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~State Rather Than Federal Policies

- Provided The Framework For
Manag\ing Block Grants

. ”

‘Block brants ‘have enabled states to plan and manage programs in

accordance with processes used for related services, use established
-service delivery systems, and carry out other management functions,

‘such as pregram monitoring and audit using established state pro-
‘cedures. States’ prior involvement with many of the categorical
‘programs and related state activities provided an administrative
-framework for carrying out their new block grant responsibilities. The
. notaple exception was community services where limited prior state
.- involvement required states to develop an administrative structure for

" . the program as well as relationships with sergjce providers.

" ""As block grant implbmehtation proceeded, the 13 states reported
- managementimprovements, These focused on reducedtime and effort

preparing applications and reports, changed or standardized admin--

istrativé procedures, improved planning and budgeting, and better use

_w 'J. --extent these changes retiuced state administrative costs.

of staff. However, GAQO was unable to measure whether and to what

- . strengthén the data rol'ection requirements for several block ?rams.
The Congress also created uniform audit requirements for all federal

grants through the Single Audit Act. Once properly implemented, this
" legislation should improve states’ ability to cover block grants through
.~ broader single audits. _ . . ‘

To facilitate better program ov"eréight, the Congress acted in 1984 to .

assistance programs to state £d local governments, including block
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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON D.C. 20548

B-217560

To the President of the Senate and the
Speaker of the House of Representatives

At the request of the Chairman, Senate Committee on Govern-
mental Affairs, as well as other congressional committees, the
General Accounting Office reviewed the implementation of the
block grants created by the Omnibus Budget Reconciliation Act of
1981. This report analyzes states' planning and management of
block grant programs. It is one in a series we are issuing on
block grant implementation.

Copies of this report are being sent to the appropriate
House and Senate committees; the Secretaries of Health and Human
Services and of Education; the Director, Office of Management
and Budget; and the governors and legislatures of the states we

vigited.

Comptroller General |
/ of the United States ‘
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The Omnibus Budget Reconciliation Act of 1981
substantially changed various federal domestic
assistance programs by consolidating numerous

- categorical programs into nine block grants and

shifting primary management responsibility to
states, These block grants provide states
greater discretion to plan and manage federal
funds in accordance with state priorities and
procedures. As a result, it was expected that
states could deliver services in a more coordi-
nated and efficient manner than was possible
under the categorical approach, .

This report describes trends in states' planning
and management of block grant programs. It 1is
one of a series GAO is issuing on block grant
implementation. Earlier reports focused on how
states implemented each of the block grant pro-
grams and on issues pertaining to all these pro-
grams, including financing trends, civil rights
enforcement, and public participation. GAO did
its work in 13 states: California, Colorado,
Florida, Iowa, Kentucky, Massachusetts, Michi-
gan, Mississippi, New York, Pennsylvania, Texas,
Vermont, and Washington, )

This report is based on these states' implemen-
tation of seven block grants--alcohol, drug
abuse, and mental health services; community
services; education; low-income home enerqy as-
sistance; maternal and child health services;
preventive health and health services; and
social services. It does not discuss two other
block grants created in 1981 because only one
state accepted the primary care block grant and
GAO's earlier study of the small cities commu-
nity development block grant involved different
states.

¥or the seven block grants, the 13 states re-
ceived about 46 percent of 1983 national block
grant appropriations and account for about 48
percent of the nation's population. Wrile these
states represent a diverse cross-section, GAO's
work cannot be projected nationally. Also, GAO

i GAO/HRD-85-36
MARCH 15, 1986
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did not obtain comments on this report from fed-
eral agencies which administer the block grants
because information in this report is largely
based on data presented in earlier GAO reports
on each block grant program. These reports, were
reviewed in draft by federal agency officials
who generally concurred with the findings.

BROADER STATE PLANNING AND
BUDGETING PROCESSES INFLUENCE
THE USE OF BLOCK GRANT FUNDS

Decisions on how to use block grant funds were
linked to broader decisions on related state
programs for health and social services and the
state portion of the education block grant.
States provided significant shares of the total
expenditures for these programs, and as a re-
sult, state block grant plans were generally
either derived from, or consistent with, alloca-
tion decisions made during state budgetary or
planning processes. Rather than being treated
as separate programs, block grant funds were
considered as funding sources available to
achieve broader state goals. (See pp. 8 and 9.)

In contrast, decisions on the use of low=income
energy assistance and community services funds

"tended to be made through planning processes es=

tablished for these programs, primarily because
the states contriruted little, if any, of their
own funds in these areas when they were categor-
ical ‘programs. 1In the carce of community serv-
ices, moneys went directly from the federal
government to local providers. 1In most of. the
13 states, these block grants cre distinct pro-
grams supported solely with federal funds. (See
pr. 9 and 10.)

State program officials in over half of the
cases examined said that block grants led to
improvements in planning and budgeting. They
indicated that block grants added flexibility
which enabled them to better integrate related
federal and state activities. Improvements were
made more often in programs like maternal and
child health where states perceived the greatest
increase in flexibility. For certain programs,
however, states' ability to more fully integrate
block grants with state agendas was constrained
by federal restrictions. (Ssee pp. 11 to 13.)
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BLOCK GRANTS INTEGRATED INTO

~ESTABLISHED DELIVERY SYSTEMS

The 13 states GAO visited were not required to
make significant changes in state organizations
or service delivery frameworks. Their substan-
tial involvement with prior categorical programs

-and their own programs enabled states to use

existing organizations and provider networks to

implement social services, health, energy as- ‘

sistance, and education prograus. (See pp. 13 ' S
and 14.) ‘

In some cases, however, states consolidated of-
fices or further integrated service delivery
under related programs. Under the education
block grant,  for example, 5 of.the 13 states
inerged state offices, Also, because many zwards
under the prior@Programs were made directly to

.local providers, the alcohol, drug abuse, and

mental health block grant provided substantial
opportunities to integrate federally funded ac-
tivities into established state delivery net-
works which included county or regional agen-
cies. (See pp. 15 and 16.)

Community services posed particular management
challenges. 1In contrast to the other block
grants, states had a minor role under the prior
categorical programs and in most cases did not
support comparable activities. States conse-
quently had to develop an administrative struc-
ture and cultivate new relationships with serv-
ice providers. (See pp. 16 and 17.)

Across all seven block grants, states generally b
did not delegate increased discretion to local
governments. Reflecting the integration of
block grant funds in established delivery sys-
tems, states applied controls and restrictions
to block grant-supported service providers that
have been imposed for other state programs,
Twelve of the 13 states imposed restrictions

and requirements--in addition to federal
requirements--such as local matching of funds or
prior state approval of hiring actions. (See
pp. 18 and 19.)

iii
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INCREASED MANAGEMENT DUTIES ASSUMED

THROUGH ESTABLISHED PROCEDURES

it

In overseeing block grant funds, states have
hbeen encouraged %0 interpret the legislation and
rely on existing management procedures rather
than look to the federal agencies for such guid-
ance. Due to their prior involvement in health,
social services, and energy program areas,
states generally did not change their levels of
monitoring devoted to these block grant pro-
grams., Service providers were usually monitored
for their use of block grant funds ﬁQ\Fonjunc-
tion with related state programs. AN

The 13 states ‘had to make substantial adjust-

‘ments to manage the community services block

grant due to their lack of prior involvement.
While six states initially adopted federal ad-. .
ministrative procedures used for the categorical
programs, .these states are moving to establish
their own procedures, as did the other seven
states from the outset. (See pp. 23 to 25.)

The block grant legislation required states to
arrange for independent financial and compliance
audits of program expenditures. Generally,
states were covering block grants at the state
level through department-wide single audits of
agencies. Such efforts, however, were compli-
cated by inconsistencies between federal single
audit policy and individual block grant statu=
tory requirements regarding audit scope and fre-
quency. The 1984 sSingle Audit Act created uni-
form audit requirements for federal assistance
to state and local governments. Once properly
implemented, the legislation should improve
states' ability to cover block grants through
broader single audits. (See pp. 26 to 30.)

While states assumed management responsibility,
federal technical assistance on applications,
reporting, and funding restrictions proved help-
ful in more than half of the cases examined.
However, assistance on data collection issues or
management procedures was sought in less than
one-third of the cases.
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Although assistance was provided in 82 percent
of the cases where states requested it, federal
agencies would not provide further clarification
or interpretation of certain statutory provi-
sions. Consequently, some state officials '
looked to their own rules or national profes-
sional associations for guidance, while others
chose ' to. continue to use categorical rules.

As states have gained experience with these
programs, however, their need for' additional
federal technical assistance has reportedly
diminished. (See pp. 31 to 35.)

ABSENCE Of NATIONAL DATA PROMPTS
STRENGTHENING OF REPORTING PROCESSES

Consistent with the administration's desire to
minimize federal intrusion, states were given
discretion to determine the form gnd ¢content of
block grant data collected and reported to fed-
eral agencies. ' States were tailoring their data ?
collection systems primarily to their own bud-
getary and legislative needs. As a resylt, in-
formation reported to the federal government was
not consistent across the states. To help pro-
vide a national picture cof certain programs, the
Congress acted in 1984 to add new data collec-
tion provisions to five of the seven block

.grants. (See pp. 35 to 40.)

BLOCK GRANTS, PROMO™E
MANAGEMENT IMPROVEMENTS

Block grants have provided opportunities to
streamline and improve administrative manage- .
ment. For example, state officials in about

68 percent of the cases reported that block
grants reduced the time and effort devoted to
federal applications and reporting. Further, in
33 percent of the cases, state officials cited
improvements in using their personnel. (See

pp. 42 to 45.) )

Block grants also prompted states to standardize
or change their administrative procedures in

67 percent of the cases. These included both
standardizing reporting and administrative pro-
cedures across block grants and extending state
procedures to block grant programs. In other
cases, however, administrative changes led to
increased or more stringent requirements, as
states increased their oversight of service
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providers-in-reSponée to their greater responsi-
bilities. (See pp. 46 to 49.) '

While block grants prompted considerable admin-
istrative simplification, they also ushered in
new state management responsibilities. GAO was
not able to measure the effect, of these gompet-
ing forces on state administrative. costs. The
absence of unifdrm and consistent data at the
state level and comprehensive baseline-informa-
tion on the administrative costs of prior cate-+-
gorical "programs precluded such measurement. ~
(See pp. 49 to 51.) -

CONCLUDING OBSERVATIONS

Several aspects of states' block grant experi-
ences may be useful in considering future pro-
posals. First, block grants provide the ’
greatest opportunity for better coordination

with state activities where states have had sub- -

stantial involvement in prior federal ‘categori-
cal or related state programs. 1In these cases,
state rather than federal policies provided the ~
management framework, permitting various .im-
provements ‘and administrative simplifications.
In contrast, block grants provide more chal-
lenges where states have little prior involve-
ment. Programs like the community services
block grant required states to develop new man-
agement systems and organizations, sometimes '
prompting increased state staffing.

Second, although states were delegated greater
responsibilities, an intergovernmental partner-.
ship in certain areas could be helpful for
future block grants. Federal technieal assist=-
ance would be helpful to states in initially
adjusting to new roles although the need for
such assistance may decrease as states gain ex-
perience.  Also, because’ of its policymaking and
oversight roles, the Congress should pay partic-—
ular attention to its information needs in de-
signing. future proposals. Although national. re-
porting standards may entail some loss of state
flexibility, the availability of national data
should permit better assessments of how well
block grants are meeting the needs of those
served.
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CHAPTER 1

INTRODUCTION

As a part of the Omnibus Budget Reconciliation Act of 1981
(Public Law 97-35), the Congress consolidated numerous federal
categorical grant programs into nine block grants covering a
wide range of domestic assistance areas. Four block grants
relate to health services, and one each to social services, low-
income energy assistance, education, community development, and
community services. These block grants providea states with
greater decision-making authority than the prior categorical
programs.

A central purpose of these block grants was to permit
states and their local governments to manage federal funds in a
more coordinated and efficient manner. States were given con-
siderahle discretion and responsibility to plan and manage pro-
gram activities in accordance with state priorities and proce-
dures, as both federal regulations and the federal oversight
role were substantially reduced. Consequently, considerable in-
terest has been generated over how states would use the expanded
flexibility to meet these increased managerial responsibilities.

This report examines how 13 states have set priorities and
managed the use of block grant funds. It is one of a series is-
sued on block grant implementation (see app. I). Earlier re-
ports focused on state implementation of each block grant and
summarized our conclusions on a range of issues, including fund-
ing trends, program modifications, and public accountability.
Each report also included detailed information on state efforts
to manage the programs supported with funds from each block
grant. '

BLOCK GRANTS EXPECTED TO OVERCOME MANAGERIAL
WEAKNESSES OF CATEGORICAL GRANTS

Block grants were promoted as a way to overcome perceived
problems with the categorical approach to delivering federal
assistance to state and local governments. Categorical grants
are narrow in scope and objectives and typically accompanied by
numerous federal programmatic and administrative requirements
specifying objectives to accomplish as well as the means to
achieve them. In 1981, the federal government funded over 500
categorical grant programs comprising approximately 80 percent
of the $94.8 billion in federal assistance provided that year to
state and local governments.

