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PREFACE

The following materials have been prepared by
the staffs of the Subcommittees as background for
the jointjlearings on the impact ofthe proposed
budget cuts on,programs that affect'childreri. The
material is designed to descfibe the mai,n 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_OOTHERS AND CHILDREN

I. ' Meslicaid, Title XIX of the Social Security
Act

Overview%' Medicaid 'is a Federal-State
entitlement program that purchases medical care
for some 22 million low-income aged, blind and
disabled persons and fami1ies with dependent
children. Enacted in 1965 as Title XIX of the
Social Security Aot, Medicaid is'the single most
Important source of health care financing for poor
children. 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

St te participation in the Program is
voluntary, although all States but Arizona (which
is ne(;otiating special terms) have chosen to do so.
The Federal GovernMent 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-capita 'income of the-State-(the-range'is a
minimum of 50 perc(nt in.the wealthier States to 77
perCent in the poorer States). Jr1 FY 1982, the
Federal Government will spend an estimated. $17.3 .
billion on Medicaid, theStates. an additional $14.2
billion.

Each State administers its dwn program
through a State Medicaid Agency within broad Federal
guidelines; thus, eligibility, benefits and pro-
vider reimbursemelft policies vary considerably from
State to State. Responsibility for managing the
prc,gram at the Federal level rests with the Health
Care Financing Administration of the Department of
Health and Human services.

Eligibility: Eligibility for Medicaid is
t" Fh, receipt of cash assistance under the

Aid to Families With Dependent Children program
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and the Supplemental Security Income prog am (SSI)
for,the aged, blind and disabled. In gene
States are required to cover the "categorically
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."

States have the option of extending Medi-
caid coverage to tho "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
incomes are higher than the AFDC or SSI eligibility
standards. In 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 income below the State's "medically needy"
standard, then the person is eligible for Medi-
caid coverage. ,If a State opts to cover any
"medicaljy needy" group (e.g., aged, blind, etc.),
it.must cover children up to 18 for ambulatory
services and pregnant women'for Prenatal care and
delivery. As of l9,81 30 States offered coverage
to the "medicilly needy."

Due tp restrictive .eligibility reguirements.,
many poor children do not/thave Medicaid coverage.
In 1976, an estimated 25 percdbt 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'
r,! the Medicaid expenditures. .In general, Medi-

i.ncome standards :for mothers and children
are lower than. those for aged, blind or disabled
adults.

Se_rvicps: Under Medicaid law, States
must offer certain "mandatory" services to the
"categorically needY": inpatient and outpatient
hospltal services; laboratory and x-ray services;
skilled nursing facility (SNF) services to persons
21 or older; home health services for those
entitled to SNF carel family planning services
and supplies; rural health clinic sery4ces;
and certified nurse midwife services Of particular

!!



importance hildren the. other "mandatory"
serv T11-c-lC.1-71Own as early and periodic screening,
lia nosis and treatment (EPSDT) , which is intended
to ake health assessments and preventive care
av, Able to children under 21 4n order to avoid
more costly illneves and. conditions.

States ,may also offer "optional" services
r ceive Federal matching paymenta for them.

Th se Include: intermediate care facility (ICF)
services, prescription drugs, eyeglasses, dental
f7are, linic services, physical therapy, occupa-
tional therapy and services for individuals with
speech, hearing and language disorders.

.The ,States may limit the amount, duration
and scope of both the "mandatory" and the-"optional"
services they offer (e,g., 14 hospital days per
year, 3 physician visits per month). States may
also impose nominal cost-sharing requirements on
the "medically needy" for all services and on the
"categorically needy" for "optional" services.
Nationwide, about 30 percent- of the Medicaid
dollar As spent on hospital care, 45 percent on
nursing home care (SNF and ICF).

FY 1982 Budget Changes: Through the
.0mnibus Budget peconciliation Act of 1981, P.L.
97-A5, Congress reduced Federal Medicaid outlays
for FY 1982 by $944 million and $880 million in
FY 198i. The major portion of these "savings"
comes from a pro rata reduction in Federal matching
payments to most States by 3 percent irFY 1982,
4 percent in FY 1983 and 4.5 percent in'FY 1984.
In addition, States were given flexibility in
administering "medically needy" programs allowing
them to deny coverage to childre'in under 18 for
all hut ambulatory services and to pregnant women
for all but prenatal care and delivery.

.

In addition, the Act made a number of
rrlit changes in AFDC eligibility rules resulting
in the loss of cash assistance and Medicaid .

co\tvrage fOr working mothers and their children.
According)rto Administration estimates, the net

at
result changes alone is the loss of
Medical- ,berwrits for 661,000 children and
1411,o-6- 0 .a( ultSin AFDC families, between 1982 and
Y081. --t-I/
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It shavald 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 k

nation's poor children. In 1979 it reached only
about 55 percent of those persons with incomes
below Federal poveety guidelines. MoreoVer, the
coverage offered to those eligible was otten quite
limited, as States sought to reduce outlays by
limiting benefits or reimbursement levels. In

1981, before the impact of the Federalnbudget
reductions was felt, ten States imposed limits on
the nu ber of covered days, six restricted the .

number of physician visits, And fourteen States

( 'ut elig ility.

The Ptesident's FY 1983 Budget: The
Administration is 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 schedule0 for implementation
under the 61981 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
living.

