of
" families required to pay,.but also to the extension of the payment pe-
riod in long-term eases.

The budget anticipates family reimbursements in the 1971-72 fiscal
year to be $2,280,000, which is an increase of $1,350,000, or 145 per-
cent, over the current fiseal year, With the current repayment schedule,
it is not possible to inerease family repayments by such a large amount.
The department is, however, making plans to again revise the repay-
ment schedule in order to increase repayments by approximately
$1, 000 ,000 in the budget year. No details of this plan were available at
the time this analysis was written, ‘

Department of Public Health
TUBERCULOSIS SANATORIA
Item 249 from the General Fund Vol. Il p. 434 Budget p. 237

Requested 1971-72 __ $1,021,424

Bstimated 197071 ____ 1,021,424

Actual 1969-70 ___ _ 2,149,207
Reguested inerease—None

‘Total recommended reduetion None

GENERAL PROGRAM STATEMENT

Section 3298 of the Health and Safety Code requires the state to
provide grants-in-aid to local agencies for the care and treatment of
persons suffering from tuberculosis. The specified amount of such aid
is $2.60 per patient-day for the first 36,500 patient-days, $2.30 for the
second 36,500 patient-days, and $1.75 for all additional days, plus an
additional supplemental amount specified in each budget act. The sup-
plemental amount specified for the budget year is $5.16 per patient-day,
which is the same amount appropriated for the current year.

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

The department proposes a General Fund approprlatlon of $1,021,-
424, the same amount as is estimated to be expended in the eurrent
year. The number of patients and the amount of funds are expected to
remain constant in the current and hudget years.

The budget request includes $33,000 to reimburse the Department of
Mental Hygiene for the care of recalcltrant tuberculosis patients under -
the provisions of Seetion 3295 of the Health and Safety Code.
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Depariment of Public Health

ASSISTANCE TO COUNTIES WITHOUT LOCAL
" HEALTH DEPARTMENTS

Tiem 250 from the General Fund Vol I1I p. 446 Budget p. 237
Requested 1971-72 ———  $780,227
Estimated 1570-71 e e e e 753,881
Aetual 1969-70 _ o __ ..o __ 664,050

Requested increase $26,346 (3.5 percent)
Total recommended reduction

—_— _None

GENERAL PROGRAM STATEMENT

The Contract County program provides basie, minimal publie health
gervices, under eontractual arrangements, to counties with populations
under 40,000, Currently, 15 counties are participating in the program.
Services are provided by the Bureau of Contract County Services under
the authorlty of Section 1157 of the Health and Safety Code which
requires each participating county to contribute a minimum of 55 cents
per capita to help support the program,

ANALYSIS AND RECOMMENDATIONS
We recommend approval.

" The budget proposes $1,385,633 in support of the Contract County
program. This includes $780 227 from the General Fund $475,000 as
the counties’ share, and $130,406 in federal funds. The proposed Gen-
eral Fund appropriation of $780,227 is $26,346, or 3.5 pereent, above
the amount estimated to be expended in the eurrent year. The 3.5 per-
cent increase is to cover the state’s share of salary and overhead cost
inereases.

A public health nurse II and a clerk-typist II position, federally
funded, were administratively added in the current year to provide
tuberculosis eontrol service and are proposed for continuation in the
budget year,

One sanitarian II position has also been administratively added in
the current year and is proposed for continuation in the budget year.
The sanitarian is to provide environmental health services to Calaveras
County, and is to be supported under a reimbursement agreement with
the county.
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Depurtment of Public Health
ASSISTANCE TO LOCAL HEALTH DEPARTMENTS
Item 251 from the General Fund . Vol, III p. 446 Budget p. 237

Requested 1971-72 : - $4,797,545

- Bstimated 1970-71 - 4997545

Actual 1969-70 4,743,172
Requested decrease $200,000 (4. 0 pereent)

Total recommended reduction _. - None

GENERAL PROGRAM STATEMENT '

This program allocates state and federal funds to 43 quahﬁed local
health ageneies, The state funds are allocated in accordance with the
provisions of Section 1141 of the Health and Safety Code. Federal-:
funds are allocated by the state department to local agencies after a.
review of the loeal plan to determine conformance with the provisions
of the state plan and in accordance Wlth the prov1s1ons ‘of Section
814(d) of Public Law 89-749,

The purpose of the program is to promote and support development
of adequate and effective local health programs,

ANALYSIS AND RECOMMENDATIONS -

We recommend approval.

The budget proposes $9,688,432 in total support for this program,
This inecludes $4,797,5645 from the ‘General Fund and $4,890 887 in
federal funds, The tota,l appropriation for the budget year is $200,000,
or 4 percent, below estimated General Fund expenditures in the cur-

rent. year.

Chapter 1613, Statutes of 1970 provided for the appropriation on a
one-year basis of a $200,000 subventlon for use by local health depart- .
ments in special rubella immunization eampaigns, The full $200,000 is
anticipated to be expended during the eurrent fiscal year.

Therefore the budget proposes to continue support for the local as-

gistgnce program at the same level as is provided in the ecurrent year.
’ \
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Department of Public Heulth

ASSISTANCE TO LOCAL AGENCIES FOR MENTAL
RETARDATION SERVICES

Item 252 from the General Fund Vol III p. 440 Budget p. 237

Requested 1971-72 ~-—- $20,647,653
Hstimated 1970-71 (including $7,698,000 previously in
Social Welfare' Budget) 13,576,057
Agtual 1969-70 (including $4,900,000 previously in Social: -
Welfare Budget) 8,605,365
Requested increase $7,017, 596 (51.7 percent)
Total recommended reduetion oo None

GENERAL PROGRAM STATEMENT

Chapter 1242, Statutes of 1965, authorized the ereation of a network
“of regional diagnostie, counseling and serviee centers for mentally re-
tarded persons and their families. These centers were authorized pri-
marily to provide an alternative to state hospltahzatlon

Through the regional centers assistance is provided to families in
the form of diagnosis, counseling, continuing evaluation, and assistance
in purchasing appropriate health and soclal services.

As provided by Chapter 1594, Statutes of 1969, in the budget years
after 1970-71 -all mentally retarded persons to be admitted to state hos-
pitals will first be evaluated by the regional centers and cared for by
these centers during leaves and upon their dlscharge from state hospi-
tals.

Regional centers are operated by local nonprofit agencies under con-
- tract with the State Department of Public Health. The Regional Cen-
ter program is administered by the Bureau of Mental Retardation
Services which hag the responsibility for providing professional and
administrative guidanee to the regional centers, negotiating contraets,
developing standards, reviewing activities for eonformity to contracts
and standards, authorizing vendors, and establishing equitable rates.
The bureau also assists in the selection and placement of Regional
Center pergonnel,

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

The budget proposes a total expenditure of $23,095,272 in support
of the Repional Center program. This includes a General Fund appro-
priation of $20,647,653 made by this item, $76,057 in'salaries and wages
for the Bureau of Mental Retardation Services, $1 million in reimburse-
ments and $1,371,562 in family repayments. The General Fund appro-
priation is for continuing support of the regional centers and for pro-
tective services to the mentally retarded provided by the Community
Services Division of the Department of Social Welfare. The proposed
appropriation is $7,071,596, or 51.7 percent, above the amount esti-
mated to be expended in the current year. The inerease in -General

" 662



Item 252 ; Public Health

Fund cost is due to increased caseload and increased operational costs
in both the regional centers and the Community Services Division.

A total of $7,804,653 is .proposed in General Fund support for the
nine existing regional centers, This is an increase of $1,926,596, or 32.8
percent, above the amount estimated to be expended in the ecurrent
vear. The inereased eost is due to the following faetors, Chapter 1594,
Stafutes of 1969, provided that as of July 1, 1971, all mentally retarded
persons to be admitted to or upon discharge from a state hospital must
first be referred to and evaluated by a regional center. In addition,
all of the existing regional centers are expected to reach full operating .
capacity in the budget year. Thus, a substantial increase in caseload is
expeeted and must be budgeted in the 1971-72 fiscal year.

As provided by Chapter 1594, the state is divided into thirteen
mental retardation services planning regions. Each region iz to be.
covered by a regional ecenter for implementation of the regional eenters
program by July 1, 1971 as required by law. Currently there are nine.
regional eenters serving 90 percent of the state’s population. There are.
no proposals {or funds) in the budget for establishing regional centers.
in the four remaining regions. Thus, the Department of Public Health
will have to provide for this coverage through *‘token eontracts’’ with
voluntary agencies or state hospitals in uncovered areas in the budget
year,

A total of $12,843,000 in General Fund support for serviees provided
to the mentally retarded by the Community Services Division of the
Department of Social Welfare is included in the Department of Publie
Health budget for fiscal year 1971-72. Chapter 1594, Statutes of 1969,
provided that all services to mentally retarded persons not confined to a
state hospital be provided through the regional centers. Chapter 1561,
Statutes of 1970, specifically provided that protective services to the
mentally retarded on leave from state hospitals be provided by the
regional centers. The Community Serviees Division provides these pro-
tective services to mentally retarded persons on leave and upon dis-
charge from state hospitals, Thus, by law the Division must be included"
in the Regional Center program. In the budget year, only the funds
for support of the Community Services Diviston will be transferred to.
the Department of Public Health. These funds will be contracted back
to the Department of Social Welfare where the personnel and responsi-
bility for administration of the division will remain in the 1971-72
fiscal year.

The proposed expenditure of $12,843,000 for support of this division
is $5,145,000, or 66.8 percent, above the amount estimated to be ex-
pended in the current year for protective services to the mentally re-
tarded. Chapter 1594, Statutes of 1969, provided for the transfer of
mentally retarded persons from higher-cost state hospitals to lower -
cost community placements. As the Regional Center program will ap-
proach full implementation and provide alternatives to the state hos-
pitalization in the budget year, the transfer process is expected to ac-
eelerate. Beeause the Community Services Division is responsible for.
these transfers, its caseload and cost will increase in the budget year.
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Reha.bilit_a.tion Item 253
DEPARTMENT OF REHABILITATION

Item 283 from the General Fund Vol. III p. 489 Budget p. 238
Requested 1971-72 ————— $7,118,098
Estimated 1970-71 __ 6,901,733
Actual 1969-70 _ 7,228,371

Requested increase $216,365 (3.1 percent)
Increase to improve level of serviee $500,000

Total recommended inecrease ——— $233,770

Total recommended reduction — N 6,800
Analysia

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS | pege

1. The department intends to shift funds and. staff presently 667

‘working with the physieally disabled to working with persons

with behavioral disorders. It appears that the department will
diminish its program of providing traditional services to the
physically disabled because of this shift,

2. We recommend an approzimate General Fund reduction 667
of $6,800 for processing epplications for federal grants in the
development of Community Resources Program. :

3. We recommend that Aid to the Needy Disabled (ATD) 670
and Aid to the Blind (AB) welfare disability reviews be com-
pleted by the Department of Rehabilitation rather than the
Department of Social Welfare. Although this transfer will re-
sult in an increase of $233,770 General Fund cost to this item
it will reduce Item 254 by $333,958, for an overall Gemeral
Fund sovings of $100,188. This recommendation requires legis-
lation to change Section 13555 and 13556 of the Welfare and
Institutions Code to permit the Department of Rehahilitation
to complete the welfare disability reviews,

GENERAL PROGRAM STATEMENT

The State Department of Rehabilitation is responsible for assisting .
and encouraging handicapped individuals to prepare for and engage in
gainful employment to the extent of their capabilities, The depart-
ment’s objeetive is to help individuals increase their social and eco-
nomic well-being and subsequently prevent or reduce public depend-
eney. It also administers by contractual agreement with the federal
Social Security Administration the disability provisions of the Secial
Security Aet for California applicants. The department operates
under the authority of the Vocational Rehabilitation Aet and Division
10 of the Welfare and Institutions Code and administers the following
four programs: (1) vocational rehabilitation of the disabled, (2) de-
velopment of community resources, (3) disability determination and
(4) departmental administration.

ANALYSIS AND RECOMMENDATIONS

For the 1971-72 fiscal year the budget proposes a total program
requirement, after reimbursement, of $51,964,564, of which $44,121,595,
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or 84.9 percent, is from federal funds, $7,118,098 or 13.7 percent from
the General Fund and $724,871, or 1.4 percent from the Industries for
the Blind Manufacturing Fund. The total proposed expenditure is
$3,398,124 more than that estimated to be expended during the cur-
rent year. The General Fund budget request is $216,365, or 3.1 per-
cent greater than that estimated to be expended during the current
year. o

The man-years budgeted to earry out all programs relating to the,
budget item are as shown in Table 1.