14




Studies of the federal assistance system, including those
of GAO and the Advisory Commigsion on Intergovernmental Rela-
tions (ACIR), concluded that categorical grants have impeded the
planning and implementation of state and local projects.1 The
proliferation of numerous related categorical programs in key
functional areas has promoted an overly fragme,.ted system of
service delivery, sometimes leading to costly duplication of
services. As noted in a 1981 Senate committee report proposing
the block grant legislation, categorical programs and their
attendant requlations (1) did not provide adequate flexibility
to meet state and local needs and priorities and (2) were not
well integrated or coordinated with related services provided by
the states. The report stated that the exter.sive federal admin-
istrative requirements imposed a burdensome and costly layer of
red tape and administrative overhead at the state and local
level.

By ponsolidating many of these programs and reducing fed-
eral administrative requirements, proponents of the 1981 block
grants believed that services could be provided more effectively
and at lower cost.

--First, it was expected that states would implement the
programs pursuant to their own priorities and needs and
use their flexibility to integrate or better coordinate
fund allocation and service delivery with related state
programs.

--Gecond, the states were expected to assume principal re-
sponsibility for fiscal and programmatic accountability.
State procedures, not federal requirements, were to be-
come the primary administrative criteria for these fed-
eral funds with little reliance on federal interpreta-
tions or guidance.

--Third, it was expected that greater operating efficiency
would be achieved due to less federal administrative re-
quirements as well as the elimination of overlapping fed-
eral programs. States would have greater opportunities
to streamline or standardize administrative procedures
for related programs. The administration believed that

Tror GAO's perspective, see Fundamental Changes Are Needed in
Federal Assistance to State and Local Governments (GGD-75-75,
Aug. 19, 1975). ACIR has issued several reports on this

subject, including the 14 volume study, The Intergovernmental
Grant Systems An Assessment and Proposed Policles, published

during 1976 to 1978.




the savings accruing from increased efficiency would
offset some of the funding cuts accompanying these block
grants,

The admianistration hoped that states would, in turn, mini-
mize the extent of regulation and thus pass on discretion to
local goverwmments involved in providing services.

OBJECTIVES,_QSOPE, AND METHODOLOGY

The objective of this report is to describe the managerial
changes brought about by these block grants by examining several
areas of state planning and management, including

—--the planning processes used by states to set priorities
for the use of block grant funds,

--the states' organizational framework and networks used
for the delivery of services supported by block grant
funds,

--the processes used by states to oversee block grant
expenditures, and :

--the perceived effects of the block grant approach on
state administrative turdens and processes.

. As shown in the map on the following page, we conducted our
work in 13 states: California, Colorado, Florida, Iowa, Ken-
tucky, Massachusetts, Michigan, Mississippi, New York, Pennsyl-’
vania, Texas, Vermont, and Washington. These states were se-
lected to attain geographic balance and to include states with
(1) differing fisecal conditions ard varying ranges of per capita
\ incomes, (2) varying degrees of involvement by state executive
\ and legislative branches in overseeing and appropriating federal
funds, and (3) varying service delivery systems. At least
| state was selected in every standard federal region and, in
total, the 13 states accounted for approximately 46 percent of
all 1983 block grant funds and about 48 percent of the nation's
population. Our sample of 13 states represents a judgmental
selection. Therefore, our results may not be projected to the
\ nation as a whole.
A
\

\

\.
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This report focuses on seven of the nine block grants en-
acted in 1981: maternal and child health services (MCH); pre-
ventive health and health services (PHHS); alcohol, drug abuse,
and mental health services (ADAMH); social services (SSBG); ‘com-
munity services (CSBG); low-income home energy arsistance
(LIHEA); and education (ED), Total national appropriations for
these block grants averaged about $6.4 billion a year for fiscal
years 1982 through 1984. Our analysis of the small cities com-
munity development block grant dealt with different states and
preceded the study of the other grants because that work had to
be completed for reauthorization hearings in early 1983, The
primary care block grant was omitted because only one state
chose to administer it.

The data we collected focused on state implementation
policies and practices and were obtained between June 1983 and
June 1984.

Nearly identical questionnaires were given to state program
officials respounsible for each of the seven block grant programs
in each of the 13 states. For each program, this instrument in-
cluded detailed questions on state planning, public participa-
tion approaches, state data collection efforts, states' use of
federal technical assistance, state monitoring and oversight
practices, and the effects of block grants on state management
and administrative procedures. Since the questions asked were
generally the same for each block grant, we were able to compare
and aggregate responses across all block grants. The question-
naire was pretested and externally reviewed, prior to its use,
by knowledgeable state program officials. y

The questionnaires were completed by senior level program
officials who had primary responsibility for administering the
block grants in the 13 states included in our study. We speci-
fied in the questionnaire that the responses should represent
the official position of the program office. We received com-
pleted questionnaires for each of the seven block grants from
the 13 states,

To examine the administrative cost issue, we developed a
different standardized data collection instrument which was also
to be filled out for each of the seven programs in each of the
13 states. Here we asked a number of detailed questions regard-
ing how states defined administrative costs for block grant pro-
grams and for prior categorical programs. We also sought to
obtain information on state policies regarding the administra-
tive costs for local subrecipients.

We also used an audit guide for each block grant to collect
information on administrative organization and management of




these programs in each state. For each block grant in each of
the 13 states, summaries were prepared describing state program
implementation, including their planning processes, selection of
local service providers, and requirements imposed on these pro-
viders. We briefed state officials on: the information contained
in these summaries and offered them the opportunity to comment
on its accuracy and completeness. The summaries were modified,
where appropriate, based on comments provided by state program
officials.

For the section on block grant auditing in chapter 3, we
conducted a set of separate interviews with state audit and pro-
gram officials in the 13 states. These interviews focused on
how states were planning to meet their block grant audit respon-
sibilities both at the state and substate levels. These state
officials were also asked about any problems they were experi-
encing in impiementing the audit provisions of the block grants.
Because many state audits were in process at the time of our
fieldwork, it was too early to assess the adequacy of state
audits.

Federal agency officials were interviewed on the federal
role 'in block grant implementation. Officials at the Office of
Management and Budget (OMB), the Department of Health and Human
Services (HHS), and the Department of Education were interviewed
on the federal.role in block grants, the federal position on
data collection, and the federal view of block grant auditing
requirements.

Our work was done in accordance with generally accepted
government auditing standards, except we did not obtain agency
comments on this report. Comments from HHS and the Department
of Education were not obtained because the information presented
is largely based on data presented in our earlier reports on
each block grant program (see app. I). These reports were re-
viewed in draft by federal agency officials, who generally con-
curred with the findings.
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CHAPTER 2

STATES INTEGRATE BLOCK GRANT MANAGEMENT INTO

BROADER PROCESSES AND SYSTEMS

Block grants were intended to afford states greater control

“ over the delivery of health, education, community services,

energy assistance, and social services by providing them new
flexibility in allocating funds and choosing program strategies.
With the expanded authority available through the consolidation

- of programs and reduction in federal requirements, states would

be better able to make decisions on the use of block grant fuhds
consistent with state agendas and to provide these services
through delivery systems in place for related state programs.
Thus, states could develop more, comprehensive assistance systems
tailored to state priorities and processes.

States we visited generally usgd broader decision-making
processes and existing state service delivery networks for block
grants which address program areas.where states historically had
a substantial financial commitment and administrative involve-
ment. In those instances, the expanded authority enab) - . states
to manage block grants through systems used for relateu state
programs. g 1 _ -~

In contrast, certain block grants provide funds for areas
receiving little or no additional state support and/or contain

_statutory restrictions on.state decisions regarding activities

or service providers to be funded. ‘For these block grants,
states generally made decisions on the use of block grant funds
apart from those made on other state programs and retained the

service delivery structure in place under the prior categorical
programs,

INTEGRATION OF PLANNING INTO
STATE PROCESSES VARIES

The extent to which planning for the block grant programs
was integrated into broader state processes varied with the
degree of discretion delegated to the states and the level of
state involvement in the program areas addressed. Except where
limited by statute, states we visited made decisions on the use
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of health, social services, and the state portion of the educa-
-tion block grant funds' within the context of broader state
goals for the delivery of related services. 1In contrast, most
states set separate priorities specifically for the community
services and low-income home energy assistance grants, reflect-
ing in part the lower level of state financial involvement in
these program areas.

Broader state plannlng and budgeting processes
influence use of certain block grant funds

Decisions on the use of health, social services, and the
state portion of education block grant funds were most often
made concurrently with the development of, or reflect, broader
state goals and priorities for delivering related services,
Plans prepared for these block grants generally were either
derived from, or consistent with, basic allocation decisions
made during the state budgetary or other broad decision-making
process. For example:

--In Washington, programs listed in the MCH, PHHS, and SSBG
applications were identified primarily through the proc- -
ess used to develop the state health and social services

P agency budget for the 1981-83 biennium. In response to
actual state and anticipated federal funding reductions,
the agency instituted a detailed budget planning process
to review services and develop a list of priorities and
possible areas for cutbacks. Block grant funds were con-
sidered as revenue sources available to support state
efforts. '

-~Florida's ADAMH plan and state operating budget for sub-
stance abuse and mental health servicées were based on
objectives and data developed through a comprehensive
planning process defined by state law. Guided by a
statewide plan, the 15 District Mental Health Boards
prepare plans and budgets for the use of local as well as
state-provided funds, subject to the approval of state
program and local elected officials.

--Colorado officials indicated that state Board of Educa-
tion priorities, established biennially through a broad-
based planning process, were followed in allocating the
state portion of 1983 block grant funds.

1states may retain up to 20 percent of their block grant alloca-
tion for their own use. They are required to pass 80 percent
of the allocation to local educational agencies, which have
virtually complete discretion on how to use the funds.
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Although block grant planning is integrated with states'
overall social services and health planning and budgeting proc-
esses, the extent of integration varies among the states we
visited. In several instances, the processes are closely inter-
twined and block grant plans are prepared directly from compre-
hensive budget or planning documents. There is a particularly
strong relationship between the two processes in Vermont, where
the ‘comprehensive services plan prepared by the Agency of Human
Services was used both for legislative and public consideration
during the state's budgetary process as well as submitted as the
fiscal year 1983 application for HHS-administered block grants
and five major categorical programs. In New York, however,
priorities for allocating PHHS and MCH block grant funds were
set by the health department during a federal funds budget
process established in March 1983, similar to the state budget
process but timed to coincide with the federal fiscal year.

This budget process for federal funds was ultimately integrated
with the state-funded portion through an overall submission to
the state legislature. ' :

The integration of planning for the health and social serv-
ices block grants into more comprehensive planning and budgeting
processes reflects the level of state financial involvement  in
these program areas. For example, over half of total 1983 ex-
penditures for maternal and child health programs in 9 of the
13 states came primarily from state sources. Also, the percent-
age of social services expenditures derived from state and other
-nonfederal sources exceeded 45 percent in 8 of the 13 states.,

Block grant funds represent only a portion, albeit signifi-
cant, of total dollars devoted to these programs in the states
we visited. Rather than operating as a separate activity, these
block grants constitute funding sources available to support re-
lated state health and social services programs. As noted in
their 1983 MCH application, Pennsylvania health department offi-
cials viewed the MCH block grant funds as "influencing dollars"
within the larger framework of the total plan ftor the state MCH
.program and use these funds to bolster activities which parallel
major program goals and priorities, -

Limited integration of CSBG and LIHEA o
planning with broader state processes s
reflects lower state involvement

In contrast to decisions made on the use of health, social
services, and the state portion ,0f education block grant funds,
states we visited generally set priorities specifically for CSBG
and the LIHEA block grant. Low=-income home energy assistance
and community services activities in most of these states are
distinct programs supported solely with federal funds. As a
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result, planning for the use of block grant funds tended to be
done separately by the states and was not treated as part of a,
broader state process.

Officials in 11 of the 13 states indicated that separate
priorities were set for LIHEA. Although states administered the
prior categorical program as well as other federally funded
energy assistance activities, only 3 of the 13 states allocated .
state funds for these services in 1983. Program officials in
one of these states--Michigan--indicated that LIHEA funds were
basically allocated according to state priorities, derived
through the administering agency's management planning process.

