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PREFACE

4 hY

The following materials have-been prepared by
the staffs of the Subcommittees as background for
the joint.hearings on the impact of the proposed
budget cuts on.programs that affect childrer. The
material is designed to describe the main programs
serving children in five general areas, and to

" analyze first, the impact of the previously enacted

FY 1982 budget cuts and second, the impact of the
new proposed budget cuts for FY 1983.
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HEALTH SERVICES FOR MOTHERS AND CHILDREN

I. » Medicaid, Title XIX of the Social Security
Act ‘ '
. Overviewt” Medicaid 'is a Federal-State
entitlement program that purchases medical care
for some 22 million low-income aged, blind and
di1sabled persons and families with dependent .
children. Fnacted in 1965 as Title XIX of the
Social Security Act, Medicaid is’ the single most
important source of health care financing for poor
chi1ldren. In 1981, an estimated 11 million depen-
dent children under 21 were covered by Medicaid,
representing more than 48 percent of all Medicaid
eligibles. Of all public dollars buying children's
health care in 1979, about 55 percent came through

Medicaid e
jsgite participation in the program is

voluntary, ‘although all States but Arizona -{which

18 neqgotiating special terms) have chosen to do so.
The Federal Governhment shares in the cost of the '
medical care purchased by States on behalf of Medi-
caid eligibles according to a formula that is based .
upon per c¢apita income of the-State {the-range is a -
minimum of %50 percent in the wealthier States to 77
percent in the poorer States). 1In FY 1982, the
Federal Government will spend an estimated $17.3 .
billion on Medicaid, the_ States an additional $14.2
billion. . . :

Fach State administers its dwn program
through a State Medicaid Agency within broad Federal
rmiidelines; thus, eligibility, benefits and pro-
vider reimbursemerft. policies vary considerably from
Gtate to State. Responsibility for managing the
program at the Federal level rests with the Hea®th
Care Financing Administration of the Department of
HHiealth and Human Services.

A\

Elrgibility: Eligibility for Medicaid is
tieed to the receipt of cash assistance under the
A1l ta Families with Dependent Children program

ol
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and the Supplemental Security Income pr;;§§m (SSI)

for the aged, blind and disabled. In general, -
States are requlred to cover the "gategorically
needy"--that is, persons receiving cash assistance

under the AFDC and SSI programs. Of. the 9.1

million children eligible for Medicaid in 1979,

most (87 percent) qualified as "categorically

needy." ; | 2 ff“*)

States have the option of extending Medi-
calirdl coverage to the "medically needy." These

* .are persons who are aged, blind, disabled or
members of families with dependent children, who

" are unable to-.afford medical care, but whose
1ncomés are higher than the AFDC or SSI eligibility
standards. 1In order to qualify for "medically
needy" coverage, a person must "spend down" to
the State "medically needy” income standard by .
incurring medical expenses. If these expenses,
when .applied against the person's income, bring ’
that i1ncome below the State's "medically needy”

- gtandard, then the person is eligible for Medi-
rcai1d coverage. ,If a State opts to cover any
"medically needy" dgroup (e.yg., aged, blind, etc.),
it .must cover children up to 18 for ambulatory
services and pregnant women' for prenatal care and
delivery. As of 1981, 30 States offered coveraqe
to thq "medically needy. , : ;

Due to restrxctlve Ollglblllty requirements,
many pour children do not “have Medicaid coverage.
In 1976, an estimated 25 perce®t of children in
families below $5,000 per year, had no Medicaid or
other health coverage at all. While children
represent about 48 percent of the total Medicaid
population, they account for only about 19 percent
rt the Medicaird expenditures. In general, Medi-

: a1 dnecome standards for mothers and children
are lower than those for aged, blind or disabled
adults., 4

- '~ Services: Under Medicaid law, States
mist of for certain "mandatory" services to the .
"rateqorically needy": inpatient and outpatient W
hospital services; laboratory and x-ray services; t ‘
skilled nursing facility (SNF) services to persons
21 or nldér; home health services for those
entitled to SNF care; family planning services
and supplies; rural health clinic serwmices;
and certified nurse midwife services. Of particular

ERIC
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1mp0rtanoé<§“J5gi<dr(n 48 the other "mandatory

servxce knowh as early ‘and periodic screenlnq,
Ad1a4nos1s and treatment (EPSDT), which is intended
to ttake health assessments and preventive care
avallable to children under 21 in order to avoid
more \costly illnesgses and conditions.
[ r

States may also offer "optional" services
+5 rdcelve Federal matching payments for them.
These 1nclude: 1ntermediate care facility (ICF)
services, prescription drugs, eyeglasses, dental
t*ary, lime services, physical therapy, occupa-
t1nal therapy and services for individuals with
speveh, hearing and language disorders.

. The States may limit the amount, duration
antd seope of both the "mandatory" and the “"optional"
gervices they offer (e.g., 14 hospital days per
year, 3 physician visits per month). States may
also 1mpose nominal cost-sharing requlrements on
the "medically needy" for all services and on the
"cateqgorically needy” for "optional" sérvices.
Nationwide, about 30 percent of the Medicaid
dollar 18 spent on hospital care, 45 percent on
nursing home care (SNF and ICF).

FY 1982 Bu@gct Changes: Through the
omnibus Budget Reconciliation Act of 1981, P.L. ‘
97-35, Congress reduced Federal Medicaid outlays
for FY 1982 by $944 million and $880 million in
FY 19813, The major portion of these "savings"
comes from a pro rata reduction in Federal matching
payments to most States by 3 percent in  FY 1982,

4 percent 1n FY 1983 and 4.5 percent 1:\FY 1984.
In addition, States were fiven flexxblllty in
administeriny "medically needy” programs allowing
ther to deny coverage to childrem under 18 for
all but ambulatory services and to pregnant women
for all but prenatal care and delivery.

In addition, the Act made a number of
mator changes 1n AFDC eligibility rules resulting
1 thee lasy of cash agsistance and Medicaid
caverage £6r working mothers and their children.
AV'”T!JAJ#EU Administration estlmates, the net
result these changes alone 1s the loss of
MeedToal bnnnfﬁtq for 661,000 children and
1871,000° Adulty Tn AFDC Tamilies- between 1382 and
1781 “7”"”‘W

i
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L It shauld be noted that, even before the
1981 Reconciliation Act changes, and even before
the advent of the current recession, the Medicaid
program did not offer adequate coverage to the -
nation's poor children. In 1979 it reached only
about 55 percent of those persons with incomes
Yelow Federal poverty guidelines. MoreoVer, the
coverage offered to those eligible was often quite
limited, as States sought to reduce outlays by
limiting benefits or reimbursement levels. In
1981, before the impact of the Federals budget
reductlons was felt, ten States imposed limits on
the number of covered days, six restricted the |,
umberzgébphySLCLan vigits, and fourteen States
ut eligPbility

The President's FY 1983 Budget: The -
Adppnxstration 1s proposing to cut Federal Medi-
caid outlays by $2.1 billion in FY 1983. This
"amount is in .addition to the $880 million in

. reductions already scheduled for implementation

-

under the 1981 Reconciliation Act. These reduc-
tions are proposed at a time when many States are
finding their revenues reduced by the downturn in
the economy and the decline in overall Federal
assistance, and when the price of medical care'is
rising at rates in excess of the overall cost of
llvxrg

The major Administration "savings" pro-
posals would shift Federal Medicaid costs to the |
States and program beneficiaries. The current
Federal matching rates would be reduced by 3
percentage points for all "optional" services - i
{such as clinic care) and all "optional™ elqubl— !
lity categories (such as "medically needy" fam111954
This would require States to spend more of their i
own funds to provide the same level of services or |
ol1gibility; where States are unable or unwilling ‘
to do so, these services and cateqgories will be
cut . ’

The Administration is also prOposing to ;
require States to impose copayments on all "cate- ;
qorically needy" AFDC recipients” and all "medicaljy
needy" meothers and children. The mandatory mini-;
mum amounts would be $1.00 per visit for phy91cxam,
clinic or hOQpltal outpatient. department servxcoq
in the case of the "categorically needy", $1.50 in
the cage of the "medically needy."” For inpatioqt

'y
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hospital services, whether elective or emergency,
minimum copayments in the amount of $1 and $2 per
day would be required for the "categorically
needy" ang "medically fdeedy," respectively. States
could, at their option, xmpose additional cost-
sharing requirements on dhy group for any services;
this cogt-sharing would not longer have to be
"nominal, " as required under current law. States
would not be required to increase cash assistance
payments under AFDC to-offset the mandatory co-
payment requirements. Thus, mothers and children
1n AFDC -families would find their access to medical

caﬁgniuthantldlly Impaired.

