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HEALTH AND WELFARE AGENCY 

Inconsistencies in Application of Cost
of-Living or Price Increases in 

the 1976-n Budget Year 

In our review of the budget requests for various programs administered 
by the Health and Welfare Agency, we were able to identify several 
inconsistencies in the application of cost-of-living or price increases. The 
budget requests for these programs are all reviewed by the same staff 
within the agency, and by the Health and Welfare Section in the Depart
ment of Finance. Significant inconsistencies were found in the areas of (1) 
state support of county administration, (2) physicians services, (3) mental 
health, drug abuse and alcoholism, (4) social services, and (5) welfare 
grants. 

General Fund support for county administration of the AFDC, Food 
Stamp and Medi-Cal programs is contained in two budget items, one for 
the Department of Benefit Payments and one for the Department Qf 
Health. County administration consists of county welfare departments' 
personnel and overhead costs related to eligibility determinations for 
these three programs. The Benefit Payments item provides for an overall 
6.7 percent increase for salaries, benefits and operating expenses. On the 
other hand, the Health item provides for only a 4.0 percent increase in 
operating expenses and no increase for salaries and benefits. Eligibility 
determinations for AFDC, food stamps and Medi-Cal are basically per
formed by the same type of personnel within each county. 

The Governor's Budget states that a special item for funding price and 
provider rate increases for Department of Health programs does not in
clude funds for physician providers of service under the Medi-Cal pro
gram. However, information supplied by the Department of Finance 
shows that within this same item, funds for physician rate increases in 
other programs are being provided. In addition, funds totaling $10 million 
General Fund for 1974-75 and $13.9 million General Fund for 1975-76, that 
were appropriated by the Legislature for physician rate increases under 
Medi-Cal, are being returned to the General Fund. 

Another inconsistency exists between the Short-Doyle program and the 
Drug Abuse and Alcoholism programs. The budget provides for a 6.5 
percent increase for labor related costs (including physicians) and a 4.0 
percent increase for nonlabor related costs of the Short-Doyle program. 
Similar increases are not provided in the budget for the Drug Abuse and 
Alcoholism programs, although the services are provided by the same 
type of county personnel as in the Short-Doyle program. 

Differing situations exist for the Social Services program. First, it is 
apparent that a flat 6.0 percent increase is included for the adoptions 
portion of the program. No similar increases are provided in the proposed 
budgets of other social service programs. 

Finally, in the area of welfare grants the budget proposes to fund a 12 
month cost-of-living increase for AFDC grants, but only a 6 month cost~of- " 
living for the state supplemental payment portion of the SSI/ SSP grants 

...( 
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for aged, blind and disabled. 
Budget hearings on the various programs administered by the Health 

and Welfare Agency, and the respective items supporting these programs 
in the Budget Bill, will have to address these inconsistencies. We have 
included discussion of these problems under each individual item. 

Health and Welfare Agency 

OFFICE ON AGING 

Item 278 from the General 
Fund Budget p. 687 

Requested 1976-77 ......................................................................... . 
Estimated 1975-76 .............................. ; ..... ~ ..... ~ ................................ ; 
Actual 1974-75 .................................................................................. . 

Requested decrease $140,733 (10.6 percent) 

$1,184,340 
1,325,073 

. 1,184,097 

Total recommended reduction ............................................. , ..... . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. Comprehensive Services to Elderly. Recommend office sub
mit at budget hearings a feasibility statement on long-range 
planning. 

2. Merger of Nutrition Projects with Area Agencies on Aging. 
Recommend: 
a. The office initiate a phase-in merger of nutrition projects 

with Area Agencies on Aging. . 
b. The Legislature require all nutrition projects to merge 

with Area Agencies on Aging. 
3. General Fund Reallocations. Recommend approval of 

proposed (a) increase in administrative expenditures and 
(b) decrease in state funds reserved for nutrition . 

. 4. Unspent Federal Funds. Recommend office report on sta
tus of unspent federal funds by December 1, 1976. 

5 .. Departmental Status. Recommend legislation to give the 
offide departmental status. 

6. Title XX Social Services. Recommend the director explore 
ways to coordinate Title XX programs with programs under 
the Older American~ Act. 

7. Support for Commission on Aging. Reduce by $18,798. 
Recommend reduction in request for consultant services 
and unallocated funds. 

8; Commission on Aging. Recommend legislation recon
stituting the Commission on Aging and redefining its role. 

GENERAL PROGRAM STATEMENT 

$18,798 

Analysis 
page 
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The California Office on Aging is authorized as the single state agency 
to administer funds which are allocated to the state under the federal 
Older Americans Act of 1965 as amended. The two major programs under 
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the· act are Title· III providing for the coordination of comprehensive 
services to the elderly and Title VII providing for nutrition programs for 
the elderly. The office is responsible for the planning, coordinating and 
monitoring of programs designed to stimulate the development of a state
wide network of comprehensive services which will promote the dignity, 
health and independence of older persons. 

The Governor's Budget identifies the following four programs adminis-
tered through .the Office on Aging: 

1. Program Division 
2. Administration Division 
3. Director's Office 
4. Commission on Aging 

. The Commission on Aging operates semi-independently of the Office 
on Aging. The commission is mandated by state statute to act in an. advi
sory capacity to the office and various other governmental entities and to 
serve as the principal advocate body in the state on behalf of older persons. 

ANALYSIS AND RECOMMENDATIONS 

The budget proposes a General Fund appropriation of $1,184,340, which 
is $140,733, or 10.6 percent, less than anticipated to be expended during 
the current year. The major item of reduction is the state funds held in 
reserve for nutrition programs. The total budget proposal including fed
eral funds is $22,388,591, a decrease of $340,589, or 1.5 percent, from es
timated current year expenditures. It is estimated that during the current 
fiscal year approximately $2.2 million will be spent for administrative costs 
of the office and the commission, $6B million will be available in cash 
grants to Area Agencies on Aging funded to coordinate services for seniors 
in specified jurisdictions and $12.8 million willbe available in cash grants 
to fund nutrition projects throughout the state. Table 1 compares estimat
ed total expenditures for 1975-76 with the proposed budget for ·1976-77. 

Table 1 
Office on Aging 

Estimated Total Expenditures 
1975-76 and 1976-77 . 

. Expenditures Items 
Office on Aging Administrative Costs .................. ; ................. .. 
Commission on Aging Administrative Costs .......................... .. 
Cash Grants, Coordinated Services .......................................... .. 
Cash Grants, Nutrition Projects ............................................. , .. .. 
Special Items: 

State Reserve for Nutrition ............... : ..................................... . 
Title IVa Training Grant ........................................................ .. 
Special Project .......................................................................... .. 

Total .................................................................................................. .. 
General Fund ............................................................................. . 
Federal funds ............................................................................. . 
Reimbursements ........................................................................ .. 

Estimated 
1975-76 
$1,955,619 

214,384 
6,837,118 

12,753,621 

496,820 
295,910 
175,708 

$22,729,180 
1,325,073 

21,204,251 
199,856 

Proposed 
1976-77 
$1,970,850 

214,384 
6,837,118 

12,753,621 

141,000 
295,910 
175,708 

$22,388,591 
1,184,340 

21,204,251 

Percent 
Change 

+0.8% 

-71.6 

-1.5% 
-10.6% 

-100.0% 
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PROGRAM DIVISION, ,0:; "\" 

,,1'h~,Prog~am Pivision, through region~officesin LosAng~les, Slim 
francisco aIJ,d Sacramento, administers the two major programs (coor
dinated services and nutrition projects) authorized and funded through 
the Qlder Americans Act of 1965, as amended. Both programs are. oper
att~<l through cash grants to local governmental jurisdictions or private, 
nonprofit organizations. 

Coordinated Services for Older Persons 

The coordinated services program is carried out through contracts 
negotiated with key agencies throughout the state .. California· has been 
divided into 25 priority service areas. Planning service agencies in each .' 
area were funded to complete an initial area plan, including demographic 
data about the elderly population, available services, service gaps, etc. The 
15 most populous priority service areas have n()w been placed under Area 
Agencies ,on Aging (AAA) funded by federal cash grants through the 
Office on Aging, E,ach AAA is responsible for planning and coordinating 
services to the elderly within its identified geographical area, and for 
funding those social service projects which best meet the priority needs 
identified in the area plan. . 

.There are many ,services available to older persons through a variety of 
sources. Often these services are fragmented and overlapping. Manysen
iors do not know of the existence of these services or how to apply for 
known !!ervices., , 

The task of bringing together these disjunctive services into a statewide 
service delivery system is the responsibility of the Office on Aging through 
theAAA's. Theofflce has no funding for providing direct services. Its role 
is.prlmarily planning and coordination; 

Studies by the Department of Finance and by the Joint Legislative 
Audit Committee have indicated that most of the functions of the office 
have been disjointed an:d ineffective. Planning and coordination of serv
ices at the state level have been almost nonexistent Most of the energy 
oBhe office has gone into the mechanics of identifying and funding Area 
Agencies on Aging and nutrition: projects. 

Long-Range Planning 

We recommend that the Office on Aging submit to the fiscal commit
tees during the budget hearings, a feasibility statement for the completion 
of a long-rangeplan for developing a statewide network of comprehensive 
servicesto the. elderly. . . ', . 

The office annually develops a state plan on aging which sets forth the 
priorities and objectives for the fiscal year. Concomitantly, each AAA 
develops a similar pl~, for its area. Most of these plans show objectives 
which, are lacking in overall direction .. There is the crucial lleed for the 
development ofa social policy on aging setting forthlong-range goals and 
objectives. Without such a policy the state will continue to suffer from the 
lack of direction which has been sharply criticized in the reports issued by 
the Department of Finance and the Joint Legislative Audit Committee. 

California has "a number of resources (e.g., experts from State Depart
ments of Housing, Transportation, Health, Employment, etc., and the 
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]:>ublicand private liighereducation systems) which are able to help de
velop a comprehensive long-:nmge social policy'pian for aging programs 
in California. We recommend that the Director of the Office on, Aging 
present at the budget hearings a statement regarding the development!of 
such a plan. The statement should include projected planning costs,'par
ticipants in the planning effort and a deadline for completion of the plan. 

Nutrition Projects 

The objective of the Nutrition Program is to provide low-cost, nutrition
ally sound meals to needy senior citizens on' a regular basis in attractive 
surroundings. The federal reguhitions require that each project be 'located 
in an area serving target groups of eligible persons. having the greatest 
need for nutrition services. Criteria for selection of target groups include 
identification of elderly persons who do not eat adequately because of 
poverty, lack of knowledge, limited mobility or' lack offuotivation, Each 
nutrition project approved by the office must serve, in a congregate set
ting,a minimum of 100 nutritionally balahced meals daily, five days or 
more a week. 

, The projects, which must also provide minimum social services to par
ticipants, are seen as ()ne alternative to the institutionalization of seniors 
resulting from physical and mental deterioration caused by inadequate 
nutrition and/ or personal isolation. 

17,950 Meals Per Day in Fiscal Year 1974-75. Approximately $8.3 million 
in federal funds were expended through the nutrition program during 
fiscal year 1974-75. During that same period, the local agencies sponsoring 
the projeCts have matched federal funds with cash or in-kind contributioris 
of $3.6 million. As of June 30, 1975, there were 313 meal sites throughout 
the state serving an average of 17,950 meals daily. . '.' 

Merger of Nutrition Project with Area Agencies on Aging . 

, We recommend that the Office on,Aging (a) identify those Area Agen
cies on Aging (AA,A) which are now administratively capable of handling 
the fllnding of nutrition projectsin their respective areas, (b) begin im
mediately to fund all new nutrition projects in those. identified areas 
through the AAA and (c) phase in funding through the AAA of all mitri
tion projects in those areas at the beginning of each project's renewal 
cycle. ' 

We recommend further that the Legislature pass a resolution directing 
that each nutrition project within areas covered by an area agencyshall 
be funded through that agency by the end of each project's 1977 fiscal 
cycle .. 

The 'nutrition projects spend about 19 percent of their grants for the 
provision of social services to project partiCipants. In spite of this signifi
cant expenditure for soCial services; the projects are funded directly by the 
office rather than through the Area Agencies on Aging which have the 
responsibility of coordinating all services to the elderly in their respective 
areas. This practice developed during the early stages of growth of the 
area agencies at which time they were administratively incapa~le of han
dling the funding and monitoring·of the nutrition projects'. 
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We believe that the two programs should be merged adniinistratively 
as soon as feasible. The merging of. the programs will provide a better 
integration of social service resources in the affected priority service areas. 
It should also enable more of the funds of the nutrition projects to be 
utilized for purchase of meals by providing the needed social services 
through other resources in the area. 

Some of the area agencies are still not sufficiently developed to assum~ 
responsibility immediately for funding and evaluating the nutrition 
projects. Thus funding of the nutrition projects through AAA's should be 
phased in wh~re the AAA now has the expertise to administer the funding. 
New projects should be f1,lnded through theAAA's which are capable of 
handling the responsibility. Since nutrition projects have individmil budg
eting cycles, project renewal dates vary. The most orderly merging of the 
mltrition projects with the AAA's can be achieved by phasing in on a 
project-by-project basis as renewal dates occur. 

In order to assure that the nutrition projects are merged with the coor
dinated services programs under the planning and coordinating efforts of 
the AAA's in a timely manner, we are recommending that the Legislature 
set a firm deadline for transition. This will give the· office time to assist 
AAA's to become ready to assume the responsibility and to work with 
nutrition projects in making the transition. 

General Fund Reallocations 

We recommend approval of the proposed reallocation' of General Fund 
appropriations which (a) increases administrative expenditures for the 
office by $212,988 and (b) reduces funds held in reserve for nutrition by 
$355,820. .' 

Although the overall General Fund budget request for 1976-,.77 is re
duced, there is a significant change in the way the funds will be allocated. 
Table 2 compares the estimated expenditures of state funds in the current 
year to the propdsed expenditures in 1976-,.77. 

Table 2 
Allocation of General Fund Appropriation 

State Share of Administrative Costs 
Office on Aging ............................................................... . 
Commission on Aging ................................................... . 

Reserve for Nutrition ......................................................... . 
Total ............................................................................... .. 

Estimated Proposed 
Expenditures ExpeIJditures Percent 

197~76 1976-77 Change 

$727,108 
101,145 
496,820 

$1,325,073 

$940,096 
103,244 
141,000 

$1,184,340 

+29.3% 
+2.1 

-71.6 
-10.6% 

Increased Administrative Expenditures. In October 1975, the new ad
ministration of the Office on Aging became aware that it was facing a need 
for a budget augmentation or a severe reduction in administrative ex
penditures. The administrativ:e budgetshortage was the result of the re
duction of federal support revenues for Title III by almost $200,000. The 
office is attempting to negotiate an interagency agreement with the De
partment of Health to complete a study of the Meals-on-WheelsProgram 
as an alternative to homemaker services or institutionalization. This is 
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expected to make up the budget deficit for the current year~ 
It is necessary, if the office is to continue to function at its current 

staffing level, that the state General Fund allocation for admiriistratioii be 
increased by the requested $212,988 for fiscal year 197~77; We believe 
that the current staffing level is appropriate. Therefore, we recommend 
approval of the proposed reallocation of funds. . 

State Funds Reserved for Nutrition. Beginning in 1972; the Legislafure 
began appropriating funds to be used to augment local nutrition programs' 
for the aging where local funds are insufficient to meet the required 10 
percent match to qualify for federal funds. There has been little or no 
demonstrated need for these state funds. Local agencies havebeen'able" 
to provide their matching requirements either in kind or in dish. . 
. Table 3 shbws the amounts appropriated for nutrition reserves' from 

fiscal year 1972-73 through the current year and the amounts ~ctUally 
expended. .. . , 

Table 3 
Nutrition Reserve Fund Appropriated and Expended 

1972-73 Through 1975-76 

197~73 1973-74 1974-75 197~76 

Chapter 918, Statutes of 1972 .......... $400,000 
Regular Budget Appropriations ...... $400,000 $50,000 $141,000 
Chapter 1345, Statutes o£.1974 ........ 91,000 55,820 

Special Budget Act Appropriation 
(Item 270.1) ............... ; ................. . 300,000 

Total Available ................................ $400,000 $400,000 $141,000 $496,820 
Total Spent .... : ................................. .. $85,180 NA 

NA-Not Available 

(prior year. 
balanCe)' , 

The Office on Aging has attempted to find. needs to spend the funds 
according to the legislative intent. However, the need for this type of an 
appropriation in excess of $141,000 has not materialized. In fiscal year 
1974-75 a total of $85,180 was expended of the $i41,OOOappropriation. 
During the current year a total of $496,820 is available. The amount which 
will actually be spent is unknown, but the need does not appear to exceed 
the $141,000 level. Therefore, we recommend that the proposed appro~. 
priationof $141,000 be approved. 

ADMINISTRATION DIVISION 

The. Administration Division provides support to the regional offices for 
personnel, budgeting, auditing, training, accounting and business services. 

Reports by the Department of Finance and the Joint Legislative Audit 
Committee have been highly critical of the lack of administrative controls 
and accountability of the office. Particularly criticized were the lack of (1), 
any objective criteria for evaluating grant applications, (2) an effective 
monitoring of grantees,' (3) a formal process for closing projects and,'(4} 
a method fqr recovering unused· funds from terminated projects. Both 
reports made a number of specific' recommendations for tightening ad· . 
ministrative' controls and procedures. The office has reorganizedman 
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attempt to improve its management and is actively pursuing a number of 
the recommendations. 

Status of Unspent .Federal Funds 

We recommend that the office submit to the Joint Legislative Budget 
Committee by December 1, 1976, a status report relating to the federal 
funds which have been unspent. . 

The October 1975 report of the Joint Legislative Audit Committee in
dicated that over $14 million in federal funds which were potentially 
available for distribution by the office had not been distributed. Surpluses 
of $5;8 million in Title VII nutrition funds and $8.5 million in Title III funds 
were potentially available. 

The identified fund surpluses are the result of several factors, primarily 
(1) delayin the initial 1972-73 fiscal year funding from Congress until near 
the -close of the fiscal year (hence, funds for fiscal yea:rs 1972-73 and 
1973-14 became available for distributional approximately the same 
time), (2) the start-up process of initiating new nutrition projects and 
newly designated AAA's delayed both the allocation and expenditure of 
available funds, (3) the annual delay in Congressional appropriations for 
the Older Americans Act programs prevents timely allocations to grantees 
and (4) the organization and administration of the office resulted in in
decision and further delays. 

As of October 31, .1975, all funds comniitted to the office through June 
30, 1975, had been encumbered to grantee agencies. Table 4 shows the 
amounts of federal funds available to California, encumbered and request
ed or unrequested by grantees during fiscal years 1973-74 through 1975-
76. We are concerned by the large amount of funds which, although 
encumbered, have been unrequested by the grantees. 

Table 4 
Federal Fund Obligations and Expenditures 

1973-74 through 1975-76 

Title. III Coordinated Services 
Available ...................................................................... .. 
Encumbered ..................... : ..................................... ; .. .. 
Requested by grantee .............................................. .. 
Unrequested by grantee ........................... , ............... . 

Title VII Nutrition 
Available ....................................................................... . 
Encumbered .............................................................. .. 
Requested by grantee .............................................. .. 
Unrequested by grantee ........................................... . 

1973-74 1974-75 

$4,780,795 
4,780,303 
2,523,483 
2,256,820 

8,454,413 
8,454,412 
8,441,235 

13,177 

$6,837,118 
6,820,587 

214,988 
• 6,605,599 

8,454,413 
8,454,328 
6,897,104 
1,557,224 

1975-76 

$1,570,075 
1,210,714 

12,000 
1,198,714 

10,609,656 
3,941,692 

398,679 _ 
3,543,013 

The director ofthe office has taken steps to deal with the issues involved 
such as better accounting procedures, closer monitoring of grants and 
better planning for grant allocations. Efforts are now being pursued to 
encourage grantees to administer available funds effectively and to liqui
date all budget surpluses by providing more services to the elderly. The 
director estimates that there will be "an approximate breakeven" on Title 
VII funds by September 1976, and on Title III funds by February 1977. 
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DIRECTOR'S OFFICE 

The director's office includes the director, deputy director, the com
munications unit and the liaison and special project units. 

Departmental Status 

We recommend legislation to give departmental status to. theOllice on 
Aging by changing its name to the Department on Aging. 

One of the major failures of the Office .on Aging has occurred in the area 
of coordinating state resources. The director is now in the process of 
establishing the California Interdepartmental Committee on Aging which 
will bring together the Directors (or representatives) of Employment 
Development, Health, Benefit Payments, Education, Housing and Com
munity Development, Transportation, Consumer Affairs, Food and 
Agriculture and the State Office of Economic Opportunity. This should 
help to bring together available resources to meet the needs of California's 
older citizens. 

This coordinating effort could be enhanced by giving the office depart
mental status. The director by state statute is already given the "powers 
and salary base of the head of a department;" is housed separately from 
the Health and Welfare Agency and is fully self-contained. Therefore, 
giving the office departmental status will not .create any new costs. 

Title XX Social Services 

We recommend that the Director of the Ollice on Aging in cooperation 
with the Director of the Department of Health explore ways iii which 
Title XX programs can be more effectively integrated and coordipated 
with programs funded under the Older Americans Act. . " 

Funds available through Title XX of the Social Security Act are a major 
source of services to the elderly. Both Title XX and the Older Americans 
Act call for services which provide alternatives to institutional care of the 
elderly. There are indications that meals delivered to the home-bound 
may present a significantly less costly alternative for some older persons 
than the homemaker / chore services. This recommendation is alsoma,de 
in our discussion on the Homemaker program in Item 291. 

A number of other services needing coordination in the two funding 
sources include employment, transportation, escort services, information 
and referral services and health care services including senior day centers 
and health screening programs. 

COMMISSION ON AGING 

The Commission on Aging consists of 15 members who are mandated 
by state statute to (1) act as the principal advocate body for the elderly 
in the state and (2) advise the Governor, Legislature, Office on Aging and 
other state agencies on all problems relating to aging. 

Budget Needs 

We recommend that the support budget for the Commission on Aging 
be reduced to $175,384, a total reduction of $39,000 (General Fund-reduc
tion of $18,798) in the request for consultant services and unallocated 
funds. 
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The commission budget calls for $20,000 for cOllsultant services, $10,000 
unallocated funds and $9,000 contingency funds. The commission now has 
a staff consisting of an executive secretary, an administrative assistant, a 
secretary, a stenographer and a clerk-typist, and has budgeted $8,000 for 
temporary help. In addition, the staff resources of the Office on Aging are . 
available to address specific issues the commission may raise. We do not 
pelieveadditional funds should be budgeted for consultant services. We 
are unable to find any justification for an unallocated reserve of $10,000 or 
a contingent fund of $9,000. Therefore, we recommend that the budget for 
~he. commission be reduced by $39,000 proportionately distributed. 
between state and federal support funds, a reduction of $18,798 from the 
General Fund. 

Redefinition of Composition and Role 

We recommend legislation which would reconstitute the Commission 
on Aging and redefine its role. 

In a letter dated September 24, 1975, the Director of the Federal Re
gional Office on Aging stated that "the California Commission on Aging, 
as presently constituted, does not meet requirements of the Federal Rules 
and Regulations." The primary problems of conformity cited were (1) the 
membership of the commission does not consist of at least one-half of the 
membership being consumers of services under the program and (2) the 
prime function of the commission, under federal regulations, is to be an < 

advisory committee to the Office on Aging, whereas the present commis
sion functions primarily in a legislative advocacy role. Unless these factors 
aTe corrected, California may experience future funding problems with 
the federal regional office (although at present the only action taken was 
tel reduce the federal allocation for the support of the commission). 

The Office on Aging has not made good use of the commission. Many 
recommendations relating to more timely administration of grants and 
more effective monitoring of grantees have been ignored by the office. 

From our observations it appears that the present statutory mandate 
hampers the commission from effectively advising the office. In accord
ance with state statute, the commission functions as a semi-independent 
. entity conducting some of its own research into matters on aging and 
concentrating on legislative advocacy. Recently, the commission has es
tablished separate lines of communication with directors of AAA's and 
nutrition projects. These efforts, if continued, would almost certainly lead 
toa growing need for more staff and the building up of an independent 
body competing with rather than advisory to the office. 

Federal regulations require that at least 50 percent of the members of 
the advisory body be consumers of programs for seniors. We believe legis
lative changes should be made which would direct that the commission 
members be selected in part from consumers who are also members of 
advisory bodies that work directly with AAA's or nutrition projects. We 
further recommend that the role of the commission be statutorily rede
fined as primarily advisory to the office. Consideration should be given to 
reducing the support staff to that of an executive director and a secretary 
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who would be housed with the Office on Aging staff. Research needed to 
effectively advise the office should be conducted by the office in response 
to requests from the commission. 

The statewide advisory committee, which is as an advisory body to the 
commission, should be eliminated and its functions assigned to the com
mission. The statewide advisory committee consists of 35 members who 
are representative of planning areas throughout the state. State statute 
requires the committee to meet at least quarterly and to be advisory to 
the commission. The existence of an advisory body to an advisory body 
leads to duplication of effort and inefficiency of communication. We be
lieve services to seniors would be greatly enhanced by merging the duties 
of the two advisory bodies into one. In order to maintain area representa
tion the size of the commission may need to be expanded, 

Health and Welfare Agency 

DEPARTMENT OF ALCOHOLIC BEVERAGE CONTROL 

Items 279 and 280 from the 
General Fund Budget p. 690 

Requested 1976-77 ......................................................................... . 
Estimated 1915-76 ............................................................................ . 
Actual 1974-75 ................................................................................. . 

$32,091,906 
30,556,689a 

30,111,066a 

Requested increase $1,535,217 (5.0 percent) 
Total recommended reduction .................................................. .. '$35;000 
a Includes budgets for current Department of Alcoholic Beverage Control and Office of Alcohol Program 

Management, 

1976-77 FUNDING BY ITEM AND SOURCE 

Item 
2:19 

280 

Description 
Support ofD'epartment of Alcohol
ic Beverage Control 
Local assistance for alcoholism pro
grams 

Fund 
General 

General 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

Amount 
$10,618,000 

21,473,906 

$32,091,906 

1. Departmental Support. Reduce Item 279 by $35,()()(). Rec
ommend deletion of state funds transferred from the De
partment of Health to the Department of Alcoholic 
Beverage Control for administrative positions 

2. Price-Posting Law. Recommend new department review 
price~posting law and report to the Legislature with recom
mendations by January 1, 1977. 

3. Workload Measures. Recommend new department de-

Analysis 
page 
497 

499 

Analysis 
page 

497 

497 

498 
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velop workload measures for licensing and compliance staff. 
4. Review of License Fee Structure. Recommend new de- 498 

partment review its license fee structure and advise Legisla-
ture of adjustments which' should be implemented 
statutorily. 

5. Proposal to Reduce Excessive Drinking. Withhold recom- 499 
mendation on counter advertising and prevention project 
pending report by Office of Alcoholism to the nscal commit-
tees during budget hearings regarding a more precise deter
mination of plans and costs for. this proposal. 

6. State H:ospital Alcoho.lismPrograms. Recommend the Of- 500 
.nce of Alcoholism report to the nscal committees during 
budget hearings on the impact of closing the Metropolitan 
State Hospital alcoholism program. Recommend new De
partment of Alcoholic Beverage Control prepare a report to 
be submitted to the Joint Legislative Budget Committee by 
December 1, 1976 which (a) evaluates the current alcohol-
ism program at Camarillo State Hospital and (b) reports on 
the status of state hospital patients with primary diagnosis 
of alcoholism who are not being treated in hospital alcohol-
ism programs. 

GENERAL PROGRAM STATEMENT 

Pending, legislative approval of a proposed reorganization plan which 
the Governor will submit to the Legislature early in this session, the 
budget for the Department of Alcoholic Beverage Control was developed 
on the basis of a consolidation of the existing Department of Alcoholic 
Beverage Control and the Office of Alcoholism. The new department will 
retilin its current title because of constitutional requirements, but will be 
located within the' Health and Welfare Agency. 

Although the purpose of the reorganization plan is to "effectuate a 
coordinated effort to combine the state's alcohol temperance policies and 
rehabilitation and treatment policies," the budget reflects the creation of 
a new department with two distinct and separate functions. No program 
consolidation is evident nor are significant budgetary savings proposed. 

Current Programs 

The present Department of Alcoholic Beverage Control (ABC) is given 
exclusi~e power by the State Constitution in accordance with laws enact
ed by the Legislature to license the manufacture, importation and sale of 
alcoholic beverages in California and to collect license fees. The depart
ment is also given discretionary power to deny, suspend, or revoke li
censes. 

The department, headquartered in Sacramento, maintains a northern 
division office in San Francisco, which supervises nine northern district 
offices, and a southern division office in Downey, which supervises 10 
southern district offices. . 

The Office of Alcoholism came into existence January 1, 1976, following 
enactment of Chapter 1128, Statutes of 1975, (SB 744) and was designated 
to receive federal and state funds directly for the state alcoholism pro-
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gram. Previously these funds were budgeted through the Department of 
Health. The Office of Alcoholism replaces the Office of Alcohol Program 
Management (OAPM) and assumes responsibility for most of the func
tions performed by OAPM. In addition, the Office of Alcoholism assumes 
responsibility for certain functions performed by the Department of 
Health through the Short-Doyle community mental health program in 
administering alcoholism programs. 

The state alcoholism program is comprised of the alcoholism programs 
administered by the 58 cOUIities. These programs are financed on the basis 
of 90 percent state funds and 10 percent county funds for the cost of all 
services specified in state-approved county' program budgets. Additional 
county and Federal funds may also be expended for county services. 

The Office of Alcoholism has encouraged counties to develop compre
hensive services which include prevention, detoxification, residential and 
outpatient services. Estimates from the Office of Alcoholism indicate that 
total county alcoholism funds (including federal grants and third-party 
reimbursements) are spent as follows: (1) detoxification service&-25 per
cent, (2) residential services-19 percent, (3) outpatient and day treat
ment-26 percent, (4) prevention and case-finding-17 percent, and (5) 
administration-12 percent. 

In the past, the primary means of treatment was to identify alcoholism 
as a physical or mental illness to be treated by physicians and psychiatrists. 
More recently, county programs are beginning to identify alcoholism as 
an undesirable, learned behavior to be treated in a nonhospital setting by 
alcoholism counselors, social workers and recovered alcoholics. All forms 
of treatment are used in most county programs today. 

The kinds of services offered by county alcoholism programs vary ac
cording to the county's geographical size, population, administrative 
framework and level of citizen concern. Most of the large and medium
size counties provide a broad range of services. In some small, rural coun
ties where administrative and dollar resources are also small, alcoholism 
services may be limited to detoxification services only. . 

Counties also deliver alcoholism services in a variety of ways. For exam
ple, some services may be provided either directly by a county agency or 
by a private agency under a contract arrangement with the county. Some 
county services which treat alcoholics may be designed to treat a broad 
range of mental illnesses. Other services may be designed to treat alcohol
ics only. In Los Angeles County, separate outpatient services for alcoholics 
are provided in community mental health outpatient clinics, while all 
other services for alcoholics are provided by private agencies contracting 
with the county. In Alameda County, all services for alcoholics are sepa
rate from other mental health services. Treatment services are provided 
by county agencies and prevention services are provided by private con
tract agencies. 
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Implementation of New Alcoholism Program Legislation 

The new Department of Alcoholic Beverage Control will assume from 
the Office of Alcoholism the task of implementing Chapter 1128, Statutes 
of 1975, (SB 744). This legislation does not directly affect how and what 
kinds of services are provided. Instead, it changes how funds are allocated 
for alcoholism services and who is responsible for such funds. In the past, 
alcoholism funds were appropriated to the Department of Health to be 
allocated to Short-Doyle community mental health programs in the coun
ties. As of July 1, 1976, alcoholism funds will be appropriated directly to 
the proposed Department of Alcoholic Beverage Control which in turn 
will allocate these funds directly to county alcoholism programs. 

County alcoholism programs will use such funds to support separate 
alcoholism services or to "buy" services for alcoholics from community 
mental health facilities. The new legislation requires most counties to 
appoint.a full-time alcoholism program administrator reporting directly to 
the county rather than to the mental health director. 

Chapter 1128 also requires the Office of Alcoholism to develop a com
prehensive plan, implement a management information system, and de
velop evaluation procedures for county and statewide programs. The 
legislation also redefines criteria for determining county allocations. 

Current efforts at data-gathering, cost reporting, and evaluation are 
miniffial. As a result it is extremely difficult to identify the extent of alcohol 
abuse in California, the quality and impact of current programs and serv
ices, or the current patterns of county program costs· and expenditures. 
The new department must develop measurement criteria and needs to 
clarify its role with county alcoholism programs iIi establishing, imple
menting and monitoring program goals and priorities at the state and 
county levels. 

The Office of Alcoholism will submit a progress report to the Legislature 
in January 1976. Pursuant to Chapter 1128, the Legislative Analyst will 
suhJnifa report to the Legislature in January 1977, on the administrative 
effectiveness of the state alcoholism program. 

New' Program Elements 

The budget indicates that the new department will have six programs 
funded through two budget items. Item 279 includes support for the li
censing and compliance programs which' were administered by the 
present Department of Alcoholic Beverage Control. It also includes sup
port for the administrative portions of both the Office of Alcoholism and 
the present Department of Alcoholic Beverage Control. Item 280 includes 
support for local assistance for alcoholism programs and is comprised of 
three programs: (1) community services, (2) treatment and rehabilita
tion, ahd (3) county administration, which were previously administered 
by the Office of Alcoholism. Table 1 illustrates the 197~77 budget for the 
new department and identifies those amounts used to support programs 
currently located in the existing departments. 
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Table 1 
1976--77 Budget Summary-Department of Alcoholic Beverage Control 

Program 
Departmental Support . 

Licensing ......................................................... . 
Compliance ....................... : ............................ .. 
State Administration .................................... .. 

Local Assistance 
Community Services .................................. .. 
Treatment and Rehabilitation .................. .. 
County Administration .............................. .. 

Totals .................................................................. .. 
General Fund ................................................ .. 
Federal Funds .............................................. .. 
Reimbursements ........................................... . 

Man-years .......................................................... .. 
a Includes reimbursements. 

ORiceof Existing New 
Alcoholism Department Department 
Component Component Total 

$2,380,882 

6,789,ffl8 b 

16,193,214 
2,271,192 

$27,635,166 
22,497,613 
5,137,553 

o 
55.6 

$4,595,869 a 

3,604,905 
1,558,101 

$9,758,875 
9,614,293 

o 
144,582 

438.3 

$4,595,869 a 

3,604,905 
3,938,983 

6,789,ffl8 b 

16,193,214 
2,271,192 

$37,394,041 
32,lH,906 b 

5,137,553 
144,582 

493.9 

b Includes $20,000 appropriated in Chapter 1133, Statutes of 1975. 

ANALYSIS AND RECOMMENDATIONS 

The pro.po.sed state appro.priatio.ns fo.r suppo.rt o.f the new Department 
o.f Alco.ho.lic Beverage Co.ntro.l in fiscal year 1976-77 total $32,091,906, an 
increase o.f $1,535,217 o.r 5.0 percent o.ver the current year estimated ex
penditures o.f the two. separate departments. An additio.nal $20,000 was 
appro.priated by Chapter 1133, Statl~tes· o.f 1975, fo.r implementatio.n o.f a 
drunk driver treatment pro.gram in fo.ur co.unties. The to.tal pro.grani, ex
penditure, including federal funds and reimbursements, is $37,394,041 fo.r 
1976-77, which is an increase o.f $1,203,668, o.r 3.3 percent, o.ver the amo.unt 
estimated to. be expended fo.r the two. separate departments during the 
current year. Table 2 summarizes the new department's pro.po.sed budget 
and indicates pro.posed do.llar and po.sitio.n changes fro.m the current year. 

The majo.r pro.po.sed increase is $1,730,000 fo.r a pro.gram to. reduce 
excessive drinking thro.ugh neighbo.rho.o.d o.utreach and media campaign 
effo.rts in o.ne o.r two. regio.ns o.f the state. Additio.naJ increases' include a 
General Fund transfer o.f $672,963 fro.m the co.mmunity mental health 
pro.gram within the Department o.f Health to. the new Department o.f 
Alco.ho.lic Beverage Co.ntro.l fo.r lo.cal assistance to. co.unty alco.ho.lism pro.
grams. A similar transfer o.f $35,000 fro.m the Department o.f Health is 
pro.po.sed fo.r state administratio.n Co.sts relating to. the alco.ho.lism pro.gram 
including acco.unting, perso.nnel, and Co.st repo.rting functio.ns. An increase 
o.f $139,647 is alSo. pro.po.sed fo.r the o.perating expenses and equipment 
po.rtio.n o.f state allo.catio.ns to. co.unty alco.ho.lism pro.grams to. co.ver a Co.st
o.f-living index increase. 

These increases are being partially o.ffset by (1) redirectio.n o.f funds 
resulting fro.m the clo.sing o.f the alco.ho.lism pro.gram at Metro.po.litan State 
Ho.spital currently funded by a budget appro.priatio.n fo.r state ho.spitals to. 
the Office o.f Alco.ho.lism, (2) by transfer o.f funds fro.m the Office o.f 
Alcoho.lism to. the Department o.f Rehabilitatio.n fo.r administratio.n o.f vo.
catio.nal rehabilitatio.n fo.r alco.ho.lics, and (3) by a decrease in federal funds 
available fo.r alco.ho.lism pro.grams. 
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Table 2 
Budget Comparison of Total Program Expenditures 

197~76 and 1976-77 

Chang,e from 1975-76 
Program 
Departmental Support 

Licensing ................................. . 
Man-years .............................. .. 
Compliance ..... , ............. : ......... . 
Man-years .............................. .. 
State Administration ............ .. 
Man-years a ............................ .. 

Local Assistance 
Community Services .......... .. 
Treatment and Rehabilita-

1975-76 

$4,429,895 
204 

$3,494,774 
159 

$4,294,060 
127.7 

$4,794,859 

1976-77 

$4,595,869 
204 

$3,604,905 
159 

$3,938,983 
130.9 

$6,789,878 b 

tion ........................................ 17,032,332 16,193,214 
County Administration ........ 2,144,453 2,271,192 

Totals ............................................ $36,190,373 $37,394,041 
Man-years .................. :............. 490.7 493.9 

a Includes all positions which support Office of Alcoholism functions. 
b Includes $20,000 appropriated in Chapter 1133, Statutes of 1975. 

Amount 

$+165,974 

$+110,131 

$-355,077 
+3.2 

$+ 1,995,019 

-839,118 
+126,739 

$+ 1,203,668 
+3.2 

ITEM 279-DEPARTMENTAL SUPPORT 

Percent 

+3.7% 

+3.2 

-8.3 
+2.5 

+41.6 

-4.9 
+5.9 
+3.3% 
+0.6% 

We recommend deletion from Item 279 of $35,()()() which the budget 
tran$fers from the Department of Health ,to the new Department of Al
coholic Beverage Control for administrative positions. 

Item 279 is comprised of elements previously used to support the cur
rent Department of Alcoholic Beverage Control and the state administra
tion of the Office of Alcoholism. The budget proposes a General Fund 
appropriation of $lO,618,000 to be used for personal services and operating 
expenses and equipment in support of the p.ew department. This amount 
includes support for the investigation and processing of licenses for prem
ises where alcoholic beverages are produced, sold, or consumed, and for 
enforcement of state alcohol laws. 

We recommend that $35,000 in General Fund monies be deleted from 
Item 279. The budget proposes that these funds be transferred from the 
Department of Health to the new Department of Alcoholic Beverage 
Control budget for administrative functions previously performed by 

, Health for the Office of Alcoholism. These funds are available for depart
mental support but have not been allocated for specific positions. While 
there may be a need to establish additional accounting positions in fiscal 
year 1976-77, the Department of Finance has indicated it is identifying 
current workloads and reviewing possible redirection of existing personal 
services if needed. Additional positions could also be funded from discre
tionary federal funds used for administrative positions by the Office of 
Alcoholism before the proposed reorganization. 

Review Price-Posting Law 

We recommend that the department review the price-posting law and 
report to the Legislature with recommendations by January 1, 1977. 

As discussed in previous analyses, we believe that the minimum price 
maintenance and price-posting requirements of the Alcoholic Beverage 
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Control Act serve primarily to protect the liquor industry from the effects 
of a "free market." The price-posting provisions constitute, in effect, a 
subsidy to the industry because the state's police power is used to enforce 
a minimum pricing structure established by the industry. 

Our previous studies indicated that the magnitude of this subsidy was 
equivalent to 120 percent of the state's excise tax on distilled spirits. Dur
ing 1975-76, that would be equivalent to $125 million. If price posting were 
repealed, it would be possible to double the state's excise tax and still 
provide a net price reduction to consumers. 

We continue to recommend elimination of price posting. 

Workload Measures and Staffing Standards for Field Offices 

We recommend that the department develop workload measures for 
the licensing and compliance staff at the 19 district and four branch offices. 

Although the department collects basic workload data regarding the 
number of license applications processed and the number of complaints 
investigated, it has not attempted to develop appropriate workload stand
ards for its staff. Our review of the relationship between staffing levels and 
workload indicates variations exist among field offices. For example, one 
clerical position supported an average of 3.6 professional positions in the 
northern division but only 2.9 professional positions in the southern divi
sion. If the workload standards used in the northern division were applied 
statewide, approximately 11 clerical positions could be eliminated. 

We believe that relatively simple workload measures could be devel: 
oped and used to equalize the workload. assigned to professional and 
clerical personnel. This would promote a more efficient use of existing 
staff. 

Need for Adjustment in License Fee Structure 

We recommend that the department review its license fee structure 
and advise the Legislature of adjustments which should be implemented 
statutorily so that sufficient General Fund revenue is generated to cover 
licensing, compliance and related administrative costs. 

The licensing and compliance activities of the Department of Alcoholic 
Beverage Control are supported by the General Fund, but the depart
ment is a revenue producing agency. It collects and distributes fees under' 
a schedule established by statute. Original license fees and license transfer 
fees, for example, are deposited directly into the General Fund. License 
renewal fees, intracounty transfer fees, and amounts paid under "offersin 
compromise" are deposited in the Alcoholic Beverage Control Fund. In 
April and October of each year, 90 percent of the money on deposit in this 
fund is divided among the state's 58 counties and more than 400 cities 
under a statutory formula, and the remaining 10 percent is then deposited 
in the General Fund. Table 3 details these revenue sources. 

Amounts collected historically have produced enough General l\uIld 
revenue to cover the existing department's support costs. However, jn .. 
1975-76, General Fund deposits from fees and charges ($8,615,000) will 
not cover the cost of departmental operations ($9,291,432). In the budget 
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Table 3 
License Fee and Miscellaneous Revenue 

(General Fund) 

Original license fees .............................................. . 
Transfer fees .......................................................... .. 
Special fees ....... ; ...................................................... .. 
Service charges ...................................................... .. 
Penalties .................................................................. .. 
General Fund portion of annual fees and offers 

in compromise .............................................. .. 
Miscenaneous .......................................................... .. 

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

Actual 
1974-75 
$2,168,680 
3,836,902 

488,292 
102,766 
14,700 

1,740,585 
1,498 

$8,353,423 

Estimated 
1975-76 
$2,250,000 
4,100,000 

450,000 
100,000 
15,000 

1,700,000 

$8,615,000 

Estimated 
1976-77 

$2,250,000 
4,200,000 

450,000 
100,000 
15,000 

1,700,000 

$8,715,000 

year, cost of enforcement will exceed General Fund revenue by lO.3 
percent. 

Some of these' fees have not been revised in 40 years. For example, the 
beer and wine wholesaler's license has cost $56 since 1930. We believe that 
fees should cover the costs of enforcement of the Alcoholic Beverage 
Control Act and recommend that the department review its fee structure 
and seek legislation to increase fees to a level sufficient to cover costs of 
enforcement for the next several years. 

ITEM 280-LOCAL ASSISTANCE FOR ALCOHOLISM PROGRAMS 

Item 280 appropriates a General Fund amount of $21,473,906 for local 
assistance for alcoholism programs for fiscal year 1976-77. This is not di
rectly comparable to last year's local assistance budget item which also 
included funds for state administration. 

The budget appropriates these funds to the new department, most of 
which are then allocated to the 58 counties operating under the provisions 
of California's alcoholism program legislation (Chapter 1128, Statutes of 
1975). 

Foods appropriated by this item support three components of the alco
holism program (1) community services which include prevention, edu
cation, drunk driver treatment and occupational alcoholism programs, (2) 
treatment and rehabilitation which include recovery home, outpa.tient, 
detoxification, and hospital services,.and (3) county administration. Th-e 
cost-reporting system makes . it impossible to determine the current 
amount of state funds spent QY counties within each of these categories. 
We anticipate that the new payment and cost reporting system currently 
being developed by the Office of Alcoholism will correct this situation. 

Proposal to Reduce Excessive Drinking 

We withhold recommendation on $1,730,000 contained in the Gover
nors Budget for the development of a counter-advertising and prevention 
project pending a report by the ORlce of Alcoholism to the fiscal commit
tees during budget hearings regarding a more precise determination of 
plans and costs for this proposal in the 1976-77 fiscal year. 

The budget proposes a General Fund appropriation of $1,730,000 to be 
used to conduct a counter-advertising and prevention project to reduce 
excessive drinking in one or two regions of the state. Of this amount, 
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$865,000 represents new General Fund monies, while an additional $865,-
000 will be redirected from closing of the alcoholism treatment program 
at Metropolitan State Hospital. , 

The department views the project as the beginning of a continuing 
prevention program. The funds proposed in the budget will be used to 
cover costs for county administration, neighborhood cottage centers, 
school workshops, public advertising efforts, and project evaluation. One 
and one-half positions currently funded by $25,000 in federal alcoholism 
prevention funds will be used to aid in the state administration of the 
program. In addition, an undetermined portion of $95,000 in . General 
Fund monies currently administered by the Department of Education 
through an interagency agreement with the Office of Alcoholism for 
school alcoholism prevention. programs will also be .redirected for the 
proposed program. The budget also indicates that an additional $1 million 
will be available for the program in the form of volunteer time and public 
service advertising. 

We are withholding recommendation of the proposal until the Office,of 
Alcoholism can provide additional supportive data. Such data should detail 
how funds are to be spent and provide support for the assumption that 
advertising and outreach efforts can reduce undesirable social behavior. 

State Hospital Programs 

We recommend that the Oflice of Alcoholism report to the fiscal corp
,rnittees during budget hearings oil the impact of the proposed closing of 
the Metropolitan State Hospital program on other hospital and local alco
holism programs. 

We further recommend that the new Department of Alcoholic Bever
age Control prepare a report to be submitted to the Joint Legislative 
Budget Committee by December 1,1976, which (a) evaluates the current 
alcoholism program at Camarillo State Hospital, and (b) reports on the 
status of state hospital patients with primary diagnosis of alcoholism who 
are not being treated in hospital alcoholism programs. , . 

The budget for fiscal year 197~77 proposes that $2,074,904 in funds 
previously used for the Camarillo and Metropolitan State Hospitals alco
holism programs be transferred from the Department of Health to the 
Department of Alcoholic Beverage Control. This amount is inc,lpded In 
Item 280 for local assistance but is no longer specifically earmarked for 
hospital program support. The amount transferred reflects OIlly a portion 
of the amount previously used for support of the hospital programs and 
does not reflect overhead and administrative costs. . 

Of the $2,074,904 included in the budget, $865,000 will be redirected 
from the closing of the Metropolitan program to the project to reduce 
excessive drinking. An additional $323,437 will be redir~cted to fundJocal 
treatment programs. The remaining funds of approximately $886,000, 
while not earmarked specifically for state hospital expenditures, are ex
pectedto be used to support the alcoholism program at Camarillo State 
Hospital. 

The current Office of Alcoholism indicates that patients in Metropoli-
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tan's alcoholism program can be absorbed by local programs and the 
program at Camarillo. As of the time of this analysis, the Office of Alcohol
ism had . not coordinated its proposal to close the Metropolitan program 
with the Department of Health or local programs. Therefore, it is not clear 
what impact the closure of Metropolitan will have and whether there will 
bea need to change or expand other programs to accommodate patients 
from Metropolitan. We recommend that the Office of Alcoholism coordi
nate with the Department of Health on the proposed closure of Metropoli-

· tan's alcoholism program and report to the fiscal committees at budget 
hearings regarding how this proposal will be implemented. 
···During fiscal year 1976-77, the new Department of Alcoholic Beverage 
Control should plan to work with the Department of Health and local 
programs in evaluating the current direction of the program at Camarillo. 
This direction should be compared with other alternatives in developing 
a plan for the future of the Camarillo program. 

In addition to, those patients currently being treated in alcoholism pro
grams at Camarillo and Metropolitan State Hospitals, patients with pri-

· mary diagnosis of alcoholism accounted for approximately 21,000 patient 
· days in fiscal year 1974-75 in six state hospitals. Such patients are currently 
heingreferred through the local mental health system. There is· some 
confusion regarding what kind of treatment such patients are receiving 
since they are not located in alcoholism programs. We recommend the 
~ew c;lepartment, in conjunction with the Department of Health, evaluate 
c~rrent diagnosis, referral, treatment and monitoring procedures for such 
p;itielltswithin state hospitals and determine whether appropriate proce
dlm;s . should be developed for referring such patients through county 
alco~oli;sm programs. 