Assumption of CSBG presented states with new planning and
budgeting responsibilities. States had only a minor role in the
prior federal community services programs, as about 99 percent
of 1981 -funds awarded in the 13 states went directly to commu-
nity action agencies and other local level providers. Ten of

" the 13 states neither funded or operated their own related com-
munity services programs.prior to the block grant nor initiated
such activities in 1982 or 1983, :

Few states took advantage of the flexibility availabl: to
determine what community services would be offered and to design
programs to meet state needs. Instead, most delegated signifi-
cant discretion to local service providers to determine services
to be delivered within the broad parameters established by the
federal legislation. For example, Washington"s 1984 CSBG plan,
which was developed in consultation with representatives of
local community services agencies, cites as allowable activities
those included in the block grant statute with ndé indication of
state priorities. It also notes that programs funded are to be
designed by local public. and private agencies in response to
locally iderntified problems. . :

In 1984, only 3 of the 13 states articulated service prior-
ities for their CSBG program. Pennsylvapia--which supported
communjity services with state funds durifg the 1981-83 period--
required providers to use 50 percent of their allocations in
1983 to meet the state's objective of ameliorating poverty
through employment training, and/or economic development activi-
ties and continued to emphasize these activities in 1984,
Similarly, Mississippi specified services and activities related
to combating poverty that service providers had to address,
including housing assistance, outreach and referral, and health
and nutrition. For 1984, California officials identified, but
did not mandate, economic/job development and resource develop-
ment as two new service priorities for its program.
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New state discretion under mocst block -
grants’ encouraged improvements in planning

In over half of the cases, officials in the 13 states indi-
cated that planring and budgeting improvements were made as a
result of the block grants. As shown in chart 2.1, the number
of instané¢es in which improvements in.planning and budgeting
were made was greater under those block grants which program
officials believe permitted greater state flexibility in allo-
cating funds and setting program priorities than was ayailable
under the prior categorical programs.

1

CHART 2.1
COMPARISON OF NUMBER QF STATES' WHERE OFFICIALS BELIEVE
BLOCK GRANT PROVIDES GREATER FLEXIBILITY YO NUMBER

THAT MADE PLANNING AND BUDGETING IMPROVEMENTS
13 .

Legend
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- BLOCK GRANTS

MORE STATES MADE PLANNING IMPROVEMENTS UNDER
THOSE BLOCK GRANTS BELIEVED TO PROVIDE GREATER
FLEXISILITY IN SETTING PROGRAM PRIORITIES o
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-

20ur analysis of trends across the 6 block grants in 13 ctates
comprised a total of 78 cases. Data were not collected for the
'CSBG because states had little involvement in administering the
prior categorical programs. ‘ " :
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Improvements made in planning and budgeting cited by state
health program officials reflect states' ability to better inte-
grate management of federal and related state programs. FoOr
example: ' '

--Colorado alcohol and drug abuse officials explained that
the state's ability to apply existing planning and bud-

' geting procedures to decisions made on the ADAMH block
grant allowed for more uniform and efficient administra-
tion of all alcohol and drug abuse funds.

--Florida officials noted that the inclusion of ADAMH funds
into the annual liegislative appropriation process pro-
vided greater unity of purpose in the expenditure of re-
sources., -

--Mississippi health department officials indicated that
eliminating the prior stipulation for state support of
certain more narrowly targeted projects permitted a con-
solidation of all MCH services into the maternal and
child health and the crippled children program areas,
They believe this cqqgolidation of prbgrams allowed for
more efficient, less duplicative service delivery. Also,
the requirements for preparation of MCH and PHHS applica-
tions have expedited development of a comprehensive
agency-wide healtlf care planning process.

Cfficials in all but one of the states we visited believe
the LIHEA block grant provides greater flexibility in determin-
ing the use of funds, most often citing the ability to determine
eligible services and the option to transfer funds to other pro-
grams as aspects adding to their discretion. While states gen-
erally continued to develop separate priorities for this block
grant, planning and budgeting improvements noted by officials in
geven states illustrate states' use of their increased program
and administrative discretion. For example, Kentucky and
Massachusetts staff explained that they were'better able to de-
fine and target assistance benefits according to need, and Texas
and Washington officials cited their ability to use funds for
energy crisis, weatherization, and other block grant programs.

L1 . -

Compared to the health and energy assistance programs, the
social services and education block grants were more often
viewed as providing equal or less flexibility to the state than
the prior categorical programs. Also, officials in fewer
states cited improvements in planning and budgeting as directly
attributable to these block grants, as indicated in chart 2.1,
Officials in 7 of the 13 states reported that the SSBG provides
sbout the same flexibility that was available in the past,

12
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Although federal requirements were reduced, t'ie' prior social
services program authorized under title XX of the Social Secu-=
rity Act, as amendedy supported the same broad goals and in many
respects functioned as a hlock grant.

The education block grant leglslation expands the scope of

state involvement in federally funded education programs, but
limits state authority over determining how the majority of

- funds are to be spent. Although each state is responsible for
developing a formula for distributing at least 80 percent of its
allocation to the loc¢al educational agencies (LEAs), these agen-
cies are given virtually complete‘discretion regarding how they -
will use the funds. Thus, the states' ability to consider edu-
cation block grant funds as complementary to state aid to LEAs
was limited. For example, in four states, officials indicated
that the state education agency had lost flexibility under the
block grant and emphasized their lack of authority regarding the
use of 80 percent of the funds passed on to the LEAs. New York
officials commented that under the prior categorical programs,
the state had the flexibility to establish priorities for local
expenditures within broad statutory purposes.

" MOST BLOCK GRANTS PERMIT STATES TO USE, AND
STRENGTHEN EXISTING SERVICE DELIVERY NETWORKS

Although the block grants generally expanded the scope of
their involvement in federal assistance programs, states we
visited were not required to make major organizational changes °
to assume their new responsibilities for most block grants,
Proceeding from their role under the prior categorical programs
as well as their substantial financial commitment to certain ’
program areas, states had a service delivery structure in place
through which social services, energy assistance, health, and
education programs were implemented.

In some instances the block grant approach did encourage
-changes in state offices and service providers, as states used
.their increased authority to determine funding priorities and
program design or to consolidate the delivery of related federal
and state services. Particularly under ADAMH, where the block
- grant replaced categorical programs directed to local level pro-
- viders, the channeling of these funds through the state system
constituted a signiflcant departure from prior practices.

otates' Qrior involvement llmité need
far servigce delivery system chgnges

As the principal grantees of funds awarded in 1981 under
programs consolidated into the SSBG, LIHEA, MCH, and PHHS,

states we visited were able to implement these block grants
through an existing service delivery network with little change,
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Because prior title XX awards could be used for a broad (
array of social services which also received substantial support
from the states, SSBG was not an impetus for major program de- -
sign or service delivery system changes. The 13 states gener-
ally continued to provide social services through delivery
structures in place prior to fiscal year 1982, with 12 states
reporting no changes in service provider eligibility require-
ments and 11 reporting no changes in the emphasis placed on
using different types of providers. However, in response to the:
change in federal requirements, Pennsylvania and Vermont élimi-
nated offices responsible for the specific data collection and
reporting requirements attached to the prior title XX program.

. LIHEA offered states new discretion to use energy funds for
a broader range of energy assistance activities than previously
authorized. 1In exercising this flexibility, states did not have
to create a new service delivery system, but implemented these
additional program components through state agencies and local
level service providers involved in delivering these services
under other federal programs. Only Iowa consolidated the deliv-
ery -of all state energy assistance programs into one state
agency subsequent to enactment of the block grant...

States. were also able to accommodate MCH and PHHS block
grant implementation without major changes in the state service
delivery structure due to their substantial involvement in pro-
viding services supported by each block grant. Responsibility
for the activities funded under the block grants'was generally
assigned where possible to state offices ‘experienced in program
‘administration, and states generally retained existing service
provider networks.

Four of the 13 states, however, made or planned to make
changes at the state level which were made possible by the con-
solidation of programs and greater discretion available under
the MCH and PHHS block grants. For example, Mississippi inte-

‘grated the former Supplemental Security Income (SSI) program for
disabled children into its broader crippled children's program
and consequently transferred SSI responsibilities from the state
oublic welfare department to the health department. In Iowa,

the university coordinated its crippled children's services with
its cancer, hemophilia, genetics, and perinatal units under one °
umbrella agency. This was done to increase the university's
flexibility'in using MCH block grant funds.

Although states have attempted to maintain continuity with
funding patterns established under the prior categorical MCH and
PHHS programs, in some cases they changed emphases placed on the
scope and locatiun of services provided or in the role of vari- .
ous organizations in the service provider network, particularly
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for more narrowly defined programs which had previously been
mandated or directly funded by the federal government. For
example, of the 12 states that continued to support emergency
medical services through 1983 under the PHHS block grant,

6 broadened the program's geographic coverage or the types of
services offered, affecting the number or types of entities
funded. Michigan has moved from funding three regional systems
to 13 local providers, and Pennsylvania allocates block grant
funds to all emeryency medical services regional systems,
including those which did not receive categorical funds.

The education block grant did not require states to assume
responsibility for program areas for which they had little sig-
nificant administrative experience and financial commitment, nor
did it necessitate the development of new relationships with
local level service providers. However, 5 of the 13 states did
make organizational changes in response to tihe consolidation of
programs and reduced administrative requirements. Such changes
included the merger of offices and other steps to better coordi-
nate related programs and improve efficiency. For example,
Florida's categorical programs had been administered by several
bureaus within the statr=2s's education department. Under the
block grant, all responsibilities were assigned to one bureau,
which state officials believe to be a more efficient means cf
program administration.

ADAMH permitted increased coordination of
related state and federal programs

through state service delivery systems

To a greater degree than the other block grants, ADAMH pro-
vided substantial opportunities to integrate block grant funds
into the systems used for related state activities. Under some
of the prior categorical programs, most notably those supporting
community mental health service and alcohol abuse projects, fed-
eral funds were generally provided directly to local service
providers, bypassing state governments and the service delivery
systems used for related state programs. As well as administer-
ing some of the categorical programs consolidated into ADAMH,
states historically funded their own alcohol, drug-r abuse, and
mental health activities. The service delivery networks used
for these state-administered programs paralleled those supported
by certain federal categorical grants--most notably for commu-
nity mental health centers and for alcohol abuse projects-~where
funds were awarded directly to local service providers. 1In 8 of
the 13 states, funds for at least one of the three program areas
are allocated through county or regional entities, which share
in substate allocation decisions and, in most cases, award funds
to local providers, .
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Although norie of the 13 states had revised policies govern-
ing the types of organizations eligible to receive ADAMH funds,
integration of all federal funds into the state system strength-
. ened the role of the county or regional entities and, in some
cases, broadened the distribution of federal moneys. For ex-
ample, California integrated funding for nonprofit service pro-
viders into the county-based structure developed for its own
substance abuse and mental health programs. ‘Under that struc-
ture, most block grant as well as state funds are now adminis-
tered by counties pursuant.to local plans. One county official
indicated that the block grant has thus reinforced the county's
role in planning and administering these funds. Similarly, '
pPennsylvania distributes substance abuse and community mental
health funds through county-based networks. In 1982, all 43
county authorities for substance abuse received federal money, .
14 of which had not previously received federal alcohol or drug
abuse funds.

Althorgh the block grant required states to continue fund-
ing certain community mental health centers, many states also
supported these centers as part of the state program network.3
For example, the Colorado Division of Mental Health already sup-
ported the 13 centers receiving federal funds in 1981 as part of
the state community mental health centers network. State offi-
cials did not treat ADAMH funds separately but incorporated them
into the established planning and funding process. Similarly,
prior to the block grant, Vermont provided funds to the five
centers which had received federal funding in 1981 as part of
their delivery system.

NEW RESPONSIBILITIES UNDER THE
CSBG REQUIRED STATE-LEVEL
ORGANIZATION ADJUSTMENTS

Under CSBG, states were assigned a new role in administer-
ing community services. Unlike other block grants, the commu-
nity services area was one where most states we visited had
little prior involvement, and service providers had dealt pri- |
marily with federal officials. |

370 receive their annual block grant allotment, states must
agree to make grants to each center that received a grant under
the prior community mental health centers program in fiscal
year 1981 and that would have been eligible to receive an
operations grant under this program in the appropriate allot-
ment year.
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States we visited made changes in the designation, organi-
zational placement or staff composition of the office respon-
sible for administering CSBG. Because states' prior administra-
tive experience was very limited, an established state framework
for accepting these new responsibilities was not always present.
Five states assigned CSBG management to new or different offices
than those which operated a small categorical grant to provide
technical assistance. or changed the status of the existing of-
fice. “For example, Xentucky assigned CSRG responsibilities to
its Department of Social Services instead of its former economic
opportunity office. Also, the Michigan Bureau of Community
Services, which had operated the prior state categorical program
under the authority of executive order, was officially estab-
lished by the state legislature in 1982. Washington, which did
not increase staff, changed the internal organization of the
Planning and Community Affairs Agency from sections assigned to
administer separate programs--weatherization, Head Start, and
community services--to sections assigned certain program func-
tions, 1nclud1ng field assistance and program development. Four
of the states increasing the number of persons assigned to these
offices added specialized staff to meet the new program respon-
sibilities.