Table 1_

Number of Man-Years, Department of Rehabilitation gpange from
Fiscel year Total prior year
1897172 (proposed) 1,797.0 —315.8
197071 (estimated) 2,112.8 +249.0
1960-70 (actual) 1,863.8 —152.9" -
1968-69 (actual) 2,0568.7 — 808
1967-68 (aectual) 2,137.56

The 1971-72 decrease in positions will ocecur primarily in the Ex.
tended Employment element of the voeational rehabiliation of the dis-
abled program. There is a net deerease of 329.0 man-years anticipated:
for six workshops in the Extended Employment element. Table 2 shows
net man-years changes and where they oceur.

Table 2
Difference in Man-Years Budgeted for 197172
Over That Estimated for 1970-71 by Program Change from
Brogram 1970-71
Vocational Rehabilitation of the Disabled —313.6

Sensory Disorders —10.6)

(

Extended Employment (—329.0)

"~ Physieally disabled { —604)
Mentally X1 - ( —1.4)
Behavioral Disorders ( -1+58.8)
Alcoholism ( +19.1)

Yevelopment of Community Resources +0.7
Administration ‘

Managementjserviees —3.0

Total —315.8

VOCATIONAL REHABILITATION OF THE DISABLED PROGRAM

The purpose of this program is to provide vocational rehabilitation
gervices to help disabled persons overcome their physieal or mental
handicaps and secure employment. Voeational rehabilitation has been
defined as the restoration of disabled persons to the fullest physical, -
mental, vocational and economic usefulness of which they are capable,

Vocational rehabilitation services are broad in scope and inelude:

(1) Medical diagnosis to determine the nature and extent of the
disability and the need for medical, surgiecal or psychiatric
treatment. ’

(2) Counseling and guidance to help diseover a sunitable employment
objective, '

(3) Physical restoration to remove or reduce the employment handi-
cap.
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(4) Academic and voeational training to prepare the client for em-
ployment compatible with his physical and mental ability. In
addition, sheltered workshops are used to provide training and

. ‘work experience for severely disabled persons.

(6) Job placement in keeping with the client’s physical condition

and voecational ability. This includes providing equipment to
~ help them establish their own businesses and includes followup,
adjustment services.

The elements of thig program are: Basie Voeational Rehabilitation,
Rehabilitation for Daily Living, and Extended Employment, With the
exception of Daily Living, these elements are discussed below. Table 3
eontains basie accomplishments in the overall program,

Tahble 3
Vocational Rehabilitation Accomplishments and Cost
Disabled Total
persons removed clients refurned Total Cost per
Figcal yeor from welfare  io employment  expenditures rehabilitotion
1971-72 (proposed) .___. 3,854 15,800 $43,840,641 2774
- 197071 (estimated) -.. 3,587 14,000 38,387,252 2,741
1969-70 (actual) —___.__ 3,671 14,358 34,528,644 2,405
196869 (actual) —___ 3,6805. 14,450 29,745,353 2,059
1967-68 (actual) ———__ 3,322 10,389 26,355,489 2,687

Basic Vocational Rehabilitation Element

Basie vocational rehabilitation services are provided to disabled
people at or near working age, whose disability is a voceational handicap
in that it interferes with obtaining or keeping employment. Services are
provided primarily through a statewide system of local offices. Voca-

- tiomal rehabilitation counselors are located in each field office and

warious state service centers and have the responsibility to (1) establish
an effective working relationship with handieapped clients, (2) help
clients decide on a plan that will overcome their handicaps, (3) arrange
for the necessary servieces such as training and medical treatment, (4)
systematically review the plan during its course, (5) help eclients
seeure employment following completion of employment preparation,
and (6) follow up to make sure that services and placements are suit-
able. Counselors are .assisted by vocational psychologists who give and
interpret psychological tests for individual clients and by medical con-
sultants who make deelsions concerning medical information in the
cases.

‘Within the basie vocational rehabilitation process the department
expects to return to employment 15,800 disabled people during the
1971-72 fiscal year. The total expenditures for this element are ex-
pected to increase from $37,976,048 in 1970-71 to $43,429,437 in
1971-72.

The Basic Vocational Rehabilitation element includes the following
siz disability categories: (1) physically disabled; (2) mentally ill; (3)
alecoholics; (4) mentally retarded; (5) behavioral disorders; and (6)
gengory disorders. -
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The department intends to shift funds and staff from working with
the physieally disabled to working with persons with behavioral dis-
orders In addition, the department has budgeted add1tlona.1 funds to,
increase the level of service to alcoholics.

8hift in Program Emphasas From Physically Disabled 150
Persons With Behavioral Disorders

In fiseal year 1970-71, the department implemented new eooperative
programs with local probation departments, schools, junior colleges,
continuation schools, hospitals, and loeal mental health agencies. The
1971-72 cooperative programs represent a shift in program emphasis
from services for the physieally handicapped to services for persons with
behavioral disorders. The budget states the cooperative programs are a
shift in program emphasis rather than an expansion of services. The
department proposes to shift 50.4 man-year positions and funds from
the services provided the physically disabled to services to persons with
behavioral disorders. In addition, there will be a shift of 6.4 man-years
from services to persons with sensory disorders and 1.4 man- -years from’
services to the mentally il to services for persons with behavioral dis-
orders,

The shift in manpower from the phvsmally disabled program to the
behavioral disorder program will be accomplished through cooperative
agreements with the Departments of Corrections and Youth Authority.

As indicated in Table 4, these shifts appear to be sound from a fiseal
{cost-benefit) standpoint. However, their effect will be to diminish tra- .
ditional services to the physieally disabled. Budget estimates indicate
~ that the physieally disabled represent about 47 percent of the depart-
ment’s total caseload or 21,376 cases. The budget also 1nd1ea.tes the fol.
lowing output regarding this group.. ,

Actual Bstimated - Estimoied
) 1969-70 1970-11 197172
Physically disabled rehabilitated .- 5,721 5,376 5,388

‘We are in agreement with the shift in emphasis becanse it appears
to achieve the greatest rehabilitations for the dollars spent, However,
it should be noted that the shift is contrary to an expression of legis-
lative intent.

The Legislature in its ‘‘Supplementary Report of the Committee on
Conference Relating to the 1970 Budget Bill”’ stated: ‘“that the de-
partment shall not diminish its program of providing traditional serv-
ices to those physically dlsabled from rehabilitation services as soon as
possible after their disabling injury has oceurred. Services are to be.
provided prior to the time the person is eligible for a state welfare
program, as well as those on welfare.”’

Table 4 shows the cost benefit by d1sab111ty groups for 1969—70 The .
behavioral disorders group is the second most profitable large group

to work with from a tax-saving point of view as well as a cost benefit
point of v1ew.

~

Alcoholics

We recommend approval of the department’s plcm to increase the
level of service to aleoholics,
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Table 4
Gust Benefit by Disability Groups for Fiscal Year 1969-70
Costs Savings to government
. Average Total Percent
(lients Tolal cost per - dollar of costs
rehabili- program rehabili-  benefits to  returned
Disebility tated cost tation  government ennually
Totals, All Disabilities.— 14,358 $34,528,544 $2,405 $15,132,397 440
Physical . ___.__ 5721 14,337,652 2,508 6,884,705 489
Mental illness —..__- 1,422 3,852,336 2,709 2,204,151 809%
Aleoholism . ____ . 2,667 4,254,652 1,595 1,810,180 439,
Mental retardation .. 1,183 3,598,208 = 3,004 685,221 19%
Behavioral disorders - 1,949 4,282,784 2,197 2,378,387 56,
Legally blind .. 403 2,1721%1 5,390 206,115 . 149%
Other visual -

impairments _.__.- 895 858,991 2,175 . 326,150 389%
Deaf oo~ 455 808,562 1779 . 825,390 409

Other hearing )
impgirments __..- 183 " 362,182 “1,979 122,098 34

The 1971-72 budget indicates that to the extent that additional fed-
eral funds are available, the department will inerease services to aleo-
holies. It is intended that $500,000 of state funds will be available from
;,he Department of Mental Hygiene for federal matching up to $2 mil-
ion,

The rehabilitation of aleoholies should reduce the number of pat1ents
treated in state hospitals and Short-Doyle clinies, Cost of treatment in
these agencies i3 shared 90 percent by the state and 10 percent by the.
counties. Costs of treatment through the Dephrtment of Rehabilitation
is reimbursed on the basis of 80 percent federal, 20 percent state. Many
untreated and unrehabilitated alcoholies eventually end up on welfare
caseloads as totally disabled. For these reasons we recommend approval
of the 20 new positions requested for 1971-72.

Extended Employment Element—Workshops

We recommend approval of the department’s plans to transfer sim
workshops to the private sector.

Three opportunity work centers for the blind provide training and
work experience within shops located in San Jose, Berkeley, and Los
Angeles. Instruetion is provided in various crafts and articles produced
in each center are sold by the loeal community sponsoring organizations,

The department also operates three Industries for the Blind work-
shops in Berkeley, Los Angeles and San Diego which provide extended
employment opportunities to severely impaired persons who cannot
work In a competitive situation. The items produced in each of the
workshops vary and inelude mattresses and box springs, dry mops,
brooms, brushes, commissary specialties and textile items.

In 1971-72, the department plans to transfer the Industries for the
Blind workshops and the opportunity work centers for the blind to
privately sponsored groups. These workshops are to be transferred in
phases depending on the current workshop lease and contract expira-
tions, Grants of federal funds may be used as necessary to assist the
private sector to assume the responsibilities of the workshops. This will
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result in a man-year reduction of 329 positions in the extended em-
ployment element of the Vocational Rehabilitation of the Disabled Pro-
gram and 4.2 positions in the Sensory Disorders element of the pro-
gram. Most of these positions (295) are faetory workers in the
workshops. The total cost of the extended employment clement will de-
crease from $2,204,489 in 1970-71 to $1,371,485 in 1971-72. This is an,
overall reduction of $833,004 of which $224, 000 is General Fund,

‘We concur with the department’s proposal to transfer these six work-
shops to the private seetor. We think such a move Will result in im-
proved efficiency on the part of the workshops,

It should be noted, however, that many people who are presently
offered training and employment at the workshops are not capable of
rehabilitation. These are workers for which the state is not presently
receiving federal rehabilitation funds because they are not rehabilita-
table. There is question if the local agencies that take over these work-
shops ean continue the sheltered employment of these individuals.

After the transfer, the Department of Rehabilitation can purchase

rehabilitation services for rehabilitatable workers but not for nonreha-

bilitatable workers. However, the Department of Social Welfare is
authorized to purchase sheltered employment through the Social Se-
curity Aet for welfare recipients. Thus, the private sector should be
encouraged to use the social welfare system as a source of funding for
nonrehabilitatable individuals.

DEVELOPMENT OF COMMUNITY RESOURCES PROGRAM

This program is designed to encourage the development and improve-
ment of rehabilitation resources, particularly in rehabilitation faeilities
and workshops. Through the program the department provides a wide
range of advisory services to private organizations interested in work-
ghops for the disabled. Consultation is provided in production engi-
neering, cost accounting, sales promotion, marketing, ete.

Under this program the department also provides consultation and
review of requests for {1) project development grants, (2) grants to

establish or improve facilities, (3) training service grants, and (4) re-

search and demonstration projeet grants. Federal funds are available
for these activities and the department is responsible for a review of
request prior to receipt of federal funds.

Program elements included in this program are: technical consulta-
tion; processing applications for grants; vocational training facilities
development and educational programs on misuse of alecholic bever-
ages.

For the 1971-72 fiscal year the cost of the program is budgeted at
$1,230,211, as compared with an estimated cost of $2,171,377 for the
1970-71 fiseal year. The decrease in expend1tures for the development
of the community resources program is to occur in the processing of
applications for grants element.

Processing Applications for Grants

We recommend the reduction of 3.8 man-years for processing grants
for a Qeneral Fund savings of approzimately $6 800 plus related oper-
ating expenses,
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The Department of Health, Eduecation and Welfare, under various
gections . of the Vocational Rehabﬂltatlon Aect, makes grants available
to loeal organizations for planning, developing, expanding and im-
proving rehabilitation facilities if the grant applications have been
approved by the state rehabilitation ageney. The local agency applying
for the grant provides a portion of the total funds. The Department
of Rehabilitation reviews all applications, before they are forwarded
to the. federal government, to determine whether the application is a
feasible method of furnishing services to the disabled and is consistent
with the overall program of extending rehabilitation services to ynder-
served areas. The input for this activity is as follows:

Actual Bstimated  Estimated

Input 186970 197071 1971-12
Expenditures __ $2,768,307 31,819,436 $861,624
Personnel man-years 26 134 134

Although needed facilities eontinue to be unavailable in various areas
in California, the funding of this program has been reduced. This
program is in competition with basic rehabilitation funds and is con-
gidered by the department lower in priority than the basic rehabilita-
tion program. Unless additional General Fund money is made available
to the department, this program will remain inadequately funded to
meet local needs identified by the department.