Transfer of Funds for Vocational Rehabilitation Services 

We recommend approval. 
The pudget proposes that $566,620 in General Fund monies used to fund 

speCialized alcohol rehabilitation counselors be transferred from the De
partment of Alcoholic Beverage Control to the Department of Rehabilita
tl()n; OUrlng fiscal year 1975-76, such funds were expended by county 
alcoholism programs pursuant to a contract between the Office of Alcohol
i~mand the Departinent of Rehabilitation. Chapter 1128, Statutes of 1975, 
stipulates that during fiscal year'1976-77 each county which is allocated 
funds should contract directly with the Department of Rehabilitation for 
an'amount not less than that·expended during fiscal year 1975-76. There 
has been soine question whether the transfer of such funds to the Depart
ment of Rehabilitation would affect the implementation of these legisla
tive reqtrirements. However; the Department of Rehabilitation has 
assur,ed this office that it will enter into nonfinancial agreements with each 
county alcoholism program to maintain the level of services. The depart
nl:~mt indicated, however, that it is shifting toward a policy of rehabilita
tion of,the severely disabled. It has not yet been determinedhow this will 
affect the kinds of alcoholic patients treated. 
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SPECIAL ASSISTANCE FOR CHILDREN'S PROGRAMS 

Item 281 from the General 
Fund Budget p. 696 

Requested 1976-77 .......................................................................... . 
Estimated 1975-76 .•.......................................................................... 
Actual' 1974-75 .................................. ~ ..... ; ........................................ . 

Requested increase $10,000,000(223 percent) 
Total recommended reduction ................................................... . 

$14,488,000 
4,488,000 
3,672,000 

$10,000,000 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. Undesignated Expansion Funds. Reduce by $10 million; 
Recommend deletion of proposed expansion of children's 502 
services and day care programs. 

ANALYSIS AND RECOMMENDATIONS 

The budget proposes an appiopriation of $14,488,000 for child care and 
children services. This amount is $10 million, or 223 percent, more than 
is estimated to be expended during the current fiscal year. The Budget Bill 
proposes that the funds be allocated by the Department of Finance. 

A tot~ of $4,~,OOO of the proposed appropriation is to be allocated to 
the Department of Edllcation after being matched with $10;200,000 in 
federal social service funds. This amount is similar to that estimated to be 
expended during the currenffiscal year. These funds were initiallyauthor
ized by Chapter 670, Statutes of 1972 (AB 99). Under that statute, the 
Department of Education is assigned management responsibility for all 
State supported child care programs. 

Undesignated Expansion Funds 

We recommend that $10'millioil proposed for expansion of children 
service~ be deleted ' 

The Governor's Budget proposes an augmentation of $10 million in 
children services funds to the Health and Welfare Agency. The budget 
provides no program definition, stating only that: "This expanded amount 
of funding will be administered by the Secretary of the Health and Wel-
fare Agency." , . 

Our recommendation td delete the $10 million augmentation is based 
on several concerns. First, a report, issued in December 1975, by the 
Health and Welfare Agency's Office of Education Liaison, recommends 
against expenditure of additional child care funds in the absence of a 
statewide needs assessment. It seems inconsistent for the Governor's 
Budget to propose an additional $10 million for child care when the 
agency to which the funds are to be allocated has recommended against 
eXpenditUre of additional funds at this time. 

Second, the findings and recommendations in the December 1975, re
port of the Legislative Analyst entitled Currentlssues in Publicly Subsi
dizedChild Care deal with (a) several ways of reducing the cost of existing 
child care programs and (b) procedures for redirecting existing funds to 
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less costly forms of child care such as faplily.day care. Cost savings from 
the recommended procedural changes iIi the report could be reallocated 
to fund expanded children's programs. We believe it is fully consistent 
with the Governor's stated policy of reassessing priorities within existing 
resources to fund additional children's programs through the savings 
which can be readily achieved within current funding. 

Third, it should be· noted that a number of careful analyses present 
strong evidence contradicting generally held assumptions concerning the 
need for additional subsidized child care. These analyses, summarized in 
a May 1975 report by Stanford Research Institute, indicate that estimates 
of the need for child care have been based on formulas which do not 
consider the current informal arrangements· used and preferred by the 
majority of potential users of subsidized child care. When current arrange
ments are considered in these formulas, the actual need for additional 
subsidized care is likely to be quite small. These analyses also indicate that 
the vast majority of the families generally are· satisfied with their current 
child .care arrangements. 

Fourth, we believe further expansion of child care programs should be 
generally held in abeyance pending the results of the pilot stq.dy author
ized by Chapter 1191, Statutes of 1973 (AB 1244). This study will contain 
important information concerning the quality· and costs of alternative 
child .care delivery systems. It will provide a foundation for major· deci
sions concerning alternatives to present child care policies. The comple
tion date for the study is June 1977. .. . 

Fifth, any separate legislation which the Governor· might propose to 
expand children's programs should be reconciled with existing law which 
assigns to the Superintendent of Public Instruction management responsi
bility for all "state supported child care programs." We believe such legis
lation should include any necessary appropriation. 

Sixth, the Governor's Budget does not identify the children's programs 
which would be financed with the additional $10 million~ We believe it is 
unreasonable to appropriate additional funds in the absence of a clear . 
definition of the intended objectives and nature of expanded services. 

18-8S825 
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DEPARTMENT OF HEALTH 
',", r .' ; , 

General Summary 
Pursuant to the Governor's Re~rganiza~on Plan No. 1 of 1970, and. 

subsequent legislation (Chapter 1593, Statutes of 1971; and ChapterrlOO2, 
Statutes of 1973) the Department of Health was created on July 1, 1973 by 
combining the former Departments of Mental Hygierie, Public Health, 
and Health Care Services, together with various functions of the Depart
ments of Rehabilitation and Social Welfare. 

In its present configuration, the Department of Health administers 16 
programs or specially budgeted items. Table 1 lists those together with 
their estimated total funding for tpe 197~76 and 1976-77 fiscal years. 

Tab!e1 
Programs and Special Items 

Administered by the D~partment of Health 

I. 
II. 

III. 
IV 
V. 

VI. 
VII. 

VII,. 
IX. 
X. 

XI. 
XII. 

XIII. 

XIV. 
XV. 

XVI. 

Preventive Medical Services Program .............. .. 
Environmental Health Services Program .......... .. 
Crippled Children's Services Program .............. .. 
Health Plaruting Program ....................................... .. 
Mental· Disabilities Program .................................. .. 
Developmental Disabilities Program .................. .. 
Substance Abuse Program· .................................... .. 
Social Services Program ........................................ .. 
Medical Assistance Program .................................. .. 
Alternative Health Systems Program ................ .. 
Licensing 'and Certification Program ................ .. 
Disabilitr Evaluation Program .............................. .. 
Administration : .......................................................... . 
Distributed ................................................................. . 
Undistributed ............................................................. . 
Legislative Mandates ............................................... . 
Special Projects ......................................................... .. 
Price· and Provider Rate Increases ...................... .. 

Totals, PrograIIls ..... ; ................................................ .. 

Table 2 

197/);..76 
$63,096,011 
16,269,434 
28,282,585 
-1,364,895 

·316,196,169 
238,035,320 
55,184,866 

364,245,014 
2,088,313,184 

GG,934;Q87 
21,657,898 
31,347,603 

(27,353,377) 
1,882,717 

356,910 
35,780,35~ 

$3,361,946,955 

Department of.Health Budget Items 

Item Analysis 
No. page Description 
282 505 Departmental Support ............................ .. 
283 510 Departmental Support ............................. . 
284 511 Mentally Ill-Judicially Committed ..... . 
285 512 Local Mental Health Services Agencies 
286 517 Drug Abuse Programs ............................. . 
287 520 Developmental Disabilities Program .. .. 
288 524 Medi-Cal-Medical Care and Services .. 
289 524 Medi-Cal-Fiscal Intermediary ............ .. 
290 524 Medi-Cal-County Administration ...... .. 
291 550 Special Social Services ............................ .. 
292 558 Price and Rate Increases ........................ .. 
293 559 Local Health Services ............................... . 
294 5f)1 Crippled Children' s Services ................ .. 
295 569 Legislative Mandates .............................. .. 

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

Total State Expenditures ........................ .. 

Amount 
$44,428,396 

267,871 
25,969,779 

272,696,279 
10,445,466 

209,704,840 
855,269,420 

18,683,8OQ 
69,302,400 
54,720,750 
45,645,864 
29,813,454 
22,906,651 

453,498 

$1,660,308,468 
9,038,372 

$1,669,346,840 

197~77 

$66,454,351 . 
16,557,046 
28,343,699 . 

.' 1,317,841 
317,184,500 
231i,720,481 
26,032,859 . 

365,391,570 
2,226,086,713 

1Q6,319,366 . 
. 22,283,393 
32,588,998 

(29,373,724) 
i,905,Q96 

453,498 
48,00.1,405 
70,490,217 . 

$3,565,751,033 

Fund 
General 
State Transportation 
General 
General 
General 
General 
General 
General 
Gener8J 
General 
General 
General 
Gemiral 
General 

General 
Various 
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The Governor's Budget proposes the direct appropriation and expendi
tures of $1,669,346,840 from various state funds to support the Department 
of Health in the 1976-77 fiscal year. Federal, county and other funds in the 
amount of $1,896,404,193 are also proposed to be expended by the depart
ment for a total expenditure in 1976-77 of $3,565,751,033. Table 2 lists the 
Budget Bill items which support the department, together with the Analy
sis page on which they are discussed. 

Department of Health 

DEPARTMENTAL SUPPORT 

Item 282 from the General 
Fund Budget p.697 

Requested 1976-77 ......................................................................... . 
Estimated 1975-76 ......................................... , .................................. . 
Actual 1974-75 ................................................................................. . 

$44,428,396 
43,575,649 
35,295,043 

Requested increase $852,747 (2.0 percent) 
Increase to improve level of service $359,567 

Total recommended reduction .............. : ................................... .. 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. Departmental Support. Withhold recommendation pend
ing legislative action on Items 283 through 294. 

'2. Occupational Health. Recommend interagency agree
ment between the Department of Health and the Division 
of Industrial Safety be amended, prior to the start of 1976-
77, to require that at least 25 percent of health inspections 
be initiated by Occupational Health Section staff. 

3 .. Occupational Health. Reduce $224,248. Recommend re
duction of 14 chemist positions in the Air and Industrial 
Hygiene and Southern California laboratories. 

4. Department of Health Contracts. Recommend Depart
ment of Health report to the fiscal committees by April 1, 
1976 on the statusofreforms in the contract approval proc
ess. 

GENERAL PROGRAM STATEMENT 

$224,248 

Analysis 
page 

506 

507 

508 

509 

Support for the administrative functions of the Department of Health 
is provided by funds appropriated in Item 282 of the Budget Bill. In 
following the program budget format, the majority of the dollars expend
ed through this. item are distributed to other programs. We have discussed 
these funds under the items that provide the major support for each 
program. 
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DEPARTMENTAL SUPPORT ...,...Continued 

ANALYSIS AND RECOMMENDATIONS 

We withhold recommendation on this item pending legislative action 
on Items 283 through 294 of the Budget BilL 

The budget proposes a General Fund appropriation of $44,428,396 to 
support the administrative functions of the Department of Health. This is 
an increase of $852,747, or 2.0 percent, above estimated current year ex
penditures. Because the funds appropriated by this item are prorated to 
programs supported by other items in the Budget Bill, any changes made 
in such programs will be reflected as an adjustment to this item. In addi
tion to specific recommended reductions we are withholding a recom
mendation on the total for Item 282 pending legislative action on Items 
283 through 294. The results of such action can then be appropriately 
reflected against Item 282. . 

The remainder of this section contains discussion and recommendations 
for major changes on issues in those areas that cannot be directly identified 
with one of the programs receiving its major support from another item. 

Preventative Medical Services Program 

We recommend approval of the proposed redirection of funds and posi
tion changes for the Preventative Medical Services program. 

The Governor's Budget proposes a redirection of $105,000 in General 
Fund money from the Infectious Disease Section's funds for contract serv
ices to (1) establish a hepatitis carrier register in accordance with Chapter 
985, Statutes of 1974, at a cost of $30,000 (2) begin a program to control 
hospital infection problems at a cost of $45,000 for one medical officer, and 
(3) place a viral andmicrohlological electron microscopy research special
ist in the Viral and Rickettsial Disease laboratory to support infec.tious 
disease surveillance and control at a cost of $30,000. 

In addition, the Governor's Budget proposes the addition of one health 
program advisqr, two sanitarians, and two public health assistants to the 
Rural Health Unit at a cost of $98,994 from the General Fund to inspect 
migrant housing. This will be a new program. 

Evironmental Health Services Program 

A. Hazardous Waste. 
The Governor's Budget proposes an augmentation of five professional 

and one clerical positions to the Vector Control Section at a cost of $155,-
573 for surveillance and enforcement activities for the management of 
hazardous wastes. These positions are to be funded out of the Hazardous 
Waste Account of the General Fund. Revenues for this account come from 
fees from hazardous waste disposal site operators. 

B. Pesticides. 
The Governor's Budget proposes (1) an augmentation of one biologist 

and one stenographer to the Vector Control Section at a cost of $42,102 to 
establish a Pesticide Supervision Unit to regulate and supervise pesticide 
use by 82 local vector control agencies, (2) an augmentation of four chem
ists, one laboratory assistant, and one clerk-typist to the Clinical Che~istry 
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Laboratory at a cost of $129,279 for activities related to the approval and 
regulation of laboratories doing cholinesterase testing (a type of blood 
testing) performed for farm worker occupational health surveillance, and 
(3) an augmentation of five professional and one clerical positions to the 
Epidemiological Studies Laboratory at a cost of $216,251 for studies, inves
tigations,and preventive activities related to pesticide-caused illnesses. 

The Governor's Budget states an intention to have legislation intro
duced to increase the mill tax on pesticides to fund these activities. 

C Occupational Health. 
The health component of California's Occupational Health and Safety 

Program (Cal/OSHA) is funded through an interagency agreement with 
the Division of Industrial Safety in the Department of Industrial Relations. 
The interagency agreement authorizes expenditures of'up to $3,027,144 
for the current year. Funds are 50 percent General Fund and 50 percent 
federal. Within the Department of Health, the Occupational Health Sec
tion inspects workplaces, develops standards, trains Division of Industrial 
Safety inspectors to recognize health hazards, and provides information to 
employees and employers; and chemists in the Air and Industrial Hygiene 
and Southern California laboratories do chemical analyses in support of 
Occupational Health Section inspections. 

Occupational Health Section Inspections 

We recommend that the interagency agreement between the Depart
ment of Health and the Division of Industrial Safety be amended, prior 
to the start of the 1976-77 fiscal year, to reqw're that at least 25 percent 
of health inspections be initiated by Occupational Health Section staff. 

Between July 1974 and September 1975 (15 months), 27 Occupational 
Health Section inspectors inspected 1,183 workplaces. Of these inspec
tions 1,146, or 97 percent, were requested by the Division of Industrial 
Safety. Under the interagency agreement, Division of Industrial Safety 
requests must be given first priority in the Occupational Health Section's 
workload. The division's requests stem from its own safety inspections and 
investigations, or complaints received from employees. Only 37, or 3.0 
percent, of the health inspections were initiated by Occupational Health 
Section staff. 

This is a situation where the occupational health experts are unable to 
set priorities because the safety personnel do it for them. The result is an 
inspection program that is less effective than it could be. One indication 
of this is that over the same 15-month period "serious" hazards (i.e., where 
serious harm may result) were found in only 31, or 2.6 percent, of the 1,183 
health inspections. 

The Health Protection Division of the Department of Health, which 
contains the Occupational Health Section, has made available to us a 
memorandum which attempts, first, to list the serious hazards to be found 
in California, and, second, to list the industries where they are most likely 

,to be found. The serious hazards are continuous noise that could cause 
deafness (over 95 decibels); carcinogens; chronic poisoning from heavy 
metals; sensitizers of the pulmonary system; agents causing pulmonary 
fibrosis; and life threatening asphyxiants and anesthetic solvents. The 
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Item 282 

memorandum names 26 industries where one or more of these health 
hazards are found ... 

We think that the above determination of priorities as to where· to 
inspect would be a far more effective way to protect the health of Califor
nia workers than the present method of simply responding to Division of 
Industrial Safety requests. Also, with approximately 425,000 workplaces in 
California, and only 27 inspectors, priorities must be set. . 

Therefore, we recommend that the interagency agreement between 
the Department of Health and the Division of Industrial Safety be 
amended, prior to the start of the 1976-77 fiscal year, to require that at 
least 25 percent of health inspections be initiated by Occupational Health 
Section staff. If this results in a more effective inspection program after 
an appropriate period, the percentage should be increased. 

We made this recommendation in last year's Analysis. Since then a July 
1975 Department of Health Management Consultation Section study and 
the January-June 1975 U.S. Department of Labor evaluation ofCal/OSHA 
have made the same recommendation. Also, the recommendation is in 
line with the Division of Industrial Safety's own practice of scheduling 
(self-initiating) over 50 percent of its safety inspections. 

Chemists 

We recommend a reduction of $224,248 for 14 chemist positions in the 
Air and IndustriaIHygiene and Southern California laboratories. 

The Management Consultation Section and the Department of Labor 
reports also found too many chemists in the Air and Industrial Hygiene 
and Southern California laboratories in relation to the number of Occupa
tional Health Section inspectors which the chemists support. There are 
presently 23 chemists for 27 inspectors, while programs in six other states 
average about 1 chemist for every 3 or 4 inspectors. Both reports pointed 
to the low output in chemical analyses of California's chemists which 
results from having too little work input. 

We recommend a reduction of $224,248 for 14 chemist positions to bring 
about the more efficient ratio of 9 chemists to 27 inspectors, or 1 to 3. We 
should note that both reports recommended an increase in the number 
of inspectors rather than a decrease in the number of chemists. 

Licensing and Certification Program 

A. Residential Care Facilities Licensing. 
We recommend approval of the proposed augmentation for the Facili

ties Licensing Section of 13 new positions. 
The Governor's Budget proposes the addition of 9 field evaluators'and 

4 clerical positions to the Facilities Licensing Section for the licensing of 
residential (24 hour) care facilities. The addition of the field evaluators 
will bring about a ratio of 1 field evaluator for every 75 residential care 
facilities· that the section licenses. This was the ratio recommended by a 
joint Department of Health, and Department of Finance workload study .. 
There are presently 73 positions for licensing about 4,500 residential Care 
facilities. This includes nine supervisors, 51 evaluators, and 13 clerks. 

B. Child Day Care Facilities Self-Certification 
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We recommend approval. 
For the 1975-76 fiscal year, 30 positions were assigned to the evaluation 

and licensing of child day care facilities. The positions were to have been 
, ftirided by an estimated $700,000 in fees from these facilities. However, 

Chapter 102, Statutes of 1975, (AB 175) exempted child day care facilities 
from paying fees but contained no appropriation to replace the lost fund-
ing. . 

The Governor's Budget now proposes to continue 13 of the original 30 
positions at a cost of $334,000, including operating expenses, to carry out 
a minImal child day care program to include self-certification (facility 
managers certify under penalty of perjury' that they will comply with 
regulations), response to complaints, evaluation visits to 10 percent of the 
'facilities, and information and consultation activities. The 13 positions will 
include one supervisor, nine evaluatgrs and three clerical positions . 

Department of Health Contracts /' 
•. ]i/" 

.;,,) 

We recommend that the Dppartment of Health rf{!port to the fiscal 
committees by April 1, 19~6;' on the status of reforms in the contract 
approval process. /', , " 

In last year's Analysifofthe Budget BJ1lwe reported that about $600 
million in DepartJ;n:ent of Health coritracts (mostly annual contracts for 
continuing seryit!~s) were not being approved until as late as one year 
after their ~effective dates (usually July 1). 

Without an approved contract, a contractor cannot be reimbursed for 
services. Thus, if the delay is six months, the contractor will receive no 
m.oney for the first six months of the fiscal year, and 12 months' money for 
the last six months. The result is delayed services ap.d unspent funds" or 
funds spent too quickly. To get around this problem, some programs have 
encouraged their contractors to spend money, which sometimes must be 
borrowed, without, approved contracts, implying an obligation for the 
state to approve these contractors' contracts and, thereby, defeating the 
purpose of the contract approval process. The approval process includes 
the programs within the, Department of Health which contract Jor serv
ices, the department's Administrative Division, and the Departments 9f 
Finance and General Services. ' ' 

Since last year, the Department of Health's Administrative Division has 
made many reforms in the contract approval pr9cess. Many of the con
tracts for the current year were approved, within two months 'of their 
effective dates, and the percent of contracts sent back from General Serv
ices to be redone dropped from 20 percent of the total number of health 
contracts to 10 percent. 

Further reforms are needed in the following areas: 
L Family Planning and Regional Centers programs in particular contin

, ue to h&ve delays in the preparation of contracts. 
2. The approval process slows down after the bulk of the contracts have 

been processed at the first of the fiscal year. Thus, a riew program, estab
lished bylegislatiori and set to begin January 1, might be delayed until the 
start of the next fiscal year. The same thing can happen to a program 
which has been augmented or simply finds itself with uncommitted funds 
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midway through the fiscal year. , 
3. The number of contracts sent back from General Services to be 

redone should be further reduced .. The 10 percent rate means that 10 
percent of the contracts are not of a high enough quality to be approved 
the fir$t time and must go through the lengthy approval process twice. 

4. The contracts should be in the hands of contractors prior to their 
effective dates. Even a two-month delay can seriously affect the provision 
of services, and contractors should not . have to spend money without 
approved contracts. According to the Department of Health, contracts 
could be in the hands of contractors prior to the signing of the Budget Bill 
if General Services would approve them prior to the signing of the Budget 
Bill. Language in the contracts could make funds subject to Budget Act 
appropriations. The Department of Health is presently trying to arrange 
this procedure with General Services. 

Therefore, we recommend that the Department of Health report to the 
fiscal committees on the status of reforms in the contract approval process. 

Department of Health 

FORENSIC ALCOHOL ANALYSIS REGULATION AND MEDICAL 
EFFECTS OF AIR POLLUTION 

Item 283 from the Motor Vehi
cle Account, State Transporta
tion Fund Budget p. 706 

Requested 197&-77 ........................................................... , ............. . 
Estimated. 1975-76 ........................................................................... . 
Actual 1974-75 ..................................................... : ........................... . 

Requested increase $4,485 (1.7 percent) 
Total recommended reduction ................................................... . 

GENERAL PROGRAM STATEMENT 
" 

Forensic Alcohol Analysis Regulation 

$267,871 
263,386 
234,820 

None. 

In accordance with Sections 436.5-436.63 of the Health and Safety Code, 
the Laboratory Services Branch of the Department of Health regulates, 
monitors, inspects, evaluates, advises and licenses laboratories and person
nel that do testing for concentrations of ethyl alcohol in the blood of 
people involved in traffic accidents or violations. There are presently 
about 90 licensed laboratories which employ approximately 500 people. 
Four professional, two laboratory assistant and two clerical positions are 
assigned to this program. 

Medical Effects of Air Pollution 

In accordance with Section 425 of the Health and Safety Code,. the 
Laboratory Services Branch is also responsible for determining the medi
cal effects of air pollution and recommending air quality standards to the 
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Air Resources Board. Three professionai and onede:dcalpo~ition are 
assigned to this program. 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
This item proposes $267,871 from the Motor Vehicle Account of the 

State Transportation Fund, a $4,485, or 1.7 percent, increase over the 
current.rear. 

Department of Health 

JUDICIALLY COMMITTED 

Item 284 from the General 
Fund Budget p. 708 

Requested 1976-77 ......................................................................... . 
Estimated 1975-76 ........................................................................... . 
Actual 1974-75 ................................................................................. . 

Requested increase $781,747 (3.1 percent) 
Total r-ecommended reduction ................................................... . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

$25,969,779 
25,188,032 
23,173,536 

Pending 

Analysis 
page 

1. Judically Committed Program .. We withhold recommen
dation on this item until additional budget information is 
submitted to the fi~cal committees. 

511 

ANALYSIS AND RECOMMENDATION 

We withhold recommendation on this program for mentally disordered 
persons who are judicially committed until additional budget information 
is submitted to the fiscal committees which hear this item. 

The budget proposes a· General Fund appropriation of$25,969,779 for 
state hospital programs for mentally disordered persons who are judicially 
committed, committed pursuant -to the Penal Code, or for whom no 
county of residence can be determined. This is an increase of $781,747, or 
3.1 percent, over the current year amount of $25,188,032. Services for such 
patients are paid 100 percent by the General Fund in contrast to services 
to patients through the provisions of the Lanterman-Petris-Short and 
Short-Doyle Acts, which are shared on a 90 percent state/l0 percent 
county basis. As of December 31, 1975, there were approximately 1,600 
judicially committed persons in the state hospitals. 

the budget narrative, page 708, indicates that "Estimates of population 
and staffing adjustments utilizing the 1968 SCOPE standards are under 
review by the department. Necessary budget adjustments to reflect the 
results will be submitted to the Legislature prior to committee budget 
hearings." . r 

We suggest that the Legislature take no action on this item until the 
additional budget information is available. 
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New Legislation , 

Itew 285, 

Recently eriacted legislation will have an impact on this program. Chap
ter 1274, Statutes of 1975, (AB 1229) authorizes the court, in the case of 
persons fo~dnot guilty by reason of insanity and mentally disordered sex 
offenders, to prescribe local commitment and outpatient treatment as an 
alternative to commitment in a state hospital, which is the only treatment 
for such perSons under existing law. The law requires that the costs in
curred by such patients treated in local inpatient or outpatient facilities 
shan be a 100 percent state cost. ' 

We expect that the revised budget information we receive will include 
soine funding to pay for such persons treated in local facilities during the 
budget year. 

Department of Health 

MENTAL DISABILITIES 

Item 285 from the General 
Fund Budget !? 708 

Requested 1976-77 .......................................................................... $272,696,279 
Estimated 1975-76,........................................................................... 272,085,127 
Actual 1974-75 ............ :..................................................................... 239,477,590 

Requestedincrease $611,152 (0.2 percent) 
Total recommended reductioIl .................................................... Pending 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. Mental Disabilities Program. Withhold recommendation 
pending receipt of additional information on population 
and staffing adjustments for the state hospitals and related 
budget adjustments. 

2. Minor Capital Outlay. Recommend a post-audit report of 
minor capital outlay be submitted to the Joint Legislative 
Budget Committee by October 1, 1976 and that future mi-
nor capital outlay requests be on a line item basis under 
major capital outlay (applies to Department of Health Items 
284, 285, and 287). 

G~NERAL PROGRAM STATEMENT 

Analysis 
page 

513 

516 

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

The budget appropriates funds to the Department of Health, which are 
then a110cated to the state hospitals and the 58 counties and two cities 
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operating community mental health programs under the provisions· of . 
California's mental health legislation as embodied in the Short-Doyle and 
Lanterman-Petris-Short Acts. The law authorizes community mental 
health programs to provide various mental health services which are eligi~ 
ble (or 90 percent state reimbursement. 

Funds appropriated by this item support three distinct components of 
local mental health services (1) state hospital services, (2) community
based inpatient and outpatient services, and (3) continuing care services. 
Effective July 1, 1976, the counties' alcoholism programs under the Short
Doyle Act will be transferred to the newly created Office of Alcoholism 
as authorized by Chapter 1128, Statutes of 1975 (SB 744). The Alcoholism 
program is discussed under Items 279 and 280. The drug abuse program 
is discussed under Item 286. 

ANALYSIS AND RECOMMENDATIONS 

We withhold recommendation pending receipt of additional informa
tion on populahon and staffing adjustments for the state hospitals and 
related budget aqjustments for the entire Mental Disabilities program. 

The budget proposes General Fund expenditures of $283,573,529 in the 
budget year. This figure consists of $272,696,279 funded in this item and 
$10,877,250 included in Item 292 for price and provider rate increases. This 
is $11,488,402, or 4.2 percent, over the $272,085,127 estimated to be expend
ed in the current year. Table 1 shows the estimated and proposed state 
support for community mental health programs for 1975-76 and 1976-77. 

Table 1 
State Support for Community Mental Health Programs 

197&-76 and 1976-77 

Estimated Proposed 
1975-76 1976-77 DifTerence 

Community· Based (Short-Doyle) 
Programs ........................................ $180,683,666 $189,882,203 a $+9,198,537 

Continuing Care Services .................. 4,864,524 . 4,965,129 +100,605 
State Hospitals ...................................... 86,536,937 88,726,197 +2,189,260 
Total ........................................................ $272,085,127 $283,573,529 $+11,488,402 
a Includes $10,877,250 for price and provider rate increase in Item 292. 

Percent 
Increase 

5.1% 
2.1 
2.5 

+4.2% 

The budget narrative on page 708 of the Governor's Budget indicates 
that "Estimates of population and staffing adjustments utilizing the 1968 
SCOPE Standards are under review by the department. Necessary budget 
adjustments to reflect the results will be submitted to the Legislature prior 
to committee budget hearings." . 

Such adjustments will obviously revise the state hospital funding level 
and will probably include revisions for the caseload and funding require
ments of the Continuing Care Services and Local Men~al Health pro
grams. Therefore, we are withholding recommendation pending receipt 
of additional information regarding population and staffing adjustments 
for the state hospitals and related budget adjustments for the entire Men
tal Disabilities program. 
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Community Mental Health 

. The budget proposes an expenditure of $189,882,203 for Community 
Mental Health programs for the 1976-77 fiscal year which is $9,198,537, or 
5.1 percent, more than the estimated expenditure for the current year. 
Table 2 shows state support for the 19!5-76 and 1976-77 fiscal years. 

Table 2 
State Support Plus Price Increase for Community-Based Programs 

Fiscal Years 1975-76 and 1976-n 

Estimated 
1975-76 

State support .................................... $180,683,666 
Price increase-Item 292 ............. . 

Total.................................................... $180,683,666 

Proposed 
1976-77 

$179,004,953 
+ 10,877,250 
$189,882,203 

Difference 
$"':'1,678,713 
+10,877,250 

$+9,198,537 

Percent 
Change 

-0.9% 
O. 

.+5 . .1% 

The $1,678,713 reduction in the budget year, prior to adding the price 
increase, consists of two adjustments: (1) a $678,713 transfer to the alcohol
ism program for alcohol-related expenditures that should be reflected in 
the alcoholism budget and (2) a $1 million reduction due to anticipated 
increased revenues. 

The Governor's Budget has identifie~ and funded price and provider 
rate'increases for health programs in Item 292 that would be transferred 
to programs upon order of the Department of Finance. The proposed 
funds are to provide increases averaging 6.5 percent for labor related costs 
and 4 percent for nonlabor related costs. The General Fund amount iden
tified for local mental health programs is $10,877,250. 

Reduction in General Fund Support-$1 million 

The budget proposes the addition of two patient benefit and insurance 
officers for the Financial Management Branch in the Department of 
Health. A brief statement in the budget says that the two positions are 
proposed to work with community mental health programs and providers 
to assist them in collecting an additional $2 million in revenue during the 
budget year. The budget indicates that $1 million of this increase will be 
made available for increased local mental health services. The remaining 
$1 million has been used to decrease the proposed General Fund support 
for this program. 

We recommend approval of the additional two positions proposed to 
improve local revenue collection efforts. However, we take issue with the 
proposed method of allocating such increased revenues. ,. 

It appears that the $1 million reduction in General Fund support, 
proposed to be offset by additional anticipated revenues, is inconsistent 
with clear legislative intent as expressed in the Supplemental Report to 
the 1975 Budget Act regarding increased revenue collection as follows: 

"It is recommended that: 
In accordance' with the recommendations of the Governor's Task Force 

on Mental Health Funding, the Department of Health establish minimum 
expectations for revenue collection in each county, taking into account the 
revenue generating capacity as it relates to per capita income in 'each 
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county. If revenue collection exceeds the established minimum, the excess 
amount shall be retained by the county, without penalty, to be expended 
for local mental health services." .. 

Upon signing the Budget Act of 1975 the Governor reduced Item 274, 
the mental health item, by $7,599,124. In his veto message relative to Item 
274 the Governor stated that recent audits of local revenue collections 
indicated that there was much room for improvement. As an incentive to 
local agencies to increase their efforts in this area; the Governor stated he 
was prepared during the 1975-76 fiscal year to authorize the allocation of 
such increased revenues for justifiable program expansion. . 

During the 1975 legislative session, the recommendations in the task 
force report on mental health funding were'incorporated into a package 
of four bills, which were passed by the Legislature. One of the bills, AB 
1777, would have required the Department of Health to develop rules and 
regulations to promote revenue collection by the counties. It also specified 
a method for dealing with excess revenues collected that exceeded projec
tions .. The Governor. vetoed AB 1777 and in his veto message, dated Sep
tember 23; 1975"stated, "The objectives of this bill can better be achieved 
through administrative action." However, as of the time of the prepara
tion of this analysis, no administrative action had been taken on the recom
mendations incorporated in AB 1777. 

The proposed treatment of revenue in the 1976-77 budget is clearly in 
contrast to legislative intent as expressed in the Supplemental Report to 
the Budget Act of 1975 and in the vetoed AB 1777. The budget assumes 
increased revenue collection of $2 million with the addition of two staff 
persons. We agree there is the potential for increasing revenue, but we 
have seen no data to indicate the magnitude of the suggested increase. If 
the increase is not realized, the local programs face the, prospect of a 
reduction in the provision of services. . 
.. The forthcoming budget adjustments will produce what essentially will 
be a new budget for the entire MentilJ Disabilities program. Because of 
this, we cannot recommend the acceptance or rejection of the proposed 
allocation of the $2 million in additional revenues until we receive the 
revised budget. 

Continuing Care Services Progra", 

The budget proposes the General Fund expenditure of $4,965,129 in the 
budget year for providing protective living services to the mentally dis
abled. This is 2.1 percent more than the current year estimated expendi
ture of $4,864,524 as shown in Table 1. 
. The General Fund is matched With county and federal Social Rehabilita

tion Service funds, to support the Continuing Care Services Section in the 
depl:J.rtment and to payfor placement costs of mentally disabled persons 
released from Shlt~ hospitals or local facilities. . 

State Hospitals. 

The Department of Health operates six hospitals for the mentally dis
abled. The budget proposes total expenditures for state hospital services 
of $88,726,197 in the budget year, an increase of 2.5 percent, or $2,189,260 
over the current year estimated expenditure of $86,536,937 . 

.. --~~------.~~-
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. The proposed increase is a result of adjusting the estimated current year 
expenditure for price increases and does not relate to the preliminary 
population estimate for the budget year. 

The budget indicates the average number of patients in' the current 
year is 6,581. The preliminary population estimate for the budget year, 
subject to forthcoming adjustments, is 6,938, which is 357 higher than the 
current year estimated average. 

The budget states that the alcohol program at Metropolitan State Hospi
tal will be reduced as part of a proposed major alcohol prevention pro
gram that will provide expanded community services. This is discussed 
under Item 280, assistance to alcoholism programs. 

Department of Health Mjnor Capital Outlay 

We recommend that a post-audit report 01 minor capital outlay be 
submitted to the joint Legislative Budget Committee by October1, 1976 
. and that future minor capital outlay budget requests be on a line item basis 
under major capital outlay. (Applies to Department of Health Items 284, 
285 and 287). 

Construction projects valued at more than $100,000 are considered ma
jor capital outlay. Major capital outlay is funded separately under Item 390, 
Department of Health major capital outlay. 

Projects. valued at less than $100,000 are referred to as minor capital 
outlay. This includes projects such as alterations and other small construc~ 
tion projects. Minor capital outlay' projects are funded within the three 
items which include funds for state hospital services. $2,938,394 is proposed 
for minor capital6utlay projects in the budget year. This amount is dis
tributed between Item 284-JudiciaUy Committed, Item 285-Mental 
Disabilities, and Item 287-Developmentally Disabled. 

Over the years, the effort to modify buildings to meet program needs 
has been accomplished by minor capital outlay projects. Currently, altera
tions of this type with minor capital outlay funds do not receive adequate 
review. As a result, some projects are completed without evaluating the 
code implications or their long-range impact. 

The state hospitals currently are establishing an extensive program to 
correct fire and life safety deficiencies as discussed further under Item 390. 
Many of the corrections required are a result of incorrect modifications 
accomplished in the past under minor capital outlay expenditures~ 

We believe it would be appropriate to have the department's facilities 
planning section evaluate minor capital outlay projects for code compli
ance prior to construction. In addition, we suggest the need for a post
audit report verifying the cost. We also recommend that the mi~or capital 
outlay program be presented in future budgets on a line item basis under 
major capital outlay. This is discussed in detail under our Summary of 
Capital Outlay. 
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, 
Departme,nt of Health,. , 

NARCOTICS AND DRUG ABUSE 

Item 286 from the Genenil 
Fund Budget p. 712 

Item 286 .............................. : ... ; .......................................................... . 
Prior year balance available ......................................................... . 
Requested 1976-77 ......................................................................... . 
Estimated ·1975-76 ................. : ............ ; ....... : ...............•..................... 
Actual 1974-75 ................................................................................. . 

Requested decrease $1,342,841 (11.1 percent) 
Total recommended augmentation ..... : ................. : ................ ~.;. 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

$10,445,466 
261,5()5 

1P,713,031 
12,055,872 
10,282,661 

$522,400 

Analysis 
page 

1. Price Increase. Augment Item 286 by $522,400. Recom
mend augmentation to provide cost increases. 

2. Abolition of SONDA. Recommend legislation abolishing 
the State Office of Narcotics and Drug Abuse (SONDA) and 
transfer of personnel and functions to Department of 

518 

519 

Health. 

GENERAL PROGRAM STATEMENT 

The·Department of Health is responsible for the administration of the 
state's Drug Treatment Act (Chapter 1255, Statutes of 1972). The. careand 
treatment of narcotics and drug abusers is a responsibility shared by the 
state and the counties. Treatment is provided through the community 
mental health system. Additionally, in cooperation With the State Office 
of Narcotics and Drug Abuse (SONDA), the department shares responsi
bility . for. the approval and regulation' of methadone maintenance· pro
grams, the review and coordination of drug research projects, and the 
development of a state plan for drug abuse prevention. 

ANALYSIS AND RECOMMENDATIONS 

For the 1976-77 fiscal yearthe.budget proposes a General Fund expend
itureof $10,713,031 which consists of $10,445,466 in Item 286 and $267,565 
available from Chapter 1255, Statutes of 1972. The current year General 
Fund expenditure is $12,055,872. The difference is a reduction of $1,342,-
841, or 11.1 percent from the current year. The budget states that this is 
due to the iInpact of recent legislation reducing penalties foruse of mari
juana. Total state and federal support for the ,current and budget years by 
pl'ogram element is shown in Table 1. 

State Administration 

We recommend approval oElive new positions Eor program evaluation: 
The General Fund support for state administration of the program is 

proposed to be $1,618,227 in the budget year which is $143,707, or 9.7 
percent, more than is estimated to be expended during the current year. 
Of the increase, a total of $118,530 is for the cost of five positions proposed 
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I'IARCOTICS AND DRUG ABUSE-Continued 

Table 1 
Narcotics and Drug Abuse 

State and Federal Expenditures 
1975-76 and 1976-77 

Estimated Proposed 
1975-76 1976-77 

Loci AsSistance 
General Fund .............................................. $10,206,675 $8,706,675 
Federal Funds .............................................. 12,007,278 12,007,278 
Total ................................................................. $22,213,953 $20,713,953 

State Administration 
General Fund .............................................. $1,474,520 $1,618,227 
Federal Funds .............................................. 755,646 755,646 
Total ................................................................ $2,230,166 $2,373,873 

State Office of Narcotics and Drug Abuse· 
(SONDA) 

General Fund .............................................. $374,677 $388,129 
Federal Funds .............................................. 89,393 89,393 
Total ................................................................ $464,070 $417,522 

Total General Fund ........................................ $12,055,872 $10,713,031 
Total Federal Funds ...................................... 12,852,317 12,852,317 
Total Expenditures ......................... ; .............. $24,908,189 $23,565,348 

Item 286 

Dilfereiice 

$--':1,500,000 
.:.:..... 

$-1,500,000 

$+143,707 

$+143,707 

$+13,452 

$+13,452 
. $-1?342;841 

$-1,342,841 

to be established in the Substance Abuse Branch, Management Informa- , 
tion Section. The positions requested are two associate social research 
analysts, two assistant social research analysts,.and one clerk typist. The 
positions will work on implementing a program evaluation system for 
drug programs. 

Local Assistance 

.We recommend an augmentation of $522,400 for Item 286 to provid£} a 
cost increase similar to the increases proposed for local mental health 
programs. 

The budget proposes that tile General Fund support forlocal assistance 
be reduced from $10,206,675 in the current year to $8,706,675' inthebtidget 
year, a reduction of.$1,500,OOO, or 14.7 percent; 

The budget states the reduction is being requested as a result of an 
estimated decreased demand for treatment of marijuana users. Chapter 
248, Statutes of 1975, substantially reduced penalties for use of marijuana. 
As a result of the legislation, most apprehended marijuana users will no 
longer be directed from the judicial system to local treatment programs. 

The $1.5 million reduction in local assistance consists of $1,381,470 nat 
needed for local treatment programs and $118;530 that has been diverted. 
from local assistance to state administration to fund the five prqposed 
positions for program evaluation. Because Chapter 248 was effectiveJanu
ary 1, 1976, no data was yet av~ilable to substantiate the estimated q,e
creased demand. It is possible that the $1.5 millIon reduction may be too 
large. The programs will have to be monitored to verify the validity of the 
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$1.5 million reduction. 
We concur with the reduction due to the impact of Chapter ~, Stat

utes of 1975 and the diversion of $118,530 to state administration. However, 
we believe the remaining local assistance amount, $8,706,675, should be 
augmented for a price increase. 

Item 292 contains the proposed price and provider rate increases for 
specified health programs that would be transferred to the programs upon 
order oEthe Department of Finance. No funds have been includedfor the 
local Ilssistance portion of the drug program in Item 292. The drug pro
gram is part of the statewide community mental health system under the 
provisions of the Short-Doyle Act. Item 292 contains $10,877,250 for in~ 
creases to local mental health programs averaging 6.5 percent for labor 
related costs and four percent for nonlabor related costs. We believe that 
the drug program should receive an increase comparable to the amount 
proposE)d for local mental health programs. It is inconsistent that one 
porti9n of an overall program is funded for price increases and yet another 
is not. Therefore, we recommend that Item 286 be augmented by $52Z,400. 

State Office of Narcotics and Drug Abuse (SONDA) 

We recommend that legislation be enacted abolishing the State Office 
of Narcotics and Drug Abuse and that its personnel and functions be 
transFerred to the Substance Abuse Branch of the Department of He.alth. 

This item inclu~es $388,129 in state funds for the support of t4e State 
Office of Narcotics and Drug Abuse (SONDA) which is located in the 
Health and Welfare Agency. SONDA was created by statute in 1972 to . 
assist the Secretary for Health aiid Welfare in the coordination of state .. 
programs for the prevention and treatment of narcotics and drug abuse. 

The budget indicates that"SONDA is presently reviewing priorities and 
. past assumptions about the role the state should ~ake to solve the drug 
problem. The results of this reevaluation are expected in the spring of this 
year. Also, the budget states. that the Health and Welfare Agency is consid
ering alternative actions toconsolidate at the agency level the operations 
of the Substance Abuse Branch of the Department of Health and SONDA .. 

In the 197~76 Analysis, we recommended abolishing SONDA and trans
ferringits personnel and functions to the Substance Abuse Branch of the 
Department of Health. At that time, we pointed out that the passage. of 
Chapter 1255, Statutes of 1972, placed the responsibility for operation of 
narcotic and drllg abuse programs with the counties. The counties operate 
the programs with funds allocated by the Department of Health from the 
appropriation made by this item. Under the present situation,responsibili
ty for coordination of drug programs is diffused between the department 
and SONDA.We believe such coordination is best accomplished at the 
program level within the Department of Health. Therefore, we recom
mend that legislation be enacted which abolishes the State Office of Nar: 
cotics and Drug Abuse and transfers its personnel and functions to the 
Substance Abuse Branch of the Department of Health. 
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Department of Health 

DEVELOPMENTAL DISABILITIES 

ltem·287,. 
, '", ~." I. 

Item 287 from the General 
Fund Budget p., 7H . 

Requested 1976-77 .......................................................................... $209;704,840 
Estimated 1975-76............................................................................ 208,603,645 
Actual 1974-75 .......................................... : ........................................ 180,712,144.·. 

Requested increase $1,101,195 (0.5 percent) 
Increase to improve level of service $498,298 

Total recommended reduction ....................................................Pending . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. Developmental Disabilities Program. Withhold recom
mendation on this item pending receipt of additional infor
mation on population and staffing adjustments for the state 
hospitals and related budget adjustments. 

GENERAL PROGRAM STATEMENT 

AnRljSis' 
page, " 

520'" 

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

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

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

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

3. State hospital programs which provide state-managed care,trea:t~ 
ment and life maintenance services at the re9uest of the regional centers; 

ANALYSIS AND 'RECOMMENDATIONS 

We withhold recommendation pending receipt of additional informa
tion on population and staffing adjustments for the state.hospitals and .. 
related budget acijustments for the entire DevelopmentalDisabilities pro
gram. 

This item proposes an appropriation of $209,704,840 for support bf the> 
Developmental Disabilities program for 1976-77. In addition, $2,634,819is 
included in Item 292 for price and provider rate increases for a total 
proposed program expenditure of $212,339,659. This amount is $3,736,014, 
or 1.8 percent, over the amount estimated to be expended during the 
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current fiscal year. 
Narrative for the DD state hospital programs on page 711 of the Gover

nor's Budget indicates that "Estimates of population and staffing adjust
ments utilizing 1968 SCOPE standards are under review by the 
department. Necessary budget adjustments to reflect the results will be 
submitted to the Legislature prior to committee budget hearings." 

Such adjustments will revise the state hospital funding level. n is not 
known if such budget adjustments will also include revisions for the case
load and funding requirements of the Protective. Living Services and 
Regional Center programs. Therefore, we are withholding recommenda
tion pending receipt of additional information regarding population and 
staffing adjustments for the state hospitals and potential related bu~get 
adjustments for the entire Developmental Disabilities program. 

Total support for the Developmental Disabilities program fof the cur
rent and budget years is shoWn in Table 1. The total. funding level is 
proposed to be $225,848,697 in the budget year and $222,402,310 in the 
current year, a difference of $3,446,387, or 1.5 percent. . 

Table 1 
Total Support for Developmental Disabilities 

1975-76 and 197&-77 Fiscal Years 

Estimated Proposed 
1975-76 1976-77 

General Fund ..................... . $208,603,645 $212,339,659 " 
Federal. Funds ......... , ........ .. 11,898,665 11,609,038 
Fam!ly Repayments ... : .... .. 1,900,000 1,900,000. 

$222,402,3lO $225,848,697 
"Includes $2,634,819 for price and provider rate increases in Item 292. 

Difference 
$3,736,014 
-'lJ39,627 

$3,446,387 

Percent 
Change 

+1.8% 
-2.4% 

+1.5% 

Table 2 shows the program elements by source of funding for the cur
rent and budget years. 
Regional Centers 

By law, all direct health related services for the developmentally dis
abled are provided through a statewide network of regional diagnostic, 
counseling and service centers. Currently, there are 20 centers under 
contract with the Department of Health serving developmentally dis
abled persons and their families. Regional centers must be operated by 
either public or private nonprofit corporations. 

The proposed General Fund support in the budget year is $44,091,459 .. 
This is a 6.4 percent increase of $2,634,819 over the current year estimated 
expenditure of $41,456,640. The $44,091,459 consists of $41,456,640 funded 
by this item and $2,634,819 in Item 292. Item 292 contains funds for price 
and provider rate increases for health programs that would be transferred 
to identified programs upon: the order of the Department of Finance. 

Protective Living Services 

The budget proposes the expenditure of $9,656,197 in state and federal 
funds for the provision of protective living services to the developmentally 
disabled. This consists of $3,371,896 in federal social rehabilitation service 
(SRS) funds and $6,284,301 General Fund. These funds primarily support 
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DEVELOPMENTAL DISABILITIES-Continued 

Table 2 
Program Elements by Source of· Funding 

Developmentally Disabled 
197s.:.76 and 1976-77 

Estimated Proposed 
1975-76 1976-77 Difference 

Regional Centers 
General Fund ............................ $41,456,640 $44,091,459 a $+2,634,819 
Federal Foods ............................ 6,6'l:l,124 6,6'l:l,124 
Family Repayments .................. 1,900,000 1,900,000 

Total .~ .......................................... $49,983,764 $52;618,583 $+2,634,819 . 
Protective· Living Services 

General Fund ............................ $9,106,791 $6,284,301 $-2,822,490 
Federal Funds ............................ 3,371,896 3,371,896 

Total ., .......................................... $12,478,687 $9,656,197 $-2,822,490 
Community Development 

General Fund ............................ $304,811 $310,927 $6,116 
Federal Funds ............................ 1,603,146 1,610,018 6,872 

i 

Total ............................................ $1,907,957 $1,920,945 $12,988 
Program Development 

General Fund ............................ $23,273 Transferred to Item 282 
Federal Funds ............................ 296,499 (Depar.tment of Health support) 

Total ............................................ $319,772 
State Hospitals General Fund .... $157,712,130 $161,652,972 $+3,940,842 

Total ............................................ $157,712,130 $161,652,972 $+3,940,842 
Total General Fund ...................... $208,603,645 $212,339,659 a .. $+3,736,014 
Total Federal Funds .................... $11,898,665 $11,609,038 $-289,627 

Family Repayments .................. 1,900,000 1,900,000 

Total Program ............................ $222,402,310 $225,848,697 $3,446,387 
a Includes $2,634,819 for price and provider rate increase in Item 292. 

Item 287 

Percent 
Change 

+6.4% 

+5.3% 

-31% 

-22.6% 

.+2% 
0.4% 

+0.7% 

+2.5% 
+2.5% 
+1.8% 
-2.4% 

+1.5% 

the Continuing Care Services Section and provide for the payment of the 
placement cost of regional center clients in public or private protective 
living facilities. . 