CSBG also required states to develop new relationships with
the service providers, generally community action agencies,
whose continued participation in the block grant-funded program
was ensured by legislation., The legislation restricted state
options for determining which organizations could receive 90
percent of their block grant allocations. Colorado was the only
state we visited that received a waiver allowing the state to
distribute funds to counties beginning in 1983.

Although states' flexibility to determine the types of ser-
vice providers under CSBG was limited, 9 of the 13 states used
their new authority to institute new methods of distributing
commnunity services funds that included poverty based factors.
Also, states in several cases funded new entities or otherwise
expandrd the coverage. For example, Texas extended services to
91 prev1ogsly unserved counties by providing additional funds to
existing service providers to expand their operations. 1In 1983,
Pennsylvania funded 14 new organizations because it wanted to
serve new locations and provide additional services.

4The other 2 states nationwide that received waivers--Utah and
Wyoming~-were not among the 13 states visited.
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STATES IMPOSED ADDITIONAL
REQUIREMENTS ON SERVICE PROVIDERS

While block drants provided additional authority and flexi-
bili.y to the states, most states have not yet taken action to
decentralize their authority over block grant programs to local
governments. States have traditionally maintained various con-
trols over local finances -and management. States' application
of various restrictions on local providers generally reflects
the use of established state systems and rules to administer
block grant programs,

At least 12 of the 13 states have imposed restrictions
and requirements--in addition to the federal block grant
requirements--on service providers, including local govern-
ments, under each of the CSBG, LIHEA, SSBG, PHHIS, and MCH
block grants. Such requirements include obtaining prior state
approval before undertaking certain actions, such as hiring and
procurement, and matching funds received from the state with
other funds. For example, in California, counties providing
S8SBG are required to match funds received from the state with
funds fron other sources even though the state is not required
by the federal government to provide a state matching share for
this program. Similarly, in 1983, seven states required local
service providers to match CSBG funds, even though the federal
matching requirement has been eliminated. .

Although the trend at the time of our fieldwork was to im-
pose additional requirements, some notable exceptions exist. As
previously noted under the legislation, LEAs have virtually com-
plete discretion over the use of education block grant funds
passed through by the states, which are thereby limited in their
ability to constrain local actions. For other programs, some
states we visited have nevertheless initiated efforts to give
local governments increased discretion for one or more block
grants. For example, by consolidating funding from one or more
of the health and social services block grants, three states
have allowed local governments greater flexibility in the use of
funds. -

--In response to county officials' requests for greater
flexibility and responsibility, the Pennsylvania Depart-
ment of Public Welfare established the Adult Services
Block Grant in July 1982, Funds are allocated to county
governments which select 1 or more of 13 state-specified
services to be offered and the service delivery techni-
ques to be used. At least 75 percent of a county's
grant must be spent on low-income adults with no mental
disability and no more than 10 percent may be used for
county administrative costs. Two years later, the
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department initiated the Human Services Development Fund,
designed to increase county discretion as well as to im-
prove coordination among local human service programs.
Counties may use funds for services addressing at least
one of six major program areas and for management activi-
ties undertaken to provide or to improve coordination
among such services. SSBG funds are used to support both
of thece programs.

--The Texas Department of Health has also made use of the
"mini-block grant" concept in providing discretion to v
local entities. Under the PHHS-funded health incentives
program, local health departments may. choose to provide a
variety of services according to their needs.

.~

~-Washington tested consolidated contracts with four local
health agencies in an effort to pass on additional flexi-
bility. These contracts combine several programs funded
through MCH, PHHS, and SSEG. According to the state
health agency director, this procedure will afford the
local health agencies the same flexibility that states
are given under the block grants. State officials plan
to continue these contracts in 1985.

In other instances, states have delegated additional dis-
cretion in setting program priorities to local governments to
mitigate the effects of reduced federal funding. For example,

- the Iowa Department of Human Services streng:hened the counties'

role in the planning process by permitting them to choose how
funds for purchased services will be spent. Before 1983 all
counties within a single district were required to provide
gsimilar services. Similarly, California reduced the number of
programs required to be provided by the county welfare depart-
ments and repealed certain regulations on the content of state-
mandated services to realize necessary economies and permit
greater local flexibility to meet unique needs.

CONCLUSIONS

The extent to which planning for the block grant programs
was integrated into broader state processes depended primarily
on the level of state financial commitment to the program areas.
In most cases, decisions related to social services, health, and
the state portion of the education block grant were developed
concurrently with or reflected goals established for related
state programs. For the most part, state officials believed
that the additional flexibility under these block grants enabled
them to better integrate these funds into broader state plans.
In several cases, federal constraints did limit states' ability

to use state goals in determining the use of funds. Although

3
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states received expanded authority under CSBG and LIHEA, they
made decisions on the use of these funds separately, reflecting,
in part, the traditionally low level of state financial commit-
ment to these program areas.

The high level of state financial commitment or involvement
under most of the prior categorical programs enabled states to
rely, in large part, on existing service delivery systems.
Prior service providers generally remained eligible to receive
block grant funds although certain changes were made in the
service delivery network. These changes reflect states' use of
their increased flexibility to choose the providers and better
integrate the delivery of federal and state-funded services.
Improvements in integration of related federal amd state pro-
grams were especially prevalent in programs like ADAMH, where
states gained control over federal funds previously sent di-
rectly to local providers, bypassing established state service
delivery systems. 1In contrast, most states were required to
establish an administrative structure under CSBG because of
their limited prior involvement. Further, statutory restric-
tions on eligible service providers led states to retain the
categorical service delivery system.

Although the block grants provided additional flexibility
to the states, most did not pass on this discretion to local
governments. Requirements, such as obtainir3 prior state ap-
proval for actions like hiring and procurement, reflect the fact
that block grant funds are now subject to the same laws and pro-
cedures that control the use of state funds.
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CHAPTER 3

STATES GENERALLY ASSUME BLOCK GRANT MANAGEMENT

RESPONSIBILITIES BY JSING ESTABLISHED

STATE PROCEDURES

Along with their expanded authority to determine the use of
program funds, states have been delegated the responsibility to
manage block grant funds. Accordingly, great reliance is placed
on states' own systems and procedures to monitor program perfor-
mance and compliance with requirements. Although initially re-
gquesting federal technical assistance to help implerent federal
requirements, states have carried out these expanded oversight
responsibilities largely through existing state systems, re-
flecting their long-standing administrative and financial com-
mitment fn many of the block grant program areas. Further,
states have also arranged for audits of block grant expenditures
through their existing systems for auditing federal and state
money, mostly as part of department-wide or state-wide audits.

Nevertheless, the Congress has expressed concern about the
ability of the federal government to adequately assess national
‘trends and effects of the block grants. Specifically, the Con-
gress was concerned with the administration's decisicns permit-
ting states to determine the form and content of block grant
reports because they did not produce consistent national data
needed to answer Key questions on block grant performance.
Consequently, in 1984 the Congress strengthened national data
collection procedures when reauthorizing five of the seven block
grant programs. o

FEDERAL GOVERNMENT DELEGATE!, PRINCIPAL
OVERSIGHT ROLES TO STATES

_ In implementing the block grant programs, the administra-
tion sought to maximize the delegation of discretion and flexi-
bility to block grant recipients. Accordingly, primary respon-
sibility for oversight and accountability for block grant
expenditures shifted to the states from the federal government.
As a result, traditional federal management activities have been
curtailed, For example, in reviewing block grant applications,
HHS limits its role to assuring that applications are complete
and contain the information and assurances required by statute.
The Department contends it has no explicit authority to approve
a state's intended use of block grant funds beyond verifying
that states make certain statutory assurances, such as maintain-
ing adequate fiscal controls and complying with civil rights
laws, in their application.
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Also, unlike the regulations accompanying the prior cate-
gorical programs, the block grant regulations do not interpret
legislative provisions. Rather, HHS has chosen to rely on state
interpretations partly because several federal statutes specifi-
. cally preclude the Secretary from prescribing the manner of
compliance with legislative requirements. HHS has not, for
instance, defined state administrative costs, which are limited
to certain dollar percentages in several programs, or explained
the meaning of prohibited activities such as construction. HHS
further indicates that it will not challenge state actions or
interpretations unless they are clearly erroreous,

Similarly, the Department of Education has limited its
regulations to those considered essential to carry out federal
statutory provisions. The block grant legislation prohibits
the Secretary from issuing regulations on the details of state
and local planning and management except where needed to assure
proper fiscal accounting or compliance with statutory provi-
sions. :

Consistent with the administration's overall philosophy,
block grant regulations place principal reliance on states' own
procedures to manage and oversee block grant funds, Accord-
ingly, HHS and Bducation regulations exempted states from the
usual federal grants management requirements and cost principles
contained in OMB Circulars A-102 and A-87. HHS said that the
state's own laws and procedures should be used to administer
block grant funds. Thus, state procedures “‘and criteria, not
federal regulations, will determine property management, pro-
curement, and unallowable cost policies for block grants,
Similarly, states gould choose their own strategies for carrying
out their responsibility to provide for audits of block grant
programs, although OMB did provide some written guidance.

States are generally required by statute to submit reports
showing the intended use of block grant funds before receiving
allocations and to file reports on block grant expenditures.
Federal agencies have not prescribed the form or content of
these reports, although they are empowered to do so. Rather,
states were given the flexibility to determine the amount,
nature, and format of information provided in applications or
intended use reports and in annual reports submitted to federal
agencies.

Federal agencies still recognize a responsibjlity to pro-
vide states with technical assistance and information to facili-
tate block grant implementation. Not only do some block grant
provisions require federal technical assistance to be offered,
but several authorize HHS to provide the temporary service of
federal employees. Accordingly, HHS can provide assistance to
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states, upon request, directed toward improving service delivery
. systems and practices, but will not instruct the states on how
to comply with federal requirements. The Department of Educa-
tion has issued "nonregulatory" guidance which provides federal
answers to certain commonly asked questions about the education-
block grant. This federal guidance, however, is explicitly
nonbinding, and states are encouraged to develop their own ap-
proaches to these issues.

EXISTING STATE PROGRaAM MANAGEMENT
SYSTEMS USED TO MONITOR BLOCK GRANTS

Reflecting their substantial prior involvement in many pro-
gram areas receiving block grant funds, states generally did not
change their monitoring levels to accommodate block grants.
Monitoring for most block grints was handled through ongoing
state systems used for other federal or state funds. New state
oversight procedures, however, had to be developed for CSBG, '
since states had limited involvement in managing these funds.

States used several approaches to monitor recipients' com-
pliance with federal 'and state requirements. 1In addition to
reviewing recipients' own certifications of compliance through
applications, states typically relied heavily on reports from
providers (in 86 percent of the cases) and site visits (in
66 percent of the cases) .|

S .

Since block grant implementation, statec we visited gener-

ally had not changed the level of effort deve =2d to monitoring
- and data collection for the health block grar..3, SSBG, and

LIHEA. In these areas, states already had considerable prior
involvement with the categorical programs and/or similar state-
funded services. As a result, states often had ongoing rela-
tionships with service providers as well as established rules,
reqgulations, and monitoring systems to overseé¢ their perform-
ance.

As illustrated in table 3.1, at least 8 of 13 states re-
ported that they did not change their level of monitoring as a
result of block grants for the health, social services, and
energy programs. Similarly, at least eight states reported
maintaining their spending levels for data collection for these
programs.

1Ga0 analysis of trends across the 7 block grants in 13 states
comprised a total of 91 cases.




b " Table 3.1

Effeqt of Block Grants on States'
Level of Effort Devoted to
Monitoring and Data Collection?

§

Increase No Change Decrease
(Number of (Number of (Number of
states) states) states)
MCH--
Monitoring 9 1

& W
\D
o

Data collection

PHHS~~
Monitoring . 2 8 2
Data collection 2 9 2
SSBG~~ ,
Monitoring 0 8 4
Data collection 0 9 4
LIHEA-- , .
Monitoring : 4 9 0
Data collection 2 8 2
ADAMH =~
Monitoring 3 8 0
Data collection 3 / 8 1
. Education-~ , !
Monitoring 1 2 )
Data collection 1 o A _8
Total~- '
Monitoring .13 44 16
Data collection 12 ' 44 17

|
|

aNot all 13 states responded to every question. Further, data
were not collected for the CSBG since most states had no prior
‘management responsibility for this area.
-~
The monitoring and oversight of health and social services

block grants was most often integrated with the states' over-
sight of related state-funded programs. At least 10 states for
each of these block grants reported jointly monitoring service
providers receiving block grant and related state funds.
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Further, in 63 percent of the cases, state officials said they
do not maintain data for these block grants that separately
identify clients or services exclusively supported with block
grant funds.

The block grant approach has promoted further integration
of monitoring federal programs with related state programs. '
Five states, for instance, reported that the ADAMH block grant
has led to the extension of a single state oversight system to
all providers receiving federal and state funds. Under the
categorical approach, service providers had to contend with
separate federal and state monitoring systems and grant require-
ments..