The department also reviews all applications by institutions of higher
learning for federal research projeets and training grants related to
vocational rehabilitation. Grant applications in these areas do not go
through state accounting and are not included in the expenditures
listed above. These federal grants generally total between $6 and $8
million per year.

The department s justification for maintaining 13.4 man- year posi-
tions for processing applications is on an expected increase in the
number of applications for federal grants which do mnot go through
state accounting.

We estimate that the total grant applications will be below the
1969-70 level and recommend the staffing for this activity at the
1969=70 level. This will result in total savings of approximately $34,000
($27,200 federal and $6,800 General Fund).

DISABILITY DETERMINATION PROGRAM

We recommend that the disability reviews conducted for potential
reciptents of Aid to the Needy Disabled (ATD) and the Aid fo the
Blind (AB) assistance programs be completed by the Department of
Rehabilitation rather than the Depariment of Social Welfare, This
" transfer will be in an increase of $233,770 General Fund cost to this
item and will reduce Item 254 by $333,958. A 30-percent reduction
in selary and wages will result with a General Fund savings of
$100,188 plus related operating expenses. There will also be ¢ $100,188
saving in federal funds for a total saving of $200,376.
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Old Age Survivors Disability Insurance Program (QASDT)

In 1956, the Congress amended the Social Seeurity Act to allow
disabled injured workers to receive disability insurance payments under
the O1d Age Survivors Disability Insurance Program (OASDI). Under
the law, payments ean be made if the worker is unable to perform
substantial gainful activity because of a physical.or mental disability.
The federal government contraets with the state vocational rehabilita-
tion agencies to make the disability determinations. Each disabled ap-
plicant is also considered for vocational rehabilitation referral. The,
support of the Disability Determination Program is financed entirely
from federal funds. ‘

Disability determination counselors work with mediecal consultants
in this program through offices located in Qakland and Los Angeles.
The eounselors are responsible for evaluating potential vocational eapa-
bilities in the disability determinations and the medical consultants are
responsible for all medical evaluations. It is the eounselor’s job to.
decide which of these applicants should be referred for consideration.
to the Department of Rehabilitation., The great majority of applicants
for disability insurance are older, severely disabled persons.

Tor the 1971-72 fiseal year, the cost of this program is budgeted at
$7,166,928 as compared to an estimated cost of $6,799,110 for the,
1970-71 figseal year. The department estimates that during the budget
yvear 129,100 disability determination applications will be processed.

Claims for disability insurance benefits are filed at social security
distriet offices. Federal elaims representatives determine whether the
applieants have social security insurance coverage. They also secure
initial medical and voeational evidence which is forwarded to the dis-
ability determination field offices of the Department of Rehabilitation.
A doctor and a disability determination ecounselor team adjudicates.
the claim. If further information is necessary to make a determination,
state agency personnel initiate appropriate development. This may in-
" elude additional medical examination (in 35-40 percent of the cases,
gpecial medical examinations are purchased from community physi-
cians), contact with employers, sheltered workshop evaluations, psyeho-
logical testing or interview with the applicant.

Social Welfare Disability Review

Applieations for ATD are filed at county welfare offices. Social or
eligibility workers obtain medical and soeial history and eurrent.
medical reports on the applicant. This material is sent to the State
Department of Social Welfare where an ATD review team evaluates
the medical disability of the applicant and notifies the county of its
findings. If further information is necessary to make a determination,
county personnel are requested to initiate appropriate development.
Anthorized positions in this activity for 1971-72 ineclude 23 medical
social service consultants and 11 part-time medical econsultants.

Applications for AB are processed in the same way that ATD appli-
cations are processed except that reports of eye examinations are sub-
mitted to one physician at the State Department of Social Welfare for
approval, Authorized positions in this aetivity include 0.5 ophthal-
mologist and one elerk IT,
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Under the present procedure the Departments of Social Welfare
and Rehabilitation duplicated the review process for approximately
2,300 ATD and AB cases in September 1970, Governmental participa-
tion in the cost of reviewing these applications is 50 percent federal,
50 percent state for the Department of Social Welfare and 100 pereent
federal in the disability determination process.

It appears that the level of review involved is substantially the same
between the Departments of Rehabilitation and Social Welfare.

An estimated 30 percent of the ATD and AB recipients file claims
for disability insuranee benefits in addition to welfare disability ap-
plications. Thus, there is a double review of their disability. There will
be approxlmately 550 eye examinations and 8,400 disability welfare
examinations monthly in 1971-72. The Siate Department of Social
Welfare salary and wages expenditures for reviewing these appliea-
tions will be $667,916 ($333,958 federal and $333,958 General Fund),
‘We assume that there eould be a 80 percent reduction in staff required
to process ATD and AB applications if these activities were transferred
to the Department of Rehabilitation. This would result in a savings of
$200,376 ($100,188 federal and $100,188 General Fund) in salary and
wages plus related operating expenses.

This recommendation requires legislation to change Section 13555
and 13556 of the Welfare and Institutions Code to permit the Depart-
ment of Rehabilitation to complete the welfare disability reviews. In
addition, it may be necessary to petition the federal government to
waive the single state agency rule to implement this recommendation.

DEPARTMENTAL ADMINISTRATION PROGRAM

The purpose of this activity it to provide executive direction, plan-
ning and policy determination and office services for operation of all
department programs, Organization units ineclude the Executive Office,
Management Serviees and Field Support Services. The budget proposes
an expenditure of $2,514,542, most of which is distributed to other
programs for the 1971-72 fiscal year. This is $69,078 above the amount
estimated to be expended during the current fiseal year.

: SOCIAL WELFARE
SUMMARY ’

Proposed total program expenditures 1971-72 (all funds)-—- $2,212,138, 488
Estimated total program expenditures 1970-71 (all funds)-~. 2,328,620,766
Decrease (4.9 percent) - 114,482 277

GENERAL PROGRAM STATEMENT
For the 1971-72 fiscal year, proposed program expenditures (all

~ funds) for support of public welfare activities total $2,212,138,489, to

be financed by General Fund appropriations, eounty funds, federal
grants and reimbursements. The budget indiecates that total expendi-
tures for support of public welfare activities will fall $114,482277
below that estimated to be expended during the current fiscal year.
Table 1 summarizes the department’s proposed expendltures by program
and source of funds.
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Tal?]e 1

Total Proposed 1971-72 Welfare Expenditure Including Administrative

Cost by Category and Source of Funds
Governor's Budget

Lremumeg

Program Total Federal General Fund County .
State operations - $20,809,788 $11,918,514 $8,891,274 __
Categorical aid 1,609,566,850 787,608,350 873,573,000 $248,884,500
Federal aid programs 9,545,000 9,545,000 __ -
Attendant and out-of-home care 58,060,000 — 58,060,000 -
Special needs : 18,788,600 _— 18,788,600 —
Local administration of public assistance. . _____ 437,949,012 283,932,759 2,200,000 151,816,258
Special social services - 57,419,239 42,373,520 15,045,719 o

Total $2,212,138 489 *  $1,135,379,148 * $676,558,593 $400,200.753

-* Governor's Budget Is in errar by $100.

TEI[OM (8100
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Summary-—Continued:

The Department of Soeial Welfare is charged with the following
responsibilities :

- (1) To provide, within the limits of public resources, reasonable cash
grant assistance to finaneially needy and dependent persons;

(2) To furnish social services designed to assist financially needy
persons to develop a capacity for self-support;

(3) To provide protective soeial services to handicapped or deprived
persons who are disabled and, in addition, to persons subject to exploi-
tation which threatens their health, opportunity fer development or
capacity for 1ndependenee

Program Deficit -

The budget indicates that the Department of Soeial Welfare proposes
to undertake very substantial cost reductions during 1971-72, Specifi-
cally, the budget identifies two undetailed expenditure deletions which
total $606 million (all funds). Furthermore, our analysis of the depart-
ment’s caseload estimates relating to the Aid to Families with Dependent
Children program and the Aid to the Needy Disabled program indieates
that the budget may be understated by an additional $133,700,000 (all
~ funds). Thus, assuming continuation of eurrent laws and regulations

regarding eash grant assistance, and, in addition, adjusting the depart-
ment’s caseload estimates, public welfare activities during 1971-72 may
be underbudgeted by, a total of $739,700,000 of which approximately
$268,200,000 would be borne by the General Fund. Table 2 compares
the department s estimated and proposed expenditures with those which

" we believe to he & reasonable extension of the current level of expend-
itures.

ADM!NISTRATION OF WELFARE IN CALIFORNIA
Recommendation

We recommend that the Leg@slature require direct state administre.
tion of all categorical aid programs, county general relief programs,
and certification for food stamps and Medi-Cal.

‘The Present Administration of Welfars in California

Currently, the administration of welfare in California is executed
within a eomplicated organizational strueture consisting of three levels
of government: (1) the federal government—which establishes a frame-
work of laws and regulatmns which define basie program policy; (2)
state government—which is charged with the responsibility of super-
vising the implementation of the categorical aid #nd social services
programs enacted by the federal government; and (3) county govern-
ment—which is directed by the Welfare and Institutions Code to deter-
mine eligibility, provide assistance grants, and furnish social services
designed to reduce dependency. County welfare departments estab-
lished by the 58 county governments throughout California, constitute
the basic administrative arm of the state’s welfare system, Each of
the 58 county welfare departments is headed by a director appointed
by the county board of supervisors.
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Table 2
Potentlal Public Welfare Deficit
: 1971-72 - o
‘Estimated expends-
- tures assuming

SDSW estimated - continuation of

. Actual 69-70
. Increase for 70-71 over 69—70
. Hstimated 70-71

. Gross total estimated 71-72 -

Increase for T1-72 over 70-T1

Minus reimbursements ___

. Net total estimated T1-72 __ —— —_—

Minus “unilaterdl” administrative reforms (proposed
in printed-budget) - _

, Minus additional leg'lslatwe reforms ineluding some

administrative reforms’ (proposed in printed budget)

. Proposed net program requirements 7172 __..______

Total program deficit .__

General Fund deficit

. ' -County defieit
Federal funds deficit

B and proposéd current laws :
expenditiires end adjusting Batimated
shown in printed  SDSW caseload total program
budget : ‘ estimatles - deficit
$1,812,868,136 $1,812,868,136 —
515,272,083 . 515,272,083 —
2,328,140,219 2,328,140,219 —
508,179,916 641 879916 §—183,700,0001
2,836,320,135 2,970,020,135 (—133,700,000)
18 181,746 —18 181,746 ‘ _—
2.818,138,38% 2,951,838,389 -
—220,000,00_0 ~ — —220,000,000
—386,000,000 - —386,000,000
2,212,138,389 2,951,838,3389 —739,700,000
- $739,700,000
. .$268,200,000
$124, 500,000

1 Based upon readjusting SDSW caseload estimates for' 1871-72.

$347,000,000 -

Areumng

Estimated
.General Fund
© deficit

. $48,400,000*

(""489400-000)

.—79,800,000

—140.000,000
268,200,000

oIBIIO M. [01008
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Summary-—Continued
State Administration

_ The present administration of welfare in California has evolved
into a vast, complex organization. The administration of welfare is .
by its very nature complicated and difficult. However, the system of
welfare administration which has developed in California only exacer-
bate§ and compounds those complexities and difficulties, The present
administrative system is overwhelmed by problems caused by a lack of
uniformity, a breakdown of communication, and the extreme difficulty
of delegating authority and assessing responsibility.

Perhaps the most fruitless, but at the same time most costly single
task undertaken by the State Department of Social Welfare is its
effort to adopt and interpret rules and regulations and, in addition,
prepare explanatory material for 58 independent county welfare de-
partments. The county welfare departments, in turn, expend at least an -
equal amount of time and effort attempting to eomply with the rules,
regulations and interpretations issned by the state department. Never-
theless, the desire on the part of the counties to maintain their auton-
omy and adequately respond to local demands often frustrates even
the most concerted effort to achieve such compliance. In the end, a
sufficiently uniforin implementation of welfare laws and regulations
throughout the state is not realized.

