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ABSTRACT 

In 1981 President Ronald Reagan proposed to Congress, under the 
banner of "New Federalism", a new economic recovery program. This 
program consisted of federal tax reductions; spending reductions in 
entitlement programs; and reductions in social service grants to states. 
To achieve significant spending reductions, the President proposed 
that numerous narrowly focused "categorical" grants be consolidated 
into a few "block" grants which also would provide substantially 
greater spending discretion to state and local governments. 

In response to the President's proposal to consolidate eighty-five 
categorical grants into seven blocx grants, Congress enacted the 
Omnibus Budget and Reconciliation Act of 1981. This Act created nine 
federal block grants and consolidated fifty-seven categorical grant 
programs. One of the nine block grants was the Social Services Block 
Grant (SSBG), which combined several Title XX programs, originally 
included in the amendments to the Social Security Act, into one grant. 

This study assesses the effects of the New Federalism on the 
provision of social services in Montana. In particular, it is a case 
study focussing on Montana's Department of Social and Rehabilitation 
Services (SRS; and on social services provided by the non-profit 
organizations in Lewis and Clark County that receive a portion of the 
SSBG. 

Congress authorized appropriations for the SSBG for fiscal 1982 
and 1983 at approximately 80 percent of the fiscal 1981 level. The 
Montana Legislature offset most of these federal funding reductions 
with increased state general fund support and with funds shifted from 
the Low-Income Energy Assistance Block Grant into the SSBG. 

Six Lewis and Clark County social service organizations that 
receive SSBG funds were surveyed in 1984. Althougn reductions in 
federal funding for SSBG programs, and changes in state priorities, 
did affect these non-profit organizations, the services provided by 
these organizations in fiscal 1982 and 1983 were not impaired. All six 
changed their methods of operation during these fical years and some 
made adjustments in their service delivery, either by increasing staff 
workload or by making their management more efficient. The survey 
indicated that if non-profit, charitable organizations are to survive and 
maintain their services without increased government support, new and 
innovative fundraising projects also will be needed, and the 
responsibilities of local board members will have to be expanded to 
include financial development. 
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CHAPTER 1 

INTRODUCTION 

In 1981 President Ronald Reagan proposed to Congress a new 

economic recovery program. Reduction in federal taxes was the most 

dramatic part of this program for the average citizen. For low-income 

citizens, however, the news was not so good. Reagan's proposal 

entailed cuts in entitlement programs such as Medicaid, Aid to Families 

with Dependent Children (AFDC), and Food Stamps, and reductions in 

domestic social service grant programs to states. From the perspective 

of state and local agencies and non-profit providers of social service 

assistance, the proposed cuts in federal grants were also very serious 

matters, but of even more interest and concern was the manner in 

which the remaining federal funds were to be distributed. President 

Reagan proposed to Congress that numerous narrowly focused "cate- 

gorical" grants be consolidated into a few "block” grants providing 

substantially greater spending discretion to state and local govern¬ 

ments. By this means, the trend since the early 1960’s of increasing 

federal direct control over social services was to be reversed, with an 

increase in state government autonomy under the banner of "The New 

Federalism." 

Richard S. Williamson, who served as the President’s Assistant 

for Intergovernmental Affairs from 1981 to 1983, described the 

President’s proposals as "the most far reaching effort ever attempted 

in the consolidation of federal grant-in-aid programs to state and local 

governments. ’’ 

The Reagan block grant proposals were intended to accomplish 

three important goals:2 

(1) to decentralize government decision-making; 
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(2) to significantly reduce administrative costs; and 

(3) to provide greater opportunity for state innovation with 

government services. 

In response to the President's proposal to consolidate eighty-five 
categorical grants into seven block grants, Congress enacted the 
Omnibus Budget and Reconciliation Act of 1981. Signed by the 
President on August 13, 1981, this Act created nine federal block 
grants and consolidated fifty-seven categorical grant programs. The 
block grants were the cornerstone of the President's "New Federalism." 

The largest budget cuts were achieved in entitlement programs. 
Significant budget reductions, however, also occurred in block grants 

o 
to the states for operating human service programs. 

As part of the Omnibus Budget and Reconciliation Act of 1981, 
Congress created the Social Services Block Grant (SSBG). This grant 
combined several Title XX programs, originally included in the amend¬ 
ments to the Social Security Act, into one block grant. This new 
block grant does not include all social service programs, however. 

Many categorical programs remain funded and are administered 
separately by federal and state government and local non-profit 
agencies. 

Richard Nathan indicates that as a result of this Act, three 
dramatic changes were achieved: reduced domestic spending; a shift 
of responsibility from the federal level to the states; and reform of the 

nation's welfare programs.4 This raises several fundamental questions. 
What has been the actual net effect on the provision of social services? 
Have the nation's welfare programs been reformed, or, as opponents of 
the Reagan reforms feared, have they been decimated? 
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How have the states used this new found autonomy and responsi¬ 
bility? Have the states, as President Reagan expected, turned to 
their own sources of revenues to maintain services previously funded 
by the federal government? And, from the states' response to the 
loosening of federal controls, what can be learned about state govern¬ 
ment priorities as compared with those of the federal government? 
More fundamentally, what has been the net effect on social service 
providers themselves? 

The purpose of this study is to assess the effects of the New 
Federalism on the provision of social services in Montana. In particular 
this is a case study focussing on Montana's Department of Social and 

Rehabilitation Services (SRS) and on social services provided by the 
non-profit organizations in Lewis and Clark County that receive a 
portion of the Social Services Block Grant (SSBG). Discussed and 
analyzed in terms of the nationwide response to the New Federalism, 
this case will provide an assessment of the first two years of this 
attempt to reform social service programs in Montana and other states. 

The second chapter of this report compares former President 

Richard Nixon's major New Federalism initiatives with those of President 
Ronald Reagan. This chapter also describes President Reagan's ratio¬ 
nale for his New Federalism initiatives and reviews the Congressional 

response to the President's proposals. The Congressional response to 
President Reagan's budget cuts and block grants indicates that though 
some restrictions were considered necessary, Congress was willing to 
allow the states more latitude in responding to local needs and 
priorities. 

Chapter 3 discusses state and local government reactions to the 
President's block grant proposals and to the Omnibus Budget and 

Reconciliation Act of 1981. It also examines the effects of budget 
reductions on non-profit service providers. This chapter provides a 
basis for comparing Montana's response with that of other states. 
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Chapter 4 examines Montana’s response to the New Federalism, 
reviewing the executive and legislative reactions to the budget reduc¬ 
tions that affected Montana’s Department of Social and Rehabilitation 
Services (SRS). It describes priorities established by the Governor 
and the Legislature in replacing reduced federal funds for programs 

administered by SRS. 

Chapter 5 discusses the Reagan administration’s proposed SSBG 
and the final version enacted by Congress. Differences between the 
President's priorities and those established by Congress emerged in 
the process of deciding which programs would be included in this 
block grant. This section also examines the effect of the SSBG on 
Title XX (of the Social Security Act) funds administered by Montana's 
Department of SRS and how the Montana Legislature's responded to 
budget reductions in this block grant. Montana's response to budget 
reductions is also compared with that in other states. 

The effects of the SSBG on the non-profit social service agencies 
in Lewis and Clark County that receive SSBG funds from SRS are also 
analyzed in this chapter. Some observations about the priorities 
established by Congress and the state legislature and their effect on 
non-profit orgranizations are included. 

Chapter 6 summarizes the objectives of the Reagan administration's 
"New Federalism" and assesses its impact on state governments and 
local non-profit organizations. In addition, this chapter presents 
conclusions about the extent to which the non-profit organizations have 
been able to maintain their services. 
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CHAPTER 1: FOOTNOTES 

1 
Richard S. Williamson, "Block Grants: One Year LaterJournal 

of Legislation 10:277 (1983), p. 277. 
2Williamson, p. 281. 
3 
Richard P. Nathan and Fred C. Doolittle, Overview: Effects of 

the Reagan Domestic Program on States and Localities (Princeton, N.J.: 
Princeton Urban and Regional Research Center, June 1984), p. 2. 

4Nathan and Doolittle, p. 1. 
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CHAPTER 2 

NEW FEDERALISM 

This chapter briefly compares former President Richard Nixon’s 

vision of a "New Federalism" with President Ronald Reagan’s. 

President Reagan's New Federalism initiatives, which consisted of block 

grants and budget reductions, are discussed as is the rationale for his 

proposals. This section provides the background for a discussion of 

President Reagan's proposals, what Congress enacted, and the way 

states and non-profit organizations responded to the "New Federalism." 

President Nixon's New Federalism: Special Revenue Sharing 

The term "New Federalism" was used by both former President 

Nixon and President Reagan to describe their respective philosophies 

of allocating decision-making authority among federal, state, and local 

governments. Under both Presidents, the purpose of "New Federalism" 

was to give states more power and responsibility for meeting their 

citizens' needs while decreasing the size and influence of the federal 

government. Both Presidents recognized that the growing number of 

categorical grant-in-aid programs to states magnified the influence of 

the federal government and increased the complexity of solving local 

needs. 

Former President Nixon first used the term "New Federalism" on 

August 8, 1969, when he stated: 

After a third of a century of power flowing from the people 
and the States to Washington, it is time for a New Federalism 
in which power, funds, and responsibility will flow from 
Washington to the States and to the people For a third of 
a century, power and responsibility have flowed toward 
Washington, and Washington has taken for its own the best 
sources of revenue We intend to reverse this tide, and to 
turn back to the States a greater measure of responsibility 
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--not as a way of avoiding problems, but as a better way of 
solving problems.^ 

He repeated this theme in his 1971 State of the Union message when he 
said: 

The time has now come in America to reverse the flow of 
power and resources from the States and communities to 
Washington, and start power and resources flowing back 
from Washington to the States and communities and, more 
important, to the people, all across America The time has 
come for a new partnership between the Federal Government 
and the States and localities - a partnership in which we 
entrust the States and localities with a larger share of the 
Nation’s responsibilities, and in which we share our Federal 
revenues with them so that they can meet those 
responsibilities^ 

President Nixon's goals for his "New Federalism" were two-fold. 
First, he proposed to slow the rate of growth of the federal govern¬ 
ment by consolidating grants. Second, he proposed general and 
special revenue sharing programs as a way to consolidate grants and 
return responsibility and decision-making authority to state and local 
governments. 

To accomplish these goals and to establish a new partnership 

between the different levels of government, Nixon proposed to restruc¬ 
ture and sort out governmental functions. His strategy was to 
decentralize some functions of government while centralizing and 
strengthening others. The functions that Nixon proposed to 
decentralize included services provided by local governments, such as 
health and social services, law enforcement, education, and urban and 
rural development. Government functions that Nixon wanted to 
centralize and strengthen included environmental programs, income or 
cash assistance programs such as social security, and demonstration 
grant-in-aid programs. 
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Although the former President set forth six special revenue 
sharing (SRS) proposals consolidating over $11 billion worth of cate¬ 
gorical grant programs, not all were passed by Congress.^ The SRS 
programs he proposed were law enforcement, education, manpower and 
training, urban and rural community development, and transportation. 
Of these programs, only manpower and training and urban community 

development were passed by Congress as block grants during Nixon’s 
second term in office. 

President Nixon's only success with general revenue sharing came 
when Congress passed the $6.65 billion per annum State and Local 
Fiscal Assistance Act in October, 1972. This bill provided financial 

payments for general purpose government units at state, county, city 
and township levels. It is possible that the issues of Watergate and 
the impeachment proceedings against the President diverted attention 
from his New Federalism agenda and hampered his administration’s 
ability to implement Nixon’s special revenue sharing programs. 

President Reagan's New Federalism: Block Grants and Budget Cuts 

After he took office in 1981, President Reagan continued what 
Nixon had begun. In a similar ’’New Federalism" initiative, he sought 
to consolidate categorical grants into block grants. Like Nixon's 

special revenue sharing program, President Reagan's block grant 
proposals were designed to consolidate numerous categorical grant 
programs, thus designating funds to be spent within broad subject 
areas. Within each subject area no federal approval was required as 
to how states could spend their grants. These funds were to be 

distributed on the basis of a formula, and applications by state and 
local governments were required. 

President Reagan achieved greater success in implementing his 
block grant programs than former President Nixon had achieved with 
his special revenue sharing programs. The Reagan administration 



-9- 

proposed to consolidate eighty-five categorical grants into seven block 
grants totaling $15 billion.^ Congress enacted nine block grants 

consolidating fifty-seven categorical grants totalling $7.54 billion.5 

However, in 1982, "federal domestic aid was reduced from $94.8 billion 
to $88.2 billion. This was the first absolute decline in federal aid in 

6 over twenty-five years." Thus grants-in-aid to state and local 
governments, which had increased under the Nixon administration, 
were successfully reduced under the Reagan administration. 

Under the Reagan administration’s second round of "New 
Federalism" proposals, the issue of financing government programs at 
all levels of government became the focus of debate. In his proposal, 

President Reagan outlined an exchange of programs between Washington 
and the states, beginning in 1983, which amounted to roughly $47 
billion in programs and revenues. In the face of state and local 

government opposition, however, these initiatives were not introduced 
in Congress. 

Stephen Goode describes President Reagan’s "New Federalism" as 
"the most ambitious program ever proposed to restore the balance of 

power" between the federal government and the states.7 In his inau¬ 
gural address, the President expressed his perception of the 
appropriate relationship between the federal government and the states 
when he stated: 

It is my intention to curb the size and influence of the 
Federal establishment and to demand recognition of the 
distinction between the powers granted to the Federal 
government and those reserved to the states or to the 
people. All of us need to be reminded that the Federal 
government did not create the states; the states created the 
Federal government Now so there will be no misunder¬ 
standing, it is not my intention to do away with government. 
It is rather to make it work - work with us, not over us; to 
stand by our side, not ride on our back. Government can 
and must provide opportunity, not smother it; foster 
productivity, not stifle it.g 
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This speech established the theme for the President's efforts to 
define and redefine intergovernmental relationships for the 1980's. 
The President articulated this theme and his "New Federalism" 

initiatives to the public, Congress, and state and local officials in 
budget proposals and numerous speeches. 

Underlying the Reagan administration's program were the following 
key assumptions:^ 

(1) "Grassroots" governments are best equipped to diagnose 
and deal with problems; (2) The states are willing and able 
to assume greater responsibility for the administration and 
financing of social programs; (3) State and local officials will 
cooperate and collaborate more closely than in the past and 
will be able to "get their acts together" in the near future; 
(4) The federal government has grown too large, influential, 
and costly, and its operations need to be overhauled and 
streamlined; and (5) The appropriate roles of different levels 
of government can be identified and functions can be 
reassigned in a reasonably systematic manner. 

These assumptions guided President Reagan in proposing a new 
agenda that would limit and restrain the power of the federal 
government while enlarging the states' role in meeting the needs of the 
people. 

Essentially, the President's "New Federalism" consisted of the 
10 following initiatives: 

(1) Returning more program responsibility and discretion to 
the states by consolidating many of the narrow cate¬ 
gorical grants into block grants with funds appropriated 
for broad, functionally related activities; 

(2) Turning back revenue sources to help fund the 

programs being picked up by the states; and 
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es) Reducing the number and cost of federal regulations 

imposed upon states and localities. 

(4) Making significant reductions in federal domestic 

spending through "zeroing out" more than 60 categorical 
programs and requesting lower appropriations for many 

11 others. 