The budget year amount is a decrease of $2,822,490, or 22.6 percent, 
under the cqrrent year amount of $12,478,687. The current year amount 
consists of $3,371,896 in federal SRS funds and $9,106,791 General Fund, as 
shown in Table 2. . 

The reduction has been made because historically part of the funds 
budgeted for this program have reverted at the end of the fiscal year; In 
fiscal year 1974-75, the total support for this function was $12,173,134. Of 
this amount, $8,045,302 was expended and $4,127,832 was reverted to the 
General Fund. .. 

In the current year, it appears that potentially $3.5 million might be 
unexpended. At the time of the preparation of this analysis, the depart
ment was considering a number of proposals to spend some or all of the 
$3.5 million on projects that would benefit DD persons in the community. 



Item 287 HEALTH AND WELFARE / 523 

State Hospital Services 

The Department of Health operates' programs for the developmentally 
disabled at nine state hospitals. Admission to state hospital programs is 
obtained only through a regional center. 

The General Fund support for these patients is estimated to be 
$157,712,130 in the current year and $161,652,972 in the budget year, an 
increase of $3,940,842, or 2.5 percent, over the current year amount. 

The budget year amount was obtained by increasing the current year 
expenditures for operating expense price increases. The $161,652,972 fig
ure does not relate to the preliminary 1976-77 population estimate in the 
budget document. 

The budget indicates the average number of patients in the current 
year is 10,253. The preliminary population estimate for the budget year, 
subject to forthcoming revision, is 10,429 patients, an increase of 176 above 
the current year estimated average. 

As of December 31, 1975, there were 10,194 developmentally disabled 
patients in the state hospitals. For information purposes, the age and sex 
breakout of these patients is sh?wn in Table 3. 

Table 3 
Sex and Age Breakout of DD Patients 

in State Hospitals as of 12131n5 

Sex All.e 
Number Percent Age Number 

Males ...................................... 5,m 58.5% 0-11 1,004 
Females .................................. 4,217 41.5% 12-17 1~858 

10,194 100.0% 1I~-20 1,257 
21-24 1,668 
25-34 2,449 
35 up 1,958 

10,194 

Proposed PositionS-State Hospitals 

We recommend approval of the proposed position changes. 

Percent 
9.9% 

18.2% 
12.3% 
16.4% 
24 % 
19.2% 

100.0% 

The budget proposes the establishment of 13 new positions for mainte
nance of air conditioning systems at the state hospitals for the develop
mentally disabled. These positions are requested to maintain air 
conditioning systems which are in the process of being completed at 
various state hospitals. Table 4 lists the proposed staffing by hospital. 

Table 4 
Positions Requested for Maintenance of 

Air Conditioning Systems 

Hospital 
Agnews ................................................... . 
Faii"yiew ................................................. . 
Pacific ..................................................... . 
Porterville ............................................. . 
Sonoma ................................................... . 

Positions Requested 
2 Refrigeration engineers, 1 Building maintenance worker 
2 Refrigeration engineers, 1 Building maintenance worker 
1 Refrigeration engineer, 1 Building maintenance worker 
2 Refrigeration engineers, 1 Building maintenance worker 

2 Refrigeration engineers 

The positions are justified on a workload basis and we recommend their 
approval. 
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DEVELOPMENTAL DISABI LlTIES-Continued 

The budget also proposes the establishment of 29 new food service 
positions and the reduction of three positions at Agnews and Porterville 
State Hospitals, as shown in Table 5. 

Table 5 
Position Changes Requested for Food Services 

Hospital , PositiolJ Changes Requested 
Agnews ..................................................................... . 12 Food services assistants I and II 
Porterville .................................................................. . -1 Baker I, -1 Cook I, -1 Butcher meat·cutter 

2 Food service supervisor r s 
15 Food service assistantsI and II 

Presently, certain support functions in state hospitals are performed by 
treatment staff. These are referred to as off-ward assignments. 

The requested positions will replace treatment staff who will be reas
signed to other program duties and we recommend approval. 

We recommend approval of the expanded foster grandparent program. 
The budget also proposes the expenditure of $498,298 to pay for 213 

additional foster grandparents and related expenses including meals, in
surance, and physical examinations during the budget year. Foster grand
parents work on a parttime basis with developmentally disabled children 
in the state hospitals and are paid minimum wage. During the current 
year, state and federal funds support 406 foster grandparents. 

This program has been successful in the state hospitals and we recom
mend approval of the requested funds. 

Department of Health 

CALIFORNIA MEDICAL ASSISTANCE PROGRAM (MEDI-CAL) 

Items 288, 289 and 290 from the 
General Fund Budget p. 716 

Requested 1976-77 .................... : ................................... :................. $943,255,620 
Estimated 1975-76............................................................................ 888,683,170 
Actual 1974-75 .................................................................................. 790,574,500 

Requested increase $54,572,450 (6.1 percent) 
Total recommended reduction .................................................... Pending 

1976-77 FUNDING BY ITEM AND SOURCE 

Item 
288 
289 
290 

Description 
Medical care and services 
Fiscal intermediaries 
County administration 

Fund 
General 
General 
General 

Amount 
$855,269,420 . 

18,683,800 
69,302,400 

$943,255,620 

Analysis 
page 
527 
536 
536 
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SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

L May Caseload. Withholdrecomrnendation pending a re
view of the May caseload estimates and their impact on 
Medi-Cal program cost estimates. 

2. Price and Provider Rate Increases. Recommend the De
partment of Finance report to the fiscal committees, at the 
budget hearings; on the methodology utilized to determine 
the amounts contained in Item 292 for the Medi-Cal pro
gram. 

3. Increased Administrative· Costs. Withhold recommenda
tion on funds budgeted for the administration of the Medi
. Cal program pending the revision of May caseload estimates 
and receipt of more information on the estimated and pro
je~ted figures for county administrative costs. 

4. Institutes for Medical Services. RecoffiIllend the Depart
ment of Finance, in conjunction with the May revised case
load estimates, provide the fiscal committees with more 
detailed information regarding the institutes for medical 
services program budget projections. 

5. General Fund Loans. Recommend the Department of 
Health, in conjunction with the Department of Finance, 
present to the fiscal committees during budget hearings (1) 
the administration's proposed solution for failure to receive 
county funds owed to the Medi-Cal program, and (2) a 
proposal for insuring more timely receipt of federal funds. 

6. County Administration ofMedi~Cal, AFDC and Food Stamp 
programs (Items 290 and" 305) . 
(a) Withhold recommendation on Items 290 and 305 pend

ing receipt of: (1) the May revised estimates for the 
AFDC, Food Stamp and Medi-Cal programs, and (2) 
the additionalirtformation requested from the Depart
ments of Health and Benefit Payments as a result of 
other recommendations contained in this section. 

"(b) Recommend the administrative responsibility for con
trol of county administrative costs of the Medi-Cal, 
AFDC and Food Stamp programs be centrally con
trolled within the Department of Benefit Payments. 

(c) Recommend continuation of the AFDC and Food 
Stamp cost control plans and the implementation of the 
Medi-Cal cost control plan, after it has been revised to 
contain the same provisions as those provided in the 
AFDC and Food Stamp plans, throughout the budget 

(d) 
year; 
Recommend the estimating procedure used ·to develop 
the requested appropriations for county welfare de-
partment operations in the AFDC, Food Stamp and 
Medi-Cal programs be based on well-defined, well
identified workload and unit costs. 
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(e) Recommend allocation procedures used by the state for 549 
county administrative funds be based on well-defined, 
well-identified workload and unit costs, and that reallo
cation occur at least on a quarterly basis. 

(f) Recommend state matching funds used for purposes. of 550 
paying cost-of-living increases to county welfare depart-
me~t employees be limited to not more than the per
centage increase granted state· employees as 
determined by the I>epartment of Benefit Payments,· 

GENERAL PROGRAM STATEMENT 

The California Medical Assistance Program (Medi-Cal), a joint federal
state program authorized by Title XIX of the Social Security Act, began 
March 1, 1966, following enactment of Chapter 4, Statutes of 1965,Second 
Extraordinary Session. The Medi-Cal Reform program became· effective 
October 1, 1971, following enactment of Chapter 577, Statutes of 1971(AB 
949). Furthermore, miljor changes to the Medi-Cal Reform program 
became effective with the enactment of Chapter 1005, Statutesof1975, 
(SB 970) on September 23, 1975. . . 

The Medi-Cal Program 

Medi-Cal is the state's medical assistance program providing health care 
services to eligible people who cannot pay the full cost of medical care. 
It provides medical assistance to families with dependent children, to 
those aged, blind and disabled individuals and to other residents whose 
income and resources are· either insufficient to meet the cost of medical 
services or are so limited that their application to the cost of such care 
would jeopardize future minimum self-maintenance and security. 

Medi-Cal Reform Program 

The Medi-Cal Reform program (MRP) created significant changes in 
the Medi-Cal program in the following areas: (a) eligibility, (b) scope of 
benefits and prior authorization, and (c) county shares in the funding of 
the program. Eligibility was expanded to cover county medically needy 
children and adults· who are under 65 and not linkable to the categorical 
welfare programs. This group was previously referred to as county medi
cally indigent and was a responsibility of the individual counties. The state 
participated in the cost of care for this group under the county option 
portion of the program. The option program was repealed effective Octo
ber 1, 1971. 

There are I!0w four groups of eligibles: (1) public assistance recipients, 
who are individuals receiving cash grant payments under the state's Aid 
to Families with Dependent Children program and aged, blind. and dis
abled individuals receiving payments under the Supplemental Security 
Income/State Supplementary Payment program (SSI{SSP); (2) medical
ly needy only (MNO) welfare-linked persons, who meet the requirements 
of one of the four welfare categories but have sufficient funds to meet daily 
needs and therefore do not receive cash grant payments; (3) medically 
indigent children, under the age of 21 who reside with their families, who 
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are medically needy on the basis of their income and resources; and (4)" 
medically indigent adults, from age 21 to 65 and those ceremonially mar
ried persons under 21 who are financially unable to purchase necessary 
health care. . 

All eligibles are entitled to receive Title XIX services provided by physi
cians, dentists, hospitals, nursing homes, etc. Prior to the enactment of 
Chapter 1005, Statutes of 1975, (SB 970) these benefits were divided into: 
(1) a uniform basic schedule of benefits and (2) a uniform supplemental 
schedule of benefits. For each beneficiary, no supplemental benefit could 
be utilized until the corresponding basic benefit had been exhausted. The 
law contained specifiedfimitations on basic benefits that placed the em
phasis for control on outpatient services. As an example, a two per month 
limitation was mandated for physician visits with any additional visits 
requiring prior authorization from the Department of Health. The enact
ment of Chapter 1005, Statutes of 1975, (SB 970) established a single 
schedule of benefits subject to utilization controls determined to be appro
priate by the director and prescribed drugs subject to the Medi-Cal Drug 
Formulary, eliminating the mandated limitations. Permissible utilization 
controls now include prior a~thorizati(jn, post service prepayment audit, 
post service postpayment audit, and limitations on number of services. 

Funding Under Medi·Cal Reform Program (MRP) 

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

Table 1 shows Medi-Cal program expenditures by source of funds from 
the inception of the program. 

ANALYSIS AND RECOMMENDATIONS 

We withhold recommendation pending a review of the May caseload 
estimates and their impact on Medi-Cal program cost estimates. 

The budget proposes General Fund expenditures of $943,255,620 for the 
California Medical Assistance program. This is $54,572,450, or 6.1 percent, 
more than is estimated to be spent during the current fiscal year. These 
amounts include the appropriations contained in Items 288, 289 and 290, 
but exclude General Fund transfers from other items to support the Medi
Cal program. Total General Fund support for Medi-Cal is shown in Table 
5. In addition to these appropriations; the budget shows funds from other 
sources including federal and county funds, to bring the total program 
expenditure to $2,445,824,131. This amount is $201,761,625, or 9.0 percent, 
more than is estimated to be spent during the current fiscal year. Table 
2 shows the program expenditures by type of service and by type of 
administrative cost. 



Table 1 
Medi·Cal Program Expenditures by Source of Fund 

Fiscalyear 

1966-67 (16 mos.) .................. , .................................................................. . 
1967-M ........................... : ..... ; ................. ;, .................................................... . 
1968-69 ............................................. : ...... , ........ : ..... , ...................................... . 
1969-70 ............... ; ......................................................................................... . 
1970-71 ........................................................................................................ .. 
1971-72 ................................................................................... , ...................... . 
1972-73 ................................... ; ...................................................... ; ........ , .... .. 
1973-74 ........................................................................................................ .. 
1974-75 ............................................................ , ...................................... ; .... .. 
1975-76· ....................................................................................................... . 
1976-77 a,b .............................................................................. ; ................... .. 

Percent Percent 
of total County funds of total 
42.8% $248,551,734 25.1% 
40.7 210,495,556 . 29.S 
42.6 214,354,302 22.S 
45.6 216,260,843 19.3. 
44.0 214,906,441 17.1 
44.5 241,260,000 17.S 
43.7 250,531,649 17.4 
44.4 269,247;rT'T 15.5. 
42.7 296,826,395 . 14.9 
43.1 328,502,700 14.6 
43.1 358,068,000 14.6 

General Fund 
$317,831,853 
208,086,833 
325,375,195 
392,917,016 
489,797,959 
509,240,952 
561,573,257 
695,177,934 
847,184,751 
949,471,606 

1,034,538,030 
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40.1 
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$989,643,484 
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Table 2 
Total Medi-Cal Costs 

HEALTH BENEFITS 
Professional Services ............................... . 
Prescription Drugs .................................. .. 
Hospital Inpatient .............. ; .................... . 
Nursing Homes and Intermediate Care 
State Hospitals ......................................... . 
Other Services ........................................ .. 
Prepaid Health Plans ............................ .. 
Pilot Projects . 

Redwood Foundation ........................ .. 
San Joaquin Foundation ... ; ................ .. 
Paid Prescriptions .............................. .. 
California Dental Services (CDS) .. .. 
Short-Doyle .. : ........................................ . 

Title XVIII B Buy-In .............................. .. 
Price and Provider Rate Increase ...... .. 
Adjustments· .......................................... .. 

Totals, Health Benefits ...................... .. 

ADMINISTRATION 
State Support 

1974--75 

$363,039,885 
86,535,940 

582,249,945 
330,110,655 
70,833,438 
63,332,686 
93,354,296 

13,808,358 
15,355,131 
18,390,008 
65,252,594 
85,177,226 
36,377,038 

21,964,876 
$1,845,782,076 

Department of Benefit Payments .... $3,162,946 
Department of Health ........................ 27,302,655 

Fiscal Intermediary .................................. 33,791,665 
County Administration............................ 85,467,686 

Totals, Administration.......................... $149,724,952 
TOTALS, MEDI-CAL.................................. $1,995,507,028 
• Includes Audit j\djustments, Abatements and Prorata. 

1975--76 

$456,511,900 
131,441,700 
635,313,900 
394,307,200 
93,793,500 
29,205,300 
97,212,200 

18,406,100 

79,927,600 
68,396,400 
44,607,900 

7,246,409 

$2,074,370,109 

$3;560,000 
32,958,897 
38,532,100 
94,641,400 

$169,692,397 

$2,244,062,506 

1976-77 

$507,376,420 
148,178,300 
685,431,000 
415,664,400 
92,394,800 
36,426,800 

103,677,200 

21,785,900 

83,546,300 
72,197,500 
45,880,500 
54,009,463 

$2,266,568,583 

$4,064,200 
33,507,548 
42,892,000 
98,791,800 

$179,255,548 

$2,445,824,131 

Table 3 shows the average monthly Medi-Cal caseload as presented in 
the Governor's Budget. The total caseload is estimated to increase by 9.0 
percent in the current year and by 2.7 percent for the budget year. 

Table 3 
Average Monthly Medi-Cal Case load 

TOTALS (Medi-Cal) ................................................. . 
Public Assistance ......................................................... . 

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

Medically Needy ........... : ............................................ .. 
Aged .......................................................................... .. 
Blind ........................................................................... . 
Disabled .................................................................... .. 
Families .................................................................... .. 

Medically Indigent ..................................................... . 
Children ..................................................................... . 
Adult .......................................................................... .. 

1974--75 1975--76 
2,430,060 
2,058,920 

326,445 
13,432 

273,093 
1,445,950 

167,884 
52,239 

926 
13,758 

100,961 
203,256 

61,490 
141,766 

2,648,700 
2,209,900 

338,800 
13,000 

318,800 
1,593,300 

193,000 
51,400 

700 
14,600 

126,300 
245,800 

72,167 
173,633 

1976-77 
2,721,000 
2,214,900 

348,800 
13,000 

367,900 
1,485,200 

216,300 

50,500 
400 

15,400 
150,000 
289,800 
83,290 

206,510 
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197~76 Fiscal Year Budget 

A review of the reconciliation of current year appropriations shows an 
estimated General Fund savings of $25,180,759. This savings consists of two 
parts: $11,287,059 from the medical care and services appropriation and 
$13,893,700 from the appropriation for rate increases. Savings in medical 
care and services represent the impact of estimated cost reductions in 
county hospital inpatient, skilled nursing, intermediate care, and prepaid· 
health plans. These are offset by cost increases in community hospital 
outpatient, community hospital inpatient, state hospitals and Title XVIII 
B Buy-In, as compared to the May revised estimates for the current year. 
Rate increase savjngs are mainly due to the fact that a budgeted 9.5 
percent increase for physicians will not be granted by the administration 
in the current year. The 1975-76 budget also includes a proposed deficien
cy appropriation for the fiscal intermediaries of $3,218,611 General Fund. 
When this is taken into account the net General Fund savings is reduced 
to $21,962,148. 

In addition to the deficiency appropriation for the fiscal intermediaries, 
it appears that another deficiency appropriation for county administration 
will be necessary. This is discussed under the administration of the Medi
Cal program, Item 290. 

Table 4 
Direct State Support for Medi-Cal 

(General Fund) 

1974-75 1975-76 
APPROPRIATIONS 

Budget Act appropriation (Medical care 
and services) ",,,,, ... ,,.,,,,,, ... ,,,,,,,,,,.,,,,,,,,,,.,, $696,233,546 $767,553,211 

Budget Act appropriation (fiscal intermedi-
ary)""".""""".""""""""".".""""""."."""" 17,371,200 17,588,689 

Budget Act appropriation (county adminis-
tration) '''''''''''''''''''''''''''''''''''''''''''''''''''''''' 44,500,000 66,390,918 

Budget Act appropriation (rate increases) 10,000,000 57,043,500 
Deficiency appropriation (fiscal intermedi-

ary)"""."""""."""".""."""."".""" .. "."""." 3,218,611 
Allocation from Chapter 138, Statutes of 

1975 (county administration) """.".:."" 18,158,893 
Allocation from Chapter 138, Statutes of 

1975 (fiscal intermediary) """"""""""" 164,000 
Allocation from Chapter 138, Statutes of 

1975 (medical care and services) ."""", 14,976,766 
Chapter 903, Statutes of 1975 (San Joaquin 

Founda.tion-HCDF) ""."."""." .... """ .. ,,. 69,000 
Chapter 958, Statutes of 1975 (Medi-CaI-

dentures) """"".""""""" ... """".",,,,,,,,,,,,, 2,000,000 
Prior Year Balances Available: 

Chapter 1781, Statutes of 1971 (health main-
tenance organizations) """"""" .. ,,""",, .. 430,000 430,000 

Budget Act of 1974, Section 14.3 "" .. """"" .. 21,487,464 

Totals Available."."" ... """""""""" ... " .. """ .. $823,321,869 $914,293,929 
Balance available in subsequent years "",," -430,000 -430,000 
Unexpended balance, estimated savings " .. -32,317,369 -25,180,759 

TOTALS, EXPENDITURES """""""""""" .. $790,574,500 $888,683,170 
a Scheduled in Item 292 for Medi-Cal price and provider rate increases. 

1976-77 

$855,269,420 

18,683,800 

69,302,400 
29,165,110 a 

430,000 

$972,850,730 
-430,000 

$972,420,730 



Items 288-290 HEALTH AND WELFARE / 531 

Table 4 summarizes the reconciliation with appropriations for General 
Fund support of the Medi-Cal program for the 1974-75, 1975-76 and 197~ 
77 fiscal years. 

1976-77. Fiscal Year Budget 

Although Items 288, 289, 290 and price and provider rate increases from 
Item 292 propose appropriations totaling $972,420,730 for the budget year, 
which is $83,737,560, or 9.4 percent, more than the current year estimate, 
the entire General Fund support of the Medi-Cal program is not included 
in those items alone. Excluded are transfers from the Short-Doyle, Devel
opmental Disabilities and Alcoholism programs and administrative sup
port for the Departments of Health and ,Benefit Payments. When these 
are added, the overall General Fund support for the Medi-Cal program is 
increased to $1,034,538,030, or 9.0 percent, over the current year estimate 
as shown in Table 5 below. 

Table 5 
Total State Support for Medi-Cal 

(General Fund) 

Appropriation from General Fund (direct support) ....... . 
Transfer from Department of Health-Administration .. 
Transfer from local mental health ....................................... . 
Transfer from alcoholism program ....................................... . 
Transfer from developmental disabilities ........................... . 
Transfer from the Department of Benefit Payments ..... . 

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

Budget Assumptions for 1976-77 

1975-76 
$888,683,170 

15,446,928 
42,531,600 

923,100 
1,886,800 

$949,471,598 

1976-77· 
$972,420,730 . 

14,412,700 
43,618,406 

1,009,094 
923,100 

2,154,000 

$1,034,538,030 

The following is a summary of our comments regarding the assumptions 
listed on page 716 of the Governor's Budget. The italicized phrases corre
spond to the assumptions listed in the budget. 

1. The Institute for Medical Services Program will be implemented 
effective March 1, 1975 with an estimated enrollment of 244,()()() for the 
budget year. At the time of the preparation of this analysis, the basis for 
this assumption is questionable. There have already been significant 
delays in the implementation of this program and there are no guarantees 
that the problems causing these delays have been resolved. Furthermore, 
the department has not provided sufficient information to substantiate the 
enrollment proje~tions. More information will be. necessary to evaluate 
this program along with the May revised estimates. 

2. The departments cost control plan for county administration of the 
Medi-Cal program will be implemented January 1, 1976, and continue 
through the budget year. This plan was not implemented January 1,1976. 
We have discussed the implications of the rejection of the plan by the Joint 
Legislative Budget Committee under county adminislTation of the Medi
Cal program under Item 290. 

3. The department will establish reasonable ratios of reimbursements 
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for inpatient hospital services in accordance with the plan ~pprov~~ by 
the federal government. Section 232 of Public Law 92-603 (HR 1), allows 
a state to establish reimbursement rates for the reasonable costs of inpa· 
tient hospital services for the Medicaid (Medi-Cal) program' with the 
approval of the Department of Health, Education,and Welfare' (DHEW) , 
provided such rates do not· exceed those established for the. Medicare 
program. The Department of Health submitted its plan to establish such 
rates to DHEWduring the current year and it was approved in November 
1975. The department's plan provides for an 0.8 percent. per month in
crease in hospital inpatient rates for the current year. This averages to 
approximately a five percent increase in rates for the entire year. For the 
budg~t year a rate increase orO.55 p.ercent per month is proposed for an 
average increase of approximately 3.4 percent for the fUll year. However, 
the Department of Finance has estimated an increase of 6.9 percent for 
the CPI (all items) in the budget year which has historically increased at 
a lower rate than the hospital service component of the CPI. An average 
increase in funding of 3.5 percent woUld be necessary to provide the 6.9 
percentcost-of-living increase for hospitals by the end of the fiscal year. 
These estimates indicate that· the 3.4 percent increase in funding woUld 
not be sufficient to cover estimated cost increases. Therefore, if all costs 
were to be covered, a higher percentage would have to be built into the 
budget. Uncovered cost increases will have to be borne by hospitals pro
viding services to Medi-Cal beneficiaries. 

4. County participation in the funding of the program willincrease by 
9.0 percent over the 1975-76 level This is a reasonable assumption regard
ing growth in assessed valuation. 

5. User and utilization increases of medical services will average:3.7 
percent over the 1975-76 program level Data from the new Budget Infor
mation System regarding user and utilization trends supports this assump
tion. 

6. Federal participation in the costs of claims processing will be in
creased from 50 percent to 75 percent. This was also assl.lmed for the 
current year. However, the additional federal funds were denied because 
the state would not comply with the requirement for the issuance of a 
statement of medical benefits to Medi-Cal beneficiaries. The administra
tion is currently negotiating with DHEW for a waiver of, or changes to, 
that requirement. If this attempt does not result in approval for the addi
tional federal funds or their receipt is delayed, General Fund costs will 
increase. 

7. Proposed lt:tgislation will be passed and become effectiveJuly 1,1976, 
to simplify Medi-Cal eligibility at an increased General Fuild cost of $4.8 
million. We have been working with the department and the Health and 
Welfare Agency on the proposed Medi-Cal eligibility sizhplification system 
and are in general support of simplification. However, the proposed legis
:lation will have to be analyzed on its own merit. We are supporting the 
proposal because in subsequent years there will be substantial administra
tive savings which should exceed the estimated benefit increase. 

8; The medical component of the Homemaker/Chore program will be 
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shifted'tothe Medi-Calprogr);m to maximize federal financial parffcipa
. lion' ala cost of $4.5 niillion General Fund. This subjectis discussed under 
the: Homemaker / Chore program, Item 291. 

. 9: Price and provider rate increases are not contained in the Medi-Cal 
-'budget. Funds for this purpose are appropriated in Item 292. The total 
appre)priation contained in Item 292 is discussed under that item. A de
'taileo discussion of that' portion of the price and provider rate increases 

. 'conhtined in Item 292 for the Medi-Cal program follows. 

Price and Provider Rate Increases for Medi-Cal (Item 292) 

We recommend that the Department of Finance report to the fiscal 
comItJittees, at the budget hearings, on the methodology utilized to deter
mine the amounts contained in Item 292 for the Medi-Cal program. 

'. As shown on page 727 of the Governor's Budget, a total of $29,165,110 
General Fund has been schedUled for "the state's share ofrate increases 
for nonphysician providers of health care services under the medical as
sistance program." The narrative also states: "These funds providem
creases averaging 6.5% for labor related costs and 4% for non-labor related 
costs.'~ We were provided the breakout of General Fund money by the 

.' Department of Finance for the various service categories which is shown 

. in Table 6. 
Table 6 

1976-77 Rate Increases for Medi-Cal 
4 Percent Nonlabor and 6.5 Percent Labor 

(General Fund) 

Service, Category 
Professional ........................................................................................ .. 

~~:~iMedi~;;}:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
County: Outpatient ......................................................................... . 

, ", 'Community, Outpatient ............................................................... : 

Drugs, .................................................................. ; .................................. . 

H~~:::~i~~=~~~t·:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
. Corririlunity Inpatient ................... ; ............................................... . 

, SkUled Nursing Facilities (SNF) and Intermediate Care Facili-
. ties nCF) ..................................................................................... . 

SNF· ............................................................ :., .................................... . 
··ICF .. : .................................................................................................. . 

Other Services .. ; ....... ; .............................. , ............................................ . 
Home Health .................................................................................... . 
Medical.Transportation ................................................................. . 
Other Services ................................................................. ; ............... . 

Dental ;; ....................................................................... ; ......................... . 
Redwood Pilot Project' ..................................................................... . 
Prepaid Heal,th Plans/Institutes for Medical Services ............. . 

,iTotal ..... ; ......................................................................................... . 

Amount 

$1,879,100 
1,008,100 
1;684,300 

2,871,900 
6,215,100 

9,290,200 
734,400 

42,600 
262,800 
352,400 

Subtotal 
$4,571,500 

1,114,500 
9,087,000 

10,024,600 

657,800 

1,210,400 
435,400 . 

2,063,910 

$29,165;110 

.' We are unable to determine the amounts oflabor and nonlabor related 
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costll to which the percentage increases were , applied for this information. 
Besiaes,the budget states only that average increases of 6.5 percent and 
4.0 percent were applied. Neither can We identify deviations from the 
average increases in the breakout. The Department of Finance has not 
made available the information necessary to identify these. factors. This 
typ~ bf information is needed to perform a thorough evaluation of the 
price and provider rate increases contained in the budget for the Medi-Cal 
program. 

Reimbursement Rate Policy 

The Department ,of Health is responsible for administratively establish
ing rate setting policies forreimbursetnents to pr()viders rendering serv
ices to Medi-Cal program beneficiaries. Thethree major provider groups, 
in terms of total reimbursements, are hospitals, skilled nursing facilities 
,and physicians. A brief summary of the reimbursement rate policy for 
each of these groups follows: ' 

A., Hospitals 

Until the 1975-76 fiscal year, theclepartmentpaid hospitals the "reason
able cost" of providing hospital inpatient services to Medi-Cal beneficiar
ies. These payments were made in compliance with federal regulations 
requiring cost reporting for'the Medicare and Medicaid programs. At the 
conclusion oreach hospital's fiscal year, a cost rep9rt was submitted to 
state and federal administrations containing data related to costs incurred 
by the hospital and revenues generated from other sources. The state and 
federal administrators then reviewed' this report to determine the "rea
sonable costs" for each hospital. In practice virtually all costs submitted by 
hospitals were considered to be reasona:ble. Therefore, hospitals were 
receiving actual cost reimbursements under the Medi-Cal program. 

As a result of changes made in federal regulations during 1974 and 1975, 
states were authorized to submit proposed plans for developing and im
plementing alternative reimbursement policies for hospital inpatient 
services to the Department of Health, Education and Welfare. California's 
plan was approved by DHEW in November 1975 and is being used to 
control costs in the 1975-76 and 1976-77 fiscal years. Increases for the 
current year are limited to 0.8 percent per month under theplan while 
budget year increases are proposed to be, limited to 0.55 percent per 
month. These increases amount to considerably less than the projections 
for the average increases in the hospital service component of the con
sumer price index. An explanation of the reasons for the seleGtion of the 
percentage limitations was not provided by the administration. 

B. Skilled Nursing Facilities 

The Medi-Cal program pays skilled nursing facilities a flat rate for each 
patient day provided to Medi-C~ beneficiaries, with no adjustment for 
actual costs of each facility. These rates are established by conducting cost 
audits of a statistically determined group of skilled nursing facilities. From 
t.tIese audits, the department derives an average cost per patient day, 
including components for profit, salary increases, supplies, etc. Then a 
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single statewide rate for each of four bedsize groupings is determined. 
Adjustments to these rates have been madein 1968, 1969, 1972, 1973, 1974 
and 1975. Annual adjustments are not mandated. 

c. Physicians 

. The Medi-Cal program pays physicians a fee for each service they per
form; aild this fee varies from service to service and from doctor to doctor. 
The name given to this reimbursement policy is the "profile" system. As 
a physician submits claims for services. the fiscal intermediaries file the 
amount of the charges under the physician;s name and the specific service 
rendered. At the end of a period of time, the fiscal intermediary reviews 
all these files and calculates"usual and customary" charges for each physi
cian. They make these calculations by arraying, for each service per
formed by the physician, the charges as submitted. If there are enough 
bills for that servi~e from the physician, the fiscal intermediary chooses the 
50th percentile charge as that physician's "usual charge" for that service. 
If there are not enough bills for that service, the fiscal intermediary arrays 
the "usual charges" of other physicians in the same geographical area 
(usually the county), chooses the 60th percentile usual charge as the 
"customary charge", and assigns this "customary charge" to the physician 
for that service. In some areas, some procedures are so rarely performed 
th~t neither"usual charges" nor "customary charges" can be developed. 
The Medi-Cal program then relies on another value, sometimes called the 
"reasonable charge", which is the product of the multiplication of a dol
lars-per-unit coefficient and units-per-service coefficient. The units-per
service are listed· in the 1964 edition of the Relative Value Studies of the 
California MediCal Association. The dollars-per-unit are developed by the 
fiscal intermediary and vary for each geographical area in the state and 
for each broad category of physician services (general medical, surgery, 
anesthesiology, radiology). . 

The usual, customary, and reasonable charges are known respectively 
as Level I, Level II, and Level III, and collectively as a "profile". The 
profiles basically serve as upper limits to payments made by the program. 
To control the rising costs of the Medi~Cal program, the Department of 
Health has nqt authorized the computation of new profiles since 1970, 
when the physician charges used for the computation were based on data 
from the last one-half.of 1968. However, physicians were granted a 2~ 
percent cost-of-living increase in November 1972. . 

As a result of the continued lack of increases in Medi-Cal reimburse
ment rates, physicians have. repeatedly requested a recomputation of the. 
profiles based on the most current data available. the department has 
refused because updated profiles would be very expensive and because 
the profile system itself encourages higher and higher charges and con
tainsfeatures that the department ~dmany physicians themselves view 
as inequitable. The department's alternative,presented in December 1974 
at a public hearing on a proposed Legulation, is a statewide dollars-per-unit 
maximum coefficient combined with use of the 1969 Relative Value Stud
ies. This dollar-per-unit would be9~ percent higher than the average 
Medi~Cal payment currently being made and recognizes increases in the 

19-88825 
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costs of maintaining a medical practice. Theadministratlon has considered 
this alternative, as well as several others, but has made no decision so far' 
on changing the profile system. No additional funds for increasedreim~. 
bursement rates for physicians are proposed in the budget year and funds . 
that were appropriated for this purpose in 1974-75 and 1975-76 by the 
Legislature will not be utilized. 

Administration of the Medi-Cal Program 

Under the supervisipn of the Secretary for Health and Welfare, the State" 
Departments of Health and Benefit Payments are responsible for admims
tration of the Medi-Cal program. County welfare or public health depart
ments, acting as agents of county boards of supervisors and subject to the 
supervision and regulations of the Department of Health, are responsible. 
for receiving and processing applications for Medi-Cal eligibility for the 
medically needy and medically indigent. EffectiveJanuary 1, 1974 Califo:r~o 
nia contracted with the fede.ral governmEmt to perform Medi-Cal eligibili
ty det€:irminapon.· for aged, blind and disabled recipients under the 
SSIJ SSP program. . ". 

The fiscal intermediaries, Blue Cross North, Blue Cross South and Blue 
Shield, which have joined together to form the Medi-Cal Intermediary 
Operations (MIO) organization, process and pay all provider claims after 
eligihility has been determined. . 

State administrative costs consist of program control and coordination, 
and eligibility determination and services payments. County costs I:lre 
related to eligibility determination made by county departments of wel- . 
fare or public health. . ',. 

Table 7 shows the total estimated cost incurred fqr adm,inistration in 
fiscal years 1974-75, 1975-76 and 1976-77. 

Table 7 
Estimated Medi-Cal Cost for Administration 

fro,,! the Health Care Deposit Fund 

1974-75 1975-76 
Administrative ~upport for 

Department of Health ......................... . 
Department of Benefit Payments ... . 

Total State ....................................... . 

$27,302,655 
3,162,946 

$30,465,601 

Fiscal Intermediary .............................. 33,791,665 
County Administration ..... l.................... 85,467,686 

Total :................................................. $149,724,952 

Increased Administrative Cost 

$32,958,897 
3,560,000 

$36,518,897 

$38,532,100 
94,641,400 

$169,692,397 

1976-77 

$33,007,548 
4,064,200 

$37,571,748 

$42,892,000 
98,791,800, 

$179,255,548 .. 

We withhold recommendation on the funds budgeted for theadminis- '. 
trationof the Medi~Cal program pending the revision of May caseload' 
estimates and receipt of more information on the estimated and projected' 
figures for county administrative costs. 

The total budgeted administrative costs represent 8.1 percent of the' 
benefits estimated to be paid by the Medi-Cal program during the budget . 
year'as compared to 8.2 percent for the current year. The bulk of the 
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administrative costs arerelateclto the average<monthly Medi.Calcase
load, volume of claims processed, and the number of eligibility determina
tions made in the counties. 

State Administration (Item 282) 

The total budgeted state administrative cost of the Medi-Cal program 
for the budget year is $37,571,748, which represents an increase of 2.9 
percent, or $1,052,851, above the current year estimate. This amount ex
cludes the costs of the salary and benefit package for state employees in 
the budget year. 

Although there are no major Medi-Cal position changes in the current 
or proposed budgets, three significant shifts in emphasis arid staffing have 
been proposed for the budget year. These are: (1) expansion of drug 
utilization staff to provide for statewide monitoring and on-site reviews of 
pharmacies; (2) creation of a new unit to initiate a pilot project on the 
potential for volume purchase of health care commodities; and (3) a 
reduction in staffing for the prepaid health plan/institute for medical 
services program now that IMS guidelines have been developed and pro
gram administration is being reorganized. 

The amounts shown in Table 7 as administrative support for the Depart
mentof Benefit Payments are discussed under Item 300. 

County Administration (Item 290) 

County administration costs are for eligibility determination of the 
medically needy and medically indigent. Medically needy eligibility is 
determined quarterly and medically indigent eligibility is determined 
monthly. The eligibility determination costs for the medically needy and 
medically indigent children under age 21 are shared 50-50 betWeen the 
fed<:~ral government and the state. The medically indigent adult eligibility 
costs are 100 percent state funded. 

During the. current fiscal year the r>epartment of Health was required 
to develop a plan for controlling county administrative costs of the Medi
Cal program by language contained in Item 278.3 of the Budget Act of 
1975. A.t the same time, the Department of Benefit Payments was required 
to develop a plan for the AFDC and Food Stamp programs. Because these 
plans both affect the operations of county welfare departments, we have 
prepared a separate section on county administrative cost controls. 

Fiscal Intermediaries 

At th,e inception of the Medi-Cal program, three fiscal intermediaries, 
Blue Cross North, Blue Cross South and Blue Shield, acting under separate 
contracts with the State Department of Health Care Services, processed 
and paid'. all claims submitted by providers of services to Medi-Cal eligi
bles. In early 1970, the department executed a contract with a joint ven
ture of insurance companies and a computer services corporation called 
Health Care Systems Administrators (HCSA) to implement the Medi-Cal 
Management System (MMS) on a prototype basis and to process claims in 
two counties. Prototype operations begain in Santa Clara and San Diego 
Counties inl· August 1972 and were terminated after the Department of 
He~th, at the. direction of the Legislature, went out to bid for a single 
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claims processing system. The three proposals submitted were rejected 
and the administration decided to continue under the existing contra.cts 
with the three o:rganizations. In 1973, the three intermediaries joined 
together in an organization called Medi-Cal Intermediary Operations 
(MIO) for the purpose of processing Medi-Cal claims. All claims under the 
regular fee-for-service Medi-Cal program are now processed by MIO. 

Prepaid health planslinstitutes for medical services, pilot projects and 
dental services, which are currently provided on a capitation rate basis or 
under special contract, are excluded from the regular fee-for-service 
claims processing. To the extent these programs are expanded, there is a 
reduction in the volume of claims processed by the fiscal intermediaries 
and a net savings in administrative costs. 

Current Year Estimate for Fiscal Intermediaries 

The Governor's Budget proposes a deficiency appropriation of $3,218,-
611 General Fund for support of the fiscal intermediaries in the 1975-76 
fiscalyear. This deficiency appropriation is necessary because federal par
ticipation in funding the costs of claims processing are not being increased 
from 50 percent to 75 percent, the level at which they were budgeted. 
Separate legislative hearings will be held on this subject following intro
duction of the deficiency appropriation bill. 

Budget Year Estimate for Fiscal Intermediaries (Item 289) 

The budget proposes $42,892,000, all funds, for support of the fiscal 
intermediaries which is $4,359,900, or 11.3 percent, above the current year 
amount. ' 0 

No data are provided as to the estimated number of claims to be proc
essed by the fiscal intermediaries or the average cost per claim fcir the 
current and budget years. We cannot determine from the available infor
mation if the 11.3 percent increase in the budget year is to be attri.buted 
to an increase in the number of claims processed, a price increase, or a 
combination of the two. 

In addition, the General Fund support for this item, $18,683,800, was 
derived on the basis that 75 percent federal funding would be received for 
claims processing. Because the administration has refused to comply with 

. existing federal requirements for increased funding in the current year, 
it is assumed that an alternative proposal will be accepted by the: federal 
government in the budget year. 

Appropriate information supporting this assumption and the/adminis
trative cost increases for the fiscal intermediaries will be nec:essary to 
evaluate the May revised estimates for these costs. We are withholding our 
recommendation pending receipt of such information. ' 

Prepaid Health Plans and Institutes for Medical Services 

We recommend that the Department of Finance, in conjunction with 
the May revised caseload estimates, provide the fiscal committees with 
more detailed information regarding the institute for medical services 
program budget projections. . . ' . 

The Medi-Cal Reform program (MRP) encourages the administrators 
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of Medi~Cal, to the extent feasible, to provide health care to Medi-Cal 
eligibles through a system of prepaid health plans. A prepaid health plan 
(PHP) is any association of providers of medical and health services who 
agree with the Department of Health to furnish health services directly 
and indirectly to Medi-Cal beneficiaries on a predetermined periodic rate 
basis. The department is also authorized to establish pilot projects in this 
area. 

During 1975, the department and a specially appointed advisory com
mittee conducted a review of the existing program to develop recommen
dations for improvements. The report of the committee contained 
recommendations regarding several major program changes, including: 
(1) increased consumer involvement, (2) strengthening of fiscal controls 
for the plans, (3) development of standards for quality of care, (4) better 
reporting for costs and quality of care, (5) improvements for capitation 
rate determination procedures, and (6) increased emphasis on preventa
tive health services and measures. The department recently conducted 
hearings on regulations that would implement many of these changes. 
Effective March 1, 1976, the department plans to implement a new pro
gram for institutes for medical services (lMS's) which would replace 
PHP's and- be required to meet the requirements of the new regulations. 

The budget request for the IMS program includes a 7.0 percent increase 
in capitation rates for the increased costs of services required by the 
proposed regulations, and an estimated increase in enrollment of 3,000 per 
month. Neither of these factors have been supported by information sup
plied in backup of the Governor's Budget requests~ The costs of the 
proposed IMS program cannot be accurately identified until those por
tions of the proposed regulations that will actually be implemented are 
i~e~tified. If the plan is implemented March 1, 1976 as planned, this 
information should be available prior to receipt of the May revised esti
mates. 

General Fund Loans 

We recommend that the Department of Health in conjunction with the 
. Department of Finance, present to the fiscal committees during budget 
hearings (1) the administration s proposed solution for failure to receive 
county funds owed to the Medi-Cal program, and (2) a proposal for insur
ing more timely receipt of federal funds. 

The Medi-Cal Reform program (MRP) contained the amounts of each 
county's participation in the funding for the costs of the entire Medi-Cal 
program in the 1971-72 base year. These base year amounts are adjusted 
by the percentage change in modified assessed value for each county, in 

. each of the following years. County shares in the funding of the program 
have grown from $241,260,000 in the base year to an estimated $358,068,000 
in the budget year. The law requires that counties pay their shares tothe 
state on a monthly basis. 

In the past, the administration has not enforced the monthly payment 
of county shares in those counties that operate county hospitals. Payments 
due to the counties for services provided to Medi-Cal beneficiaries have 
been used to offset the amounts owed to the state. If these counties were 
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unable to offset the entire amount due, the state did not aggressively seek 
payment for the net amount owed to the state. Because many counties 
were unable to offset their entire shares on a monthly basis, it became 
necessary to use state and federal monies to pay a portion of the counties' 
share of all Medi-Cal program costs. Until last year there were no restric
tions on using General Fund appropriations for this purpose. Therefore, 
General Fund money that was budgeted for the state's share of the pro
gram costs was actually paying for the state's share, plus a portion of the 
counties' share. This resulted in the need for deficiency appropriations 
from the General Fund. Budget Act language now prohibits the use of 
General Fund appropriations for the Medi-Cal program for this purpose. 

To complicate the issue, the advancement of federal funds, which were 
also being used to cover county fund shortages, was being delayed so that 
these funds could no longer be used for this purpose. 

Because of the county offset problem, the restriction of General Fund 
appropriations, the lack of federal funds, and the lack of enforcement of 
the monthly payment requirement, it has become necessary· for the 
Health Care Deposit Fund to borrow funds from the state General Fund 
in order to pay Medi-Cal program costs. At the present time loan authority 
exists for $130 million, and approximately $90 million has actually been 
borrowed to cover current year costs. The department estimates that of 
this $90 million, approximately $75 million is due from the counties and 
the remaining $15 million from the federal government. 

It is unclear what the administration is proposing to do to remedy this 
problem. 

SCR 117-County Health Care Study 

Senate Concurrent Resolution 117 of the 1974 Session, directs the Legis
lative Analyst, in conjunction with the County Supervisors' Association of 
California and the State Department of Health, to conduct a study on the 
role of counties in health care delivery and report to the Legislature. 

The resolution was the result of a recommendation in our Analysis of the 
Budget Bill for 1974-75 that a long-range study be performed on the role 
of the counties in health care delivery. The Analysis recommended that 
the following areas be included in the study (1) county share deveJopment 
under Medi-Cal, (2) eligibility determination and program administra
tion, and (3) the role of counties in health care delivery. 

At this time last year, we reported that a questionnaire was being devel
oped which would be sent to all 58 counties regarding their current and 
historical involvement in health care programs since the inception of the 
Medi-Cal program. The questionnaire was necessary because no central
ized source of information relative to individual county involvement was 
available. . 

A committee comprised of representatives from the Analyst's office, the 
State Department of Health, and the counties of Alameda, Los Angeles, 
Ventura and Sacramento participated in developing the questionnaire. 
After much effort, a preliminary draft of the questionnaire was completed 
on a trial-run basis by Alameda and Ventura counties in February and 
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March of 1975. The finalversiqn or"the questionnair~ was distributed to the 
counties· in late October. 
,.WeantiCipatethat information contained in the completed question

naires will provide a basis for the SCR 117 participants to clarify the role 
of the counties in health care. A report containing findiIigsand recom~ 
mendations will be issued later this year. . 

COUNTY ADMINISTRATION OF THE MEDI·CAL, AFDC 
AND FOOD STAMP PROGRAMS 

(Items 290 and 305) 

General Background 

The General Fund monies appropriated by Items 290 and 305 are for the 
state's share of county administration costs·of the Medi-Cal, Aid to Fami
lies with Dependent Children (AFDC) and Food StamP programs. 
County administration consists of county welfare department costs for (1) 
eligibility determination of the medically needy only and medically in~
gent categories of Medi-Cal beneficiaries; .(2) eligibility and grant deter
mination for the AFDC program, and (3) eligibility. and benefit 
determination for food stamps. Total costs for county administration ,of 
these programs are each shared on a different basis. Medi-Cal costs for the 
medically needy only and medically indigent children are shared on a50 
percent ,General Fund--:-50 percent federal funds basiS, while the remain
ing costs for medically indigent adults are a 100 percent charge to the 
General Fund. AFDG costs are shared on 3.25 percent Generalli'und-25 
percent· county funds--:-50 percent federal funds basis. Costs related. to 
food stamps for the current fiscal year are being shared on a 21 percent 
General Fund-29 percent county fund,s---50 percent federal funds basis. 
However,.there is a cap on county funding in the Food Stamp program' 
which wilL result in estimated sharing of 25 percent General Fund-25 
percent county funds 50 percent federal funds in the budget year. There~ 
fore, increased costs for the Food Stamps program are shifted to the 
General Fund; . 

Table 8 shows the growth of the General Fund share of county adminis
trative costs for each ofthese programs from fiscal year 1972-73.through 
the proposed budget year. . . 

Table 8 
. General' Fund Expenditures 

For Operation of County Welfare Departments 
(Millions) 

AFDC 'Food Stamp 
Fiscal Year Program Program 
19'12-7f ..... ; ........ , ........ ; ....................................... ; ............ :............. $31.5 
1973-74 .......................................................................................... 37.5 
1!174-:75 ......................................... : .......................... !,.................... 44.2 
1975-76 ................................................. :........................................ 49.7 
197~77 ............ : ..... : ............................................. :.......................... 53.0 
a Estirn~ted at 70 percent of total 

$4.3 
13.5 
19.5 

Medi·Ca] 
Program 

$28.8" . 
42.6" 
62.9 
66.4 
69.3 

'Between·fiscal year 1972-73 and the end of the current year, AFDC. 
General Fund expenditures are estimated to increase by 58 percent, 
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which is an average annual increase of approximately 16 percent. Between 
1974-75 and 1975-:-76, estimated General Fund expenditures for food stamp 
administration are estimated to increase by approximately 215 percent 
because the state is now responsible for the entire nonfederal share of the 
Food Stamp program above the fixed 1973 county base year contribution 
of $21,700,000. Between fiscal year 1972-73 and the end of the current year 
General Fund expenditures for Medi-Cal administration are expected to 
have increased by 131 percent which is an average annual increase of 
approximately 34 percent. 

Comparative Administration Costs 

We-are concerned about rapidily growing admiiustrative costs and the 
substantial variances in productivity per worker and unit costs. The unit 
cost for processing an application, or for maintaining an approved case 
varies considerably from county to county as shown in Tables 9 and 10. 
Three major factors which account for the unit cost variances are salary 
levels; overhead and the number of cases processed per worker. 

The counties determine the salaries and benefits of county welfare 
department workers even though the state and federal governinentspay 
three-fourths of these salaries and benefits in the AFDC program. The 
state pays 100 percent of non-federal costs in the Medi-Cal program, and 
all n()n-federal costs above the counties' fixed amount in the Food Stamp 
program. Annual salary and benefit increases for welfare department 
workers for the current year have ranged from none in some counties to 
14 percent in one large county. Salaries and benefits for eligibility workers 
account for approximately 49 percent of total administrative costs. In fiscal 
year 1974-75, the cost of approving or denying a single AFDC application 
varied from $65.85 to $155.94 (137 percent) in-the nine largest welfare 
counties. In the Food Stamp program the workload unit cost varied from 
a low of $10.56 to a high of $32.75 (210 percent) in the 10 largest food stamp. 
counties. 