In contrast, significant state monitoring changes occurred
in two blo grants--education and CSBG. As table 3.1-shows,

most -stat reduced their monitoring and data collection effort °

for the education block grant, partly reflecting the limited
state role in overseeing local expenditures. New York education
program officials, for instance, said that since the federal
government sought to maximize local control, the state's author-
ity to ensure cost-effectlve local"” education programs has been
eroded. \

On the other hand, most states had to establish new moni-~
toring and oversight processes for CSBG since they had little
prior involvement with either community services programs or
providers. Not only were most prior federal community services
grants sent directly to local providers, but also 10 of the
13 states had no comparakle state-funded program for community

services. To handle their expanded grant management role, .

states established new oversight mechanisms for monitoring
and data collection, jincluding developmeng of administrative ¢
requirements and hiring of additional administrative staff.

While 6 of the 13 states initially adopted administrative proce-

dures used by the federal government for prior programs, they
are now moving to adopt their own procedures, ‘as did the other
7 states, to streamline requirements and conform w1th’stdte
pollcles.2 . . ° W

2These new state initiatives for CSBG are discussed further in
our report, Community Services block Grant: New State Role
Brings Program and Administrativé Changes (GAO/HRD 84-786,

Sept. 28, 1984).

{
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STATES AUDIT BLOCK GRANT FUNDS THROUGH BROADER
AUDITS COVERING OTHER FEDERAL AND STATE FUNDS

A key oversight feature of the block grant legislation re-
quires states to arrange for independent financial and compli-

" ance audits of block grant expenditures. At.the state level,
audits of block grant funds were usually conducted as part of
single entity-wide audits of state administering agencies cover-
ing all federal as well as state moneys. Subrecipient audits
were most 'often arranged by the local providers pursuant to
state requirements. Eight of the 13 states indicated that in-
consistencies in audit scope and frequencies between block
grant audit requirements and federal single auydit guidance in
OMB Circular A-102 complicated their efforts to incorporate
the audit of block grants-into broader single . audits. The
Ssingle Audit Act of 1984, passed in October 1984, is intended
to facilitate the single.audit of federal assistance to state
and local governments by establishing a uniform audit require-
ment for federally assisted programs, including block grants. Y,

States develop strategies in response to
differing block grant audit requirements

Y

f

The 1981 'block grant legislation and requlations required
states to obtain independent fiaancial and compliance’ audits of
block grant funds that are to be performed, in most cases, in
accordance with the’'Comptroller General's Standards for Audit of
Governmental Organizations, Programs, Activities, and Functioas.
However, individual block grant provisions in the 1%¢1 legisla-
tion differed regarding audit frequency, with three biock grants
requiring an annual audit and four calling for a biennial audit.
All 13 states have develoged audit strategies for their block
grant funds. As of October 1983, most block grant audits for
1982-~the first full year of block grant implementation--were
gither completed or in process, and most states were auditing on
an annual basis covering:the state fiscal year..

Generally, state auditors were covering block grants at the
« State level through departmernt-wide single financial and compli-
ﬁﬁaance audits of the?state departments and agencies administgring
*® the block r-ant programs, following OMB Circular A-102, Attach-
o ment P gui ». The single audit approach articulated in this
OMB duidance aphasizes examinations of the financial statements
, and the internal controls of the entire agency that administers
@ federal funds, not a detailed examination of each grant re-
ceived. Some testing of majok federal compliance requirements
is also provided for in the OMB guidance. '

Kentucky, for instance covers block grants as part of on-
going single audits of state agencies to avoid duplication of
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audit effort. The single audit of a state agency responsible
for six block gramts included steps to determine whetlier certain
federal requirements, such as citizen participation, were met.
In Iowa, the state auditor covers block grants through existing
annual audits of state departments, Pennsylvania plans a single
audit on a state-wide basis, which will include all block
grants. 'In 11 percent of the cases, separate audits wgre done
covering only block grant programs. For example, Massachusetts
state agencies generally use public accounting firms to do
separate financial and compliance audits for each block grant.

The state audit reports issued as of June 1984 included ‘
discussions of state internal controls and compliance with block
grant requirements. In some 1nstances, audit reports did not
identify any material weaknesses in state agen01es' internal _
controls and further indicated that these agencies complied with
the grant requirements. 1In other cases, however, audit reports.
highlighted weaknesses in agency internal controls as well as

- specific block grant compliance problems. These reports usually
discussed the actions agencies would take to correct the differ-
ences.

. States have also assumed responsibility for assuring that
-audits of subrecipients of block grant funds are performed.
Since responsibilicty for subrecipient audit coverage rests with
individual state depar&ments and agencies, a variety of audit’

* approaches were used. Most state agencies, however, generally
required subrecipients to arrange for audits, usually with cer-
tified public accounting firms. 1In other cases, state .agency
internal audit staffs were responsible for auditing subrecipi=-
ents. In 55 percent of the cases where subrecipient audits were

. performed, all subrecipients receiving block grant funds were
audited. 1In the other 45 percent, only a sample .of subrecipi-
ents were audited based on dollar thresholds or other criteria.
Also, as part of their state-level audits, some state auditors
tested a sample of state disbursements to smaller subrecipients
and insured the adequacy of the states' systems for subrecipient
audit covecrage.

Pennsylvania provides some examples of the various ap-
proaches used for auditing subrecipients of block grant funds.,
Generally, state departments administering block grants estab-
lish audit reguirements in grant agreements and contracts with
subrecipients, but the provisions vary. For example, two de-
partments have dollar thresholds which must be exceeded before
an audit is reguired, while four other departments have no

1Y

3The results of these audits are discussed in our separate
reports on each block grant, listed in appendix 1I.




thresholds, Some departments require only a financial audit,
while others require a financial and compliance audit. In add.-
tion, the Pennsylvania Auditor General provides audit coverage
of smaller subrecipients not subject to other audits. According
to state officials, this is done as part of state-level audits

by looking at a sample of state disbursements to these subrecip-
ients, '

b

The Single Audit Act of:1§84
addresses key state concerns
about block grant auditing

' At the time of our review, state officials reported that
differing federal™audit requirements and policies complicated
state efforts to cover hlock grants as part of broader single
audits of state agencies)\ This was prompting considerable state
concern and uncertainty abyut the acceptability of their block
grant audit strategies. State audit and program officials were
also concerned about the cost§ associated with block grant .
audits, particularly for the audits of numerous local subrecipi-
ants. The October 1984 passage‘Qf the Single Audit Act (Public
Law 98-502) eliminates the differences in fewueral audit policies
by creating one standard audit requirement for federal assist-
ance, including block grants, to state and local guwrciuaments,
This act addresses key state concernsdabout block grant audit-
ing, and should, once properly implemented, promote simplified
auditing of block grant funds through a single, uniform frame-
work. )

Scope of audits

Specifically, 8-0of the 13 states were conéégned about dif-
ferences in auult scope between the single audit defined in
Circular A-102, Attachment P, and the individual block grant
requirements. At the time of our review in 1983, oMB's single
audit guidance diretted auditors to draw a sample of ‘trans-
actions for federal grants sufficient to test both the“organiza-
tion's overall control systems and its compliance with federal
requirements that could materially affect the financial state-
ments or grants tested. While OMB indicated that states could
fulfill block grant audit requirements through single audits. of
the entire state or state agency(s) administering the programs,
it also stated that transactions from each block grant must be™
tested to assess compliance with federal requirerents during the.
course of a single audit, regardless of their financial materi-~
ality, due to the high visibility and newness of these programs. '\

State officials believed this OMB interpretation compli- N
cated the single audits of organizations administering block N\
grants, causing costly adjustments in sampling plans to test
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block grant requirements. A Kentucky audit official suggested
that the requirement to audit eacdh block grant diverted audit
effort away from federal programs w1th greater funding than
block grants. ™

The new legislation addresses this concern by replacing the
differi federal audit requirements, including those pertaining
to block grants, with a uniform single audit requirement which
covers the financial statements and internal controls of the en-
tire state or local gjyovernment or each of its agencies adminis-
tering federal funds, as well as their compliance with key fed-
eral program requirements. The new law established thresholds
of coverage for state and local government re01pients of federal
assistance provided either directly from the federal agency or
indirectly through the state or another local agency. Govern-
mental jurisdictions receiving $100,000 or more in total federal
assistance must have an audit pursuant to the act, and those re-
ceiving from $25,000 to $100,000 may choose to comply with R
either the new 81ngle audit or the individual audit requirements L

for specific federal programs providing their funding. Juris- N
dictions receiving less than $25,000 are exem,t from the audit e
requirement, "

Regarding. audit scope, the new law requires auditors to do
compliance testing on transactions from éach of the "major Fed-
eral assistance projrams”" which are defined by the total amount
of federal funds expended by the government, The law stipulates
that a state spending over $7 billion in federal funds, for in-
stance, would have to perform compliance tests for any federal
program where more than $20 million was spent, A state or local
governme:.t spending less than $100 million, but more than
$100,000 would have to test those programs where the greater of

$300,000 or 3 percent of total federal funds was spent.

Frequency of audits

The varying block grant audit frequencies also posed prob-
lems for the states., While Attachment P and four block grants
provided for a biennial audit, three block grant programs re-
quired an annual audit. Although Pennsylvania, for instance,
was planning a biennial state-wide single audit, audit officials
indicated at the time of our review that they might have to per-
form separate audits for these three block grant programs more
frequently.

The new legislation, however, replaces the differing audit
timetables established for several block grant programs with an
annual audit requirement, except for jurisdictions whose consti-
tutions or statutes require audits to be conducted less fre-
quently.




\

\

Audit coverage of sub:écipients

The new act also addressds state concerns about audit
coverage of subrecipients, whigh states feared could be quite
costly if all subrecipients must be audited. For example,
program officials in Florida's Department of Health and Rehabil-
itative Services, which administers the PHHUS, ADAMH, MCH, and
SSBG, estimated that it would cost between $11 and $15 million--
nearly 10 percent of the state's hlock grant funding for these
programs--if the sipdTe~audits required at the time under OMB
Circular A-102 wex# applied to ‘all 'their block grant subrecipi-
ent contracts;—regardless of size. In 1983, only selected cost
reimbursable contracts exceeding $50,000 are audited.

The state would have responsibility for reviewing subrecip-
ients' audits required under the act and ensuring corrective
action of instances of material noncompliance when it provides
over $25,000 of federal funds to subrecipients. For those local
government subrecipients covered by the act, the state must re-
view the local governments' single audits and ensure that cor-
rective action is taken on.findings of material noncompliance.
I1f the subrecipients do not conduct an audit in accordance with
the act, states are required to assure that these entities' ex-
penditures of federal assistance are in accord with applicable
laws and regulations. States may use an audit or other appro-
priate means to make its determinations for these subrecipients.

Costs of performing audits.

Finally, program officials in all 13 states indicated that
administrative requirements, such as audits, make it more
difficult and costly to administer the block grant programs,
Although no’ new funding source was authorized by the single
- audit legislation to reimburse the costs of performing these re-
quired audits, the legislation directs OMB to include criteria
in its implementing guidance for determining the appropriate
{gderal share of audit costs. According to Public Law 98-502,
the federal share of audit costs must not exceed the federal
share of total expenditures by the jurisdictions, except where
higher costs can be justified.

STATE NEEDS FOR FEDERAL TECHNICAL
ASSISTANGE CHANGE AS BLOCK GRANT
EXPERIENCE, EVOLVES

AN
Wwhile pkogram officials in more than 50 percent of the
states reported requesting federal technical assistance on such
federal requirements as application and reporting processes,
. less than one-third asked for federal technical assistance on
~management procedures or data collection issues, perhaps

A

44

\ - 30




reflecting their use of established state procedures to manage
these programs, States received the federal assistance they re-
quested in 82 percent of the cases and generally found it to be
helpful. Reflecting the administration's desire to avoid fed-
eral intrusion, federal agencies in several cases did not pro-
vide clarification or interpretation of reporting requirements
and statutory restrictions when asked by the states, While

- some states welcomed this federal hands-off policy, others were
uncomfortable with the lack of federal guidance. Less than

20 percent of state program officials, however, registered a
great need for additional federal technical assistance acrdss
all 14 issues we examined.