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
(such as clinic care) and all "optional" eligibi-
lity categories ;tich as "medically needy" families;
This Would require States to spend more of their
own funds to provide the same level of services or
eligibility; where States are unable or unwilling
to do so, these services and categories will be
rut

The Administration is also proposing to
require States to impose Copayments on all "cate-:
gorically needy" AFDC recipients-and all "medicalfy
needy",. mothers and children. The mandatory mini-:
mum amounts would, be $1.00 per visit for physiciap,
rlinic or hospital outpatient.department services
in the case of the "categorically needy", $1.50 An
the case of the "Medically needy." For inpatient
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hospital services, whether electiveor emergency,
minimum copayments in the amount Of $1 and $2 per
day would be required for the "categorically
needy" and "medically deedy," respectively. States
could, at their option, impose.additional cost-
sharing requirethents on dhy group for any services;
this cost-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
in AFDC-families would find their access to medical
CIN;4Ubstantially impaired.

In addition to these and other legislative
changes in the Medicaid program, the Administra-
tion is also proposing fUrther reductions in AFDC
eligibility and benefits which will result in the
loss of Medicaid covQrage for 133,06-0,AFDC families
in FY 1483.

II. Maternal and Child'Health (JMCH) Services
,B.lock Grant, Title V of the SociaI Security
Act

.

overview: The MCH Block Grant makes ,

Federal,funds,available to the States for the pro-
visionor purchase of a broad range of maternal
and child health services. The purposes are to
enableStates to reduce infant mortality, to
rectucejhe incidence of preventable diseases and
handicapping conditions among iow-income children,
to :increase the availability of prenatal, delivery,
and postpartum care to low-income women, to in-
crease the number of children'immunized agoinst
disease and receiving health assessments, and to
provide medically necessary services to handi-
capped children.

_
. ,

The MCH Block (Irant was created by the
omnibus liudget ReC:onciliation Art of 1981, P.L.
97-M. It.represents a consolidation of seven
separate formula and categorical'grant programs:
the Maternal and 7hild Health and Crippled Child-
ren's program (fo orly at Title V of the Social
f;ecurity Act"; the Supplemental Security Income

,
program for lifsabled Children; the Lead-based
Paint poisoning Prevention program; the Voluntary

12



.........i,.

Testing'and Counseling Programs for Genetio
Diseases; the Sudden Ihfant 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 and each fiscal year-
thereafter for the new MCH Block Gant; actual FY

.,'.1482 Appropriations total $347.5 million. MCH
Block Grant funds may not pe trangferred to other
block grants or used for purposes other than the
'Provision or pnrchase of maternal and child health
and crippled children's services.

t Funds appropriated in any fiscal year are
to be allocated among the States based op thefr
proportion,pte share of 1981 outlays for the pro-rr
grams consolidated into the MCH block grant. In
order to receive their allocations, StateQ must
file with thesSecretary of Health,and HumAl Services
a description of i, nded expenditures.and artstatement of assura Ces that the State will comply
with certain Federal requirements. In addition,
States are required to submit to the Secretary,
and to make available to the public,' annual .

f

activity reports and biennial audits. MCH Block
Grant funds may not be usedTin a'manner that
discriminates on the basis of age, handicap, sex,,
race, color, national origin or religion.1 '

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.

The legislation provides that 15.petcent
of the funds appropriated in.FY 1982-and between
10 and 15 percent of,the amouns eactOfiscal year
thereafter--is to pe administered by the Secretaty
of HHS. This Fede al sat.aside may be applaed to
one or more of th follOwing purposes: speCial
projects of t ion and national Significance;
r9tre".-JVh;:,f-aining; enetic disease testing,
counseling,.and information development and die-,

semination; and hemophilia programs. TheSecre-
tary is also responsible for identifying within
the Department of HHS an identifiablematernal and
child health unit which, in conjunction With the
National Center for Health Statistics, is to

1_3



collect,and maintain information on the bealth
status and health service needs of mothers and
chi.ldken.

Eligibility; 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; howevek, it may not impose any charges
for services on children or mothers whose incomes

,fall below the Federal poverty guidejines estab.--
lishedby OMB (the current poverty level for a
family of four, except in Alaska and Hawaii, is
$8,450).. In 1980, under the former programs
consolidated into the MCH Block Grant, 2.8 million'
children and 400,000 mothers received physician

,services.

'Services: States may use MCRoalock Grant
funds for the, provision of a broad range of maternal
and Obild 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 orbuildings or to match other Federal pay-
ments.

FY 1982 Budget"Changes: In the Omnibus
Budget Aeconciliation Act of 1981, P.L: 97-35,
Congress created the Maternal and Child Health
Services Block Grant Outof seven different formula
and categorical grant programs. The Act reduced
the authorization level for the Block Grant in FY
1982 to $373 million, aff 18 percent reduction from
FY 1981 apprcTriations levels of $406 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 is proposing to include the
Special Supplemental Food Program for Women,
Infants and Children (WIC) , as well as the related
Commodity Supplemental Foods program (GSFP), intb
the MCH Block Grant, reducing the authorization
for FY 1983 to $1 billion. This would represent a
.22 percent reduction from FY 1982 appropriations
levels for all three programs of $1.282 billion,



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 mtrolthers-and children--are unlikely to
..tie able to make up the resulting reduction in

eligibility or benefits.

r III.. Special Supplemental Food Program for Wbmen,
Infants and Children. (WIC) , Sebtion. 17 of
the Child Nutrition Act of 198/6/

,/

Overview: WIC is a Federally-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 authoriied
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 level
by the Food and Nutrition Service of the Depa4rt-

ment of Agriculture. The Department distributes.'
wIc funds among the various States, who'in turn
distribute the funds among local Agencies based
upbn 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, States
must submit An annual operating plan describing
the State's delivery systm, arrangements for co-,
ordinating with related Federal programs, and
priority areas.and populations. The State agency
is required tomiund local agencies serving areas
'or special popdlations most in need:
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Eligibility: The target.population is
pregnant and postpartum mothers and infants as well
as children who are (1) lo*-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 106 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 iri the form of,fobd or as vouchers
that can beredeemed in stores willing to partici-
pate. Food packages varyvby,eligibility category
(e.g., infants'0 through 3 months, infants 4 -

through 12 months, etc.). Participants also
receive nutritional, education.