The President's short-term goal for his new agenda was to reverse 
the trend toward expanding funds for domestic programs, by proposing 

reductions in grants-in-aid, consolidating numerous categorical grants 
into large simplified block grants, and to the maximum extent possible, 
reforming grant regulations. His long-range goals consisted of 
"reallocating government responsibilities in a way that leaves each level 
of government with quite separate and clearly assigned functions and, 
to the maximum extent possible, its own sources of funding to meet 

12 these responsiblities." 

To achieve these short and long-term goals the President 
presented to the American public the complexity issue and the 
problems of managing numerous categorical grant programs. Because 
he succeeded in communicating the problems of rapid growth in federal 
spending and the ineffectiveness of increasing grant programs, the 
President has enjoyed public support for his proposals from the 
beginning. 

Problems of Grants-In-Aid 

Michael Reagan, a political scientist unrelated to President Reagan, 
stated that "federal grants-in-aid represent the most significant means 
by which the national government presently exercises its concurrent 

powers within the states." Reagan perceived that while domestic 
programs run directly by the federal government have not increased, 
the number of state and local government programs funded by the 



-12- 

federal government has risen significantly. To a large degree these 
programs are subject to federal policy control. 

President Reagan blamed the inefficiency of government and the 
public's confusion about the role of government on the rapid growth in 
federal grant-in-aid programs. In 1980, the Advisory Commission on 

Intergovernmental Relations (ACIR), characterized today's intergovern¬ 
mental system as a "bewildered and bewildering maze in which 

Washington's influence has become more persuasive, more intrusive, 
more unmanageable, more ineffective, more costly, and, above all, 
more unaccountable."^ In his 1982 State of the Union speech, the 
President agreed, stating that: 

A maze of interlocking jurisdictions and levels of government 
confronts average citizens in trying to solve even the 
simplest of problems. They do not know where to turn for 
answers, who to hold accountable, who to praise, who to 
blame, who to vote for or against.^ 

According to the ACIR, few significant changes have occurred 
during the past twenty years to slow the growth in federal grant-in- 
aid programs. In 1967, the ACIR identified problems associated with 
the system of grant-in-aid programs and concluded that: 

Excessive categorization and overlapping of grants create 
administrative problems at all levels and handicap the 
development of a coordinated attack on community 
problems... State and local goverments may be bewildered as 
to the differences between seemingly like programs or 
uncertain as to whether they are using the more appropriate 
program;... Confusion is aggravated by the existence of 
varying requirements under similar programs, which may 
cause applicants to seek the program which seems most 
attractive from the standpoint, say, of non-Federal matching 
required although overall considerations, such as the specific 
uses as to which the money can be put, may make it less 
attractive. ^ g 

These problems were worsened by the federal government's 
inability to administer national programs to meet local communities' 
needs, and by the lack of funds for programs to meet national goals. 
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President Reagan believed that the size and complexity of inter¬ 
governmental grants-in-aid exceeded the ability of government at any 
level to administer the programs efficiently and effectively. In I960, 
the federal government administered about 130 grants-in-aid programs, 
totalling $7 billion in expenditures to state and local governments. By 
1980, the number had risen to approximately 500, totalling more than 

$90 billion. Grant programs during this period increased "because 
the federal government could tap far more revenue sources than the 
states and localities could, and because state and local officials could 

18 not or would not provide funds to deal with certain problems. ” 
Congress attached more conditions to the grants, thereby reducing 
state and local discretion in using federal funds. The President 
concluded that "the growth of these grants has led to a distortion in 
the vital functions of government" and that block grants would solve 
some of the problems associated with federal grants-in-aid programs. 

Block Grants 

The key element of the President's effort to transfer much of the 
federal government's role in providing services to state and local 

governments was his block grant proposal. According to John Palmer 
and Isabel Sawhill, "block grants embody in miniature most of the 

20 principles of the New Federalism." 

The present system of federal grants-in-aid includes revenue 
sharing, categorical grants, block grants, and demonstration grants. 
These types of grant-in-aid differ in the conditions imposed by the 
federal government for distributing the funds. 

The Advisory Commission on Intergovernmental Relations (ACIR) 

defines a block grant as a program through which funds are provided 
"chiefly to general purpose governmental units in accordance with a 
statutory formula for use in a broad functional area, largely at the 
recipient's discretion." Categorical grants distribute federal funds 
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"for specifically and narrowly defined purposes, leaving very little 
discretionary room on the part of the recipient.. .while block grants 

22 are broader in scope...and create much larger zones of discretion.n 

Unlike other forms of federal assistance, block grants have the 
23 following characteristics: 

(1) Federal aid is authorized for a wide range of activities 
within a broadly defined functional area. 

(2) Recipients have substantial discretion in identifying 
problems and designing programs and allocating 
resources to deal with them. 

(3) Administrative, fiscal reporting, planning and other 
federally imposed requirements are kept to the minimum 
amount necessary to ensure that national goals are 
being accomplished. 

(4) Federal aid is distributed on the basis of a statutory 
formula, and this results in narrowing federal administra¬ 
tors’ discretion and providing a sense of fiscal certainty 
to recipients. 

(5) Eligibility provisions are statutorily specified and favor 
general purpose governmental units as recipients and 
elected officals and administrative generalists as decision 
makers. 

The ACIR goes on to state that ’’the objective of block grants is 
to balance accomplishment of national purposes within broad functional 
areas with the exercise of substantial recipient discretion in allocating 
funds to support activities which contribute to the alleviation of state 

24 and local problems.” 
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President Reagan believed that ’’categorical grant programs burden 
local and state governments with a mass of Federal regulations and 
Federal paperwork." He proposed to consolidate categorical programs 
into block grants to reduce the waste and inefficiency of the present 
grant system and to return decision-making authority for programs and 
services to states and local governments. In a speech before a Joint 
Session of Congress on February 18, 1981, the President stated that: 

We will reduce some subsidies to regional and local govern¬ 
ments. We will at the same time convert a number of cate¬ 
gorical grant programs into block grants to reduce wasteful 
administrative overhead and to give local government entities 
and States more flexibility and control. We call for an end 
to duplication in Federal programs and reform of those which 
are not cost effective.2g 

Richard Schweiker, then Secretary of Health and Human Services, 
presented the administration's justification for introducing block grants 
to the Committee on Education and Labor (House of Representatives) 
on March 31, 1981. He testified that: 

We can no longer afford unlimited rates of growth in all 
federal activities. For this reason, we have chosen a new 
approach for providing federal resources for a variety of 
social services. This approach - the block grant approach - 
is designed to eliminate cumbersome reporting requirements 
and regulations, unnecessary administrative costs and 
program duplication. Moreover, it will contribute to the 
revitalization of state governments, by giving them the 
ability to meet the needs of their residents, without the 
heavy burden of federal over-regulation. 27 

The President's rationale for proposing block grants to replace 
categorical grants was that the federal government impedes the efforts 
of well intentioned programs to provide services to those most in need. 
The Reagan administration determined that services can be provided 
more economically and efficiently when states determine their own 
needs and administer their own programs. 

The block grant proposals were intended to: 
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(3) give states greater control and authority in determining 
their own priorities, thereby allowing a shifting of 
resources; 

(4) allow states to determine eligibility requirements for 
recipient of services; 

(5) allow states to develop innovative delivery systems to 
serve clients with greatest needs; 

(6) improve coordination between state and local 
28 governments and agencies providing services. 

Block Grants and Budget Reductions 

Perhaps the best indication of the administration’s direction in 
’’New Federalism" comes from the President’s budget proposals for 
fiscal 1982 and 1983. The President’s early budget proposals for fiscal 
1982 requested reductions of over $40 billion in nondefense spending. 
The President "proposed to reduce substantially federal expenditures 
and revenues as a percentage of the Gross National Product (GNP); 

while accommodating a defense buildup  The deepest cuts were 
proposed for discretionary domestic programs, especially those funded 

29 through grants to states and local governments." 

The President believed that cutting the federal budget was the 
first step toward returning power and revenue sources to states and 
local governments. In a speech made to the National League of Cities 
about proposed budget cuts in March 1981, he said: 

I know that accepting responsibility, especially for cutbacks, 
is not easy. But this package should be looked at by state 
and local governments as a great step toward not only 
getting America moving again, but toward restructuring the 
power system which led to the economic stagnation and urban 
deterioration. 2Q 
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The President believed that cutting the federal budget was the 
first step toward returning power and revenue sources to states and 
local governments. In a speech made to the National League of Cities 
about proposed budget cuts in March 1981, he said: 

I know that accepting responsibility, especially for cutbacks, 
is not easy. But this package should be looked at by state 
and local governments as a great step toward not only 
getting America moving again, but toward restructuring the 
power system which led to the economic stagnation and urban 
deterioration. 3Q 

And the President said before another forum the same month: 

We are not cutting the budget simply for the sake of sounder 
financial management. This is only a first step toward 
returning power to states and communities, only a first step 
toward reordering the relationship between citizen and 
government. 

The administration’s most significant ’’New Federalism” initiative 
for fiscal 1982 was the President's proposal to consolidate eighty-five 
categorical grants into seven block grants in the areas of education, 
community development, social and health services. (See Appendix 
A.) This proposal embodied the President's major goal of reversing 

the historical growth in federal aid to state and local governments 
while allowing them greater flexibility in spending federal dollars. In 
addition, the administration proposed to eliminate more than sixty 
categorical grant-in-aid programs and to cap the growth of federal 
matching payments for Medicaid. 

President Reagan believed that fund reductions in human service 
programs would not adversely affect the people with the greatest needs 
and that the "safety net” would be maintained. He stated that: 

The nation will continue to fulfill the obligations that spring 
from our national conscience. Those who through no fault of 
their own must depend on the rest of us, the poverty 
stricken, the disabled, the elderly, all those with true need, 
can rest assured that the social safety net of programs they 
depend on are exempt from any cuts.^ 



-18- 

The Adminstration provided specific guidelines for proposed fiscal 

1982 domestic budget cuts. These included:34 

(1) Preserve the social safety net.. .intended to protect the 

elderly, unemployed, poor, and veterans. These 

programs included Social Security, Medicare, basic 

unemployment benefits, SSI, AFDC, and veterans 

income security and health care. 

(2) Revise entitlements to eliminate unintended benefits. 

These cuts ’’were designed to eliminate excesses, over¬ 

laps, and unintended benefits.. .and to... refocus bene¬ 

fits on the truly needy and retarget programs on their 

intended purposes.” 

(3) Reduce subsidies to middle and upper-income groups. 

(4) Recover allocable costs with user fees. 

(5) Apply sound economic criteria to economic subsidy 

programs  Programs targeted for reduction were 

public service employment, subsidies for new energy 

technologies, community development, operating 

subsidies for mass transit and agriculture support 

activities. 

(6) Stretch out and retarget public sector capital 

investment programs. 

(7) Reduce federal overhead, personnel costs, and program 

waste and inefficiences.... Major cost-saving initiatives 

pertained to federal employment debt collection and 

management.. .surplus property disposal, employee 

travel, waste and abuse, and receipt collection. 
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(8) Impose fiscal restraint on other programs of national 
interest  Areas targeted here were the arts and 

humanities and science and technology. 

The second (1983) phase of President Reagan's "New Federalism" 
proposals consisted of two major initiatives. The first one amounted to 
a $20 billion "swap" of funds between the states and the federal 

government. This proposal required states to assume responsibility 
for Aid to Families with Dependent Children (AFDC) and food stamps. 
In return the federal government would assume full responsibility for 

oc 
the medicaid program. 

Secondly, the President proposed to consolidate forty-three addi¬ 
tional grant programs into existing block grants and to add seven new 
ones. (See Appendix B.) Under this proposal the states would 
assume responsibility for programs in the areas of transportation, 
community development, social services, education, health and nutrition 
and employment and training. To fund these grants, the President 
proposed to create a $28 billion trust fund from excise taxes on 
gasoline, tobacco, alcohol and windfall oil profits.3^ 

If Congress had approved this program it would have become 
effective in fiscal 1984. Grant funds under this proposal would have 
been distributed for the next three years to states according to pre¬ 
vious allocations. States could then have decided whether to retain 

specific programs or accept unrestricted funds from the new trust 
fund. By 1988, however, federal funds from the trust and taxes 

supporting the fund would have' been phased out, leaving the states 
the option to replace federal taxes with their own resources or 
terminate programs. 

Although the President’s fiscal 1982 "New Federalism" initiatives 
met with considerable success in Congress, his fiscal 1983 initiatives 
were not introduced because of state and local government opposition. 



Regulatory Reform 

President Reagan believed that regulations were a "major factor in 
the decline of American productivity and that federal government had 
intruded into the affairs of private individuals, state and local 

oo 
government and business." Accordingly, his "New Federalism" called 
for regulatory relief for state and local governments. In order to 

achieve this goal, the President appointed Vice-President George Bush 
to chair a Presidential Task Force on Regulatory Relief to review, with 
state and local officials, hundreds of regulations affecting these 
governmental units. 

The administration’s regulatory relief policy had the following 
goals 

(1) The elimination, modification, or postponement of dozens 
of administrative regulations and the promulgation of 
relatively few new regulatory initiatives. 

(2) Reform of the regulatory process through increased 

White House oversight and the imposition, except where 
expressly prohibited by law, of a rigid cost-benefit 
standard by which all existing and proposed rules are 
to be judged. 

(3) Substantial budget and personnel reductions within 

federal regulatory agencies and departments. 

(4) The elimination or modification of federal regulations 

affecting state or local governments and the consolida¬ 
tion of numerous federal categorical grant programs into 
block grants. 
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In November 1981, the Administration reported that the task force 
had recommended that: "more than 1,200 regulations affecting states 
and cities be relaxed" and had suggested changes in about five 

hundred regulations concerning conditions of financial aid.4^ The 
Office of Management and Budget estimated that governments and 
industry would save $500 million in annual costs and $3.8 to $5.9 
billion in one-time-start-up costs.41 

Congress Responds: The Omnibus Budget and 
Reconciliation Act of 1981 

In March 1981 President Reagan had proposed to cut over $40 
billion from the federal budget for fiscal year 1982. In September the 
President proposed to Congress further spending reductions totalling 
$13 billion. Congress enacted $35 billion of the President's initial 

proposed budget cuts and achieved nearly $4 billion in additional cuts 
m response to his second request. 

Although the President's major initiative was only partially 
successful, House Budget Committee Chairman James R. Jones 
(Democrat, Oklahoma) described the actions by Congress as "clearly 
the most monumental and historic turnaround in fiscal policy that has 

ever occurred."4^ According to the Congressional Quarterly: 

The most important legislation affecting social programs 
passed during 1981 was the Omnibus Reconciliation Bill (P.L. 
97-35). This bill made hundreds of changes in dozens of 
different education, welfare, and health programs. Some 70 
percent of the reconciliation bill's $35.2 billion savings came 
in programs earmarked for the poor and lower middle-income 
persons.^ 

The reconciliation process used by Congress to achieve the bulk 
of spending reductions was the most dramatic change from the way it 
had adopted budget decisions in the past. First, the reconciliation 

plan proposed a multiyear approach to budgeting. Second, budget 
committees were instructed to reduce authorizations for spending as 
well as entitlement programs. Reductions in authorizations accounted 
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for the bulk of budget savings. Committees also were allowed to 
substitute savings in direct spending and entitlement programs for 
reductions in authorizations. 