N In addition to these and other legislative
changes 1n the Medicaid program, the Administra-
tion is also proposing further reductions in AFDC
eligibility and benefits which will result in the
loss of Medicaid covarage for 133,000, AFDC famllioq
in FY 1983, .

K -

3 .

II. Maternal and Child Health (MCH) Services
Block Grant, Title V of the Social Security
Aft .

Overview: The MCi Block Grant makes ,
Fndvral’fundu avallable to the States for the pro-
vigion:ior purchase of a broad range of maternal
and child health services. The purposes are to
enable iStates to reduce infant mprtality, to
reduce (the incidence of prevontable diseases and
handx<dpp1nq conditions ‘among low-income children,
to 'increage the availability of prenatal, delivery,
and postpartum care to low-income women, to in-
crease the number of children ' immunized ageinst
digeass and receiving health assessments, and to
provide mvdlgally necessgary nvrvxrns to handi-
capped children

1]

The MCH HBlock Grant was created by the

omnibus Budget Reconciliation Act of 1981, P.L.

97~356. It represents a congolidation of geven

separate formula and cateqgorical grant programg:

the Maternal and f'hild Health and Crippled Child- . |
ren's program (foPmerly at Title V of the Social |
Security Act); the Supplemental Security Income

program for Disabled Children; the Lead-bpsed

Paint Poirsoning Prevention proqram; the Voluntary - -

Vad . -

~
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" - Cugeds T . -
' Testing and Counseling Programs for Genetic
S Diseases; the Sudden Infant Death Syndrome pro-,

gram; the Hemophilia_Diagnosis and Treatment

Centers program; and the Adolescent Pregnancy . -

program. - :

- A total of $373 million is authorized to

) ~ : be appropriated in FY 1982 aqd‘each fiscal year -

- thereafter for the new MCH Block Grant; actual FY

© .'1982 4dppropriations total $347.5 million. MCH

"« Block Grant funds may not be transferred to other
block grants or used for purposes other than the
Provision or purchase of maternal and child heailth
and crippled children's services. oot

S '~ Y punds appropriated in any fiscal year are
; to be allocated among the States based oh their
. proportiondte share of 1981 outlays for the prow
grams cansolidated into the MCH block grant. in
order to receive their allocations, Stateg must ‘
file with the Secretary of Health. and Hum ' Services
a description of inmgended expenditures .and a B
. . statement of assuézﬁzes that the State will comply
with certain Federal requirements. In addition,.
. States are reguired to submit to the Secretary,
and to make available to the public,. annual .
activity reports and biennial audits. MCH Block
Grant funds may not be used -in a’ manner that
discriminates on the basis of age, handicap, sex,
race, color, national origin or religion.\‘ : .
- There is a State matching requirement. For
each $4 in Federal funds a State receives under |
the MCH services block grant, it must spend $3 of
its own funds on MCH services. o

The legislaﬁion provides that 15.percent
of the funds appropriated in FY 1982--and between
, 10 and 15 percent of the amounts each? fiscal year
thereafter--is to b¢ administered by the Secretary
of HHS. This Federal settaside may be app¥ied to
one or more of the following purposes: special
projects of regional and national significance;
’ rgsgﬁxih;gfféining; enetic disease testing, .
counseling, and information development and dis-
semination; ‘and hemophilia programs. The Secre-
tary is also responsible for identifying within
the Department of HHS an identifiable.maternal and
child health unit which, in conjunction with the
National Center for Health Statistics, is to

s

'
~ -~
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collect and malntaln information on the health
status and health service needs of mothers and
- children.
Eligibilit :  States may set their own
eligibility criteria under the MCH Block Grant. If
‘a State elects to charge for services provided, it
may do so; howevet, it may not impose any charges
for services on children or mothers whose incomes
fall belew the Federal p@verty guidelines estab=-
lished by OMB (the current poverty level for a-
family of four, except in Alaska and Hawaii, is
$8,450Y. In 1980, under the former programs
consolidated into the MCH Block Grant, 2.8 million'’
children and 400, 000 mothers received physician
serv1ces Co o
SerV1ces Statés may use MCH*Block Grant

funds for the provision of a broad range of maternal
and child health immunization prOgrams, vision and
hearing screenings, school health services, dental
care, and inpatient hospital services to crippled
children, high-risk pregnant women and infants.
Block Grant funds may not be used to make-cash
payments to recipients, 'to purchase or improve
land or: buildings or te match other Federal pay-
ments. - L

FY 1982 Budget‘bhanges In the Omnibus

Budget Reconciliation Act of 1981, P.L. 97-35,
Congress created the Maternal and Child Health
Services Block Grant odut. of seven different formula
and categorical grant p§8§£ . The Act reduced
the authorization level for he Block Grant in FY
1387 to $373 million, af 18 percent reduction from
FY 1981 appropriations levels of $4p6 million for

" the programs involved, without adjusting for
inflation. Actual FY 1982 appropriations were
$347.5 million, even lower than the authorized
level. -

) The President's FY 1983 Budget Proposal:
The Administration 1s proposing to i1nclude the
Special Supplemental Food Program for Wemen,
Infants and Children (WIC), as well as the related
Commodity Supplemental Foods program {(GSFP), into
the MCH Block Grant, reducing the authorization
for FY 1983 to $1 billion. This would represent a
.22 percent reduction from FY 1982 appropriations
Tevels for all three programs of $1.282 billion,

-
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without any adjustment for inflation. States
would either have to make up the shortfall in
Federal funds or reduce outlays for maternal and
child health, maternal and child nutrition‘or
both. The target population for these programs--

" low-income thers~and children--are unlikely to

Jbe able to make up the resulting reduction in

eligibility or benefits. '

1

III. Special Supplemental Food Program for Women,

_Infants and Children (WIC), Seiction 17 of
The Child Nutrition Act of 1966

. / :
Dverview: WIC is a Federdally-funded .

program that provides supplemental food and

nutrition education through State and local

‘health clinics to low-income, high risk pregnant

and nursing women and their infants and children.
WIC is intended to complement medical care ser-
vices in improving the health status of this
target population.
For FY 1982, $1.017 billion is authorized
for WIC; actual- appropriations for the year total
$904.3 million. No State or local matching funds
are required. , ’ '

WIC is administered at the Federal‘lqvei
by the Food and Nutrition Service of the Depart-

' ment of Agriculture. The Department distributes’

WIC funds among thé various States, who' in turn
distribute the funds among local agencies based
upon claims. The State agencies involved are ..
commonly State health departments; the local

-agencies may be public. health or welfare agencies

or private nonprofit health agencies that provide
health services. ' Twenty percent of the funds are
available to States for administrative costs,
such as eligibility certifications and food

~delivery. : '

. In order to participate in WIC, Stateé
must submit an. annual operating plan describing

the ‘State's delivery system, arrangements for co-,

ordinating with related Federal profjrams, and

priority areas .and populations. The State agency

is required to!{und local agencies serving areas
ations most in need.

15
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‘Eligibility: The target populatlon is )
pregnant and postpartum mothers and infants as well .
as .children who are (1) low-income and (2) medi-
cally certified to be at risk because of inadequate
nutrition or poor health .or both. Women are
eligible for up to one year after termination of
pregnancy; infants and children up to age 5.

States have some discretion in determining income

- eligibility levels; however, these may not be .

lower than 100 percent of the Federal poverty
level or higher than 185 percent ($15,630 for a
family of 4 for 1981-82).