Caseloads of welfare eligibility workers vary considerably from county 
to countY,even though they do the same work and use the same forms. 
For example, the caseloads of workers who maintain approved cases in the 
large counties vary from 96 to 135 cases in the AFDC program and from 
59 to 185 in the Food Stamp program. The average worker who specializes 
in processing applications disposes of only 22 applications per month in the 
AFDC program. This varies from a high of 29 to a low of 13 (123 percent) 
in the large counties. In the Food Stamp program, the range varies from 
a high of 61 to a low of 16 applications per month, a 280 percent variance. 

Overhead, which constitutes the remaining 51 percent of administrative 
costs, also varies considerably and contributes to high unit costs. There.:: 
fore, the average county, on a statewide basis spends $1.03 on overhead 
for each dollar spent on eligibility workers' salaries and benefits. L~rge 
counties have a better support cost ratio than $1.03 with the exception of 
Los Angeles County. In the large counties, there is a 147 percent variance 
in support cost ratios. If the Los Angeles County support cost ratio had 
been $1.03, the' statewide average, instead of $1.31 in 1974-75, AFDC 
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admiIristratlve expenditures woUld have dropped froni $168.6 million to 
$159.2 million. Tables 9 and 10 compare the performance of the large 
counties both in terms of productivity and unit costs. 

B'-Idget Act of 1975 

During the budget hearings conducted over the last three years, the 
Legislature has continually emphasized its concern over the rapid growth 
in county administrative costs. The administration also expressed its con
cern over this matter and said action necessary to bring these costs under 
control would be given high priority and be implemented as soon as 
possible. However, during the hearings on the Budget Act of 1975, it was 
evident that the administration had done very little to control administra
tive costs. Therefore, the- Legishlture, on the basis of our recommendation, 
included budget language to insure action by the administration in this 
area for the 1975-76 fiscal year. . 

Items 278.3 and 291 of the Budget Act of 1975 required the Departments 
of Health and Benefit Payments, with assistance and advice of the coun
ties, to develop and implement plans wherebycostsfor county administra.
tion will be effectively controlled within the amount appropriated by 
these items and that such plans shall not be implemented sooner than 30 
days after the submission of the plans to the Chairman of the J oint Legisla
tive Budget Committee. These items are comparable to proposed Items 
290 and 305 in the 1976 Budget Act. The Department of Health is responsi
ble for administering the Medi-Cal program and the Department of Bene
fit Payments is responsible for administering the AFDC and Food Stamp 
programs. .' 

The Department of Benefit Payments submitted its plan to the commit
tee September 1, 1975 and the plan was implemented October 1, 1975. The 
Department of Health submitted its plan December 1, 1975. However, this 
plan was not implemented because the Joint Budget Committee rejected 
it on January 7, 1976. Language contained in the Medi-Cal item, Item 
278.3, authorized the committee to reject the plan while the language in 
the Benefit Payments item, Item 291, did not grant the committee such 
review authority. Therefore, the cost control plan for AFDC and Food 
Stamps has been in effect since October 1, 1975 and the plan for Medi-Cal 
will not be implemented in the current year, unless a modified plan is 
resubmitted and approved. 

General Description of Cost Control Plan 

Although the formats in which the two plans were submitted to the 
Legislature differ substantially, the basic cost control methodology util
ized to implement the fundamental concept for both plans is similar. Both 
plans emphasize the need for: (1) further development and continued 
improvement of data reports for management information; (2) continua
tion of the joint effort by the counties. and the state to review and simplify 
these programs; and (3) improved management review of individual 
county operations by the state. The methodology utilized by both plans for 
cost control measures the workload/performance standards and over-



Largest AFDC 
Counties by Expenditures 
1. Los Angeles ........................................ .. 
2. San Diego ............................................ .. 
3. Alameda .............................................. .. 
4. Santa Clara .......................................... .. 
5. Contra Costa ...................................... .. 
6. Sacramento ........................................... . 
7. Orange ................................................... . 
8. San Francisco ...................................... .. 
9. San Bernardino .................................. .. 

10. All Others ............................................ .. 

TotaL ...... ; ............................................... . 

Table 9 
AFDC Administrative. Cost Comparison 'of Large Counties 

1974-c75 County 
Welf.ue Department 

AFDC Administrative 
Costs 

m,047,520 45.7% 
10,329,351 6.1 
8,699,131 5.2 
7,395,010 4.4 
5,779,701 3.4 
5,375,385 3.2 
5,175,294 3.1 
4,950,021 2.9 
4,220,173 2.5 

39,592,494 23.5 

$168,564,080 100.0% 

1974-75 . 

Average 
Cost for 

Processing 
. anAFDC 
AppUcation 

New 
AppUcations 
Processed 

per Worker 
$112.84 
123.89 
155.94 (high) 
81.85 

141.05 
88.32 
91.46 
87.92 

23 
14 
13 (low) 
26 
17 
25 
19 
21 

Average 
Monthly 
Cost to 

Maintllin Cases 
an Ongoing per 
AFDC Case Worker 

$25.75 (high) 102 
17.80 97 
18.24 113 

. 17.25 125 
25.57· 96 (low) 
17.14 135 (high) 
16.44 104 
16.57 III 

65.85 (low) 29 (high) 15.23 (low) 128 

Overhead 
Costper 

$1 of 

Direct 
Cost 
$1.31 (high) 

.53 (low) 

.88 

.94 
1.02 

.76 

.69 

.74 

.88 

·Admini
strative 
Costper 

$1 of 
Benefits 

Paid 
$0.13 

.15 

.12 

.11 

.16 (high) 

.11 

.14 

.07 (low) 

.10 
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Table 10 
Food Stamp Cost Comparison of Large Counties' Administrative Expenditures 

(Nonwelfare Cases Only) 

Largest 
Food Stamp 

Counties, 
by Expenditures 

1. Los Angeles ....................................................................... . 
2. San Francisco ................................................................... .. 
3. Santa Clara ...................................................................... .. 
4. Alameda ............................................................................ .. 
5. San Diego .......................................................................... .. 
6. Sacramento ...................................................................... .. 
7. Riverside .......................................................................... .. 
8. Contra Costa ...................................................................... . 
9. Orange .............................................................................. .. 

10. Fresno ................................................................................ .. 
11. All Others ........................................................................ .. 

1974-75 County 
Welfare Department 

Food Stamp 
Administrative 

Costs 
$20,459,727 

3,100,976 
2,472,439 
2,130,738 
1,811,746 
1,422,589 
1,212,200 
1,161,364 
1,119,480 
1,115,381 

43.0% 
6.5 
5.2 
4.5 
3.8 
3.0 
2.5 
2.4 
2.4 
2.0 

$47,539,035 100.0% 

1974-75 

Workload 
Unit 
Cost 
$32.75 (high) 
10.56 (low) 
15.71 
19.78 
11.66 
19.66 
15.55 
30.51 
12.34 
12.80 

Applications 
Disposed 

Per Worker 
Per Month 

21 
28 
31 
24 
61 (high) 
25 
37 
16 (low) 
34 
45 

Maintenance 
Caseload 

Per Worker 
59 (low) 

185 (high) 
128 
89 
78 

1ll 
75 
71 

11l 
95 

Administrative 
Cost to 

$1 of 
BeneRts 

$0.66 (high) 
.22 
.29 
.41 
.35 
.39 
.33 
.59 
.21 (low) 
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. head/ support costs for the purpose of making county comparisons to de
termine allocation of funds for administrative costs. 

Separate workload/performance standards were developed for the 
three programs with information from the latest data available. After a 
common measure was developed for county comparisons, the counties 
were divided into three groups (large, medium and small) and ranked by 
workload/performance. Simple means were then calculated for each 
group, and the departments established workload tolerance bands. Those 
counties outside the tolerance band are required to improve their work
load/performance standards by varying degrees for each program. 

In the area of overhead/support costs, both plans utilize ratios of sup
port costs per dollar of eligibility staff costs to rank the counties in their 
respective groups. Simple means were then calculated for each group and 
a five percent tolerance band for deviations above the means was adopted 
for each program. Large and medium counties determined to be out of 
tolerance are required to reduce their costs by a minimum of five percent, 
or reach the tolerance band, whichever is less. 

Allocation formulas are then used to determine each county's share of 
the program funds as follows: 

1. Eligibility/Nonservice Costs: 
The formula enables a county to receive its base year costs for this 

portion of the program, adjusted for projected caseload changes, increased 
by a cost-of-living factor for salary and benefit packages, and reduced by 
the factor required to reach the tolerance band, or minimum required 
reduction, for those counties out of tolerance. 

2. Overhead/Support Costs: 
a. Administrative/Clerical Support: 

The formula enables a county to receive its base year costs for this 
portion of the program, increased by a cost-of-living factor for salary and 
benefit packages, and reduced by the factor required to reach the toler
ance band, or maximum five percent reduction, for those counties that are 
out of tolerance. 

b. Other Operating Costs: 
The formula enables a county to receive its base year costs, increased 

by a flat percentage for cost-of-living, and reduced by the factor required 
to reach the tolerance band or the maximum five percent reduction for 
those counties out of tolerance. 

Differences Between ,the Cost Control Plans 

There are various differences in the application of this general 
methodology between the two plans. Major differences are shown in Ta
ble 11. 
General Fund Status for 1975-76 Fiscal Year 

A. AFDC and Food Stamps. For the current fiscal year the Governor's 
Budget anticipates an expenditure of $66,474,100 for the AFDC and Food 
Stamp programs which is $1,379,410 more than appropriated by the 1975 
Budget Act. This anticipated deficiency should not be regarded as a firm 
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,Jable 1.1 
Comparison of Major Features of Cost Control Plans 

AFlJC Food Stamp MediCal 
A. Workload. 

Acceptable w?rkload tolerance 5% below mean 
Productivity improvement required if workload is out Correct one-half of 
of tolerance problem in 1!175-76 

B. Overhead Support Cost 
Acceptable support cost ratio 5% above mean 
lmprovements required if support cost is not accepta- Reduce support cost 
~ ~ 

C. Workload Definitions 

D. Maximum Cost-of-Uving lncreases 
Maximum acceptable cost-of-living increases (COL) 
qualified for state matching 

E. Contingency Plan for Budget Deficiency 

F. Timetable for lmprovements 
Workload improvements 

Support cost improvements 

Separates applications 
workload from on.gC)
ing cases workload. 
Workload is measured 
in application ~ 
per worker and' case
load per worker 

No limit (reimburse ac-
tual COL) 
Request additional 
funds only for unan-
ticipated workload 

3 years to reach toler-
ance 
unknown 

00% below mean 
30% improvement 
maximum in 1!175-76 

5% above mean 
Reduce support· cost 
5% 
Combines applications 
and on-going cases into 
"total" activitY work
load unit. Measures ac
tiVities per worker. 

No limit (reimburse ac- ; 
tuaI COL) 

i 

Request additional' 
funds only for unan· 
ticipated workload 

unknown 

unknown 

00% below mean 
10% improvement max
imum in 1!175-76 
(See point E below) 

5% above mean 
Reduce support cost 5% 

Combines applications 
and on·going cases into 
"major" activity work
load unit DOH meas
uresbours per activity. 

7.8% 

Step l:Fund all counties 
at tolerance band. 
Step 2: All counties ab-
sorb balance of deficien-
cy 

unknown 

unknown 

estimate for several reasons. First, it assumes the DepaI:tment of Benefit 
Payment's cost control plan for the AFDC and Food Strup.p progrruns will 
dampen administrative expenditures by $2.4 million iIi lhe current year. 
It is too early to determine accurately the fiscal effect of county reponse 
to the cost plan_ Secondly, it assumes that approximately $3.4 million in 
additional Food Stamp workload is going to materiali2;e because of the 
Food Sta.mp outreach effort. It is possible that all the anti(;:!ipated new Food 
Strunp applicants will appear at county welfare departments but this may 
not be occurring to the extent anticipated. Therefore, the May 1976 sub
vention estimates could· show some reductions related to Food Strunp 
outreach. Even if the currently estimated 1975-76 deficiency of $1,379,410 
were a firm estimate, the reason for the deficit is not dear at this time. If 
the deficit is caused by failure on the part' of the counties to make the 
required improvements in productivity then the del~artment will not 
request or support' a deficiency appropriation. If on thle other hand, the 
deficiency results from unanticipated, unbudgeted w,()rkload increases, 
the department has indicated its readiness' to requesl additional funds 
from the Legislature. . . . 

B. Medi-Cal. Item 278.3 of the Budget Act of 19758\ppropriates $66,-
390,918 General Fund for support of Medi-Cal county a(lministrative costs 
in the current year. In the Department of Health's plain to control these 
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costs it was estimated that all funds would be utilized and that no addition
al support would be required. However, with the recent rejection ofthe 
plan by the Joint Legislative Budget Committee, a deficiency appropria
tion will be necessary. At the time of this Analysis, estimates for the 
additional cost to the General Fund are not available. 

1976-77 Budget RequEtsts 

We withhold recommendation on Items 290 and 305 pending receipt ot: 
(1) the May revised estimates for the AFDG, Food Stamp and Medf~Cal 
programs, and (2) the additional information requested from the Depart
ments of Health a..nd Be.nefit Payments as a result of other recommenda-
tions contained in' this section. . 

The budget proposes appropriations of $69,302,400 General Fund for 
support of Medi-Cal county administrative costs in Item 290 and $74,500,-
500 General Fund for support of AFDC and Food Stamp county adminis
trative costs in Item 305. Because the amounts of the potential deficiency 
appropriations for the corresponding items in the current year budget are 
unknown at this time, a comparison of the current year appropriations to 
the blldget year requests is of little significance. However, a discussion of 
the factors built into each budget request for program increases is signifi
cant. 

The Department of Benefit Payments has included a 6.7 percent factor 
for the average in(~rease in cost-of-living for salary and benefit packages 
and overhead cosbl in its budget estimate for the AFDC and Food Stamp 
programs. On the other hand; the Department of Health has included no 
increase for cost-of·living in salary and benefit packages and a 4.0 percent 
factor for cost-of-living increases in overhead costs. Differences in project
ed caseload and workload increases are understandable because different 
populations are eligible for each of these programs. However, we fail to 
see how these two departments, with the guidance of the Department of 
Finance, could PJ~opose different cost-of-living increases to the same 
county welfare departments that are providing similar services for each 
of these programs., 

This emphasizes' one of our major concerns regarding the cost control 
of county welfare department operations. 

Cent,ral Control 
We recommend' that the administrative responsibility for control of 

county administrative costs of the Medi-Cal, AFDC and Food Stamp pro
grams be centrally controlled within the Department of Benefit Pay-
men~ , 

The transfer of responsibility for Medi-Cal county administrative costs 
to the Department of Benefit Payments would provide for uniform treat
ment of all county welfare department matters related to these state and 
federal programs. . 

In addition, the cost control language contained in Items 290 and 305 
differs. IdenticallaJhguage should be contained in each item. ' 
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Cost Co.ntr.ol .Plansfor 197&,.77 

lr~ recommeIJ,d coriti~uation throughout the budget year of the AFDC 
a.iidFood Stamp cost control plans and the implementation of the Medi
(:alc.ost control plan, after it has been revised to contain the same pro vi-
sioils..as those in the AFDCand Food Stamp plans. ". 

We believe >the basic proposals contained in the cost control plans can 
provid~ the state with an effective means for. controlling the costs for 
county administration. 

Future Budget Estimates and County Allocations 

" We recof!miend th;e estimating procedure used to develop the request
ed;appropriations for couilty welfare department operations in the AFDG, 
]l'oodStam'p and Medi-Cal programs be based on well-defined, weIPide:qti~ 
lied worklol1.d and unit costs. , 

Specifically, we.recoIIlIIierid that for1976-,.77 the departments separate 
. thE:} ,,:orkload of ~ll threeprpgrams into: (1) applications workl6ad and (2) 
0Il":gofug cases workload. This canpe· done froni information currently 

·llyaUable. The 1976-,.77 ~orkloaa estim~tes should then be pr~parE:}d ,for 
. eac;\hcounty by month or by quarter. The workload units' (applications and 
caseload) should then be multiplied by the county's historical unit cost. 
The resultantnuinbers, when added ~ogether, would be the amount of the 
requested appropriations. Theuhit c6st should be increased by a percent
age amount, determined by the department, in orderto take futo account 
cost-of-living increases for salaries, benefits and operating expenses and 
equipment. The rationale qsed for selectmg the cost-of-living percentage 
increase should be mad,e available to the counties. Ffually, the depart
ments should be given tne admihistrativeauthority to adjust the unit cost 
amounts upward fu order to correct special circumstances in a county, 
.such as unrealistically low staffing patterns in given programs. Such adjust
Jll~nts to a county's unit cost should ,be justified in writing, with informa
tional copies being forwarded to the Department of Ffuance and the 
Legislative Analyst's. office. 

There are several advantages to the above procedure. First, it would be 
open to review by the counties. In essence, a county could object that the 
amount budgeted was inadequate only if the workload estimates were 
inconsistent with recent trends in workload or if the unit' cost figure had 
not received a cost-'of-living adjustment. In addition, the state would be 
obligated to be explicit about all the assumptions iricludedin a request for 
funds. Finally, in the event that a deficiency appropriation is needed, the 
Legislature would know if the cost overrun was due to unanticipated 
workload changes or other factors. 

Allocation Procedures 

We recommend that allocation procedures usedby the state.for county 
administrative funds be based on well-defined, well-identified workload 
and unit costs, and that reallocation occur at least on a quarterly basis. 

After the Legislature approves funds for county administration 6f the 
AFDC, Food Stamp and Medi-Cal programs, the state departments will 
allocate the funds to the individual counties. We recommend that the 
procedure described above to develop a budget request also be used for 
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allocating available funds to couQ.ties. We also recommend that realloca
tion of funds occur at least quarterly. The chief advantage to such an 
allocation procedure is that it is objective. If a county's workload increased 
above the amount contained in the budget it would automatically teceive 
an augnientedallocation. Conversely, if budgeted workload did notmate
rialize, a county's allocation would be reduced and transferred to counties 
in which workload had increased or retained in the contingency fund. 

Matching Funds and Cost-of-Living Increases 

We recommend that state matching funds used for purposes of paying 
cost-oE-living increases to county welfare department employees be lim
ited to not more than the percentage increase granted state employees as 
determined by the Department of BenefitPayments. 

We make this recommendation for both fiscal and equity reasons. It is 
not equitable for the state to participate in large cost-of~livingincreases 
for county welfare department 'employees which the state is not willing 
to grant to state employees whose 'work is similar. In addition, we believe 
that such a policy would tend to moderate the cost-of-living increases at 
the local level because counties would have to bear a larger percentage 
of total salary and benefit costs if they grant cost-of-living increases which 
are in excess' of what the state grants to its employees. 

Department of Health 

SPECIAL SOCIAL SERVICE PROGRAMS 

Item 291 from the General 
Fund Budget p. 712 

Requested 1976-77 ......................................................................... .. 
Item 291 ......................................................................................... . 
Prior year funds available ........................... : ............................ .. 

Estimated·197~76 ................................................................ : ........... . 
Actual 1974-75 ................................................... :: ............................ .. 

Requested increase $193,520 (0.3 percent) . 
Total recommended reduction ..... : ............................................ .. 

$54,914,270 
54,720,750 

193,520 
54,720;750 
38,545,548 

Pending 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. Social Service Priorities. Recommend social service appro-' '553 
priations be based on priorities, instead of past expenditures, , 
and the Department of Health submit to the fiscal commit-
tees, prior to the start of budget hearings, its list ofprioi'ities 
and recommended funding levels for social service pro
grams. 

2. Authority and Responsibility. Recommend Social Services 554 
Branch be raised to division level within the Department of 
Health. 

i 

l 
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3. Authority and RespoIlsibility. Recommend a state policy 554 
on social services be developed iIi. 1976-77 and the Depart-
ment of Health take the lead in developing it. 

4. Homemaker I Chore Reforms. Recommend Department 557 
of Health inform the fiscal committees by April 1, 1976 of 
reforms it intends to make in the Homemaker I Chore pro-
gram, who will be affected by them, how they will effect 
costs, and how they will be implemented. 

5. Social Services Branch Staff Increase. Recommend ap- 557 
proval of proposed staff increase of 30 positions. 

GENERAL PROGRAM STATEMENT 

Public Law 92-512 limited federal social service funds to $2.5 billion 
annually to be divided among the states on the basis of population. The 
budget shows that California's 1976-77 share will be $245.5 million. 

The sharing ratio for social service programs is 75 percent federal and 
25 percent state or county, except for family planning, which is 90 percent 
federal and 10 percent state. However, all federal funds are being spent, 
while the state match in some social service programs far exceeds,the 
required 25 percent. For example, in the Homemaker I Chore program the 
proposed General Fund money for the budget year is $25.4 million in 
excess of the 25 percent requirement. D 
t· With the excess of General Funds beyond what is required to match 

ederal funds, any savi,ngs, deficits, reductions, or augmentations in any 
e social service program must be considered 100 percent General Fund. 

ANALYSIS AND RECOMMENDATIONS 

The budget proposes a General Fund expenditure of $54,914,270 for the 
1976-77 fiscal year, which is $193,520, or 0.3 percent, more than is estimat
ed to be expended during the current fiscal year. The proposed expendi
ture consists of $54,720,750 in Item 291 and $193,520 in funds available from 
Chapter 1234, Statutes of 1975, relating to the prevention of sexual abuse 
of children. 

Item 291 provides the General Fund money to match federal funds for 
the Homemaker I Chore program, and to fund the Adoptions program and 
Demonstration Projects for which there are no federal matching funds. 
Table 1 shows the sources and levels of funding for the three programs for 
the 1975-76 and 1976-77 fiscal years. For the first time the budget shows 
that a portion of the Homemaker I Chore program is to be funded through . 
the Medi-Cal program. 

This item also contains the federal funds for six other social service 
programs. The General Fund money to match these funds is budgeted in 
other items with language authorizing its transfer to this item to match the 
federal funds. The six programs, and the proposed 1976-77 state and fed
eral funding for each, are: 

State 
Child development ........................... :.............. .. $15,973,314 
Child protection .............................................. .. 
Regional centers .............................................. 1,753,300 
Community rehabilitation.............................. . 4,333,300 
Blind counselors................................................ 35,000 
Service centers.................................................. 125,669 

Federal 
$47,013,942 

3,552,666 
5,260,000 

13,000,000 
105,000 
377,005 

Total 
$62,987,256 

3,552,666 
7,013,300 

17,333,300 
140,000 
502,674 



Table 1 . 
Social Service Programs Funded by Item 291 

]975-76 
General Fund 

Homemaker I Chore 
Federal Other 

Nonmedical services .................... $41,698,00Il" $48,750,000 
Medical services' ......... " .............. . 

Adoptions ............................................ 12,822,750 
Demonstration projects .................. 200,000 

$4,SOO,OOO 

Total .................................................... $54,720,750 $48,750,000 $4;500,000 

Total 

$90,448,000 
4;500,000 

12,822,750 
200,000 

$Hr7,970,750 

Item!J91 
General,Fund' 

$41,698,000 

12,822,750 
200,000 

$54,720,750 
• Services to be paid for out of the Health Care Deposit Fund. 
b Includes $10 million to be provided by proposed legislation; 
C General Fund appropriation from Chapter 1234, Statutes of 1975, for a child sexual abuse prevention-center. 

1976-77 

Federal 

$48,750,000 

$48,750,000 

Other 

$9,000,000 

193;520" 
$9,193;520 

tn en 
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Adoptions 

We recommend approval. 
Item 291 proposes $12,822,750 from the General Fund, the same as in the 

current year, for the Adoptions program. A proposed price and provider 
rate increase for the Adoptions program of $765,565 from the General 
Fund is contained in Item 292 and is discussed in our analysis of that item. 

Demonstration Projects 

We recommend approval. 
Item 291 proposes $200,000 from the General Fund, the same as in the 

current year, for Demonstration Projects. In addition to the $200,000 ap~ 
propriatedin this item, a total of $193,520 is also available from Chapter 
1234, Statutes of 1975, w:hich will establish a child sexual abuse prevention 
center in 1976-77. .. 

Title XX of the Socia.1 Security Act 

Social services are provided under the new Title XX of the Social Secu" 
rity Act which became effective October 1, 1975. Some features of Title 
XX are: 

1. Fifty percent of federal funds must be spent for people eligible for 
Aid to Families with Dependent Children (AFDC), Supplemental Secu
rity Income (SSI), or Medicaid. . 

2. Family planning services Ipust be available to AFDC recipients who 
request them. 

3, Three services, to be chosen by the state,. must be provided to SSI 
recipients. And, at least one service, again to be chosen by the state, must 
be directed toward each of the following goals: self-support, self-suffi
ciency, protection of children and adults, deinstitutionalization, and insti
tutionalization when necessary. 

4. Families with income up to 115 percent of the state median income, 
adjusted for family size, are eligible for services, but fees must be charged 
to families over ® percent of the median. However, all persons are eligible 
for protection services and .information and referral services. 

Priorities 

We recommend that social service appropriations for the budget year 
be based on priorities instead of past expenditUres, /lEd that the Depart
ment of Health submit to the fiscal committees, prior to the budget hear
ings, its list of priorities and recommended funding levels for social service 
programs. 

Title XX is much less restrictive than were Titles IV-A and VI of the 
Social Security Act, which Title XX replaced, and will allow California to' 
expand, contract, or abolish most e#sting programs and start new ones if 
it wishes to do so. 

Basing social service appropriations on priorities instead of past expend
itures will allow the utilization of limited dollars for the most pressing 
social problems with the highest priority. 
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We recommend that the Department of Health submit to. the fiscal 
committees, prior to the start ofthe budget hearings, its list of priorities 
and recommended funding . levels for social service programs. This is in 
line with the department's often stated intent to reform the Social Service 
program. 

With over a third of a billion dollars ($245 million federal, $a3 million 
state, and $42 million county) available for social services, it a.pp~ars to us 
that the opportunity to provide more effective programs is very· great. 

As pad of our recommendation for the establishment of priorities, we 
are recommending in Item 327 that $47,013,942 in federal funds for child 
development programs be replaced with state General Fund money. The 
liberated federal funds would replace excess General Fund money in 
other social service programs. There would be no net General Fund in
crease. This switch in funding would remove child development programs 
from unnecessarily stringent federal regulations and could lead to reduc-
tions in costs. . 

Division of Federal Funds Within the State 

Section 1515L5'oftheCaHfornia Welfare and Institutions Code required 
the state to allocate at least 66 percent of the $245.5 million in federal funds· 
to the counties. The Governor's Budget preposes $172,329,128, or 70 per
cent. These fundsgoto·county welfaredepartnients for the state matched 
Homemaker / Chore program, and a variety of county matched programs 
including Information and Referral, Protective Services for Children and 
Adults, Out-of-Home Services for Children and Adults, Health Related 
Services, Employment Services, and others. 

The balance offederal funds, $73;170,872, together with state matching 
funds, goes to a variety of programs in the Departments of Health (Com
munity Rehabilitation, Regional Centers, Family Planning, Facilities 
Evaluation, Adoptions, Demonstration Projects, and the Social Services 
Program for administration), Education (Child Care),Employment De
velopment (Service Centers) , and Rehabilitation (Blind Counselors). 

The chart on page 715 of the Governor's Budget gives a breakout of 
social service expenditures. 

Authority and Responsibility for Social Service Programs 

We recommend that the Social Services Branch be raised to division 
level within the Department of Health. 

We recommend that a state policy on social services be developed in the 
1976-77 fiscal year, and that the Department of Health take the lead in 
developing it. 

The one thing social service programs have in common is that they serve 
the poor. The Department of Health is the single state agency for the 
administration of social services and has ultimate authority over all these 
programs. Therefore, the departm~nt has the responsibility of setting 
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priorities, coordinating services, assuring that the poor are being served, 
and assuring that funds are being properly spent. On the basis of problems 
experienced by the department, there is doubt that these responsibilities 
are being met. 

We recommend that the Social Services program be raised to the level 
of a division within the department as one way in which the department 
could increase its ability to meet its responsibilities. This would tend to 
give the program a higher priority within the department and enhance 
its ability to deal with other programs, other departments, and counties. 

We also recommend that the Department of Health take the lead in 
dev~loping in the 1976-77 fiscal year a state policy on social services, a 
policy which defines the system-its priorities, goals, services and delivery 
mechanisms-and recognizes that though there are many desirable serv
ices, not all of them can be provided. The state policy could be developed 
in conjunction with the Annual State Comprehensive Social Services P,lan 
that is required by Title XX. 

Homemaker/Chore 

As shown in Table 1, Item 291 proposes $41,698,000 from the General 
Fund and $48,750,000 in federal funds for a total of $90,448,000 for the 
Homemaker/Chore program. This is an increase of $10 million from the 
General Fund over the Budget Act of 1975 appropriation. However, the 
Governor's Budget states an intention to have legislation introduced to 
increase the current year appropriation by $10 million also. 

Homemaker/Chore and Medi·Cal 

The Medi-Cal program is budgeting $4,500,000 for the current year and 
$9 million for the budget year from the Health Care Deposit Fund to pay 
formedically related services which are presently being provided by the 
Homemaker / Chore program. The number of homemaker / chore recipi
ents receiving these services is not known, and at this point we do not 
know exactly what services are going to be funded through the Medi-Cal 
program. Our concern is that this program, which is very expensive now, 
will become more so with the addition of a "medical component." 

Homemaker/Chore Reforms 

There is general agreement that some reforms and changes in the 
Homemaker/Chore program must be made. Management audits or re
views have been made by the Auditor General, the Department of Fi
nance, the Department of Health, a county-state task force and· the 
Legislative Analyst. 

The following is a compilation of the most feasible cost reducing reforms 
that have been suggested by the various studies for the Homemaker / 
Chore, program. 

1. Reforms that would reduce costs without reducing services. 
a. Purchase meals on wheels and congregate meals from the Office 

on Aging to replace the meal preparation service of homemaker / 
chore workers. Information provided to us by the Office on Aging 
indicates that as much as 70 percent of the homemaker / chore 
caseload receives meal preparation services; that a chore worker 
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preparing one meal can cost as much as $5.75, and a homemaker 
$9; and that meals on wheels programs can deliver one meal for 
a total of as little as $1.43. 

b. Use other services available in many communities such as day. 
care, shopping assistance, companion, friendly visitor, telephone 
reassurance, yard maintenance and home improvement. Private 
laundries could be contracted with to replace the laundry services 
being provided by homemaker I chore workers. 

c. Use independent homemaker / chore providers because they have 
a lower hourly cost than agency and welfare department staff 
providers. 

d. Set maximum rates for independent, agency and welfare staff 
providers. 

e. Define homemaker and chore. There are presently no clear dis
tinctions between the two, and some counties provide only chore 
services, while others provide mostly homemaker services. Home
maker is more expensive, because workers have special training, 
yet most of the services provided by the Homemaker I Chore Pro
gram do not require a trained worker (e.g., cooking, housekeep
ing, shopping, laundry, limited personal care, and others). 

f. Better management of the progra$ by the state. 
g. Require counties to fund deficits, or share in the funding of defi

cits,or some other method of giving counties financial participa
tion in the program, and, thus, an incentive to control costs. 

2: Reforms that would reduce costs by reducing services. 
a. Stop providing such services as child care, simple supervision, 

companionship, major household repair, medically related serv
ices, and rehabilitative services. 

b. Stop serving people who have responsible relatives or other re
sponsible people to help them. Stop paying relatives to provide 
services, except in special situations. 

c. Redefine severely impaired. Severely impaired individuals may 
receive up to $505 worth of services a month, while the limitation 
on others is $350. The present definition in Section 12304 of the 
Welfare and Institutions Code is vague. Someone who needs 20 
hours of service a month is defined as severely impaired. Thus, 

. someone who is receiving20 hours a month is by definition severe
ly impaired. In one county one-half the caseload is severely im
paired, while in other counties there are no severely impaired 
cases. 

d. Only serve people who are in immediate danger of having to go 
into out-of-home care (board and care, intermediate care, or nurs
ing home). 

e. Limit the program to welfare recipients only. 
f. Limit the number of hours that can be provided for each service 

(e.g., no more than one hour to prepare a meal). 
g. Limit the total. number of hours, or costs, of services that an indi

vidual may receive in a month, or liinit the average hours, or costs, 
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of services per month per case that a county may provide to its 
recipients. These limitations could vary, depending upon the re
cipient's degree of disability. 

h. Limit service costs to an amount which, when combined with a 
person's SSI-SSP cash grant, does not exceed the cost of out-of
home care. 

Homemaker/Chore Survey 

While many ofthe reforms listed above could be acted upon immediate
ly, the Department of Health needs more information to act upon others. 
To this end, the department is undertaking amajor survey of the Home
maker / Chore program. Counties will complete a detailed questionnaire 
and 60 workers (20 state nurses, 20 state social workers, and 20 county 
social workers) will spend a month in the field interviewing 5 percent 
(3,350 people) of the homemaker/chore caseload. Survey results should 
be available by the end of February 1976. 

Department of Health Intentions 

We recommend that the Department of Health inform the fiscal com
mittees, by April 1, 1976, of the reforms it intends to make in the Home
maker/Chore program, who will be affected by them, how they will affect 
costs, and when and how they will be implemented .. 

Social Services Branch Staff Increase 

We recommend approval of the proposed staff increase of 30positions. 
Out of the $10 million General Fund augmentation for the Homemak

er/Chore program, the Governor's Budget proposes to fund 30 new posi
tions in the Social Services Branch at a cost of $746,748. 

Department of Health 
Existing Organization, Social Services Branch 

I Social Services Branch I 
I 

I I I I 
Services Services Adoption Special 

Management Operations Services Services 
Section Section Section fortheBUnd 

23 positions 32 positions . 89 positions 5 positions 

-Resources -Administrative -Program 
Control Unit Administration 
Unit -Adult Services 

Unit 

-Planning and Unit -Field Operations 
Information 

-Family and Unit 
Children 

-Field Review Services Unit 
Unit 

-Special 
Services Unit 
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Of the 30 proposed positions: 
1. 12 (11 professional and 1 clerical) will be in the Services Operations 

Section working on the Homemaker / Chore program doing on-site evalua
tion and consultation, regulation and guidance material development, and 
other activities. There are presently only two people assigned full-time to 
the Homemaker / Chore program. 

2. 18 (16 professional and 2 clerical) will be in the Services Mana.gement 
Section doing field reviews on all social service programs and a variety of 
other management activities. 

The social service program has had many problems in reviewing and 
supervising the state and coUnty social service programs. We have re
viewed the workload for the proposed new positions and recommend they 
be established. 

Department of Health 

PRICE AND PROVIDER RATE INCREASES 

Item 292 from the General 
Fund Budget p. 727 

Requested 1976-77 .......................................................................... $45,645,864 
Estimated 1975-76............................................................................N / A 
Total recommended reduction .................................................... $75,290 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. Contract Counties. Reduce by $75,290. Recommend reduc
tion of $75,290 budgeted in this item under Public Health 
Subventions for the Contract Counties Program. 

2. Price and Provider Rate Increases. Withhold recommenda
tion pending legislative action on Items 283 through 291 and 
Item 293. 

GENERAL PROGRAM STATEMENT 

AnalySis 
page 

558 

558 

This item would appropriate the General Fund portion ~f price and 
provider rate increases for Department of Health programs in the 1976-77 
fiscal year. These funds would be transferred to the respective programs 
upon the order of the Department of Finance. 

ANALYSIS AND RECOMMENDATIONS 

We recommend a reduction of $75,290 budgeted in this item under 
Public Health Subventions for the Contract Counties Program. 

We withhold further recommendation pending legislative action on 
Items 283 through 291 and Item 293. 

The budget proposes a General Fund appropriation of $45,645,864 for 
price and provider rate increases within the Department of Health. The 
estimated allocation of these funds is shown below. 
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Program 

Table 1 
Allocation of Item 292 to Health Programs 

(General Funds) 

1. Medi-Cal ............. ; ................................................................................................................... . 
2. Local Mental Health ........................................................................................................... . 
3. Social Services--Adoptions ................................................................................................. . 
4. Crippled Children's Services ............................................................................................. . 
5. Developmental Disabilities ............................................................................................... . 
6. Public Health Subventions ................................................................................................. . 

Total ....................................................................... : ............................................................. . 

Amount 
$29,165,110 
10,877,250 

765,565 
1,299,448 
2,634,819 

903,672 

$45,645,864 

In addition to the general funds appropriated by this item, an estimated 
$24,844,353 in matching federal funds would be available for the Medi-Cal 
Program. Therefore, this item would generate a total of $70,490,217, all 
funds, for price and provider rate increases. 

Narrative contained on page 727 of the Governor's Budget states: 
"Included in this item are provisions for price increases for certain Local 

Assistance Programs and the state's share of rate increases for nonphysi
cian providers of health care services under the medical assistance pro
gram. These funds provide increases averaging6.5% for labor related costs 
and 4% for nonlabor related costs." 

The impact of these increases on each of the programs affected is dis
cussed under the major support item for each program. Because the funds 
appropriated by this item are for transfer to these programs, supported by 
other items in the Budget Bill, any changes made in such programs should 
be reflected as an adjustment to this item. We therefore withhold recom
mendation on Item 292 pending legislative action on the items supporting 
these' programs. 'The results of such action can then be appropriately 
reflected in this item. 

The Department of Firiance has included $75,290. for the Contract 
Counties program within the amount scheduled for Public Health Sub
ventions. These funds would provide price increases to state employees 
working iIi the Contract Counties program. We are'recommending that 
these funds be deleted because increases for salaries and wages and the 
benefit package for state employees are funded by Items 95 through 99 
and 101 through 103. 

Department of Health 

ASSISTANCE TO CITIES. COUNTIES AND LOCAL AGENCIES 
FOR HE,AL TH SERVICES 

Item 293 from the General 
Fund Budget p. 698 

Requested 1976-77 ............................................................ : ........... .. 
Estimated 1975-76 ................................................................... ~ ....... . 

Requested increase N / A 
Total recommended r~duction .................................................. .. 

$34,831,139 
N/A 

$81,960 
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ASSISTANCE TO CITIES, COUNTIES AND LOCAL AGENCIES FOR HEALTH SERV-
ICES-Continued . . 

1976-77 FUNDING BY ITEM AND SOURCE 

Item Description Fund Amount 
Item 293 Budget Bill Appropria- General $29,813,454 

tion 
Chapter 902, 

Statutes of 1975 Prenatal Testing General $80,000 
Chapter 1217, 

Statutes of 1975 High-Risk Pregnancy General 5,000,000 
Program 

Chapter 1003, 
Statutes of 1975 Family Physician Pro- General 758,125 

gram 
Chapter 578, 

Statutes of 1971 Public Social Services General ·276,260 
Chapter 1176, 

Statutes of 19:73 Family Physician Pro- General 1,000,000 
gram 

Chapter 1507 
Special Medical Care Statutes of 1974 General }27,685 

Chapter 606, 
Statutes of 1975 Indian Health Program General 1,250,000 

Total Available $38,905,524 
Balance Available in Subsequent.Years -4,074,385 
Total Expenditures $34,831,139 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

L New Program Procedure Report. Recommend Depart
ment of Health report to the fiscal committees by April 1, 
1976 on the development of a procedure for implementing 
new programs.. , 

2. New Program Reports. Recommend reports to the fiscal 
committees by April 1, 1976 on implementation or status. of 
the following· programs: ,. 
a. Chapter 1173, Statutes of 1974, infant medical dispatch 

centers 
b. Chapter 1168, Statutes of 1975, public health nursing serv

ices for the aged 

Analysis 
page 
561 

564 

564 

567 

565 

567 

563 

565 

Analysis 
page 

561 

1>62 

562 

c. Chapter 835, Statutes of 1975, care of people with cystic ' 
fibrosis ., 

563 

d. Chapter 902, Statutes of 1975, amniocentesis 
e. Chapter 1217, Statutes of 1975, perinatal care 
f. The 1975-76 flu vaccine program for the aged 
g. Chapter 606, Statutes of1975, Indian health, 
h. 1976-77 family planning contracts and use of Medi-Cal 

funding for family planning services. 
i. Child Health Disability Prevention Program 

3. Hemophilia Program Overbudgeted Reduce by$81,960. . 
4. Hemophilia Program Staff Increase. Withhold recommen~ 

dation on proposed six-position staff increase. 

564 
564 
~64 

,565, 
561> 

566 
563 
563 
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ANALYSIS AND RECOMMENDATIONS 

The budget proposes a General Fund expenditure of $34,831,139 for 
Assistance to Cities, Counties and Local Agencies for Health Services for 
the 1976-77 fiscal year. Of that amount, $29,813,454 is in Item 293 and the 
remainder is available from various previously enacted statutes. 

Item 293 

Item 293 contains several programs administered by the Department of 
Health. All but the Family Physician Training Program, which is in the 
department's Administrative Division, are in the department's Health 
Protection Division. The subitems of this item have changed from the 
current to thebudget year, so total figures cannot be compared. However, 
current year figures are provided in our analysis of each subitem. Table 
1 shows the sources and levels of funding for programs in this item. 

Program 
(a) Tuberculosis ControL .......... .. 
(b) Contract Counties ................ .. 
(c) Local Health Agencies ......... . 
(d) Special Medical Care .......... .. 
(e) Genetic Disease Prevention 
(f) Immunizations ......................... . 
(g) Indian Health ......................... . 
(h) Family Planning ................... . 
(i) Maternal and Child Health .. 
m Child Health Disability Pre-

Table 1 
Programs Funded by Item 293 

1976-77 

General 
Fundin 
Item 293 

$312,153 
1,254,836 
5,202,642 
2,138,800 

464,000 
885,000 

1,250,000 
11,254,493 

General Fund 
available 

from recent 
legislation 

$727,685 
2,040,000 

1,250,000 

vention ................. :.............. 7,051,530 
(k) Family Physician Training .. 1,000,000 

Federal 

$130,406 
3,213,742 . 

4,000,000 
9,144,045 

Subtotal ................................ :. $29,813,454 $5,017,685 $16,488,193 

Totals 
$312,153 
1,385,242 
8,416,384 
2,866,485 
2,504,000 

885,000 
2,500,000 

15,254,493 
9,144,045 

7,051,530 
1,000,000 

Total State .................................................................................................................................... $34,831,139 
Total State and Federal ..................................................................................................... : ........ 51,319,332 

Reports to Fiscal Committees 

We recommend a status report by the Department of Health to the 
fiscal committees by April 1, 1976, on the development of a procedure for 
implementing new programs mandated by legislation. 

Item 293 contains funds for a number of programs established by recent 
legislation. A continuing problem of the Department of Health has been 
its inability to implement new programs expeditiously due to delays in 
getting staff approved and hired, developing regulations, negotiating, pre
paring and approving contracts, etc. Weare, therefore, recommending in 
the appropriate subitems status reports on the implementation of several 
of the new programs. We understand that the department is developing 
a system for implementing new programs expeditiously, and we also rec
ommend a status report on this potentially important reform. 
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ASSISTANCE TO CITIES. COUNTIES AND LOCAL AGENCI.ES FOR HEALTH SERV
ICES-Continued 

A proposed price and provider rate increase is contained in Item 292for 
the following programs in this item: Tuberculosis Control, Contract Coun
ties, Local Health Agencies, the Dialysis Program within Special Medical 
Care, the Sickle Cell and Tay-Sachs Programs within Genetic Disease 
Prevention, and the Child Health Disability Prevention Program. The 
General Fund cost of these programs was totaled and 20 percent of the 
cost was labeled nonlabor related and adjusted for a 4 percent price in
crease, and 80 percent was labeled labor related and adjusted for a 6.5 
percent price increase. Contract Counties should not be included in the 
price and provider rate increase item because it is a state-operated pro
gram. Therefore, we are recommending a reduction in Item 292, the price 
and provider rate increase item. Further discussion of price and provider 
rate increases is in our analysis of Item 292. 

(a) Tuberculosis Control 

We recommend approval. 
This subitem proposes $312,153 from the General Fund, the same as in 

the current year, for subvention to local health departments for tuberculo
sis control. The program which was established in the current year by 
Chapter 671, Statutes of 1975, (SB 891) replaced a subvention of the same 
amount to counties for the care of tuberculosis patients (the Tuberculosis 
Sanatoria Program). 

(b) Counties Without Local Health Services 
(Contract Counties) 

We recommend approval. 
This subitem proposes $1,254,836 from the General Fund, a $9,019 in

crease for operating expenses over the current year, to the Contract Coun
ties Program of the Department of Health to provide sanitarian and public 
health nursing services in 15 counties with populations under 40,000 which 
are not able to set up their own health departments. These counties must 
contribute at least 55 cents per capita for the cost of the services, but actual 
contributions range from about $1 to $20 per capita, depending on the 
county. Total county contributions are estimated at $733,974 for the cur
rent year, and the total population served is 'estimated at 257,500. This 
program is established under Section 1157 of the Health and Safety Code. 

This subitem also contains $130,406 in federal funds-$I00,OOO for mater
nal and child health programs and $30,000 for tuberculosis programs. 

The state and federal cost combined is $1,385,242. . 

(c) Local Health Agencies 

We recommend that the Department of Health report to the fiscal 
committees by April 1, 1976 on the implementation of Chapter 1173, 
Statutes of 1974 (infant medical dispatch centers), and Chapter 1168, 
Statutes of 1975 (public health nursing services for the aged). 

This subitem: 
1. Proposes $5,061,737 from the General Fund, the same as in the cur

rent year, for subvention to 43 local health departments for public health 
services in accordance with Section 1141 of the Health and Safety Code. 
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'Funds are distrIbuted in the following way: 
a. $16,000, or 60 cents per capita of the population served, whichever 

is'less, to each health departinent. 
b. The balance to county health departments on the basis of popula

tion served. The counties must match this part of the appropriation 
with $2 for every $1 they receive, but actual county expenditures 
for public health services are many times this. 

2. Proposes $140,905 from the General Fund, an increase of $9,905, or 
8 percent, over the current year for operating expenses, for two infant 
medical dispatch centers that will link hospitals providing obstetrical serv
ices with intensive care nurseries in order to speed up the placement of 
critically ill newborn infants. These centers, authorized by Chapter 1173, 
,Statutes of 1974, are not yet in operation,aIidwe are recommending a 
. status report. 

3. Contains $3,213,742 in federal funds, the same is in the current year, 
for subvention to local health departments for public health services. 
These funds are distributed on a modified population basis. 

4. Proposes no funds for financial assistance to local health departments 
for projects that provide public health nursing services to the aged. Chap
ter 1168, Statutes of 1975, (AB 1442) appropriated $750,000 from the Gen
eral Fund for this assistance, and the entire amount is contained in the 
current year budget. However, we understand implementation of this 
program will be delayed; thus weare recommending a status report to the 
Legislature. 

(d) Special Medical Care 

We recommend that the Department of Health report to the fiscal 
committees by April 1, 1976 on the implementation of Chapter 835, Stat
utes of 1975 (care ofpeoplewi.th cystic fibrosis). 

We recommend a reduction of $81,960 which is budgeted in error in the 
Hemophilia Program: 

We withhold recommendation on the proposed six-position staff in
crease for the Hemophilia Program. 

This subitem contains $2,866,485 for the following purposes: 
1. A total of $826,800 from the General Fund, an increase of $31,800, or 

4 percent, over the current year, is proposed for financial assistance to four 
adult and three pediatric renal dialysis centers in accordance with Sec
tions 417-417.9 of the Health and Safety Code. 

2. A total of $111,000 from the General Fund is proposed for the Crip
pled Children's Services Program, the same as in the current year, for the 
care of financially eligible people over 21 with cystic fibrosis. This program 
was established by Chapter 835, Statutes of 1975 (AB 1110), and we are 
recommending a status report on it. 

3. A total of $1,032,380 from the General Fund is proposed for the 
Crippled Children's Services Program, and $727,685 from Chapter 1507, 
Statutes of 1974, for a total of $1,760,065 for the care of financially eligible 
people with hemophilia. However, Department of Health staff project for 
the current year a maximum cost of only about $800,000' based on an 
estimated caseload of 300. The present caseload is 215. Department staff 
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ICES-Continued . . 

believe there is a potential caseload of over 1,000. Budget year costs will 
dep!:lnd on how much of it is realized.- . - . 

4. A total of $168,620 is proposed from the General Fund for four posi
tions in the Crippled Children's Services Program and tw:o in the Account
ing Section of the Department' of Health to administer the Hemophilia 
Program. The amount is incorrect and should be $86,660 for the salaries 
and operating expenses of the six positions. We are recommending the 
deletion of $81,960 in overbudgeted funds. 

We have reviewed the budget change proposal for the six positions and 
consider it justified on the basis of the estimated potential caseload of over 
1,000, but not on the existing caseload of 215. We withhold recommenda
tion until the Department of Health can provide data which supports its 
estimate of potential caseload. 

(e) Genetic Disease Prevention 

We recommend that the Department of Health report to the fiscal 
committees by April 1, 1976 on the implementation of Chapter 902, Stat
utes of 1975 (amniocentesis), and Chapter 1217, Statutes of1975 (perinatal 
care). 

This subitem: 
1. Proposes $256,000 from the General Fund, an increase of $6,000, or 

2.4 percent, for operating expenses over the current year, for sickle cell 
counseling. 

2. Proposes $208,000 from the General Fund, an increase of $8,000 or 2.4 
percent, for operating expenses over the current year, for Tay-Sachs coun
seling and testing. 

3. Contains $40,000 from Chapter 902, Statutes of 1975 (AB 1336) for a 
pilot program of prenatal testing for genetic disorders by amniocentesis 
in at least two medical centers. $40,000 is also estimated to be spent in the 
current year. However, we understand that implementation of this pro
gram might be delayed, and we are recommending a status report. 