This Act, adopted by Congress on July 31, 1981 and signed into 
law by President Reagan on August 13, achieved a "total of $131 
billion in reductions in fiscal 1981-1984.1,45 Budget reductions 

occurred mostly in domestic programs and primarily in those funded 
through grants to states and local governments. As a result, state 
and local governments were to receive seven percent less in direct 
grants in FY 1982 than in FY 1981.The program areas affected 
included health and social services, education, income security, 
economic development, and highways. 

Significant spending cuts and program changes were achieved in 
the following programs: Aid to Families with Dependent Children, food 
stamps, Medicaid and Medicare, subsidized housing, Comprehensive 
Employment and Training Act (CETA) programs, school lunches, and 
extended unemployed benefits.47 

These budget reductions and program changes were the result of 
aggressive lobbying by an overwhelmingly popular President. The 
President's success in the Senate can be attributed also to the fact 
that the Republican party had succeeded in electing a Senate majority 
for the first time since 1955. The President also managed to persuade 
conservative Democrats in the House to support his budget cuts. 
Many of the President's proposals to consolidate categorical programs 
into block grants, were opposed, however. Opposition came from 
members of both parties. 

Republicans as well as Democrats fought to retain the 
separate identity of some programs, fearing they would be 
funded inadequately or would lose out altogether in 
competition with other programs. 
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Two important Senate Republicans, Lowell Weicker (Connecticut), 
and Robert Stafford (Vermont) of the Senate Labor and Human 
Resources Committee, opposed the administration’s proposal to combine 
twenty-five health grant programs into two large block grants. This 
committee was important because it had jurisdiction over most of the 
programs to be included in other block grants. Senator Stafford also 
chaired the Education Subcommittee which was to consider consolidating 
forty-four education programs into two education block grants. 

Senator Edward Kennedy (Democrat, Massachusetts) summarized 
the opinions of those opposing the administration’s proposed 
consolidation of health grant programs when he stated that: 

The federal government has a responsibility for providing 
quality health care for all Americans. The administration 
proposes to become little more than a tax collector for the 
state in the areas of health services The proposals 
contain no assurance that the federal dollars will be spent to 
meet key health needs. They contain no assurance that 
funds will be targeted to the poor and the underserved. 
They contain no assurance that services provided by the 
states with federal funds meet minimum quality standards.4g 

The Chairman of the House Education and Labor Committee, Carl 
D. Perkins (Democrat, Kentucky), stated even more forcefully that 
’’...the Reagan proposals go beyond rational cuts - they actually 

50 dismantle programs.” 

Other Congressmen opposed returning more authority to the 
states for administering block grants because they believed that state 
officials lacked the experience to run programs currently administered 
by the federal government. 

Some supporters of block grants argued that savings resulting 
from the reduction in federal control would allow local programs to 
survive spending cuts without reducing services. Others, however, 
believed that states lacked sufficient financial resources to administer 
the programs without reducing budgets and services at the local level. 
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As a result of differences of opinion among members of Congress, 
the Omnibus Reconciliation Act embraced the Reagan administration's 
concept of block grants, but did not achieve the degree of consolida¬ 

tion the President had requested. According to the Congressional 
Quarterly: 

Congress made substantial changes in the President's pro¬ 
posals, setting federal standards and spending levels for 
some programs and refusing to include others in the block 
grants at all.^ 

Instead of the seven block grants consolidating eighty-five cate¬ 
gorical grants that the President had originally proposed, Congress 
enacted nine block grants consolidating fifty-seven categorical federal 
programs. Many categorical programs were terminated. The block 
grants that were enacted represent only $7.54 billion of the $88 billion 
in federal aid ' to the states and localities for fiscal 1982. 
"Conservative critics called the watered-down final version the worst 
of two worlds, putting the burden of responsibility on state and local 

cp 
governments without giving them full authority." 

Besides encompassing fewer categorical programs than originally 
proposed, the block grant authorization contained many conditions, 
some of which were designed to ensure the continued funding of 
previous categorical programs without imposing hardships on states and 
local governments. 

Perhaps the greatest impact of the new block grants, however, 
was the budget cuts that accompanied them. The funding for the 
combined programs was cut approximately 25 percent from the funding 
level for the separate programs. The following table shows the number 
of categorical grants consolidated by block grants. (Provisions of 
P.L. 97-35 can be found in Appendix C). 
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Table 1 
New or Changed Block Grants 

Budget Authority in Millions 

Number of 
Block Grant Categorical Grants Amount 

Alcohol, Drug Abuse 3 $ 491 
and Mental Health 

Primary Care 1 $ 284 

Preventive Health and 9 $ 95 
Health Services 

Maternal and Child Health 6 $ 373 

Social Services 2 $2,400 

Elementary and 33 $ 589 
Secondary Education 

* 
Community Development 1 $1,082 

Community Services 1 $ 354 

Home Energy Assistance 1 $1,875 

TOTAL 57 $7,543 

This portion (for small cities) of the $3.66 billion Community 
Development Block Grant would change from federal to state 

53 administration. 

Summary 

The President's block grant proposals were intended to 
decentralize the federal government’s decision making authority and 
allow the states a greater role in determining their own priorities in 
meeting citizens' needs. Although the Reagan administration did not 
achieve all of its objectives, the block grants enacted by Congress in 
the Omnibus Budget and Reconciliation Act reversed a twenty-five year 
trend toward increased federal grants-in-aid to state and local 
governments t 
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The primary objective in assessing the impact of block grants and 
budget cuts is to discover how state agencies and providers of social 
service assistance responded. The states had to decide whether to cut 

programs entirely, to reduce others, or to develop other strategies to 
maintain existing levels of service, and they had to decide whether to 
compensate for the loss of federal funds with their own resources or 
raise taxes. 

The following chapter describes state and local government 
reactions to the President's block grant proposals. In addition, it 
examines non-profit service providers and their dependence on the 
federal budget. 
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CHAPTER 3 

IMPACT OF BLOCK GRANTS 

This chapter presents the reactions of state and local government 
to the President’s proposed block grants and federal budget 
reductions. Data on state and local government, and the non-profit 
sectors management of budget reductions are also presented in this 

chapter. This section provides a basis for comparing Montana’s 
response to budget cuts with that of other states. 

State and Local Governments React to Block Grants and Budget Cuts 

The National Governors Association (NGA) and the National 
Conference of State Legislatures (NCSL) were more supportive of the 
President’s proposals than were major associations representing local 
governments. Many local government leaders were concerned about the 
magnitude of budget cuts that the President proposed and about 
altering the alliance between the federal government and local 
government. 

The National Governors Association's position was that they would 
accept a 10 percent reduction in federal funding in exchange for grant 

consolidation and simplification of administrative requirements. The 
flexibility allowed the states in administering the block grants was a 
key factor in the states’ acceptance of the Reagan administration's 

grant consolidation proposals. This issue was important because block 
grant provisions designated the states as primary grant recipients and 

decision-makers. The governors believed that if states were allowed to 
set their own program priorities, essential services could be maintained 
despite a 10 percent cut in federal funding. State legislative leaders 
agreed that the added flexibility of block grants would soften the 
, -i 

impact of budget cuts. 
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The administration's proposal, however, called for funding the 
major block grants at approximately 25 percent below the fiscal 1981 
level. Governors and legislators believed that funding cuts of this 
magnitude would force the states to reduce services, but because state 
governments had not yet assessed the extent to which states could 
offset the reductions or the savings that might come from increased 
administrative flexibility, the true impact of the proposed reductions 
was unknown. 

In 1981, when it was apparent that Congress was going to imple¬ 
ment major reductions in federal funding at or near the President's 
request, governors became concerned about the effect on state govern¬ 
ments. In early November, Vermont Governor Richard Snelling, former 
NGA Chairman and an early supporter of the New Federalism, told a 
joint meeting of the House and Senate Subcommittees on 

Intergovernmental Relations that: 

...as state and local officials everywhere contemplate the 
deep funding cuts and limited flexibility in the current block 
grants, they ponder how far the block grant approach to 
federal funding is worth pursuing^ 

Arizona Governor Bruce E. Babbitt, a longtime supporter of block 
grants, added that "block grants are now a tactical weapon to cut the 
federal budget while deputizing the governors to hand out the bad 
news. 

Although the block grant legislation enacted by Congress fell 
short of the President's goals, the National Conference of State 

Legislatures (NCSL) credited the President "with changing the 
direction of a federal aid system that was becoming increasingly rigid 
and fragmented."^ The NCSL went on to say that: 

The change is not dramatic, and indeed, it is substantially 
less than what the President initially proposed and what 
governors and state legislators have said would be necessary 
to soften the impact of the budget cuts that accompany his 
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block grants. Nevertheless, it represents some progress 
toward greater flexibility for state and local officials at a 
time when aid to state and local government is shrinking.^ 

NCSL estimated that overall aid to state and local governments 
would decline from $95 billion in fiscal 1981 to $88 billion in fiscal 

1982.6 

While the National Association of Counties (NACo), the National 
League of Cities (NLC) and the United States Conference of Mayors 
(USCM) generally endorsed the concept of grant consolidation, their 
feelings about budget cuts were mixed. 

The United States Conference of Mayors (USCM) was less than 

enthusiastic about the Reagan administration’s proposed cuts in the 
federal budget. The USCM stated in its report, ’’The Federal Budget 
and the Cities,” that the fiscal 1982 budget proposed by the Reagan 

Administration would be: 

... a disaster for the cities. Federal grants to state and 
local governments would be cut significantly, from $54.9 
billion in FY '81 to $47.2 billion in FY '82, a drop of over 14 
percent in outlays and nearly 25 percent after accounting for 
inflation. This will result in a serious reduction of services 
to the poor and to the working people across the country. 

The report goes on to say that: 

The administration's FY '82 budget cuts are grossly 
inequitable with respect to cities...and over 60 percent of 
the proposed cuts in budget authority would fall on the poor 
and the working poor.y 

The USMC supported the principle of consolidating categorical 
grant programs into block grants if it would curtail the number of 
federal mandates and if the block grants were designed to encourage 
participation by mayors in establishing priorities to meet their 
constituents' needs. The USMC also expressed its concern about the 
25 percent reductions in funding for the health and social service 

programs to be consolidated into block grants. 
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The National Association of Counties (NACo) generally supported 

proposals to reduce spending by approximately 10 percent below fiscal 

1981 levels, but not the magnitude of cuts that the President had 

proposed. NACo also supported exempting the Title XX Social 
o 

Services Block Grant from any reductions below the fiscal 1981 level. 

Local officials in large cities felt that state governments in the 

past had favored rural over urban areas in distributing grant monies 

and that over the past twenty years federal government had helped 
O 

correct this bias. Moreover, these officials questioned the ability of 

state government to administer the added responsibilities of the block 

grants effectively. For example, Mayor Charles Royer of Seattle 

charged that states are: "politically, institutionally, and financially 

ill-equipped to assume added responsibilities of the magnitude contem- 

plated in President Reagan's recovery program." State governments 

were also charged with neglecting local governments, but according to 

Dan Pilcher, "states actually provide more grant funds to localities 

than does the federal government."11 The states also argued that 

they were capable of administering federal block grants because they 

already administered many federal grant programs. 

Although states generally supported the President’s proposed 

block grants, they opposed the reduced federal grants for programs 

and services that accompanied them. Local government officials were 

more concerned about the equitable distribution of fewer funds among 

state and local governments. At all levels of government and among 

non-profit service providers as well, the primary concern was whether 

the states could implement block grants in such a way as to lessen the 

impact of federal budget reductions on programs and services. 



State Governments and Private Service Providers Respond 

States approached the challenge of implementing block grants in a 
number of ways. According to Jean Lawson and Carl Stenberg, most 
states instituted: 

A two-step process involving an extensive information 
gathering/dissemination effort and the use of collected data 
to set priorities. A special group, usually designated by 
the governor or by the affected agencies themselves, holds 
public hearings, makes formal recommendations to the chief 
executive on where adjustments might be made and on how 
programs could be administered most efficiently, and serves 
as a liaison between the governor, the legislature and local 
government representatives.^ 

Most states established special task forces or commissions, usually 
composed of the heads of the agencies most affected by program 
changes, the state's chief financial officer, legislative leaders and 
representatives of local governments and interest groups. Thirty 
states used lead groups, either alone or in conjunction with task 
forces, to coordinate the work on block grant implementation. At least 
seven states held hearings or workshops that dealt primarily with 
block grants and budget cuts. 

As the focus shifted from Washington to the states, state legisla¬ 
tures came under increasing pressure from local officials and interest 
groups. By the end of 1981, six states had called special legislative 
sessions, and others had dealt with block grant issues when their 

1 o 
legislatures reconvened after the summer months. 

State and Local Governments 

To assess the impact of the block grants enacted by Congress on 
the states, the Urban Institute conducted a survey of twenty-five 

■ 1 d states m 1982. The key questions addressed in the survey were: 
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(1) Did states compensate for reductions in federal funds 
with state funds to soften the impact of budget cuts in 
fiscal 1982 and fiscal 1983? 

(2) Did grant reductions end up as costs shifted to the 

state or local sector, or will they produce a reduction 
in total spending at all levels of government? 

1 s The Institute concluded: 

(1) While the overall rate of state funding replacement was 
low, the highest rates of replacement were in social 
services. 

(2) The amount of money used to offset federal funds was 

generally low. 

(3) Most of the states that used their own funds to replace 

federal support for social services, for example, also 
transferred other block grant funds into the social 
services block grant. 

(4) None of the states with severe fiscal problems committed 
themselves to new replacement funding in fiscal 1983. 

(5) States that previously had funded human services at a 

high level, generally did not replace lost federal funds. 
States in relatively good budget positions with 
historically low human service spending were more likely 
to replace federal funding in fiscal 1983. 

A study of fourteen states and fourteen localities, conducted by 
Richard Nathan and Fred Doolittle in 1983, concluded that major federal 
budget cuts occurred mostly in entitlement '‘people" programs and that 
such cuts have had the greatest impact on the working poor. The 
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researchers found that replacement of federal funds by state and local 
governments was ’'modest” in fiscal 1982; federal fund cuts generally 
were passed on to recipients of federally funded programs. Local 

governments were less likely than state governments to replace federal 
funds in 1982, but local replacement of federal funds was slightly 

higher in fiscal 1983.^ 

Non-Profit Service Providers 

Local public and private non-profit organizations traditionally 
have provided a variety of services in this country. These agencies 
meet important human needs through actual expenditures and donated 
time. The federal government historically has played a major role in 
financing them and stimulating their growth. 

After extensive research on private non-profit organizations 
Lester Salamon and Alan Abramson conluded that "in practice govern¬ 
ment has emerged in this country as a major — perhaps the major - 
funder of the sector underwriting its operations and extending its 
scope of operations." In their view, reduced federal domestic 

spending would threaten the stability of non-profit agencies and 
impede their delivery of human services. 

President Reagan, however, believed that the most efficient way 
to serve human needs and to increase the capabilities and support of 

non-profit organizations was to reduce the role of the federal govern¬ 
ment. The President proposed, therefore, to reduce federal domestic 
spending and to reduce taxes for individuals and corporations. 
Citizens were expected to increase their charitable donations as a 
result of tax cuts, thus alleviating any financial hardship agencies 
might experience as a result of reduced federal spending. 



-38- 

In defense of his budget cuts, President Reagan stated: "The 
truth is that we've let government take away many things we once 

18 considered were ours to do voluntarily." 