Services: Beneficiaries receive prescribed

',supplemental foods, such as iron-fortified infant

formula, milk, eggs, cheese, cereals and fruit
juice, whether in the form of fobd or as vouchers
that can beredeemed in stores willing to partici-
.pate. Food packages varywby eligibility category ‘.
(e.g., infants'0 through 3 months, infants 4 -
through 12 months, etc.). Part1c1pants also |
recelve nutrltlonal ‘education.

FY 1982 Budget Changes: Although the .
Administration proposed to cap WIC funding in FY¥Y
1982 and subsequent years at $725 million, or 28
petcent below FY 1981 appropriations, the Congress.
agreed to authorize the program at $1.017 billion
in FY 1982. Actual appropriations for FY 1982
are $904.3 million. The effect of this appropria-
tions ‘level is a reduction in the population
served by the program of 200, 000 mothers,. infants
and children. .

The President's FY 1983 Budget Proposals:
The Administration 1s proposing to consolidate
WIC, along with the companion Commodity Supple-
mental Foods program, intd the Maternal and Child
Health Services Block Grant established by the
Omnibus Budget Reconciliation Act of 1981. The
authorization for the new Block ‘Grant would be
set at $1 billion. This represents a reduction
of $281.6 million from FY 1982 appropriations for
the programs Involved, or 22 percent before
adjusting for inflation. States would have to
decide whether {o make up the shortfall in Federal
funding or whether to ration health care or
nutrition or both to this population.

L
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IV. Other Child Health and Related Programs

While Medicaid and the Maternal and Child:
Health Services Block Grant are the largest' Federal
health programs directed toward the needs of .
mothers and children, they are by no means the
only ones. Other important child health programs
include: ‘

Childhood Immunization Program (section

'317(j) of the Public Health Service Act): This:

program, administered by the Centers for.Diseasé
Control of the Department of Health and Human
Services, provides grants, vaccine, epidemiolodical
assistance, and personnel to State and local health
departments to immunize children against such pre-
ventable diseases as polio, measles, rubella,
tetanus, diphtheria and whooping cough. The
program was funded at $24 million in FY 1981 and
provided for the immunization of 6.3 million
children. FY 1982 funding was reduced to $21.8
million; it is estimated that this will result in

a one-third reduction in the number of children
Immunized. The President's FY 1983 budget proposes
to fund the program at a level of $21.9 million.

' Community Health Centers (section 330 of
the public Health Service Act): This program
makes Federal grant funds available directly to
public and nonprofit private health clinics ' .
delivering comprehensive primary care to medically
underserved populations. .There were some 870 CHCs
in urban and rural underserved areas in 1981,
serving about.5.2 million people: About 45 per-
cent of the population served by these Centers was
children, and about 35 percent women of childbearing
age. Funding for the program was reduced from

'$324 million in FY 1981 to $248 million in FY

1982, a 24 percent decline without adjusting for
inflation. As .a result, 140 Centers have already
been closed, and a total of 220 is expected to
close by the end of FY 1982. This means .that an
estimated 560,000 children and 440,000 women of
childbearing .age will have to look elsewhere for
care In the medically underserved areas where they
Tive. ( ‘

The Omnibus Budget Reconciliation Act Of
1981 created a Primary Care Block Grant which,
effective FY 1983, gives the States the optipon to

“

17




11

take over administration of the CHC program. - If a
State chooses not to do so, then the Federal
Government will continue to run the program in

that State. The Administration in its FY. 1983
‘budge¢:*i's proposing to restructure the Primary

Care Block Grant to include three other programs
-(Migrant Health Centers, Family Planning and Black
Lung Clinics) and to set the authorization level ‘
at the combined FY 1982 appropriations levels for
all the programs involved ($417 million). Congress
rejected a 51m11ar Administration proposal last
year.

Family Planning Program (Title X of the
sPublic Health Service Act): The Family Planning
program makes funds available to public and non-
profit private projects that provide family
planning and related health and educaticnal
services. In 1981, over 4 million adoldscents,
women and mothers received services at about
5,000 family planning sites. Program appropria-
tions for FY 1981 were $162 million, for FY 1982,
$124 million. The President's FY 1983 budget

¥

proposes to consoljdate the Family Plann pro-
gram into the Primary Care Block Grant. 'ngress
rejected a similar ministration proposal last
year, deciding instead to reauthorize the ‘program
on a categorical basis)\through FY 1984.

, M;irant Health Centers (section 329 of the
Public Health Service Act): The MHC program pro-
vides grants to public or prlvate nonprofit
entities delivering primary health care services
to migrant and seasonal farmworkers in high impact
rural areas that experience significant inflows of
workers during the harvest and growing seasons.

In 1981, over 120 MHCs served some 220,000 migrants
and 360,000 seasonal farmworkers, a high percentage
of whom were women and children with no other
source of prepatal or well-child care. FY 1982
appropriations for the MHC program are $38 million,
down from-$43 million in FY 198l1. The President's
FY 1983 budget proposes to fold the Migrant Health
Center program into the Primary Care Block Grant.
Coniress rejlcted a,.similar Administration pro-
posal flast year, optlng,to reauthorize the program
as o ,cRtegorical program through FY 1984.

'Community Mental Health Centers (Title XIX
ot the Public Health Service Act): The CMHC pro-

ERIC. = . 16 | ‘
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gram makes grant funds avallable, through the States,
to public and private nonprofit entities providing
comprehensive mental health services on an outpatient
basis, TIn 1981, about 790 CMHCs throughout the
country delivered services to 3.1 million people,
about 20 percent of whom were children and
adolescents. In FY 1981, CMHC funding, authorized
under the Communlty.Mental Health Centers Act, was
$783 million. Under the Omnibus Budget Reconcilia-
tion Act of 1981, this Federal categorical program
was consolidated into a new Alcohol, Drug Abuse and
Mental Health Services. Block Grant to the States,

and overall funding was reduced by 20 percent in

FY 1982. Although the proportion of funds allocated

-to mental health varies from State to State, nation-

wide roughly half of the funds are distributed to
(*Mi{iCs. The President's FY 1983 budget proposes to
continite funding for this Block Grant at FY 1982
levels, making no adjustment f£or inflation.

rommodity Supplemental Food Program (CSFP):
The CSFP 1s a predecessor of the WIC program, and
currently operates along side of, or in place of
WIC proyrams in 21 project areas. Persons may
participate 1n one or the other of these programs,
but may. not, participate in both. Authorized
through FY 1985, the CSFP program prov1des Federally
purchased commodities to States, which in turn
distribute them through local agencies to low-
ineome pregnant and postpartum women, and infants

. and children residing in approved project areas.

In Y 1981, an average of 113,000 women, infants

And children part1c1pated in CSFP programs operatlnq
1n 21 pro]ect areas "at a Federal cost of $27.5
millidn.. FY 1982 appropriations provided $29.8
million for the program. For FY 1983 the Admin- ¢
istration has proposed to.consolidate this.program
and WIC into the Maternal and Child Health Services
Hlnck firant as described above.
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CHILD HEALTH AND RELATED FUNDING
’ (1n mi1llions)

FY 1483
FY 1981 . FY 1982 Admin.
_Actual  _(Est.)  __ Propogsal

Medicalrd 516,831 $18,101 . $17,006

Maternal ¢ Child Health
Services Block fGrant 456.2 a/ 347. . 1,000

’

Special Supplemental
Food Program for
wWomen, Infanto and
Chidren

Commodity Supplemental
Food

hildhood Immunization

bummun;ty Healthfvoqtern

Migrant “Health Vonée}o 43,2 .
Ffmxly Flanning ) 16107

ommunity Mental Health
tenters ) 278.1

a/Total appropriations for programs consolidated into Block
srant in FY 1982, . ‘

I
b/The Admlhxnfrnt&nn proposes to consolidate thio program
tntte the Maternal and Child Health Services Block Grant.

+/The Administration proposes to consolidate thios program
trito the Primary Care Block Cranu’yhivh becomesn effective for
CHECa an FY 19H)Y, | b

) \ )

X . . .