At one time, eounty administration of weifare served the purpose
of helping to reconcile basic long-range program policies designed at
the federal and state levels with the demands of a loeal citizenry.
However. the passage of federal and state laws and regulations during
the last 20 years has greatly diminished the degree of administrative
diseretion which enabled county welfare departments te serve such a
purpose. Currently, aid requirements, eligibility, staffing ratios, maxi-
mum grant ceilings, work procedures and a host of other standards
governing welfare administration in California are determined not
by the county, but, rather, at the state and federal levels. County ad-
ministration of welfare has been reduced to a point at which it functions
largely in the ecapacity of a payvmaster and bookkeeper for the federal
and state governments. Very little administrative discretion remains
at the disposal of either county welfare directors or county boards of
supervisors.

During 1969, we undertook a survey of the state-administered wel-
tare systems of Michigan and Tllinois. Based upon that survey, we
estimated that savings of approximately $50 million in federal and
county funds could result from implementation of state administration
of welfare in California. The specific improvements which could be
expeeted to occur as a consequence of state administration are as
follows:

(1) Improved fiscal support and cost sharing.

County welfare expenditures are supported by recourse to the prop:
erty tax. The enormous expansion of welfare caseloads during reeent

‘years has severely strained this relatively inelastie revenue source.

In addition, the present system at times has even resulted in a loss
of federal funds to both the state and the counties. For example, the
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federal government funds 50 percent of the welfare grants issued to
public assistance recipients in California. Seven percent of the cost
of such grants is funded by the counties while the remaining 43 percent
is funded by the state. However, under the provisions of the National
Social Security Amendment of 1962, the federal government is author-
ized to fund 75 percent of tdotal program costs if sufficient social serv-
“iees are utilized at the level of program application. Nevertheless,
because the federally required social serviees are treated as adminis-
trative costs to be borne solely by the counties, the eounty’s share of
total program expenditures inereases from $7 to $25 per $100 of. serv-
iees, while the state’s share decreases from $43 to.zero. Thus, imple-
mentation of the 75-percent federal funding provision of the 1962
social security amendments entails inereased county costs. There is,
therefore, no ineentive for the counties to exploit the inereased federal
funding participation provided for by the 1962 amendments. The
resulting loss of federal funds to the state is substantial. :

(2) Increased ability to assess responsibility.

The effectiveness of a large administrative organization is very much
dependent upon the ease of assessing responsibility. Administrators
must be able to locate the eauses of program success or failure. The
present structure of welfare administration -in California fails in this
regard. Incompetent welfare offieials find it relatively easy to escape
notice within the confusing maze of the existing welfare bureaucracy.
On the other hand, effective welfare officials are very often frustrated
in their efforts to improve proeedures,

(8) Equity and uniformity.

The present system of welfare administration in California has very
clearly resulted in a lack of statewide uniformity with regard to the
application of laws and regulations governing public assistance pro-
grams. This has resulted in the development of program inequities
which permit unequal treatment of welfare recipients. For example,
the eurrent welfare system provides for the establishment of 58 gemi-
independent county welfare administrations throughout the state. Re-
cipients who find it necessary to move from one county to another
invariably encounter subtle but sometimes significant changes involv-
ing program implementation. Such changes can and very often do
involve the amount of cash grant issued to the recipient. The imple-
mentation of state administration would remedy this and other inequi-
ties arising as a eonsequence of a lack of statewide uniformity.

{4) Greater administrative efficiency,

Implementation of state administration of welfare would result in
a considerable enhancement of administrative efficiency. Auditing ac-
tivities, payment and bookkeeping fumetions, management analysis,
statistical reporting, and most importantly, eligibility and grant de-
termination procedures, would be greatly simplified. A state admin-
istered system would allow such activities to be expedited by recourse
to central computer operaticns and consolidated administrative sup-
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port. It would, of course, be necessary to eontinue to maintain in local
offices on-the-spot funds to support emergeney needs; however, all other
disbursements could be made and recorded eentrally. Under the current
system, all expenditures, including well over one million checks issued
1o recipients, are made by the various administrative units and depart-
ments within the 58 counties, each of which employs differing proce-
dures at various stages of automatlon

In addition, state administration of welfare could substantially re-
duce the amount of paperwork by consolidating the number of forms
and accounting documents required. County welfare departments often
develop additional forms which require slightly different information
than do state forms. Indeed, some counties have developed in excess of
?00 county forms which are used in addition to the required state

orms.

Finally, recipients who move from one county to another generate
considerable administrative eost. The welfare staff of the eounty into
which the recipient moves is required to develop new control docu-
ments and records. Baged upon Sacramento County ‘‘transfer-in’’ data,
‘we estimate that throughout the state there are in excess of 2,000
county transfers each month. Implementation of state admlmstratlon
would end this wasteful duplication of effort.

Integration With Pending Federal Welfare Reform Proposals

" The federal government is currently, attempting to design and imple-
ment a national welfare reform program, the Family Assistance Plan -
(FAP). The Family Assistance Plan proposes establishment of a na-
tionwide floor to underlie all cash grant payments, and, in addition,
proposes national eligibility standards relating to both children and
adult aid eategories, However, perhaps the most signifieant feature of
the bill is the thrust which it will generate toward full federal assump-
tion of the administration of all ineome assistance programs. Specifi-
cally, the bill fequires that income assistance programs for the working
poor must be federally administered in every state. Additionally, it
provides funding options to induce states to.delegate to the federal
government administration of all income assistanee programs, including
the provision of food stamps, general assistance, and determination of
Title XIX eligibility.

The most formidable obstruction hindering a smooth transition in
California from the current system to FAP would be the absence of
state administration. _

It appears inevitable to us that some form of the Family Assistance
Plan will become law in the near future. In view of this, we believe
that the state should undertake action immediately which would help
1o ease the transition to the Family Assistance Plan. Such action should
clearly involve enactment. of state administration of welfare 1n Cali-
fornia,
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DEPARTMENT OF SOCIAL WELFARE

Ttem 254 from the General Fund Vol. III p. 520 Budget p. 242

I

Requested 1971-72 ______ S $8,801,274
Estimated 1970-71 - ____ e e 20,332,762
Actual 1969-70 ____ 16,277,443
Requested decrease $11,431,488 (56.2 percent)
Total recommended reduetion Pending
Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. We withhold recommendation pending receipt of sufficient 680
information with which to analyze this budget,

2. We recommend that during the budget year the Depart- 681
ment of Social Welfare initiate phaseout of the IBM 360,/30 com-
puter and convert the applications to its Burroughs 3500 com-
puter,

GENERAL PROGRAM STATEMENT

The State Department of Social Welfare is charged with the respon-
sibility of coordinating amnd integrating public welfare activities
throughout the state. In addition, the department is also required to
provide fair hearings to welfare applicants upon request and furnish
specified reports to the federal government periodically.

The department administers a series of programs designed to provide
categorical aid eash grant assistance and special social services to
eligible recipients:

(1) Support and Maintenance programs

(2) Human Resources Conservation programs

(8) Publie Protection programs

(4) Community and Local Agency Resources Improvement and Sup-

port programs

(5) Systemwide Planning, Management and Support programs

Support and Maintenance Programs

The Support and Maintenance programs undertaken by the Depart-
ment of Social Welfare are designed to enable reeipients to subsist at a
level compatible with an established minimum standard of health and
decency. Cash grant assistance, food stamps, and certification of eligibil-
ity for Medi-Cal benefits are provided to needy adults and children.

The General Fund support of the department’s administration of
cash grant assistance programs is included in this item of the budget.
Funds for support of categorical aid cash grant assistance are in Item
255 of the Budget Bill. -

Human Resources Conservation Programs

The Human Resourees Conservation programs prowded by the de-
partment are designed to (1) strengthen and preserve family life, (2)
improve the eapacity of recipients to attain full potential for produc-
five, independent living, and (3) furnish protective social service to
those recipients who are subjeet to exploitation.
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Public Protection Programs '

The Publig Protection programs of the department are designed to
dgy’e}()p and _111‘1plement. health and safety standards for agencies and fa-
cilities providing services to children, facilities for aged persons and
hfe-pare contracts. The specific content of these programs consists pri-
marily of licensing and inspection activities. ' )
Community and Local Agency Resources Improvement and Support Programs '

The ‘Community and Local Agency Resources Improvement and
Su}_)port programs which have heen' developed by the department are
designed to furnish services which will enable local agencies and com-
munities to develop the resources required to help resolve the difficulties
which handicap disadvantaged citizens.

Systemwide Planning, Management and Support Programs

The Systemwide Planning, Managemient and Support programs de-
veloped by the department are designed to provide eentralized policy

“formulation, administration and audit control. In addition, this pro-
" gram supports the aetivities of a research and statistics burean and an

electronie data proecessing bureau.

ANALYSIS AND RECOMMENDATIONS

We withhold recommendation. :

The proposed appropriation from the General Fund for support by
this item totals $8,891 274, This is a decrease of $11,431,488 from that
estimated to be expended during the current fiscal year. However, this
deerease is misleading. The budget proposes that funds which in prior
years have been ineluded in this item for support of the activities of
the Community Services Division (CSD) be secured during 1971-72
from reimbursements, provided on contiract with the Department of
Mental Hygiene and the Department of Public Health, - -

Position Reductions

The departmental budget indicates a significant reduction of posi-
tions for support of state operations; specifically, the department pro-
poses to transfer 85 positions, abolish 153 positions, and add 80.5
positions, for a net decrease of 157.5 positions.

Of the 85 positions proposed to be transferred, 23 are duplicating
machine and storage positions which are to be.transferred to the De-
partment of General Services in order to facilitate greater consolida-
tion and more efficient operation of the activities related to these posi-
tions. A total of 59 positions are medical assistance program positions
to be transferred to the Department of Health Care Services in order
to provide more direct fiscal and management accountability of the
activities related to the Title XIX (Medi-Cal} program. In addition
to the transfer, there is one medical assistance position proposed to be
abolished. Two county merit systems bureau positions are to be trans-
ferred to the State Personnel Board and one stock clerk position is to
be transferred to the Department of General Services.

Of the 80.5 proposed new positions, 7 are managemeht services,
positions which are to be transferred from the department’s special
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soeial services unit whieh is funded from Ttem 259 and 20 are field
audit positions which are required to support an inereased workload
relating to the department’s, field aundit function. A total of 50.5
Community Services Division positions are requested to support the
department’s expanded program for placement of mentally retarded
and mentally ill patients from state hospitals to community faecilities.
Three clerk positions are requested to support an increased workload
relating to the department’s computer sérvices activities.

 The budget deletes 152 specifie posmons for a saving of $2,138,466 in
salaries and wages. At the same time, the Governor’s Budget on page
244, line 22, provides $1,129,700 in salaries and wages and operating
expenses for welfare reform. The budget provides no explanation of
the deletions exeept in very vague terms. There is absolutely no ex-
planation of the $1,129,700 increase.

We withhold recommendatlon on this item since the Governor’s
Budget and the Budget Supplement provide no information which ex-
plaing the deletion or additions, In addition, when we requested justi-
fication material, we were informed by the department it would be
supplied at some later date. We have never received it.

Computer Services

We recommend that the Department of Soctal Welfare begin phase-
out during 197172 of the IBM 360/30 computer and convert the ap-
plications to the Burroughs 8500 computer. :

Electronic Data Proeessing (EDP) supports the department’s cash
grants programs as well ag ity fiseal, administrative, research and sta-
tistical units. The proposed EDP budget for fiseal year 1971-72 is.
$846,352, an increase of 2 percent over the current year estimated
expenditures. In addition, the department expects to provide $496,682
in EDP services to the Department of Health Care Services during
the budget year.

The most significant proposed increase for the budget year is in the.
area of software support. The department proposes to procure a file
management program, a program to report computer utilization and
other required program products for a total cost of $49,000. This cost
is partially offset by & $35,000 decrease in program development and
conversion costs not being continued next year.

Two Computer Systems Now Installed

The department recently acquired a Burroughs 8500 eomputer for.
the implementation of a fiseal and personnel management information
system (FPMIS)Y. As part of the acquisition contract, the department
was suceessiul in acquiring the assistance of vendor personnel to help
design and implement this system. The Burroughs 3500 computer was
installed because the department determined this equipment to be a
more powerful and flexible machine than either the IBM 360/30 or
360/20. Following purchase of the Burroughs 8500, the IBM 360/20
was released; however, we find that there is considerable unused time
on the Burroughs system because FPMIS is not fully implemented.