In 1982, Salamon and Abramson conducted a major study of the 
relationship between the federal budget and the non-profit sector. 
They examined the probable impact of the Reagan budget proposals 
and the funding cuts enacted by Congress on the charitable services 
provided by non-profit organizations. The types of organizations 
studied included social and legal services, civic, education and 
research, health care, arts, and culture. The researchers estimated 
that approximately 103,000 non-profit service organizations existed in 
1977 and spent nearly $73 billion. Based on projections from 1980 
census data they estimated that revenues in fiscal 1980 were approxi¬ 
mately $116 billion. They showed that the $150 billion spent in fiscal 
1980 by the federal government -- exclusive of Social Security -- on 
social welfare, education, health care, arts, and culture compared 
favorably with funds spent by non-profit organizations for similar 

19 functions. 

on 
Salamon and Abramson concluded that: 

(1) Non-profit organizations could lose approximately $33 
billion in federal funds between fiscal 1982 and 1985. 

(2) Social service and community development agencies 
would be affected most adversely. 

(3) Approximately $25.5 billion or 22 percent of the $116 

billion is raised by private charitable giving, 
foundations, corporations and individuals. 
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(4) Voluntary service organizations received approximately 
$40.4 billion or 35 percent from the federal government; 
and another 5 to 10 percent came from state and local 
governments. 

(5) In order to maintain 1980 service levels and to offset 
federal funds that non-profit organizations stand to 
lose, private charitable giving would need to be 
increased by about 30 to 40 percent. 

(6) In order to offset federal budget reductions between 
fiscal 1982 and 1985, charitable contributions by indi¬ 
viduals, corporations, and foundations would have to 
increase by about 90 to 100 percent. 

In summary, non-profit organizations depend heavily on the 
federal government, and the program and budget cuts enacted by 
Congress will affect the existing government-non-profit partnership 
adversely. As Salamon stated, ’’The real test of the recent budget 
cuts and New Federalism initiatives is what they mean at the local 
level."21 

To assess the local impact of the federal budget cuts, Salamon 
conducted another study in the fall of 1982. In that study he 
examined the effects of the budget cuts on the operations of 3,411 
private non-profit organizations in sixteen localities in the United 
States.22 He found that: 

(1) Non-profit organizations expected a greater reliance on 
earned income and an increase in private charitable 
giving. 

(2) About half the organizations cut services and increased 
fees. 
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(3) About half the organizations cut administrative staff 
while increasing staff workload. 

(4) More than half the organizations improved their 

management operations. 

(5) Organizations placed a greater reliance on voluntary 

support. 

In short, most of the organizations surveyed, modified service delivery 
and altered management operations to offset reductions in federal 
funds. 

Summary 

Although the major associations representing state and local 
governments supported the President's block grant proposals, these 
governments were unable to replace all lost federal funds with their 
own resources. Many states were in poor financial condition as a 
result of the national recession, which meant that reductions in federal 

grant-in-aid programs imposed a heavier burden on state and local 

governments than they might have in times of prosperity. Representa¬ 
tives of state and local government organizations also were skeptical of 
the block grant program because neither Congress nor the Reagan 

administration had addressed the issue of flexibility in administering 
it. The research did indicate, however, that most states compensated 
for part of the reduction in federal funds by allocating smaller amounts 
of state funds to soften the impact of budget cuts in fiscal 1982 and 
fiscal 1983. In addition, a majority of states used their own resources 
to offset cuts in federal support for social services, and most states 
elected to transfer funds from another block grant into the Social 
Services Block Grant. 
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Non-profit organizations are the traditional providers of public 
service and sometimes are referred to as community "safety nets." 
These local charitable organizations, which had prospered with the 
growth of categorical grants in the 1960's and 1970's, were also 
adversely affected. To survive in the new era of government 

retrenchment, they had to cut staff or services, improve their 
management and rely more heavily on voluntary support. 

The next chapter examines Montana's response to the New 
Federalism and its effect on the Department of Social and Rehabilitation 
Services (SRS) budget. This chapter will review the executive 
planning and budget process and the Legislature's reallocation of fewer 
federal resources for SRS. 
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CHAPTER 4 

MONTANA'S RESPONSE TO THE NEW FEDERALISM 

This chapter describes Montana's response to the federal budget 

reductions produced by the Omnibus Budget and Reconciliation Act of 

1981, and the effect of those reductions on Montana's Department of 

Social and Rehabilitation Services (SRS). Executive planning and 

budgeting for SRS, and the Governor's recommendations to the special 

session of the 1981 Legislature are reviewed. The Legislature's appro¬ 

priations for human resource programs in the 1983 biennium are also 

presented in this chapter, and the budget and program priorities 

established for SRS by the executive and legislative branches are 

discussed. 

This chapter provides the basis for analyzing the effect of these 

budget and program priorities on the providers of social service 

programs. 

Planning for Expected Funding Reductions: 
February 1981 - October 19BI 

In response to President Reagan's initial budget reduction pro¬ 

posals in February 1981, Governor Ted Schwinden and other state 

officials proceeded to assess the potential impact of reduced federal 

funds on the state of Montana. In mid-February the Department of 

Administration's Consulting Services Bureau was asked for an analysis 

of the potential impact of the President's early proposed federal budget 

cuts. In its report the Consulting Services Bureau concluded that: 

The loss of federal financial support to Montana would have 
a major impact on five critical areas: agriculture, 
transportation, human resources, energy development and 
environmental management, and education.^ 
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Agriculture programs would lose an estimated $179 million of federal 
support; transportation programs, an estimated $65 million; energy and 

environmental management programs, an estimated $39 million; and p 
education programs, an estimated $19 million. 

Human resource programs in Montana would lose an estimated $52 
million over the 1982-1983 biennium. The affected programs were: 

AFDC Welfare Programs 
Medicaid 
Child Nutrition 
CETA Public Service Jobs 
Health and Human Services 

It was estimated that federal reductions in health and human 
service programs alone would amount to approximately $14.5 million in 
fiscal years 1982 and 1983. The Reagan administration originally 
proposed to consolidate numerous existing categorical health and social 
service programs into one or more block grants to the states, but the 
’’Executive Summary’’ of the report did not indicate which grant 
programs were to be consolidated because the administration did not 
propose its budget to Congress until March 10, 1981. The report did 
list the categorical social service programs being provided to Montana 
that would be affected by the administration’s proposal. The exact 

impact on those programs could not be determined, but some programs 
would be eliminated altogether. 

In general, the findings were only preliminary because the Reagan 

administration was proposing further spending reductions, to be 
announced on March 10, 1981 in the President’s budget request to 
Congress. 

To inform the regular session of the 1981 Montana Legislature of 
proposed federal cutbacks, each department director provided law¬ 
makers with status reports of pending legislation affecting the state’s 
budget. On March 2, 1981, John LaFaver, Director of the Department 
of Social and Rehabilitation Services (SRS), prepared a memorandum 



-46- 

for then Representative Art Lund, Chairman of the House 
Appropriations Committee, about proposed federal cutbacks. LaFaver 
concluded that proposed federal fund reductions in programs having a 
combined state/federal participation would reduce SRS funding by more 
than $18 million. Mr. LaFaver stated that: 

It is our view that these proposals would serve to decrease 
basic social services now provided to Montanans while, at the 
same time, shift an onerous fiscal burden to the state 
taxpayer. 3 

The two most significant sources of budget reductions identified 
by SRS were cuts in Medicaid and consolidation of grant programs into 
a single block grant at reduced levels of spending. LaFaver estimated 
that the Reagan administration's proposal to cap Medicaid appropriations 
would deprive the state of approximately $10 million over the 1982-1983 
biennium. He concluded that as a result the state would need to 
provide more general-fund support, achieve greater administrative 
efficiency, and limit the number of recipients receiving services. 

LaFaver estimated that the administration's block grant proposal 
would result in the state receiving approximately $8 million less in 
federal fund support for social services over the next biennium -- 
$3,983,916 less in federal funds in fiscal 1982 and $4,045,848 less in 
fiscal 1983. His memorandum to Representative Art Lund included a 
list of programs SRS currently funds and the allocation that the House 

Appropriations Sub-committee had already proposed to support at that 
time. 

In conclusion, LaFaver stated that: 

The Schwinden administration supports efforts at the federal 
level to control spending. But we firmly oppose and we 
urge the Legislature to oppose shifting the burden of federal 
programs to the state and local level.4 
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LaFaver indicated to the House Appropriations Committee that SRS 
was reexamining its spending levels and preparing contingency plans 
for cutbacks in services in the future. He also recommended that the 
Legislature consider a contingency reserve fund in order to fund 
needed services that might be affected by legislation pending before 
Congress. 

The President submitted his budget request to Congress on 
March 10, 1981. In his request, the President proposed to consolidate 
over forty existing categorical health and social service programs into 
four block grants to the states. These block grants included Health 
Services, Preventive Health, Social Services, and Energy and 
Emergency Assistance. Under the President’s proposal, funds were to 
be allocated to the states in proportion to what states were already 
receiving for categorical grant programs. The total funding proposed 
for fiscal 1982 for the block grants was to be reduced by approximately 
25 percent below fiscal 1981 levels for the existing categoricals. 
LaFaver’s early projections were close to the actual amount of federal 
fund reductions for the state. Of the original four block grants 
proposed by the Reagan administration, only two — the Social Services 
and the Energy and Emergency Assistance Block Grants — would have 

been administered by SRS. 

Although the Schwinden administration had hoped to prepare 
contingency plans for the 1981 Legislature to deal with proposed 
federal budget cuts and block grants, they lacked sufficient informa¬ 
tion to accomplish their goal before the Legislature adjourned in April, 

1981. Between then and August, 1981, when Congress enacted the 
Omnibus Budget and Reconciliation Act, 1981, the Governor’s Office of 
Budget and Program Planning and each state department continually 
assessed the impact the Act would have on the state’s budget for the 
1982-1983 biennium. Each department director was responsible for 
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providing information about budget issues and for presenting 
alternatives for the Governor’s consideration in responding to federal 
budget reductions. 

During this period, in anticipation of federal fund reductions, the 
executive branch eliminated approximately three hundred full-time jobs. 
This action was taken to reduce administrative costs and thus soften 
the impact of further federal cuts in programs and services. 

After the Omnibus Budget and Reconciliation Act of 1981 was 
passed, it was apparent that budget reductions affecting Montana 
would amount to about $61.5 during the 1982-1983 biennium. 

Approximately one-half of that amount would come from programs 
administered by SRS. Shortly after passage of the Act Governor 
Schwinden expressed his intention of calling the 47th Montana 
Legislature into a special session beginning on November 16, 1981, to 
reconsider the effect of budget cuts and block grants on the state 
budget. 

A preliminary budget recommendation and options report was 
prepared for the public by September 18, 1981. Department directors 

subsequently held public meetings in communities around the state to 
present the options available for absorbing federal budget cuts and to 
gather public input about how the state should allocate block grant 
funds. Meetings were held from September 21 through September 25 
in Missoula, Wolf Point, Lewistown, Butte, Havre, Bozeman, Great 
Falls, Billings, Kalispell, and Glendive. 

By October 1, 1981 state agencies had submitted their revised 
budget requests to the Governor. On October 23rd, the Governor 

submitted his recommended budget to the Special Session of the 
Legislature. 
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Overall, the Governor was satisfied with the efforts his 
administration made to prepare for November’s special session. He 
stated that: 

With the groundwork the executive branch has put in place, 
in terms of public meetings, budget evaluations and agency 
preparation, we will enter the special session with more 
federal budget information than we had ever had prior to a 
regular session of the Legislature.g 

The Department of Social and 
Rehabilitation Services Budget: November, 1981 

Montana’s Department of Social and Rehabilitation Services (SRS) 
provides a variety of services to developmentally disabled and 
physically handicapped people, veterans and their dependents, senior 
citizens, youth and families. Services include medical assistance to 
low-income citizens, foster care services to youth, housing and training 
of developmentally disabled youth and adults, and so on. 

To fund these services, the 1981 Legislature appropriated 
$188,106,934 for SRS for fiscal 1982 and $203,068,061 for fiscal 1983, 
to administer and provide services to ’’encourage people to become 

self-sufficient and to assist those who cannot become self-sufficient.”^ 
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These funds are distributed to the Department through thirteen 
program functions, as follows:^ 

Assistance Payment Programs 
Social Services Program 
Eligibility Determination 
Administrative and Support Services 
Community Services (formerly in the Department 

of Community Affairs) 
Medical Assistance 
Audit and Program and Compliance 
Vocational Rehabilitation 
Disability Determination 
Visual Services Program 
Developmental Disabilities Program 
Developmental Disabilities Advisory Council 
Veterans Affairs Program 

The Department receives its funding from the state general fund 
and a variety of federal sources. Federal grants administered by the 

Department include:^ 

Title XX - Social Services of the Social Security Act 
Title XIX - Medicaid 
Title IVA - Aid to Families with Dependent Children (AFDC) 
Tilte IVB - Child Welfare Services 
Title XVI - Supplemental Security Income 
Developmental Disabilities Act 
Food Stamps 
Title III - Older Americans Act; and 
Rehabilitation Act 

John LaFaver, Director of SRS, estimated that the Omnibus 
Budget and Reconciliation Act of 1981 (P.L. 97-35) would reduce the 
Department’s budget by $31.8 million over the 1982-1983 biennium.10 

He also indicated that this Act gave his Department little new 
flexibility. According to the Great Falls Tribune, Mr. LaFaver stated 
that: 

While the federal budget cuts have been made with some 
abandon, there are a few examples where the Department has 
been provided additional flexibility in spending federal 
dollars.^ 
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Mr. LaFaver's August 31, 1981 memorandum to the Governor 
identified four main budget issues affecting the Department. The 
programs affected were: welfare eligibility (Aid to Families with 

Dependent Children, Medicaid, Food Stamps), Title XX allocation, 
Community Services (Human Resource Development funds), and 
Low-Income Energy Assistance.12 

As a result of changes in welfare eligibility enacted by Congress 
the Department estimated that the AFDC caseload could drop by 

approximately 2,000 clients. Changes in AFDC eligibility would also 
reduce the number of clients eligible for Medicaid benefits. Any 
savings in the Medicaid program due to fewer eligible clients would be 
offset by a reduction in the federal financial contribution, due to a 

decline in federal/state matching rates. Tightened eligibility require¬ 
ments in the Food Stamp program would mean that approximately six 
percent of the clients would lose benefits. 

The Omnibus Budget and Reconciliation Act of 1981 (P.L. 97-35) 
changed Title XX to the Social Services Block Grant (SSBG). 
Congress reduced funding provided to the states from $2.9 billion in 
fiscal 1981 to $2.4 billion in fiscal 1982 and $2.45 billion in fiscal 1983. 
SRS estimated that this reduction in SSBG (Title XX) would reduce the 
funds the state would receive by $7.4 million over the 1982-1983 
biennium. According to Mr. LaFaver, about half the money the state 

receives goes to counties to support services, while approximately 40 
percent is allocated directly to programs and services for the develop- 
mentally disabled. Thus the reduction in funds would amount to a 
reduction of social services provided by county welfare departments 
and local non-profit service providers to the developmentally disabled, 
children, and families. 

The Department estimated that Community Services Block Grant 
funds would be reduced by over $2 million over the biennium. These 
funds were allocated to the state for administrative support services to 
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Human Resource Development Councils. These Councils serve low- 
income and senior citizen groups through a variety of social service 
programs. The ten Councils in Montana historically received a majority 
of their funds from the federal government. 