J;thgflxdntcd 1ntu Alcohol, Drug Aboue and Mental Health

Hervicen Hinmcek Girant, , ;
v’
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CHILD NUTRITION PROGRAMS

W

Overview: Mill?bns of American children
every day receive a large part of their nutritional
needs through one or more major child nutrition
programs supported by the Federal Government: the
School Breakfast and School Lunch programs, the
Child Care Food program, the Summer Feeding pro-
gram, and the Special Milk program.

About 3.6 million children in 33,000
schools, 88 percent of them poor or near-poor,
participate in the School Breakfast program; 27
million children participate in the School Lunch
program. A 1980 study by the Congressional Budget
ntfice found that, except for the WIC program, the
School Breakfast program is the most nutritionally
nffective of the child nutrition programs and is
highly cost effective. '

The Child Care Food program provfdes meals
to children of working and poor parents while they
are cared for in day care centers or family day
care homes. About 90 percent of the funds for
this program are used to provide meals for poor or
near-poor children. Nearly 2 million low-income
children, primarily from inner-city neighborhoods,
receive lunches during the summer months through
the Summer Feeding program.

. - . \
A description of the major child nutrition
pPrograms follows.

- - F

v ' lad

~

y *

1. National School Lunch Program (NSLP)

@

The NSLP; the oldest and largest child
nutrition program, is permanently authorized by.
the National School Lunch Act of 1946. 1In FY~
1981, Federal subsidies were provided to State .
educational agencies, and in some caseés directly
to schoolg, to reimburse the costs of Berving

lunches to just over 26 million.children.

‘ .

L (14

2‘ + v“




1 N

Ayt roximately 4% percent of the children partici-
patint an the s hool lunch program were from
#y1lirs whose income allowed them to receive the
Lan o hes tree Or at reduced price.  Beginning in
prae 1HI=HS sohoal year, ancome eligibility 18 set
At 149 percent of the OMB ncome poverty guidelines
oy trens meeals amd 185 pereent of these guidelines
for 1o Peed proece meals,  The remaining children
recerved lunches that were federally subsidized to
A lesser degree, but without regard to family
(neome gtatus,

. School Breaktast Program (SBP)

-

The school breakfast program was estab-,
[1shed s A two=-year prlot program in 1966 with
thes enactrent of the Chilid Nutrition Act of 1966.
The prooqram was originally designed as a grant-
in—=a1:l te states tor the purpose of creating or
pxpaniding nonprotait breakfash programs in schools.
In 1174 +he funding of the program was modified
tn o pertormance funding basis providing cash
Y ansiatane e toogtates on the basis, of the number
b breaktasts served and a federal reimbursement
ratee,  The beram was extended, and 1n 1975 wasg
ey toent 1y authorized, )

- oo Y 1981, an average of approximately
.4 miellaroa o lbidren particrpated in the school .

1

Lrseik! vt prrerrams operated by some 35,000 schools.

Thes w3t mas oty of the participants (80 per- )

pfts owere trom familoes with incomes below 125

parr ot f rhee poverty level and received free

brresak ! vits, : ’
-

[ N

[1lee "0 ljiv.‘ AT I~‘v)e?rl I‘rr»r{r.lm (CCFP)

Thee COPI hay been one of the fastest
gr wineg ochidd it raitiongprograms,. The program

T ogatestdizes meals served to children under 18, bud '
~ + praimarily of prdachonl age, who are enrolled in a b
- firerged nonprotit, nonresidential child-care
. Jroelram, . . i
, ' ! . )
I Average (daily FY 1981 participation in -
¢ the ohld omare tood program was 744,500 children.
7
. . ’
J -
~ I
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These children, most of whom are under age 5, were

participating 1in some 66,000 day care centers and

tamily day care homes. In FY 1981, over 90 per-

cent of tHe children in these outlets received

tree ur reduced price meals. o

IV. Summer Food Service Program (SFSP)

The Summer Food Service program provides

‘ // fedgral reimbursement for meals served free,

~. during the summer months, to c dren living in
areas with poor economic conditidns. Such areas
are defined as drcas where 50 ,percent or more of
the children' in school food programs receive free
or reduced price meals. Programs are operated by
residenti1al public or private non-profit summer
camps nr public or .private non-profit school s : /
authorities, or local, municipal. or county govern-
ments developing special summer or 8school vacation
program which provide food service.

.
In the summer of 1981, an average of 1.3
million children participated in the Summer Food
Service program at a federal cost of $106.7 mil-

lion. fnder current law federal expenditures for
the Summer 1982 program are expected to fall to
561.1 million as a4 consequence of changes made .
pPLIL. 97-35. '

V.  Speirial Milk Program (sMP)

The Special Milk program provides a feder-
ally set subsidy or reimbursement rate for milk
- sorved in schools or institutions that do not
participate in other child nutrition programs.
. For FY 1982, this program is expected to prgvide
- $23.9 millio:n in federal funds to offset tﬁg cost
of providing such milk. This milk may be provided
free to low income ~hildren (in which case the
federal payment meets the full cost) or at» a
lowered price for all children, without regard to !
family income, at the option of the participating
school. In the past, the vast majority of milk,
86 percent, was provided at the partially subsi-
dized rate.

«
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Inn ¥y 1adl, spproximately 10 million
?“x Ire, 1 H5,000 schools and mmstitutions,
rererved federally subsidized milk under this %
Proerram aro ot b 311908 million.  For FY 1982,

P eapeecttnd Phat approximately 20 percentoot k

1
torrer part reclpant:s will be particapating ard the
program. Thos dramatic reduction 18 a consequence

ut the provision an FLLo 96-35, which prohibited S

sehoels participating in tederally subsidized meal.
programs from also participating in the special

.milk program.  In FY 1981, ‘approximately 88 per-

rent ntoall speer1al milk was provided to recipi- )
vnts in wehools that had other Federal food .
SOTVLce ronlrAams, ,

VILT Natratinn Bducation and Tratning (NET)

The NET program provides Federal funds for
qrants o state educational agencies for develop-
ment of comprehensive nutrition information atd
edieat 1onal pragrams for children part icipating in
sohio ] l'l!x('h and other child nutrition programs.
Fandines 15 to provide training and education for
toorchers Lt sehoal tood service personnel and {or
nitration ocdneat ton proigram {or childrens ' In PY
IR, 55 mxlll()n W s ,uprnprmh-d for this pro-
a1, whieh wans baeded at 5166 million in FY
1l

o
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VIT., ther Nibration Programs Af fecting Children

" Pwr nspecially important nutrition®programs
afteetang chr bdren are the Special Supplemental
Fooodd Froqram tor Women, Infants and Children
fWiv, amd the commodity Supplemental Food program
(orr . The Administration proposal for FY 1983
wourldl eliminate funding for both these programs
ard tnerease funding for the Maternal and Child
Health tMOH) Rlock tGrant. A desgriptipn-of these
programs and the proposed fundiri cuts can be
found 1n theac am(r on Health-Service supra.

Pyl nu( ot (h(n_J_I: Child nutrition
) y in the FY 1982
toelget,  The School Breakfast program was cut by
20 pereent . AS A result of the cut, some 800

$
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fewer schools now serve breakfast; over 400,000
fewer children now participate in the program.
About 70 percent of the decrease is in free or
reduce~priced breakfasts to poor Or near-poor
children. ! :

-

- The School Lunch program was cut by 30
percent, or $1 billion. These cuts were achieved
by changing eligibility rules for free and reduce-
price meals and by decreasing the gubsidy for
students paying full*price for theirmeals. As a
result of the FY 1982 cuts, over 2,000 fewer

»

schools "and nearly 3 million fewer children are

 participating in the program, including 900,000
“poor and near-poor children who had been receiving

free or reduced-price lunches.