The department is continuing to utilize the state-owned IBM 360,/30
for all of their other EDT servieces as well as the service provided to
the Department of Health Care Services.
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We understand that the department is not making plans to release
the IBM 360/30, even though the Burroughs 3500 eomputer is eapable
of processing all the work of the department and its customers at a
greater level of efficiency and eeconomy than is now being achieved
with existing equipment. In our judgment, with an initial investment
of from $40,000 to $50,000 (one-third of the annual operating costs
of the IBM 360/30) to convert the IBM programs to Burroughs
COBOL, and the addition of certain peripheral devices (tape drives,
dises, ete.), a potential savings of $50,000 may be possible. This change
should also increase the overall effectiveness of the facility by increas-
i.nlg} the volume of work produced, thereby reducing the unit cost of
jobs. . '

‘We are recommending, therefore, that the Department of Social Wel-
fare take the necessary steps during fiseal year 1971-72 to phase out
the IBM 360/30 computer and convert the applications to the Bur-
roughs 3500 ecomputer, We do not antieipate that savings will aecrue.
during 1971-72, due {0 conversion costs, but expect direct savings in
subsequent years.

Depurtment of Social Welfare
CATEGORICAL AID ASSISTANCE

Ttem 256 from the General Fund Vol. III p. 6560 | Budget p 242
Requested 1971-72 __. - $573,573,000
BEstimated 1970-71 654,036,500
Actual 1969-70 ‘ 519,549,288
Requested decrease $80,463,5600 (12.8 percent) .

- Total recomended reduction eee—mmee——  Pending
Analysis

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. We withhold recommendation with regard to this item pend- 682
ing receipt of proposed legislation and accurate caseload data.

GENERAL PROGRAM STATEMENT

The Welfare and Institutions Code requires the provision of prompt,
humane, nondiseriminatory services and cash grant assistance to guali-
fied applicants for public welfare. Public assistance programs in Cali-
fornia furnish: : .

(1) Cash grant, assistance to supplement the resources of needy per-
sons, thereby enabling them to seeure the necessities of life; and

(2) Those social and medical services required to promote their
physical and social well-being, thereby enabling them, to the fullest
‘extent possible, to remain active members of the community.

ANALYSIS AND RECOMMENDATIONS

. We withhold recommendation pending receipt of proposed legisle-
tion ond accurate caseload date.
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The budget proposes an appropriation of $573,573,000 for support
of categorlcal aid assistance during 1971-72. This is a decrease of $80,-
463,500 or 12.3 percent below that estimated to be expended during
the eurrent fiseal year. This decrease reflects proposed reforms to be
undertaken by the-department during the cuarrent and budget years
to effect General Fund cost reductions for 1971-72 totaling $219.800,-
000 ($606 million all funds). Moreover, our analysis of the depart-
ment’s caseload estimates relating to the Aid to Families with De-
pendent Children program and the Aid to the Needy Disabled program
indicates that the propesed expenditures for support of categorieal
assistance during 1971-72 may be understated by an addltmnal $48-
400,000 General “Fund ($133,700,000 all funds). Therefore, assuming
continuation of current laws and regulations regarding pubhc welfare
and, in addition, adjusting the department’s caseload estimates the
proposed 1971-72 General Fund allocation to the categorical aid item
may be underbudgeted by a total of $268,200,000. Table 1 depicts the
estimated potentnl General Fund defieit relating to the department’s
proposed 1971-72 support for categorical aid asmstance

Table 4
Estimated Potential General Fund Deficit
Relating to Categorical Aid During 1971-72
(1} Estimated required support for categorieal aid for fiscal year
1971-72 assuming continuation of current laws and regulations

relating to publie welfare — _ $841,773,000
(2} “Unilateral” administrative reforms oo oo $:J 800,000
(3) Additional legislative reforms _________________ —1-40,000,000
{4) Caseload inaceuracies (combining AFDC understate- i
ment and ATD overstatement) —i£8,400,000
Estimated potentinl General Fund defieit__ ... _____ —268,200,000

{§) Proposed support for Categorical Aid during 1971-72, Governor's

Budget . $573,573,000

SUMMARY OF POTENTIAL CATEGORICAL AID DEFICIT
HUnilateral” Administrative Reforms ($—79,800,000)

The budget identifies, by way of a footnote, approximately $79,-
800,000 from the General Fund ($220,000,000 all funds) which the
department proposes to delete during 1971-72 as a result of admin-
istrative reforms initiated during 1970-71. No detailed information has
been provided to enable us to analyze (1) the feasibility of these re-
forms, (2) the program implications of these reforms, (3) the impact
upon the county property tax, and (4) whether or not these reforms,
if feasible and not potentially damaging to the overall welfare activities
of the state, will be able to render a General Fund savings of the mag-
nitude of $79,800,000 ($220,000,000 all funds).

Legislative Reforms ($—140,000,000}

In addition to proposing deletitn of $79,800,000 as a result of im-
plementing unilateral administrative reforms, the budget proposes
further General Fund reductions totaling $140,000,000 ($386,000,000
all funds) as a result of enacting legislative reforms. As in the case
of the proposed $79,800,000 General Fund deletion, no information
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whatever has been provided to permit an analysis of the feasibility,
the impact upon eounties, the program implications, or the reliability
Ef the savings estimates relating to these unidentified legislative re-
orms.

Inaccuracy of the Department’s AFDC Caseload Estimates ($:--61,300,000)

Beginning in 1959, the United States entered a period of sustained
economic expansion and inflation. The economic thrust generated dur-
ing this period remained unabated until the end of 1969. Between 1959
and 1969, the gross national product expanded from $484 billion to
$932 billion ; the unemployment rate declined from 5.5 percent to 3.5
percent; approximately 13 million new jobs were created, enlarging
employment by 20 percent compared with a growth in population of
14.3 percent, : .

Nevertheless, during this period all wellare categorical aid caseloads
throughout the nation, including California, steadily inereased. Table 2
depicts California’s monthly average caseload for the years 1960-61 to
1968-69. )

Table 2

California Recipient and Medi-Cal Population
1960-61 to 1968-69

(all categorical aid programs)
1960-61 F.Y. to 1968-69 F.¥.

Totul recipients Percent Recipient
{nonthly {ncrease over - percent of
Fiseal year uverage) prior year total population
1960-61 — ———— 601,952 -— 3.8%
1961-62 —m-ao 638,626 8.1% 3.9%
1962-63 —— e 743,168 18.49, 4.4
196364 . -831,626 11.9% 1.8%
196465 - 944.524 . 13.69% 5.3%
1965-66 -~ _— w 1,141,863 20.9% 6.29
1966-67 1,298,194 ‘ 13.7% 6.9%
196708 e e 1,475,662 13.7% 7.8
1968-89 - . 1,643,600 1149, 8.5%

It should be noted that not only did California’s monthly average
caseload inerease in absolute terms during this peried, but, in addition,
it increased as a percentage of the total population. This reflects that
(1) there existed during this period a hard eore of poor who did not
possess sufficient work skills to enable them to exploit even a rapidly
expanding labor market, and (2) the Congress and the Legislature
enacted laws during this period which broadened eligibility require-
ments adding many thousands to the welfare rolls, e.g., the AFDC-
Uneniployed parent segment,

During the second quarter of the 1969-70 fiseal year, conditions af-
fecting the labor market began to deteriorate rapidly. The seasonally
adjusted rate of unemployment climbed from 4.4 percent in December
of 1969 to a high of 7.2 percent in October of 1970, Currently, the
seasonally adjusted rate of unemployment is at 7 percent (December
1970). Moreover, the Department of Finance has estimated that the
average rate of unemployment for the budget year, 1971-72, will not
fall below the current 7-percent rate. Graph £ 1 depiets the actual

684



' Bocial Welfare

+ %07 awkodwaun afeiary

Item 255

SIAZY (RA39Y

Z160 aunf-1f6} Kienuer aBesaay paiewps3 ‘0rg| ranwadag-1961 Ming [enpoy seyed wanskodueng

i ydeso

193png 3,J00R0Y ¢

961
i)

o'

¥

o

1]

L 2]

08

¥

::]

(13

9L

685



Social Welfare Item 255
Categorical Aid Assistance—Continued

rate of unemployment from July of 1967 to December of 1970 and
the average rate of unemployment from January of 1971 to July 1972
as predicted by the Department of Finance.

Aid to Families with Dependent Children—Unemployed Parent

Caseload Estimates

Ag the labor market began to contract during the fall and winter of
1969, the already significantly expanding welfare caseloads in California
began to accelerate even more rapidly. The AFDC-U (Aid to Families
with Dependent Children—Unemployed Parent) caseload, in partieular,
reflected the impaet of the declining economy. Normally, the AFDC.U
caseload traces a eyclieal pattern throughout the course of a fiscal year,
peaking during Mareh and April of each year and declining steadily
thereafter until October and November at which point a gradual in-
crease in caseload is resumed. However, during 1970-71, for the first
time in the history of the AFDC-U program, the caseload did not peak
during March and April. Rather, it held steady from April to June
and, then, resumed an upward climb through the summer of 1870,
(Graph #2 depiets the trend pattern for the AFDC-U program from
July of 1966 to December 1970. In addition, it compares our estimated
trend through June of 1972 with the trend estimated by the department.
It is guite elear that this break from the past pattern is directly related
to the steadily inereasing rate of unemployment which has prevailed
throughout California since the fall and winter of 1969,

It is evident that the Department of Social Welfare did not anticipate
the possibility that the AFDC-U caseload would not peak during the
spring of 1970. Consequently, the department’s year-end and average
monthly easeload estimates for 1970-71 are considerably below what we
believe to be reasonably accurate. The caseload estimates presented in
the budget for the 1970-71 and 1971-72 fiscal years are based upon
estimates made in August 1970 rather than December 1970. Why there
was no updating of the August estimates (which are based on May 1970
latest actual data) is not explained.

As a result of underestimating the 197071 caseload, the department
we believe, has very seriously underestimated the ecaseload for 1971-72,
Table 3 compares the department’s AFDC.TJ year-end average monthly
caseload estimates for 1970-71 and 1971-72 with those which we have
developed,

Table 3

Comparison of State Department of Social Welfare and Legislative Analyst
Estimates for the AFDC-U Year-End and Average Monthly
Caseload, 1970-71 and 1971-72

Year-end caseload Average monthly
estimate egtimate
SDSW Analyst  SDSW Analyst
Fiscal year estimate estimate  estimate eslimate
1970~-71_. - - 232,000 353,000 228 000 261,000
1971-72 - 244 900 453,000 233,800 407,000
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It is to be noted from Graph #2 that, unlike the Department of
Social Welfare, we do not anticipate that the AFDC-U trend will re-
vert to its more normal eyclieal pattern during the 1971-72 fiscal year.
Rather, we expeet that the 1971-72 AFDC-U caseload trend pattern
will correspond closely to the 1970-71 pattern; specifically, that most
likely it will not peak during March and April of 1971 but will, in-
stead, hold steady during March, April and June and then continue its
upward climb throughout the summer, This expectation is based upon
our belief that this more anomalous trend pattern is ‘‘normal’” during
periods characterized by poor labor market conditions. (See Graph 1
which depiets the high 7 pereent unemployment rate estimated for the
1971-72 fiscal year.) If our maximum estimate regarding the 1971-72
AFDC-U caseload is accurate, the Department of Social Welfare has
underbudgeted the AFDC-U program by approximately $102,800,000
total program dollars and $41,200,000 General Fund dollars. However,
our estimate of the 1971-72 AFDC-U caseload must remain somewhat
tentative until at least April or May of the current fiseal year. At that
time, sufficient data should be available to either confirm or adjust our -
estimate. Nevertheless, we do believe that sufficient data are available
at this point to enable us to conclude that the aetual ATDC-U average
monthly caseload for 1971-72 will be considerably in excess of .the
238,800 persons estimated by the Department of Social Welfare,

Aid to Families with Dependent Children—Family Group

Caseload Estimates

‘We anticipate that because of the contracting labor market through-
out California, the AFDC-FG caseload, like the AFDC.U caseload, will
also enlarge more rapidly during 1971—72 than might otherwise be
expected. This estimate assumes that there exists a correlation between
the AFDC.-F@ caseload and the rate of unemployment. Although the
AFDC.-FG caseload has increased during periods of high employment
there is clear evidence that the caseload has increased at an accelerated
rate during periods of high unemployment. Based upon an analysis of
easeload inecreases reported by varlous welfare distriet offices in the
County of Los Angeles, it can be clearly seen that there does exist a
direct correlation between the AFDC-FGQ caseload and a coniracting
labor market.