4. Contains $2,000,000 from Chapter 1217, Statutes of 1975, (AB 1326) 
for a pilot program to provide perinatal care to women with a high risk 
of delivering defective, handicapped, or stillborn infants due to premah.!-re 
labor. An estimated $1 million from Chapter 1217 will be spenf in the 
current year. However, we understand implementation of this program 
might be delayed, and are thus' recommending a status report to the 

. Legislature. ' . 

(f) Immunizations 

We recommend that the Department of Health report to the fiscal 
committees by April 1, 1976 on the implementation of the 1975-,..76 flu 
vaccine program for the aged 

This subitem proposes $885,000 from the General Fund, the same as in 
t4e current year, for the Department of Health to purchase vaccines for 
local immunization programs; $465,000 is for vaccines to immunize chil
dren through age 12 against a variety of diseases, and $420,000 is for flu 
vaccine for people age 60 or over, and other high risk groups, if there is 
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a slii-i5hi~ idE' flu~abcirie. ... . 
In the 1974-75 fiscal year about 250,000 dosages offlu vaccine for the 

aged, costing about $200,000, went unused and we are recommending a 
status report on the 1975-76 flu vaccine for the aged program. 

(: ",' . ,. . 

(g) Indian Health Services 

We recommend that the Department of Health report to the fiscal 
committees by April 1, 1976 on the implementation of Chapter 606, Stat
utes of 1975 (Indian Health Program). 

This subitem proposes $1,250,000 from the General Fund and contains 
$1,250,000 available from Chapter 606,Statute~ of 1975 (SB 52), for a total 
of. $2,500,000, for financial, training and technical assistance· to existirig 
urban and rural Indian health projects. A total of $1,250,000 from Chapter 
606 is estimated to be spent in the current year. However, we understand 
that implementation of this program will be delayed, and we are recom
mending a status report. 

(h) Family Planning 

We recommend that the Department of Health report to the fiscal 
committees by April 1, 1976 on steps that will be taken to assure the timely 
preparation and approval of 1976-77 family planning contracts, and also 
to assure the use of Medi-Cal funding, whenever possible, to PllY for family 
planning services. . . 

This subitem proposes $11,254,493 from the General F'und, the same as 
in the current year, and contains $4 million in federal!;ocial service funds, 
also: the same as in the current year, for a total Family Planning Program 
of $15,254,493. 

Two Administrative Problems 

Tw() administrative problems with significant fiscal impaCts~ both re
ported in last year's Analysis, persist in the Office of Family Planning, 
which administers the Family Planning Program.-

The first has to do with delays in the preparation and a1.>proval of con
tracts fOI:.services with family planning clinics. Because clinics cannot be 
reimbursed for services without contracts, delayed contracts result in 
delayed programs. In the past year,· these delays resulted in an estimated 
$2.5 million or more in unspent funds at the same time that the Depart
ment of Health was demonstrating an unmet need for family planning 
services to justify a budget augmentation. As of the preparation of this 
analy~is, contracts for the current year totaling $5 million are still being 
prepared, Or have been prepared, but not yet approved. 

Tbe second problem has to do with the relationship between the Family 
Planning and Medi-Cal programs. We estimate that between $2 million 
and $4 million annually in General Fund money is being spent to provide 
services to people who are eligible for Medi-Calpayments. Medi-Cal fund
ing for family planning services is 90 percent federal andlO percent state. 
Abo, Medi-~al funding is not limited by federal appropriation, and would 
thUs· provide General Fund savings. The reasons. for this lack of use of 
Medi-Cal funds are complicated, and it will require a joint and sustained 
effort on the part of the Family Planning and Medi-Calprograms to in-
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crease the utilization of Medi-Cal funding. 
We are recoriunending that the Department of Health report to the 

fiscal committees by April 1, 1976 on steps that will be taken to solve these 
two problems. 

(i) lII!aternal and Child Health 

We recommend approval. 
This subitem contains $9,144,045 in federal funds, the same as in the 

current year, coming into California under Title V of the Social Security 
Act. These funds go to cOUIities for a variety of maternal and child health 
projects in the areas. of family planning, maternity and infant care, chil
dren and youth, dental health, and intensive. newborn care. 

(j) Child Health Disability Prevention Program 

We recommend that the Department of Health reevaluate the Child 
Health Disability Prevention program and report to the fiscal committees 
by April 1, 1976. 

This subitem proposes $7,051,530 from the General Fund for the Child 
Health Disability Prevention Program, an increase of $127,151, or 1.8 per
cent, over the· current year. In addition to these funds there are funds 
available from the Medi-Cal program and from the appropriation for the 
Department of Health. 

Sections 306-308.7 of the Health and Safety Code established the Child 
Health Disability Prevention Program (CHDP) to be operated at the local 
level, but with standards set by the state. The program is to provide health 
screening examinations and associated activities such as referral for diag
nosis and treatment, follow-up, and outreach for all children between 
birth and enrollment in the first grade and Medi-Cal eligible children 
under 21. The Medi-Calportion of the program is required by federal law, 
and pays for screening, diagnosis, and treatment. State regulations provide 
that the state will pay for the screening of children in Department of 
Health designated target populations if they arein families whose income 
is below 200 percent of the Aid to Families with Dependent Children 
(AFDC) minimum basic standarq. of adequate care. 

Problems with Program Implementation 

1. Section 308.5 of the Health and Safety Code requires that, as of July 
1; 1975, all children entering the first grade are to have received a health 
screening examination during the previous 12 months. The program is 
falling short of this goal. . 

2. The U.S. Department of Health, Education, and Welfare has assessed 
California $1,926,439 for the first quarter of 1974-75 for failures in imple
menting the Medi-Cal portion of the program. The assessment has been 
levied for failing to adequately inform Medi-Cal families of services avail
able, and for the failure to screen and treat Medi-Cal eligible children. The 
Department of Health is contesting the assessment; however, it is possible 
that penalties will be assessed for subsequent quarters as well. 
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P~ogram Emphasis . 

The present emphasis of the program attempts to get a child to an 
individual doctor for a health screening examination so that the child will 
come under.the continuing care of that doctor. However, it has been 
difficult to get doctors to participate in the program. . 

The alternative would be to have mass screening done by local health 
departments, schools, or other organizations capable of screening a large 
number of people at the same time. This would require a change· in 
program emphasis, in that only children with disabilities would be re
ferred to individual doctors for diagnosis and treatment, and thus only 
children with disabilities would have the chance to come under the con
tinuing care of personal physicians. One advantage of mass screening is 
that it would be easier to implement and would reduce the unit cost per 
child. 

Administrative Costs 

In the current year about $4.8 million was budgeted for state and county 
administration compared to the $5.6 million estilnated for screening costs 
(including those for Medi-Cal children). The administrative cost for this 
program appears excessive. There is a need to reevaluate the present 
emphasis of the program and to determine how more children can be 
screened at lower administrative cost. 

(k) Family Physician Training 

We recommend approval. 
This subitem contains $1 million, the same as in the current year, avail

able from Chapter 1176, Statutes of 1973, the Song-Brown Family Physi
cian Training Act, which has been amended by Chapter 1003, Statutes of 
1975 (SB 490). This program provides funds to institutions which train 
family practice physicians and assistants, and primary care nurses. 

Department of Health 

CRIPPLED CHILDREN SERVICES 

Item ~94 from the General 
Fund Budget p. 706 

Requested 1976-77 ......................................................................... . 
Estimated 1975-76 ........................................................................... . 
Actual 1974-75 ..................... ; ........................................................... . 

Requested increase $6,894 (.03 percent) 
Total recommended reduction .................................................. .. 

GENERAL PROGRAM STATEMENT 

$22,906,651 
22,899,757 
19,574,267 

None 

The Crippled Children Services (CCS) program provides care to chil
dren with physical handicaps to correct, ameliorate or eliminate their 
handicaps. The program is funded on a three-part state and federal to 
one-part county basis. The program is administered independently by 25 

20-8~S25 
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counties under standards and procedures established by the Department 
of Health. For the remaining 33 counties, the department administers the 
program directly. The program has financial eligibility and repayment 
requirements except in the medical therapy programs in special schools 
and classrooms provided in conjunction with the Department of .Educa-
tion. . 
. The CCS program also administers the Hemophilia and Cystic Fibrosis 

programs which are funded by Item 293 and discussed in our analysis of 
that item. 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
The Governor's Budget proposes $22,906,651 from the General Fund for 

the CCS program, ali increase of $6,894, or .03 percent, over. the current 
year . 
. A price and provider rate increase of $1,299,448, for the CCS program 

is proposed in Item 292. This amount will provide an overall 5.7 percent 
increase in the Crippled Children Services program. The price increase 
amount was derived by estimating what percent of the General Fund 
money for CCS goes for diagnosis, treatment, therapy, arid county admin~ 
istration, then estimating what portion of each is a labor related cost and 
what portion a nonlabor related cost. Finally, the labor related cost was 
adjusted for a 6.5 percent price increase, and the nonlabor related cost for 
a 4 percent price increase. Further discussion of the price and provider 
rate increase is in our analysis of Item 292. 

Table 1 shows the sources and proposed uses of the funds for the CCS 
program. 

Table 1 
Crippled Children Services 
Schedule of Expenditures 

Diagnosis ............................................................................................ .. 
Treatment. .......................................................................................... . 
Therapy ............................................................................................... . 
.Medi-Cal Administration ............................................................... . 
. County Administration ................................................................... . 
Totals, Local Assistance ................................... ; ............................... . 
Less: Family Repayment ............................................................... . 
Less: County Share ........................................................................... . 
State Share, Program ......... ; ............................................................. . 
Noncounty Residents (State) ...................................................... .. 
State Administration ....................................................................... . 

. Program Total Net ........................................................................... . 
Less: Health Care Deposit Fund ................................................ .. 
Less: Federal funds ......................................................................... . 
Item 294; General Fund ................................................................ .. 
Price and Provider Rate Increase .............................................. .. 
Total, General Fund ...................................................................... .. 

1975-76 
$1,491,573 
22,660,708 
7,305,663 

440,774 
1,735,143 

$33,633,861 
-965,000 

~,057,022 

$24,611,839 
23,344 

1,147,000 

$25,782,183 
-471,570 

-2,410,856 
$22,899,757 

$22,899,757 

1976-77 
$1,488,737 
22,670,567 
7,295,452 

440,774 
1,731,862 

$33,627,392 
-965,000 

~,054,405 

$24,607,981 
24,118· 

1,156,972. 
$25,789,rm . 

-471,570 
-2,410,856 

$22,906,651 
1,299,448 

$24,206,099 
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Department of Health 

LEGISLATIVE MANDATES 

Item 295 from the General 
Fund Budget p. 722 

Requested 1976-77 ......................................................................... . 
Estimated 1975-76 ........................................................................... . 
Actual 1974-75 .................................................................................. . 

Requested increase $96,588 (27.1 percent) 
Total recommended reduction ................................................... . 

GENERAL PROGRAM STATEMENT 

$453,498 
356,910 
424,059 

None 

This item makes a General Fund appropriation to the State Controller 
for reimbursement to local agencies for mandated costs pursuant to the 
provisions of Section 2231 (a) of the Revenue and Taxation Code as enact
ed by Chapter 1406, Statutes of 1972. The item only contains those "man
dated local costs" for health related programs. 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
Item 295 appropriates $453,498 to reimburse local agencies for state 

mandated costs, which is $96,588, or 27.1 percent, above the amount es.c 

timated to be expended in the current year. The legislation mandating 
these costs and their estimated cost for the 1976-77 fiscal year are listed 
below: 

Chapter 1494, Statutes of 1974 (X-rays) ................................ .. 
Chapter 453, Statutes of 1974 (sudden infant death syn-

drome) ................................................................................... . 
Chapter 1061, Statutes of 1973 and Chapter 1086, Statutes of 

1975 (county Short-Doyle plans) ..................................... . 
Chapter 694, Statutes of 1975 (developmentally disabled) 
Chapter 835, Statutes of 1975 (Cystic Fibrosis) .................. .. 

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

$118,878 

8,016 

267,604 
44,000 
15,000 

$453,498 
General descriptions of these mandates and estimated unit costs are 

found on page 723 of the Governor's Budget. 
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Health and Welfare Agency 

EMPLOYMENT DEVELOPMENT DEPARTMENT 

Item 296 from the General Fund, Item 
297 from the Employment Develop
ment Department Contingent Fund, 
Item 298 from the Unemployment 
Compensation Disability Fund Budget p. 743 

Requested 1976-77 ............................................ ; ............................ . 
Estimated 1975-76 ........................................................................... . 
Actual 1974-75 .................................................................................. . 

$40,058,158 
36,242,397 
31,186,653 

Requested increase $3,815,761 (10.5 percent) 
Total recommended reduction ................................................... . 

1976-77 FUNDING BY ITEM AND SOURCE 

Item 
296 (a) 
296 (b) 
296 (c) 
296 (d) 
296 (e) 
2fTl 
298 

Description 
Work Incentive Program (WIN) 
Service Center Program 
Office of Economic Opportunity 
Migrant Master Plan 
Job Agents 
Pro Rata Charges 
Support DI Operations 

Total 
a Nongovernmental cost fund expenditure 

General 
General 
General 
General 
General 

Fund 

EDD Contingent 
Unemployment a 

Compensation 
Disability 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

Amount 
$4,634,067 
3,719,032 

266,571 
3,760,270 
1,550,896 
3,048,825 

23,078,497 

$40,058,158 

1. Employment Services. Recommend report regarding 
revitalization of state employment services. 

2. Work Incentive Program (WIN). Reduce Item 296(a) by 
$518,974. Recommend deletion of portion of state child 
care matching funds. 

3. WIN Redesign. Recommend department pursue efforts to 
redesign the WIN program for more effective services to 
AFDC recipients. 

4. Service Center Program. Recommend budget language in 
Item 296 (b) to preclude use of service center funds for 
purchase of consultant services. 

5. Job Agent Program. Withhold recommendation on Item 
296 (e) . Recommend status review of program plan and 
objectives during budget hearings. 

6. Statewide Manpower Planning. Recommend legislation to 
move State Manpower Planning Office to Health and Wel
fare Agency. 

7. Unemployment Insurance. Recommend that proposed 

$630,045 

Analysis 
page 
574 
576 
588 
587 
579 
589 
585 

Analysis 
page 

572 

574 

574 

578 

579 

580 

584 
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legislative changes be considered in the light of the total 
program rather than as individual parts. 

8. Migrant Services. Withhold recommendation on Item 587 
296 (d) . Recommend clarification during budget hearings 
of proposed deficiency funding and future program direc-
tions. 

9. Office of Economic Opportunity. Reduce Item 296(c) by 589 
$111,071. Recommend reduced state ratio to match fed
eraLgrant. 

GENERAL PROGRAM STATEMENT 

The Employment Development Department (EDD) is responsible for 
assisting job ready individuals to firid available employment, providing 
qualified job applicants to employers, assisting potentially employable 
persons to become job ready, providing comprehensive statewide and 
local manpower planning, and making unemployment and disability in
surance payments. The department has the additional responsibility of 
supervising two semi-independent programs, the State Office of Econom
ic Opportunity and the Migrant Services Program which is responsible for 
overseeing the state-operated migrant housing and child care center pro
gram. 

The department acts under the authority of the Wagner-Peyser Act, the 
Comprehensive Employment and Training Act of 1973, the Social Security 
Act, the Community Services Act of 1974; the State Unemployment Insur
ance Code, the State Employment Development Act of 1973 and several 
related statutes and administrative orders. 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval of Item 296(b) and Items 297 and 298 as 
budgeted 

The proposed state appropriations for support' of the department in 
fiscal year 1976-77 total $40,058,158, an increase of $3,815,761, or 10.5 per
cent, over the current-year estimated expenditures. The total expenditure 
program, after reimbursements, proposed for 1976-77 is $2.7 billion. This 
is a decrease of $204 million, or 7.0 percent, from estimated expenditures 
in the current year. The bulk of the decrease is in unemployment insur
ance where costs are expected to be down $192.1 million due to anticipat
ed improvement in the economy during the budget year. There is also an 
anticipated decrease of $41.6 million in funds made available to the State 
Manpower Planning Office for employment and training services. Disabil
ity insurance costs on the other hand will increase by an estimated $24.9 
million. 

The state's cost increases are found in the Migrant Master Plan, up 
$2,247,353 or 148.5 percent, and in two non-General Fund items, the 
proposed appropriation from EDD Contingent Fund which is up $277,710, 
or 10 percent, and the Disability Program administrative costs which are 
up $583,981, or 2.6 percent. 

During the current fiscal year, there are a total of 13 programs for which 
the department is responsible. Table 1 compares expenditures and man
years by program for fiscal year 1975-76 and 1976-77. 
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Table 1 
Employment Development Department 

Man-Years and Gross Expenditures by Program 

Program 
1 Employment Services Program .......... .. 
2. Work Incentive (WIN) Program ....... . 
3. Service Center Program ....................... . 
4. Job Agent Program ................................. . 
5. State Manpower Planning Office ....... . 
6. Comprehensive Employment and 

Training Program ........................... . 
7. Unemployment Insurance Program ... . 
8. Disability Insurance Program ............. . 
9. Migrant Services Program ................... . 

10. Office of Economic Opportunity ...... .. 
11. California Vietnam Era Veteran On

the-Job Training (OJT) Program 
12. Contract Services ................................... . 
13. Administrative Staff and technical serv

ices (Distributed to other pro-
grams) ............................................... . 

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

1975-76 1976-77 
Estimated Proposed 
man-years man-years 

2,537.1 2,528.6 
1,108.3 ·1,107.8 

181.7 166.0 
49.1 69.0 

144.1 130.2 

390.8 389.1 
4,796.1 4,716.8 

996.7 996.7 
9.0 9.0 

67.0 67.0 

52.1 47.7 

(741.0) (741.9) 

10,333.0 10,227.9 

1975-76 
Estimated 

expenditures 
$50,145,934 
40,886,373 
4,029,831 
1,118,461 

71,086,758 

12,016,071 
2,304,432,964 

456,963,516 
1,512,917 
1,066,212 

17,833 
1,424,359 

(14,888,824) 

$2,462,320,473 

EMPLOYMENT SERVICES PROGRAM 

Items 296-298 

1976-77 
Proposed 

expenditures 
$52,573,629 
40,957,753 
3,719,032 
1,550,896 

29,481,555 

12,054,289 
2,112,326,086 

481,832,497 
3,760,270 
·888,571 

1,521,695 

(17,025,520) 

$2,230,101,320 

This program provides a labor exchange for employers and job-ready 
applicants. The goal is to reduce, to the extent possible, the length of time 
that employers' jobs go unfilled and job-ready applicants are unemployed. 
The elements to the program are applicant assessment,job placement and 
indirect services which includes labor market information services, em~ 
ployer and union services, community liaison and staff development and. 
technical supportive services. 

The Employment Services Program is funded through a federal grant 
made up of about 15 percent from federal general revenues and 85 per
cent from the federal unemployment insurance taxes levied on employ
ers. 

Revitalization of Employment Services 

We recommend that the department submit to the Joint Legislative 
Budget Committee on or before December 1, 1976 a report regarding the 
revitalization of employment services. 

Employment services has been a nationally funded program since 1933. 
It has passed through many changes but its central purpose has remained 
the matching of qualified workers to existing job openings. During the 
1960's there was a major emphasis on services to the disadvantaged work
ers which led to a decline in the effectiveness of the employment services 
function. In California, the Human Resources Development (HRD) De
partment was created in 1969 as a means of carrying out the mandate to 
serve the disadvantaged. The HRD experience led to a reduction in em
ployers' use of the state employment service to fill their job openings, and 
a decrease in the number of skilled job applicants who use the employ-



It~rris296-298 HEALTH AND WELFARE / 573 

ment services program as a means of finding employment. 
The Employment Development Department is now in the process of 

attempting to rebuild the quality of job openings and the level of skilled 
job applicants making use of employment services. . 

One of the major problems in revitalizing the employment services 
program lies in the funding mechanism of the U.S. Department of Labor. 
First, employment services grants are based on the "balanced placement 
formula" which puts heavy weighting on the number of placements 
achieved. The emphasis on numbers puts pressure on the department to 
engage in statistical juggling and concentration on "easy" placements 
(short-term and underpaid). Real services to employers and to job appli
cants are hampered. Second, the Department of Labor funding cycle 
operates on a quarterly basis, that is, each quarter is treated essentially as 
an abbreviated fiscal year. When funds in a given quarter are not fully 
utilized, they revert to the federal government. This type of funding 
results in an uneven work flow. 

Finally, in the last few years, the level of federal funding has forced 
priority decisions which are counter-productive to a revitalized employ
ment service. The limited staff has been kept.in the office ratherthan used 
to develop jobs through consistent employer visiting .. A disproportionate 
share of avallable staff time in the office has been used for initial inter
views and application taking. Little time has been available for employ
ment counseling. File searching and referral of registered applicants has 
been limited. 

There are a number of areas which should be explored in revitalizing 
the employment service program: (a) the possibility of some state funding 
of this service to set priorities and even out the work flow; (b) the use of 
employer service representatives on a more aggressive and consistent 
basis; (c) advertising of job openings in classified ads and other news 
media to recruit skilled job applicants; (d) more thorough review of 
unemployment insurance· claimarits' job seeking efforts on a selective 
basis; (e) renewed use of file search efforts to fill job openings; and (f) the 
use of selective testing of job applicants to determine skill levels and 
provide job counseling serviCes. ... 

The department is exploring a number of possibilities for reyitalizing 
employment services, including some waivers of federal requirements. 
We recommend that the alternatives be presented to the Legislature in 
the suggested report for appropriate legislative action. 

WORK INCENTIVE (WIN) AND RELATED SERVICES PROGRAM 

This program provides serviCes to employable welfare recipients. It 
consists primarily of the Work Incentive Program (WIN). Also included 
are someemploymentrelated social services and the registration of recipi
ents offood stamps. All potentially employable recipients of food stamps 
are required to register for employment with EDD. As a condition of 
continuing eligibility for food stamps, registrants must accept referral to 
appropriate job openings. 
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Work Incentive Program (WIN) 

We recommend that Item 296(a) be reduced by $518,974 in state child 
care matching funds for the WIN program and that the subitem be ap
proved in the reduced amount of $4,115,093. 
, The budget shows an expected federal grant for the WIN program 

which will be virtually unchanged from the current year. The request for 
the state matching funds is also at the same level as the current year 
expenditures. However, in the Budget Act of 1975, the Legislature author
ized$635,OOO for the current year to match potential additional federal 
funding which never materialized. A portion of this unneeded state match 
has been included as a base for the formation of the 1976-77 budget in the 
form of matching of the federal WIN child care funds. 

The federal WIN child care allocation of $2,807,733 is budgeted by the 
Department of Benefit Payments. State matching funds at a 90/10 ratio 
are budgeted by EDD as part of its overall WIN budget request. Table 2 
shows the budget allocations of ED D's WIN funding request for fiscal year 
1976-77. . 

Table 2 
WIN Budget Expenditures 

Fiscal Year 1976-77 

Program 
WIN Program ..................................................... . 
Separate Administrative Unit ...................... .. 
WIN Child Care ............................................... . 
Employable Premises ....................................... . 

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

Total 
$37,300,000 

54,000 
831,167 

67,500 

$38,252,667 

Federal 
$33,750,000 

48,600 
(2,807,733) a 

(382,500) a 

$33,618,600 

State 
$3,730,000 

5,400 
831,167 
67,500 

. $4,634,067 
a Figures in parentheses represent HEW and county child care funds, budgeted by Department of Benefit 

Payments. 

The amount required to match the federal child care allocation of 
$2,807,733 at the 90/10 ratio is $312,193. Included within Item 296(a) is 
$831,167 for this purpose. We find no justification for state funds above the 
required 10 percent match. Therefore, we recommend the proposed 
$831,167 be reduced to $312,193 for a savings of $518,974. 

WIN Redesign 

We recommend that if current efforts to obtain waivers for a complete 
WIN program redesign are unsuccessful, the department seek to establish 
pilot programs in selected counties to test the proposed program improve
ments. 

WIN was inaugurated in the second quarter of the fiscal year 1968-69. 
The objective of the program is to provide manpower development and 
placement services, to the employable recipients of Aid to Families with 
Dependent Children (AFDC). In December 1971, the President signed 
Public Law 92-223, known as the Talmadge Amendments which changed 
the WIN Program emphasis from one of training to one of job placement. 
The training components which remained in the program were heavily 
weighted toward on-the-job training with very little financial support for 
the institutional training programs. 
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With the initiation of the Talmadge Amendments in 1972, California 
obtained waivers to establish an Employables System for welfare recipi
ents. The system consisted of the WIN Program coupled with the Employ
ables Program and the Community. Work Experience Program (CWEP). 
The CWEP program was designed to place AFDC recipients in meaning
ful public service jobs in a nonsalaried capacity. The effectiveness of the 
three-year pilot project was questionable and the program has been ter
minated. 

The Employables program was designed through contractual agree
ments between EDD and the county welfare departments to provide 
intensified placement services for welfare recipients. Contracts provided 
for the outstationing of county welfare department staff at state offices 
and the integration of social work staff with state staff. Welfare recipients 
involved in the program were required to seek work and come to the 
department every 15 days to report the results of their efforts. 

Under the current administration the mandatory job seeking require
ments have been dropped, functional supervision of social service workers 
by EDD has been discontinued, and contractual agreements between 
counties and the department have been terminated. The colocation of 
social service staff at EDD offices is still encouraged by the department 
but it is arranged on a voluntary basis with each county welfare depart
ment and is contingent upon two factors, (1) that colocation will contrib
ute to the effective delivery of services to affected welfare recipients and 
(2) that space in EDD facilities is available. 

In addition to the above changes, the department has conducted an 
intensive review of the WIN Program and identified a number of serious 
problem areas. The major problem relates to the inefficiency of the sys
tem. Under federal budgeting and reporting requirements, the system has 
been subjected to an unacceptably high level of paperwork which has 
effectively reduced the amount of services which realistically can be deliv
ered to program participants. The federal budgeting system, which puts 
a high priority on a set of performance goals established by the Depart
ment of Labor, contributes substantially to the problem. The performance 
goals tend to concentrate upon fulfilling statistical requirements to the 
detriment of providing adequate services. 

Another factor contributing to the 'inefficiency of the program is the 
annual failure of Congress and the President to agree on an appropriation 
bill until late in the fiscal year. This results in the program operating on 
a "continuing resolution" basis with month-to-month allocations which 
hinder healthy program operation. It especially limits the capacity to 
negotiate long-term contractual agreements with employers to provide 
for on-the-job training positions for welfare recipients. , 

The system for registration, appraisal and certification of welfare recipi
ents is extremely time-consuining and unproductive. The mandatory reg
istrationprocess of a large portion of all AFDC parents leads to a 
significant amount of the paperwork overload. Over 30 percent of total 
WIN staff time is used to register recipients, many of whom will never 
receive any services because of limited resources. 

In addition to the mandatory registration process, there is an automatic' 
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·appraisal requirement foraH AFDC~U fathers necessitating staff. time to 
interview the welfare recipient and identify his employability. Appraisals 
should be made as work openings materialize and employment plans are 
established, not as a systematic process which contributes to paperwork 
overload without significantly increasing the employment potential of 
welfare recipients. .. . .. 
. The third required process is the certification of all AFDC-U fathers by 
the county welfare departments. Certification stipulates that the recipient 
is not in need of any social services prior to his entrance intoan employ
ment or training program. These three processes require a great deal of 
EDD and county welfare staff time handling paper and shuffling many 
people who never receive any services from the program. Table 3 com
pares the small number of people who actually participate in the WIN 
Program with the total registrant pool. 

Table 3 
WIN Services Components 

Cumulative Fiscal Year 1974-75 

Total Registrant Pool ................................................................................................................... 339,845 
Program Participants ................................................................................................................... 64,908 
Entered Training (includes work experience) .. ,................................................................. 13,378 
Entered Subsidized.Eniployment ......................................................................................•..... 11,654 
Entered Unsubsidized Employment ................................................. ;...................................... 35,518 

Completed 90 days in employment de.registered .......................................................... 9,743 
Completed 90 days in employment continued on AFDC.............................................. 10,379 

Of 339,845 recipients who were registered for WIN, only about 65,000 
were recorded as program participants. Even more significant is the fad 
that only about 25,000 or 7.4 percent of the total registrant pool entered 
some kind of training or subsidized employment slot. Of those who en
tered employment. it is estimated that almost two-thirds fomid jobs on 
their own rather than being referred by EDD. During the year, there 
were almost 80,000 appraisal interviews and 64,000 certifications com-
pleted. . 

The department is in the process of seeking waivers from the Depart
ment of Labor and the Department of Health, Education, and Welfa.re to 
redesign the program in a way which would eliminate some of the un
needed activities and paperwork with a view to providing more effective 
services to welfare recipients. We encourage these efforts. If a total pro
gram redesign is .not feasible at present, we encourage the department to 
seek to institute smaller projects in cooperation with county welfare de
partments to test better ways of serving the AFDC population. 

SERVICE CENTER PROGRAM 

The goal of the Service Center Program i.s to facilitate the more effec
tive coordination, development and improvement of governmental and 
community services to residents in poverty areas so as to assist them to 
reach their highest potential of economic and social self-sufficiency. 

In March 1966, the Legislature authorized the establishment of 13 serv
ice centers. The administration later reduced the number of centers to six, 



Items 29~298 HEALTH AND WELFARE I 577 

which were located in San Francisco, Richmond, Venice, South Central 
Los Angeles, East Los Angeles and San Diego. These centers were desig
nated as model experimental programs to test the practicality and the 
effectiveness of the concept of providing a broad range of human services 
at one location in poverty areas. Tliese six service centers plus two which 
were established in west and east Fresno in 1968 remain in operation. The 
eight centers were subsequently transferred to EDD. 

Program Review 

In our Analysis of the Budget Bill for 1975-76, we recommended an 
outside study of the Service Center Program because data are lacking by 
which to judge the effectiveness of the program. In response to this recom
mendation, the Legislature directed the department, in conjunction with 
the Legislative Analyst's office.and the Department of Finance, to study 
the problem and submit a report to the legislative fiscal committees by 
January 1, 1976. 

The department's report, received January 9, 1976, consists of a cover 
letter with a series of attachments. The letter indicates that the depart
ment has not done a program review of such items as productivity, pro
gram purposes, cost effectiveness, the effective use of supportive services, 
the integral relationship of the job agent position to the centers and the 
appropriateness of the centers as a function of ED D. The reason given for 
not addressing these issues is that the department "has already recognized 
the need to completely overhaul the Service Center Program (SCP)." 

Included in the series of attachments to the letter is a study which was 
completed by the department in February 1974, dealing with the status 
of the service centers at that time. That study recommended among other 
things: 

1. "That the need for pre-employment job-related services to disadvan
taged clients be recognized and that the service centers be given such 
additional resources as may be available so as to prepare their high per
centage of unskilled applicants for jobs. 

2. "That in the comparison of placement accomplishments, recognition 
and weight be given to the fact that, because of their locations, the service 
centers operate in areas where both job opportunities and job-ready cli
ents are in relatively short supply. 

3. "That budget and fiscal procedures be instituted which will give a 
clear and more detailed accounting for service center General Fund ex
penditures. " 

As far as we are able to discover, none of the recommendations in the 
February 1974 report was ever initiated by the department. 

Program Redesign 

The department indicates in its cover letter of January 9, 1976 that it is 
undertaking a revitalization of the Service Center Program and that each 
service center has been required to submit a plan for providing services 
in the community served by it. The letter states that these plans need to 
be further reviewed and approved, but that they are the first step toward 
a revitalized service center program. The department now is committed 
to design a program which will: 
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, 1. ProVide meaningful and measurable results from the expenditure of 
General Fund monies; , 

2. Establish plans which distinguish between service center functions 
and objectives and other EDD programs; 

3. Assure that although the redirected SCP will differ from the basic 
labor exchange functions administered by EDD from federal funds, they 
will be totally employment-related; 

4. Design an evaluation system including some self-appraisal which will 
measure SCP performance; 

5. Implement an accounting system which will assure that all charges 
to the SCP are appropriate. ' 

The program will be fully operative by July 1, 1976. A followup report 
will be submitted to the legislative fiscal committees by June 30, 1976. 

, Governor's Representatives for Community Services 

We recommend that budget language be inserted in Item 296(b) to 
read· ,"provided that no funds from this part shall be obligated for any 
contractual arrangement for consultant services. " 

Since May 1, 1969, there has been a yearly contract negotiated between 
the Employment Development Department and the Governor's Office 
stipulating that community relations consultant services will be provided 
by the Governor's Office to the Service Center Program. The stated pur
pose of the contracts has been to maintain liaison between the community, 
the Governor's Office and the Service Center Program. The consultants 
are to' advise the service center managers of community problems and 
assist in developing possible solutions to those problems as they relate to 
the Service Center Program. 

A number of studies have been undertaken to validate the usefulness of 
the community service representatives to the Service Center Program. 
None has found any merit in the continuation of the contractual relation
ships. In December 1972 EDD completed a report which found that nei
ther the service center managers nor the community representatives 
were able to give clear and consistent explanations of the purposes of the 
program or of the duties of the representatives. ,The representatives were 
found to maintain a "low profile" in the community, and the availability 
of their services to the community was spread primarily by word of mouth. 
A status study of the Service Center Program completed in February 1974 
indicated that there was no substantial change in the situation at that date. 
The report states, "If these representatives have ever advised HRD (now 
EDD) of community problems and possible solutions, it has been on an 
informal and verbal basis." 

In summarizing the service center plans being submitted as of January 
1,1976, the department states that, "there is little contact between service 
center staff and the community representatives (Governor's Office liai
sons); therefore, it's difficult to describe their role in the Service Center 
Program." 

In the absence of any indication that the community service representa
tives have ever been or are now an integral or complementary part to the 
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Service Center program, we recommend fhat language be inserted iii the 
Budget Bill which will preclude the continuation of use of service center 
funds for the purpose of commUIiity services representatives from the 
Governor's Office. 

JOB AGENT PROGRAM 

The Job Agent Program, like the Service Center program, is a carryover 
from the Human Resources Development concept which was designed to 
provide for services to the disadvantaged. The job agent is·a case-carrying 
individual who is responsible for providing direct services or arrangfug 
whatever services are necessary to remove barriers to employment of 
economically and socially disadvantaged clients. The budget proposal for 
fiscal year 197~77 for the first time breaks out the job agent component 
as a separate program. 

Redefining the Role of Job Agent 

We withhold recommendation on Item 296(e) pending clarification, 
during the budget hearings, of the departments plans and objectives for 
the Job Agent program. 

The job agent function was mandated by Chapter 1460, Statutes of 1968 
(AB 1463). Of the 140 originally authorized positions, a total of 126 posi
tions were filled. The number of filled positions steadily declined until 
reaching the current level of 47. In addition to the 47 job agents, there are 
a total of 10 employment development officer I's (EDO I's) servip,g iii the 
capacity of job agents on training and development assignments. Because 
no civil service test for the job agent position has been given for several 
years, some of the EDO I's have been on the training and development 
assignment a total of two years. 

The department has evaluated the job agent function on several occa
sions but has failed to integrate the program as an effecitve component 
of its service delivery system. The most extensive evaluation, completed 
by the Assembly Office of Resear~h jointly with the Human Interaction 
Research Institute in July 1974, identifies the failure of the job agent 
function as it was implemented in the Human Resources DeveJopment 
Department and subsequently operated in the Employment Develop
ment Department. 

Currently, the department has established another task force with the 
assignment of redefining the role of the job agent, setting some new 
standards and establishing an evaluation system. Its report is due to be 
presented to the Director in early February. Decisions to be made by the 
administration include: 1) the number of job agent positions which will be 
filled, 2) whether case service funds will be available, 3) the civil service 
classification level for job agents, and 4) in what offices the job agents will 
be functioning. 

In view of the consistent failure of the department to administer the job 
agent concept effectively, we seriously question the continuation of the 
function in the Employment Development Department. It is essentially 
social work, and we are doubtful that it can be performed in the structure' 
of the Employment Development Department. We suggest that this issue 
be thoroughly discussed with the department during budget heariiigs 
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before a decision is made to continue the funding of the program. 

STATE MANPOWER PLANNING OFFICE 

The California Manpower Planning Office (SMPO) was established in 
EDD to fulfill a two-fold function. First, the office serves as staff to the 
California Manpower Services Council. Second, it administers funds made 
available to the state a) for support of the Manpower Services Council, b) 
for vocational services and c) for statewide manpower services under the 
Comprehensive Employment and Training Act (CETA) of 1973. 

SMPO has also served as an arm ofEDD in its role as the state prime 
sponsor of manpower programs for the balance of state (BOS) counties 
(those 28 counties which are not large enough to qualify as manpower 
coordinating sponsors under CETA). Under the recent departmental 
reorganization, this function was transferred from SMPO to the office of 
the director of ED D. . 

Statewide Manpower Planning 

We recommend legislation to transfer the State Manpower Planning 
Office into the Health and Welfare Agency. 

The current placing of SMPO in the Employment Development De
partment has the advantage of making available to itthe research and data 
resources of that department. However, that advantage is outweighed by 
the disadvantages inherent in placing this vital manpower and coordina
tion function within the structure of a large, well-established bureaucracy. 
The disadvantages include: (1) conflicting roles of CETA prime sponsors 
with state employment services, (2) limiting the ability of the California 
Manpower Services Council to encourage development of innovative so
lutions to complex employment programs facing the state and (3) restrict
ing the capacity of SMPO to coordinate statewide employment and 
training efforts. 

Conflicting Roles. Under the CET A Act, units of government of 
100,000 population or more are eligible to become prime sponsors to ad
minister.employment and training programs in their respective jurisdic
tions. In California there are 37 prime sponsors. During 1974-75 
approximately $389 million in CET A federal funds were granted to Cali
fornia prime sponsors. 

Under the previous Manpower Development and Training Act, EDD 
was the presumptive agency for the administration of manpower pro
grams. Now under CETA, EDD must compete with other providers of 
employment and training services for contracts with prime sponsors to 
administer programs in local areas. 

The role of SMPO in statewide manpower planning, monitoring and 
coordination is hampered by its placement in EDD because of the latter's 
role as a provider of services. 

Development of Innovative Solutions. Aggressive leadership is re
quired to develop innovative solutions to California's complex employ
ment problems. The role of the California Manpower Services Council 
should be that of a policy advisory body, not one of providing administra
tive direction. There is strong pressure in an old-line bureaucracy such as 
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EDO to get locked intoday-to-day operations and lose the broader per
spectives of policy planning and coordination. SMPO, as staff to the coun
cil, needs to be free of the limits of the strong program structures inherent 
and necessary in EDD. 

The state manpower planning body ,needs to be concerned with such 
long~range issues as 1) the integration of educational programs with 'future 
labor market needs, 2) the role of the state in econOInic planning and 
development, 3) the potential involvement of California in overseas mar
ket development, 4) policy issues related to state programs to support 
business enterprises, 5) the impact of public service employment pro
grams on state and local government budgeting arid services, and 6) the 
relationship of state employment services to prime-sponsor employment 
and training programs. We believe these questions can be tackled much 
more effectively outside the confines of EOD which must of necessity 
focus on existing program implementatioJ1: and development. . 

Statewide Coordination of Programs. The problems inhereIlt in bring
ing together the resources of state agencies with those of prime sponsors 
into a cohesive, nonduplicative system of service delivery require action 
by an agency which is free from established program interests. Moving the 
office out of EDO will give SMPO fewer barriers in achieving the goal of 
statewide manpower program coordination. 

State Prime Sponsorship. The role of EODas the state prime sponsor 
in the balance of state (BOS) counties is also one which presents some role 
conflicts. 'EOD approves the expenditures of the counties which serve as 
program agents under CETA. EOO also competes for contracts as a serv
ice provider in the BOS counties. Subsequently,EOD monitors and ap
proves the expenditures of funds by counties who have purchased services 
from EOD. 

For the above reasons we recommend that SMPO and the state prime 
sponsorship responsibilities be removed from EDD and be placed as a 
separate office within the Health and Welfare Agency. 

COMPREHENSIVE EMPLOYMENT AND TRAINING PROGRAM , 

Under the Comprehensive Employment and Training Act (CETA) of 
1973, the role of the state employment services agency, EOD, in the 
delivery of manpower training services has been greatly changed. Prior 
to the passage of CET A, EDO was regarded as the presumptive deliverer 
of manpower services. Under CET A, manpower programs are locally ad
ministered through prime sponsors. EOD may become a service provider 
for a prime sponsor by entering into a contractual agreement to deliver 
employment and training services but otherwise has no role in such serv
ices. 

Fiscal year 1974-75 was a, period of transition fromthe categorical serv
ices enumerated in the Manpower Development and Training Act 
(MOTA) and the Economic Opportunity Act (EOA). Since December 30, 
1974, programs no longer exist under those two acts. EOD has since nego
tiated a number of contracts to deliver services $imilar to those which they 
previously offered under MDT A and EOA . 
. Through contractual arrangements, EDD will receive approximately 
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$9.8 million in reimbursements from local prime sponsors during the cur
rent fiscal year for employment and training services provided. The same 
level is projected for fiscal year 197{)"';77. 

In addition to the reimbursements from prime sponsors, the depart
ment receives federal reimbursements for services rendered under vari
ous CET A programs which are funded directly by the Department of 
Labor~ During 197{)"';77 EDD expects to receive about $2.3 million in fed
eral funds for ( 1) administering state agency participation in public serv
ice employment programs, (2) recruiting and enrolling disadvantaged 
young men to fill California's quota of openings in Job Corps, (3) providing 
managers of manpower developmen~ for the National Alliance of Busi
nessmen (NAB) on-the-job training program and (4) providing labor 
market information services to California prime sponsors. Table 4 shows 
the program element costs and source of funding and the number of 
positions authorized for the Comprehensive Employment and Training 
Program. 

Table 4 
Program Elements of Comprehensive Employment and Training Program 

1976-77 

Element Positions 
1. Comprehensive Manpower Services (CETA Title I) 258.6 

2. Public Service EmploymenL........................................ 6.1 
3. Job Corps (CETATitie IV).......................................... 54.0 
4. Managers of Manpower Development (NAB) ........ 15.0 
5. Labor Market Information (CETATitle III)............ 48.8 

Cost 
$9,800,000 

101,410 
1,057,881 

396,329 
698,669 

UNEMPLOYMENT INSURANCE PROGRAM 

Source of Funding 
Prime sponsor 

reimbursements 
Federal funds 
Federal funds 
Federal funds 
Federal funds 

The Unemployment Insurance (UI) Program operates under federal 
and state laws. Its primary objective is to reduce economic hardship 
through benefit payments to the eligible worker who through no fault of 
his own is unemployed. Eligibility for benefit payments is gained by work
ing in "covered employment" as defined in the State Unemployment 
Insurance Code. The unemployment benefits and the cost of administra
tion are funded by employer contributions. 

Maximum regular benefit entitlement is limited to 26 weeks, but during 
periods of high unemployment such as 1975, Congress has extended enti
tlement in 13-week segments up' to 65 weeks total. Benefits are paid 
through the State· Unemployment Fund and extended benefits are from 
federal/state unemployment fund resources or from federal resources 
only. 

Revenues to the Unemployment Fund are generated through employer 
payroll taxes. The fund operates' on an insurance principle, building re
serves in good times against future contingencies in the economy Over 
which there is no control. Taxes vary according to the size of the fund's 
reserves and the experience of the' individual employers in terms of the 
benefits paid to former employees .. The adequacy of the fund to pay 
millions of dollars in extra benefits for the jobless is severely tested in 
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periods of economic recession such as we' experienced during 1975. . ' 

Unemployment Fund Balance 

Solvency of the Unemployment Fund is traditionally related to the total 
and taxable wages of "covered employment" (all employees who, are 
covered by the UI program). The estimated fund balance at the end of 
1975 was about $575 million, 2.2 percent of taxable wages and 1.0 percent 
of total wages. This is the lowest ratio the balance has reached since the 
program was implemented in California. Table 5 depicts the fund balance 
,at the end of eachcalendar year, the relation the balance bears to total and 
taxable wages, and the total income and expenditures of the fund from 
1968 through 1975. 

Calendar 
Year 

1968 ............ .. 
1969 ............ .. 
1970 ............ .. 
1971 ............ .. 
1972 ............ .. 
1973 ............ .. 
1974 ............ .. 
1975 ............ .. 

Fund Balance 
Endo/Year 

$1,143,405,655 
1,313,154,070 
1,226,643,058 

904,739,852 
975,084,520 

1,221,013,921 
1,160,OOO,OOOE 

575,000,OOOE 

Table 5 
Unemployment Fund Balance and 

Total Income and Expenditures 
1968-1975 

Fund Balance 
as Percentage 

o/Wages 
Taxable Total 

5.7% 3.1% 
6.2 3.2 
5.B 2.9 
4.3 2.1 
4.0 2.0 
4.B 2.3 
4.3 2.0 
2.2 1.0 

Total 
Incomi! 

$607,446,252 
587,013,271 
574,894,600 
507,940,022 
697,269,485 
839,530;564 
BI6,900,OOOE 
875,000,OOOE 

BeneRts as a' 
Percentage 0/ 

Total Ctirrent Employer 
Expenditurei' Taxes 
$405,627,976 71.B% 
416;969,384 nB 
661,011,290 130.0 
829,444,995 181.7 
626,492,657 96.4 
593,199,522 74.9 
931,700,000 (est.) 114.1 

1,460,000,000 (est.) 166.9 
"Includes regular employer contributions, balancing tax contributions, interest on the fund and miscella

neous receipts. Does not include income from reimbursements. 
b Includes both regular and the state share of extended duration benefits and administrative disburse

ments; does not include reimbursable regular and extended duration benefits. 

The taxable wage base represents thal portion of each employee's annu
al wage on which employers pay the VI tax. Through calendar year 1975 
employers paid a tax on the first $4,200 paid each employee in a calendar 
year. The taxable wage base will be increased to $7,000 during 1976. This 
change will help to assure that the fund will not be exhausted, but it is 
expected that it will take several years to replenish the fund level to a 
point of relative solvency. Another major economic recession in the next 
few years would seriously jeopardize the fund. 

Major Program Changes 

State changes. There were two major legislative enactments during 
the past year 'thllt affected the Unemployment Insurance Program in 
California. Chapter 591, Statutes of 1975, (AB 118) extended unemploy
ment insurance coverage to employees engaged in agricultural labor. This 
act extended unemployment insurance coverage to an estimated addition
al 250,000 workers at a cost of an estimated $80 million during a calendar 
year similar to 1975. The employer contributions will be increased by an 
estimated $41 million during a calendar year similar to 1975. 

The second major enactment was Chapter 1256, Statutes of 1975, (AB 
91) which increased the taxes to employers by raising the portion of each 
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employee's annual earnings on which employers are taxed from $4,200 to 
$6,000 or $7,000 (depending on the relationship of the Unemployment 
Fund expenditures to revenue). The act also made some other adjust
ments to the tax rate system and raised the maximum weekly benefit 
amount from $90 to $104 and the minimum weekly benefit amount from 
$25 to $30. 

These changes will result in estimated increased expenditures from the 
Unemployment Fund of $73.7 million in a calendar year like 1975 and will 
increase the revenue to the Unemployment Fund by an estimated $600 
million during calendar year 1976. 

Federal Changes. One of the major federal changes during 1975 ex
tended emergency unemployment compensation up to a total of 65 weeks. 
Persons who apply and qualify for extended benefits prior to December 
31, 1976, are eligible to receive benefits up to March 31, 1977. The second 
major federal change provided for special unemployment assistance 
(SUA) which covered workers not ordinarily covered under the federal 
unemployment insurance program.· This temporarily extended coverage 
to farm workers, domestic workers, and state and local government work
ers. Benefits may be applied for through December 31, 1976, and the 
cut-off date for payments is March 31, 1977. 

Concerns for Future Program Changes 

We recommend that future legislative changes in the Unemployment 
Insurance (UI) program be considered in the light of the total program 
rather than as individual parts. 

The primary goals of the UI Program are: 
1. To provide a minimum level of protection against wage loss to all 

individuals who are regularly attached to the labor market; and 
2. To provide counter-cyclical economic pressures by (a) maintaining 

the workers' purchasing power during periods of tJIlemploymentand by 
(b) to the extent possible, reducing employers' taxes during periods of 
economic slumps and increasing taxes during periods of economic 
strength. 

In order to achieve these goals, the program must be balanced in terms 
of income to and disbursements from the fund. Several factors need to be 
kept clearly in mind in order to maintain such a balance. In the past, 
benefits have been expanded or coverage extended without giving ade
quate consideration to the effect on the financing of the fund. 

Fund Balance Level The Unemployment Fund reserve must be kept 
at a level which will be sufficient to absorb deep and sustained periQds of 
economic decline. On the other hand, the taxing mechanism should be 
designed to maintain employer taxes at the lowestlevelconsistent with a 
solvent fund balance. Chapter ·1256, Statutes of 1975, changed both the 
taxing mechanism and the fund balance level at which the higher or lower 
taxing rates are triggered. These two factors need to be gauged iii terms 
of experience in the next few years to determine if these new manda:te~ 
are achieving the desired balance. We prefer a taxable wage .basewhich 
is tied· to .a fixed percentage of the average annual salary in covered 
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employment (around the two-thirds range). 
Qualifying Requirement. California's current earnings requirement of 

$750 during the base year fails to establish that the claimant is attached to 
the labor market. An individual workingat the average weekly salary in 
covered employment could' qualify with less than four weeks of work in 
the base year. A requirement should be enacted which, on the basis of 
recent employment history, would establish that the claimant is attached 
to the labor market and would screen out of the system those who are not 
in the labor market. We would suggest a required minimum number of 
weeks of work, or an equivalent thereof, rather than a flat earnings re-
quirement. ' 

Benefit Standards. The UI program was initially designed with the aim 
that the weekly benefit award of each claimant would approximate 50 
percent of his qualifying average weekly salary. California's benefit sched
ule pays claimants at about 54 percent or more of their average weekly 
earnings for lower wage earners, but only 41 percent or less for higher 
wage earners. In addition, the benefit levels fail fo keep pace in a timely 
manner with prevailing earnings patterns, i.e., inflationary trends contfu
ue while the salary replacement level lags behind. A benefit standard 
which, for all claimants, is automatically tied to a percentage replacement 
of lost wages (somewhere around the 50 percent range) and a maximum 
benefit level which is tied to a fixed percentage of the average annual 
wages in covered employment (somewhere between 60 and 65 percent 
of the average annual wage) would be more desirable. 