FY 1982 Budget Changes: Although the
Administration proposed to cap WIC funding in FY
1982 and subsequent years at $725 million, or 28
pe'i-cent 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 is proposing to consolidate
WIC, alortg with the companion Commodity Supple-
mental Foods program, int8-the Maternal and Child
Health Services Block Grant established by the
Omnibus Budget Reconäiliation Act of 1981. The
authorization for the new Block'Grant would be
set at $1 billion. This regresents a reduction
of $281.6 million from FY 1982 appropriations for
the programs involved, or 22 percent before
adjusting for ipflation. States would have to
decide whether ko make up the shortfall in Federal
funding or whether to ration health care or
nutrition or both to this population.

1 6 )
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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): ThisJ
program, administered by the Centers for.Disease
Control of the Department of Health and Human
Services, provides grants, vaccine, epidemioloclical
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
immunize . T e Presi ent g, FY 9 bu ge proposes
to fund the program at a level of $21.9 million.

4,To

1
Community Health Centers (section 330 of

the Public Health Service Act) : This program
makes Federal grant funds available directly to
public and nonprofit kivate 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 chiddren and 40,000 women of
childbearing,age will have to look elsewhere for
care in the medically underserved areas where they
Live.

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

1 7



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
budget-;'-ie proposing to restructure the Primary
Care Block Grant to include three other programs
(Migrant Health Centers, Family planning and Black
Luny Clinics) and to set the authorization level
at the combined FY 1982 appropriations levels for
all the programs involved ($417 million), Congress
rejected a similar Administration proposal last
year.

Family Planning Program (Title X of the
,Public 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 educatitinal_
services. In 1981, over 4 million adolescents,
women and mothers received services at a4out
9,000 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 cons04date the Family Plann pro-
gram into the Primary Care Block Grant. ongress
rejected a similar 144inistration proposal last
year, decid,ing. instea to reauthorize the-program
on a categorical basis through FY 1984.

Migrane Health Centers (section 329 of the
Public Health Service Act): The MHC program pro-
vidPs grants to public or private nonprofit
entities delivering pr4mary health care services
to miqrant and seasonal farmworkers in higil 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
-'ource of prenatal or well-child care. TY 1982
appropriations for the MHC program are $38 million,
down front .$43 million in FY 1981. The President's
FY 1983-budget proposes to fold the Migrant Health
Center program into the Primary Care Block Grant.
Conlress rejdcted a,similar Administration pro-
posal lla3t year, opting,to reauthorize the program
as 1te9Orical program through FY 1984.

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

1 6
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dram makes grant funds available through the States,
to public and private nonprofit entities providing
comprehensive tental health services on an outpatient
basis, In 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 Community,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
rMHCs. The President's FY 1983 budget proposes to
continuo funding for this Block Grant at FY 1982
levels, making no adjustment fOr inflation.

'ommodity Supplemental Food Program (CSFP):
The CSFP-is a Predecessor of the WIC program, and
currently operates along side of, or in place of
WIC programs in 21 project areas. Persons may
participate in one or the other of these programs,
but may. noti participate in both. Authorized
through FY /1985, the CSFP program provides Federally
purchased commodities to States, which in turn
Aistribute them through local agencies to low-
income pregnant and postpartum women,.and infants
and children residing in approved project areas.
In FY 1981, an ayerage of 113,Q00 women, infants
:1M children participated in CSFP, Orograms orierating
1,11 2-1 project areas'at a Federal cost of c;27.5
milliOn. FY 1982 appropriations provided $29.8
million for the program. For FY 1983 the Admin-
Istration has proposed to.consolidate this.prograt
and WIC -into the Maternal and Child Health Services
Block Grant as described above.'

1 9



CHILD HEALTH AND RELATED FUNDING
(In MIllIonn)

Medicaid

Maternal G Child Health
Services Block Grant

FY 1481
Actual

$16,833

456.2

FY 1482'
(Eat.)

818,101

a/ 347.5

FY 1483

Proposal

$17,006

. 1,000

Special Supplemental
Food Program for
Women, Infants and
Chidren 900.0 904.3 b/

Commodity Supplemental
Food 29.B b/

childhood Immunization 24,0 21.8 21.9

Community Health Montero. )23. 248.4 417 c/

MigrantHealth centers 43,2 . 38.4

Family Planning' 161.7 124.8 c/

Community Mental H(albh
renters 278.1 d/ d/

afTotal appropriations for programs consolidated into Block
Grant in FY 1982.

h/The Administration proposes to consolidate this program
int,. the Maternal and Child Health Services Block Grant.

0/The Administration proposes to consolidate thin program
into the Primary care Block Grangiohich becomes effective for
011Cri In FY 1981. .

1/1,,,r1 >ck Grant.
d/NTlidated into Alcohol, Drug Absue and Mental Health
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CHILD NUTRITION PROGRAMS

Overview: Milli ns 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 s.tudy by the Congressional Budget
Office found that, except for the WIC program, the

School Breakfast program is the most nutritionally
effective 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. Apout 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 Fpeding program.

1

A description of the major child nutrition
programs follows.

1. National School Lunch Program (NSW')

The NSLP;, the oldest and largest child
nutrition program, is perManently authorized by
the National School Lunch Act of 1946. In .FY

1981, Federal subsidies were provided to State
educational agencies, and in some cases directly
to schools, 'to reimburse the costs of serving
lunches to just over 26 million,Children.