Table 3.2 shows the extent of state requests for federal

technical assistance for 14 subject areas affecting program im= i
plementation and management. -

Among the block grants, states requested assistance most
often for the education block grant, as 12, 11, and 9 states
requested assistance on application, reporting, and federal
restrictions, respectively. For example, the state evaluation
required for fiscal year 1984 under the education block grant
prompted several states to request federal guidance on what kind
of data should be collected and evaluated. States also sought
assistance for programs like CSBG where states were unfamiliar
with the program. Under CSBG, 7 of the 13 states requested fed- .
eral information on recipients of grants under the prior federal
categorical -program, since states generally had no previous ties
to these organizations. States sought assistance least fqor the
social services block grant with only five, seven, and three
states requesting information on application, reporting, and
restrictions, respectively. This is not surprising since’ this
program essentially operated as a block grant before 1981.
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Table 3.2

State Requests for Federal
Technical Assistance

Percentage of cases where
request was made )
Subject areas (percentage of 91 cases)d

Federal requirements

1. Federal application procedure 62
2. Federal reporting/evaluation requirements 53
3. Pederal restrictions on use of funds 53
4, Civil rights requirements 10
5, Federal audit requirements 44

6. Other federal requirements not stated in the
specific program legislation ("generally
_applicable", such as Davis-Bacon wage

requirements) 29
Data issues
7. Mvice on data measurement techniques 1"

8. Advice on uniform data systems across
state 14

9. Mvice on other data collection and evaluation
procedures 13

Other program information

10. Advice on program management techniques 1"
11. Advice on financial management procedures 31
12. Data about previous categorical programs 30
13. Advice on service delivery techniques 8
14, Advice on practices in other states 30

agaged on a total of 91 cases (7 block grants in 13 states).
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States reported receiving information they requested 82
percent of the time, while 18 percent said they did not receive
assistance they requested from the federal government. In most
cases, states felt that the federal assistance provided was '
helpful as shown in table 3.3,

Table 3.3

State Program Officials' Perceptions
of the Usefulness of Federal
Technical Assistance Recelved

(Percent)

Great help B 19
Moderate or some help ' . 55
Little or no help ' 26

While federal agencies recognize a responsibility to pro-

“vide technical assistance on request, they have reduced their

role in program administration due to the administration's
desire to avoid federal intrusion and maximize state discretion
over block grant implementation. Essentially, states asking for
federal guidance on block grant restrictions typically were told
by federal agencies to use their own laws and procedures and to
seek guidance from their own attorneys.

States had mixed perspectives on this lowered federal over-
sight profile, Certain state officials welcomed the new federal
hands~off policy. A Massachusetts LIHEA official stated that
the detailed federal reviews of applications under the prior
categorical program caused significant delays in providing
benefits, prompting a lawsuit on behalf of renters not receiving
timely assistance. A Kentucky ADAMH official had a positive
view of the discretion available to make their own interpreta-
tions of block grant provisions. Further, as shown in chap=-

- ter 4, states often found the discretion provided them to define

application and reportding requirements beneficial, frequently
resulting in less administrative burden. States took advantage
of the flexibility to make widespread changes in administrative
systems, enabling them to standardize administrative rules by
extending state procedures to block grant programs.

Several state program officials, however, were uncomfort-
able with the lack of federal guidance. This uncertainty some-
times created confusion and, at times, a reluctance by states to
use their flexibility to adopt new policies and procedures be-
cause of concern about being subsequently second-guessed by
auditors or federal program officials. For example, HHS refused
to comment on the legality of California's proposed transfer of
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funds within ADAMH to the drug abuse area. This and other fac~
tors prompted the state to decide against making the transfer.
Wwhen the Department of Education refused Washington's request
for a federal ruling on whether local improvements of portable
buildings were an eligible block grant expense, the state de-~
cided@ it was safer not to permit this activity, since auditors
may have made a different interpretation and required LEAs to
repay the misspent funds.

States in several instances dealt with the uncertainty
about current or future federal accountability requirements by
continuing to rely on the procedures used under the prior cate-
gorical programs. When HHS did not provide Massachusetts offi-
cials with guidance on whether generally applicable federal
crosscutting requirements dealing with such issues as labor
standards or environmental health apply to block grants, the :
state decided to adhere to the requirements applicable under |
categorical grants. In attempting to anticipate potential fu-
ture federal information requests or requirements, states in
several cases have maintained or increased data collection sys-
tems or ‘requirements. For example, when their request to HHS
for SSBG reporting guldance was denied, Massachusetts fell back
on the same service categories and frequencies for expenditure
reports that were required under the title XX social services
program.

Some states sought greater help from nonfederal organiza-
tions. A Vermont education official, for instance, indicated
that because there is no longer a federal point of contact to
assist the state, state officials have had to rely more on other
sources for advice and information, including informal contacts
with other states and the National Association of State Boards
of Education. :

As the block grant experience has evolved, states' needs
for federal technical assistance may have diminished in most
areas. Across all 14 areas, less than 20 percent of state pro-
gram officials expressed a great need tor additional federal
assistance, while 44 percent indicated little or no need for
such assistance. The remainder--36 percent--report that more
federal help would be of some or moderate value to them. States
who did not receive the assistance they requested generally re-
port a greater need for additional help than the states receiv-
ing assistance.

while program officials in the majority of cases initially
requested federal assistance on key federal requirements, less
than 23 percent have a great need for more federal assistance on
applications, reporting procedures, or federal restrictions on
the use of funds, Further, the priorities of those state offi~
cials registering a great need for additional federal help
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center on federal auditing requirements (38 percent), practices
in other states (29 percent), and establishing uniform data
systems across states (28 percent).

The states' needs for more federal technical assistance
could change as they continue to gain experience with the pro-
grams and as new federal requirements are implemented, For in-
stance, 1984 legislative changes made to block grant audit and
v “ta collection requirements (see pp. 28 to 30 and 39) ‘could
affect two of the areas where states registered the strongest
needs for additional federal technical assistance.

ABSZINCE OF UNIFORM NATIONAL DATA ON
BLOCK GRANTS PROMPTS NEW LEGISLATION
STRENGTHENING FEDERAL DATA COLLECTION

Consistent with the administration's philosoghy of minimal
federal involvement, states have been given the discretion to
determine the form and content of data collected and reported.
Although states report maintaining the prior level of effort for
data collection, they are, nevertheless, using their flexibility
to determine data requirements based, primarily, on their own
needs. ‘ :

Congressional and certain federal program officials have
indicated that the federal government does not have sufficiently
consistent or uniform data to address key national concerns
about block grant programs. Reflecting this concern, the Con-
gress acted in 1984 to require the collection of more systematic
and uniform data on five of the seven block grant programs.

Strategies for dggg collection
reflect minimal federal instrusion

Block grant legislation generally requires states to ‘submit
(1) applications describing the intended use of block grant
funds to the appropriate federal executive agencies and, (2) for
most of the block grants, an annual report detailing block grant
activities in the state. Although the administering federal
agencies generally have the authority to prescribe the form and
content of these state documents, they chose not to impose re-
quirements beyond those in the legislation. This approach sup-
ports the administration's position that the fundamental check
on the use of block grant funds is the states' accountability to
their own citizens. :

The Congress‘included certain national reporting responsi=-
bilities for block grant programs in the 1981 legislation creat-
ing the programs. For three of the block grants, the Secretary




of HHS has to report to the Congress on the activities of the
states. Federal HHS officials cite different sources of infor-
mation available to them to meet these reporting requirements.
These sources include annual state applications and reports,
compliance reviews, audits, and agency studies. Another con-
tributor of data to these required reports are voluntary na-
tional surveys conducted under contract with HHS, such as those
of the American Public Welfare Association and the National
Governors' Association. ‘

Thigs approach is in marked contrast to data collection ef-
forts under some prior categorical programs where states were
required to adhere to uniform federal data collection standards
in their reports to the agency. For example, under the prior
title XX program, states were required to report at specified
intervals on the expenditures, clients, and types of services
orovided based on common national definitions of reporting cate-
gories (the Social Services Reporting Requirements system).
Under the prior energy assistance programs, states were to sub-
mit detailed quarterly reports on the characteristics and num-
bers of the. households served in‘a manner prescribed by HHS.

Data collected by the states _
reflected state-determined peeds

State needs had the greatest influence on the overall level
of effort exerted by the states to collect data on programs
supported with block grant funds. Generally, as shown in
table 3.4, program officials in the 13 states cited the state
agency planning and management requirements, followed by the
state budget process and the requirements of the state legisla-
ture as having the most influence on the states' level of effort
in block grant data collection activities. These program offi-
cials atttibuted less significance to federal block grant re-
quirements., Further, states generally do not perceive the need
to collect nationally comparable data as an important factor
influencing their data collection activities.
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Table 3.4

State Program Officials' Perceptions of the
Degree of Influence On State-Level
‘ ~ Data Collection Efforts

Great = Moderate Some Little/no -
Factors influence influence influence influence
----------------- (percent ) ~wwewrccemrrcc—-
State agency plan-
ning and manage-
ment requirements 69 18 5 8
State budget process 47 23 15 15
Requirements -of '
state legislature 32 30 17 21
Federal block
- grant requirements 34 24 24 18
Administrative cost
ceilings : 26 29 15 30
State desire to :
maintain cross~--
state compar- o
ability ) 21 22 18 39
Other federal -
requirements 18 19 28 35

Program officials in the states we visited told us they
were using their flexibility under block grants to develop data
collection strategies that better reflect state management
goals. Michigan and Washington, for example, reported that
under the new block grant’ requirements, state management is in a
better position to improve its LIHEA program now that data col-
lection resources can be directed to areas tailored to address
specific state needs. Mississippi maintains data on mental
health programs supported with ADAMH funds on a state rather
than federal fiscal year basis. PHHS officials in Iowa reported
that they expend.less resources on data collection under block
grants since the data collected satisfies state needs only.

Like the delivery of programs supported with block grant
funds w»ich have often been integrated into related state deliv-
ery systems, data collection efforts for these programs have
also been integrated into broader state efforts. For the health
and social services block grants, program officials in 63 per-
cent of the cases indicated they do not maintain separate data
systems on. block grant clients and services. For example, in
California under the ADAMH block grant, mental health services
will be reported in the state's own Department of Mental Health
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cost reporting and data collection terminology. Pennsylvania
now treats federal and state drug abuse prevention dollars as an
integrated funding source and has eliminated previous categori-
cal program reporting. -

More uniform data were needed for
cogg;essionaI_goIicy-aeIiBeratIons

Since states were not required to collect or report data in
a nationally consistent manner, considerable variation exists in
the data _being collected and the data reported to the federal _
level. Some federal program officials indicated that they some-
times did not have adequate information to assist the-Congress
in addressing significant concerns regarding block grant pro-
grams. Officials with state associations also believed that
more consistent data were needed at the national level, but felt
that voluntary cooperative federal-state data collection would
provide uniform data without imposihng excessive regulatory bur-
dens on the states.

: A number oﬁ‘cases were identified where data on important
block grant queqtiong were not provided by many states to HHS
officials. For 'instance, to provide a national perspective on

. PHHS services in their report to the Congress, HHS relied

largely on an analysis of state intended use reports whose

scope, length, and level of detail varied considerably among the
states. One-third of the states did not discuss planning activ-
ities, and half of the states did not discuss monitoring or
evaluation procedures for the PHHS block grant.

Limited national data on block grants has correspondingly
constrained the ability of some HHS program officials to respond
to congressional concerns and inquiries on the block grant pro-
grams. One official indicated, for example, that the agency has
not been able to respond to questions on the number of persons
served under the MCH program. Some federal program officials
with the-ADAMH program stated that they have not been able to
respond to questions from the Congress for information on such
igsues as state expenditures for substance abuse treatment and’
identifying the clients receiving treatment by age group. Since
mandatory reporting systems on drug and alcohol abuse programs
were dismantled with the advent of block grants, HHS no longer
had systematic and uniform data on numbers of clients undergoing
treatment, types of facilities treating people, and expenditures
on services from all sources. These officials said that the in-
formation provided on block grants to respond to congressional
inquiries was principally based on state applications., Because
states have differing ways of classifying and reporting clients
served and facilities used in their applications, HHS could

- .only provide anecdotal, not comprehensive, responses to these

inquiries.
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‘ In some .ases, states were not collecting certain basic in-
formation concerring the block grant programs. The National
Governors' association national survey of CSBG indicated, for
instance, that only 11 of the 50 states reported that they
gathered data on the characteristics of participants in the 1983
CSBG program. For the education block grant, several states ,
seeking to promot: local discretion and authority reduced or
eliminated statewide efforts to collect data on such items as
students and services funded with the block grant.

Nrganizations of state officials believed that national
level data on block grant programs were important and, in some
cases, worked.in concert with HHS to develop natiordal surveys
and reporting systems for these programs. For example, the
National Governors' Association has completed a survey of CSBG;
the American Public Welfare Associaticn developed a data collec-
tion and reporting system for SSBG: and the National A sociation
of State Alcohol and Drug Abuse Divectors is currently develop-
ing a state Alcohol and Drug Abuse Profile.

Althoughwome federal program officials indicate that there
are limitations to these efforts because state participation is
voluntary, these organizations contend that this approach is
preferable to mandated federal reporting requirements. They
noted that the arbitrary and overly prescriptive nature of fed-
eral data systems used for prior categorical programs was OvAarly
burdensome to the states. Further, they indica*e that states
sometimes did not understand the utility of some of. the data
they were required to collect., Officials of these organizations

“believe that a cooperative federal-state data effort would pro-
mote greater commitment by the states to use the system due to
their "stake" in determining the scope and definition of data
elements. -

The Congress has moved to strengthen federal
data collection for five block grants

The congressional need for more information regarding pro-
grams supported with block grant €unds is evidenced in legisla-
tive initiatives to provide more consistent, uniform national
data on block grants. 1In 1984, the Congress added new data
collection provisions to five of the seven block grants.