DISABILITY INSURANCE· PROGRAM 

The State Disability Insurance (SDI) program, operating under the 
authority of state law, has as its primary objective the reduction of eco
nomic hardship" through benefit' payments to the eligible worker who 
cannot work due. to an illness or injury which is not related to his employ
ment. Eligibility is gained by working in "covered employment" as de
fined in the Unemployment Insurance Code. Employment may be 
covered either under the state plan or a voluntary plan. Voluntary plans 
are sponsored by employers and approved by the Director of EDD. 

An amount of $23,078,497 is proposed for administrative support of this 
program during fiscal year 1975-76, an increase of $583,981, or 2.6 percent, 
over the estimated expenditure in the current year. There are three pri
maryreast)lls for the higher projected expenditures: (1) postage cost in
creases (SDI benefits are paid by mail), (2) medical cost increases and (3) 
workload increases. 

Effect of Economic Recession 

The ,actuarial report of the Unemploym¢nt Compensation Disability 
Fund for 1973, issued in July 1975, indicates that the fund, which had a 
balance of $138.5 million at the end of 1973 was, in the judgement of the 
actuary, in sound financial condition. The .level of actuarial solvency is 
defined as between 25 perqent and 50 percent of current worker contribu
tions. The fund balance at 25 percent of current. worker contributions 
would be about $83 million and at 50 percent, would be about $166 million 
during 1973. ' , 



586 / HEALTH AND WELFARE Items 296-298 

EMPLOYMENT DEVELOPMENT DEPARTMENT-Continued 

The essential need for a solvent fund balance is to protect against the 
impact of an economic recession. The primary added cost during a reces
sion stems from benefits paid to the unemployed disabled which has nor
mally averaged about .15 percent of taxable wages. A secondary effect of 
recession is experienced in the decrease in worker contributions which is 
especially significant in a severe and/ or long-term downturn in the econ
omy. The effects of the recession during 1970 and 1971 on the fund balance 
are reflected in Table 6. 

1970 ....................................... . 
1971 ................... :: ................... . 
1972 ...................................... .. 
1973 ...................................... .. 

Table 6 
Change in Disability Fund 

1970-1973 

Fund 
balance 

beginning 
of year 
$107,235 

93,077 
82,411 

115,149 

(in thousands) 

Total 
receipts 
$310,260 
309,962 
369,110 
397,449 

Total dis
bUrsements 

$324,418 
320,628 
336,373 
374,070 

Excess 
of receipts 
over dis, 

bursements 
-$14,158 
-10,666 

32,737 
23;379 

Fund 
balance 

at end of 
year 

$93,077 
82,411 

115,149 
138,528 

The effects of the economic downturn during 1975 are not known at 
present because of the lag in data reporting. However,> best estimates put 
the balance at about $122.9 million at the end of 1975. This level would 
keep the fund within th~ parameters of the actuarial solvency measure. 

Future Program Concerns 

There are some program changes suggested by the actuarial report 
which would improve it. Any such changes should be considered in light 
of their effect on program financing. We endorse the following SDI pro
gram change recommendations. 

Qualifying Requirement. The earnings requirement which is de
signed to establish a claimant's attachment to the labor market is presently 
set at $300 in the qualifying year. By this standard a claimant who works 
full-time for 17 days out of the year' at the minimum federal wage earns 
enough to qualify. A requirement should be established which, on the basis 
of recent employment history, would assure that a claimant is attached to 
the labor market and would screen out those who are not. We recommend 
a required minimum number of weeks of work during the base year, or 
an equivalent thereof, rather than a flat earnings requirement. 

Benefit Standards. The current ratio of the benefit standards to gross 
wages lost due to a claimant's disability is about 55 percent. According to 
an analysis in the most recent actu.arial report, after gross wages are re
duced by deductions for normal withholding taxes and benefits and'by the 
costs of out of pocket expenditures related to employment, e.g., transpor
tation, clothing and union dues, a benefit standard of 55 percent of gross 
wages translates into a benefit which ranges between 90 and 97 percent 
of the claimants net spendable income. The actuary, therefore, recom
mends a 20 percent reduction in the benefit standards because benefits 
which are too close to a total replacement of net spendable income consti-
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tute a disincentive to returning to employment. We recommend a re
placement ratio set at about 50 percent of wages. 

About one-third of the covered workers have annual incomes ranging 
above $11,400, the present maximum benefit cut-off level. Because about 
80 percent of this group of workers has wages at $15,000 per year and 
above, it is recommended that the wage level on which benefits are 
computed be increased to the $15,000 level. If both of these recommenda
tions are accepted, weekly benefits would range from $30 to $130 per 

. month. . 
Taxable Wage Ceiling. If maximum benefits are raised to a level com

mensurate with an annual wage of $15,000, it is further suggested that the 
taxable wage base be raised to $15,000. Under current statute employees 
pay a tax of 1 percent on the first $9,000 of their gross annual earnings, a 
maximum tax of $90 per year. However, since benefit levels relate to 
wages up to $11,400 per year an inequity results. An employee paying $90 
per year with an annual salary of $9,000 per year, if disabled, would be 
eligible to benefits of $90 per week whereas another paying $90 in taxes 
on an annual salary of $11,400 would be eligible to $119 per week. It is 
suggested, therefore, that the taxable wage base be adjusted to the same 
salary level on which the maximum benefit is based. 

MIGRANT SERVICES PROGRAM 

This program provides services to migrant farm workers and their fami
lies at 25 locations throughout the state. The primary objective is to pro
vide low-cost housing and sanitary facilities for the transient farm laborer 
and his family. Ancillary services in the field of public health and day care 
services are also provided. The department proposes a total General Fund 
expenditure of $3,760,270 in the budget year. In previous years the pro
gram has been supported primarily by federal funds. 

Construction and seasonal maintenance has from the beginning of the 
program in 1968 been fully funded under the federal Economic Opportu
nity Act. The state has funded the cost of maintenance during the off 
season (now obtained through revenues from rental charges of $1 to $1.25 
per day per house during the seasonal usage of the homes) and has pro
vided the funds to match federal funds for day care. 

Increased Funding 

We withhold recommendation pending clarification of the proposed 
deficiency funding and the administration s plans for the future of the 
Migrant Services program (Item 296(d)). 

In 1975 federal funding was at first withheld but eventually granted with 
the understanding that no further federal support would be given. Al
though the department applied to several federal programs for the 1976 
season no grants were available by the time of the printing of the state 
budget. Since the printing of the budget a federal grant of $500,000 has 
been approved. 

The department is requesting a state budget appropriation of $3,760,270 
for fiscal year 1976-77. This level of funding will enable the program to 
operate at its regular level during the fiscal year and will provide $2 
million for repair and replacement of deficient housing in the 25 sites. 
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There are 874 houses in need ofreplacement during the next three years 
and 325 houses in need of additional sanitation facilities. The $2 million 
proposal for housing rehabilitation is identified as the first year of a three
year program to upgrade the existing units. 

There are now at the 25 sites a total of 2,118 houses available to migrant 
farm laborers during the normal six-month work season. The houses, 
which are federal property, are constructed on land made available for 
that purpose by local government entities. The basic life expectancy of the 
earlier houses was approximately five years. Some of the original units 
have been replaced by newer, better constructed units. Others are now 
in their ninth year of operation and are badly in need of replacement or 
termination. Some of the earlier projects have central toilet and shower 
facilities for groups of houses while the more recently constructed units 
have a toilet and shower in each unit. 

A major question arises as to how the department will be able to reno
vate and replace the housing at the proposed budget level. Plans call for 
houses which meet code to be erected on the existing sites at a 'cost of 
$4,750 each. The director of the migrant services program states that the 
only way houses can be erected for this amount is through the establish
ment of a prefabrication factory to be operated by the program. Many of 
the present houses were constructed through such a factory which was 
previously operated by the program. The factory doubled as a work train
ing program. The administration has not indicated that it is willing to 
reestablish such a program. This should be clarified before funds for hous
ing rehabilitation are approved. 

Proposed Deficiency Appropriation 

A second point which needs to be clarified before the budget request 
is approved relates to a proposed deficiency appropriation identified in 
the budget. Under federal funding, the migrant services program has run 
on a fiscal year of April 1 through March 30. Therefore, the period of April 
1, 1976 through June 30, 1976 is unfunded. The department is seeking 
special legislation to fund this deficiency in the amount of $392,795. 

In early January 1976, the department received notice that $500,000 in 
federal funds will be available effective April 1. This will eliminate the 
need for the state deficiency funding unless it is decided that the federal 
funds will be used to establish a housing prefabrication factory. This issue 
needs to be clarified. Therefore, we withhold recommendation. 

OFFICE OF ECONOMIC OPPORTUNITY 

The State Office of Economic Opportunity (SOEO) is funded under 
Section 231 of the Community Services Act. Under this section, the Com
munity Services Administration (CSA) is authorized to fund state agen
cies for the purpose of (1) providing technical assistance to communities 
and local agencies offering CSA programs, (2) coordinating related state 
activities, (3) mobilizing state resources, and (4) advising and assisting the 
CSA Director. Section 242 of the Community Services Act provides that 
grants and contracts of assi.stance being funded under that act will be 
submitted to the Governor for his consideration. SOEO assists the Gover-
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nor in review and recommendation. 
The total proposed expenditures of $888,571 is a decrease of $177,641, or 

20 percent from the current year's estimated expenditures. The General 
Fund request of $266,571 is an increase of $46,765, or 21.3 percent, over the 
current year estimated state costs. 

Reduced Matching Requirement 

We recommend a reduction of $111,071 in Item 296(c) and the approval 
of the item in the reduced amount of $155,500. . 

At the time the office planned its fiscal needs for the 1976-77 budget 
year, there was a question whether federal regulations would require a 20 
percent or a 30 percent match of federal funds allocated to the office. The 
budget request is based on a 30 percent matching requirement. It has now 
been determined that the federal matching requirement will be set at 20 
percent which would require state funds of $155,500 for the 1976-77 
budget year. 

State Office Role Change 

The role of the state office has undergone a significant change during 
the past few years. It has moved from a role which was primarily the 
review and regulatory arm of the Governor toward a posture of exercising 
positive leadership in statewide poverty programs. The office has begun 
to develop resources within state and local agencies and hopes to expand 
its influence in these areas during the coming year. 

Budgets that are reviewed by the office for the Governor are now being 
handled expeditiously in contrast.to some of the long delays community 
action agencies complained about in the past. 

CALIFORNIA VIETNAM ERA VETERAN ON-THE;JOB 
(OJT) TRAINING PROGRAM 

This program, created by Chapter 122, Statutes of 1974, provides for 
employment opportunities for California veterans of the Vietnam era by 
reimbursing private employers for 50 percent of the costs of on-the-job 
training (O}T) of Vietnam era veterans for up to 18 months. EDD has 
cooperated with the Division of Apprenticeship Standards to develop and 
fill job slots under the program. 

Chapter 122 appropriated $1 million for the program and Item 301.2 of 
the Budget Act of 1974 appropriated an additional $200,000 to cover ad
ministrativecosts of the program. Funds will be fully expended by the end 
of 1975-76. 

ADMINISTRATION STAFF AND TECHNICAL SERVICES 

This program has as its objective the accomplishment, through the de
partmental program managers, of the basic departmental goals. 

The program budget proposes a funding allocation in fiscal year 1976-77 
of $17,025,520 distributed to the other departmental programs. This is an 
increase of $2,136,696 or 14.4 percent, over the current-year expenditure 
estimates. 
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DEPARTMENT OF REHABILITATION ' 

Item 299 

Item 299 from the General 
Fund Budget p. 763 

Requested 1976-77 ......................................................................... . 
Estimated 1975-76 ........................................................................... . 
Actual 1974-75 ................................................................................. . 

Requested increase $1,565,011 (16.6 percent) 
Increase to improve level of service $1,302,620 

$10,977,180 
9,412,169 
8,019,974 

Total recommended reduction ................................................... . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. Improved Level of Services. Recommend approval of re
quested budget increases to (a) terminate selected third
party agreements, and (b) match new federal money for 
direct services to the disabled. 

2. Effectiveness of Department. Recommend comprehensive 
departmental report highlighting organizational changes, 
productivity goals and achievements and adequacy of exist-
ing resources. Report should be submitted to the Joint Leg-
islative Budget Committee by December 1, 1976. 

3. Client Fraud. Recommend determination of feasibility of 
routine verification of client earnings. 

4. Central Purchase of Equipment. Recommend feasibility 
study of central purchase of equipment for client employ
ment plans and report to the Joint Legislative Budget Com-
mittee by December 1, 1976. 

5. Industrially Injured Workers. Recommend report to the 
Joint Legislative Budget Committee by December 1, 1976 
from the Department of Rehabilitation and the Depart-
ment of Industrial Relations. 

6. California Industries for the Blind. Recommend report to 
fiscal committees during budget hearings regarding status 
of workshops. 

GENERAL PROGRAM STATEMENT 

None 

Analysis 
page 

592 
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597 

597 

598 
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The Department of Rehabilitation is responsible for assisting and en
couraging handicapped individuals to prepare for and engage in gainful 
employment to the extent of their abilities. The department's objective is 
to help handicapped individuals increase their social and economic well
being and subsequently prevent or reduce public dependency. The de
partment operates under the authority of the federal Rehabilitation Act 
of 1973 and Division 10 of the Welfare and Institutions Code and carries 
out the following programs: 

1. Rehabilitation of the Disabled 
2. Business Enterprise 
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3. Development of Community Rehabilitation Resourses 
4. Departmental Administration 

ANALYSIS AND RECOMMENDATIONS 

For the 1976-77 fiscal year, the department's budget proposes a total 
program expenditure, after reimbursements, of $87,840,521, of which 
$76,863,341, or 87.5 percent, is from federal funds and $10,977,180, or 12.5 
percent, is from the General Fund. The total proposed expenditure for 
1976-77 is $6,186,640, or 7.6 percent, more than the amount estimated to 
be expended during the current year. Expenditures from the General 
Fund are proposed to be increased by $1,565,01l, or 16.6 percent, while 
expenditures of federal funds are proposed to be increased by $4,621,629, 
or 6.4 percent. 

The funding formula for the basic rehabilitation program is 80 percent 
federal and 20 percent state funds. Rehabilitation services to beneficiaries' 
of social security disability insurance (SSDI) and to recipients of supple
mental security income (SSI) are supported fully by federal funds. Almost 
one-fourth of the state matching total is obtained through other state 
agencies and local government agencies by means of cooperative agree
ments. 

Analysis of the proposed 1976-77 program effort shows that the percent
age of resources allocated to the various departmental activities is virtually 
unchanged from the current year. There will be a slight increase in the 
direct rehabilitation services program and a slight decrease in the devel
opment of community rehabilitation facilities pI:ogram. Table 1 compares 
the estimated number of man-years and total expenditures by program for 
the current year with those proposed for 1976-77. 

Table 1 
Department of Rehabilitation 

Man-Years and Gross Expenditures by Program 

Estimated Proposed Estimated 
man-years man-years expenditures 
197~76 1976-77 . 197~76 

I. Rehabilitation of disabled .......... 2,112.6 2,117.3 $81,920,970 
II. Business enterprise .................... .. 35.2 35.8 790,862 

III. Development of community 
rehabilitation resources .......... 

IV. Departmental administration 
distributed to other programs 

28.6 

(311.5) 

Total (before reimbursements) .......... 2,176.4 

29.3 

(302.9) 

2,182.4 

2~7,479 

(7,455;453) 

$85,569,311 

I. REHABILITATION OF THE DISABLED 

Proposed 
expenditures 

1976-77 
$87,594,784 

814,957 

2,772,258 

(7,362,425) 

$91,181,999 

This program provides services to help disabled persons overcome th.eir 
physical or mental handicaps and secure employment. Vocational 
rehabilitation has been defined as a restoration of disabled persons to the 
fullest physical, mental, vocational and economic usefulness of which they 
are capable. Services of the department to the disabled are provided at 
approximately 160 district and local offices throughout the state. ' 

The department conducts an ongoing cost-benefit analysis of the pro
gram which indicates that in a relatively brief time costs of the program 
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are returned to government through savings in other social programs such 
as welfare, Medi-Cal and social security, together with increased tax reve
nues through earnings of rehabilitants. The department estimates that 
because benefits will continue to be realized on an annual basis, it will take 
only about 3.7 years on the average for 1974-75 rehabilitants to return to 
government the full cost of the rehabilitation services they received. Ta
ble 2 presents a summary. of the department's cost-benefit analysis for 
persons rehabilitated during fiscal year 1974-75. 

Table 2 
Summary of Cost-Benefits for Rehabilitants 

Fiscal Year 1974-75 

Disabled persons rehabilitated .................. , .............................................................................. . 
Estimated annual earnings of rehabilitants .......................................................................... .. 
Estimated annual benefits to government ....................... : .................................................... .. 
Federall state costs of the program ............................................................................... , ........ .. 
Average cost per rehabilitation .......................................................... , ..................................... .. 
Average benefit per rehabilitation ........................................................................................... . 

Budget Increases to Improve Level of Services 

15,537 
$96,785,416 
$19;410,807 
$72,277,915 

$4,652 
$1,249 

We recommend approval of the proposed increased expenditures to 
improve the level of services. 

The department is requesting a total increase in the General Fund 
appropriation of $1,565,011. A portion of the increase, $262,391, is for the 
normal price increases. The major increase, $1,302,620, is being requested 
to improve the level of services by: (1) replacing matching funds in the 
amount of $802,620 which are currently being supplied through selected 
third-party agreements and (2) providing $500,000 state money to match 
$2 million in federal funds which were previously used for the develop
ment of rehabilitation facilities. 

Third-Party Agreements. During the current budget year, only two
thirds of the state money required to match federal funds is appropriated 
directly to the Department of Rehabilitation. The remainder comes from 
reimbursements through cooperative agreements with local and state 
agencies. 

In our Analysis of the Budget Bill for fiscal year 1975-76, we pointed out 
that these third-party cooperative agreements were potentially adverse to 
an effective rehabilitation program in that (1) the fragmented funding 
leads to administrative inefficiency, (2) unequal opportunities are created 
for various categories of the disabled and (3) services may be provided to 
some persons whose disability is minor and secondary to other needs while 
services to the more severely disabled are denied due to lack of available 
funding. We also suggested that some of these cooperative agreements 
may be out of conformity with federal regulations. 

The department has proposed in its budget request to discontinue the 
cooperative agreements with the Departments of Corrections and Youth 
Authority and the Office of Alcoholism. This will allow the department to 
serve the more severely disabled. It will also alleviate apotential conform
ity issue with the federal government regarding the public offender agree-
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ments. The department is requesting that $802,620 be directly appropriat
ed to it to replace the funds previously reimbursed through the coopera
tive agreements. We recommend approval. 

New Funds for Rehabilitation Services. For several years funds which 
could have been used for direct rehabilitation services have been allocated 
to the development of rehabilitation facilities program. 

The department budget requests $500,000 additional state funds to 
match $2 million in federal funds which were previously allocated to the 
development of rehabilitation facilities. This action will fund more direct 
services to the disabled. We agree with this shift in priorities. There will 
not be a reduction of $2 million in the rehabilitation facilities program 
because the department anticipates receiving a $2 million federal grant in 
research and development funds which it will use for this purpose. 

Achievement Record 

In our Analysjs of the Budget Bill for fiscal year 1975-76, we pointed out 
that when California's achievement record is compared with the national 
average, the state is found consistently at the low end of the scale. The 
most recent data published by the U.S. Department of Health, Education, . 
and Welfare are for fiscal year 1973-74. The state, with 13,872 rehabilita
tions, ranked eighth among the top 10 states in terms of total rehabilita
tions. When compared with the top 10 states in terms of cost per client 
successfully rehabilitated and the average number of rehabilitations per 
year achieved per counselor, California ranks . last. 

California spent about twice as much per rehabilitation as any of the 
other leading states. Counselors in California worked with fewer clients 
and achieved fewer rehabilitations per year (see Tables 3 and 4). 

Table 3 
Rehabilitation Costs and Achievements Compared 

Among Top Ten States 
1973-74 

RehabiUtations 
State. Rank Number 
California .......... :........................... 8 13,872 
Texas.............................................. 1 28,847 
Pennsylvania................................ 2 21,692 
New York .................................... 3 15,783 
Ohio .............................................. 4 15,229 
Florida .................. ............ ............ 5 14,829 
North Carolina............................ 6 14,326 
Georgia ........................................ 10 11,438 
Virginia ........................................ 7 13,978 
South Carolina ............................ 9 13,046 

Total 
Expenditures 

$57,262,658 
56,391,681 
43,990,628 
43,708,200 
36,872,883 
30,556,288 
28,739,320 
24,534,473 
17,846,864 
17,036,861 

Legislative Report on Effectiveness of the Department 

Average 
Cost Per 

RehabiUtation 
$4,128 
1,955 
2,028 
2,769 
2,421 
2,061 
2,034 
2,145 
1,432 
1,445 

We recommend that the department report to the Joint Legislative 
Budget Committee on or before December 1, 1976 on the effects of organi
zational changes, the status of productivity goals and achievements and 
the adequacy of existing resources for serving California s vocationally 
handicapped population. 
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Table 4 
Counselor Caseload and Successful Rehabilitations 

Compared Among Top Ten States 
1973-74 

State 

A verage Cases 
Served Per 

Counselor Per 
Year 

California ................................................................................................................... . 
Texas ......................................................................................................................... . 
Pennsylvania .............................................•.............................................................. 
New York ................................................................................................................. . 
Ohio ........................................................................................................................... . 
Florida ....................................................................................................................... . 
North Carolina ......................................................................................................... . 
Georgia ..................................................................................................................... . 
Virginia ..................................................................................................................... . 
South Carolina ......................................................................................................... . 

95 
165 
153 
167 
104 
92 

112 
110 
159 
314 

Item 299 

A verage Cases 
Rehabilitated 
Per Counselor 

Per Year 
25 
54 
47 
44 
38 
31 
33 
36 
60 

100 

The Legislature in supplemental language to the 1975 Budget Act di
rected our office to submit a report to the fiscal committees of the Legisla
ture by January 31, 1976 presenting alternatives for increasing the 
effectiveness of the department. We have incorporated the required re
port into this Analysis because many of the problems we identified during 
our review are now being addressed by the new administration. A number 
of significant changes in the rehabilitation program and the administrative 
organization and procedures are being implemented. 

There are, however, a number of issues which need to be raised in order 
to assure that the needs of California's vocationally disabled are being met 
to the greatest extent possible. We recommend that the department ad
dress these issues in a comprehensive report in order that the issues may 
be thoroughly reviewed prior to the budget hearings for fiscal year 1977-
78. The following presents the issues which should be addressed in that 
report. 

Priority Order of Eligible Clients. In November 1975, the department 
adopted a new priority system for serving the disabled by which only those 
persons who have moderate to severe functional limitations will be served. 
This priority system is in accord with the Rehabilitation Act of 1973 under 
which the department receives federal funding. 

We concur with the emphasis of providing services to the severely 
disabled. At the same time, we are concerned about how this will be 

. implemented and how it will affect the number of vocationally hand
icapped persons who receive services. It is certain to reduce both the 
number of persons served and those rehabilitated. The extent of that 
reduction is the key issue. 

The department estimates that there are 530,000 disabled Californians 
of working age who need basic vocational rehabilitation services to obtain 
or retain employment. It further estimates counselors will write new plans 
during 1976-77 for 34,300 disabled persons, or 6.5 percent of the needy 
population. During the same year, the department expects to rehabilitate 
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17,800 persons, 3.4 percent of the target population: Given the very small 
proportion of the population which can be served within the limits of 
current resources, it is essential that a proper balance between the level 
of needs and the cost~benefit of services be established. One basic element 
which is needed for successful rehabilitation is motivation of the disabled 
client. Outreach efforts to the severely disabled should not neglect this 
vital factor. 

The proposed report should answer questions including but not limited 
to: (1) what are department definitions of the severely and moderately 
disabled? (2) what types of potential clients are being denied services 
under the new priority system and what other community resources are 
available to meet their needs? and (3) what are the differences in the 
types of resources needed, the average length of time required to achieve 
a successful rehabilitation and the number of cases a counselor· can carry 
under the new priority system? 

Management Factors 

In our review of the department, we found a number of management 
factors which could be adjusted to improve efficiency and effectiveness. 
The department has begun to work on a number of these problems. 

Rehabilitation Counselors. The department has maintained a high 
standard for rehabilitation counselors. Those interviewed were almost 
universally dedicated to serving the needs of the disabled. The majority 
have obtained a masters degree in rehabilitation counseling or a related 
field. Most expressed a high degree ofjQb satisfaction. 

However, the department has not given staff adequate support or direc
tion; During the 1974-75 budget hearings, we criticized the department 
for its failure to provide clearly defined and realistic goals by which to 
evaluate counselor job performance. Nothing has been done to meet that 
need. Because there are different degrees of difficulty in successfully 
rehabilitating a client, there must be a system of case weighting which will 
provide a measure for evaluating job performance of counselors. 

There is also the need to develop effective placement practices among 
counselors. Counselors are generally well equipped to provide emotional 
support and personal counseling. They are also well trained in identifying 
medical problems and determining how those problems hamper the cli
ent's entrance into the labor market.. Counselors are less effective in estab
lishing a training program for the client which will lead to eventual 
employment, and a significant number of counselors express a lack of 
knowledge and even disinterest in the area of job placement. The depart
ment has not taken a strong leadership role in emphasizing in a practical 
way the extent to which the job objective should be vocational rather than 
therapeutic, educational, medical or social rehabilitation. 

Rehabilitation Supervisors. A report completed by the Department of 
General Services in August 1974 discussed among other problems the 
absence of clearly stated or understood duties of rehabilitation supervisors. 
Supervisors have had varied workload responsibilities many of which are 
unrelated· to supervising or training. counselors. 

In November 1975, the department announced a change which was 
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designed to remove many of·the housekeeping· and business activities 
from the first-line supervisory class. The supervisor will now be responsi
ble for a larger number ofcotinselors and will be required to focus more 
of his energies on helping counselors to serve clients. However, there is 
a question as to how many outside duties still remain which will detract 
from effective supervision. How are offices handling community liaison 
work and resource development? Do these activities still occupy a great 
deal of the supervisors time? 

There is also the need for special training of the supervisor in the area 
of structuring his work with counselors in such a way as to define effective
ly his own role and those of his subordinates toward measurable goal 
attainment. The department has grown rapidly resulting in the placing of 
some workers into the supervisory role without adequate preparation. 
More training programs should be initiated to correct thiS deficiency. 

District Managers. District managers need to be trained and support
ed by departmental administration to use better management practices. 
For example, client training resources should be evaluated in terms of 
which schools are better for which types of clients. This information should 
be made clear to all counselors in the district. Too often present counselors 
develop individual resources and fail to gain from' the experiences of 
others in a systematic way. Clients are often placed in inappropriate train
ing or work situa:tions because of a lack of clear direction from manage-
ment. . 

Methods of identifying counselors who overutilize long-term education
al plans should_ be developed. Equipment purchase resources should be 
better identified and the best resources utilized by the district. Medical 
verification processes need tobe streamlined to shorten the time between 
initial interviews and entrance into a plan of rehabilitation. All or part of 
these actions are undertaken by some district managers, but few approach 
the job with an eye to establishing an efficient operation which will enable 
counselors to work more effectively with clients. 

Central Stan: The department administrative practices have failed to 
keep pace with the growth of the department. More support systems and 
guidelines for field staff need to be developed. There have been too many 
overlapping review teams and not sufficient procedural and accounting 
systems development to assure efficient and effective operations. 

The purchase of services procedures need to be revised so that staff are 
fully accountable. Recent audits have uncovered disturbing instances in 
which personnel have been careless and in some instances dishonest with 
case service funds. The departnient is now developing internal accounting 
procedures to preclude similar instances in the future. 

Clerical Support. In our Analysis of the Budget Bill for 1975-76 we 
pointed out that according to a General Services report regarding the 
ratio of clerical positions to counselors, the department was short by about 
190 clerical positions. National statistics indicate that those states which 
achieve a higher per capita number of rehabilitated clients have a higher 
ratio of clerical to counselor staff. We, therefore, recommended at that 
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time that the department establish a pilot program to test the hypothesis 
that productivity will be increased when the ratio of clerks to counselors 
is increased. 

The Legislature, in supplemental language to the Budget Act of 1975, 
recommended that the department use federal funds (available through 
the Comprehensive Employment and Training Act of 1973) to add 190 
clerical personnel to relieve professional staff from. clerical functions. 

The department has added 32 clerical positions in response to the legis
lative directive. It has also increased funds set aside for temporary help by 
$300,000 which will provide for an equivalent of 30 clerical positions. The 
reorganization of the department is expected to eliminate a total of 100 
professional positions by July 1, 1976 through attrition and early retire
ment. This will release about 66 more clerical positions from current 
functions to support counselor staff. It is too soon to determine what effect 
these clerical changes will have on the productivity of the department. 

We recommend that the department address all of these management 
issues of staffing and organization in a comprehensive report. 

Client Fraud 

We recommend that the department determine the feasibility of rou- . 
tinely verifying client earnings through use of the wage and earnings data 
at the Employment Development Department. 

Recent internal audits disclosed some instances of clients receiving case 
service funds while being employed full-time. Examples include clients 
employed full-time who have received several thousand dollars' over peri
ods of three and four years. Clients are periodically required to certify the 
receipt of earnings 'fhile receiving assistanc~ through the department. It 
is unknown to what degree client fraud is a problem. We suggest that the 
department explore the feasibility of systematically verifying wages and 
earnings through use of the computerized employment earnings records 
at the Employment Development Department. 

Central Warehou.se Purchase of Equipment 

We recommend that the department study the feasibility of the central 
purchase of equipment for client employment plans and report to the 
Joint Legislative Budget Committee by December 1, 1976. 

One of the unique features of the services provided by the department 
is the purchase of equipment for use by clients for independent living and 
for entrance into the labor market. Purchase of the equipment is generally 
arranged by the individual counselor at the time a rehabilitation plan calls 
for it. We understand that some states such as Texas have arranged for 
centralized purchase of equipment. Some of the potential advantages are: 
(1) reduced prices through block purchase, (2) reduced counselor time 
in locating and arranging purchase of the needed equipment, and (3). 
availability of central storage facilities for repossessed equipment when a 
client does not follow through with the rehabilitation plan. 

Because obtaining and maintaining a central warehouse may prove not 
to be cost beneficial, we recommend that the department study the feasi
bility for the central purchasing of equipment in terms of costs and effec
tiveness of services. 
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Industrially Injured Workers 

We recommend that the Department of Rehabilitation and the Division 
of Industrial Accidents of the Department of Industrial Relations jointly 
report to theJoint Legislative Budget Committee on or before December 
1, 1976, regarding the inost effective and cost~beneficial method of provid
ing rehabilitation services to industrially injured workers. 

There is a potential for substantial recovery of funds currently being 
expended for the rehabilihltion of industrially injured workers through 
the state workers compensation program -ana related insurance pro
grams. In California about ~OO,OOO disabling industrial injuries or illnesses 
are reported each year. Under the provisions of Chapter 1435, Statutes of 
1974, (AB 760), vocational rehabilitation is a mandatory workers compen
sation benefit. The cost of the appropriate rehabilitation service is to be 
paid by the employer or his insurance carrier. 

There are indications that the rehabilitation benefits are being contest
ed and settlements delayed, thus postponing the early retraining and 
return to employment of many of the industrially injured. For example, 
during 1974-75 the department served 16,519 industrially injured clients 
at a cost of $6.9 million from the regular federal/ state funding of the 
department. During the first six months (January-June 1975) of operation 
under Chapter 1435, only 60 referrals were authorized by insurance carri, 
ers. 

The cost-benefit of rehabilitation services has been well-documented. It 
is also clear from experience that the sooner a plan of rehabilitation is 
established after a disabling injury occurs, the better the chance for suc
cessful rehabilitation. There is, therefore, a clear advantage to early iden
tification, referral and delivery of services to the industrially disabled. By 
utilizing funds under· insurance programs for. this purpose, more of the 
federal! state rehabilitation funds will be released to serve other disabled 
persons. 

At least two alternatives for improving the system should be explored: 
(1) an aggressive collection policy by the department; and (2) legislation 
to assess one percent or less of all settled workers' compensation claims, 
the assessment to be placed in a central rehabilitation trust fund and used 
to rehabilitate all industrially injured clients referred to the department. 
Discussion of these alternatives should be included in the report to be 
completed by the department and the Division of Industrial Accidents. 

II. BUSINESS ENTERPRISE 

This program consists of the BusinessEnte~prise Program for the Blind 
which is supervised by the Department of Rehabilitation. The program 
provides comprehensive training and supervision in the operation of 
vending stands, snack bars, and cafeterias in public and private buildings. 

For 1976-77, the budget proposes total expenditures of $814,957 to sup
port this program. Of this amount, $651,966 is from federal funds while 
$162,991 is from the General Fund. The 1976-77 budget represents an 
increase of $24,095 over the amount estimated to be expended during the 
current year. The budget proposes no major changes for this program. 
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III. DEVELOPMENT OF COMi\1UNITY REH.ABILITATION RESOURCES 

This program attempts to develop and mailltain adequate facilities and 
services in the community so that the department may have available for 
clients those services' which it does not supply directly. Examples of pur
chased services include rehabilitation workshops and centers, special 
facilities for the blind and deaf, halfway houses and alcoholic recovery 
houses. The program has two basic elements: (1) technical consultation to 
rehabilitation facilities and (2) grant administration. 

Emphasis on Facility Development 

The department is reduCing its support to existing facilities in favor of 
providing grants for development of facilities in rural areas and minority 
urban areas. There is also a greater emphasis on the facilities becoming 
more involved injob development and placement of disabled persons. We 
concur, with these emphases. 

California Industries for the Blind 

We recommend that the department present a report to the legislative 
fiscal committees during the budget hearings on . the status of the Califor
nia Industries for the Blind. 

Beginning in the 1950's, industries for the blind workshops were estab
lished and operated by the State of California to provide extended em
ployment opportunities to severely handicapped persons who are unable 
to work in a competitive situation. Workshops were operated in three 
centers: Berkeley, Los Angeles and San Diego. During fiscal year 1971-72, 
the workshops were transferred to the privately sponsored California In-
dustries for the Blind (CIB). . 

The department has continued to support CIB through grants and tech
nical assistance. During the current fiscal year, however, it has become 
apparent that the facilities are unable to continue without a substantial 
increase in financial assistance. There are indications of gross mismanage
ment. California still holds legal title to some ofthe property. These issues 
and the current status of CIB should be presented to the fiscal committees 
during budget hearings. 

IV. DEPARTMENTAL ADMINISTRATION 

This program includes the executive office and the divisions of Adminis
tration Services, Program Support, Program Development and Field Op
erations. These activities provide executive direction, planning, policy 
determination and staff support for the operation of all departmental 
programs. 

The budget proposes the expenditure of $7;362,425 to support this pro
gram in 1976-77;'a decrease of $93,028 from the amount estimated to be 
expended in the current year. Under program budgeting concepts, the 
entire amount for support of this program is charged to other programs. 

Departmental Reorganization 

The major change in this program during the cl.,lrrent fiscal year and 
carrying over into fiscal year 1976-77 is the departmental reorganization. 
The five regional admin~strative offices have been eliminated for a gross 
reduction of 40 staff positions'. Concomitantly, 29 positions are being added 

21-88825 
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to the' administrative s~rvices divlsion leaving a net reduction. in. th~ de-
partmental.administration of 11 positions. . 

DEPARTMENT OF BENEFIT PAYMENTS 
General Summary 

Funds for the Department of Benefit Payments are contained in seven 
items and one control section of the 1976-77 Budget Bill. For fiscal year 
1976-77 the department is requesting a total of $1,338,065,845 from the 
General Fund, a $99.5 million, or 8 percent increase over estimated 1975-
76 expenditures. . 

Table 1 compares the current year and budget year by item indicating 
areas of increase. . 

Table 1 
Department of Benefit Payments 
General Fund Request for 1976-77 

Budget 
Bill Purpose of Estimated Proposed Percentage 
Item Expenditure 197~76 1976-77 Increase IncFease 

Departmental operations 
300 (a) ...................................... .$14,834,411 $15,367,162 $1,212,934 8.2% 
301 (b) ................................ : ... 0 680,183 
302 Adult cash grants .............. 637,117,300 679,581,400 42,464,100 6.7 
Control AFDC cash grants ............ 516,740,800 561,091,200 44,350,400 8.6 
section 32.5· 
303 Foster care legislatiOli .; .... 0 2,700,000 2,700,000 NIA 
.304 Special Programs for 

adults ............................ 3,431,650 3,845,400 431,750 12.6 . 
305 County welfare depart: 

ment operations ........ 66,474,100 74,500,500 8,026,400 ' 12.1 
306 Legislative Mandate .......... 203,164 300,000 96,836 4U . , 

$1,238,801,425 $1,338,065,845 $99,264,420 8.0% 

Health and Welfare Agency 
DEPARTMENT OF BENEFIT PAYMENTS OPERATING' BUDGET 

Item 300 from the General 
Fund Budget p. 770 

Request~d 1976-77 ... ; ............................................ ; .......... ~ .............. . 
Estimated 1975-76 ............................................................................ . 
Actual 1974-75 ...................... ~ ........................................................... . 

$15,367,162 
14,834,411 
·12,206,92.9 

Requested increase $532,751 (3.6 percent) 
Total recommended reduction .................................................. .. 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. Employment Tax Division. Withhold recommendation on 
the r«;lquested 472.1 positions pending development of a 
workload budgeting model similar to 'that used to justify fair 
hearings staff increases or . decreases. 

2. Child Support Collections Program. Withhold recommen~ 
dation of43.5 requested new positions. 

3. Food Stamp Program. Withhold recommendation on 36 of 
·83.5'req\.Jested new positions. 

$676,984 

Analysis 
'. page 

603 

606 

607 
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4. Blanket Funds. Recommendfundi:ng for tempo!aryhelp:608. 
and other purposes be appropriated to the Department of 
Finance fqr allocation. Further recommend that Legislature 
be notified of changes in purpose for which blanketftinds 
are used. 

5. General Fund Surplus. Reduce Item 300 by $676,984. 609 
Recommend reduction in anticipation of salary' savings. 

6. 'AFDCCash Grants and Control Section 32.5. Withhold 610 
recommendation on amount for AFDC aid payments pend-
ing receipt and review of May 1976 subvention estimates. 

GENERAL PROGRAM STATEMENT 

The Department of Benefit Payments was created by Chapter 1212, 
Statutes of1973, (AB 1950) and is the successor to the State Department 
of Social Welfare. The department's three major areas of responsibility are 
the administration of welfare programs, the collection, auditing and ac
counting of payroll taxes from California's employers, and the auditing of 
certain health care programs. The payroll tax collection program of the 
Department of Employment Development and the health auditing pro
gram of the Department of Health were transferred to the Department 
of Benefit Payments on July 1, 1974. 

ANALYSIS AND RECOMMENDATIONS 

This item of the Budget Bill proposes a General Fund appropriation of 
$15,367,162, for the operation of the Department 'of Benefit Payments 
which is $532,751 or 3.6 percent, more than is anticipated to be expend
ed during the current year. Additional General Fund money is available 
to the department in the form of reimbursements from the Franchise Tax 
Board for the collection of state withholding taxes. The Governor's Budget 
proposes a total of $68,027,777 (all funds) to operate the department in 
fiscal year 1976-77. .. 

Fifty-nine percent of the department's operating funds, or $40,092,109, 
come from other state departments as reimbursement for services per
formed. The balance of the department's operating funds, $27,935,668, is 
composed of two parts. The first part, is the requested General Fund 
appropriation contained in Items 300 and 301. The balance, $11,888,323, is 
anticipated federal matching funds, primarily for the department's wel
fare, operations. " 

For fiscal year 1976-77 the budget proposes the addition of 765.7 new 
positions. Table 1 shows, by major program, where the 765.7 requested 
new positions are to be located in the department. Most of these were 
established administratively during the current year and are shown as 
proposed new positions for the budget year. Due to the magnitude of the 
number of positions proposed we defer recommendation so that we can 
respond specifically to each proposal at the time of the budget hearings. 

Employment Tax Division 

In December 1975, a reorganization implemented by the Department 
of Benefit Payments separated the EIilploymentTax program from the 
Health Operations program. The Employment Tax Operation was made 
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Table 1 
Requested New Positions for the Department of Benefit Payments 

1976-77 

A. Employment Tax Operations 
1. Increased Unemployment Insurance Workload .................................................................. .. 
2. Extended Program: Unemployment Insurance for Agricultural Workers .................... .. 
3. Increased federal funding of U.1. Program .......................................................................... .. 

Subtotal ................................................. ; .......................................................................................... .. 
B. Health Operations , 

1. More audits .......................................................................... ; .......................................................... . 
2. Increase Recovery from Insurance Companies .................................................................... .. 

Subtotal ............................................................................................................................................ .. 
C. Welfare Operations 

1. Frur Hearing-Transfer 33 positions, add 7 more ............................................................. , .. .. 
2. Data ProcessiD.g-Add 47 positions (see Item 301) ....................... , .................................... .. 
3. Child Support Collection Program-add 43.5 positions ........... ~ ........................................ .. 
4. Food Stamps-federal regulations-add 83.5 positions ...................................................... .. 
5. Administrative cost control-add 15 positions ...................................................................... .. 
6. Conversion of temporary clerical help to permanent positions ...................................... .. 

7. Other new positions ..................................................................................................................... . 

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

Requested 
new 

Positions 
258 
106 
lOB.1 

472.1 

13 
13.5 
26.5 

40 
47 
43.5 
83.5 
15 

+21.6 
-21.6 

38;1 

267.1 

Departmental Total ......... ;.......................................................................................................... 765.7 

a division within the department and the Audits and Collections Division 
was abolished. The Governor's Budget requests $35,872,829 to operate the 
division in 1976-77 which is an increase of $4,860,998, cor 15.7 p.ercent, over 
anticipated expenses for the current year. The division is supported by 
reimbursements from the Employment Development Department and 
the Franchise Tax Board. Table 2 shows the areas of increased expenditure 
for this division. c 

Table 2 
Employment Tax Division 

Increases in Administrative Costs by Program 
1976-77 

Tax CoUection, Cost of Administration 
Reimbursing Auditing and 
Department Accounting Program 1975-76 1976-77 

Employment Develop· Unemployment In· $20,401,204 $24,895,548 
ment surance 

Employment Develop· Disability Insurance 3,696,936 3,797,782 
ment 

Franchise Tax Board Withholding of state 6,662,404 6,910,995 
Income Tax 

Employment Develop· Classified School Ern· 251,287 268,504 
ment ployees 

$31,011,831 $35,872,829 

Percent 
Change 

+22.0% 

+2.7 

+3.7 

+6.8 

The Employment Tax Division collects, audits and accounts for payroll 
taxes whiGh California's employers withhold for unemployment insur
ance, disability insurance and state personal income taxes. It is anticipated 
that over $4.8 billion in payroll withholding taxes will be collected from 
approximately 495,000 employers in fiscal year 1976-77. Table 3 shows the 
estimated tax collections and number of contributing employers by pro
gram. 
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Table 3 

Employment Tax Division 
Estimated Tax Collections and Contr.ibuting Employers 

1976-71 
Employers 

UnemploYment Insurance .......................................................... 445,000 
Disability Insurance ...................................................................... 495,000 
Personal Income Tax .................................................................... 428,360 

Tax Revenues 
$1,443,500,000 

521,945,288 
2,867,000,000 

$4,832,445,288 

In order to carry out its tax related responsibilities the Department of 
Benefit Payments has organized the Employment Tax Division into three 
branches: Field Operations, Technical Services and Central Operations. 
The Field Operations Branch has 37 field offices which register new em
ployers, audit employer's books, collect delinquent taxes and wage reports 
as well as determine the amount of wages actually paid in cases where the 
amount of unemployment insurance benefit is in question. 

The relatively small Technical Services Branch provides the rest of the 
division with administrative and policy direction. Specifically, this branch 
develops program and workload data needed for managing and budget
ing. It also develops and interprets regulations, develops operating proce
dures, analyzes legislation, works with the Employment Development 
Department to improve data processing services and assists in the plan
ning of organizational changes. 

The Central Operations Branch is a large organization with a number 
of specialized units processing various portions of the branch's total work
load. This branch is organized into four bureaus: Tax Accounting, Insur
ance Accounting, Tax Audits and Collections, and Classified School 
Employees Trust Fund. These bureaus process tax revenues, review tax 
forms for accuracy, maintain employer registration files, process contested 
unemployment insurance payments, charge benefits paid to the proper 
accounts, process tax refunds, handle tax appeals and collect unemploy
ment insurance related taxes from school districts. 

Table 4 shows the currently authorized positions and the 472.1 request
ed new positions for the Employment Tax Division. 

Table 4 
Employment Tax Division 

Currently Authorized and Requested New Positions 
1976-77 

Currently 
Authorized 

A. Tax Division Adrninistration.............................................................................. 7 
B. Field Operations Branch (37 Field Offices) ................................................ 551.2 
C. Technical Services Branch ................................................................................ 30 
D. Central Operations Branch .............................................................................. 2 

1. Insurance Accounting Bureau .................................................................... } 586.1 

2. Tax Accounting Bureau ........................................................................... . 
3. Audits and Collections Bureau ............................................................... . 
4. Classified School Employees Bureau ................................................. ... 
5~ Temporary Help ....................................................................................... . 

E. Unallocated requested new positions ............................................................. . 

78 
13.5 
79.6 
o 

Employment Tax Division .............................................................................. 1,347.4 

Workload Budgeting 

1976-77 
Requested New 

Positions 
o 

85 
11.4 
o 

173 

73 
12 
o 
o 

108.1 

472.1 

We recommend that prior to budget hearings the Department of Bene-
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fit Paymentsdevelop, in consultation with the Department of Finance and 
the Legislative Analysts office,a workload budgeting model to jushry staff 
increases.or decreases in the Employment Tax Division similar to that 
used for departmental fair hearings. . 

Further; we withhold recommendation on the requested 472.1 positions 
until the new budgeting model is presented to the fiscal subcommittees 
which hear the departments budget. 

Last year the Employment Tax Division requested and received 178.5 
new positions. This year the division is requesting 472.1 new positions. All 
the proposed positions will be funded with federal unemployment insur
ance money. There are three major reasons which account for the availa
bility of additional fede~al funds. First, the U. S. Department of Labor 
increases funds for staffing as workload increases, and increased unem
ployment has significantly increased this division's workload. Secondly, 
recent federal and state law extended unemployment insurance coverage 
to agricultural workers which increased workload in the tax collection 
area and in the area of benefit payments to unemployed agricultural 
workers. Finally, in this period of high unemployment the federal govern
ment has liberalized its formula for making funds available to states so that 
backlogs and other factors causing delays in the timely payment of unem
ployment benefits can be minimized. 

We have recommended the developmentand use of a budgeting proce
dure similar to that used in the department's fair hearings activity because 
we are not satisfied that the documentation submitted to date adequately 
identifies workload elements, existing standards of productivity or project
ed workload trends. The positions proposed for the Employment Tax 
Division should be based on best estimates of anticipated workload rather 
than on a combination of anticipated federal funding and anticipated 
workload. We believe that data developed for the federal cost model can 
be utilized to produce an objective and comprehensible budgeting proce
dure which is suitable for state budgeting purposes. For this reason, we 
recommend that the Legislature withhold approval of the division's 472.1 
proposed positions until a more suitable budgeting model is developed. 

Health Operations 

The Department of Benefit Payments is responsible for fiscal audits of 
organizations which provide health care services through the Medi-Cal, 
Crippled Children, Short-Doyle and other state and federally funded 
health care programs. In addition to the recovery of overpayments made 
to health care providers, this program also attempts to recover funds from 
any insurance companies which have an obligation to pay all or part of a 
Medi-Cal recipient's bills for medical services received. The Governor's 
Budget requests $4,903,011 (state and federal funds) to operate the Health 
Operations program in fiscal year 1976-77 which is $803,743, or 19.6 per
cent, more than is anticipated to be expended during the current year. 

For fiscal year 1976-77 the Governor's Budget requests 26.5 new posi
tions: Table 5 shows the location of the authorized and proposed positions 
for the 1976-77 fiscal year. 
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Budge'tRequest-HealthOperations 

We recommend approval of the 26.5 requested new positions for the 
Health Operations Branch. 