2 i
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oximately 48 percent of the children partici-
: inT in fhe lunch program were from

fil-glies whose income allowed them to receive 'the
Ign,--nes tree or At reduced price. Beginning. in
the 11-i-i2 school year, income eligibility is.set
.0 lio in'ont of file 0.m1i income poverty guidelines

r free meals and 185 percent of these guidelines
for reluced price mealS. The remaining chiLdren
recived lunches that were federally subsidized to

Ienner rierree, but without regard to family
income status.

1: o, 1 Breakfast Prograrrl (SBP)

The school breakfast program was estab-,
fwo-year pilot program in 1966 with .

the eha-trenr of the Child Nutrition Act of 1966..
The prolram was originally designed as a grant-
in-ail 'Oates for the purpose of creating or
expandinl nonprofit breakfash programs in sChools.
In lq'i +-he funding of the program was modified

normance funding basis providing cash
assisfan-e fo-stafes on the basis,of the number

1,reakfasts served and a federal reimbursement
r The It'rogram was extended; and. in 1975 was
belanent:v authorixed.
7
. ' FY 1581, an verage of approximatelY.

mg11c,,n children participated in the. school
;qograms operated. by some 35;000 Schools..

The -.7ist gity of the participants (80 per-
were from familres with inComes below 125

percent -d'the poverty level and received free
breal,,!1.;t.;.

ild care Food Program (C('FP)

The ccFP has been one of the fastest
gr ,wing cgtrition,programs, 'The ptoqram
mb.;ilizes mealn 'uc' rvi'd to children under 18, biA
prim'arity cJf prOschool :age, who are enrolled in a

nonprofit, nonresidential child-care
irr,gram.

A. -rage daily FY 1981 participation in
the child. c',Are food program was 744,500 children.



These children, most of whom are under age 5, were
participating in some 66,000 day Care centers and

family day care homes. In FY 1981, over 90 per-
cent of tHe children in these outlets received
flee or reduced price meals.

IV. Summer Food Service Program (SFSP)

The Summer Food Service program provides
federal reimbursement for meals served free,
during the summer months, to clIkldren living in

areas with poor economic conditibns.. Such areas
are defined as dreas where 50,percent or more of
the children'in school food programs receive free

or reduced price meals; PrograMs are operated by
residentlal public or privatenoh-profit summer
cf-imps or public or,private non-profit school
aut-horities, or local, municipal or county govern-
ments developing special summer or School vacation
program which provide food service.

In the summer of 1981, an averageef 1.3
million children participated in the Summer Food

Service program ',it a federal cost of $106.7 mil-
lion. Under current law federal expenditures for
the Summer,1982 program are expected to fall to
$61.1 million as a consequence of changes made r0.
p.L. 97-35

V. :31lecia1 Milk Program (SMP)

The Special Milk program provides a feder-
ally set subsidy or reimbursement rate for milk
served in schools or institutions that .do not
participate in other ohild nutrition programs.
,For FY 1982, this program is expected to pr2ide
$23.9 minim. ,in federal funds te offset tHt cost

of providing such milk. This milk may be provided
free to low income children (in which case the
federal payment meets the full cost) or aba
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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In FY 1U81, ippruxi%ately 10 million
,th:lAron, in Y6,000- schooLs and institutions,
received federally subsidized milk under this 4

Tr-4TAM ':;114.8 million. For FY 1482,
apploximately 20 percentieot

rt.et partiipants will be participating irT,the
;t i art. Thl.!-; dramatic reduction is a. conseqUence
ot-the provision in P.L. 46-15, which prohibited
schovds participating in toderally subsidized.meal
programs from also partieipating in the special
.mtlk program. In FY 1981, 'approximately 88 per-
cent flt all siwcial milk wa,s provided to recipi-
ents in schools that had othe r Federal food .
service programs.

"I NUt r t I ri Educa ion and 'Tra t n (NET)

The NET program. provides Federal 'fundS for
ate Hucational agencies for devetlopt-

merit ot comprehensive nutrition information ahd
11u,-.1.t1(,)mil programs for children participating ip
school lunch and, other child nutrition programs.
Fanding is to provide traininq,and education for
f.,1-hers ,oll school food serviCe personnel and fur_
nittition efucation program for children.- In PY

million was appropriated for this pr
wh 1.11 was t ni led at $16.6 mi 1 I ion in FY

pOiL

VI I . it het rif ion l'rovams.Affectr.ng Children

Two especially important nutrition**programs
a.ttecting children are the Special Supplemental

Program tot Women, Infants and Children
(WIk', and the commodity Coipp4ementa1 Food program
fC:TPi. The Administration proposal tot, Fy 1483
would eliminate funding for both these programs
anA increaselanding for the Maternal and Child
Health (McH) Block rirant. A desyriptipn-of these

.and the propose1 . fundiOrr cuts ran be
found. in the chapter on Health.Sorvice supra.

FY lt2Iiu4t Changes:: Child nutrition
Haograms were cut sigMercanti-y in the PY 1982'
b'idget. The School Breakfast prolfram was cut by
2U per,.ent. As a result of.the :cut, some 800

14.



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 subsidy for
students paying full'price for theineals. As a
result of the FY 1982 cuts, over 2,009, fewer
schools'and nearly 3 million fewer children are
participating in the'.program, including 900,000
-poor and nean-poor children who had been receiving
free or'reduced-price,lunches.,

The Child CarekFood progradr (CCFP) was
also cut by 30 percent, or nearly-$130 million.
Child care centers and family homes can now serve
.only twp meals and one snack avday, compared to
three meals and two snacks a day' before the cuts.
Eligibility tules were also changed for this
pi-6gram. Some Child Care centers have been forced

to olose because of the combined effects of CCFP,
CETA 46d, ocial services cuts. Many of those

.
that remain open are raising fees charged to low-
income working parents,...reducing the number of
children they care for, or reducing.the quality
of care they provide.