The Child Care: Food prograpm (CCFP) was
also cut by 30 percent, or nearly 5130 million.
Child care centers and family homes can now serve
only two meals and one snack ars’day, compared to

‘three meals and two snacks a day beforq the cuts.
Eligibility fules were also changed for this

program. Some c¢hild care centers have been forced
to close because of the combined effects of CCFP,
CETA and, social services cuts. Many of those
that remain open are raising fees charged to low-
1ncome working parents, reducing the number of
children they care for, or reducing the quality
of ¢are they provide. o ' - :

: The Summer Food Service program was cut.
by 50 percent in FY 1982. Only 1 million children
will be eligible to participate in the summer of
1982. Programs previously operated -by churches

and religious’ organizations, YMCAs and YWCAs,
boys' and girls' culbs, and similar orqganizations
no longer will be permited to participate. -

The Special Milk program has been cut by

over 80 percept. In FYy 1982, the program wasg

eliminated in schools that operate school lunch
programs. .

The President's FY 1983 Budget; The

"Administration has proposed even further cuts in

h1ld nutrition programs for FY '1983. The School
Lunch program will be relatively unaffected, but
the remaining four programs, which serve pri-
marily poor and - near-poor children, will be .
si1gqnificantly. hurt if‘these,prOposals are adopted.
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The Reagan Administration proposes a Child
Nutrition Block Grapt, which would combine the )
"school Breakfast program and CCFP, and a cut ins
tunding for these programs from $735 million to
3488 mi1llion. When this new cut 1s added to the

cuts made 1n these proqrams last year, the com-
bined cut over the two years will be about %0
percent, Furthermore, the proposed FY T983 Flgure
would be a permanent funding level, so the number:
of meals that could be provided with the Block

» Grant would decrease as food prices continuegto
rise. More schools will drop out of the Schigpl”
Breakfast ¢omponent./ Hard-pressed low-income =
warking parents will be faced with increases in
chi1ld care costs to cover the cuts from the Child:
(«are Food component.

-
. If addition to the cuts in School Break- .

tast and CCFP, Phe Administration has proposed
«liminat ing the Summer Food Service program and
the Special Milk program entirely. This will mean
that approximately an additional 1 million poor
oh1ldren may gqo without nutritious meals during
the summer months in 1983, and many poor children
will no longer be eligible for free milk.

~
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. CHILD NUTRITIQN AND RELATED FUNDING _a_/ 2/ -
(in millions) ’ !
a9
. Y . ! ) FY 1983
. FY 1981 FY 1982 ‘' Admin,
Actual (est.) Proposal
Sschool Lunch’ )
~ Regular MSec. 4) s 7§37 $ 425.0 S 452.0
. Special (Sec, 11 . I .
.=-~free and C .
o reduced) 1,608.8 .. 1,620.3 1,768.9
School Breakfast: o 321.0 335.0 ’ 0
¥  child care Food © . ., 317.5 . 298.4 "0
. Summer Food © 122,80 . 62.0 0
Gen. Nutrit. Asst. ) R B : )
(proposeg FY 1982).‘\ . - - - 488.0
Nutrit. Educ., &~ S :
Training . 16.6 . 5.0 : 0
Special Milk 119.8 « 23.9 0o - '
¢ . N > 3 . i
TOTAL %3,270.0 $2,769.6 $2,681.0
' i
a/Doe,s not reflect Administration proposed changes in the
WIC and CSFP™ pr¢ programs . .
v f’Fundlng levels shown includes amount provided to territories
. (exclusive of Puerto Rico) and the savings associated with proposed
nutrition assistance grant program for the territories.
. .
%
L . yf ‘_ 3 : ’)
Source: FY 13§83 Budget Appendix -and Food and Nutrition
Service Budget Request Supporting Documents--February 8, 1982. -
L3 ”
' -
€ . .
v#
L Rt -
‘
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AID TO FAMILIES WITH DEPENDENT CHILDREN

Overview: Aid to Families with Dependent
Children (AFDC) i¢ the only.program explicitly
aimed at protecting poor children by giving their -

~. families income support. : Sixty-eight percent of

all AFDC recipients, or over 7 million. persons,
are children. Half are white. Half are eight
years 0ld or younger: The remaining 3.5 million
‘are primarily the sole parent 11v1ng with children
1n 51ngle parent famllles.

: _ Very few chlldren "grow up" on welfare
Each year, about one-third of all AFDC families
leave the program and are replaced by  other
families. One out of every eight children is
receiving AFDC right how. One out of four will
receive AFDC at some point in their lives. wCon-
trary to popular .percepticen, the average AFDC
family has two children. ‘

"Many parents of AFDC children are already
working, trying to work or unable to work. Four
out of five of -all:AFDC families are headed by
single women. Over half have at least one child
under six. Of ten mothers on AFDC, four are
caring for preschool children; three are working,
seeking work or in training; one is disabled; and
two are .not currently seeking work.. Of this-
latter group, more than half are either over 45 or
have nevéer been employed. Two-thirds of the
mothers of children on AFDC were not high school
graduates. o

In most States, AFDC payments are low. In
Mississippi (the lowest), the average payment for
a child is $0.99 a day or $30 per month; in Texas
it is $1.19 per day or $36 per month. The nation-
wide high is $4.21 per child per day. States set
these benefit levels. By contrast, the average
monthly payment for .a disabled child under the SSI
program (where federal law sets benefit levels) is
$7.53 per day, or $229 per month.

[(21)
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$492 in 1970 to $360 in October of 1981. -

"ERIC

AFDC recipients get no'automatic cost of

"1iving increases, and State AFDC payments, have

generally not kept pace with inflation. The
average AFDC recipient now gets $3.10 per day, a
decrease from the comparable $3.55 per day in
1976. Michigan, for example, has.cut benefits
twice in the last three years, and other States
have not adjusted AFDC grants to reflect losses ’
due to inflation. In Arizona, for example, AFDC
benefits increased by 46 percent during a period
when the cbst of living rose by 135 percent.  AFDC
children in Arizona effectively lost more than $1
out of every $3 to inflation. When measured in
constant dollars (adjusted to reflect the effects
of-inflation using the CPI-Xi index), the . median
State benefit for a family of four decreased firom

.

States can pick and choose among many
options for who can receive AFDC. Nineteen States
will not aid a first-time pregnant woman until she

‘gives birth.' Twenty-six States will not help a

‘

two—parﬁgx?familylwith an unemployed parent.

‘ FY 1982 Budget Changes: Federal funds for
the $7 billion AFDC program were cut by slightly
over $1 billion in'FY 1982. Combined with State
matching funds, this resulted in a reduction of
almost $2 billion in money available for income

- supports to poor children and their families. The

AFDC changes adopted include the following manda-
tory provisions: PR '

'* TLimiting AFDC eligibility to
families whose gross incomes
do not exceeéd 150 percent of
their State's standard of need.
* Reducing disregards that are
applied to earned income before
'‘AFDC benefits are determined.

* Counting a stepparent'S\inéome
as available to a child in
determining AFDC eligibility .
‘and benefit levels--whether it
is in fact available or not.

#
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* Not alliwing Federal assistance.
for. AFDC for mothers pregnant
. ,for the first time until their
sixth month of pregnancy.

< * Limiting a former State option
" of providihg AFDC to'students
R ages 18 to 21, ,to students
: through age 18 who are expected
tos to complete high "school or a
vocat;onal program by age 19.

’ * Except for the first®and last

months "of 'AFDC eligibility,
. AFDC éraft levels are ‘now cal-
-~ culated retrospectmvely,
based on income of one or two
months prior to the month the
grant is issued.

Opticnal, provisions include:

* Allowing States to count the
value of food stamps and housing
subsidies as income in deter-
mining a family's AFDC eligi-
bility and benefit levels.

'Allow1ng States to set up >
communirty work experience

... programs ("workfare"), which
require recipients to work
off their AFDC grant.

* Allowing States to set up alter-
native work programs for AFDC
recipients, including work
supplementation programs and
work incentive ‘demonstration
substitutes for the WIN program.