The County of Los Angeles reports that signifiecant AFDC-U case-
load inereases occurred in several of its middle class, suburban com-
munities during the one-year period from November 1969 to November
1970. These communities are largely those in which airframe and
aerospace industries are located. The AFDC-U ecaseload inereases which
have occurred in these communities, therefore, can be direetly re-
lated to the large layoffs which have taken place in those industries,
The fact that the AFDC-U caseload has inereased in these communi-
ties should not be surprising, No onhe sertously questions the relation-
ship between high unemployment and increases in the AFDC-U case-
load.
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However, what has proved to be surprising to many is the faet that
in these same communities very substantial above average caseload in-
creases have occurred also in the AFDC-FG program. For exemple,
among the four communities in-the County of Los Angeles in which
welfare department distriet offices reported the la.rgest pereentage
AFDC-U caseload increases are the middle class, suburban communi-
ties of Inglewood, Long Beach, and Glendale-Burbank. These same com:
munities, in addition to reporting high percentage AFDC-U caseload
inereases, were also among the six communities reporting the highest
percentage inereases in the AFDC-F@G caseload. Indeed, the Inglewood
and the Glendale-Burbank distriet offices reported the second and third
highest percentage increases respectively in the county. It is reasonahble

to conclude from -this that the factor underlying aecceleration of the

AFDC-U caseload inerease in these communities, unemployment, is the
same factor underlying the recent acceleration of the AFDC-F( case-
load increases in these eommunities. This is particularly apparent since
the south central and central Lios Angeles areas report caseload in-
creases which are less than half the county average.

In summary we anticipate that the poor labor market conditions
which are expected fo prevail during 1971-72 will bear a significant
impact upon the rate of the AFDC-FG caseload expansion, Table 4
compares our estimates of the AFDC-FG caseload with those prepared

by SDSW.
Tablo 4
Comparison of State Department of Social Welfare and Legislative Analyst
Estimates for the AFDC-FG Year-End and Average
Meonthly Caseload, 1970-71 and 1971-72

Year-end caseload Average monthly

estimate ‘ caseloed estimate
Fiscal SDSW Analyst : SDIW Analyst
year estimate estimate estimate ‘estimate
1970-71._ ____ 1,341,300 1,370,000 1,232,000 1,246,000
197172 1,588,900 1,712,000 1,475,000 1,557,000

Table 4 indicates that we anticipate that the average monthly AFDC-
FG caseload for 1971-72 will exceed by 82,000 persons the estimate
.developed by the Department of Social Welfare, Based upon this, we
believe that the proposed 1971-72 expenditure relating to the AFDC-
FG program is underbudgeted by $60,400,000 total program dollars and
$20,100,000 General Fund dollars.

Innaccuraey of the Department’s Aid to the Total Disabled Program
Caseload Estimate (Plus $12,900,000)

The departmential budget indicates an anticipated 1970-71 average
monthly ATD caseload of 211,875 persons and a 1971-72 average
monthly caseload of 247,400 cases. Based upon data contained in the
department’s publication ‘‘Public Welfare in California,”” we have
estimated that the average monthly caseload for the eurrent and budget
years will not exceed 186,800 and 214,800 persons respectively. In dis-
cussions with the department with regard to these estimates, we have
been told that the departmental estimates differ from the ones which
we have projected because in addition to including actual cash grant
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recipients the departmental estimates also mclude {1) persons approved
for aid during a report month who will receive an initial grant dated
the following month, (2) persons who have secured authorization to
receive aid but who have been disecontinued during the report month,
and (3} persons who received & zero grant in order to adjust for an
overpayment during the preceding month. However, we estimate that
an appropriate adjustment of our estimates to inelude such persons
will result in.only an additional 14,000 average monthly cases for
1970-71, increasing our averapge monthly ATD caseload estimate from
186,000 to 200,000 for the current year. Assuming a 14.5 percent rate
of expansion durmg the budget year, our average monthly caseload for
1971~72 would be 229,000, still c'onsiderably below that estimated by the
department, 247,400. Consequently, we believe that support for the
ATD program is overbudgeted for 1971-72 by approximately $12.9
million General Fund and $29.5 million total program dollars.

REORGANIZATION OF INCOME MAINTENANCE PROGRAMS

CHILDREN’S PROGRAMS

The Aid to Famﬂles with Dependent Children (AFDC) program is

a public assistance program designed for needy children up to 21 years
of age. Children between 18 and 21 years of age are eligible for aid
only if in need and attending school or a training program regularly,
.or.are employed and are contributing to the family. The AFDC pro-
gram consists of three hasic elements: The first element is designed
to provide aid to dependent children who are in need of ecash grant
assistance and who are deprived of parental support and care because
of death, continued absence from the home, or incapacity of one or
both parents. This element is titled AFDC.FG (Family Group) assist-
“ance. The second element is designed to provide aid to children who are
in need of cash grant assistance and who are deprived of parental
support and care because of unemployment of one or -both parents.
This element is titled AFDC.U (Unemployed) assistance. The third
element is degigned to provide aid to needy children living outside of
their own home. These are children living in 24-hour foster eare homes,
In general, the eligibility requirements relatmg to the AFDC pro-
gram aré: (1) the family’s income or resources is insufficient to fund
basic needs and (2) the family does not own real property in excess
of $5,000 of assessed value or personal property valued in excess of

$600.
AFDC grants are made to families in which a member of the family
is employed only under the following specific eirecumstances.
{1} The employed member is employed less than three-fourths time.
{2) The employed member is a stepfather, since the legal responsi-
bility for support of an AFDC minor child is that of the natural parent
or parents.
(3) The employed member is the mother of a family in which the
father iz absent.
(4) The employed memben is the father of a family in which the
mother is absent
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Aid to Families with Dependent Children—Financial Characteristics Survey

In a report prepared by our office dated January 11, 1971, entitled
““Aid to Families with Dependent Children—Financial ‘Characteristics
Survey’’ we make several recommendations suggesting ways of redue-
ing costs in the AFDC program, We are presenting here only the ree-
ommendations and estimated savings which ean be identified.

The material which resulted in the recommendations is included in
the report..

<)+ Earned Income Exemptions—Work Incentive Exemption

- We recommend that the Legislature: adopt a resolution requesting
the Congress of the Unifed States to (a) abolish the present earned
-tncome exemption provisions of the Social Security Act; (b) amend
the Social Security Act to permil earned income exempiions to aug-
ment totel gross income {grant plus earned income) up to dbut in no
case in excess of one-third more than the Standard of Assistance; and
fe) amend the Social Security Act to render ineligible for pudblic as-
sistance all porsons whose total gross earned income exceeds one-third
amore than the Standard of Assistence.

We estimate that a total savings of $83,500,000 will result from
implementation of our recommendation. Our est_lmate of these savings
has been based upon a recomputation of the grants paid to the earned
income cases included in our sample. The recomputation assumes, in
addition to implementation of our recommendations, elimination of the
Maximum Participating Base, Savings to the state alone should be
approximately $29,200,000. Savings to all levels of government, state,
county and federal, should be as follows: :

(a) State - $29,200,000
(b} County 14,000,000
(e) Federal 40,300,000

Total $83,500,000

Al. Earned Income Exemptions—Work Related Expenses

In Ueu of an amendment of the Social Security Act by the Congress
limiting the present earned tncome exemptions if s recommended that
the Welfare and Institutions Code be amended to establish an absolute
ceiling of $125 upon all work related expense exemptions.

- We estimate that a total statewide savings of $23,600,000 will resuit
from implementation of this recommendation. Savings to the state gov-
ernment alone should be approximately $8,200,000, Savings to all levels
of government, state, county and federal should be as follows:

(a) State $8,200,000
(b) County 4,000,000
{¢} Federal 11,400,000

Total $23,600,000

Continued study of this problem is warranted, and a more extensive
analysis may perhaps indieate that the eeiling which we have recom-
mended, "612.) should be deereased even further.

The savings projected above would be preempted if Cougress
amended the Social Seeurity Act limiting the present earned income
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exemptions proposed in the previous recommendation; The savings pre-
sented here would be a portion of the savings projected in that recom-
mendation, '

d1l. Family Responsibility—Natural Parent Responsibility

Amend the state and county regulations to conform with Section 206
of the Civil Code and Section 17300 of the Welfare and Institutions
Code. These statutes clearly enunciate the principle that a parent is
responsible for funding the needs of a minor child until that child
reachés majority. The SDSW regulations do not incorporate this con-
cept of parental responsibility with regard to minor mothers applying

. for AFDC, minors applying for general assistance, or minors applying.
. for Medi-Cal. '

Similarly, a recommendation should be made to the federal gobem-
ment requesting that it also amend the eligibility eriteria for the Food
Stamp Program to incorporate the concept of parental responsibility.

IV. Family Responsibility—Stepfather Cases : o
Oapifamig Codes should be amended to provide that a stepfather be
required to support stepchildren to the same extent as a natural father.
Such emendments must conform with a recent Supreme Court decision
declaring invelid current state statutes relating to stepfathers,

V. Family Responsibility—Unborn Children _
We recommend that legislation be enacted providing that only needy
children between birth and 21 years of age receive public assistance.
At the present time mothers of unborn children are eligible to re-
ceive an AFDC grant, Medi-Cal benefits and food stamps upon veri-
fication of pregnaney, '

Savings resulting from the reduction in grants because of this recom- -

mendation depend upon pending court litigation and Department of
Health, Education and Welfare action regarding California’s Maximum
State Participation Base (MPB), as well as our recommendation to
eliminate the MPB. Assuming that MPB is eliminated, this recommen-
dation should result in savings for all levels of government, state,
county and federal as follows: , :

State _ __ $8,900,000
County oo 4,300,000
" Federal o+ ________ 18,200,000
Total —————————————______ $26.400,000

V1. Shared Hau.sing

We recommend that the Stote Department of Social Welfare plan
for the reduction of grants in combined welfare cases and in cases in
which the AFDC family is sharing housing with others.

Presently, AFDC families living with grandparents and others are
established as separate independent household. units, The only consider-
ation in the public assistance budget computation for AFDC families
living in shared housing arrangements is for the housing cost itself.
There is no consideration of shared expenses for food, transportation
and child care in those cases in which others are living in the household.
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Family Planning Services

We recommend thaet complete family planning services be made
available to all AFDC recipients at local welfare offices. We further
recommend that these sérvices be supported by federal funds. .

Among California women of childbearing age with family 1ncomes=
of below $5,000 per year, there are approximately 800,000 women who
want and need family planning services. Only 160,000 of these women
receive such serviees. An estimated 200,000 women of childbearing
age receive grants under the AFDC program. However the Medi-Cal
program for which AFDC recipients are eligible provided family plan-
ning serviees to only 23,258 of these women in 1969,

HMistory

Family planning services were not mcluded in the state program for
public health until December 2, 1966, at which time the State Board of
Health amended the California Administra’tive Code to require the
inclusion of family planning servicés in local health department pro-
grams. (Local health departments which did not provide sueh serv-
ices were no longer eligible for state assistance.) In December 1967,
the State. Department of Social Welfare authorized social workers in
eounty welfare departments to provide reeipients access to birth con-
trol information and counsel, if desired by the recipients. (Previously

" social workers were not allowed to even discuss the subject with

reeipients.)

€urrent Resources and Services

At present, all county health departments provide information and
referral services for those interested in family planning. In addition,
some loeal health departments have established family planning clinics.,
There are also private family planning clinies which furnish limited
free serviees. A statewide directory, organized by county and contain-
ing all public and private family planning services, will be published
by the State Department of Public Health. durlng the eurrent year,
Finally, county welfare offices provide interested recipients: with- in-
formation regarding avallable family planning services.

Federal Funds

Federal funds for famﬂy planning services are avallable under sev-
eral categories of funding. In fiscal year 1970-71, various private and
public California agencies received $5425,732 in'federal funds to sup-
port family planning prOJects As a result of 1970 federal legislation,
there will be a substantial increase in funds available for family plam
ning services in fiscal year 1971-72, )

Unmet Need

Despite the eurrent efforts to provide family planning serviees, the
unmet need-is still very great. A 1968 study, undertaken by Planned
Parenthood-World Population, revealed that 10 pereent of the counties
in the United States (313 counties) contain 50 percent of the unmet
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need for subsidized family planning serviees in the Umted States. In
these counties, 80 percent of the indigent women in need of family
planning are not being served. Twenty-one of California’s 58 counties
were included in this group of counties with severe unmet needs.

Dlstract of Columbia Study

Recently the Distriet of Columbia’s Department of Public Health
completed a study which revealed that making family planning serv-
ices readﬂy available to low-income women was possibly the single
most important factor responmble for making family planning services
effective. The two-year study in whieh a group of low-income mothers
were provided birth control information and contraceptives soon after
delivery of a child along with followup care indicated a 43 percent
decrease in the number of expected pregnancies.