The Summer Food Service pflogram 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 organizations
no longer will be permited to partiCipate.

.

The Special Milk program has been cut by
over'.80 percent. In FY 1982, the program wad
eliminated in schools that opei-ate school lunch'

programs.

The President's FY 1983 Budget: The
Administration has proposed eVen further cuts in

child nutrition program6 for FY '1983. The School
Lunch program will'be relatively unaffected, but
the remaining foUr programo,'which serve pri-
moray poor and,near-poor children, will be
significantly hurt ifthese,proposals are adopted.
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The Reagan Administration proposes a Child
Nutrition Block Grant, which would combine the
School Breakfast program and CCFP, and a cut in4
funding for those programs from $735 million to
488 million. When this new cut is added to the

cuts, made in these programs 'last year, Elie com-
r)ind cut oVer the two years will be about
_Ler-Cent. Furthermore, the propo-sed PY 1983 Figure
would be a 'permanent funding level, so the number,
of meals that could be provided with the Block ,

Grant would decrease' as food prices continu
e,Drise. More hcschools will drop out of the S .74

Breakfast component:/ Hard-pressed low-income
working parents will be faced with increases in
child care costs to cover the cuts from the Child,
Care Food component .

lh addition to the cuts in School Break-
fast and cCFP, r-he Administration has proposed
eliminatinq the Summer Food Service program and
the Special Milk program entirely. ,This will mean
that approximately an additional 1 million poor
ohildren may go without nutritious meals durinq
the summer months in 1983, and many poor children
will no longer be' eligible for free milk. ,
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CHILD NUTRITION AND RELATED FUNDING a/ 12/
(in millions)

FY 1983
FY 1981 FY 1982 , Admin.
ActUal (est.) Proposal

School Lunch'

Regular NSec. 4) $ 103.7 $ 425.-0 452.0
Special (Sec. 11.
_.--frée and

,
redUced) 1,608.8 1,620.3 1,768.9

School Breakfest 321.0 335.0 0

Chiid eare Food '' a 317.5 298.4 '0

Summer Food 122. 62.0 0

Gen. Nutrit. Asst.
(proposeq FY 1982). 488.0

Nutrit. Educ. t---.

Training 16.6 5.0

Special Milk 119.8 ' 23.9 0

TOTAL \$3,270.0 $2,769.6 $2,681.0

a/Doeg not reflect Administration proposed changes in the
WIC and'CSFP programs.

WeFunding levels shown includes amoUnt,provided to territories
(exclusive of Puerto Rico) and the savings astocieted with proposed
nutrition assistance grant ,program for the territories.

Source: FY 1483 Budget-Appendix end Food and Nutrition
Service Budget Request Supporting Documents--February 8, 1982.



AID TO FAMILIES WITH DEPENDENT CHILDREN

Overview: Aid to Families with Dependent
Children (AFDC) iS the 'only,program explicitly
aimed at protecting poor children by giving their
fatilies income sUpport. ,,Sixty-eight percent of
all AFDC recipients, or over 7 million persons,
are children. Half are white. Halt are eigh
years old or younger. The remaining 3.5 million
are primarily the sole parent living with children
in single parent families.

very fewchildren "grow up" on weltare.
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 fourswill
receive AFDC at some point in their lives....Con-
trary to popular perception, 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 fall.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 never been employed. Two-thirds of the
mothers otchildren on AFDC were not high school
graduates.

In most States, AFDC payments are low. Ih
Mississippi (the,lowest), the aveTage 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 fora 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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AFDC recipients get no'automatic cost of
'living increases, and State AFDC payments,have
generally not,kept pace with inflation. The

average AFDC recipient now gets .$3..10 per day,

decrease from the comparable $3.55 per day in,

1976. Michigan, for example,. has,cUt benefits
twice'in the last.three years, and other.Statet
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 froM
$492,in 1970 to $360 in October of 1981. !

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

gives birth. Twenty-six States will not help a

two-paren family with 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 lunds, this resulted in a reduction of

almost $2 billion in money available for income
.supports to poor children and their families. The
AVpc changes adopted,inclUde the following manda-

tory provisions:

* Limiting AFDC eligibility to
families whose gross incomes
db not exceed 150 percent of
tbeir State's standard of need.

* Reducing disregards that are
applied to earned income before
'AFDC benefits are determined.

* Counting a stepparent's income
as available to a child in
determining AFDC eligibility
and benefit levels--whether it

is in fact available or not.

/4
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* Not a1l6wing Federal assistance:
for,AFDC for mothers pre4nant
for the first tithe until their
*sixth month of pregnancy.

* Limiting a former State option
of providihg,AFDC to'students
ages 18 to 21,,t6 students
through age 18 who are exPected
to, Complete hi4h "'school or a
vocational prograth by age 19.

* Except for the firt'and last
montha"of AFDC eligibility,
AFDC grapt levels are 'now cal-

,

culated l'retrospectively,"
based on income of one or two
months prior to the month the
grant is issued.

Optional.provisions include:

* Allowing St'ates to count the
value of food stamps and housing
sUbsidies ap income in deter:.
mining a family,'a AFDC eligi-
bility and benefit levels'.

*.741lowing States to set up
community work experience

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

* Aliowing States tO set up alter-
native work programs for AFDC
recipients, including work
supplementation programs and
work in'centive'demonstration
substitutes for the WIN program.