FY 1982 Budget Changes: The impact of’
these changes on the 7.6 milllon children and their
families who receive AFDC will be significant. At
least 660,000 families are expected to lose AFDC
or to receive reduced benefits. These families
include over ‘1 million children. In New York
State alone, approximately 36,000 18- to 2l-year-
olds who are in school are expected to lose their

AFDC eligibility.

e
<
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. Loss of AFDC also means the loss of
medical care and other essential support services
for many children and their families. 1In 20
States, loss of AFDC automatically means loss of
eligibility for Medicaid. In addition, increased
fiscal pressures on families have accelerated the
demand for alternative services, which are also
being severely cut back.'  For example, reductions
in coverage of first-time pregnant women are
occurring at the same time unplanne%@teenage
pregnancies are likely to increase #s a result of -
reductions in family planning services.

The President's FY 1983 Budget: The Admin-
istration has proposed an additional $1.2 billion
in cuts in the AFDC program for FY 1983, a real
cut of over $2 billion when loss of State matching
funds is included. And the Administration's "new
federalism" proposal would by FY 1984 ask States
to take full responsibility for the AFDC and Food
Stamp.programs in exchange for total federalization
of some version :of the Medicaid program.

‘ Specifically, the legislative changes
proposed for FY 1983 include the following:

* Eliminate the Emergency Assist- ‘
ance program. ‘ k

*. Require “that part of the value
of low incomé energy assistance
grants be counted as income in
determining & family's AFDC
benefits.

* Reduce shelter and utility
allowances to AFDC families
who 'have chosen to share housing
with other families based on .
the assumption that they no
longer need the full amount of
shelter and ‘utility assistance
available to a family of their
size. .

* Include the income of all un-
related adults as part of the
AFDC Household's income.

Jj
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* Require inclusion of all re-
lated minor children, except
those receiving SSI benefits,
in the assistance unlt. -

* Require States to round benefits -
to the lower whole dollar.

* Prorate the first month's bene-
fit based on date of application.

* Reduce Federal matching funds
for erroneous benefit payments. .’

* Combine administrative costs
for AFDC, Medicaid and Food .
Stamps. ®

* Eliminate funding for the Work
Incentive program (WIN) which .
provides job coungeling, traiming,
placement and support services

" for AFDC retipients trying to -
find permanent employment. -- ) C

* Mandate wo}kfare programs rather
tharr leave implementation of such
programs to State option. ‘

* Mandate job search for AFDC
applicants; provide AFDC-
Unemployed Parent benefits :
only if the parent participates

" in workfare; remove the parent
or caretaker from the grant for
voluntary quitting work, reducing
earnings, refusing employment
or refusing a workfare assign-
ment; and remove an employable
parent from the AFDC grant when

) the youngest child reaches 16.

These changes and others are expected to result

in a $1.2 billion reduction in the program. The"
‘overall impact of these cuts on families and child-
ren will be made more damaging when viewed in. the
context of the anticipated $2.8 billion cut in

the Fond Stamp program. .
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! Al TN FAM{LIES WITH DEPENDENT CHILDREN {AFDC)
. .

© ) . - .
. . - - 1983
LI . N FY 1983 ag a
, - ‘ FY 1981 FY 1982 Admin. ~ A of

N __Actual Est. Prop. 1981

JFederal nitlays \ :
{matlrons) ’ $ 7,085 $ 6,953 $ 6,077 ~14%

Number of Recipxienta

R rthaousands) 11,068 11,035 10,552 - 5%
) Number nf Families ) ) . . .
"Yhousanda) 1,788 3,802 3,659 - 3%
' .
. .
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DAY CARE AND OTHER CHILD CARE PROGRAMS

N . »

-

Nverview Day care refors to care given

\ lnfants Eﬂa'chlidren by persons other than their
own parents, usually when the mother is working or
for other reasons is unable to provide full
care for her child. It is popularly believed that.
the care of children of working mothers is most
often provided in a center that employs trained (
child care'workers and provides appropriate nutri-
tion and appropriate play equipment and rest
space. Tn fact, many children are in group care in
a home provided by an untrained person or in
individnal care provided by a relative, nelghbor
or friend 1n either the home of the child or the
caretaker.. In many:cases, children, even very
younqg children, are left alone when mothers work. °

' "According to the most recent ‘census data,
most mothers (58 percent) with children'unde? 18
work outside the home.  In March 1981, "a record of
B.2 million (44.9 percent) of all preschoolers
« (under age 6) had mothers in the workforce. Ade- .
(ptate child care is a major problem for most
working and would be working mothers. “(Of AFDC .
mothers only 14 percent are in the work force.).
concern for the welfare of the children of Wworking
mothers as well as concern for incréasing the
economic independence of families have been
reasons that the Federal Government has become
involved in Day Care

The first significant use o? Federal funds
for Day Care Services was during World War II when
the Lanham Act provided funds to the States to
provide day care for mothers working in war industries.
At the end of the war, the funds were Withdrawn,
the centers closed, but not all mothers left the ,
workforce. During the last half of the 1960's and -
during the decade of the 70's, Federal funding for
day care expanded greatly. Currently, there are a
large number of Federal programs that include
rday care as a component part. Federal support
comes from a variety of gsources and precise amounts

-
(27)
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of fUndlng for day care are dlfflcult to dedérmlne
fiverall, Federal support for day care has increased
from $12.3 mil%ion in 19 to approximately $2.0
billion in FY ¥981 ($3.0 b¥llion if the tax credit
for day tare is included). 1 , '

‘

- . gl »

Several factors make it impossible to cal-
culate the actual number of children in Federally
supported day care programs: (1) 'any one day care
center may receive funds from more than one Federal
program; (2) day care is frequently only a part of
the budget of a larger discretionary Federal program
that varies from State to State; (3) .accurate

_records have not been kept or are not current; and
{4) some of the Federal support is not provided by

direct payments but i's. provided by an indirect

‘method such as allowing an 1nd1v1dua1 a tax credlt

for day care expenditures or not counting certaln
amounts spent on day care -as 1ncome for purposes of'
doterm1n1nq ellglblllty for AFDC or food stamps.

Tho follow1nq proqrams are the most signi-
ficant Federal support of day care and child care
services, . -

T

-
. K
> . !

I, - Bluck Grants for Ssocial. Services (B(SS)

“Under Txtlg XX of the Social Securlty Act.,
Federal funds are given to the States (with.no
requirement for State matchlng funds) to provxdo a
whole host of social services. One of the services
is day care. The States have much flexibility in

“deciding how much of the grant, if any, will go to,”

day care, but they are specifically authorized to -
give grants to day care prov1ders who hire welfare
recipients as "caregivers."” There are no family
income requirements and no fee requirements.

Stdtes regeive Federal money on the basis
of population. The total amount available to all
States for FY 1982 is $2. 4igéllion. Ag a result of
the Administration s FY 1982 budget, as enacted in
P.I.. 97-35, States no longer have to provide 25

. percent in matching funds and they no longer have

to develop periodic State plans. However, they
must make and publish annual reports on the use of
funds and independent audits are required at least
every two years.  Because it is an entiglement

"3 !:j ’ ‘ .
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prodgram, Title XX w¢n,but attected by the 4 per¥
cent across-the-board reduction 1n funding which
was provided for most non-entitlement domestic

‘pruqrqmé for 1982 as part of P.L. 97-92.

It 15 estimated that day care services for
children consumed about 25 pércent of all Federal
funds spent for Title XX 1n Fiscal Year 1981 or
approximately $715 million. Day care expenditures
af both State and Federal funds were approximately
$BAA million or 20 percent of the total Title XX
program. With few excpetions, expenditures for a
particular service vary widely ahonq‘the States.

FY 1982 Budget Changes: The Omnibus
Budget Reconclliation Act of 1981 (P.L. 97-92)
amended Title XX, reducing funding from $3.1
tbitlhwon to 532.4 billion and eliminated a special
5200 million earmarked for child care that was 100
percent Federally funded. It also eliminated the
reqpuirement that the States supply $1 for every §3

‘1n Federal money.

The President's FY 1983 Budget: The
Adminigstration's FY 1983 budget proposal would
mean an 18 percent cut in the Title XX Social
Services Block Grant (from $2.4 billion to $1.974
Lillion; which some estimate will cause 100,000
tamilies tog lose child care services.