‘We are recommending that complete family planning services be
iade available to all AFDC recipients at local welfare oifices,. We arg
further recommending that these services be supported by federal funds.
© All of the women served by the AFDC program are among the group
of low-income women in need of convenient and easily aecessﬂ')le family
planning services. The same Medi-Cal records which revealed that only
23,000 of the 475,000 women served by Medi-Cal received family plan-
ning services point up the fact that these women are not currently
being adequately served. If the state is to provide services to the 80
percent of indigent women who have unmet family planning needs,
it must do so in a manner which will aceommodate to the daily living
patterns of these women. Welfare offices, we believe, most readily
serve such an end: (1).they are conveniently located, (2) easily ae-
cessible by public transportation, and (3) familtar to welfare reeipients.
In addition, the supportive services of social workers and community
aides, whlch are often so essential to facilitate effective use of family
plannmcr servees, are easily available at welfare offices.

The Department of Public Health has published very thorough stand-
ards and guides for the establishment of family planning clinies.
Through its Maternal and Child Health element, the department pro-
vides assistance to interested parties regarding the establishment and
maintenance of family plamning clinies.

Federal funds for establishment and support of welfare family plan-
ning services are available under Title 4a of the Social Security Act.
These funds are speclﬁcally designated for support of family planning
information, services, and supplies. In addition the funds may be used
- to provide eontraceptives as well as babysitting and transportation to
clinies for participating mothers. Currently, the program is supported
on a matching basis, 75 percent federal and 25 percent state funds.
However, in the current year, federal legislation is expected to pass
which will provide funds for 100 percent federal support of the family
planning program eonducted by welfare departments,
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REORGANIZATION OF INCOME MAINTENANCE PROGRAMS

ADULT PROGRAMS

(1) We recommend that the Legislature amend the Welfare and
Institutions Code to require the establishment of a single adult aid
program based upoen o stngle standard of assistance, -

(2) We recommend that adults eligible to secure aid under the pro-
visions of this program be required to reaffirm their eligibility only
onece every three years.

(3) We recommend that the provision of social services to.adult
aid recipients be made strictly voluntary.

Currently, the provision of public assistance to needy adults is
organized within three mdependent programs:

- (1) 0ld Age Security program—is designed to furnish aid to needy

persons 65 years of age or older. Eligibility standards preclude the
ownership of real property, other than a home, in excess of $5,000 of
asgessed value, In addition, liquid assets must not exceed $1,200 ($2,000
for married couples). Eligible persons are entitled to a2 minimum in-
come (public assistance grant plus outside income) of $136; maxlmum
ineome ig not permitted to exceed $201.

{2) ‘Aid to the Needy Disabled program—is designed to furnish -
social services and cash grant assistance to permanently and totally
disabled persons between 18 and 64 years of age. Eligibility require-
ments relating to real and liquid assets coincide with those established
for the Old Age Security program. In addition, however, persons ap-
plying for assistance under the provisions governing the Aid to the
Needy Disabled program must be examined by a team of physicians,
Eligible persons are entitled to a minimum income (publie assistance
grant plus outs1de income) of $109. The current maximum grant, $128
per month, is based upon a statewide grant average for the 1970-71
fiscal year.

(3) Aid to the Blind program—is a program designed to provide
assistance to needy persons who are either without sight or who are
suffering from severely impaired sight, The eligihility requirements
permit assistance to be rendered only to persons who are over 16
years of age. In addition, the degree of sight impairment must be veri- .
fied by an eye examination. Eligibility requirements relating to real
and personal property coincide with those of the two other adult aid
programs, Eligible persons are entitled to a minimum income (pubhﬁ
assistance grant plus outside income) of $159. Maximum total income
i not permitted to exceed $209.

Consolidation of the existing adult aid programs has oceurred in
many other states. Eighteen states, including New York and Illinois,
have implemented a combined Aid to the Aged, Blind and D:sabled
program, A persuasive rationale, we believe, underlies the establishment
of & single public assistance program demgned to setve needy disabled
adults.

Stable Clientele: The clientele served by such program ‘would con-
sist of needy adults who, by nature of their age or physical state, are
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quite likely to require the provision of public assistance for the re-

. mainder of their lives. In short, the focus of the program wounld be

centered upon the semipermanent nature of the elientele.

Program Reorientation: Consolidation of the existing adult aid pro-
grams and establishment of a single standard of assistance should help
to reorient the provision of services and cash grant assistance to needy
adults on the basis of the existence of an incapacitating disability,
whatever its souree or nature, rather than the neture of the disability
itself, e.g. blindness, old age, mental retardation, ete. The nature or
source of an incapacitating disability is, we believe, clearly secondary
to and of far less consequence than the fact that the disability, what-
ever ifs nature, exists and is ineapacitating. We continue to believe
that it is reasonable to'require that in addition to demonstrating need,
the provision of publie assistance to adults should be made contingent
upon the existence of a permamently incapacitating disability. How-
ever, there appears to be no logic underlying current law requiring a
further determination as to the nature of the disability.

Hstablishment of uniform eligibility eriteria relating to a single adult
aid program would result in substantial savings of administrative ex-
penditures at the operational level. Unfortunately, however, this state
is precluded from unilaterally establishing a single criterion of eligi-
bility : Establishment of such a criterion would require amendment of
the federal Social Seeurity Act, Nevertheless, implementation of our
recommendation, while not establishing a single criterion of eligibility,
would certainly mitigate the effects of the present multieriteria base
for establishing eligibility for aid. . .

Equity. Each of the adult aid programs has developed separately;
consequently, -the need standards and the maximum, minimum and
average grant levels for the three programs do not coincide. As a result,
persons of equal needs are not always granted equal levels of services
and cash grant assistance.. Table 5 depicts the need standards relating
to the Aid to the Blind, Aid to the Needy Disabled, and Old Age
Security programs:

Table 5 indiecates that the minimum need allowance of reeipients
of the Aid to the Blind program is $50 in excess of the minimum need
allowance of repipients of the Aid to the Needy Disabled program and
423 i1 excess.of the minimum need allowance of recipients of the Old
Age Security program. Those advocating retention of these differ-
entials suggest that AB-recipitnts are more ‘‘needy’’ than the aged,
and that, likewise, the aged are more ‘‘needy’’ than the disabled. How-
ever, it is difficult to diseern the logic underlying such a judgment. In
many respects, a erippled adult restrieted to a wheel chair or a mentally

‘retarded adult is more needy than many of the recipients of either of

the two other programs. It appears clear to us that the minimum need
standards relating to the three adult aid programs ineorporate un-
founded biases which favor recipients of the blind program and to a
lesser extent recipients of the Old Age Security program. We propose
the establishment of a single standard of assistance which reflects
equal assessment of costs for housing, utilities, food, transportation,
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! Table 5
Need Standards
Aid to the Blind, Aid to the Needy Disabled, Old Age Security
Need allowance by program

Aid ta the blind Aid to the needy disabled 01d age security

Ttem Minimum Magimum Minimum  Mazimum  Minimum  Mazinum
Minimum needs A

common o .

every adult aid .

recipient ————— $92 o2 §02 202 $02 §92

Minimum needs
related fo age,
blindness or dis- : ’
ability .o . 80 30 11 i1 17 W

Cost of living in-

Crease ——————— - T ki ] 6 6 6
Minimum housing

need ————_____ 30 63 _— 63 21 63
Total Need ___— $159 . $192 $109 $172 $136 $178

recreation and all other activities required for basic normal subsis-
tence. The standard should not incorporate any provision which em-
bodies ‘a before-the-fact assessment of differential needs among recipi-
.ents.

Integration With Pending Federal Welfare Reform Proposals The
federal government is currently attempting to design and imiplement
a federal welfare reform program (the Family Assistance Plan, H.R.
16311, 1970 session). Title II, Section 1603 of H.R. 16311, proposes
implementation of policy changes which will result in consolidation
of the adult aid programs. We believe that consolidation of the three
.adult aid programs at the state level will better prepare California
to facilitate a relatively smooth integration of its public assistance pro-
grams with the pending federal legislation.

Eligibility Reaffirmation

Needy adults who establish their eligibility for services and cash-
grant assistance provided by the single adult aid program which we -
have proposed should be required to reaffirm their eligibility only once
every three years. The relative stability which distinguishes the need
and disability characteristics of the persons who would comprise the
clientele of this program should permit this procedural change. The
consequent reduction of administrative costs relating to e11g1b111ty re-
affirmation should be substantial.

Social Services

In addition, the provision of social services to adult aid recipients
should be made voluntary. The rationale underlying passage of the
1956 and 1962 ‘‘social services” amendments of the Soeial Security
" Act embodied the assumption that professional social work manpower
would be capable of stemming the rising tide of public assistance case-
loads and expenditures. Such an assumption, while perhaps partially
valid with respect to children’s programs, is certainly not very per-
suasive with respect to adult aid reeipients, The likelihood of social serv-
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ices effecting a significant decline in the rate of expansion for the adult

ald programs is negligible. We do not propose that availability of

soelal serviees to adult aid recipients be terminated; rather, we pro-

goiﬁ only that the provision of such services no longer be made man-
atory.

Finally, the Department of Social Welfare should be charged with
the responsibility of administering the single adult aid program which
we have proposed. We do not believe that any of the savings resulting
from consolidation of the existing adult aid programs could be realized
in the absence of requiring state administration. Establishment of
a2 single adult aid program is contingent, therefore, upon implementa-
1tionf of our first recommendation proposing state administration of
welfare.

Department of Social Welfare
ATTENDANT AND OUT-OF-HOME CARE

Item 256 from the General Fund Vol, III p. 561 Budget p. 244

Requested 1971-72 - _— $58,060,000

Estimated 1970-71 : e 48444100

Aectual 1969-70 _— —— 42,039,300
Requested inerease $9,615,900 (19.8 percent)

Total recommended reduction ___ — : None

GENERAL PROGRAM STATEMENT .

The funds proposed in this item, are for support of three major
program elements:

{1) Attendant and Homemaker Services: Attendant and home-
maker services are designed to assist infirm recipients to remain in
their own homes, thereby avoiding institutionalization. The services
consist primarily of housekeeping and personal care services. State law
requires gradual conversion from the existing attendant care program
to homemaker services. This econversion will permit utilization of a
more favorable federal -funding ratio, Regulations require all counties.
to convert to homemaker services by December 31, 1972,

{2) Out-of-Home Care: Out-of-home care consists of a protective
living arrangement apart from the recipient’s own home. The services
provided include board, room, personal care, and designated supple-
mentary services related to the recipient’s individunal needs,

(3) Intermediate Care: Intermediate care consists of a protective
living arrangement which, in addition to providing board, room and
personal care, ineludes the provision of health-related services designed
to prevent physical deterioration and restore, to the greatest extent
possible, full health. The level of nursing care furnished by inter-
mediate eare faeilities is less than that provided by skilled nursing’
homes. The intermediate care program was established during the cur-
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rent fiscal year in cooperation with the State Department of Health
Care Services and the State Department of Public Health. The vendor
payments for board, room and personal care and supervision are cate.
gorieal aid payments funded by the department. However, by contract
tShe actual payments are furmshed by the Department of Health Care

ervices, :

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

The budget proposes a total General Fund ‘appropriation of $58,-
060,000 for support of attendant, out-of-home and intermediate care
.serviees. This is an inerease of $9,615,900 or 19.8 percent in execess of
that estimated to be expended during the current fiscal year. $7,606,500
of this increase reflects the newly established intermediate care pro-
gram. These funds were secured from savings estimated to acerue to
the skilled nursing services program as a result of establishment of
intermediate care. (Funds for support of skilled nursing services are
appropriated to the Department of Health Care Services.) Table 1
depicts the attendant, out-of-hoine, and -intermediate care costs esti-
mated for 1970-71 and 1971-72: . '

Table 1

Attendant, Qut-of-home, and Intermediate Care Cost to the
General Fund by Fiscal Year

Type of service . ) 1970-711 197192
Attendant eare __..- - $24,465,700 = $20,475,500
Out-of-home care -- 23,978,400 29,978,000 -
Intermediate care ) — 7,606,500

Total - e $48,444,100 $58,060,000

| Depuﬂmenf of Social Welfare
SPECIAI. NEEDS

* tem 257 from the General Fund Vol. III p, 560 Budget P. 244
Requested 1971-72 _____ $18,788,600
Estimated 1970-71 _ 20,693,700
Actual 1969-70 ' . 19,940,811

Requested decrease $1,905,100 (9.2 pereent) ;
Total recommended reductlon : None .