FY 1982 Budget Changes: The impact of'
these changes on the 7.6 million 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 21-year-
olds who are in school are expected to lose their
AFDC eligibility.
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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. In 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 ser4ices, which are also
being severely cut back. For example, reductions
in coverage of first-time pregnant women are
occurring at the same time unplannedkOenage
pregnancies are likely to increase alg a result of
reducbions 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 foi. FY 083 include the following:

* Eliminate the Emergency Assist-
ance program.

* Reguire'that part of the value
of low income energy assistance
grants be counted as income in
determining a family's AFDC
benefits.

* Reduce shelter and' utility
allowance's to AFDC families
who'have chosen tp 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.

* tnclude the income of all un-
related adults as part of the
AFDC Household's income.
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* Require nclusion of all re-
lated minor children, except
those receiving SSI benefits,
in the assistance unit.

* 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. 0,

* Eliminae funding for the Work
Incentive prociram (WIN) which .
provideS job counseling, traiftin
placement and support services
for AFDC retipients trying to
find permanent employment.

* Mandate workfare programs rather
tha..rr 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 aseign-
ment; and remove an employable
parent froth the AFDC grant whem
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 Food Stamp program.

3 2



AID Tel FAMILIES WITH DEPENDENT _CHILDREN

FY 1981 FY 1982
Actual Est.

1AFDC)

FY 1983
Admin.
Prop.

1983
as a
% of
1981

P-.ederal OUtlays
(millions) $ 7,085 $ 6,953 $ 6,077 -141

Number of Recipients
(thousands) 11,068 11,035 10,552 - 5%

Number of Families
rihousands) 308g. 3,802 3-,659 31

4
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DAY CARE AND OTHER CHILD CARE PROGRAMS

Overview) Day care refers to care given
infants and children by persons other-than their
own parents, usually when the mother Is working or
for other reasons is unable to provide fullyme
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. In fact, many children are in group care in
a home provided by an untrained person or in
individual care provided by a relative, neighbor
or friend in either the,home of the child or the
caretaker.. In many,cases4 children, even very
y0ung 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,
8.2 million (44.9 percent) of all preschoolers
d(under age 6) had mothers in the workforce. Ade7-
quake child care is a major problem for most
working and would be working mothers., "(Of AFDC 1%

mothers only 14 percent are in the work force.),,
Concern for the welfare. of the children of working
mothers 4s well as concern for increAsing the
eConomic independence of families haVe been
reasons that the Federal GOyernment has beCome
involved in Day Care.

The first significant use-ol Federal funds
for Day Care Services was during World War II when
the Lanham Act provi.ded funds to the States to
provide day care for mothers working in war industries.
At the end of the war, the funds were Oithdrawm,
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
day care an a component part. Federal support
romps from a variety of sources and precise amounts

(27)
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of funding for day care are difficult to deeermine.
Overall, Feder 1 support tor day care has increased

4
from $12.3 mi1l'Q.n in 19 to approximately $2.0
billion in FY 1-981 ($3.0 bT1lio n if the tax credit
for day i':are is included).

Several ;actors 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) .accurates
records have not been kept or are not current; and
,(4) some of the Federal support is not provided by
direct payments but provided by an indirect
'method such as allowing 0 individual a tax credit
for day care expenditures or not counting ceitain
amounts spent on day care-as income for purposes of'
determining,eligibility for X'FDC or food stamps.

The following programs are the most signi.7
.

ficant Federal support of daji cafe and child.care
services.

4

T. Block Grants for Social_Serviceti (BGSS)

(1.nder Title XX of the Social Security Act,
Federal funds are given to the State's (With.no
requirement for State matching funds) to pro7rde a
whole host of social services. One of the services
is day caro. The States have much flexibility in
de,iding how much of the grant, if any, will go to,r

_ day care, but they are specifically authorized to '

give grants to day care providers who hire welfare
recipients as "caregivers." There are no family
income'reguirements, and no fee requirements.

States receive Federal money on the basis.

1/21'

of population. The total mount available, to all
States for FY 1982 is $2.4 illion. As a result of
the Administratfon's FY 198 budget, as enacted in
P.L. 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 entitlement
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proqram, Title XX wils riot affected by. the 4 per-
cent across-the-board reduction in funding which
was pr-ovided for most non-entitlement domestic
programA for, 1982 as part of P.L. 97-92.

I is estimated that,day care services for
children consumed_about 25 percent of all Federal
funds spent for Title XX in Fiscal Year 1981 or
approximately $715 million. Day care expenditures
of both State and Federal funds were approximately
$886 million or 20 percent of the, total Title.,XX
program. ,With few excpetions, expenditures 'for a
particular service vary widely among,the States.

FY 1982 Budget Changes:. The Omnibus
Budget Reconciliation Act of 1981 (P.L. 97-92)
amended Title. XX, reducing funding .from $3.1
billion to $2.4 billion and eliminated-a special
$200 million earmarked for child care that was 100
percent Federally funded. It also eliminated the
relairement that the States supply $1 for every $3
.in Federal money.

The President's FY 1983 Budget:, The
AdministraViUn's FY 1983 budget proposal would
mean an 18 percent cut in the Title XX Social
Services Block 6rant (from $2.4 billion to $1.974
billion) which some estimate will cause 100,000
t'amilies to lose child care services.

II. Work Incentive Provam (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
Families with Dependent Children (AFDC) find and
retain jobs. WIN requires States to provide child
care 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
received WIN day care during FY 1979 was 74,029.
Thelay care portion of the program for FY 1981
-cost an estimated $50 million.

FY 1982 Budget Changes: In FY 1982 the
WIN fund'E-g was reduced from $365 million to

3 6



$245 ma..11ion,'a reduction of-almost 33 percent..

The President's FY 1983 Budyet: The
Administration is proposing to eliminate funding
for the WIN prdgram altogether in FY 1983.