In the case of MCH, the Congress included conference reporc
language in the Deficit Reduction Act of 1984 directing the Sec-
retary of HHS to secu e and make available to the Congress in-
farmation on the numbers of people served and cost effectiveness
of services provided under the block grant. Legislation passed
in 1984 reauthorizing the PHHS and ADAMH block grants requires
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the Secretary, in consultation with appropriate national organi-
zations, to develop model criteria and Forms for data collection
for these programs. ULegislation reauthorizing the LIHEA program
directs the Secretary to provide information on the numbers of
households with persons 60 years and older or with handicapped
persons that were assisted by block grant funds. Finally, 1984
amendments to CSBG now require the Secretary to report the re-
sultes of HWHS evaluations of the states’ use of CSBG funds to thoe
appropriate House and Senate committees., Further, the Congress
deleted statutory language restricting the Secretary's authority
to request information from the states that is not readily
available,

CONCLUSIONS

States have assumed their expanded maragement coversight
responsibilities for block grants largely through broader state
administrative systems used for state funds. Generally, block
grant implementation did not require states to change their
levels of oversight., To a large extent, this reflects their
long-standing involvement in managing related federal and state
programs. However, the states were reguired to make more major
adjustments to - assume their new management responsibilities for
those program areas--most notably community services--where they
had little or no prior involvement with the programs or service
providers. As a result, it has taken time for some to develop
their own procedures to administer this program.

States were arranging for the audit of block grants thrcugh
broader single audits used to cover other federal and state
moneyg. Although states were concerned during the first several
years about differences in federal auditing policies for block
grants and other federal funds, the 1984 Single Audit Act could,
when implemented, facilitate the coverage of block grant funds
through broader single audits of entities administering federal
and state funds.

Although states are now responsihle for program administra-
~ tion, technical assistance from the federal government proved
helpful during block grant implementation. 1Initially, most
states asked for federal technical assistance to help them deal
with such key federal requirements as applications, reporting,
and restrictions on the use of funds. States tended to need
federal help more for those programs where they had no prior
_ 'involvement or where significant new federal constraints or
mandates have been imposed. -
Federal help was usually forthcoming when requested; how-
ever, in some cases, fedsral agencies decided not to clarify or
. interpret certain federal statutory reguirements. This made
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some states reluctant to use their flexibility in adopting new
policies or procedures. As states have gained experience with
‘these programs, however, their need for additional federal tech-
nical assistance appears to have diminished.

Because the federal agencies did not require uniform na-
_ticnal reporting by the states, the information collected and
reported was not consistent.‘ Instead, it was tailored to the
needs of each state. Because the Congress believes it is im-
portant to have a better national picture of how the funds are
used-and what they are accomplishing across the states, it has
strquthened national data provisions in five of the seven block
grant programs discussed in this report. While national report-
ing standards may entail some loss of state flexibility, an
intergovernmental partnership to collect consistent national
data on block grant performance may help promote program support
and stability at the federal level.
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CHAPTER 4

MOST STATES MADE IMPROVEMENTS

IN ADMINISTRATIVE MANAGEMENT, BUT

EQFECTS ON ADMINISTRATIVE

COSTS CANNOT BE QUANTIFIED

One of the anticipated benefits of block grants was to en-
able states to reduce their administrative overhead and realize
greater management efficiencies through consolidation of cate-
gorical programs and relaxation of federally imposed paperwork
and regulation. As a result of block grant implementation, most
states twvok action to simplify and standardize administrative
procedures. Further, partly due to the savings in time and ef-
fort due to reduced federal requirements, states also reported
management improvements in the use of their staff.

But, it is not clear whether and how much these state ad-
ministrative changes translated into reduced state administra-
tive costs. The absence of adequate data on current and prior
state administrative . sts prevents the measuremént of changes
in state costs due to block grants. States did experience both
increases and decreases in staffing levels since the advent”of
block grants, partly reflecting the differing degrees of change
~.in "state responsibilities for the different block grant pro-
grams.

BLOCK GRANTS ENABLED STATES TO
MAKE MANAGEMENT IMPROVEMENTS

State officials generally found federal requirements placed
on the states under the block grants to be less burdensome than
those of the prior state-operated categorical programs. More-
over, they reported that reduced federal application and report-
ing requirements had a positive effect on their management .of
. block grant programs. .Also, some state agencies were able to
make more productive use of their staff as personnel devoted
less time to federal administrative requirements and more time
to state-level program activities.

Greater flexibility in meeting
federal accountability requirements y
resulted in reduced burden . i

The block grants carry with them reduced federal applica-
tion and reporting requirements. Under the prior categorical

programs, these management activities had to be performed in
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accorddhgé with specific federal directives. The block grants
give states greater discretion to address these requirements
consistent\with their own priorities and procedures.

In 64\;hrcent of the cases, state officials reported devot-
ing less time\gsd effort preparing applications for the block
grants than for\ the prior categoricals. In over two-thirds of
these cases, they found the new application requirements to have
"~ a beneficial effext on state program management. A Kentucky of-
ficial, for instance, explained that LIHEA application require-
ments enabled the state to better respond to its immediate needs
because HHS approval s no longer required before program imple-
mentation. 'In Texas, afficials noted that before PHHS, the
state was required to hayve at least 90 copies of five categori-
cal grant applications, ich were long and involved. They
stated that the block graﬁt application took much less time to
nrepare and that it more acturately described the program,

Satisfying simplified f:asgal reporting requirements also
reduced the demand on state personnel. States reported devoting
less time and effort to reporting to the federal government in
73 percent of the cases. As showr in chart 4.1, only for MCH
did less than half of the states wqhvisited experience a re-
duction in reporting time and effort. Further, in nearly
two-thirds of the cases, state officials found the reporting
requirem=its to have a positive effecE\on their program manage-
ment, Michigan officials, for example,\explained that the re-
duced reporting requirements under LIHEA\allowed them to direct
data Jyathering resources to areas tailored to state needs.
Pennsylvania officials noted that the elimination of monthly
reporting previously required by the National Institute for Drug
Abuse statewide services drug grant had a very positive effect
on their aanagement of ADAMH prograins. ‘

lour analysis of trends across the 6 block dgrants in 13 states

comprised a total of 78 cases. Data were not collected for the
CSBG because states had little involvement in administering the
prior categorical programs. )
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\ CHART 4.1
\ NUMBER OF STATES DEVOTING LESS TIME

\ AND EFFORT TO APPLICATIONS AND REPORTS
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LESS TIME AND EFFORT WAS REPORTEDLY SPENT |
PREPARING APPLICATIONS IN 64 PERCENT OF THE '
STATES AND REPORTING TO THE FEDERAL GOVERNMENT
IN 73 PERCENT OF THE STATES.

Despite the reduced federal reporting and application re-
quirements, state officials indicated that the same amount of
time and effort was spent in preparing applications and in
reporting to the federal government in 15 and in 12 of the
78 cases, respectively. Officials frequently attributed the
continuing level of effort to state requirements and procedures.
For example, New York officials explained that the shift to the
SSBG had little effect on state application preparation and re-
porting procedures because social services provided are mandated
by the state constitution. Pennsylvania officials noted that
the LIHEA plan serves as the state's program regulation and thus
must go through the normal regulatory process. Iowa LIHEA offi-
cials indicated that they still produce the same types of re-
ports for the state legislature as they had under the prior
‘categorical program.
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In a few cases, states increased their efforts devoted to
meeting these block grant management responsibilities. Under
the MCH block grant, officials in 6 of the 13 states indicated
they devoted greater effort in preparing their 1983 block grant
applications. State officials required additional time to ob-
tain public input, assess needs, and plan comprehensively as
they took steps to fulfill their new responsibilities. Further,
some state program officials claimed that applications for the
prior program had become routine, requiring few revisions from
year to year. Officials of the Iowa health department noted
that more work is required to propose and justify changes in
progran emphasis and service delivery for their MCH application.

Consolidation and regulatory reduction
spurred more efficient use Of staff

States in 33 percent of the cases reported making improve-
ments in the use of state personnel directly as a result of the
block grants--especially in MCH and education.? These improve-
ments did not always involve reductions in the level of state
staff. 1In several instances, state officiais noted improved
management of state personnel, while reporting that the number
of personnel remained constant or even increased.

Reduced federal regulatory requirements enabled some states
to operate with a smaller staff or redirect staff to program
1management. Program officials explained that state staff is now
able to devote relatively less time to satisfying federal admin-
istrative requirements and more time to program activities. For
example, California ADAMH officials noted that fewer reporting
requirements permit a smaller staff to administer that block
grant, thus reducing organizational size and complexity.

§ Further, the consolidation of prior categoricals enabled
‘states to better integrate the administration of related state
and federal programs. Three states made improvements in the use
of MCH personnel because, according to program officials, they
were able to use the same staff on related programs. In Missis-
sippi, for example, officials explained that they have realized
increased efficiencies because services under the program of
projects component of the former maternal and child health cate=-
gorical program have been consolidated into general health de-
partment operations. Washington state officials, speaking of
the LIHEA block drant, noted that they are making better use of
limited resources as staff responsibility is expanded into more
program areas. Staff is now integrated and organized by func-
tion, rather than by fundina source.

- e o - A - ——

20586 was not included in this analysis (see footnote 1, p. 43).
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MOST STATES MADE CHANGES IN ADMINISTRATIVE

SYSTEMS FOR BLOCK GRANT PROGRAMS

Block grant implementation prompted state agencies to re-
evaluate and often alter their adminis{rative procedures.
States acted to change or standardize such requirements in
67 percent of the cases.3 1In certain instances, block grants
enabled states to standardize and streamline application, re-
porting, and other administrative procedures to reduce paperwork
and administrative burden for the state and/or their subrecipi-
ents. Conversely, the increase in state responsibility under
the block grants led states in other instances to introduce new
or more prescriptive administrative requirements in response to
their increased oversight role. The overall effect of these
changes is difficult to predict, as they generally represent
responses to two conflicting pressures.

Block grants enabled_gﬁatés to
standardize or simplify procedures

State officials reported standardizing application, report-
ing, data collection, and other administrative procedures for
the block grants. These changes included both standardizing
procedures across block grants and extending state procedures to
block grant programs, thereby reinforcing the integration of
services supported by state and federal funds. In several in-
stances, state officials believed these changes would increase
efficiency or reduce paperwork for state offices and/or sub-
recipients.

At least two states extended administrative procedures
across more than one block grant. For example, Washington offi-
cials said that the block grants were one of several major fac-
tors behind their efforts to standardize the state's financial
reporting system for the MCH and PHHS block grants. Also, a
Pennsylvania health department official noted that the state \
standardized applications across all block grants and standard-
ized contract language relating to federal health block grant
requirements.

Tn some cases, states extended their own administrative re-
quirements and procedures to subrecipients in lieu of specific
requirements which had applied to the categorical programs.
Massachuseti- ~fficials noted that PHHS allowed the state to

——rn

3state program officials for all seven block grants were queried
as to administrative changes made since bhlock grant implemen-
tation. A total of 91 cases (13 states x 7 programs) was
analyzed.

46




bring all former directly funded grantees under state purchase
of service regulations and cost reimbursement contract prac-
tices. These officials expect the use of standardized proce-
dures and controls to increase efficiency and ~ccountability,
In Vermont, social services officials said that subrecipients’
administrative burden has been reduced, because subrecipients
now determine client eligibility using state rather than state
and federal eligibility criteria. SSBG was one major factor
leading to this change,

ADAMH enabled states to eliminate duplicative procedures
and integrate the administration of state and federally funded
programs. For example, Colorado standardized administrative re-
quirements imposed on comnunity mental health centers. While
centers were previously required to perform administrative tasks
for the state and federal government, they now must complete
only one application, receive one contract award, and report
only to the state. Pennsylvania alcohol and drug abuse coffi-
cials explained that they eliminated many duplicative reporting
requirements in order to move toward integrating state and fed-
eral dollars. Mississippi mental health officials told us that
they now use the same grant application and ‘award procedures and
the same accountability system for both state and federal funds.