P.L. 97-35 also affected the Low-Income Energy Assistance 
Program. Early estimates by the Department indicated that funds 
would be reduced by one-third. The Department was allowed to 
transfer up to 10 percent of federal funds received to offset cuts in 
Title XX or for use in the energy weatherization program. 

The Department's Preliminary Budget Request 

In his August 31, 1981 memorandum to the Governor, LaFaver 
outlined options the Department was considering to offset federal fund 
reductions. Final recommendations and budget actions by SRS were 
presented to the Governor on September 11, 1981. 

LaFaver proposed that the administration adopt "criteria for 
determining what to save." He stated that: 

The administration will not recommend state dollars for 
programs that are clearly federal; that is, they are entirely 
federally funded and have weak or non-specific legislative 
mandates. 

The administration will recommend additional or reallocated 
state dollars on a selective basis for programs that are 
essentially state; that is, they have strong legislative man¬ 
dates and fiscal commitments. For those programs in which 
the state has basically used federal dollars to meet what 
would otherwise have been state fiscal obligations, the 
administration will recommend basic services to be kept 
intact. ,|3 

In the same memorandum, LaFaver declared his commitment to 
reducing administrative overhead by reorganizing and consolidating 
bureau functions within the Department. This would free up resources 
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to fill gaps in the programs affected by federal spending reductions. 
He encouraged the Governor to adopt this policy of priority-setting in 
all state departments. 

Mr. LaFaver reiterated this philosophy in his final budget 

recommendations to the Governor on September 11, 1981. Mr. LaFaver 
proposed to reallocate funds: 

...within the department’s existing appropriation from 
programs that, while partially supported with federal funds, 
have strong state legislative mandates and fiscal commit¬ 
ments. In many of these areas we have previously used 
federal dollars to meet what would otherwise have been state 
fiscal commitments.^ 

Of the $31.8 million budget reduction estimated by SRS, $23.6 
million was "proposed to be offset by reducing administrative costs, 
tightening eligibility and spending unneeded reserves.” The 
remainder of that amount — $8.2 million would not be offset with state 
general funds. In addition, the Department proposed to provide $8.8 
million to offset the budget cuts that would affect counties the most. 
This proposal would have allowed the state to relieve the counties of 
some state mandated welfare services. 

Mr. LaFaver’s memorandum requested an additional $7.3 million 
from the state general fund for the biennium. He estimated that after 
all recommended changes, the Department would receive $18.1 million 

less for the biennium than the 47th Legislature had authorized. The 
16 major issues are described below. 

AFDC 

Federal changes in eligibility requirements were expected to 
produce a smaller caseload. SRS proposed to restrict eligibility 
further by eliminating benefits for unemployed parents and freezing 
AFDC payments at 50 percent of the poverty index for six months, 
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before raising them to the 55 percent authorized by the 1981 
Legislature. As a result of these changes, savings of $3,080,000 in 
federal funds, and $1,532,559 in the state general fund, would be 
realized for the biennium. 

Medicaid 

Congress reduced the federal fund matching rate for this 
program. This would require an increase of $4,395,962 from the state 
general fund, if services were to be maintained. The Department 
proposed to make up this loss by transferring general fund savings in 
the AFDC program and by reducing some program expenditures. Due 
to reductions in AFDC eligibility requirements, the Medicaid caseload 

was expected to decrease. The Department also proposed a $1,402,473 
one-time general fund appropriation to replace federal funds withheld 
from the state because of a sanction by the Department of Health and 
Human Services. 

Food Stamps 

Due to changes in federal regulations in the Food Stamp Program, 
the Department estimated that about 5,000 clients would receive fewer 
benefits; 1,500 of this number would be terminated. These changes 
would not affect state general fund appropriations. No state 

assumption was proposed to offset budget cuts for this program. 

Low Income Energy Assistance Program (LIEAP) 

Congress authorized funding for LIEAP in fiscal 1982 to remain at 
the same level as in fiscal 1981. State general funds are not required 
to match this federally funded program. Congress, however, allowed 
states the option of tranferring 10 percent of program funds to the 
Social Services Block Grant. 
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Community Services Block Grant 

The Department estimated that federal funding of the state’s ten 
Human Resource Development Councils would be reduced by $2,722,530. 
No state funds were requested to offset this reduction. The new 
block grant, which replaced categorical programs administered by the 
federal Community Services Administration, would be administered by 
the Department of Health and Human Services. Programs funded 
under this block grant are intended primarily for low-income people. 

Social Services Block Grant (Title XX) 

Congress appropriated funds for the Social Services Block Grant 
at approximately 80 percent of fiscal 1981 levels. Spending reductions 
for this grant in Montana amounted to $4,720,604 for fiscal 1982 and 
$2,667,304 for fiscal 1983. The large disparity between spending 
reductions in the two fiscal years was due to the difference between 
Montana’s fiscal year and the federal fiscal year. Instead of 

reimbursing the state for expenditures as they occur, the Department 
of Health and Human Services changed to reimbursing states on a 

quarterly basis. This change produced a one-time general fund 
reduction of $2,072,500. 

In his August 31 memorandum, Mr. LaFaver pointed out that 
programs funded by Title XX are ’’entirely state programs that we 
have used the block grant to help support. As such, we feel these 

17 programs are high priority to be kept intact.” 

In keeping with this statement, the Department recommended 
several program reduction measures and additional state general funds 

1 ft to offset budget cuts in Title XX. These changes included: 
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(1) Reorganizing the Economic Assistance and Community 

Services Divisions. General fund savings estimated at 
$145,400 in fiscal 1982 and $159,702 in fiscal 1983. 

(2) Decentralizing the merit system. Expected general fund 

savings were $17,716 in fiscal 1982 and $38,792 in fiscal 
1983. 

(3) Terminating contracts with Montana Legal Services. 

General fund savings were to be $50,000 in fiscal 1982 
and $100,000 in fiscal 1983. 

(4) Consolidating office functions of state and regional staff 
in the Department’s Developmental Disabilities Division. 

Estimated savings amounted to $113,000 in fiscal 1982 
and $149,400 in fiscal 1983. 

(5) Cutting the cost of administering developmentally 

disabled group home services. General fund savings 
amounted to $208,000 in fiscal 1982 and $417,000 in 
fiscal 1983. 

(6) Eliminating seven and one-half vacant administrative 

positions and other functions that would enhance these 
positions. State general fund savings were estimated at 

$75,168 in fiscal 1982 and $180,282 in fiscal 1983. 

The total estimated general fund savings from these changes in Title 
XX programs amounted to $4,111,323 in fiscal 1982 and $1,714,992 in 
fiscal 1983. 
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Assistance to Counties 

The Department proposed to allocate $8.8 million to assist counties 
adversely affected by federal spending reductions and changes in the 
eligibility requirements for the AFDC and Medicaid programs. The 
Department estimated that clients who would no longer qualify for 
benefits under these federal programs would shift to county general 
assistance programs. The Department also recommended that the state 
pay for all state mandated staff costs that counties previously provided 
and in addition pay state indirect costs for administration and foster 
care services. The purpose of this proposal was to: 

Reduce the county fiscal burden of what are basically state 
mandates.. .and to offset the increasing county welfare 
burden resulting in federal action.^ 

The $8.8 million the Department requested was to be transferred 
from a previous appropriation authorized by the 1981 Legislature. The 
Legislature appropriated $9 million for Medicaid bills incurred but not 
yet paid. The Department proposed to reduce that amount and to 
appropriate $8.8 million to counties to offset federal budget actions. 

The overall net effect of the SRS proposal was to make less 
money available for various programs. By tightening restrictions on 
eligibility, it would make fewer people eligible for assistance, while 
others would have benefits reduced. 

The Governor^ Budget Request 

Governor Schwinden submitted his budget request to members of 
the special session of the 47th Legislature on October 23, 1981. The 
Governor proposed to spend $16 million in a new general fund increase 
but because spending was to be reduced by $2.2 million the net 

general fund increase was only $13.8 million. The bulk of the 



-58- 

proposed state budget increase occurred in the area of Social 
• 20 Services. A summary of the Governor’s recommendation can be 

found in Appendix D. 

The Governor’s final budget recommendation to the Legislature for 
Montana's Department of Social and Rehabilitation Services was 

$168,515,348 for fiscal 1982 and $181,947,715 for fiscal 1983. This 
represented a $7.8 million increase in the general fund, or slightly 
more than the Department's request for a $7.3 million increase. A $5 
million contingency fund also was proposed in the event Congress 
enacted further spending reductions requested by the President. 

The difference between the Governor's request and the Depart¬ 
ment's request was the result of several factors, including a request 
by the Governor for an additional $755,000 to cover a pending court 
case, additional training for day care, and a higher average AFDC 

payment. Further refinement of the county assistance proposal reduced 
the state general fund commitment by $110,000, to $8.69 million. The 
Governor also rejected the Department's proposal to eliminate contracts 
with Montana Legal Services from the Social Services Block Grant. 
Other minor differences between the two budget requests were a result 
of further refinement of caseload projections. 

The Governor proposed the majority of state general funds to 
replace federal funding cuts in Medicaid and the Social Services Block 
Grant. Further federal spending reductions were offset as a result of 
savings due to administrative reorganization, tightening eligibility 
requirements by state and Congressional action, and spending accrued 
reserves in the Medicaid program. 
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The Legislature’s Appropriation 

In its regular session, the 1981 Montana Legislature did not act 

on the proposed federal spending reductions in its 1982-1983 budget, 
though it did acknowledge that further consideration by the 

Legislature would be required if budget cuts and block grants were 
enacted by Congress. The Appropriations Bill (HB 500), passed by 
the 47th Legislature provided that no federal block grants could be 
spent until the Legislature met in a special session to decide how to 
appropriate such funds. 

The Governor believed that a ♦call for a special session was 

imperative in order to fulfill the legislative intent of the Appropriations 
Bill (HB 500), but not all legislators agreed. 

Representative Bob Marks (R-Clancy), then House Majority 
Leader, agreed with the Governor’s timetable for calling a special 
session, but Senator Jean Turnage (R-Polson), then Senate President, 
did not. Senator Turnage stated that unless the Governor could 
’’produce facts and figures upon which to legislate,” he would not 
support a November special session. Despite these differences, the 

Governor called for a special session beginning on November 16, 1981. 
Republican House and Senate leaders convened the House Appropriation 
and Senate Finance and Claims Committees to begin budget hearings on 
November 2, 1981. 

The House Appropriations and Senate Finance and Claims 
Committees were divided into three joint subcommittees instead of the 
usual five. These subcommittees were to conduct their hearings and 
prepare recommendations for the full House Appropriation and Senate 
Finance and Claims Committees on allocating federal block grants and 
dealing with reductions in federal funds. The subcommittees reports 
were to be presented to the full committees after the entire Legislature 
convened in special session on November 16, 1981. 
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Reactions to the Governor's budget proposal by the Republican 
majority were not encouraging. The Governor's Budget Office 
requested approximately $16 million in new state spending authority. 
According to the November 3, 1981 Great Falls Tribune, Representative 
Harrison Fagg (R-Billings) said: 

That's a lot of money. And if I know the Republican Party, 
we're not going to give it to him. 

Senate Majority Leader Stan Stephens (R-Havre) responded by saying: 

We're going into this session not to supplant, necessarily, 
the federal funds. If the federal government has to pull in 
its belt, so does the state.22 

Comments by these two Republican leaders were characteristic of 
the general attitude of a majority of Republican lawmakers. 

Predictably, the Republican-controlled House and Senate rejected many 
of the Democratic administration's budget proposals. 

The November 19, 1981 Billings Gazette described the special 
session as a Republican legislative majority "steamrolling its way" and 
defeating Governor Schwinden's and Democratic legislators' proposals 
for coping with federal budget cutbacks. One unnamed lobbyist said, 
"You can hear it coming over the lobby speakers. The Republicans 
are knocking down their amendments as fast as the Democrats put them 

The final House-Senate agreement on the revised budget for fiscal 
1982-1983 provided that the state would allocate an additional $4.66 
million (HB 2) to state government programs that lost federal funds. 
Most of those funds supported social programs. An additional $4.1 
million grant-in-aid to county governments was appropriated as a 
result of HB 13. This bill provided that a county would receive a 
50-percent state matching grant-in-aid after it expended 8 mills of the 
county poor fund for general assistance. The administration had 
asked for approximately $16 million in new state spending authority, 
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but the Republican-controlled legislature voted against many attempts 
to use state funds to support programs that had experienced federal 
cutbacks. A table outlining state general fund changes authorized by 
the Legislature can be found in Appendix E. A brief description of 

04 

the Legislature’s actions follows. 

The SRS Budget 

The Legislature increased the Department of Social and 
Rehabilitation Services (SRS) general fund budget by $4,080,587 in 
fiscal 1982 and $823,289 in fiscal 1983, to offset federal fund 
reductions totalling more than $30 million. In addition the Legislature 
reduced the number of full-time employees of the Department by 
forty-four. 

AFDC 

As a result of federal and state changes, the AFDC program was 
reduced for a savings of $6,145,917, of which $1,752,000 was state 
general fund. The Legislature estimated 1,739 fewer cases as a result 
of the following changes: 1) change in the payment calculation; 2) 

elimination of stepparent cases; 3) elimination of pregnant women with 
no other children until the third trimester of pregnancy; 4) elimination 
of the unemployed parent program; 5) lower estimated caseload with no 

program changes; 6) reduced payment standard for six months; and 7) 
budget adjustments for a court case and additional funds for day care 
training. 

Medicaid 

The Legislature authorized a general fund appropriation increase 
of $2,044,186 to offset the reduction in federal funds for the Medicaid 

program. As a result of federal/state matching rate changes and a 
one-time federal penalty against the state, SRS would receive 
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$4,859,256 less in federal funds. Savings in state general funds 
amounted to $716,768, due to federal changes in the payment 
calculation and elimination of the stepparent program. In addition, the 
Legislature authorized changes requested by the Governor that further 
reduced general fund outlays for the Medicaid program by $2,098,302. 
These changes included: 1) a reduced caseload estimate; 2) elimination 
of the unemployed parent program; 3) elimination of the early periodic 
screening detection and treatment outreach services program; 4) 
coordinating Medicare and Medicaid payments; and 5) delaying provider 
rate increases for six months. 

The Legislature also authorized a $6.9 million cash appropriation 
for the Medicaid program, to replace a $9,135 million SRS accrual 
previously authorized by the 47th Legislature. 

Social Services Block Grant (Title XX) 

To offset most of the estimated $7.4 million reductions in the 
Social Services Block Grant (SSBG), the Legislature authorized 
additional state general funds, approved a transfer of $1,668,724 from 
the Low-Income Energy Assistance Block Grant to the Social Services 

Block Grant (SSBG), and approved savings through Department 
reorganization. The Legislature appropriated $2,072,500 in general 
funds for fiscal 1982, as a result of the timing difference between the 
federal and state fiscal year. 

Low-Income Energy Assistance Block Grant 

This block grant is totally supported with federal funds. No 
state general fund appropriation is required to match this program. 
The Legislature did, however, authorize a 10 percent transfer of funds 
to the SSBG. It was estimated that Montana would receive between 
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$10.34 million and $13.78 million in both fiscal 1982 and fiscal 1983. 
Due to pending legislation in Congress, the state’s share could not be 
determined for this program. 

Community Services Block Grant (CSBG) 

The Legislature authorized SRS to distribute Montana's share of 
the CSBG in fiscal year 1983 to counties rather than to the ten Human 
Resource Development Councils. Montana's portion of this grant was 
$1,083,262. These funds are used for programs that assist in 
alleviating causes of poverty. 