GENERAL PROGRAM STATEMENT

Special need items consist of those items Whmh are not eommonly
required by all recipients. The need for such items are most often
related to physieal infirmities or other eonditions peculiar to individual
or family circumstances. Funds for support of such special need items
are not included in the basie grants. Therefore, departmental regula:
tions permit the issuance of special grants to fund the cost of such
needs. The costs are borne in this item,
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ANALYSIS AND RECOMMENDAT]ONS

We recommend approval,

In past years, funds for support of speeial need items were included
in the basic grant and funded from the appropriation to the categorical
assistance item. Additional special needs were appropriated to the unmet
shelter needs item, The 1971-72 budget, however, provides for a separate
appropriation item which ineludes all special need funds. The depart-
ment believes that establishment of this item will permit greater
fscsal control to be exercised with regard to allocation of special need

unds.

- The budget préposes $18, 788 ,600 for support of speelal need items,
This is a decrease of $1,905 100 or 9.2 percent below that estimated to
be expended during the current fiscal year. This deerease is attributable
to cost reduetions which the department has undertaken in the categor-
ical aid assistance item, .

Department of Social Welfare
WORK INCENTIVE PROGRAM

Item 2568 from the Genéral Fund Vol, III p. 2568 Budget p. 244

Requested 1971-72 . $2,200,000

Estimated 1970-71 ' 1,163,381

‘Actual 1969-70 i 893,719
Requested inerease %1, 036 619 (89.1 percent)

Total recommended reduetmn . ; None

GENERAL PROGRAM STATEMENT

The cost of local administration of public assxstance programs ig
funided primarily by the county and federal governments. However,
specific case serviee costs relating to the Work Incentive Program
(WIN) are funded by the state government under the provisions of
Chapter 1313, Statutes of 1968, The ‘Work Incentive Program was es-
tablished to prowde counseling, training, and job placement services
designed to assist AFDC recipients to seeure regular employment. The
program has been implemented in the 27 counties with the largest
AFDC caseloads. It will be extended to additional counties as federal
funds bhecome available.

The primary responsibility for implementation of the WIN program
has been assigned to the Department of Human Resources Develop-
ment. However, important support responsibilities have been assigned
to county Welfare departments:

{1) Referral of federally eligible AFDC ree1p1ents to the State De-
partment of Human Resources Development;

(2) The prov1smn as required, of social servieces to the families of

those enrolled in the program; and
(3) The provision of child care and trammg or Work—related ex-
pénses to recipients enrolled in the program:,
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ANALYSIS AND RECOMMENDATIONS
We recommend approvel. '

The Department of Social Welfare has proposed a total of $2,200,000

to support the department’s responsibilities with regard to the WIN
program. This is $1,086,619 or 89.]1 percent in excess of the amount es-
timated to be expended during the current fiscal year. This increase,

however, does not reflect a boost in the level of services provided. Total.

expendltu.res during the 1970-71 fiscal year for support of WIN-
related services are estimated to be $2,200,000. However, $1,036,619 of

this total is being funded by the’ tederal government. These federal.

funds will net be available for the budget year; eonsequently, in order
to maintain the 197071 level of services during 1971-72, it is necessary

to inerease General ¥und expenditures by an amount equal to the cur-

rent level of federal funding, $1,036,619.

Department of Social Welfare
SPECIAL SOCIAL SERVICES

Ttem 259 from the General Fund - Vol III p. 556 Budget p. 242
Requested 1971-72 ___ ST . $5,928,385
Estimated 1970-71 - " i 14,472,109
Aetual 1969-70 . - 16,057,532

Requested decrease $8,548,724 (59.1 percent) : : :
Total recommended reductmn . " Pending
. . e - Analysis

SUMMARY OF MAJOR ISSUES AND REGCOMMENDATIONS . page

1. We withhold recommendation with regard to this item until- 701 -

we are informed what the functions of the Natlondl Demonstra-
tion are to be. .

GENERAL PROGRAM STATEMENT

The programs funded under this item are hlohly specialized social
services, staff dévelopment, publie assistance and experimental and i im-
provement programs. They include: (1) the Self-Support Program,
(2) Family and Child Development Program (3) the Child Protection
Program, (4) the Adoption Program, (5) the Public’ Protéction Pro-
gram, (6) the Public Welfare Manpower Program, (7) the Demon-
stration Program, and (8) the Nationwide Soclal Informatmn System,

ANALYSIS AND RECOMMENDATIONS

We withhold recommendation on this item wntil we are pr esented
wformation on the National Demonstraiion Proposal (NDP ).

The budget’ proposes an appropnatlon of $5,923,385 for: support of
the department’s specialized social servieces programs. This is a de-
crease of $8,548,724, or 59.1 percent, below that estimated to be ex-
pended during the current fiscal year. However, this ‘decrease is mis-
leading. The budget indicates that an additional $9,122,334 from the

General Fund will be made available for support of the department’s
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Social Welfare Item 259

Special Social Services-=Continued

special social services programs by way of a transfer from the ap-
propriation to the Department of Education in the 1971 Budget Act.
These funds relate to the. Department of Eduecation’s compensatory
education program and children’s centers program, Thus, a total of
$15,045,719 froin, the General Fund is proposed for support of the
department’s special social services programs during 1971-72. The
department estimates that an additional $42,373,520 will be provided
by the federal goverhment increasing, thereby, total support for the
dep]srtrgglent’s special social servieces programs to $57,419,239 during
1971-72.

_Educational §tipends : ‘

In past years, major expenditures for support of educational stipends
have been funded by this item. It is estimated that $1,126,800 will
be expended during 1970-71 for support of the department’s stipend
program. However, the budget proposes that during 1971-72 the de-
partment’s stipend program be abolished. The department indicates
that educational stipends are no longer necessary to induce students
to matriculate in courses leading to advanced degrees in the field of
social welfare. Increased interest in the profession on the part of stu-
dents, the department asserts, has eliminated the need for recourse to
any monetary inducements. ' ‘

;'Nlationwide Demonstration Program for Social Service Information Systems

The Nationwide Demonstration Projeet (NDP) is a federally spon-
sored program for the development of a standardized state and local
compiiter-based social information system. Implementation of the proj-
ect was authorized under Chapter 1418, Statutes of 1969 .(Intergovern-
mental Welfare Management and Information Systems Act of 1969).
. The 1969 statute also appropriated $108,000 from the General Fund
for support of the project. In our analysis of the 1970-71 budget, weé
recommended that the NDP staff, the Department of Social ‘Welfare
‘and the Human Relations Ageney reconcile their completed and
planned activities with the provisions of the 1969 act, In addition,
we recommend that the $319,500 from the General Fund (mateched by
$745,500 federal funds) requested for 1970-71 be withheld until ree-
oneiliation was achieved. Although the agencies involved ecomplied
with this recommendation, the state funds were deleted from the budget
by the Legislature due to other priorities. Following this lepislative
action, the Human Relations Agency and the Department of Social
Welfare obtained federal funds totaling $482,040 (approximately 40
peréent of the original federal-state request) and the project was con-
tinued at a reduced level without state support,

Although the 1971-72 budget does not specifically identify General
Fund support for the NDP project, we have been informed by the De-
partment of Finance that approximately $700,000 from the General
Fund will be available for support of NDP. It is our understanding
that these funds will be augmented by an additional $1.2 million in
federal funds. : '
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Item 260 ' Human Relations

‘We are withholding recommendation with regard to this item be-
cause we have not been supplied any detailed information as to what
this project is to achieve.. -On-the basis of discussions with departmental
personnel, there appears “to bé a considerable change from 1969 in the
objective of the projeet.

Human Relations Agency

WORKMEN’S COMPENSATION BENEFITS FOR
SUBSEQUENT INJURIES

Item 260 from the General Fund Vol, IIT p, 581 Budget p. 247

Requested 1971-72 . - $1,770,000
Estimated 1970-71 _ _ © 1,699,000
Aectual 1969-70 . ' 1,526,698
Requested inerease $71,000 (4.2 percent)
Total recommended reduetion . _________ None
. o ' " Analysis
SUMMARY OF MAJOR I'S_SUES AND RECOMMENDATIONS page

1. We recommend that future costs of this program be funded T04
from no-dependency industrial death benefit claims paid to the
stgte. Implementation of this recommendation would require a
constitutional amendment to permit the funding of the pro-
gram through the insurance hablhty of the employer rather than
by the state’s General Fund.

GENERAL PROGRAM STATEMENT

ThlS annual appropriation funds the state’s obligation for payment
of injury compensation claims awarded by the Workmen’s Compensa-
tion Appeals Board to workers who, after, suffering a permanent dis-
ability or physical impairment in the course of their employment, again
suffer an industrial injury. The award payments are administered by
the State Compensation Insurance Fund (a public enterprise), and the
money appropriated by this item includes the service charges of that
agency and those of the Attorney General who répresents the state 3
interests in the hearings before the appeals board or court.

The purpose of the program is to provide an incentive for employers
to hire persons who have been involved in a prior industrial accident
which resulted in an award for partial disability or physical impair-
ment by the appéals board. Under this program, the liability of the
employer for any subsequent injury which aggravates the original in-
jury is Hmited to that portion of the combined disability which is di-
rectly attributable to the latter injury. The difference between the em-
ployer’s portion of the award and the tofal award, as determined by
the appeals board, is funded through this appropriation.

ANALYSIS AND RECOMMENDATIONS

We recommend approval.
Table 1 shows the growth of the appropriation and the outstandmg
liabilities of the state for the years indicated.
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Human Relations : _ Ifem 261

Workmen's Compensation Benefits=~Continued
' Table 1
Selected Data, Workmen'’s Compensation for Subsequent Injuries
1968-69 1869-%0 1970-71+  1971-%21

Benefits Paid .. $1,158,037 - $1,312,823 $1,699,000 $1,533,000
Service Charges-S.CLF. oo .. _ 67,901 65,664 35,023 2 77,000
Attorney General Fees ___________ 145,266 148,219 18,3972 160,000
General Fund Appropriations _____ 1,300,000 1,444,000 1,653,000 1,770,000
Emergency Fund Alloeations _____ 61,206 82,697 46,000 —
Number Claims ________ .. 229 238 1231 N.A,
Outstanding Obligations —otee oo 22,110,716 238,178,542 23,517,961 N.A,

1 Estimated tull-year,
2 Actual mid-year,

ALTERNATE SOURCE OF FUNDING

We again recommend that consideration be given to funding this 'p? 0-
gram from a source other than the Generel Fund.

Implementation of this recommendation would require a constltu-
tional amendment, similar to ACA 72 of the 1961 session, followed by
appropriate legislation to permit the program to be funded by mno-'-
dependency death benefit claims paid to the state. Twenty-six states
now fund subsequent injury totally or partially in this manner.

Under current law, the statutory death benefits which normally are
paid to legal heirs are paid to no one if legal heirs cannot be found,
Only a burial expense of not to exeeed $1,000 is paid under these cir-
cumstances. It does not seem reasonable, however, that when an em-
ployée who has no legal heirs dies as a result of an industrial accident
-the employer should be relieved of an insurable liability which he must
assume if heirs exist.

ACA 72 provided that in cases of an accidental industrial death of
an employee who had no legal heirs to whom the statutory death bene-
fit could be paid, legislation could require that the death benefit be
paid to the state and used for the payment of subsequent injury claims.
. It is estimated that sueh a provision would eliminate or substantially

reduce General Fund expendltures for thls program, :

Office of Emergency Services

WORKMEN’S COMPENSATION FOR DISASTER
SERVICE WORKERS

Item 261 from the General Fund Vol. I p. 582 Budget p. 247

Requésted 1971-72 - $ 110,000

Estimated 1970-T1 106,000

Actual 1969—70 100,107
‘Requested increase $4,000 (38 percent)

Total recommended reduction : None

ANALYSIS AND RECOMMENDATIONS

We recommend approval.
Disaster service workers usually perform their duties on a voluntary.
basis, without regular compensation. In recognition of the risks and
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Ttem 261 Emergency Services

hazards of such work, the state first accepted responsibility in 1943
to compensate ‘‘civilian defense workers’’ for injuries or deaths occur-
ring in the line of duty. Subsequently, this was changed to disaster
service workers and is covered by Section 4351 through 4386, com-
prising Chapter 10 of Part 1 of Division 4 of the Labor Code.

The state appropriates annually for injury and death compensa-
tions based on estimates made by the State Compensation Insurance
Fund, which handles the compensation service. The Budget Act of
1969 appropriated $51,000 for this purpose which was subsequently
increased by a like amount alloeated from the Emergency Fund. The
Budget Act of 1970 appropriated $56,000 and it is currently estimated
that an additional $50,000 will be required from the Emergency Fund.
Both of these allocations result from the heavy fire and flood incidents
that oceurred during those fiscal years, The current estimates indi-
cate that there will be a carry over of injury claims from the current
fiscal year and as a consequence it is proposed to provide $110,000
which appears to be a reasonable amount under the circumstances.
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