The Health Recovery Bureau has requested authority to expend an 
additional $194,563 in order to recover an estimated $2,557,000 essentially 
from insurance companies which have an obligation to pay all or part of 
a' medical bill which was paid fOf by the state through the Medi-Cal 
program. Ten of the 13.5 'positions for the Health Recovery Bureau are 

Table 5 
Health Operations Program 

Existing and Proposed New Positions 
1976-77 

Currently 
Location of Budgeted 
Positions Positions 
Chief of Health Operations .......................................................................................... 2 
Health Audits Bureau ............................................................................................ ;....... 121 
Health·. Recovery Bureau ............... ,.............................................................................. 72 
Health Appeals Bureau ....................................................................... ,.......................... 13 
Support staff in other bureaus .................................................................................... 10.4 

Proposed 
new 

Positions 
o 

12 
13.5 
1 
o 

2IiI.4 26.5 

proposed to improve the speed with which insurance companies are billed 
for their portion of medical bills. This is accomplished by more rapid 
coding of documents for the automated billing system. Two addiqonal 
positiolls are to be used to secure approximately $135,000 in reimburse
ments from health providers for overpayment resulting from improper 
provider billings. The remaining position is to be devoted to collecting 
approximately $250,000 in accounts receivable from medically indigent 
persons. 

The. Health Audits Bureau has requested 12 new positions to improve 
the,timeliness of audits in the Short-Doyle program and to audit new 
programs. Five of the positions are to reduce the backlog of unaudited . 
local Short-Doyle programs. Four positions are proposed for audits ofthe 
alcoholism program, one for drug. abuse programs and two for the social. 
rehabilitation services programs. On the basis ofthe anticipated reyenue 
and improved program administration resulting from increased recovery 
and audit activity we recommend the approval of the reques~ed26.5 
positions. . 

WELFARE OPERATIONS 

The Welfare Operations portion of the Department of Benefit Pay
ments includes all functions in the department except those in the Em
ployment Tax Division and the Health Operation program discussed 
earlier. Theprincipal reason for the existence 'of Welfare Operations is to 
service the fiscal and program needs of county welfare departments either 
directly or indirectly. Table 6 shows the number of positions ~:p. each unit 
within the Welfare Operations portion of the department. . 

Budget R~quest-Administrative Hearings. 

We recommend the ifansfer of33 fairhearingspositions from the 001ce 
of Administrative Hearings and approval of seven new fair hearings posi
tions. . 

The budget proposes the transfer of the 33 Office of Administrative 



606 I HEALTH AND WELFARE Item 300 

DEPARTMENT OF BENEFIT PAYMENTS OPERATING BUDGET-Cpntinued 

Table 6 
Welfare Operations-Number of' Positions by Function 

Currently 
Auth()rized 
Positions 

A. Welfare Program Administration 
1. AFDC/Food Stamp/Adult/Support Enforcement Branches ............................................ .. 
2. Legal/Planning/Legislative/Regulations/Public Inquiry .................................................. .. 
3. Casework Review-Error Detection/Management Consulting .......................................... .. 

B. Fair Hearings ..................................................................................................................................... . 
C. Claiming and Accounting Functions ......................................... ~ ................................................. . 
D. Program Statistics and Cost Estimating .................... : ................. , ............................................... .. 
E. Support Functions ......................................................................................................... : .................. .. 
F. Director's office plus non-welfare units in welfare operations ............................................ .. 
C. Responsible Relative Program (phasing out) .......................................................................... .. 

82 
ffl 

llO 
112 
112.4 
63 

333 
15 
55 

969.4 
Hearings (OAH) positions to the Department of Benefit Payments. By 
budgeting the positions in the department rather than in OAH, the de
partment has estimated that savings of $230,000 will be achieved. A study 
of 498 randomly selected c'asesindicates that the quality and impartiality 
of fair hearing decisions should not suffer if transferred to the Departm~nt 
of Benefit Payments. 

Recent legislation required the department to review fair hearings re
ferees' proposed decisions within 30 days or else the proposed decision 
becomes operative without review. To meet the 30-day review deadline, 
the department has administratively established five positions funded 
through a contract with McGeorge Law SchooL In the budget year, the 
administration proposes to directly fund the central review unit through 
the operating budget rather than through contract. 

The department grants or denies requests for rehearing of fair hearing 
decisions. Currently, the workload involved in deciding whether or not a 
case shall be reheard is processed by McGeorge Law School students 
working under contract. For the budget year, the department proposes to 
establish two hearing assistant positions within the Chief Counsel's office 
to process this workload. 

Budget Request-Child Support Collections, 

We withhold recommendation on 43.5 requested new positions for the 
Child Support Collections program. 

PL 93-647 (Title IV-D of the Social Security Act) and state implementa
tion legislation, Chapter 924, Statutes of 1975, (AB 2326) reformed Califor
nia's system for collecting child support payments from absent fathers 
whose children are on welfare. Part of the federal reform imposed signifi
cant new accounting and reporting requirements on counties and on the 
state. Inorder to fulfill its additional responsibilities, the department h~ 
requested 43.5 new positions. Table 7 shows the bureaus schedul~,d to 
receive the positions. 

Prior to making recommendations on these positions, we plan to review 
more completely the justification for the scope of activities performed, the 
overall system designed to handle the flow of reports from counties, and 
the workload actually experienced in this program to date. 
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Table 7 
Distribution of Child Support Program 

New Positions by Bureau 

Accounting Bureau ............................................................................................................. :...................... 13.5 
Claims Audit and Control Bureau.......................................................................................................... 15.0 
Financial Planning Bureau ...................................................................................................................... ' 8.0 
Estimates Bureau ....................................................................................................................................... , 1.0 
Information Development Bureau ........................................................................................................ 1:0 
Child Support Office ... ................................................................ ...... ........ .................................. ...... ....... 1.0 
Computing Facilities Bureau .................................................................................................................. 4.0 

43.5 

Budget Request-Food Stamp Program 

We withhold recommendation on 36 of the 83.5 new positions requested 
for the Food Stamp program. 

The department is requesting continuation of the 83.5 new positions 
administratively established in the current year to review the quality of 
casework in county operated food stamp programs. These positions were 
established in response to recently issued federal efficiency and effective
ness regulations. The regulations aim to determine why and to what ex
tent food stamp recipients either pay the wrong amount for food stamps, 
or why and to what extent ineligible persons are provided food stamps. 
These determinations are made by the random selection and in-depth 
review of at least 1,260 case files each six months. When the results of the 
review are available, the state must work with counties to correct the 
pattern of casework errors discovered . 

. We recommend that the 27 positions for the Quality Control Bureau be 
approved for the federally mandated review of 1,260 cases each six 
months. The department's request for these positions is based' on experi
ence in the AFDC program. InAFDC, production averaged 12.15 com
pleted case reviews per month per worker which is considerably better 
than the eight cases per month workload shindard suggested by federal 
regulations. The department's food stamp request is based on the assump
tion that 12.5 cases will be reviewed per worker per month. The 27 posi
tions include three supervisors and three clerical positions plus four 
analysts to review the required sample of 800 denied cases. 

We further recommend the approval of the 14 positions ,requested for 
the food stamp branch to work with the counties to correct the problems 
discovered by the reviews. 

We withhold recommendation on the 36 positions for the Program 
Review Bureau pending further review of options available to the state in 
responding to the federal mandate to ,review food stamp operations in 37 
counties each year. The requested 36 new positions for the Program Re
view Bureau are in essence to be used to perform case reviews to deter
mine what the quality of food stamp casework is in a particular county 
rather than in the state as a whole. Weare not convinced that the use of 
36 positions on the Food Stamp program alone is of the highest priority. 
We are more concerned about the quality of casework performed by 
county welfare departments in. the Medi-Cal program because the state 
has a much larger fiscal involvement in the payment of medical bills and 
the payment of adminiStrative expenses. The state has no fiscal involve
ment in the food stamp program except in administrative costs. 



608 / HE;ALTH AND WELFARE Item 300 
, " . t. ~. 

DEPARTMENT OF BENEFIT PAYMENTS OPERATING BUDGET-Continued 

. The Department of· Benefit Payments is responsible for determining 
the quality of casework in the Medi-Cal program as well as in the AFDC 
and Food Stamp programs. Stich Medi-Cal. case review work is funded 
through a contract with the Department of Health. From the state's pet:~ 
spective, it would be preferable to improve the quality of casework in 
Medi~Cal areas before focusing resources on the Food Stamp program. 
Currently, there are no plans to conduct in-depth individual county cas~
work reviews for the Medi-Cal program in 1976-77. 

Budget. Request.:....County Administration 

We recommend the approval of 15 positions related to the countyad
ministrative cost control 

The department proposes the .continuation of 12 positions administra
tively established. this year to make the county adnlinistrativecostcontrol 
effort operational and the addition of three new positions in' the AFDC 
branch whiCh would also work in the administrative cost control area. The 
three additional positions would be used to improve liaison with the coun
ties in the area of administrative cost controL 

Budget Request-SpecializeCi Services 

We recommei?d approval of the conversion of 21.6 temporary clerical . 
positions to full-time permanent positions. . 

Over a period of time, the clerical workload in the Specialized Office 
Services Bureau and the Program Information Bureau has increased. As 
workload increased, the department has hired temporary help fromblan
ket funds available to it. From the department's perspective, the problem 
with the long-term use of temporary help is that too many temporary 
employees leave soon after they are trained either to accept permanent 
employment or because of expiration of their appointment. Thus, a good 
deal of time is lost in the recruitment and training of temporary personnel. 

Blanket Funds 

We T(!cormilend that blanket flinds for temporary help and other pur
poses be adequately budgeted but be appropriated to theDepartment of 
Finance for allocation. 

We .further recommend that such blanket funds not be used to fund 
permanent newdepartment8J activities and that the Legislature be noti
fied of changes in the purposes for which such funds are expended. 

The State Administrative Manual (SAM) defines the term "blanket" or 
"blanket funds" as follows: 

"A temporary or seasonal position orblanket is an authorization in the 
approved budget in terms of the amou~t of salaries and wages that 
may be spent for a specified purpose rather than in terms of the 
number of cla~sifications of individuals to perform the activity. - - -
The approved Governor's Budget contains authorization for various 
types of blankets. A blanket authorization specifies the amounts of 
dollars that may be expended for the budgeted purpose such as tem
porary help, seasonal help, and indefinite military leave." 
The Department of Benefit Payments welfare operations uses blanket 
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funds to hire clerical and other personnel on a liniitedterni basis (l)'to 
process peaks of workload, (2) to pay overtime salary costs, (3) to pay 
lump sum vacation obligations when an employee is leaving, (4) to recruit 
and hire minority employees, and (5) to overlap positions so that a new 
employee can learn the assignment of an existing employee who is leav
ing. During the past fiscal year, expenditures for the above purposes 
totaled $840,000. For the current year, such expenditure levels appear to 
be continuing at the same level. The 1976-77 budget as introduced con
tains only $147,000 for these purposes. 

It is possible for the department to redirect positions from one bureau 
to another bureau for a new or expanded activity and then fill in behind 
the transferred positions using temporary help from the blanket. Later the 
temporary help can be converted to permanent positions with the justifi
cation that continuing workload necessitates permanent positions. 

We .understand that the Department of Finance has, in the past, in
creased the amount of funds available for blanket expenditures during the 
course of a fiscal year by approving budget revision letters which transfer 
money from salary savings to the appropriate blanket. This procedure 
provides the Department of Finance with a control mechanism over funds 
which could otherwise be used for almost any purpose the department 
wishes. However, the existing procedure is defective in that it does not 
provide for adequate legislative review. 

We recommend that the following procedure be established for the use 
of blanket funds. First, that blanket funds be adequately budgeted by 
blanket number but appropriated to the Department of Finance to be 
allocated as needed to the Department of Benefit Payments. This proce
dure allows continued oversight by the Department of Finance but it also 
provides the Legislature the opportunity to review departmental activi
ties conducted through blanket appropriations. Under ctirrentprocedure 
funding for blanket activities is contained within salary savings and is hot 
easily subject to review. We also recommend that blanket funds not. be 
used either directly or indirectly to fund new activities within the depart
ment. 

Unexpended General Fund Money 

We recommend reduction of $676,f/84 in Item 3(){) from the departmen
tal appropriation in anticipation of salary savings and lower than the pro-
jected employee benefit costs. . 

For the past several years the Department of Benefit Payments has 
experienced large unexpended General Fund balances at the end of the 
fiscal yearas is shown on Table 8. 

Large unexpended General Fund balances can accrue for a variety of 
reasons including the following: improper estimates of salary savings, 
overestimates of General Fund sharing ratios, overestimates of employee 
benefit costs and overestimates of operating equipment and expenses. 

Last year, when the Legislature considered the department's operating 
budget, it was thought that at the end of the 1975-76 fiscal year the 
unexpended General Fund balance would again be large. In recognition 
of this probability, the Legislature transferred $800,000 from the main 
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Table 8 
Unexpended General Funds 

Department of Benefit Payments 

Fiscal Year 

Estimated Savings 
in "current year" 

Budget 
$654,620 
362,254 

197~73 .................................................................................................... .. 
1973-74 .............................................. ; ...................................................... . 
1974-75 ................... ; ................................................................................ .. 
197s.:.76 ..................................................................................................... . 

a Estimated in 1976-77 Governor's Budget. 

380,221 
283,284 a 

Actual Unexpended 
General Fund 

Money 

$3,755,688 
1,751,501 
2,355,022 

appropriation for the department into a separate item rather than remove 
the entire amount from the department's budget. The Department of 
Finance was then provided authority to allocate the $800,000 to the de
partment if the need should arise. Later the amount available for alloca
tion to the department was reduced to $492,000 by the Governor .. 

During the current fiscal year the Department of Finance has approved 
the establishment of many new positions which has reduced the amount 
of anticipated General Fund savings. The major staff additions which 
affect the General Fund are shown in T~ble 9. 

Table 9 
Cost of 1975-76 Mid-year Staff Changes 

Department of Benefit Payments 
As Contained in 1976-77 Governor's Budget 

1975-76 
General Fund Cost 

1. Model Modular EDP Project ................................................................................................ $522,710 
2. Food Stamp Efficiency and Effectiveness Regulations ....... ,.......................................... 503,816 
3. Child Support Collections: PL 93-647.................................................................................. 130,287 
4. Other Staff Increases .............................................................................................................. 200,743 
5. Augmentations to Blanket Funds ........................................................................................ 300,000 
6. Phase-out of Responsible Relative Program and Elimination of Prepaid Health Plan 

Audits .................................................................................................................................. -340,000 

$1,337,556 

Our estimate of unexpended General Fund balances for 1976-77 is $676,-
984 which is based on the assumption of a 54 percent state share for the 
support of the health operations program and an increase in salary savings 
which we believe more accurately reflects the department expenditures 
based on prior year's experience of unexpended balances. 

AFDC Cash Grants and Control Section 32.5 

We withhold recommendation on the appropriate amount for Control 
Section 32.5 pending receipt and review of the May 1976, subvention 
estimates. 

The budget bill does not contain an item which appropriates funds for 
the Aid to Families with J)ependentChildren (AFDC) program because 
the Welfare and Institutions Code provides a continuous appropriation for 
AFDC. aid payments. However, Control Section 32.5 of the Budget Bill 
limits funds available to a specified dollar amount and provides thatthe 
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Direct'or 'of Finance :dl:ayihcrease· the expi:mditurEf limit· in order to pt6~ 
vide for unexpected caseload growth or other changes which increase aid 
payment expenditures. 

The budget proposes an appropriation of $561,091,200 for AFDC aid 
payments which is $44,350,400 or 8.6 percent more than estimated to be 
expended in the current year. However, the requested amount will be 
changed when the Department of Finance submits the May Revenue and 
Expenditure Budget Revision to the Legislature. The budget revision will 
be based on the department's May 1976, subvention estimates which take 
into account the latest available caseload and expenditure data. We will 
review these estimates' and make our recommendations at that time. 

AFDC Caseload and Cost Trends 

The Governor's Budget anticipates very little change in AFDC caseload 
in the budget year. The AFDC Family. Group caseload is projected to 
decline by two-tenths of one percent while the AFDC-Unemployed case
load is projected to decline by 5.4 percent. The Foster Care caseload is 
expected to increase by eight-tenths of one percent. 

Table ·10 shows the anticipated AFDC caseload changes. 
Table 10 

1976-77 Governor's Budget 
Projected AFDC Average Monthly Caseload Changes 

(Persons Count) 

Estimated Estimated . Change Actual 
1974-75 197~7(j 1976-77 CaseJoad Percent 

AFDC-Family Group ......... . 
AFDC-Unemployed ............. . 
AFDC-Foster Children ...... .. 

1,205,321 
140,655 
30,385 

1,376,361 

1,233,000 1,230,4QO 
174,lfJO 164,725 
29,300 29,540 

1,436,500 1,424,755 

-2,510 -0.2% 
-9,375 -5.4% 

+240 +0.8% 
-11,745 -0.8% 

The AFDC caseload projections reflect an anticipated improvement in 
the economy. If the economy does not improve or if there is no drop in 
caseload in spite of a modest economic upturn, the budget .year caseload 
in May 1976 subvention estimates should show increased caseload. 

The Governor's Budget requests an increase of $44,350,400 over the 
amount anticipated to be expended this fiscal year. Table 11 shows the 
areas of requested increase. 

Table 11 
AFDC Program-General Fund Expenditures 

Actual Estimated Estimated 
AFDC Program 1974-75 197~7(j 1976-77 

$375,134,562 $427,352,300 $469,828,500 
47,035,508 65,723,000 67,496,900 

Family Group (FG) .................... .. 
Unemployed (U) ........................ .. 
Foster Care (BHI) ...................... .. 25,889,159 23,665,500 23,765,800 

$448,059;229 $516,740,800 $561,091,200 

Amount Percent 

$42,476,200 9.9% 
1,773,900 . 2.7% 

100,300 .04% 

$44,350,400 8.6% 

The Governor's Budget indicates that $37 million of the increase in 
AFDC-FG program results from the annual cost-of-living increase. The 
Department of Finance informs us that the remaining portion of the 
AFDC-FG increase, $5,476,200 is related to increased average grant costs 
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, resulting from less full and part-time employment among AFDGtecipi
ents. 

In the AFDC-U program the Governor's Budget indicates the cost-of
living increase of $4.5 million will almost be offset by a caseload decrease 
estimated to save $4.1 million. The remainder of the AFDC-U increase, 
$1,373,900, is related to expected decreases in recipient income which 
increases grant' cost. ' 

AFDC Cost-of-Living Increase - C-
AFDC recipients receive cost-of-living inc.reases in July of each year. 

The increases are based on changes in the consumer price index. The 
increase payable in July 1976 anticipates an 8.7 percent change in the 
consumer price index, based on 12 months of inflation, measured from 
December 1974 to December 1975. 

Department of Benefit Payments 

MODEL MODULAR DATA PROCESSING PROPOSAL 

Item 301 from the General 
Fund Budget p. 773 

Requested 1976-77 ......................................................................... . 
Estimated 1975-76 ........................................................................... . 
Total recommended reduction ................................................... . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. County EDP Systems Review Function. Reduce Item 301 
by $581,082. Recommend staff reduction of 43 of 47 positions 
requested. 

2. EDP Guidelines. Recommend establishment of guidelines 
to preclude review of minor county EDP projects. 

3. Los Angeles County Welfare System. Recommend in
-creased monitoring of the management information system 
development and steps to limit state support to an appropri-
ate level. -

4. Need for Adequate County Data. Recommend Budget Act 
language to enable improved county reporting of costs and 
recovery of state funds when county savings do not materi-
alize. ' 

Model Modular County EDP System 

$680,183 
N/A 

$581,082 

Analysis 
page 

613 

614 

614 

615 

In 1974 the Department of Benefit Payments initiated a joint state
. county effort to explore the feasibility of developing what it termed a 
model modular county EDP system. This effort has been continued in the 
current year and represents the latest in a series of departmental attempts 
to achieve economies relative to the development and operation of auto-
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mated county welfare information systems. For the most part, such system 
development .and operation has been conducted on an independent 
county basis. It has been the department's contention that substantial 
sa~ngs can be realized if model systems are developed from selected 
components of existing.county automated systems .and used by the coun
ties (in lieu of independent county systems). Impetus for the depart
ment's model system effort was prompted by an increase in the cost of 
automated county welfare processes (a cost shared by the state) from $6 . 
million in 1970-71 to an estimated $14 million in 1975-76 and a projected 
$25 million annuallyin the near future, and by the desire to avoid duplica-
tion of effort in many counties. .. 

Funds totaling $1,045,420 ($522,710 fed~ral) are provided; in Item 287.2 
of the current budget for initial implementation of the model system. 
Language in Item 287.2 precludes the expenditure of these funds until the 
department has prepared a detailed estimate of resources required and 
schedule of events and has received Department of Finance approval of 
a feasibility stUdy. 

Feasibility Study Completed 

The joint state-county effort to explore feasibility of the model system 
effort was completed in October 1975 .. The study explores a number of 
alternatives which range from development of a totally centralized and 
state-operated system to the alternative of maintaining the status quo 
(whereby the department's County EDP Bureau monitors county systems 
and has approval authority for proposed changes and additions to each 
system). 

The study conclusion rejects direct implementation now of a central or 
regional standardized data-processing operation and favors ihstead a grad
ual approach to increased sharing of systems. The department proposes to . 
accomplish this by substantially increasing staff assigIled to the depart
ment's County EDP Bureau, and upgrading the bureau to branch level. 
According to the study, the increased staff will be .used primarily to (1) 
develop a standard set of data elements for eventual use in all county 
systems, (2) develop a central program library, (3) effect ,greater staff 
involvement in evaluating proposed and current county welfare EDP 
development, and (4) develop other packages for use by the counties such 
as a manual of guidelines for system development and a catalog of input 
and output forms. 

Staff Augmentation Excessive 

We recommend deJetion of43 posihons from the expanded coUnty EDP 
systems monitoring function fora savings of $1,162,164 ($581,082.General 
Fund/. . 

The alternative recommended by the department includes augmenting 
the present County EDP Systems Bureau staff of eight by administratively 
adding 47 positions in the current year using funds available in Item 287.2. 
The proposed budget includes $1,360,325 to continue operation of the 
expanded function at the 55-position level. 

Assuming that county welfare EDP costs will increase to $25 million 
annually in the near future as estimated by the department, the state's 
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MODEL MODULAR DATA PROCESSING PROPOSAL....,..Continued , 
annual share under current sharing ratios will be approximately $6 million. 
The department could not provide a reasonable estimate of how much of 
this $6 million is systems development. If we assume an annual systems 
development cost of $3 million (undoubtedly a high estimate) , the depart
ment would under its current plan expend $1.3 million each year to moni~ , 
tor and evaluate a $3 million development effort. The funds would not be 
used to develop a new system. The additional employees would only 
facilitate exchange of knowledge among counties. . . 

Further, although many of the department's objectives in augmenting 
County EDP Bureau staff may be desirable, the potential for attaining a 
successful cost-benefit result is doubtful. In this instance, we believe a 
reasonable alternative is to provide a small state staff' to work with the . 
counties. Such a state effort would serve as a catalyst in assisting counties 
to reach agreement on practical systems goals which thEm can be imple
mented through a copperative effort. 

Our conclusion after a thorough evaluation of the model system feasibil
ity study and discussions with the department regarding the. alternative 
chosen is that (1) the staffing level proposed is not justified, (2) . .the end 
product would not necessarily cause substantial improvements in county 
data processing systems, and (3) 47 new positions could more profitably 
be used elsewhere. We, recommend the elImination of 43 positions for a' 
savings of $581,082 in state funds. We recommend approval of four new 
positions including one governmental program analyst, two associate data 
processing analysts and one clerk-typist II. These positions when added to 
the eight currently authorized in the County EDP System Bureau can 
provide increased benefits to the state which are more in line with practi
cal responsibilities of the department and the fiscal magnitude of pending 
systems projects. We recommend the department defer the administra
tive establishment of the 47 positions during the current year pending the 
hearing of the budget by legislative committees. ", 

Of' 

Guidelines Needed 

We recotnmend that guidelines be developed which Will focus county 
EDP bureau staff resources on' significant county welfare EDP projects. 

At present, County EDP Bureau staff review proposed changes to 
county welfare 'EDP systems without regard to the significance of the 
change. This practice does not allow an optimum use of staff. The depart
ment should develop guidelines which will elimina~e the review of rela
tively insignificant documents and focus staff activity on selected major 
county proposals which we believe demand closer monitoring, especially, 
in the early stages of implementation while it is still possible to influence 
the course of events. 

Welfare Case Management Information System (WCMIS) 

We recommend that the department increase and maintilln close moni
toring of the Los Angeles County Welfare Case Management'Information 
System. 

We recommend further that the department take steps to ensure that 
the state does not pay for unused computer capacity and associated com-

, 

1 
I 
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puter operations which the department determines to be excessive. 
In 1971, Los. Angeles County initiated a major welfare EDP system 

development effort intended' to replace existing welfare information
handling processes, many of which were not automated, with a new and 
comprehensive automated system known as the Welfare Case Manage
ment Information System (WCMIS). According to the department, the 
t 'the development effort as ofJune 30, 1975 was approximately 

.2 milli 
e 1971)..;.76 cost is estimated at $6 million. Although the department 

was not able to identify the state's share of these costs, we assume that the 
state cost as of June 30, 1975 will approximate $1 million and there is a 
potential $L5 million additional state cost for 1971)..;.76. 

The project is intended to result in substantial net saVings. However, 
information obtained from the department based on its monitoring of 
WCMIS indicates the project has been redefined, the scope has now 
changed and anticipated savipgs have been postponed. Also, substantial 
computing capacity may have been acquired prematurely. Further, de
spite the expenditure of considerable amounts of funds to date, no phase 
of the system is operational. However, the current revised schedule indi
cates that a central recipient index will be operational this spring. 

The department's monitoring ofWCMIS has resulted in some reapprais
al of the level of state financial support of this project. The department 
recognizes that it needs to increase the level of monitoring and intends 
to assign one of the proposed new positions to assist in monitoring WCMIS. 
We concur and recommend that the department assign· an additional 
position to WCMIS to continue close surveillance of this effort. This activ
ity can be accomplished within the staff which we have recommended for 
such purposes. 

We believe also that the department should determine whether or not 
Los Angeles County has acquired computing capacity and associated 
equipmeptprematurely. If this is the case, the state should not pay for 
such unused resources. We raise this question because Los Angeles in
stalled a large UNIVAC 1100 computer and is acquiring 330 remote termi
nals in th~ current year, many of which are, according to the department, 
apparently assigned at least temporarily to warehouse facilities. 

Although the department has not succeeded in obtaining information 
from Los Angeles County regarding-current computer usage, we expect 
that usage may be low because WCMIS is not operational. The department 
must take steps now to determine if significant costs will be incurred with 
little productivity. If there is a cost to the state ~ssociated with any prema
ture delivery of equipment, the department should develop a means of 
limiting state support of WCMIS to a level which is commensurate with 
the goals of state funding. 

Need for Adequate County Data 

We recommend that Budget Act language be added to authorize the 
department to (1) withhold state financial support of county welfare EDP 
operations where a county does not provide a breakdown of welfare EDP 
costs ,as requested by the department, and (2) enter into agreement with 
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the co~ties wherein state support is tied to savings projected by the 
counties and state funds are recovered to the extent that savings do not 
materialize. 

We understand that the county ED P Systems Bureau has been unable 
to obtain from the counties sufficient breakdowns of county welfare EDP 

. costs. This imposes a severe limitation on the bureau's ability to perforJJl 
its functions, and results in the bureau being unable to determine " the 
actual cost of county projects approved by the department. The counties 
can provide this information because the data are a necessary element of 
proper project management. , ...' 

The WCMIS experience to date suggests the need for the state to ,pro
tect its investment in system development efforts which are "sold" to the 
state on the basis of anticipated savings. In such cases it would beappropri
ate for the state to guarantee its support of a county project to the extent 
that the county will guarantee savings to the state. In order to provide the 
department with the ability to enter into agreements which will provide 
this guarantee; we recommend adoption of appropriate Budget Act lan
guage~ 

Lack of Compliance with Budget Act Language 

Item 291 of the Budget Act of 1975 states in part that ". . . the depa:tt~ 
ment may authorize not more. than $1 million (all funds) for expenditur~ . 
by county welfare departments for the development of data processing 
systems in 1975-7.6, and all such approvals shall relate specifically to the 
development·ofthe Model Modular EDP system and shall notconti'ibllte, 
to the improvement of independent county EDP systems." . ,.' 

We believe that the department has failed to comply with this stipula
tion by approving the first phase of WCMIS which alone exceeds the $1 
million limitation. Although we pointed out to the department the Item 
291 restriction at thetiine approval ofWCMIS was under consjdenition, 
the department obtained from its counsel a legal opinion which supported 
the approval. Our analysis of this opinion suggests that it is constructed 
simply to supply an interpretation of Item 291 which supports thedepart-
mental position. . ' 
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Department of Benefit Payments 
STATE SUPPLEMENTAL PROGRAM 
FOR AGED, BLIND AND DISABLED 

Item 302 from the General 
Fund Budget p. 115 

Requested 191~71 .......................................................................... $679,581,400 
Estimated 1975-16............................................................................ 631,111,300 
Actual 1914-15 ................................................................................... 488,264,414 

Requested increase $42,464,100 (6.1 percent) 
Total recommended reducti<;>n .............. :..................................... Pending 

SUMMARY OF I')IIAJOR ISSUES AND RECOMMENDATIONS 

1. May Caseload Estimates. Withhold recommendation on 
appropriate amount for Item 302 pending review of May 
1976, subvention estimates. 

2. Cost~of-Living Adjustment. Recommend Legislature re
vie~ optional methods for calculating cost-of-living grant 
increases. 

GENERAL PROGRAM STATEMENT 

AnalySis 
page 

611 

618 

On January 1, 1914, the federal Social Security-Administration assumed 
responsibility for direct administration of cash grant welfare assistance to 
California's approximately 655,000 aged, blind and disabled recipients 
with the establishment of the Supplemental Security Income program 
(SSi). Prior to that time California's 58 county welfare departments had 
administered cash grant programs for these recipients. Under provisions 
of state and federal law, California supplements the basic federal grant 
payment with an additional state payment, referred to as the State Supple
mentary Program (SSP). Each year the state supplemental payment is 
automatically increased to provide recipients with a cost-of-living adjust
ment. The adjustment is calculated based on changes in the Consumer 
Price Index. . 

ANALYSIS AND RECOMMENDATIONS 

We withhold final recommendation on the appropriate amount for Item 
.102 pending receipt and review of the May 1976, subvention estimates. 

The budget proposes an appropriation of $679,581,400 for the state share 
of the cost of aid payments to .aged, blind and disabled recipients. 
However, in April the Department of Benefit Payments will prepare 
updated estimates based on the most recent caseload and cost experience 
which will be included in the May Revenue and Expenditure Budget 
Revision submitted to the Legislature by the Department of Finance. We 
will review the May 1976, subvention estimates and make our recommen
dations at that ·time. 
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STATE SUPPLEMI;NTAL PROGRAM . ' 
FOR AGED. BLIND AND DISABLED-Continued 

The Size of the CostoOf-Living Adjustment 

We recommend that the Legislature review the optional methods for 
calculating adult cost-oE-living grant increases prior to approving Item 302 
and that the Legislature specify a comparison month for purposes of cal-
culating a cost-oE-living adjustment. . 

For fiscal year 1976-77, the methodology used to calculate the cost-of
living adjustment for aged, blind and disabled recipients is especially 
important because it will determine whether most recipients will receive 
a fl or a $14 monthly increase. The Governor's Budget proposes the use 
of it methodology which would result in a $7 monthly increase at a General 
Fund cost of $61.1 million. A $14 monthly increase would result in an 
additional General Fund cost of approximately $61 million or $122 million 
total cost. 

Historical Perspective; In order to understand why the law which 
governs the calculation of the cost-of-living increase is susceptible to inter
pretation, it is necessary to reView qhanges in procedure over the last 
several years. Prior to the implementation of the federal HR 1 legislation, 
which established the SSI/ SSP program, cost-of-living increases were 
based on year-to-year percentage changes in the Consumer Price Index 
(CPI) , just as they are now. However, the dates used to calculate the 
peJ,"centage change were different. At that time, the change was measured 
from Juneof one year to June of the following year. Six monthslater,in 
December, the cost-of-living increase was implemented. 

However, Chapter 1216, Statutes of 1973 (AB 134), provided that the 
annual cost-of-living adjustment be paid in July, or six months later than 
it had been. The initial effect was a one-time six-month delay in the 
payment of the cost-of-living adjustment. The first cost-of-liVing adjust-
ment under the new law was to take place in July, 1975. . 

The Governor's Budget for 1975-76, as introduced, proposed a cost-of
living adjustment for the current year which would have compensated 
recipients for 12 months of inflation at an estimated General Fund cost of 
$114 million. The increase proposed in the Governor;s Budget was baseq 
on changes in the CPI between June 1973 and June 1974, the increase 
to be paid July 1, 1975 one year later. However, the Legislature augmented 
the 1975-76 Budget Act by $65.2 million which took the one-time six
month delay into account, and gave recipients an IS-month cost-of,living 
increase, rather than the 12-month increase proposed by the Governor's 
Budget. The increase covered the period from June 1973 to December 
1974, and was paid in July 1975, six months later. 

This year the Governor's Budget proposes a $7 cost-of-living increase 
which is based on six months of additional inflation as measured by 
changes in the CPI from December 1974 to June 1975. The lag period, the 
time between the final month used to measure inflation and the'payment 
month, is again 12 months. The logic used to support this increase is that 
the 1975-76 increase was composed of two elements. The first element was 
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the normal 12-month cost-of-living increase which was based on chariges 
in the CPI between June 1973 and June 1974. Thiswas a $16 increase. The 
second element was a special $8 monthly advanced payment which was 
based on changes in the CPI between June and December 1974 . 
. The 1976-77 Governor's Budget assumes that the six month's special 

increase has already been provided and is currently part of the grant 
amount. This is the special $8 advanced payment referred to above. There
fore, from that perspective, it is only necessary to compensate recipients 
for the six additional months of inflation which occurred between Decem
ber1974 and June 1975. 

'Prior to the release of the Governor's Budget, we assumed that recipi
entswould receive compensation for 12 months of inflation. Except for the 
JUly 1975 increase, recipients have routinely received an annual cost-of
living increase based on 12 months of inflation. The lag period (the period 
between the last inflation month and the payment month) has always 
been six months. We had assumed that legislative intent, in providing the 
special augmentation last year, was to grant recipients permanent com
pensation for the six-months delay related to transition to the new pro
gram. If that were legislative intent, then December would be established 
as the comparison month for calculating cost-of-living increases, rather 
than the preceding June as is proposed by the Governor's Budget. 

In implementing the 1975-76 cost-of-living adjustment, the Department 
of Benefit Payments did in fact use December as the comparison month. 
However, the department was not mandated by Budget Act language to 
use any particular comparison month in calculating the 1975-76 cost-of
living increase. The Budget Act language provided only that the cost-of
living adjustment could not be more than $24 a. month for an aged or 
disabled recipient, or $27 a month for a blind recipient. In other words, 
the Legislature gave the administration the latitude of increasing grants 
beyond that proposed in the Governor's Budget up to the amounts sug
gested by the Legislature. The Governor chose to give the full cost-of
living increase which recognized a six-month lag period. 

If the Legislature believes recipients should receive a cost-of-living ad
justment in July 1976, which reflects a six-month lag rather than a 12~ 
month lag, then Budget Act language should be added to Item 302 which 
would specify that the cost-of-living adjustment for 1976-77 will be based 
on changes in the Consumer Price Index as measured from December 
1974 to December 1975. This change would require the item to be aug
mented by approximately $61 million. If the Legislature desires a 12- . 
month lag in the cost-of-living adjustment as proposed in the Governor's 
Budget, then no augmentation is required. The present budget proposal 
would provide $7 more a month to the average aged or disabled recipient 
living alone. . . 

This is approximately a 2.7 percent increase in spendable income. A 
return to the six-month lag period would result" in a$14 monthly increase. 
This increase represents approximately a 5.8 percent increase in spenda
ble income. 
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Department of Benefit Payments 
STATE SUPPLEMENTAL PROGRAM 
FOR AGED. BLIND AND DISABLED-Continued 

Caseload and Cost Trends 

Item 302 

The Governor's Budget anticipates a 4~ percent increase in the aged 
caseload and 16.8 percent increase in the disabled caseload in 1976-77. The 
blind caselo_ad is projected to remain essentially stable. The reasons for the 
projected growth in adult caseloads are: first, the changes in the definition 
of disability, from permanently disabled to temporarily disabled, makes a 
larger percentage of the population eligible. Second, the federal Social 
Security Administration has had difficulty in annually redeterminingeligi
bility for all cases. Therefore, the discontinuance rate is low which keeps 
caseload larger than it otherwise would be. Third, the higher grant levels 
-of the new program allow more people to qualify for assistance. Finally, 
high cost of medical care and drugs causes many persons who only qualify 
for small grants to join the program so that they will have a Medi-Cal card 

. and free medical care. 
Table 1 compares current year and budget year caseloads. 

Table 1 
1976-77 Governor's Budget: Average Monthly Adult Caseload Comparison 

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

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

1974-75 
312,970 

12,&'38 
267,169 

592,977 

1975-76 
335,100 

12,800 
318,000 

665,900 

1976-77 
350,300 
12,900 

371,300 
734,500 

Increase 
Amount Percent 

15,200 4.5% 
100 .7% 

53,300 16.8% 

68,600 10.3% 

The Governor's Budget projects that aid" payment expenditures for 
adult recipients will increase by $42.5 million in 1976-:77. The major factors 
contributing to this are caseload growth and the cost-of-living adjustment 
increases, offset by a number of anticipated savings. Table 2 shows the 
increases and anticipated savings. 

Table 2 
Factors in the Net $40 Million Increase 

for Adult Program Aid Payments 
1976-77 

General Fund 
Cost or $a,vings 

Increased Costs in Millions 

~: g~!i6~!~:t~~.~~~~~ .. :::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: $!~:~ 
Offset Savings 

3. Increased county contributions ............................................................................................. . -U.B 
4. Hold harmless/baseline savings ............................................................................................. . -29.4 
5. Declining mandatory supplement payments ..................................... ; ............................... . -4.7 
6.· More countable recipient income ....................................................................................... . -7.4 

Net General Fund increase .................................................. ,..................................................... $+42.5 
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County Contributions 

County contributions toward this program grow from year to year and 
are related to the percentage growth in the assessed value of property in 
a county. County contributions are estimated to be $131.4 million this year 
and $143.2 million in 1976-77, a 9 percent increase. 

Hold Harmless Savings 

The Governor's Budget anticipates that the state's so-called hold harm
less or baseline payment will decline from $381.4 million in the current 
year to $352 million in the budget year. This savings results because federal 
cost-of-living adjustments partially offset state costs. 

Mandatory Supplements 

When the new adult program started, certain cases had to. be given 
special supplementary payments so their grants would not be lower under 
the new program than underlhe old. With the passage of time there are 
fewer such cases. 

More Recipient Income 

The state is entirely responsible for adult grant costs above $217 a 
month. If a recipient has a monthly income above $217, the excess income 
reduces the amount of the grant the state furnishes. The Governor's 
Budget anticipates approximately $7.4 million will be available to recipi
ents with monthly incomes of $217 or more. This increase in income results 
primarily from Social Security increases .. 

Department of Benefit Payments 

FOSTER CARE PROGRAM 

Item 303 from the General 
Fund Budget p: 774 

Requested 1976-77 ......................................................................... . 
Estimated 1975-76 .......................................................................... .. 
Total recommended reduction .................................................. .. 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

$2,700,000 
None 

$2,700,000 

Analysis 
page 

1. Eliminate Item 303. DeJete $2, 700,000. Recommend the 622 
. amount required for the foster care program accompany' 

. proposed legislatiop.. 

GENERAL PROGRAM STATEMENT 

Under current law the state will pay up to $40.50 a month toward the 
care of a foster child, if the case is eligible for federal matching funds. If 
the case is not eligible for federal funds, the state will pay up to $81.00 a 
month. In November 1975, the average foster care case cost $318 a month. 
Because the state share is a fixed amount which does not increase from 
year to year, counties have, in recent years, absorbed a larger percentage 
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of total foster care and payment costs. 

ANALYSIS AND RECOMMENDATIONS 

We recommend the deletion of $2, 700,000. 

Item 304 

The administration requests the appropriation of $2,700,000 inanticipa
tion of legislation which would increase state obligations in the funding of 
the foster care program. We recommend deletion of this request because 
the Governor's Budget does not explain or justify changes to be made in 
the foster care program. In addition, we do not know the cost of the final 
version of a foster care bill. We recommend also that the necessary funds 
be amended into the implementing legislation. 

Department of Benefit Payments 

SPECIAL ADULT PROGRAMS 

Item 304 from the General 
Fund Budget p. 776 

Requested 1976-77 ......................................................................... . 
Estimated 1975-76 .............................. : ............................................ . 
Actual 1974-75 ................................................................................. . 

Requested increase $413,750 (12.1 percent) 
Total recommended reduction .....•.............................................. 

197~77 FUNDING BY ITEM AND SOURCE 
Item 
304 (a) 
304 (b) 

304 (c) 

Description 
Special Circumstances 
Special Benefits/Excess Value 
Homes 
Aid to Potential Self-Supporting 
Blind 

304 (d) Emergency Payments, Loan 
Losses 

GENERAL PROGRAM STATEMENT 

Fund 
General 
General 

General 

General 

$3,845,400 
3,431,650 
1,908,529 

Pending 

Amount 
$911,000 
1,086,500 

473,300 

1,374,600 

$3,845,400 

Chapter 1216, Statutes of 1973, (AB 134) established a program to pro
vide for the emergency and special needs of adult recipients. The pro
gram's special allowances, paid entirely from the state General Fund, are 
administered by the county welfare departments, rather than the federal 
Social Security Administration. 

ANALYSIS AND RECOMMENDATION 

We withhold final recommendation on the appropriate amount for Item 
304 pending receipt and review of the May 1976 subvention estimates. 

The budget proposes an appropriation of $3,845,400 for special adult 
programs which is $413,750, or 12.1 percent, more than is estimated to be 
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expended during the current year. In May the Department of Benefit 
Payments will finalize updated estimat~s based on the most recent case
load and cost information which will be included in the May Revenue and 
Expenditure Budget Revision submitted to the Legislature by the Depart
ment of Finance. We will review the May 1976 subvention estimates and 
make recommendations at that time. 

Special Circumstances (Item 304(a)) 

The Special Circumstances program is intended to provide adult recipi
ents with special assistance in times of emergency. Payments can be made 
for replacement of furniture, equipment or clothing which is damaged or 
destroyed by a catastrophe. Payments are also made for moving expenses, 
housing repairs and emergency rent. The Budget Act of 1975 appropriated 
$2,222,700 for special circumstances. However, if current expenditure 
trends continue only $885;OOOwill be expended. It appears that two faGtors 
account for the low levels of expenditure. First, current regulations re
quire recipients to use up all liquid assets before they are eligible for the 
benefits of this program. Secondly, it appears that many recipients are not 
aware of the existence of this special program. 

SP!Cial Benefits/Excess Value Homes (Item 304(b)) 

The Excess Value Home program provides aid payments to aged, blind 
or disabled persons who would qualify for the regular SSI/SSP program 
except that they own homes valued at $25,000 or more. The Budget Act 
of 1975' appropriated $1,279,000 for this program. However, if current 
expenditure trends continue only $653,800 will be expended. 

Aid to ~otimtiaISelf-Supporting Blind Program (Item 304(c)) 

The Aid to Potential Self-Supporting Blind program allows blind recipi
ents to retain' more earned income than the basic program for blind 
recipients as an incentive for recipients to become economically self
supporting. Expenditures for this program have been very close to the 
amounts budgeted. 

Uncollectabfe Loans (Item 304 (d) ) 

Chapter 1216, Statutes of 1973, (AB 134) mandated that counties pro
vide emergency loans to aged, blind or disabled recipients whose regular 
monthly check from the federal Social Security Administration has been 
lost, stolen or delayed. In the event a county cannot obtain repayment of 
the emergency loan, the state must reimburse the county for the loss. If 
current trends continue, it appears that approximately $900,000 of the 
$2,281,600 appropriated for reimbursement of uncollectable loan.s will not 
be expended in the current year. In part, this is because a procedure has 
been worked out with the federal government whereby the counties can . 
deduct the loan amount from the federal check before it is forwarded to 
the recipient. Also the Social Security Administration is doing a better job 
of delivering checks to recipients. 

Because three of the four programs funded through Item 304 are rela
tively new and have not yet settled into predictable expenditure patterns, 
experiditures for the remainder of this fiscal year will be important in 
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determining how much should be budgeted for 1976-77. 

Department of Benefit Payments 
ADMINISTRATION OF COUNTY WELFARE DEPARTMENTS 

Item 305 from the General 
Fund Budget p. 777 

Requested 1976-77 ........................................... ; ............................ .. 
Estimated 1915-76 .......................................................................... .. 
Actual' 1974--75 .................................................................................. . 

Requested increase $8,026,400(12.1 percent) 
Total recommended reduction ................................................... . 

1976-77 FUNDING BY ITEM AND SOURCE 
Item Description Fund 
305 

A. AFDe Administration General 
B. Administration of Special Adult 
. Programs General 

C. Food Stamp Administration General 
D. Emergency Payments 

Administration General 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

$74,500,500 
66,474,100 
Q6,949,223 

Pending 

Amount 

$52,296,100 

1,351,400 
20;253,000 

600,000 

Analysis 
page 

1. May Caseload Estimates. Withhold recommendation on 
appropriate dollar amount for Item 305 pending receipt 
and review of May 1976 subvention estimates~ 

624 

GENERAL PROGRAM STATEMENT 

Item 305 of the 1976-77 Budget Bill contains the General Fund appro
priation for the state's share of the costs which the 58 county welfare 
departments incur in making eligibility determinations and benefit .pay
ments in the AFDC and Food Stamp programs. State funds for the admin
istration of the small special benefit program for aged, blind and disabled 
recipients still operated by county welfare departments are also included 
in this item. Funds for county welfare department social service programs 
and for Medi-Cal eligibility determination programs are not included 
within this item. However, funds to cover the administrative expenditures 
of district attorneys' offices related to the AFDC child support collections 
program are included. Table 1 shows anticipated total administrative ex
.penditures.·and shar~ngratios for Item 305. 

ANALYSIS AND RECOMMENDATIONS 

We withhold recommendation on the appropriate dollar amount for 
Item 305 pending receipt and review of the May 1976 subvention esti
mates. 
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Table 1 
1976-77 Governor's Budget-Item 305 

County Administrative Costs and Sharing Ratios 

Total 
administrative 
expenditure:; Percentage of cost 

Programs (all funds) Federal State County 
1. AFDC 

a. County welfare departments ........................ .. 
b. District Attorneys-Child support .............. .. 

2. Food Stamps (nonwelfare cases only) .............. .. 
3. Adult Programs 

Administration of special benefits .................. .. 
. Administration of emergency loans .............. .. 
Total (All Funds) Item 305 .............................. .. 

$204,887,500 
31,533,600 
83,906,100 

1,351,000 
600,000 

$322,278,200 

50% 
75 
50 

25% 

25 

100 
100 

25% 
25 
25 

In April and May 1976, the Department of Benefit Payments will pre
pare updated county administrative cost estimates for 1976-77 based on 
the most recent administrative expenditure claims and workload data 
submitted by the counties. Upon completion of these updated estimates, 
the Department of Finance will submit a budget letter changing the 
amount of the request for Item 305. We will work closely with the depart
ment to review data and estimating methods. If this item is again to be a 
closed-ended appropriation used in conjunction with a cost control plan, 
it is important that the item be carefully budgeted and that the data and 
assumptions used to develop the appropriation be available for detailed 
review. 

The budget proposes an appropriation of $74,500,500 for Item 305 which 
is 12.1 percent, or $8,026,400 more than the amount the Governor's Budget 
estimates will be expended in the current year. The amount requested 
was derived based on the following assumptions. 

AFDC Program. First, 1976-77 estimates assume no growth in AFDC 
county welfare department workload because caseload is projected to 
remain essentially constant. 

Secondly, increases in salaries, benefits and operating expenses are ex
pected to average only 6.7 percent in 1976-77 on a statewide basis. 

Food Stamp PrograiJl. It is assumed that food stamp administrative 
costs will increase rapidly in the current year and in 1976-77 because of 
cost-of-living increases, and workload increases. Administrative cost per 
case, the basic unit used for estimating purposes, received a 9.98 percent 
cost-of-living increase for the current year to reflect actual increases in 
county salary and benefit costs. For 1976-77 the unit cost per case was 
increased an additional 6.7 percent to reflect anticipated county cost-of
living increases for employees. The Governor's Budget also anticipates 
significant workload increases in the current year and in 1976-77 resulting 
from the food stamp outreach program and normal program growth. The 
outreach effort is intended to make potential food stamp users aware of 
the program, thus increasing the applications workload and the workload 
for maintaining ongoing cases. Workload increases related to outreach are 
expected to increase administrative costs by $6.9 million this year and 
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$10.4 million in 1976-77, all funds. New federal mandates will require 
counties to have additional staff to concentrate on the improved manage
ment of the Food Stamp Program. 

In preparing the budget for the 1976-77 fiscal year, the Department bf 
Finance reduced the 1975-76 expenditure estimate by $2.4 million based 
on the assumption that the department's administrative cost control effort 
will reduce expenditures. For 1976-77 the Department of Finance as
sumed savings related to the administrative cost control effort would 
increase by an additional $500,000. Table 2 summarizes the major areas of 
anticipated growth in county administrative costs. 

Table 2 
1976-77 Governor's Budget-Item 305 

Estimated Changes in County Welfare Department 
Administrative Costs 

General Fund 
(millions) . 