Department of Community Affairs 

The 1981 Legislature had dismantled the Department of Community 
Affairs and eliminated $1.66 million in authorized federal appropriations 
to the state. SRS assumed some of the responsibilities for 

administering low-income energy assistance and community service 
programs. 

Administrative Savings 

The Legislature authorized spending cuts that resulted from the 
administrative reorganization that occurred after the 1981 session. 
Total savings amounted to $1,557,829, of which $509,094 was general 
fund. The following programs were affected: administrative and 
support services, aging services, community services, economic 
assistance, medical assistance, training of eligibility technicians, and 
the merit system. SRS reorganization occurred as cost-saving 
measures initiated by the Department Director and not as a result of 
federal fund reductions. 
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Developmental Disabilities Division (DDD) 

A portion of funds used to support the DD Division are Title XX 
(now SSBG) funds. The balance comes from the state general fund. 

The Legislature approved the general fund savings of $587,400 
that resulted from consolidating state regional clinical trainers and 
community organization workers and reducing services to group home 
providers. State staff within the Division was reduced by eleven, at a 
cost savings of $262,400 for the biennium. 

The Department proposed also to reduce group-home provider 
contracts by $625,000. This proposal, which would reduce payments 
to those who provide services to the handicapped, was opposed by 

Representative Vernon Bertelson (R-Ovando) and Representative Budd 
Gould (R-Missoula). According to the November 10, 1981 Great Falls 
Tribune, Representative Bertelson stated that: "Montana can point 

with pride to its progress since the mid-1970's in moving from the 
dark ages of shutting away its retarded and handicapped people." 

Representative Budd Gould (R-Missoula) told the committee to 
"ensure that community-based programs be maintained. The progress 
of the past six years in removing the handicapped from institutions 

pc 
has been the state's greatest accomplishment." 

Responding to an intense lobbying effort by the state’s develop- 
mentally-disabled interests, the subcommittee recommended $300,000 
more aid to offset budget reductions and maintain services offered by 
group homes for the mentally handicapped. 
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Summary 

As Congress altered the President’s budget and block grant 
proposals, Montana's Legislature enacted its own priorities to reflect 
its own philosophy. Governor Ted Schwinden opposed shifting the 
burden of federal program budget reductions to state and local 
governments and proposed to offset a major portion of budget reduc¬ 
tions in SRS by reducing administrative costs and tightening 
eligibility, and to allocate state general funds for programs that 
historically have had strong state support. 

Although the Legislature was more conservative in its approach to 
offsetting federal fund reductions, there was more agreement than 
disagreement between the executive and legislative branches on 
proposed changes in the SSBG. Both the Governor and the 
Legislature supported programs that provided service to children and 
families, but slightly reduced support for services to the mentally 
handicapped. The Legislature authorized an increase in state general 
funds, approved a transfer of funds from the Low-Income Energy 
Assistance Block Grant, and approved savings through SRS 
reorganization to offset a major portion of the federal fund reductions 
in the SSBG. 

The following chapter examines the Reagan administration's 
proposed SSBG and what Congress finally authorized for this block 
grant. It then describes Montana's response to funding reductions for 
the SSBG and the effect of these reductions on selected non-profit 
organizations in Lewis and Clark County. 
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CHAPTER 5 

THE SOCIAL SERVICES BLOCK GRANT 

This chapter briefly describes the Reagan administration’s 

proposed Social Services Block Grant (SSBG) and the final version 

enacted by Congress. It then examines the effect of the SSBG on 

Title XX of the Social Security Act allocations administered by 

Montana’s Department of Social and Rehabilitation Services (SRS). 

Montana's response to the reduction of funds for this block grant is 

compared with that of other states. 

Finally, this chapter describes the impact of federal fund 

reductions for the SSBG on six non-profit service organizations in 

Lewis and Clark County in fiscal 1982 and 1983. This discussion 

provides an illustration of the priorities the Montana Legislature 

imposed on non-profit organizations receiving SSBG funds. Changes 

implemented by these organizations are described. 

The Administration's Proposal and Congressional Action 

The Social Services Block Grant (SSBG) was one of seven block 

grants proposed by the Reagan administration. The proposal was to 

consolidate the following thirteen categorical grant programs into one 

grant: 

Title XX Social Services 
Title XX Day Care 
Title XX State and Local Training 
Child Welfare Services 
Child Welfare Training 
Foster Care 
Adoption Assistance 
Child Abuse 
Runaway Youth 
Developmental Disabilities 
OHDS Salaries and Expenses 
Rehabilitation Services 
Community Services Administration 
(Except community economic development) 
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The administration proposed to allocate $3.8 billion for this grant, 
which was twenty-five percent less than the total 1981 funding for the 

constituent programs. 

The proposed SSBG could be used to support the same activities 
funded by categorical grants, but states were not limited to the 
specific programs presently funded, nor were states required to 
allocate funding by earmarking specific programs. 

Congress, however, omitted many of the programs from this block 
grant. The Senate chose to include only seven programs in its version 
of the block grant: social services, day care, state and local social 

services training, child welfare services, child welfare service training, 
foster care and adoption assistance. The Senate's version required 
states to maintain spending for child welfare, foster care, and adoption 

assistance at a minimum of seventy-five percent of the present level. 

The House Ways and Means Subcommittee on Public Assistance, 
led by John H. Rousselot (Republican - California), rejected the 
administration’s proposal to include foster care, child welfare and 
adoption assistance programs. The House version included social 
services, community services and several other smaller programs, and 
excluded child welfare, foster care, and adoption assistance. 

Finally on July 29, 1981, the conference committee deleted most of 
the programs that both the House and Senate had included in the 
block grant and 

...put an end to one of Reagan’s biggest block grant 
proposals - the expansion of the Social Services Block Grant. 
The House and Senate had already rejected his request to 
add the Community Services Administration, legal services, 
child welfare, foster care, and adoption assistance to the 
existing program. The conferees dropped the last major 
additions. 3 
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The final version of the SSBG continued the Title XX social 
services authorized by Title II of the Social Security Act of 1975. 
This existing grant provides funding to states for a variety of 
programs such as day care, family planning, counseling, and 
assistance to the mentally handicapped. The conference committee 
approved funding for social services at $2.4 billion in fiscal 1982 and 
at $2.45 billion in fiscal 1983. This represented a greater spending 
reduction than originally called for in either the Senate or the House 
versions, though states were no longer required to match their share 
of federal money with their own funds. 

A summary of the final version of the Social Services Block Grant, 
including its special provisions, can be found in Appendix F. 

Title XX Social Services and the Social Services Block Grant 

Title XX is an amendment of the Social Security Act that was 
passed by Congress in December, 1974 and signed into law by 
President Ford on January 4, 1975. This law authorized grants to 
states to assist them in providing a variety of social services to their 
citizens. In Montana it is administered by the Department of Social 
and Rehabilitation Services (SRS). 

The Title XX funds and programs now called the Social Services 
Block Grant (SSBG) are administered by the Community Services 
Division (CSD) and the Developmental Disabilities Division (DDD) 
within SRS. The DD Division provides services to the developmentally 
disabled in communities and in state institutions. CSD provides 
services to senior citizens, children, youth and families through county 
welfare departments and SRS district offices. CSD also contracts for 
services with private non-profit organizations such as Big Brothers 
and Sisters, Family Planning, Family Teaching Center and Legal 
Services.4 The specific services provided by CSD and DDD, 
respectively, are listed in Appendix G. 
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Expenditures for services provided under Title XX include state 
general fund, county and third-party provider funds, and non-Title 
XX federal funds. Total estimated expenditures for fiscal 1981, 1982, 
and 1983 are shown in Table 2. These estimates were adapted from 
"Montana: Human Social Services Plan for Title XX," dated June 3, 

1981.5 

Table 2 
Proposed Title XX Allocations: Fiscal 1981-1983 

Fiscal 1981 Fiscal 1982 Fiscal 1983 

Federal Title XX 
State General Fund 
County and Third Party 
Other Federal 

$10,173,000 
7,665,841 
1,917,571 
2,761,293 

$72,517,705 

$10,439,548 
9,549,095 
2,206,334 
2,639,038 

$24,824,015 

$10,439,548 
11,922,660 
2,396,389 
2,784,866 

$27,543,453 

It should be noted that the federal Title XX funds authorized by 
Congress were greater than the amount shown in the table. The 
regular session of the 1981 Montana Legislature allocated $10,927,104 
for fiscal 1982 and $10,946,304 for fiscal 1983. Table 3 shows how 
federal Title XX funds were allocated for fiscal 1982 and 1983.^ 
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Table 3 
Title XX Funds in SRS 

Fiscal 1982 Fiscal 1983 
Total 1983 

Bienniurn 

Social Services 

Title XX Social Services 
Title XX Training 

$ 5,162,047 
304,156 

$ 5,242,000 
308,962 

$10,404,047 
613,118 

Administrative Support 

Title XX Social Services 
Title XX Training 

736,538 
20,440 

715,437 
20,579 

1,451,975 
41,019 

Audit and Program Compliance 

Title XX Social Services 21,597 21,812 43,409 

Developmental Disabilities 

Title XX Social Services 
Title XX Training 

4,242,218 
162,960 

4,155,436 
177,215 

8,397,654 
340,175 

Reimbursement to Counties 277,148 304,863 582,011 

Total Title XX Funds Estimated 
$10,946,304 $21,873,408 by 1981 Legislature $10,927,104 

The special session of the 1981 Legislature estimated that the 
state would receive $14,496,500 in Title XX (SSBG) funds for the 1983 

biennium. This represented $7.4 million funding reduction, due to the 
Congressional action that produced the SSBG. The following table 
summarizes the reduced federal spending for Title XX programs.7 
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Table 4 
Federal Reductions in Title XX 

Fiscal 1982 Fiscal 1983 
Total 1983 

Biennium 

Total Title XX Funds $10,927,104 
Estimated by 1981 Legislature 

$10,946,304 $21,873,408 

Total Title XX Funds Estimated 
by 1981 Special Session 
Legislature 6,206,500 8,290,000 14,496,500 

Reduction Due to Social $ 4,720,640 $ 2,656,304 $ 7,376,908 

As noted in Chapter 4, the special session of the 1981 Legislature 

authorized several changes to offset most of the federal fund 
reductions in this block grant. These included authorizing $2,072,550 
in additional state general fund in fiscal 1982 and allowing the 

Department to transfer $1,668,724 from the Low-Income Energy 
Assistance Block Grant for the 1983 biennium. Additional administra¬ 
tive changes resulted in savings of $515,094 for the biennium. 

Reductions in Developmental Disabilities Division staff and budget cuts 
in group-home provider contracts for the developmentally disabled 

saved an additional $587,400 for the biennium. 

Total funding for social services, including federal Title XX, 
state general fund, county and third-party, and other federal funds, 
was $20,969,809 in fiscal 1981 and $22,735,277 in fiscal 1982. As Table 
5 indicates, total funding increased by $1,765,468 or 8.4 percent, even 

though federal SSBG (formerly Title XX) funds declined by $3,384,798 
(32.4 percent) from fiscal 1981 to fiscal 1982. State, county, 
third-party, and other federal funds for social services under this 
block grant increased by $5,150,266 (49 percent) to make up for the 
lost Title XX funds. 
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Table 5 
Title XX (SSBG) Expenditures 

Fiscal 1981 8 Fiscal 1982 9 

Federal Title XX (SSBG) $10,439,548 
State, County, Third-Party, 

and Other Federal Funds 10,530,261 

$ 7,054,750 

15,680,527 
522,735,277 

Actual expenditures under the Social Services Block Grant for 
fiscal 1982 and 1983 were as follows: 

Table 6 in 
Title XX (SSBG) hxpendituresiU 

Fiscal 1982 

Federal Title XX (SSBG) $ 7,054,750 
State, County, Third-Party, 

and Other Federal Funds 15,680,527 
572; 735', 27/ 

Fiscal 1983 

$ 9,058,364 

17,318,116 
526,376,480 

Table 6 indicates that federal support for the Social Services Block 
Grant increased by $2 million, or 28.4 percent, from fiscal 1982 to 
fiscal 1983, while contributions from- other sources increased by $1.6 

million, or 10.4 percent. 

Between fiscal 1981 and 1983, SSBG funds (formerly Title XX) 
declined by $1,381,184 or 13 percent, while state, county, third- 
party, and other federal funds for social services under the block 
grant increased by $6,787,855 (64 percent) to make up for reduced 
SSBG (Title XX) funds. Total social service expenditures increased 
$5,406,671 (26 percent) over this three-year period. 

Montana and Other States 

The Government Accounting Office (GAO) recently published a 
study (August 1984) of the way thirteen states coped with funding 

reductions in the Social Services Block Grant. The thirteen states 
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studied were California, Colorado, Florida, Iowa, Kentucky, 

Massachusettes, Michigan, Mississippi, New York, Pennsylvania, Texas, 
Vermont and Washington. These states collectively receive about 48 

11 percent of the SSBG appropriations. 

The GAO reported that between fiscal 1981 and 1982, all thirteen 
states experienced reductions in federal social service allocations, 
ranging from 10 percent to 22 percent. Between fiscal 1982 and 1983 
all states reported receiving a 2.1 percent increase in SSBG funds. 
Despite this increase, however, all thirteen states experienced 

decreases in funding for this block grant over the three-year period, 
12 ranging from 8.3 percent to 20 percent. 

Although all thirteen states reported a decline in federal funds 
during 1981-1983, eleven states increased total SSBG expenditures from 
one to 24 percent during this period. Increases in funding were 
attributed to increased state support, transfers from the Low-Income 
Energy Assistance Block Grant, and shifting some social service costs 
to other federally supported programs. Adjusting for inflation (13.5 

percent between 1981 and 1983), however, indicates that only one state 
13 experienced a real increase in total social service expenditures. 

Montana's experience was similar to that of the states studied by 
the GAO. Montana reported a 13 percent decrease in SSBG funding 
over the three-year period, while total social service expenditures 
increased by 26 percent. Adjusting for inflation (13.5 percent, as in 
the GAO study) indicates that Montana did experience a real increase 
in total SSBG expenditures. 

Similarly, as the states reported in the GAO study, Montana 
increased its state support for the SSBG while transferring a portion 
of funds it received from the Low-Income Energy Assistance Block 

Grant. 
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Another study, conducted by Richard Nathan and Fred Doolittle, 
concluded that "although the cuts in this program (SSBG) were the 
largest in absolute amounts among the block grants, the changes were 

less pronounced than in the other block grants." The researchers 
studied the effects of all block grants and entitlement program funding 
cuts on fourteen states. States studied by Nathan and Doolittle but 
not included in the GAO report were Arizona, Illinois, Missouri, New 
Jersey, Ohio, Oklahoma, and South Dakota. 

They reported that half of the fourteen states partially replaced 
federal fund reductions in the SSBG with state funds. In addition, 
most states reported that they shifted Low-Income Energy Assistance 
Block Grant funds to the SSBG. Again, Montana’s experience in 
replacing federal fund reductions in this block grant was similar to the 
experience reported by the GAO and researchers Nathan and Doolittle. 