III. Head Start

In January 1964, President JOhnson announced
his plans for the. War oriPOvertY. The wai was
launched with the enactment of the Equal Oppor-

.tunity Act (P.L. 88-452) which provided Federal
funding for,programs designed to reduce the causes
of povety. Head Start, au,.horized under this Act
is an educational program for primarily low-income
children between the ages of 3 and 5. It has as
its broad objectives the improvement of a child's
health and soCial development, as well as prepara-
tion for formO education. The provam'stresses
the importance of parenparticipation in both the
program planning and ,implemeRtation. Since 1965'
Head Start has provided health, sOucational and
nutritional services to 71 million children and
their families. The average cost of maintaining a
child in Head Start is $2,343 per year.:

The demonstrated success of Head Start is
well documented. Head Start children are medi=
caIly screened and provided with any necessary
treatment. Therefore', the healtti of these children
is bettor than children,of similar background who
have not been in Head Start. Follow-up studies
have,also shown that Head Start children clp better
in school and.coguire,less remedial eduCation than
non-Head Start children. -Head Start has also
fostered the,increased education and employment of
parents. Over 12",000 parents received some college
education and 30 percent of Head S'tart classroom
staff are current or former Head Start parents.

Head S\tart is administered by the Depart-
ment of Health and Human Services. Federal funding
is set at 80 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

3



population. Some 61 percent of Head Start's 4

children are black or hiSpapic and 65 percent live
in urban areas. In YY 1981, 378,500 children
participated in Head.Start.

FY 1982 Budget Ch;inges:. The Administra-
tion originally adopted the 16 percent increase
proposed by the Carter Administration in Head
!It.A-t's budget, from $820 million.in FY-1981 to
$8')0 million in FY 1982.. This increase- would
have helped Head Start programs keep pace with
inflation but not expand. .In September, the
Adinistration shifted.from regues,ting $950 million
and recommended .that Head Start be cut.back 12
percent, to $816 million. Congress included $912
million for .11ead Start for FY 1982.

Funding constraints tikier the past several
years have-caused-a reduction in the number of
hours of service per day and the, number of weeks
per year thar programs stay open. Teachers re-'
ceiVe low salaries (averaging approximately
$7,500.per year).. Classroom size.has incireased,
staff-child ratio's have . decreased, and high
transportat),on costs have e luded Many isolated
rural families from.the pr rhm.

A,
The Head. Start program has alno suffered

indirectly.as a result of program cuts in other -

areas. For example, Head Start lost 6,000. workers,
(ol .$26.9 million) beCause ofithe elimination of
the Public Service- EmpIoYment component of the
Comprehensive Employment 4nd Training Act (CETA):
These workers served more 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 services (now the
Social services Block (rant). In addition, the
effects of cuts in AFDC, Medicaisl, food stamps
and low-income energy assistance will affect many
of the children and families served by Head
Start.

The President's FY 1983 Budget: Budget
Director Stockman proposed that Head Start,be
placed in a block'grant to be phased in over a
four-year period beginning in. FY 1983 and funded
at $780 milliona cut of 14.5 percent. The
President, in response to an appeal by the
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4

-Department of Health and Human Services Secretary
Schweiker, has overruled Stockman and proposed
that Head Start remain as a categorical prOgratfill

with funding of $912-million in FY 1983.

IV. Indirect Federal Supports for Day Care

A. Tax Credit for Day Care Expenditures: '

The largest single source of support for
day care services is through indirect funding
provided-under the Internal Revynue 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 is currently claimed by 1.8
mIllIon families, mostly middle- and upper-
income. The tax credit cost the Federal Government
approlr1mate1y,$1 billion in 1981. Until passage
of the Economic. Recovery Tax Act of 1981, the
maximum credit was 20 percent of expenses up to

$2,000 for one child or $4,000 for two or more
children. The Tax Act provides a sliding scale
beginning 'at 30 percent for those earnlnq $10,000
or under a year, leveling 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
Apense. Previously all day care expenses reasonably
attributable to the earning of income were dis-
regarded.

3 9
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'CHILD WELFARE, FOSTER. CARE AND
ADOPTION PROGRAMS

Overview: Over 1.8 million Amdhcan
children receive publicly supported child welfare

services. Of these,scme have been involved in
the More than 600,00 cases of child abuse and
neglect reported each year.7 Others come from
families who seek help wtien 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 from their families in facilities
ranging from foster family homes to costly child,

careinstitutions., In a large City for exaule,
it:costs $5,000 a-year to maintain a child a-

foster family'home; over $14,000 to maintain a
child in an institutio4; and only $2,300 to
maintain a-child with special services'at home
with his or her own family.

Often these homeless children are children
with specIsl needs stemming from physical, mental ,

or emotional handicaps; some are victims of par-'
ental abuse and neglect; some are involved with
the-juvenile court./ About 60 perdent of the .

children are white. Over 40 percent are pre=
adolescents and sdolescents-

In many States these children remain in
Care an average of five years, shuttled from one

home or institution to another With no sense of a
permanent family. Theirlkown families may not get
help to get their children back so the children da-0
not return home, and yet the children are not
provided new permanent families through adoption..
The main Federal programs desi.gned tO help' child.-

'len in these circumstances are described below.
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I. Child Welfare Services
a

The Child Welfare Services program is
authorized by Title IV-B of the Social Security,
Act. Under Title IV-B, States, receive Federal
matching 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 basis of under-18 population and per

.

capita income. By law, the Tederals share is 75
percent,.but the States spend consideiably m e
than their required 25 percent.match fbr service's.
under this pEogram. It is estimated that the.,
Federal IV-B program provides 8-10.percent of'total
State spending on,child welfare servides. The
majority of child welfare services funds is. spent
'on foster care Maintenance. However, faMily. ,
counseling.and reciabilitation, adoption services
and child protection services aro also kvndedhy'
thib program. (The Adoption Assistance and Child
Welfare Act of 1980 ,(P.L.06-272)fput a ceiling
on hOw much Federal IV-B Money can be spent On'fos-
ter. care maintenance--see "below.) Throughout the
-late 1970s it is estimatéd that,between 200,000
and 300,000 ohildren per year received services ,
under the Ohi/d welfare services program.