[1. Work Incentive Program (WIN)

The Work Incentive Program (WIN), con-
tained in Title IV A and C of the Social Security
Act, authorizes 90 percent matching grants to the
States to help applicants and recipients of Aid to
Familirs with Dependent Children (AFDC) find and
rertain jobs.  WIN requires States to provide child
ccare services for those who need them in order to
participate in-employment or training under WIN.
WIN is jointly administered by HHS and the Departm-
ent of Labor. The average number of children who
recelved WIN day care during FY 1979 was 74,029,
Thesday care portion of the program for FY 1981
~nat an estimated $50 million. '

FY 1982 Budget Changes: In FY 1982 the
WIN funding was reducedlfrom $365 million to

'

Jb
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$245 mullion, a reduction of -almost 33 percent.:

The President's FY 1983 Budget: The
Administration 1s proposing to eliminate funding
for the WIN program altogether in FY 1983,

- -

IIT1. Head Start

In January 1964, President Johnson announced
his plans for the Wag on Poverty. The war was }
launched with the enactment of the Equal Oppor-
tunity Act (P.L. 88-452) which provided Federal
funding for'proqrams.desiqned to reduce the causes
of povetty. Head Start, auzhorized under this Act
18 an educational program for primarily low-income
children between the ages of 3 and 5. 1t has asg
1ts broad objectives the improvement of a child's
health and social development, as well as prepara-
tion for formal education. The program-stresses
the 1mportance of parent*participation in both the
program planning and implementation. Since 1965°
flead Start has provided health, egucational and .
nutritional services to 7.8 million children and J
therr families. The average cost of maintaining a
chi1ld 1n Head Start ig $2,343 per year. *

The demonstrated succegs of Head Start is '
well documented.  Head Start children are medi-
cally screened and provided with any necessary
treatment. Therefore, the health of these children
is better than children,of similar background who
have not been in Head Start. Follow-up studies
have. also shown that Head Start children dpo better
in school and wequire_less remedial education than
non-Head Start children. -Head Start has also
tosteréd the.increased education and employment of "
parents. Over 12,000 parents received some college
education and 30 percent of Head Start classroom
staff are current or former Head Start parents.

Heard Start is administered by the Depart-
ment of Health and Human Services. Federal funding
ig set at B0 percent of program costs distributed
directly to the agencies providing the services.
The remaining 20 percent is paid by the States. At
least 90 percent of Head Start children come from
low-income families, and 10 percent of Head Start
children must be selected from the handicapped\

»

r
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population. Some 61 percent- of Head Start's - °
children are black or hispanic and 65 percent live
in urban areas. In FY 1981, 378,500 children
participated in Head Start. .

. FY 1982 Budget Changes:. The Administra-
tion originally adopted the 16 percent increase
prnposed by the Carter Administration in Head
Gtart's budget, from $820 million . in FY- 1981 to
$950 million in FY 1982. This increase would
have helped Head Start programs keep pace with
inflation but not expand .In September, the
Adfinistration shifted from requesting $950 million
and recommended that Head Start be cut. back 12
percent, to $836 million. Congress included $912
million for Head Start for FY 1982.

Fundinsg constraints Bver the past several
years have .rraused. a reduction in the number of
hours of gervice per day and the number of weeks
per year that programs stay open. Teachers re-'
celve low salaries (averaging approximately
$7,500 per year)-. Classroom size has inckeased,

statf-child ratios have decreased, and high
transportatjon costs have excluded many isolated
rural families from _the prpZiam
N The Head Start program has also suffcered
indirectly-as a result of program cuts in other
areas. For example, Head Start lost 6,000 workers:
(or $26.9 million) because of sthe elimination of
the Public Service Employment component of the _
romprehensive Employment and Training Act (CETA) J
These workers served mpre than 50,000 . children.
Head Start lost almost $20 million from the.
“Department of Agriculture's Child Care Food
program. Head Start lost approximately $12.1
million from Title XX social gservices (now the
Social Services Block Grant). In addition, the
effects of guts in AFDC, Medicaid, food stamps
and low-1ncome enerygy assigtance will affect many
of the ohildren and families served by Head
Start.

.

The President's FY 1983 Budget: Budget
rector Stockman proposed that Head Start‘be
placed in a block grant to be phased in over a
four—yoar period beginning in FY 1983 and funded
at 53780 million--a cut of 14.5 percent. The
President, in response to an appeal by the -

G“ . | : 3’
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-Department of Health and Human Services Secretary
* Schweiker, has overruled Stockman and proposed
that Head Start remain as a categorlcal progra
with fundlnq of $912-million in FY 1983 ,

t

IV. Indirect Federal Supports for Day Care

A. Tax Credit for Day Care Expenditures: ' .

The largest single saurce of support for
day care services is through indirect funding
provided under the Internal Revgnue Code. According
to the 1982 Carter Budget Analysis, in 1980 about
$885 million was "spent" under the provisions of
the tax code, as amended by the 1976 Tax Reform
.Act, which provides for a tax credit to families
with children under age 15 who have day care
expenses related to their employment or educa--
tion. -

, The credit 1s currently claimed by 3.8
million families, mostly middle- and upper-
income. The tax credit cost the Federal Government
appro¥imately $1 billion in 1981. Until passage
of the Economic Recovery Tax Act of 1981, the '
maximum credit was 20 percent of expenses up to
52,000 tor one child or $4,000 for two or more
children. The Tax Act provides a sliding scale
beqginning ‘at 30 percent for those earning $10,000
or under a year, levellng out at 20 percent for
incomes of $28,000 per year and up. The maximum
amount. of expenses against which .the credit can

be taken has been increased to $2,400 for one
child and $4,800 for two or more children.” The
credit is not refundable, so people whose incomes
are too low to owe any income tax do not benefit

from these credit provisions. ,

.

B. AFDC:

States are required to disregard certain
earned income when determining, the eligibility
for AFDC. In the FY 1982 budget, the Administra-
tion placed a limit of $160 per month on the
amount which could be disregarded as a day care

pense. Previously all day care expenses reasonably

attributable to the earning of income were dis-
reqgarded.
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. . FY 1983
By 1981 FY 1982 Admin,
CAcrual (Ent.) __ Proposal

Hioek xrantas for
Gncial Lhervicep . . . ' '
Trtle XX 54,900, 32,400, . 51,974

v | (~—~<

{Day Care
eatimated
pnr‘xnn;

Work Incentive Program
(WIN;

“hay Care

et imated
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.CHILD WELFARE, FOSTER CARE AND : B
- ADOPTION PROGRAMS

-
LT Overview: . Over 1.8 million Amé®ican ®
children receive publicly supported child welfare
services. Of these, some have been involved in .
the more than 600,600 cases of child abuse and
neglect reported each year. -~ Others come from
- families who seek help when pressures of unemploy-
ment, fiscal constraints and other crises become
too much to bear.
over 600,000 of these children are home-
less, living away £rom their families in facilities
ranging from foster family hqpfs to costly child
care institutions. * In a large' city for examgple,
it costs $5,000 a year to maintain a child %ﬁ a
foster family home; over $14,000 to maintain a
child in an institution; and only $2,300 to s
maintain -a child with special services'at home
with his or her own family. v

Ry )

Often these homeless children are children . -
"~ with specjal needs stemming from physical, mental .
or emotional handicaps; some are victims of par-
ental abuse and negject; some' are involved with '’ p
the-juvenile court.” About 60 percent of the . .
children are white. Over 40 percent are pre=
> adolescents and 'adolescents. = . S e

In many States these children rémain in

‘care ah average of five years, shuttled from one C o4
home or institution to another with no sense of a
permanent family. Their®own families may not get .
help to get their children back so the children do=~
not return home, and yet the children are not
provided new permanent families through adoption. .
The main Federal programs designed to help child~

' ‘ren in these circumstances are described below.