Private Non-Profit Service Providers in Lewis and Clark County 

This section assesses the impact of federal budget cuts on the 
private non-profit organizations in Lewis and Clark County that 

contracted with SRS to provide services in fiscal 1982 and 1983. The 
following organizations received SSBG funds from SRS during the 1983 
biennium: Big Brothers and Sisters of Helena, Inc.; The Family 
Teaching Center; Tri-County Family Planning; Helena Industries, Inc.; 
Tri-County Developmental Disabilities, Inc.; West-Mont Habilitation 
Services, Inc.; Progress, Inc.; and Montana Legal Services 
Association. Six of these organizations provided information showing 
that reduced federal SSBG funding had forced them to modify 
somewhat their methods of operation. 
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To assess these changes, the Urban Institute's Non-Profit 

Organization Survey questionnaire was used, with the permission of 
the Institute. Survey questions were modified to elicit information 

needed for fiscal 1981 through 1983. A sample copy of the modified 
questionnaire can be found in Appendix H. 

Of the eight organizations that contracted with SRS, two did not 
respond. Progress, Inc., a residential group-home provider for 

developmentally disabled persons, ceased operation in fiscal 1985 and 
consolidated with West-Mont Habilitation Services, as an administrative 
cost saving measure instituted by SRS. Efforts to contact the former 

administrator of Progress, Inc. were not successful. Montana Legal 
Services Association also did not respond to the survey, for unknown 
reasons. Thus, the following report is based on the responses of six 

organizations. 

The organizations surveyed 
services, listed below. 

Organization 

Big Brothers and Sisters 

Tri-County Family Planning 

West-Mont Habilitation Services 

Tri-County Developmental 
Disabilities 

Helena Industries 

Family Teaching Center 

provided an array of primary 

Type of Service 

Social Services; Child Welfare 
and Delinquency Prevention 

Health; Family Planning; 
Maternal and Child Health 

Institutional/Residential Group 
Home; Sheltered Workshop; 
Employment Training; 
Income Security 

Institutional/Residential Group 
Home; Social Services; 
Senior Center 

Employment; Training; 
Income Security; Sheltered 
Workshop 

Social Services; Individual and 
Family Counseling; Training 
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All of the agencies surveyed indicate that they provide several 
different services within a broad functional description, such as Social 
Services or Institutional/Residential Group Home. For example, "social 
services” may include individual and family counseling for the agency's 
clients. Three of the organizations have more than one office in the 
local area and provide services statewide or in a tri-county region. 
The others have only one office in the local area. 

Four of the organizations responding to the survey were formed 
after 1970; only two were formed during the 1960's. This expansion of 

non-profit organizations reflects the rapid growth of federal 
grants-in-aid to states. 

The six non-profit organizations surveyed received funds from 
several sources. In addition to SSBG funds through contracts with 
SRS, all six received other government funds from state, federal, and 
local sources. As Table 7 shows, government was the largest source 
of revenue for these organizations, taken collectively. Government 

provided two-thirds to three-quarters of their income for fiscal 1981 
through fiscal 1983. Only West-Mont Habilitation Services received all 
of its income from government sources. 

The second largest source of income for these non-profit organi¬ 
zations was dues and fees for service in fiscal 1981 and 1982, and 
other income (rental and investment income and commercial sales) in 
fiscal 1983. Helena Industries and Tri-County Developmental 

Disabilities were the only ones to receive income from investments and 
rent. Fees for service were most important for the Tri-County Family 
Planning Program; only two other organizations reported any income 
from dues or fees. Commercial sales by Helena Industries accounted 
for a significant portion of its total budget. 
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Other sources accounted for only about 3 percent of the revenue 
for these organizations. These sources included individual donations 
and the United Way. None of the organizations reported any income 
from corporate or foundation grants. 

Table 7 
Distribution ot Revenue by Source 

Government 

Dues and Fees 
* 

Other Income 

Individual Donations 

United Way 

(Total Revenue) 

1 
TUU% 

12 

16 

1 

1 
100% 

Fiscal 1981 Fiscal 1982 Fiscal 1983 

67% 

14 

16 

2 

13 

9 

2 

1 
100% 

($1,523,665) ($2,062,930) ($2,267,473) 

Rental Income, Investment Income and Commercial Sales. 

Government's share of the collective income of these organizations 
increased slightly over the three-year period, while income from dues 
and fees, individual donations and the United Way stayed about the 
same between fiscal 1981 and fiscal 1983. Other income declined in 
fiscal 1983, due to fewer commercial sales by Helena Industries. 

Only two organizations, Big Brothers and Sisters and Tri-County 
Developmental Disabilities, reported an increase in total government 
funding, while Helena Industries, Family Teaching Center and Tri- 
County Family Planning indicated a decline in funds from this source 
between fiscal 1981 and 1982. West-Mont Habilitation, Inc. did not 
provide services in fiscal 1981. 
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Between fiscal 1982 and 1983, three organizations reported 
increased funding from government sources. These included Tri- 
County Developmental Disabilities, West-Mont Habilitation, Inc. and 
Helena Industries. Big Brothers and Sisters, Tri-County Family 
Planning and Family Teaching Center all reported a decline in govern¬ 
ment funding. Only two organizations — Tri-County Family Planning 
and Family Teaching Center — reported declines in the two consecutive 
fiscal years. 

The decline in government funds reported by Big Brothers and 
Sisters and Family Teaching Center was a result of funding reductions 
in county revenue sharing, while Family Planning reported a decline in 
state funds other than SSBG. 

Five organizations reported small increases (less than 10 percent) 
in the amount they received in SSBG funds. West-Mont reported a 
larger increase in SSBG funding, due in part to the consolidation of 
Progress, Inc. with its program. Tri-County Family Planning received 
no SSBG funds in fiscal 1984, but its revenue from the Maternal Child 
and Preventive Health Block Grants increased significantly. 

SSBG funding for the Family Teaching Center will decrease by 50 
percent percent in fiscal 1985. The Legislature intended not to fund 
this program after fiscal 1986. Director Bailey Molineaux indicated 
that without state support, the program probably would not operate 
after fiscal 1985. 

To cope with new budgetary constraints in an era of government 

retrenchment, some non-profit organizations had to make adjustments 
in service delivery, staff assignments, and management during the 
1982-1983 biennium. Three organizations increased or instituted fees 
for services, and one — Helena Industries — reduced the number of 

clients in both fiscal years and eliminated a specific program. Three 
organizations reported no change in service delivery. 
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Changes in staff assignments were more common. Three organi¬ 
zations reduced service-delivery staff, thus increasing staff workloads 
or caseloads. Family Planning reported that it had reduced staff in 
both fiscal years, and Big Brothers and Sisters reported reducing 
service-delivery staff in fiscal 1983. Helena Industries reported 
reducing service-delivery and administrative staff in fiscal 1982. In 
fiscal 1983 Helena Industries reduced staff training and benefits and 
did not fill staff vacancies. Family Teaching Center reported 
increased caseloads in both fiscal years, due to increasing public 
awareness of child abuse. 

In fiscal 1982 one organization — Helena Industries -- changed its 
management to increase the program’s efficiency. The new program 
was carried over in fiscal 1983. In fiscal 1983, West-Mont Rehabilitation 
Services also instituted a new management program to increase its 
efficiency. Also in fiscal 1983, Big Brothers and Sisters began to 
share facilities with other agencies, and Tri-County Developmental 
Disabilities reported reorganizing its executive administrative staff. 
Family Teaching Center and Tri-County Family Planning did not 
institute management changes in either fiscal year 1982 or 1983. 

Only three of the organizations reported using volunteers, though 
not in professional (staff) capacities. All six organizations expressed 
reservations about the extensive replacement of paid professionals with 
volunteers. 

It is interesting to note that five of the six organizations agreed 
that non-profit organizations have become far too dependent on 
government funding. The same organizations reported, however, that 
private charity and volunteer effort have not increased as a result of 
recent federal budget cuts. 
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Summary 

In response to President Reagan’s proposal to consolidate thirteen 
social service categorical grants into one Social Services Block Grant 
(SSBG), Congress demonstrated its own priorities by excluding most of 
them, thus continuing the Title XX social services authorized by 
amendments to the Social Security Act of 1975. The final version 
approved by Congress authorized appropriations for fiscal 1982 and 
1983 at approximately 80 percent of the fiscal 1981 level. The Montana 
Legislature, in turn, offset most of the federal funding reductions 
associated with the SSBG, by increasing state general fund support, 
shifting funds from the Low-Income Energy Assistance Block Grant into 
the SSBG, and reducing the level of support for group home services 
for the developmentally disabled. 

The effect in Lewis and Clark County was that SSBG funds for 
family planning were terminated in fiscal 1984, but funding from other 
block grants increased significantly. Group home services for the 
developmentally disabled were consolidated, and one youth counseling 
program will be terminated in fiscal 1986. The net effect on the 

organizations surveyed was that staff reductions, management reforms, 
or both were necessary. 

All organizations surveyed reported that they had altered their 
methods of operating either by changing service delivery or by 
decreasing staff while instituting management programs to increase the 
agency’s efficiency. Changes in all government funding, taken 
collectively, were primarily responsible for these modifications, not 
merely changes in the SSBG alone. 

While most of the directors surveyed expressed concern about the 
possibility of government support would be diminished, none of them 
indicated that foundation or corporate giving is a current revenue 
source. In some cases, these organizations may have sought this kind 
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of support unsuccessfully, which implies that non-profit service 
providers must become more aggressive in seeking corporate and 
foundation support. If non-profit, charitable organizations are to 
survive and maintain their services without increased government 
support, new and innovative fund-raising projects will be needed, and 
the responsibilities of local board members will have to be expanded to 
include financial development. 
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CHAPTER 6 

SUMMARY AND CONCLUSIONS 

President Ronald Reagan’s 1981 block grant proposals were the 
focus of his "New Federalism” program. Block grants were intended to 

accomplish two things. First, giving broad discretion to the states in 
the use of federal money was expected to reduce the high administra¬ 
tive costs, inflexibility, and confusion caused by the former system of 
multiple categorical grants. Secondly, by virtue of this discretion, 
the nature of domestic programs would reflect state rather than federal 
priorities. By combining his block grant proposals with budget 
reductions, President Reagan also expected to shift a good part of the 
financial burden of social services from the federal budget. 

The Reagan administration proposed to consolidate eighty-five 
categorical grants into seven block grants and to eliminate many other 
grant programs. The effect would have been to reduce federal 

expenditures for domestic programs and to augment the states’ role in 
managing and establishing their own priorities. 

Reactions to the administration's proposals were mixed. Many of 
the major public interest groups representing state and local 
governments -- the National Governors' Association, the National 
Conference of State Legislators, the National Conference of Mayors, 
the National Association of Counties -- supported the grant consolida¬ 
tion proposal and the increased flexibility in administering and 

regulating the grant programs that accompanied it. At the same time, 
however, these organizations feared that reduced federal spending 
would force state and local governments either to curtail services or to 
raise taxes to offset the loss of federal support. In addition, members 
of Congress, including some from the President's own party, strongly 

favored categorical grant restrictions on certain programs that they 
did not trust the states to administer in accord with national policies 
and priorities. 
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As a compromise, then, Congress created nine block grants 
rather than seven, consolidating fifty-seven categorical grants rather 
than eighty-five. The result was the Omnibus Budget and 

Reconciliation Act of 1981. The Act did reduce federal funding for 
entitlement programs and grants-in-aid to states. As expected, its 
most dramatic effect was on the management and delivery of social 

services at the state and local levels. State governments were forced 
to reexamine their own domestic policy priorities, and local service 
providers were faced with the problem of generating new revenues or 
finding ways of operating more efficiently if they were to avoid 
reductions in services. 

State and local governments partially replaced the lost federal 
funds for social service programs, and the nation’s welfare programs 
were not decimated, though low-income individuals and families were 
adversely affected by budget cuts in entitlement programs. Many 
states faced pressure to reduce public spending and increase taxes. 
This pressure was a result of the deepened recession and cuts in 
federal spending. This produced larger budget deficits which 

increased the mangitude of cuts in domestic programs. Energy-rich 
states like Montana, however, apparently managed their resources well 

enough to avoid the fiscal strain that industrialized states had 
experienced. Entitlement program recipients were deprived of some 
benefits in Montana too, but the state was able to replace a majority of 
lost federal funds in the Social Services Block Grant (SSBG), thus 
alleviating the hardships recipients experienced in other states. 

Today state governments are signficantly more powerful than they 
were in the era of categorical grants. Block grants have enhanced the 
role of states in developing national policies as well as in establishing 
local priorities. The block grant system gives governors and 

legislatures administrative flexibility and greater latitude in 
determining program priorities. The Advisory Commission on 
Intergovernmental Relations (ACIR) concluded ’’that most service 
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programs under categorical grants have been maintained with block 
grant funds and... on the whole, are being managed vigorously and 

conscientiously."2 Further studies by the ACIR indicated that: 

Despite some program consolidation and innovations by a few 
states, the studies found little evidence of dollar savings in 
the transition of block grants. Savings that were identified 
tended to occur at the state administrative level, where 
pre-block grant programs involved the use of state funds 
that were later merged with federal funds.3 

Montana, like other states, has responsibly exercised its new 
autonomy and has established program priorities at or near pre-block 
grant levels for many of the social service programs funded by the 
SSBG. 

This paper has reviewed the history of the Omnibus Budget and 

Reconciliation Act and has assessed its effects on Montana's Department 
of Social and Rehabilitation Services (SRS) and certain non-profit 

social service agencies in Lewis and Clark County. The focus has 
been on the new Social Services Block Grant (SSBG) covering such 
services as family planning, counseling, and assistance to the mentally 
handicapped. 

This case study illustrates the policy and managerial consequences 
of one of the most dramatic federal intergovernmental relations initia¬ 

tives since the 1960's. It also provides insights into actual state 

government social service policy priorities in the 1980's. To some 
extent it answers the question of whether the states will provide 
needed services on their own. Finally, the research suggests certain 
strategies that non-profit service providers may be forced to implement 
if they are to maintain an adequate level of service. 

The Social Services Block Grant (SSBG), one of nine block grants 
authorized by this Act, is a major funding source for many of 
Montana's social service programs. Consequently, changes in federal 
funding allocations were important concerns when budget and program 
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priorities for fiscal 1982 and 1983 were established by Montana’s 
executive and legislative branches of government. High priority was 
given to using state general funds to offset a portion of the reduced 
federal appropriations in the SSBG, while county and other support 
for services provided in this block grant was increased to compensate 
for all federal budget reductions. 

Six Lewis and Clark County social service organizations that 
receive SSBG funds were surveyed in 1984. Reductions in federal 
funding for SSBG programs, and changes in state priorities, did affect 
these non-profit organizations, but at least in the short run (fiscal 
1982 and 1983), non-profit program services in Lewis and Clark County 
were not impaired. 

At the level of the Montana Legislature, most services under this 
grant were maintained. Priorities in some programs and services, 
however, changed as a result of the block grants and the Legislature’s 
actions. For example, Tri-County Family Planning SSBG funds 
increased slightly from fiscal 1982 to fiscal 1983, but the program 
received no funds from this source in fiscal 1984. Funds were shifted 
from the Maternal Child Health and Preventive Health Block Grants to 
offset part of the lost SSBG funding, while funding from other federal 
categorical grant programs declined. 

In addition, the Montana Legislature clearly shifted its priorities 
when it decided to reduce SSBG funding for the Family Teaching 
Center. SSBG funds for the program were cut by nearly half for 
fiscal 1985. Continued funding by the Legislature is not expected 

beyond this fiscal year. 