1. 1975-76 Base .......................................................................................................................................... $66.4 
2. AFDC workload increases ................................................... ~............................................................ ~ 
3. AFDG-Salary/Benefit/Operating Expenses/Equipment increases ...................................... 3.3 
4. Transfer to Item 304(d): Uncollectable loans .......................................................... ,................... -1.3 
5. Food Stamp Salary/Benefit/Operating Expenses/Equipment increases .............................. 2.4 
6. Food Stamp Workload-{)utreach and'normal growth ........... ;.................................................. 4.1 
7. Federal mandate: improved management .... ;............................................................................... .3 
8. Other minor increases and offsets .................................................................................................. -.2 
9. Additional cost-control-plan savings................................................................................................ -.5 

1976-77 General Fund Request .......... :......................................................................................... f14.5 

A full discussion of problems related to the administration of the AFDC 
and food stamp programs at the county level and the issues related to 
administrative cost control are discussed as part of Item 290, Medi-Cal 
administration. 

Department of Benefit Payments 

LOCAL MANDATED COSTS 

Item 306 from the General 
Fund Budget p. 782 

Requested 1976-77 ......................................................................... . 
Estimated 1975-76 ........................................................................... . 
Actual 1974-75 ................................................................................. . 

Requested increase $96,836 (47.7 percent) 
Total recommended reduction ................................................... . 

$300,000 
203,164 
97,742 

None 
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GENERAL PROGRAM STATEMENT 

In January 1972, classified employees of locaJ school districts were cov
ered by unemployment insurance. School districts reimburse the Unem
ployment Insurance Fund for the actual cost of insurance benefits paid to 
classified staff when they become unemployed. Chapter 1012, Statutes of 
1973, and Chapter 1256, Statutes of 1975, (AB 91) increased weekly unem~ 
ployment insurance benefits from $75 to $104. 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
The increased benefits levels would increase local reimbursement costs 

except that Section 2231 (a) of the Revenue and Taxation Code requires 
the state to reimburse local school districts for additional costs resulting 
from state requirements imposed after January 1, 1973. 

DEPARTMENT OF CORRECTIONS 

Items 307- 311 from the General 
,Fund Budget p. 786 

Requested 197&-77 .......................................................................... $205,011,,442 
Estimated 1975-76............................................................................ 199,057,249 
Actual 1974-75 ............................... \ .......... :....................................... 178,919,131 

Requested increase $5,954,193 (3.0 percent) 
Increase to improve level of service $300,000 

Total recommended reduction .................................................... None 

1976-77 FUNDING BY ITEM AND SOURCE 
"Item 

307 
308 
309 
310 
311 

Description 
Departmental Operations 
Transportation of Prisoners 
Returning Fugitives from Justice 
Court Costs and County Charges 
Local Detention of Parolees 

Fund 
General 
General 
General 
General 
General 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

Amount 
$202,212,508 

200,000 
700,000 

1,598,934 
300,000 

$205,011,442 

AJialysis
page 

1. ~an Quentin Replacement or Reconstruction. Recom
mend population at San Quentin State Prision be reduced 
to 1,000 inmates, subject to adoption of recommendations 

631 

in capital outlay portion of this analysis. ' 
'2. Unallocated Redirection: Recommend identification of 

program reductions to effect savings equal to proposed 
transfer of $683,000 to the Department of Rehabilitation. 

637 
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GENERAL PROGRAM STATEMENT 

Items 307...,311 

The Department of Corrections, established in 1944 under theprovi
sions of Chapter 1, Title 7 (commencing with Section 5000) of the Penal 
Code, operates a system of correctional institutions for adult felons. and 
nonfelon narcotic addicts. It also provides supervision and treatment. of 
parolees released to the community to finish serving their prescribed 
terms, advises and assists other governmental agencies and citizens' 
groups in programs of crime prevention, criminal justice and rehabilita
tion. 

To carry out these functions, the department operates 12 major institu
tions, 18 camps, three community correctional centers and 60 parole units. 
The department estimates these· facilities and services will be used by 
approximately 20,870 adult felons and nonfelon drug addicts and 20,955 
parolees in 1976-77. 

ANALYSIS AND RECOMMENDATIONS 

. The total operations of this department, the term-setting boards and 
special items of expense from all funding sources are summarized in Table 
1. 

Fimding 
General Fund ..................................... . 
Correctional Industries 
. Revolving Fund ............................. . 

Inmate Welfare Fund ....................... . 
Federal Funds ...............................•... : 
Reimbursements ............................... . 

Table 1 
Budget Summary 

Estimated 
1975-76 

$199,057,249 

16,109,950 
5,069,990 

42,063 
3,129,241 

Proposed 
1976-77 

$205,Oll,442 

16,793,068 
4,470,137 

42,063 
1,878,975 

Total .................................................. $223,408,493 $228,465,685 
Program 

I. Reception and Diagnosis ............ $2,400,242 $2,444,977 
Man-years ........................................ 126 . 126 

II. Institution ........................................ $183,740,959 $188,443,243 
Man-years ........................................ 6,825.8 6,766.6 

III. Releasing Authorities.................... $2,839,556 $2,707,100 
Man-years ........................................ 84 76 

IV. Community Correctional ............ $24,684,987 $25,042,806 
Man-years ........................................ . 984.9 952.9· 

V. Administration (Undistributed) $6,943,815 $7,711,625 
Man-years .................................... ;... 242 239 

VI. Unallocated Redirection a.;.......... $-683,000 
VII. Special Items of Expense ............$2,798,934 $2,798,934 

Change from 
Current Year 

Amount Percent 
$5,954,193 3.0% 

683,1l8 
-329,853 

-1,250;266 

$5,057,192 

$44,735 

$4,702,284 
-59.2 

$-132,456 
-8 

$357,819 
-32 

$767,810 
-3 

$-683,000 

4.2 
-6.5 

-40.0 

2.3% 

1.9% 

2.6% 
-0.9 
-4.7% 
-9.5 

1.4% 
-3.2 
11.1% 

-1.2 

Total expenditure .......................... $223,408,493 $228,465,685 $5,057,192 2.3% 
Total man-years .............................. 8;262.7 8,Hio.5 -102.2 -L2 

• Reflects the retention of federal funds by the Department of Rehabilitation as discussed in this ~alysis. 

Although departmental expenditures from all funding sources listed in 
Table 1 are projected to increase by $5,057,192 (or 2.3 percent over the 
eurrent year), the proposed General Fund portion would increase by 
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$5,954,193 or 3.0 percent. This difference reflects a net" red1.lction of 
$897,001 or 3.7 percent in the other funding sources shown in Table 1. 

The increase of $683,118 or 4.2 percent in expenditures from the Correc
tional Industries Fund (also shown inTable 1) reflects merit salary adjust" 
meIlts and price increases. The reductibn in Inmate Welfare Fund . (IWF) 
exPenditures results primarily from population decline and the transfer of 
$160,000 of expenditures for inmate benefits to the General Fund pursuant 
to Chaptei382, Statutes of 1975. This enactment prohibits the use of IWF 
moities to finance ( 1) staff overtime for special entertainment events for 
inmates, (2) the purchase and repair of television sets and (3) the pur
chase of athletic and recreation uniforms and supplies. Chapter 382 appro
priated$l60,ooo for current year expenditures for such purposes and this 
leyelis proposed for 1976-77. . 

I. RECEPTION AND DIAGNOSIS PROGRAM 

Through four !eception centers, the department processes' four classes 
of persons: those committed to the department for diagnostic study prior 
to sentencing by the superior courts, those sentenced to a term of years, 
those returned because of parole violation and nonfelon addicts. . 

The department provides the courts a comprehensive diagnostic 
evaluation of and recommended sentence for convicted offenders await
ing sentencing. Newly committed felons or nonfelon addicts are a largely 
.unknown factor and there is a need to evaluate the individual for suitable 
program determinations and proper institutional assignment. The new 
felon commitments are received at reception centers located adjacent to 
and operated as part of regular penal institutions for males at Vacaville 
and Chino, for females at Frontera, and for nonfelon addicts at Corona. 

The proposed expenditure of $2,444,977 for this program is $44,735 or 1.9 
percent above estimated current-year. expenditures. The increase repre
sents nierit salary adjustments and price increases tb continue the existing 
program level. . ' 

II. INSTITUTION PROGRAM 

This program operates the department's 12 institutions, which range 
from minimum to m~imum security, including two medical-psychiatric 
institutions and a treatment center for narcotic' addicts under civil com
mitment. 

Major programs include 23 industrial manufacturing operations and 
seven agricultural enterprises which seek to reduce idleness and teach 
work habits and job skills, vocational training in various occupations, aca
de~c instruction,ranging,frbm literacy classes to college correspondence 
courses, imd group and individual counseling. The department will also 
operate 18 camps which will house an estimated 950 inmates during the 
budget year. These camp inmates perform various forest conservation, 
fire prevention and suppression functions in cooperation with the Division 
of Forestry. The institution program will provide for a projected average 
daily population of 20,870 inmates in the budget year, an increase of 45 
inmates over the current year. 

This program proposes an expenditure of $188,443,243, which is an in
crease of $4,702,284 or 2.6 percent over estimated current-year expendi-
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tures of$183,740,959. The budget year and current-year expenditures s~b
stantially exce.ed the 1974-75 fiscal year actual expenditures of $170,576,308 
even though the institution population is projected to decline from an 
average daily population of 24,636 in 1974-75 to 20,870 in the budget-year. 
This is'due to the factt-hat population reduction savings of approximately 
$2.8 million in 1975-76 and $3.2 millio~ in the budget year will be more 
than offset by price increases over .the two-year period for food, utilities 
and other operating costs, plus salary and staff benefit increases and other 
adjustments discussed separately in this analysis. ' 

Inmate Benefits 

As noted earlier, Chapter 382 provided for a shift of $160,000 'in Inmate 
Welfare Fund expenditures to the General Fund. This is one of the pro
gram changes resulting in increased General Fund costs even though 
there has been a significant reduction in institution population . 

. Training Academy 

The department proposes a General Fund expenditure of $333,999 for 
support of the regional training· academy which has been financ~d by a 
combination of state and federal funds through the Office of Criminal 
Justice Planning (OCJP). The academy provides initial and inservice 
training to employees of this department and the Department of the 
Youth Authority. Because OCJP funding is limited (generally to three 
fiscal years) , all future costs of this training center will be a' General Fund 
responsibility. The Department of the Youth Authority also will contrib
ute $324,118 for this purpose in the budget year. 

Retirement Costs 

The dep~tment anticipates costs of ~pproximately $800,000 in both the 
current and budget-years to cover the employer's contribution for indus
trial retirement benefits granted to designated employees by 19751egisla
tion. Recent actuarial data reveal that the existing employer contribution 
rate for these employees is too high, and Assembly Bill 2325 has been 
introduced to adjust it. The amounts proposed for the current and budget 
years are based on the enactment of AB 2325 or similar legislation. If such 
legislation is not enacted, this budget item would be underfunded by 
approximately $1 million. 

Inmate Pay Increases 

Another factor contributing to increased costs is, a proposed $100,000 
augmentation for inmate pay. Of the 8,500 inmates employed within the , 
institution (other than for Correctional Industries and the Inmate Welfare 
Fund) , 6,241 are paid an average of $152 per annum or $12.67 per month. 
The additional $100,000 would provide an average increase of 10.5 percent 
or $16 per year. This increase appears to be justified because of the price 
increases which affect the cost of items purchased by inmates froIn the 
prison canteens. 
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General Fund Support for Family Visiting Facilities 

The family visiting program, which, entails ,24-hour visiting of inmates 
with family members in private facilities, was initiated' in 1968 at the 
California Correctional Institution at Tehachapi. To implement the pro
gram, inmate labor and Inmate Welfare Fund (IWF) ~onies were used 
,to convert unused employee housing to suitable visiting' quarters. This 
program was subsequently expanded to all institutions through acquisition 
of.used house trailers and remodeling of unneeded offices arid other ac
qommodations using IWF resources and inmateJabor. The department 
proposes an expenditure of $300,000 from the General Fund to provide an 
additional 38 family visiting units. This proposed increase in the level, of 
service provided in this function represents the initial General Fund sup
port of the program. The money would provide an averge of approximate
ly three new units at each of the '12 institutions. 

The (}epartmEmt believes this program contributes to inmate welfare by 
reducing tensions within the institutions and by strengthening and retain
ing family ties which assist in the inmates' rehabilitation upon release. 
Tq.ere has been some evidence presented iIi the past which shows that 
iiunat~s having close visiting ties with family members perform better on 
parole. It is not certain whether this is due to the visiting program or 
whether the type of inmate who has t:egular and frequent use of visiting 
privileges would do well on parole regardless of such visits. 

'Because of the wide acceptance of this program and the need to,provide 
additional facilities to meet increased demand, we support this proposed 
increase in the level of service from the General fund. ' 

" 

Population Reduction Savings' 

The institution population projections for the current and budget years 
reflect substantial reductions (3,811 and 3,766, respectively, in the average 
daily institution population below the 1974-75 population total); In the 
proposed budget, the approximately $2.8 million in savings resulting from 
population reduction in the current year partially offsets pric«;l and other 
increases in the total expenditures. Item 292 of the Budget Act of 1975 
provides, ". . . that subject to approval by the Department ()f Finance, 
any reallocation of savings due to reduction in population, other than 
those resulting from decreased court commitments, shall be used to give 
primary emphasis to the development of transition programs in the com
munity for persons being released from prison." 

If theon-going parole program qualifies as atransilion to the commu
nity program within the meaning of this language, increase,d expenditures 
of approximately $3.5 million for paroles in the current year would appear 
to' comply with the requirements' of Item 292. H()wever,' if the Legis
lature's objective was to secure enriched community services over those 
provided routinely by parole supervision on a workload increase basis, the 
intent of the bridget language has not been implemented. 

Male Felon Institution Requirements 

We recommend that the population at San Quentin State Prison be 
reduced to 1,000 inmates in line with our recommendations to limit utiliza
tion of this prison andto provide replacement facilities as discussed in the 

22-8882.5 
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capital outlay portion of this analysis. 

lt~ms'307~n .' 

The average daily population for male felon institutions is projected at 
17,965 for the budget year. The, present rated capacity of male felon ihsti
hltions ~exclusive of the California Men's Colony, West Facility, which is 
presently closed) is 20,914. This represents a gross excess capacity of 2,949 
over the anticipated average daily populatiOIl (ADP). After providing a: 
5 percent operating vacancy factor to allow for inmates temporarily out 
to court and to provide for peaks in population fluctuation, there is a net 
capacity of 19,868 or an excess of 1,903 over projected ADP for the budget 
year. 

The department estimates that felon institution population will increase 
to 18,845 on June 30,1977, and to 19,370 on June 30,1978. On this basis, the 
net capacity available during the budget year would be sufficieIit toper
mit the closure of a major institution, but the projected increase byJune 
30,1978, would require a reopening of the facility during the 1977..,.78 fiscal 
year if the legislative policy agairist dOUble ceIling is to be followed: 

The department's projected increase in ADPis based primarily onthe 
estimated impact of Chapters 1004 arid 1087, Statutes of 1975, which pro
hibit the granting of probation under specified circumstances. 'If the com
mitnientsrelating to these recefttenactments do not reachthe anticipated 
level, the net excess capacity will be significantly greater than currently 
projected.' ' , ' 

'In order to avoid closing an institution, which would have to 'be 
reopened within a year, resulting in added expense of transferring' 
employees and inmates to other facilities and possible loss of experienced 
personnel, the department plans to close living units within all male felon 
institutions during the current and budget years. These units would then 
be reopened as the population increases. 
" Oui-recommendation provides for reducing the inmate populatiOJ,lat 

San Quentin to 1,000 and transferring the remaining 1,191 inmates budget
edfor,this institution to other iQ.stitutions. This would permit substantially 
the same housing flex~bility as the department's proposal, possibly provide 
some savings in the support budget, and also provide for the eventual 
replacement or reconstruction of San Quentin State Prison. 

New Positions 

A total of 62.5 new positions with a salary cost of $902,493 are proposed 
for the institution program. These positions, listed on pages 798 and 7~ 
of the Governor's Budget, can be grouped into six categories as follows: 

a.6 teachers to replace, a like, number of positions currently emploYeq. 
under contract with local school districts. ' 

b. 4.5 positions for the regional training center previously provided:by 
con,tractual serviCes and reimbursed by federal funds. This request 
merely authorizes the establishment of the positions and does riot 
increase the program level. 

c. L6clerical positions previously provided under operating expenses 
which have been reduced to reflect this change. 

d.' ~~t8 positions for the opening of additional housing units at theiCali-
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fornia Rehabilitation Center. This instittinon provides housing and 
treatment for nonfelon narcotic adqicts. The positions are requested 
under previously approved workload formulas to staff two additional 
male and one additional female living units which are needed on the 

.' basis of projected increases in the nonfelon addict population. Nar
cotic addicts who have committed felonies may be committed to this 
program by the courts after being convicted but not sentenced on 
the felony charge when it is determined that the felony was related 
to the narcotic habit. Narcotic addicts may also be committed volun
tarily for treatment without being convicted of a felony. 

e. 7 technical and clerical positions for workload increases attributable 
to the California Supreme Court decision in Gee vs. Brown, which is 
discussed in the Releasing Authorities program section of this analy
sis. 

f. 28.6 temporary help positions for variOus functions which were abol
ished under the provisions of Section 20, Budget Act of 1975. Section 
20 requires abolition of positions continuously vacant from October 

,,1,1974 to July 1, 1975. A number of the positions classified as tempo
rary help were never filled because the department used the funds 
to provide the services required on an overtime or extra shift basis. 
The other positions were not filled because of recruitment problems 
and the funds were used to provide required services on a contractual 
basis. 

On the total 62.5 new positions, only the 26.3 positions (representing 
$401,122 of the total cost) requested (1) for the training center, (2) for 
openiq.g:additional housing units for nonfelort addicts and (3) for the Gee 
vs" prown decision workload, represent additional staff over the current 
level. 

III. RELEASING Al!THORITIES 

This program includes the activities of the Adult Authority and the 
Women's Board of Terms and Parole relating to adult felons and the 
Narcotic Addict Evaluation Authority which relates to civilly committed 
narcotic addicts. The function of these boards is to fix and reset as required 
the terms to be served within the institutions and on parole. They may 
grant parole and order suspension or revocation of parole as authorized 
by law. The Adult Authority is assisted in case hearings by hearing repre
sentatives who serv~ on two-man panels with board members or separate
ly. 

In 1972, the U.S. Supreme Court in the case of Morrissey vs; Brewer 
prOvided that paroling authorities must follow speCified minimum due 
pr()cess and procedural requirements when ordering parole revocations. 
Included in these minimu.m requirements are prerevocation and revoca
tionhearings. The prerevocation hearing must be held in the parolee's 
community and afford him an opportunity to present evidence in his own 
behalf. The hearing is 'conducted by hearing representatives or other 
designees of the parole boards. If there is a finding of probable cause to 
revoke parole, the parolee is incarcerated at a. departmental reception 
center pending a final hearing on revocation at whIch the parolee' must 
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be provided another opportunity to. present his case. In 1973 the U.S. 
Supreme Court in Gagnon· vs. Scarpelli also mandated that paroling au
thorities returning teohnical parole violators must provide cOllnsel for 
indigent parolees upon request. This r"uling has increased the length and 
complexity of parole revocation hearings. 

In addition, California Supreme Court decisions including In re Sturm, 
In re Prewitt,ln re LaCroix, and In re Valn'e have required the parole 
boards to prepare written reasons for denying parole and to hold special 
additional hearings prior to placing parolees in custody after their arrest 
for additional crimes to determine if parole is to be revoked. 

New Court Decisions Increase Costs 

In the case of Gee vs. Brown, the California Supreme Court granted 
state prison inmates a limited right to legal representation at parole board 
hearings at which a previously set parole date maybe rescinded. Seven 
additional positions at a cost of $277,754 are requested in the institution 
program and 2 new hearing represeIltatives and 1 seIlior stenographer for 
this program at a salary cost of $59,812 to: 

1. Review all inmate disciplinary cases to be heard inthe institutions to 
determine which would require the presence of an attorney, 

2. Ascertain whether the inmate wishes to waive his right to have an 
attorney present, and 

3. Schedule and participate in parole board hearings at which attorneys 
will be present. . 

Additionally, the California Supreme Court in the matter of In re 
Rodriguezheld that a primary sentence must be set for all inmates propor
tionate to the inmate's culpability for his crime. Consequently, all inmates 
who have served more than the usual length of time. in prison for an 
offense must be given a hearing to set a primary term. These decisions will 
increase costs by $134,310 in the budget year for eight temporary hearing 
representatives. 

Fluctuation in Parole Releases 

In recent years there have been two dramatic shifts in Adult Authority 
policies relative to the release of inmates to parole supervision in the 
community. The first change occurred in 1972 when the release policy 
became more restrictive and contributed to a substaIltial increase in insti-
tution population. . 

From 1965 to 1972, the number of male felon inmates released to parole 
averaged 7,424 per year, ranging from a low of 6,02lin 1968 to a high of 
9,489 in 1971. From mid-1972 through 1974, the Adult Authority's more 
restrictive policies relating to the setting of parole dates and parole. re
leases resulted in a decline in male felon releases to 4,899 in 1973 and to 
4,717 in 1974. 

In 1975, this trend reversed, largely as a consequence of three factors: 
1. Adoption of more liberal parole release policies of the Adult Author

. ity. 
2 .. A larger institution population from which paroles could be granted 

-a result of population build-up during the period mid-1972 through 
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1974 when the r.elease policy was more restrictive. 
3. The impact of recent court decisions which placed limits on the term 

of incarceration (Rodriquez decision) and granted inmates a limited 
right to legal counsel at- hearings to rescind previously set parole dates 
for disciplinary reasons (Gee decision). 

As a result, 10,578 male felons were released to parole during 1975, of 
which 7,949 were paroled during the last six months. 

It is anticipated that the release rate will normalize as the backlog of 
inmates held in prison by the more restrictive policies of the 1972 through 
1974 period have been released. The new yearly release rate may exceed 
the rate prior to 1972 due to the impact of the Gee and Rodriquez deci
sions. The Rodriquez decision may shorten the average period of incarcer
ation of certain inmates, and the Gee decision may reduce the number of 
previously granted parole dates which are rescinded. 

Impact of Increased Releases on Crime 

The substantial increase in the number of inmates released to parole 
probably will result in an increase in the crime rate. From 1965 through 
1972, the rate of parolees returned with new felony commitments aver
aged 10 percent by the end of the second year of parole. On this basis, the 
4,717 male felons released to parole during 1974 would result in a return 
of '472 for new felony convictions during the specified period, compared 
to the approximately 1,058 which can be expected to be returned for that 
reason from the 10,578 releases in 1975. .. 

Parole Returns 

Along with the substantial fluctuation in the number of male felons 
released to parole, there also has been considerable variation in the num
ber of parolees returned to prison for parole violations, particularly in 
those returns not involving new court commitments. This group declined 
from a return rate of approximately 575 parolees per quarter at the begin
ning of 1968 to a low of less than 300 in the last quarter of 1971. In 1972 
and the first half of 1973, the nuniber.returned.per quarter steadily in
creased to 620 in the second quarter of 1973. These returns declined to 200 
in the first quarter, 280 in the second, and 175 in the third quarter of 1975. 

The dramatic increase in these parole returns in 1912 and the first half 
of 1973 is due partly to an increase in the total parole population which 
was caused by the larger than average number of paroles granted from 
1969 through 1971. However, a more significant factor was the change in 
parole recision policies of. the Adult Authority in 1972. The substantial 
quarterly decline in parole returns without new commitments commenc
ing in 1973 and continuing through 1975 reflects: 

1. More lenient parole return decisions by the Adult Authority. 
2. The impact of court decisions guaranteeing the parolees' rights to 

counsel, to confront adverse witnesses and to present evidence in 
their own behalf. 
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IV. COMMUNITY CORRECTIONAL PROGRAM 

The community correctional program includes conventional and spe
cialized parole supervision, operation of community correctional centers, 
outpatient psychiatric services, anti-p.arcotic testing and cominunity re
source development. The program goal is to provide community supervi
sion, support and services to parolees to assist them in achieving successful 
parole adjustment. 

Total expenditures of $25,042,806 are requested for this program in the 
budget year, consisting of $24,814,638 in state General Funds and $228,168 
in reimbursements. The proposed General Fund expenditure represents 
an increase of $1,167,436 or 4.9 percent over the current year resulting 
from parole population and price increases, merit salary adjustments and 
a reduction in federal reimbursements related to the Sacramento Com
munity Correctional Center. 

Proposed Workload Positions 

A total.of 47 parole pOSitions at a salary cost of $809,325 are requested 
on the basis of approved workload formulas to handle parole population 
increases. An additional 1.2 positions at a salary cost of $18,043 are 
pr~posed to restore previously approved workload positions deleted un
der the provisions of Section 20, Budget Act of 1975. 

Closure of Vinewood Community Correctional Center 

The department plans to close the Vinewood Center for female nonfel
on addicts as an uneconomical operation and transfer the population (ap
proximately 25 persons) to another community center along with a 
portion of the staff. The resulting savings will be utilized to support the 
female parolees at their new location and expand other community pro
grams for parolees. 

V. ADMINISTRATION 

The administration program includes' centralized administration at the 
departmental level headed by the director. It provides program coordina
tion and support services to the institutional and parole operations. Each 
institutipn is headed by a warden or superintendent and its own admin
strative staff. Institutional operations are divided into custody and treat
ment functions, each headed by a deputy warden or deputy 
superintendent. The parole operation is administratively headed by a 
chief parole agent assisted by centralized headquarters staff. The state is 
divided into 5 parole regions, each directed by a parole administrator. The 
parole function is subdivided into districts and parole units. 

The support requirements for administration (not prorated to other 
programs) are estimated at 239 man-years and $7,711,625, which includes. 
a General Fund appropriation of $7,331,227 and reimbursements of $380,-
398. The increase of $767,810 or 11.1 percent over the current year repre
sents merit salary adjustments, price increases, full-year operating costs of 
the regional training academy (formerly funded with federal funds) and 
other minor adjustments. 
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VI. UNALLOCATED REDIRECTION 

We recommend that the Department o[Corrections identify thepro~ 
grarp reductions which must be made to accomplish the proposed transfer 
of $683,000 from this agency to the Department of Rehab11itatioIi. 

In 1971 federal funds became available through the Department of 
Rehai>ilitation for support of public offender programs. The prior admin
stration choose to apply a portion of such funds to offset partially previous
ly established General Fund supported programs in the Department of 
Corrections and thereby reduce General Fund expenditUres. "The Gover
nor's Budget proposes to return these funds, totaling $683,000, to the 
Department of Rehabilitation to expand programs for physically disabled 
persons. We are not opposed to the transfer, but since the Governor's 
Budget does not replace these furids with General Fund monies to fully 
finance the Department of Corrections' programs we believe the $683,000 
reduction must be identified. " 

VII. SPECIAL ITEMS OF EXPENSE 

Items 308-:-311 provide reimbursements to the cpunties for expenses 
relating to transportation of prisoners and parole violators, returning fugi
tives from justice from outside the state, court costs and other charges 
relat:edto trials of inmates and local detention costs of state parolees held 
on state orders. Thesereimburseinents are made by the State Controller 
on the basis of claims filed by th~ counties in accordance with law. 

The Governor's Budget proposes continuation of the current year's 
estimated expenditure level. 

DEPARTMENT OF THE YOUTH AUTHORITY 

Items 312--318 from the General 
Fund - Budget p. IS06 

Requested 1916-77 ..............................•......................................... .'. $112,026,378 
Estimated 1975-76 ................................... ;........................................ 110;139,336 
Actual 1974-,75 ........................... ; ............. ;, ........ :.............................. 98,986,817 

Requested increase $1,887,042 (1.7 percent) 
Total-recomm~nded reduction -............................................... ..... $55,060 

197&-77 FUNDING BY ITEM AND SOURCE 
Item DeSCription Fund Amount 
312 Department support General $87,836,698 _ 
313 Transportation of persons committed General -43,540 
314 Maintenance and operation of county ju- General 3,825,840 

veIlile homes and camps 
315 Construction of county juvenile homes General 400,000 

and camps -
316 County delinquency prevention com- General 33,300 

missions-administrative expenses 
317 County delinquency prevention com- General 200,000 

missions-research and training grants 
318 Assistance to _ county special probation General 19,687,000 

supervision programs 
$112,026,378 
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SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. Transfer of Funds. Recommend identification of program 
. reductions to effect. savings equal to proposed transfer of 
$623,770 to the Department of Rehabilitation. 

2. Funding Level. Recommendation withheld pending May 
revision of population estimate. 

3. Staff Benefits. Reduce $21/X){) (Item 312). Recommend 
reduction to reflect more accurate estimate of benefit costs 
for new positions. 

4. Psychiatric Services. Reduce $34,060 (Item 312). Recom
mend elimination of contract psychiatric services. 

GENERAL PROGRAM STATEMENT 

Analysis 
page 

643 

643 

644 

644 

The responsibility of the Youth Authority Board and the Department of 
the Youth Authority as stated in the Welfare and Institutions Code, is 
". . . to protect society more effectively by substituting for retributive 
punishment, methods of training and treatment directed toward the cor
rec~on and rehabilitation of young persons found guilty of public of
fenses." The board arid the department have attempted to carry out this 
mandate through the program areas discussed below. 

Youth Authority Board 

The Youth Authority Board, consisting of eight members, is charged 
with personally interviewing, evaluating and recommending a treatment. 
program for each offender committed to the department. It also sets terms 
of incarceration and is the paroling authority for all such wards. 

Administration 

The administration program consists of (1) the department director and 
his immediate staff, who provide overall leadership, policy determination 
and program management; and (2)- a support services element, which 
provides staff services for fiscal management, management analysis, data 
processing, and facility construction, maintenance and' safety. 

CommunitY Services 

The community services program provides direct staff services to local 
public and private agencies and administers state grants to subsidize cer
tain local programs relating to delinquency and rehabilitation. Program 
elements are as follows. 

SerVices to Public and Private Agencies 

. The department is required by law to establish minimum standards of 
operation and make compliance inspections of special probation services 
which receive state subsidies and county-operated juvenile halls, ranches, 
camps and homes and, in some cases, jails in which juveniles are incar
cerated. The department is also authorized to assist in the improvement 
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of local juvenile enforcement, rehabilitation, and delinquency preventiori 
programs by providing training and consultation services to local agencies. 

Financial Assistance 

The department administers state subsidies to local government (Qr 
construction, maintenance and operation of ranches, camps, and· homes 
for delinquents, special probation programs, and delinquency prevention 
programs. State support, which is intended to encourage the development 
of these local programs, is based on the belief that local treatment of 
delinquents is more desirable, if not more effective, than incarceration in 
state facilities. Treatment in the community or in locally operated institu
tions retains the ward in his normal home and community environment 
or at least closer to such influences than may be the case with incarcera
tion in state facilities. 

Delinquency Prevention Assistance 

The department provides staff services to disseminate information on 
delinquency and its possible causes; to encourage support of citizens, local 
governments, and private agencies in implementing and maintaining de
linquency prevention and rehabilitation programs; and to conduct studies 
of local probation departments. 

Rehabilitation Services 

The rehabilitation services program, which is administered by a deputy 
director and supporting staff in Sacramento, is geographically divided on 
a north~south regional basis. Each region is directed by an administrator 
who is responsible for all institutional and parole functions within his 
region. This organizational structure was established as a means of provid
ing a continuum of treatment and reducing artificial barriers created by 
separate and distinct institutj.on and parole functions. . ' 

The program consists of eight institutions, three reception centers, and 
five forestry camps that will house an estinlated average daily population 
of 5,041 wards, plus a community parole caseload program involving 7,431 
wards for a projected total daily average population of 12,472 wards in 
fiscal year 1976-77 (Tablel). The department estimates it will handle a 
daily average of 214 additional institutional wards but 322 fewer parolees 
in 1976-77 than in the current year. . 

The wards generally come from broken homes, below average econom
ic status and substandard residential areas. They are usually academically 
retarded, lack educational motivation, have poor work and study habits, 
and have few employable skills. Sixty-three percent have reading compre
hension levels three or more years below their age-grade expectancy and 
85 percent are Similarly deficient in math achievement levels. Many also 
have-psychological disorders or anti-social behavior patterns. 

Diagnosis 

All wards received by the Department of the Youth AuthOrity undergo 
a diagnosis procedure at one of three departmental reception c;enters, 
which includes interviews, psychological and educational testing, and 
medical and dental examinations. Based on this information, staff develops 
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Table 1 

Items. 312-3.1~ 

Average Daily Population of Youth Authority Wards 

1974-75 
Reception centers ...................................................................... «15 
Facilities for males ...................•.................................................. 3,660 
Facilities· for females .................................................................. 179 

Subtotal (Institutions) ............................................................ 4,514 
Change from prior year ........................................................ . 

Parole caseload ................................................. ........................... ·8,327 
Change from prior year ...................................................... .. 

Total Wards .......................................................................... 12,841 

1975-76 
660 

3,977 
190 

4,827 
+313 
7,753 
-574 

12,580 

1976-77 
660 

4,191 
190 

5,041. 
+214 
7,431 
-322 

12,472 

recommendations to assist the Youth Authority Board in determining 
institutional assignments and treatment programs for the individual 
wards. . 

Care and Control 

Residential care in camps and. institutions provides housing, feeding, 
clothing, medical and dental services, while parole supervision in the 
commuhity provides required surveillance and control to assist in rehahili
tating the ward and protecting the community. 

Treatment 

Treatment includes counseling;religious services, recreation, psychiat
ric services, academic and vocational training in the institutions and pO/lt
release treatment in the community~ These services are designed to meet 
the needs of the wards committed as an aid to their rehabilitation. 

Research 

The research program provides the evaluation and feedback to manage
ment necessary to· determine those programs which are effective· and 
should be continued, those that show promise and should .be reinforced 
and those that should be discontinued. It also provides estimates of future 
institutional and parole caseloads for budgeting and capital outlay pur
poses, and collects information on the principal decision points in 'the 
movement of wards through the department's rehabilitation program 
from the time of initial referral to final discharge. 

ANALYSIS AND RECOMMENDATIONS 

The departmental programs, as proposed in the Governor's Budget, 
represent a net General Fund cost of $112,026,378 and 3,884.3 man-years 
of effort. Additionally, the department anticipates budget-year reimburse
ments amounting to $5,860,803 and federal grants totaling $259,140 for a 
total expenditure program of $118,146,32I. 

Table 2 summarizes the budget request, showing sources of funding by 
category, expenditure levels by program area, and proposed dollar and 
position changes. It .should be noted that the comparisons between the 
current and budget years do not realistically portray support needs in that 
costs associated with projected population increases which have been 
acknowledged in the' current year are not funded in the budget year. As 
discussed later, this budgeting technique materially understates 1976-77 
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support costs of the department. 
Table 2 

Budget Summary 

Change from 
Current Year Current 

Year Proposed 

$112,026,378 
5,860,803 

259,140 

Amount Percent 
Funding 

General Fund ................... . 
Reirtlbursements ............... . 
Federal Funds .................. .. 

Totals: ...................................... . 

Programs 

$110,139,336 
10,170,951 

491,578 

$120,801,865 $118,146,321 

+1,887,042 
-4,310,148 

-232,438 

$-2,655,544 

Youth Authority Board.... $1,207,053 $1,328,767 $+121,714 
Man~years .............. :......... 32.5 37 +4.5 

Administration .................. $4,749,897 $4,873,058 $+ 123,161 
Man-years........................ 177.2 172.2 -5.0 

Community Services........ $27,591,160 $26,129,533 $-1,461,627 
Man-years........................ 59.8 58.8 -1.0 

Rehabilitation Services .... $85,043,860 $84,886,503 $ -157,357 
Man-years........................ 3,589.1 3,548 -41.1 

Research .............................. $2,209,895 $1,552,230 $-657,665 
Man-years........................ 84.5 68.3 -16.2 

Unallocated Redirection a .. $-623,770 $-623,770 

+1.7% 
-42.4 
-47.3 

-2.2% 

+10.1% 
+13.8 
+2.6 
...,2.8 
-5.3 
-1.7 
-0.2 
-1.1 

-29.8 
..;..19.2 

Totals........................................ $120,801,865 $118,146,321 $-2,655,544 -2.2% 
Man-years........................ 3,943.1 3,884.3 -58.8 ~1.5 

a Reflects the retention of federal funds by the Department of Rehabilitation as discussed in this analysis. 

Budget Anticipates Reduced Retirement CQsts 

The current employer contribution rate for members of the "industrial" 
category of the Public Employees' Retirement System (i.e., noncustody 
employees) is 16.90 percent. This rate has been actuarially determined to 
be too high, and legislation (AB 2325) is currently pending to reduce it by 
2.86 percent. The department's budget is based on the assumption that the 
lower rate will become law. If AB 2325 or a similar bill is not enacted, 
departmental costs will increase by about $342,000 in the budget year. 

Court Decisions Increase Costs 

The department proposes to add $866,335 and 48 positions to comply 
with court decisions affecting due process procedures for wards and pa
rolees. These decisions and the costs of compliance are discussed below. 

In Wolff vs. McDonnell, the U.S. Supreme Court specified procedural 
due process standards for residents of correctional institutions who are 
subject to disciplinary actions. The decision established the following re
quirements for determining misconduct. 

1. Advance written notice of charges must b~ given to the accused. 
2. The accused shall be allowed to call witnesses and present evidence. 
3. Substitute counsel should be provided in some cases. 
4. The fact finder must be impartial. 
5. The fact finder must make a written statement as to the· evidence 

relied on and reasons for the disciplinary actions. 
The budget contains $480,400 and 31 man-years (22 parole agents and 
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rune clerical positions) to implement these provisions. 

Items 31W18··· 

Court decisions in re Olson and re Dennis Love authorized inmates and 
parolees to review their files maintained by the department. The budget 
contains $5,000 for temporary help to comply with this decision. 

In Gee vs. Brown, the California Supreme Court required higher "due 
process" standards for institutional residents who, having been referred to 
parole, are subsequently accused of a rule or law violation which may 
result in the rescinding of referral to parole. The budget contains $61,038 
and three positions for determining whether wards should be represented 
by counsel during the factfinding and disposition hearings in these cases. 

In re LaCroix and re Valrie, the California Supreme Court found that 
pending criminal proceedings do not constitute probable cause for a parol
ing authority (the Youth Authority Board) to detain a parolee without 
conducting a timely pre-revocation proceeding. The budget contains 
$319,897 and 13 positions to conduct the hearings required by these two 
decisions. 

Other Program Changes . 

Dental Care. The department requests $51,731 to add one dentist and 
one dental assistant at DeWitt Nelson Training Center. This center, which 
provides pre-camp training for all wards scheduled to be transferred to 
the five Youth Conservation camps, is currently staffed with a half-time 
dentist and half-time dental assistant who are unable to perform all re
quired dental work on the pre-camp and other wards. The additional 
dental staffing should improve the dental care level of wards released 
directly to parole and insure that ward~ transferred to the camps are in 
good dental health, thereby reducing the need for transporting them from 
camp to a Youth Authority institution for dental work. 

Camp Teachers. The budget contains $104,133 to continue support for 
a teacher at each of the five camps. Until September 1974, the camp 
teacher positions were funded by Title 1 of the Elementary and Secondary 
Education Act (ESEA). However, this was determined to be inappropri
ate because Title 1 ESEA funds are intended to supplement, rather than 
fully support, state programs. From September 1974 until August 1976, the 
positions will be funded from the Governor's 4 percent discretionary funds 
under the Comprehensive Employment Act (CETA). However, the Em
ployment Development Department, which administers CET A, has in
dicated that these funds will not be available after August 31, 1976. The 
$104,133 will support these positions f()r the remainder of fiscal year 1976-
77. 

Camp Supervisors. The budget also contains $63,025 to provide a sec~ 
ond group supervisor during the 11 p.m. to 7 a.m. shift at each of the four 
camps which now have only one· group supervisor on duty during that 
time. The fifth camp, Oak Glen, is presently staffed at the level requested 
for the other camps. 

Ward Pay. The department requests $14,500 to increase ward pay by 
an average of 6.7 percent. Under this program, older and more sophisti
cated wards are paid 4 cents to 12 cents per hour for work relating. to 
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institutional operations. 
More Staff for Youth Training School .. · Funds are included to provide 

increased parole agents and an in-house psychiatric capability at the Youth 
Training School (YTS). Presently, YTS has one parole agent for each one 
hundred general population wards. The budget proposes sixteen and one
half man-years at a cost of $201,562 to provide a 50 to 1 ward/parole agent 
ratio. The proposed ratio is the same as that used at other Youth Authority 
institutions; Seven additional positions costing $156,601 are proposed for 
psychiatric services at YTS. The YTS psychiatric program is discussed later 
in this analysis. 

Transfer of Federal Funds Requires Unspecified Program Cuts 

We recommend that the Department of the Youth Authority identify 
the program reductions which must be made to accomplish the proposed 
transfer of $623,770 from this agency to the Department of Rehabilitation. 

In 1971 federal funds became available through· the Department' of 
Rehabilitation for support of programs for treating disabled offenders. The' 
previous administration chose t,o transfer a portion of those funds to the 
Youth Authority to offset some of the costs of previously established Gen
eral Fund programs and thereby reduced General Fund expenditures. 
The last item in Table 2, "Unallocated Redirection," ideritifies these fed
er31 funds (totaling $623,770) which, in the budget year, will be retained 
by the Department of Rehabilitation to expand its programs for severely 
handicapped persons. No provision is made to replace these funds with 
General Fund monies. Thus, unspecified Y olith Authority programs will 
have to be reduced to compensate for this funding loss. 

Institutional Population Underbudgeted 

We withhold recommendation on the Youth Authority support budget 
pending the May revision of the population estimate. 

As reflected in the Governor's Budget, the department has increased its 
estimate of current-year program requirements by $1,040,888 and 64.8 
man-years over the originally budgeted level as a result ·of population 
increases. However, corresponding adjustments have not been extended 
to the budget year, even though the 197&-77 institutional population esti
mate·reflected in the budget narrative shows a further increase. 

The administration recognizes that present and projected population 
levels will necessitate higher budgetary support if present policies remain 
unchanged. However, the budget states that the department will examine' 
institutional length of stay with the view of reducing commitment time 
as an alternative to providing additional General Fund support. We find 
this pOSition a possible change in policy which is inconsistent with the 
department's experience with wards presently committed as described on 
page 808 of the Governor's Budget: 

"The prior offense records of youth currently being committed . . . 
are more extensive than previously .... There has been a marked in
crease in violent behavior by Youth Authority wards in institutions. . . . 
As a result of the screening process resulting from improved probation 
resources, the Youth Authority is receiving older, more criminallyex
perienced, difficult youths requiring longer periods of institutional and 
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parole treatment and supervision. The Youth Authority Board has in
creased length of stay from an average of8.6 months in 1961 tol2.3 months 
in 1974." (Italics added). 

In view of these statements, we believe it wouldbe unwise for budget
ary pressure to influence the Youth Authority Board to shorten lengths of 
stay. The board must consider many factors, including the need to protect 
the public from further criminal acts, when establishing periods of incarc
eration. For these reasons, we withhold recommendation on the depart
ment's institutional support needs pending the May revision. Support is 
underbudgeted by approximately $2.5 million on the basis of population 
estimates contained in the Governor's Budget. 

Staff Benefits Overbudgeted 

We recommend a reduction of$21,000 to reflect more accurate estimate 
of benefit costs for new positions (Item 312). 

The department's budget request for new positions includes $220,174 for 
staff benefits. This amount, which is based on a percentage of payroll, 
provides funds for the state's share of the costs of retirement benefits, 
social security, unemployment and workers' compensation benefits and 
health benefits. The health benefits component was budgeted at 6.23 
percent of payroll. In conjunction with the department, we have reviewed 
this component and find that it approximates 3.6 percent rather than 6.23 
percent of payroll. The difference, when applied to payroll costs for the 
new positions, amounts to approximately $21,000. 

Psychiatric Services-Youth Training School 

We recommend a reduction of $34/)60 to eliminate contract psychiatn'c 
services for wards at the Youth Training School (YTS) (Item 312). 

Presently, ITS does not have an in-house psychiatric staff. A minimal 
level of psychiatric service is provided by one consulting psychiatrist and 
one consulting psychologist on a part-time basis. Costs of these .services 
were $47,276 in 1974-75 and are estimated at $32;750 for 1975-76. The sum 
of $34,060 is requested to continue these services in the budget year. 

In addition to these part-time consultants, the budget also proposes to 
add one psychiatrist, two staff psychologists, two psychiatric social workers 
and two stenographers to the ITS staff ata General Fund cost of $156,601. 
While we believe that the in-house psychiatric program would provide a 
desirable improvement in the level of such services, it should offset the 
need to continue the consulting psychiatric services. We therefore recom
mend elimination of the consulting contracts for a General Fund savings 
of $34,060. 
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CAlIFORNIAcHEALTH FACILITIES COMMISSION, 

Item 319 from the California 
Health FacilitiesC()mmission 
Fund Budget p. 824 

Requested 197&-77 ......................................................................... . 
Estimated 1975-76 ........................................................................... . 
Actual 1974-75 ................ ~ ....................................................... ;; ....... . 

llequested increase $107,211 (11.2 percent) 
Total recommended· reduction ................................................... . 

GENERAL PROGRAM STATEMENT 

$1,062,939 
9q5;728 
507;083 

None 

The California Health Facilities Commission was created by Chapter 
1171, Statutes of 1974, which renamed the California Hospital Disclosure 
Act, the California Health Facilities Disclosure Act. This act includes 
provisions related to skilled nursing and intermediate care facilities in 
addition to those for the hospitals. The commission is responsible for (1) 
the preparation of a uniform accounting and reporting system forhospi
tals, and skilled nursing and intermediate care facilities; and (2) the provi
sion. of other accoun):ing services to· improve the efficiency and 
effectiveness of services provided by these facilities. The act provides that 
the commission is to be supported through fees levied against all facilities 
which are deposited in the California Health Facilities Commission Fund . 

. In addition, as a secondary objective to the uniform accounting and 
reporting program, Chapter 1072, Statutes of 1973, required the commis
siqn Jo prepare· and submit a proposal for a state health facility economic 
stabilization program to the Legislature before July 1, 1975. This proposal 
was submitted to the Legislature on March 29, 1975. . 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 
The budget proposes anappropriatibn of$I,062,939 from the California 

Health Facilities Commission Fund for support of the commission during 
the 1976-77 fiscal year which is an increase of $107,211, or 11.2 percent, 
overestimated current year expenditures. Total expenditures, all funds, 
are estimated to increase by $52,211, or 5.2 percent, in 1976-77, as shown 
inTable 1. . . 

The federal funds shown for the 1974-75 and 1975-76 fiscal years are 
£rom a contract with the' Department of Health, Education and Welfare 
(:DHEW) requiring the development of specified hospital care statistics. 
These funds enabled acceleration and augmentation of this activity. al
ready required by state Jaw~ This project will be completed during the 
current year thereby eliminating the source of federal funds for the 
budget year. The commission is currently seeking to obtain another con
tract with DHEW for a pilot project involving rate setting for hospitals 
and/ or skilled nursing and intermediate care facilities. 
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CALIFORNIA· HEALTH FACILITIES COMMISSION-Continued 

Table 1 
California Health Facilities Commission 

Estimated Expenditures and Source of Funds 
1974-75 through 1976-77 

E~timated Expenditures 
Uniform accounting and reporting: 

Actual 
1974-75 

Hospitals .............................................................. $588,446 
Skilled nursing and intermediate care 

facilities ........... ; ........... ; .................................. .. 
Economic stabilization program ....... " ..... ,...33,805 

Total Expenditures ...................................... $622,266 

Source of Funds 
California Health Facilities Commission 

Fund ............ ; ....... : ............. ;; ............. ,.............. $507,083 
Federal funds .................................................... $115,183 

Uniform Accounting and Reporting Program 

Estimated 
197~76 

$709,688 

301,040 

$1,010,728 

$955,728 
$55,000 

Item 319 . 

. Proposed. 
1976-77 

$690,910 

372,029 . 

$1,062,939 

$1,062,939 

The basic . .objectIve .of the Calif.ornia Health Facilities C.ommissi.on is. t.o 
devel.oP and administer the implementati.on .of regulati.ons reqlliring a 
unif.orm system .of acc.ounting and financial and statistical rep.ortingf.orall 
h.ospitals and skilled nursing and intermediate care facilities in California. 
The c.ommissi.on'c.ontracted with a private acc.ounting fiim f.or devel.oP
ment .of an accounting and rep.orting manual f.or h.ospitals during the 
1973-74 fis'cal year which was .officially ad.opted N.ovember 14, 1973. C.opies 
were distributed t.o all h.ospitals and, UP.on c.ompleti.on .offiscal years .on .or 
after June 30,1975, all h.ospitals are required t()submit prescribed reports 
t.o the c.ommissi.on. The same type .of system f.or skilled nursing an<;l inter
mediate care facilities is being devel.oped during the current year f.or use 
.on .or after July 1, 1976. Theref.ore, funds appr.opriated in the budget year 
will be used t.o (1) pr.ocess the first annual financial rep.orts fr.om all 
h.ospitals which sh.ould be receiyed byN.ovember 1976, (2) .c.omplete the 
devel.opment phase f.or regulati.ons and the acc.ounting and rep.orting 
manual f.or skilled nursing and intermediate care facilities, and (3) begin 
pr.ocessing .of the first annual rep.orts received fr.om the skilled nursing and 
intermediate care facilities. 

The increase in estimated expenditures f.or 1976-77 is mainly due t.o the' 
pr.oP.osed additi.on .of three P.ositi.ons. This W.ould increase the t.otal auth.or
ized P.ositi.ons fr.om 23.5 t.o 26.5 with the additi.on .of .one legal c.ounsel, .one 
pr.ogrammer and .one clerk. These increases.aresuPP.orted byc.omparable 
estimated increases in w.orkl.oad. In additi.on, the aPP.ointment.of an att.or
ney t.o the staff is .auth.orized by sta.te law. Theref.ore, we are recOJ:,nmend
ing appr.oval .ofthe am,ount requested. 