N (%4
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Child Welfare Services )
& ' , . . :

The Child Welfare Services program is
authorized by Title IV-B of the Social Security.
Act. Under Title IV-B, States. receive Federal
matchlng funds for the provision of child welfare
services to children and their families, without
‘regard to income. ' Funds are distributed to the
States on the ba51s 0of under-18 population and per
capita income.:. By law, the Federal share .is /75
percent, .but the States spend consideTrably mére
*han their required 25 percent match for services.
under this program. It is eStimated that the.
Federal IV-B program provides 8-10 percent of ‘total
State spending on :child welfare services. The -
‘majority of child welfare services funds is spent
‘on foster care maintenance. However, famlly

. counseling-and rehabllltatlon, adoption serv1ces

and child protection services are also ﬁgnded by’
this program. (The Adoption Assistance and Child
Welfare Act of 1980 (P.L.c96-272) #put a ceiling

on how much Federal IV-B ﬁoney can be spent on fos-—
ter: care malntenance--see below.) _Throughout the

“-late 1970s it' is estimat®d that between 200,000 °

and 300,000.children per year received services
under the ¢hild welfare services program.

’ ' child welfare serv1Ces are also funded
under anotMer major Federal program, the Social
Services Block Grant authorized by Title XX of ' the
Social Security Act. . Under this.program, funds .

“are distributed to the States. to use -for the provi-

sion of a variety of social services, 1ncludlng
child, protedtive services, adoption seryices and
foster care serv1cea (but not foster ca main-
tenance).

¢

.

-~

IT. Child Welfare Training, Cer.

‘J/j The child welfarg training progrém is also
uthorized by Title T of the Social Security

Act, specifieally
cent Federally £

section 426. PHis 100 per-
ded program provides funds to
ipstitutions of”higher learning, usyaliy sécidl
work schoolii/ﬁer student a351stance‘and curriculum
development™in the child welfare area. This pro-
gram also funds various regional training centers:
and in-serviice training programs to assist States

A <

: ‘g _ 42
ERI |

A i e provided by Esic:
v




»
-4

36

e

in interpreting, implementlng ahd admlnlsterlng
Federal child welfare programs.

I3

_III. Foster Care

The Foster Care program ig authorized by

Title IV-E of the Social Securi Act and provides
matching funds to the States fof maintenance pay-
ments for AFDC-eligible childrén in foster care.
The matching rate foér a given State is that State's
Medicaid matching rate; nationally this rate has
in the past averaged approximately 56 percent. The
Foster Care program is an entitlement program,
although P.L. 96-272 imposed a temporary State-by-
State ceiling on Federal foster care spending for
Fiscal Years 1981-84, when IV-B appropriatjons
- exceed a certain level. (See below for a descrip-
tion of P.L. 96-272;) ' * o N

-

Other Federal programs ‘that fund foster
care maintenance or ‘related services 1nclude the
.Supplemental ‘Security Income (SSI) programi(Title
XVI of the Social Security Act), which provides :
for foster care maintenance for ellglblle dis-
abled foster children; the Emergency A591stance
program (Title IV-A of the Social Security Act),
under which participating States can provide for
emergency foster care maintenance for any child for
up to 30 days,.and the Social Services Block -Grant
(Title XX of the Social Seturity Act), which funds
States to prov1de a range of social services, in-.
cluding foster care and adoption serwvices. Use of
Title XX funds fpr foster care maintenance pay-
ments, however, is prohibited. '

Ta

\}V. Adoption Assistance

. The Adoption Assistance program was estab-
lished by P.L. 96-272 and is authorized by Title
IV-E of the Social Security Act. This program,
which the States are required to establish by the
end of FY 1982, provides Federal matching funds,
at the Medicaid matching rateé, for payments to
parents who adopt an AFDC- or SSI- ellglble child
with "special needs. A child with "special
needs" is defined as a child with a specific

3

.
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condltlon, such as ethnic background, age, member-
“ship in a sibling group or mental or physical
handicap, which prevents him or her from being
placed without assistance payments. * The amount of
the paymenhs is to be based on the economic cir-
cumstances of the adoptive parents and the needs
of the child, but cannot exceed the amount the
child was receiving as a foster child. Payments
. can continue until the child reaches the age of
18, or, in some cases,.,2l.'In addition, P.L. 96-
272 provided that each child on whose behalf '
adoption ass stance payments are made is deemed to
be ellqlbleiior medical assistance through the
Medicaid program.

¥

The Adoptlon Assistance and Child" Welfare
Act (P.L. 96-272)

P.I,. 96-272, which was enacted on June
17, 1980, made numerous changes in the Child
Welfare Services and Foster Care programs, and
established the Adoption Assistance program. This
latter program was put into a new Title IV-E 'of
the Social Security Act, ‘along with the Foster
Care program, which was removed from Title IV-A,
the regular AFDC program. This change entailed i
shifting Federal administration of the Foster Care
pregram from the ‘Social Security Administration to
the) Children's Bureau in the Office of Human
pévelopment Services in the Department of Health
and Human Services (HHS). This fiscal and admin-
istrative changeover is to be completed by October
1, 1982,

P.I,. 96-272 was an attempt to redirect
Foderal fiscal incentives away from out-of-home
care and encourage States to preserve families
where possible and, where placement is® necessary,
to ‘move children lnto permanent families through
return home or adoption. The law also provides
Federal reimbursement to States that grant sub-
sidies to assist with the adoption of children
with spcc1aﬁrneeds such as mental, physical ?r
emotional handicaps. ’

The requirements in P.L: 96- 272 were de-
signed not only to benefit'children- but also ‘to be
cost-effective. By discouraging the unnecessary
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© placement of children in foster care settings,
and encouraging the growth of alternatives. that

‘keep children in the home, P.L. 96-272 may lead
over time to significant cost savings. Indeed,
the Department of Health and Human.Seérvices esti-
mated, upon enactment of P.L. 96-272, that the law
would save over $4 billion in out-of- home care

average number of ch
The program has not yet bee

FY 1982 Budget Changes: dminys-~
tration proposed iIn FY 1982 to repeal the
Child Abuse Fgggﬁntion and Treatment Act and the
Adoption Assistance and Child Welfare Act of 1980
(P L. 96-272) and to include the programs addressed

.by each Act in the Social Services Block Grant.
However, the Administration's proposal was defeated
in. the Congress. Both laws remained intact in the
budget reconciliation. process, although funding
"for the Child Abuse program was reduced from $23
million in FY 1981 to about $17 million in FY
1982. The Child Welfare program was funded at a
level of $156.3 million, 4 percent below the FY
1981 funding level, And both the Foster Care and
Adoption Assistance programs were maintained as
entitlements that ensure funding for as many
children as are eligible for the programs.

The President's FY 1983 Budget: 1In its
FY 1983 budget proposal, the Administration has
proposed to include the Child Welfare programs in
a Block Grant. The Child Welfare Block Grant
would include the four programs described above:
Title IV-B Child Welfare Services and Training
programs, and the Titles IV-A and IV-E Foster Care
and Adoption Assistance’ programs addressed by P.L.
96~272. Funding ‘for the Blotk Grant would be
limited to $380 million for FY 1983 and thereafter.
Thus, the proposed funding level is 18 percent
below the current funding levels for these pro-
grams and 46 percent below the funding: levels
oriyginally anticipated in P.L. 96-272 for FY 1983,
leading critics to say that passage of the Block
Gggnt would effectively repeal P.L. 96~272.
3 . I
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FUNDING LEVELS'
{in millions)

.

, FOSTER CARE AND ADOPTION ASSISTANCE

FY, 1983
FY 1981 FY 1982 Admin,
R I Actual . (Eot.) Proposgal
Title IV-E (A) ’ ’
AFDC-Footer Care 5 349 $ 345 0
»
Title IV-E
Adoptaion Assistance 10 5. o]
Title V-8 \
Chi1ld welfare
Services 16} 153 o]
Title IV-R
Trainipg Program 5.2 3.8 o]
TOTAL $ 527.2 $ 506.8 $ 180 a/

A/The Administration proposes to replace all four listed
prevjrams with a Title IV-E Child Welfare Block Grant to be funded
ar $480 million starting in FY 1983,

Aruitoxt provided by Eic:

16