Although delegated primary -administrative responsibility
under the education block grant, states were encouraged to mini-
mize the paperwork burden levied on LEAs. Officials in several
states told us that they simplified record keeping requirements
for LEAs under the education block grant. A state official
noted that Pennsylvania's Department of Education has substan-
tially reduced paperwork requirements imposed on LEAs. Lengthy
proposals, program descriptions, and end-of-year reports are no
longer required, and LEAs only submit a short application form,
Similarly, in Vermont, the State Education Department reduced
administrative requirements imposed on LEAS. The LEAsS' block
grant application was streamlined, and program officials believe
that the new form is less burdensome and time consuming.,

Fifty-eight percent of the LEAs in the 13 states reported
administrative requirements to be less burdensome under the edu-
cation block grant than under the prior categoricals. In Penn-
sylvania, for example, 61 percent of the LEAs said the block
grant was less burdensome and 18 percent said it was much less
burdensome. Further, 72 percent of the LEA% in that state re-
ported spending less or much less time and effort preparing edu-
cation block grant applications, while 67 percent spent less
time and effort reporting. *

For other block grants as well, some state agencies moved
to simplify reporting and application requirements. Michigan
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officials noted that they eliminated reports no longer required
by the SSBG and not considered useful to the state, while in
Mississippi, officials claimed to have simplified statistical
and fiscal reporting by contractors, Washington state officials
anticipate increasing the length of service contracts for ADAMH
. and SSBG providers from 1 year to 2 years to reduce paperwork

. requirements, '

Administrative requirements
sometimes 1lncreased

Block grant implementation has led program managers as well
as \egislatures in several states to increase administrative re-
quirements in order to achieve greater state accountahility.
_These, states have placed increased emphasis on data collection
"and reporting by service providers, especially for the MCH and

PHHS.

State program managers' desire to maintain accountability
‘or take advantage of block grant flexibility led to increased
reporting, data|collection, application, and contracting proce-
dures. 1In Miss&ssippi, program officials noted that PHHS and
MCH placed more lemphasis on state accountability and expedited
their move toward improved oversight of service providers. They
are developing néw procedures for data collection and reporting
by service providers. The increased flexibility of LIHEA was
cited by Massachusetts officials as the impetus for developing a
performance assesgment tool for evaluating subgrantees, allowing
them to identify and replace ineffective subgrantees. Simi-
larly, the iacreaded discretion available to states under the
MCH program prompted officials in Colorado to establish a new
application review, system.

\

In two states, officials revised increased reporting and
data collection activities specifically in response to concerns
of state legislatures. Vermont officials changed data collec-
tion and reporting procedures for MCH and PHHS in part to meet
the demands of the istate legislature for greater accountability
because of the incrpased use of state funds. The Iowa state
legislature changed; reporting requirements. for the MCH and
related state-funded programs which led to the collection of
more detailed information regarding service provider budgets and
clients served.

States either instituted or plan to institute new proce-
dures to administer CSBG. One reason cited for these new proce-
dures was the perceived weakness of the prior federal program

management. Mississippi officials now negotiate a program con-
tract and an administrative cost contract with each service pro-
vider and require providers to fully document expenditures prior
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to reimbursement. The Executive Director of the Mississippi
program expressed dissatisfaction with federal management of the
prior program and claimed that the state is more serious about
service provider compliance. According to an Iowa community
services official, the state standardized administrative re-
quirements and developed fund allocation criteria because it
felt the Community Services Administration had not done a good
job in these areas. Michigan officials have implemented an ex-
tensive service provider application and review procedure that
they consider a strong part of their program administration.
Several other states have developed new service provider appli-
cation or reporting requirements to increase oversight over CSBG
funds.

EFFECTS ON STATE PROGRAM ADMINISTRATIVE
COSTS MIXED, BUT CANNOT BE QUANTIFIED

Although states have realized considerable management effi-
ciencies or improvements under the block grants, they have also
experienced increased grant management responsibilities. It is
not possible to measure the net effect of these competing forces
on the level of states' administrative costs. Such cost changes
could not be quantified due to the absence of uniform state ad-
ministrative cost data and comprehensive baseline data on prior
categorical programs.

Quantification and comparison of state
administrative costs was not possible

Problems with the availability of comparable cost data pre-
vented us from measuring changes in state administrative costs.
Essentially, two types of data must exist to make such a deter-
mination at the state level:

--uniform administrative cost data at the state level based
on consistent stateée definitions of administrative costs
and

--comprehensive baseline data on prior programs.

Neither type of data was available for these block grants across
the 13 states,

We found no common definition of administrative costs
across the stdtes. Moreover, in several cases, individual
states had no definition. This situation prevents systematic
measurement of costs because there is no common agreement as to
what costs are being measured.




\ Also, because states often treat block grants essentially
as another funding source for state programs, it is very diffi-
cult to identify the portion of administrative costs attribut-
ahle to the block grants. A Washington state official pointed
out that block grant funds are not often used for a discrete
program or grouping of programs., For example, that state uses
SSBG funds to support a wide array of social services aid has no
separate process for allocating block grant funds.

A more detailed discussion of pro lems in quantifying ad-
ministrative costs and state definitions of administrative costs
can be found in our reports on the individual block grant pro-
grams, listed in appendix I.

Changes in state staffing
levels partly reflect shifts
1n state responsibillities

No clear trends were evident in state staffing levels de-
voted to administering block grant programs. Rather, there were
indications of both increases and decreases in state staffing
levels compared to the prior categorical programs, partly re-
flecting the differing managerial responsibilities conferred on
the states by different block grant programs.

States assumed significant new management responsibilities
under the block grants, particularly for those services deliv-
ered by local level providers with direct federal funding under
the prior grants. Within certain legislative limits, states are
now able to determine needs, set priorities, allocate funds, and
establish oversight mechanisms. A Mississippi state official,
speaking of the PHHS and MCH block grants, noted that state
officials now interpret regulations, arrange for audits, and
manage other aspects of the programs formerly handled at the
federal regional level. As a result, that official claimed that
administrative costs are actually greater under these block
grants than the prior categoricals.

As noted on page 10, the role of state governments under
the prior categorical programs consolidated into CSBG was rela-
tively minor, as the vast majority of federal funds went di-
rectly to community action agencies and other local grantees.
Generally, as states took on added responsibilities, the number
of staff years devoted to program administration increased. For
example, in Mississippi, the Governor's Office of Community
Services staff increased by five, and three staff members who
specialize in contractual financial matters and management in-:
formation systems were temporarily assigned to that office. The
Massachusetts administering agency added field representatives,
a projects monitor, a fiscal officer, and a manager to handle
the broader responsibilities under CSBG.
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Similarly, some programs that were merged into the health
block grants previously provided funds directly to substate
grantees, particularly mental health funds which went directly
to community mental health centers, bypassing state govern-
ments. As a result, staff levels for the mental health portion
of the ADAMH block grant increased in 5 of the 13 states follow-
ing block grant implementation.

In some cases, particularly SSBG and education, state offi-
cials indicated that consolidation and administrative simplifi-

} cation permitted staff reductions. For example, in Vermont,

1 officials explained that they phased out their title XX data
processing unit in response to the elimination of reporting re-
| quirements attached to the prior program. Pennsylvania offi-

cials said they reduced administrative staff as a result of
K decreased requirements under SSBG. Officials also reported

‘ eliminating an office formerly devoted to the title XX program
\ and shifting management responsibilities for title XX services
\ to other program offices as a result of changes in planning and
' reporting requirements. Iowa and Florida officials noted that
. they were able to reduce administrative staff due to program

K consolidation and administrative simplification under the educa-
'+ tion block grant.

in addition to reductions in federal requirements or pro-
grams, other state cuts in staffing were attributed to federal

~ and state funding cuts and state administrative cost ceilings.
! For example:

--The Colorado Department of Health officials said they
eliminated one division and reduced staff due to reduced
funding for MCH, thereby increasing the workload of a

different division which assumed responsibility for ad-
ministering the program.

--A Washington education official reported that the state

had sybstantially fewer people to perform more work due
to federal and state funding cuts.

--Pennsylvania's Bureau of Professional Health Services,
responsible for the MCH program, reduced the number of
\ staff positions due to a 10-percent administrative cost
i limit imposed by the state for that program.

1

CONCLUSIONS

\

. Block grants have eas¢d the federal administrative burden
placed on states, both dug to the consolidation of categorical
programs and the reductign in federal administrative require-
ments. Many state offidials believed they were better able to

~
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use their personnel and/or institute procedural changes to in-
crease the efficiency of their administrative systems. State
staff now spend less time responding to federal administrative
dicectives and are better able to address state aneeds and prior-
ities. In addition, the states have been able to standardize or
change administrative requirements at the state and subrecipient
levels to ?9crease efficlency and assure accountability,

The effects of these changes on state staffing levels and
administrative costs, however, are mixed and difficult to meas-
ure. While the block grants brought significantly reduced fed-
eral administrative requirements, they also brought increased
state management responsihilities and shifted the focus of ac-.
countability to the state level. Although it is not possible to
measure the net effect of these competing forces on the level of
states' administrative costs, changes in state staffing levels
tend to be related to corresponding changes in the state role
and federal requirements. States:were required to add staff to
administer such programs as CSBG that were new to state govern-
ment. On the other hand, the consolidation and reduced federal
requirements accompanying several block grants enabled some
states to reduce their staff for programs with which they had
prior administrative involvement. : .
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APPENDIX I APPENDIX I

GAO REPORTS ISSUED :TO DATE ON

IMPLEMENTATION OF BLOCK GRANTS CREATED

BY THE OMNIBUS BUDGET RECONCILIATION ACT OF 19812

States Are Making Good Progress in Iﬁplement1ng the Small Cities
Community Development Block Grant Program (GAO/RCED-83-186,
Sept. 8, 1983) %

Maternal and Child Health Block Grant: | Program Changes -Emerging
Under State Administration (GAO/HRD-84-35, May 7, 1984)

States Use Added Flexibility Offered by\the Preventive Health
and Health Services Block Grant (GAO/HRD-84-41, May 8, 1984)

States Have Made Few Changes in Implementing the AlcoholL Drug
Abuse, and Mental Health Services Block Grant (CAO/HRD-84 52,
June 6, 1984) ’ .

States Fund an Expanded Range of Activities Under Low-Incone
. Home Energy Assistance Block Grant (GAO/HRD 84-64, June 27,
1984)

States Use Several St}ategies to Cope With Funding Reductions
Under Social Services Block Grant (GAO/HRD-84-68, -Aug. 9, 1984)

Community Services Block Grant: New State Role Brings Program
and Administrative Changes (GAO/HRD-84-76,. Sept. 28, 1984)

Federal Agencies' Block Grant Civil nghts Enforcement Efforts:
A Status Report (GAO/HRD-84-82, Sept. 28, 1984)

Education Block Grant Alters State Role and Provides Creater
Local Discretion (GAO/HRD-85-18, Nov. 19, 1984)

Public Involvement in Block Grant Decisions: Multiple Opportu-
nities Provided But Interest Groups Have Mixed Reactions to
States' Efforts (GAO/HRD-85-20 Dec. 28, 1984)

Block Grants Brought Funding Changes and Adlﬁstments to Program
Priorities (GAO/HRD-85-33, Feb. 11, 1985) \

-aGAO'plans to issue additional reports on blotk grants.
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WASHINGTON, DC. 308
September 22, 1982

The Honorable Charles A. Bowsher
Comptroller General of the United States
U.S. General Accounting Office

441 G Street, N.W. T

Washington, D.C. 20
pad ‘//598’

" Dear Mr. Bowsher: 5 2 \

I am writing to request that the General Accounting
Office conduct a study as a follow-up to its recent report Early
Observations On Block Grant Implementation, (GAO/GGD-82-79, .
August 24, 1982). This review of 13 States' initial experience
with the nine block grants created by the Omnibus Budget

Reconciliation Act of 1981 reveals a generally positive
exzperience in the first rear of th=a block grantg' existence.

As Chairman of the Senate Committee on Governmental
Affairs I am keenly interested in an in-depth evaluation of the
> effect of the block grant approach on the ability of government
: to deliver services. In‘order to adequately evaluate the block
grant mechanism we in the Congress need a thorough analysis of

the State experience with the new block granta as they build upon
their initial record.

I, therefore, ask'that the GAO in follow up to its early
observations of the nine new block grants examine the effe-t of
these grants ~1.n the following areas: '

p )
l. Program performance;

2. Program administrative costs;

3. G@Generally applicable national policy requirements
(cross~cutting requirements);

4. Program specific requirements;

5. The ability of local governments to carry out tlLeir
responsibilities under the State admininterqp block grants; and

6. The nature of Federal involvement in the transfer to
the block grants, including general technical assistance,
information provided including the Geographical Distribution of

Y
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APPENDIX II APPENDIX 1II

The Honorable Charles A. Bowsher
Page 2

L]

Federal Funds, and the role of the Office of Management and

Budget in administering its management circulars and resolving
conflices. , . .

- 1 am particularly concerned that 2 thorough analysis of
- the administrative cost savings under the block grants be
prepared so that a careful comparison of the cost-effectiveness
of block grants and existing categorical programs can be made.

In addition, I believe it 1s critical to assess the effect of the

block grant mechanism on service delivery and on actual program
récipients. " ‘

I appreciate your attention to this and look forward to
your reaponse. Should any questions arise concerning this
request, please have your staff contact either Mike Mitchell or
Link Hoewing of the Governmental Affairs Committee staff.

Sincerely,

William V. Roth, Jr.
Chairman

WVR/kkp

(118802)
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