Child welfare serviOes are also funded
. under anotker major Federal:program, the Social
Services Block Grant authori2ed by Title XX of.the.
Social Security Act. Under this.program, funds
are distributed to th'e States to use,for the provi-
sibn of a variety of social services, including
child, protedtive services, adoption ser-'ces and
foster,care seryices (but not foster ca main--
tenance).

II.. Child Welfare Training,

The child welfar training progrn is also
-uthorized by Title I of the Social Security
Act, spcifiallybysection 426. Sis 100 per-
cent Federally fyfided program provi es funds to
ipstitutions ofr higher learning, us ally scici41
work schools, for student assistance and curriculum
develoPment in'the child welfare area. This pro-
gram also funds various regional training centers- .,

and in-service training programs to assist States
,

4 2
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ifi interPreting, iMplemefitifig afid administering
Federal child welfare programs,

III. Foster Care

The Foster Care program i,I authorized by
Title IV-E of the Social Securi Act and provides
matching funds to the Seates fo maintenance pay-
ments for AFDC-eligible children in foster care.
The matching rate fdir a gi'ven State is that State's
Medicaid matching rate; natiOnally this rat.e 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 appropriations
exceed a certain level, (See below for a descrip-
tion of P.L. 96-272.) 4

Other Federal programs that fund toster
care maintenance or-reIated services includethe
Supplemental Eecurity Income (SSI) program(Title
XVI of the Social Security Act),. which provides :
for foster care maintenance for eligibile,dis-
abled foster children; the Emergency Assistance
program (Title IV-A of the Social Security Act),
under which participating Stai.tes 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 Seburity Act) , which funds
States to provide a range of aocial services, in7
cluding foster care and'adoption serv,ices. Use of
Title XX funds for foster care maintenance pay-
ments, however, is prohibited.

V. Adoption Assistance

The Adoption Assistance program was estab-
lished by P.L. 96-272 apd 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 rate, for payments to
parents who adopt an AFDC- or SSI-eligible child
with "special needs.", A child with "special
needs" is defined as a child with a specific
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condition, 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 payments 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, oK, in some cases,,21.'In addition, P.L. 96-
272 provided that each child on 'Whose behalf
adoption assstance payments are made is deemed to
be eligible"or medical assistance through the
Medicaid program.,

V. The Adoption Assistance and Child'Welfare
Act (P-.L. 96272)

P.L. 96-272, which wag enacted on June
17, 1980, made numerous changes in the Child
Welfare Services and Foster Care programs, and
establiShed the Adoption Assistande program. This
latter program was piit 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 tegular AFDC program. This change entailed
shifting Federal administration of the Foster Care
prsgram frOm the*Social Security Administration to
th0Children's Bureau in the Office of Human
eevelopment 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.L. 96-272 was an attempt to redirect
Federal fiscal incentives aWay from out-of-home
ca're and encourage States to preserve families
where possible and, where placement is'necessary,
to.move children into permanent 'families through
return home or adoption. The law also provides
Fedwral reimbursement to States that grant sub-
sidies to assist with the adoption of children
with speciatrneeds such as mental, physical cir
emotional handicaps.

The requirements in P.Lt 96-272 Were de-
signed not only to benefitchildren-but also'to be
cost-effective. By discouraging the unnecessary

4 4
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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 HumarpServices esti-
mated, upon enactment of P.L. 96-272, ihat the law
would save over $4 billion in out-of-home care
costs over the next five years by reducin
average number of ch en n care by 30
The program has not yet bee fully implem

the
ercent.
nted.

FY 1982 Budget Changes: dmin s-
tration proposed in FY 1982 to repeal theg'4

Child Abuse ilreyention and Treatment Act and the
AdoPtion Assistance and Child Welfare Act of 1980
(P.L. 96-232) and to include the programs addressed

,by each Act in the Social Services Bfock Grant.
However, the Administration's proposal was defeated
in the Congress. Both laws remained intact in the
budget.redonciliation.procesa, 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
le'rel of $156.3 mil4on, 4 percent below the FY
1981 funding level, Snd.both the Foster Care and
Adoption Assistance kograms were maintained as
entitlements that ensure funding for as many
children as are eligible'for the programs.

The President's FY 1983 Budget: In 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 IWA and IV-E Foster Care
and Adoption Assistance'programs addressed by P.L.
96-272. Funding for the Blo6k 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 peroent below the fundiniglevels
originally anticipated in P.L. 96-272 for FY 1983,
leading critics to say that passage of the Block
Glitrit would effectively repeal P.L. 96-272.
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ottILD WELFARE.SERV ES, FOSTER CARE AND ADOPTION ASSISTANCE
FUNDING LEVELS
(in millions)

Title IV-E (A)
AFDC-Footer Care

FYA.983
FY 1981 FY 1982 Admin.
Actual (Est.) Proposal

7 349 $ 345 0

Title IV-E
AdoptiOn Assistance 10 5 0

Title IV-8
Child Welfare
Services 16) 153 0

Title IV-B
Training Program

ToTAL

5.2 3.8

$ 527.2 $ 506.8 $ 380 a/

a/The Adminiotration proposes to replace all four listed
programs with a Title 1V-E Child Welfare Block Grant to be funded
at 7580 Aillion starting in FY 1983,
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