All six of the non-profit organizations surveyed instituted changes 
in their method of operations during fiscal 1982 and 1983. Some 



-90- 

organizations reported making adjustments in their service delivery 
either, by increasing staff workload or by making their management 
more efficient. 

The Department of Social and Rehabilitation Services also initiated 
cost saving administrative changes in programs for the developmentally 
disabled. For example, Progress Inc., a non-profit organization 
serving the developmentally disabled, was combined with West-Mont 

Habilitation, Inc. in fiscal 1985. As a result, West-Mont received a 
significant increase in government funding. 

Montana's response to the President's block grant proposals and 
the Omnibus Budget and Reconcilation Act of 1981 was similar to that 
of other states. States generally were inclined to use their own funds 
to offset a portion of reduced federal appropriations in the SSBG. In 
Montana and in many other states, the growing federal budget deficit 
will continue to generate pressure on state and local governments and 

non-profit organizations to examine the needs and priorities of their 
citizens and constituents, to improve administrative procedures while 
maintaining services, and to examine alternative ways to meet important 
human needs. 
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CHAPTER 6: FOOTNOTES 

Bill McCarthy, "Block Grants and the ’New Federalism': After 
Three Years, the Impact on State and Local Government," Nation's 
Cities Weekly 7 (November 1984), p. 15. 
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APPENDIX A 

President Reagan's Block Grant Proposals: Fiscal 1982 

Number of Categorical Grants Consolidated by Block Grants: 
Proposed by Administration 

Number of 
Block Categoricals 

1. Local Education 10 
2. State Education 33 
3. Health Services and Mental Health 17 
4. Preventive Health 10 
5. Social Services 12 
6. Emergency Hardship Assistance 2 
7. Community Development 1 

TOTALS E5 

These figures may not be completely comparable, although both 
are derived from OMB listings. 

Source: ACIR staff computations based on U.S. Office of Management 
and Budget. Fiscal Analysis Branch. Budget Review 
Division. MGrants-in-Aid in the Revised 1982 Budget1’ 
April, 1981; and U.S. Office of Management and Budget, 
Intergovernmental Affairs Division, "Catalog of Federal 
Domestic Assistance Programs Covered by the Block Grants 
in the 1982 Omnibus Reconciliation Act," November 12, 
1981. 
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APPENDIX B 

President ReagarPs Block Grant Proposals: Fiscal 1983 

The President's fiscal 1983 Block Grant proposals consisted of 
"expanding three existing block grants in the area of social services." 
These proposed block grants were previously included in the 
President's 1982 budget and include the following: 

Primary Care: expand the existing primary care block grant 
to include black lung and migrant health clinics and family 
planning grants. No funding cuts were proposed from 1982 
levels for individual programs. 

Services for Women, Infants and Children: expand the 
maternal and child health block grant to include the women, 
infants and children nutrition program (WIC), with budget 
authority reduced $300 million below 1982 levels for these two 
programs. 

Energy and Emergency Assistance: combine the existing low 
income energy assistance block grant with the emergency 
assistance program, reducing budget authority $400 million 
for these programs. 

The primary sources of information for this and other block 
grant proposals are U.S. Office of Management and Budget, 
Special Analysis H, Federal Aid to State and Local Govern¬ 
ments, Washington, D.C. U.S. Government Printing Office, 
1982, pp. 6-8; and U.S. Office of Management and Budget, 
Budget of the United States Government, 1983, Washington, 
D.C. U.S. Government Printing Of ice, 1982, part 5. 

The seven new block grants proposed included the following: 

Vocational and adult education: consolidate eight existing 
programs into one block grant to the states, including basic 
grants and grants for program improvement and support 
services, programs of national significance, special programs 
for the disadvantaged, consumer and homemaker education, 
state advisory councils, state planning,and adult education. 
Funding would be reduced $134 million from 1982 levels. 

Education for the handicapped: consolidate 13 grants for 
handicapped education authorized by the Education for All 
Handicapped Children Act and chapter one of the Education 
Consolidation and Improvement Act of 1981, with funding 
reduced $54 million below 1982 levels. 
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Rehabilitation Services: consolidate project grants and basic 
state grants into a single block grant for rehabilitation 
services, with budget authority reduced $211 million below 
1982 levels. 

Child Welfare Block Grant: consolidate current programs for 
foster care, child welfare services, adoption assistance, and 
child welfare training into one grant with a $185 million cut 
in funding. 

Combined Welfare Administration: combine grants for state 
administration of Medicaid, STDC and food stamps, with 
funding reduced by $100 million. 

Rental Rehabilitation: consolidate rehabilitation loans and 
the Section 8 moderate income housing rehabilitation 
program, with increased budget authority totalling $101 
million. 

Employment and Training: consolidate four CETA programs 
(Youth Community Conservation Projects, Summer Youth 
Employment, formula block grants, ana discretionary grants) 
into a new block grant to the states, reducing funding from 
$2.2 billion in FY 1982 to $1.8 billion in FY 1983. 



APPENDIX C 

Major Provisions of the Omnibus Budget and Reconciliation Act 

Consolidated nineteen existing categorical health programs into 
four health block grants: preventive health and health services; 
alcohol, drug abuse and mental health services; primary care; maternal 
and child health. 

Consolidated thirty-three small education programs into a block 
grant. 

Established a community services block grant; replacing programs 
administered by the Community Services Administration . 

Provided that no state could receive block grant funds until it 
had prepared and made public a report on its planned use of the 
funds, allowed for comments on the report from interested parties and 
conducted a public hearing on it. 

Required each state to prepare an annual report on its proposed 
use of block grant funds, including a statement of goals and objec¬ 
tives; information on the types of activities to be supported, geo¬ 
graphic areas to be served and categories of individuals to be served; 
and the criteria and methods to be used for distributing the funds. 
Beginning in fiscal 1983, the report would describe how the previous 
year’s goals had been met. 

Required each state to certify, in fiscal 1982, that it was in 
compliance with the public notice rules and that it was ready to use all 
or part of the block grant funds. The state would begin to administer 
the programs in the next quarter of the fiscal year. 
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APPENDIX D 

Summary of Governor^ Recommendations 

General Fund Additions Biennium 

Superintendent of Public Instruction $2,613,500 
Crime Control 11,576 
Justice 1,588 
Health 178,000 
Agriculture 172,907 
Social and Rehabilitation Services (SRS) 7,765,278 
Reserve for further SRS cuts 5,000,000 

1981 Special Session Costs 250,000 

Total New General Fund Appropriations $15,992,849 

Add SRS Accrual Reserve 9,135,000 

Gross General Fund Increase 

Subtract General Fund Reductions: 
Governor’s Office 
Attorney General 
SRS Match 
Institutions Match 
Swan River Match 

Total Reductions 

General Fund Increase 

90,000 
338,642 

1,707,797 
73,803 
1,208 

Less Already Appropriated SRS Accrual 

Net General Fund Increase 

$25,127,849 

2,211,450 

$22,916,399 

9,135,000 

$13,781,399 
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APPENDIX E 

Department of Social and Rehabilitation Services 

Fiscal 1982 Fiscal 1983 
General Other General Dther 

Appropriation Fund Funds Fund Funds 

House Bill 500 $50,062,637 $24,612,726 $55,013,481 $25,479,633 
House Bill 2 54,143,224 23,300,181 55,836,770 25,790,000 

Change ■07080,587 "$"(1,312,545) '$' 823,289 $ 310,367 

CHANGES 

1. AFDC $ (837,469) $ -0- $ (914,531) $ -0- 
2. Medicaid 1,486,996 -0- 557,190 -0- 

a. Medicaid 
Language -0- -0- -0- -0- 

3. Social Services 4,720,604 (898,670) 2,656,304 (149,400) 
4. Low Income 

Energy Assis- 
tance Program (834,362) 834,362 (834,362) 834,362 

5. Community Services 
Block Grant 1,083,262 

6. Dept, of Com. 
Affairs -0- (761,003) -0- (896,416) 

7. Admin. 
Savings (234,182) (487,294) (274,912) (561,441) 

8. Developmentally 
Disabled (221,000) -0- (366,400) -0- 

$ 4,080,587 $(1,312,545) $ 823,289 $ ' 310,367 



-104- 

APPENDIX F 

Social Services Block Grant 

Purpose 

This block grant will provide funds to states to help those with special 
needs to achieve and maintain a greater degree of economic self-sufficiency, 
and to prevent neglect, abuse or exploitation of children and adults who 
are unable to protect their own interests. Its services may be particularly 
directed to the special needs of children, the aged, the mentally retarded, 
the blind, the emotionally disturbed, the handicapped, alcoholics and drug 
addicts. 

Funds may also be used to prevent unnecessary institutionalization 
when possible by providing community-based and home-based care, and to 
provide services to persons in institutions. This block grant also seeks to 
preserve, rehabilitate or reunite families. 

Included in the legislation as suggested services are: 

Child care services, protective services for children and adults, 
services for children and adults in foster care, services related 
to the management and maintenance of the home, day care 
services for adults, transportation services, family planning 
services, information/referral and counseling services, preparation 
and delivery of meals and health support services. 

Consolidated Programs 

Title XX Social Services 
Title XX Day Care 
Title XX State and Local Training 

Funding 

The law authorizes: 

$2.4 billion - FY '82 
$2.45 billion - FY ’83 
$2.5 billion - FY ’84 
$2.6 billion - FY *85 
$2.7 billion - FY '86 and each year thereafter 
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Special Provisions 

Funding: 

The amount allotted to each state will be based on the ratio 
of the state's population to the population of the United 
States. Allocations to territories are proportionate to FY 
1981 allocations. 

HHS will conduct a study to identify ways states can 
evaluate their programs. The study will consider federal 
incentive payments as an option in rewarding states that 
have high performance social service programs. 

Transferability: 

States may transfer up to ten percent of the funds to block 
grants for health or low-income energy assistance. States 
must inform Secretary of intention to transfer funds to other 
blocks. 

Reporting: 

States must make proposed plans for spending the funds 
available for public comment prior to making any 
expenditure. 

States must prepare and make public a report every two 
years on how funds were spent, and verify that the funds 
were spent in accordance with their proposed plan. 

Audit: 

An audit on the use of all funds will be conducted at least 
once every two years. 

Matching: 

No matching-fund requirements will be imposed. 

Nondiscrimination: 

Prevailing law makes broad prohibitions against 
discrimination. 
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APPENDIX G 

Title XX Services 

Community Services Division: 

Case Management: 

Case management is provided for developmentally dis¬ 
abled individuals receiving contracted community services 
from the Developmental Disabilities Division. Services 
include assisting in assessing client needs and progress, 
coordinating services, arranging and conducting habilitation 
plan meetings, client and family counseling and emergency 
intervention. 

Homemaker Services: 

Includes assistance and demonstration in meal planning, 
preparation and food buying, assistance with doctor and 
dental appointments, shopping for household items and 
clothing, clothing repair, light household chores and child 
management. 

Information, Referral and Follw-Up: 

Includes information to any person, on request, 
regarding Title XX and related programs. Where appro¬ 
priate, referrals are provided to Title XX and other program 
resources, and follow-up is provided to assure the provision 
of services requested. 

Adoption: 

Includes providing social services to enable appropriate 
children to be placed in adoptive homes and providing evalu¬ 
ations of non-agency adoptive placements as required by 
law. Services include evaluations, counseling before and 
after placements are made, meeting requirements to legally 
free a child for adoption, placing the child, follow-up 
services, and recruitment and approval of adoptive homes. 

Big Brothers and Sisters: 

Provides support for volunteer programs that provide a 
meaningful relationship with an adult for children in single 
parent families or those families where a significant "other 
person" is essential to a child’s well-being. Approximately 
380 volunteers spend no less than eight hours per month 
with a child "matched" to them. 
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Day Care for Children: 

Provides organized services for direct care of children 
away from their home for a portion of a 24-hour day. 
Licensing, monitoring, pre-placement visits and periodic 
evaluations are provided according to SRS administrative 
rules on day care. When food is included, it will be fewer 
than three meals per day and will not meet the full nutri¬ 
tional needs of children served. 

Family Centered Intervention: 

Provides early intervention for “acting out", "pre¬ 
delinquent" and "behaviorally disturbed" children under age 
12 and their families as a protective service. Activities 
include teaching parenting skills and teaching children social 
learning skills. In-home observations are provided, as well 
as consultations to schools and technical assistance to other 
youth-serving agencies. 

Foster Care for Children: 

To provide foster care services for children under age 
18 outside their homes for more than 24 hours when their 
own homes are not available to them. Activities of the 
program include: 

1. Preparatory services to children and families 
upon starting or ending a foster care place¬ 
ment. 

2. Foster and group home placements. 

3. Counseling children and natural and foster 
families during the child’s placement. 

4. Counseling and supportive services to restore 
family unity. 

5. Reuniting families. 

6. Counseling to secure future job training and 
employment. 

7. Counseling for adoptive placement. 
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Health Related Services for Children: 

Provides services to assist families with preventative 
and on-going health services for their children. Services 
are provided to support the Early Periodic Screening 
Diagnosis and Treatment Program and to children who are 
eligible for Title XIX because they are in foster or group 
homes. Medical services in the EPSDT program are paid by 
Title XIX. Social services include counseling parents and 
children, arranging medical appointments, arranging trans¬ 
portation, providing child care and asssitance with follow-up 
on medical recommendations. 

Protective Services for Children: 

Services to prevent or remedy neglect, abuse or exploi¬ 
tation of children, to protect and enhance the welfare of 
children and to preserve family life whenever possible. 
Includes receiving complaint referrals, investigating the 
circumstances within 48 hours, developing a service plan if 
appropriate counseling, therapy, and training for parents 
and children, and identifying the need for foster care or 
adoption. 

Services for Unmarried Parents: 

Provides counseling to one or both parents. Services 
may include: placement in prenatal facility, locating medical 
services, follow-up services after the child's birth, follow-up 
on adoption or assisting in developing other needed 
resources. 

Foster Care for Adults: 

This program promotes and secures foster care in foster 
and group homes. These services are available to persons 
age 18 and over who are in institutions and need community 
placement. This service includes assessment of client needs; 
counseling; recruiting, evaluating, licensing, and monitoring 
adult foster homes and community homes. 

Health Related Services for Adults: 

Services to assist adults to attain and remain in optimum 
condition of health by assisting in the utilization of necessary 
medical treatment. Services include helping people to under¬ 
stand their illnesses, arranging for transportation to and 
from medical services, working with individuals and family 
members to assure that medical recommendations are followed, 
and working with medical practitioners to assure that 
appropriate services are provided. 
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Institutional Placement and Counseling for Adults: 

Includes pre-admission screening for nursing homes, 
monitoring and counseling after placement, developing 
community placements and community care alternatives for 
persons presently residing in nursing homes and for persons 
determined not appropriate for nursing home placement. (All 
eligible medical components are paid with Title XIX funds.) 

Protective Services for Adults: 

Services to prevent or remedy neglect, abuse or exploi¬ 
tation of adults over 18. Includes identifying people in 
need, investigating circumstances, developing a service plan, 
locating medical and legal services, acting as an advocate 
and arranging alternative living arrangements, if needed. 

Contracted Family Planning Services: 

Family planning services are comprehensive services 
directed primarily at preventive health and counseling that 
are aimed at enabling families to voluntarily limit their family 
size. Family planning services include counseling, patient 
education, physical examinations, pap smears, pregnancy 
tests, urine analysis, diagnosis and treatment of related 
infections, I.U.D. insertion, dispensation of contraceptive 
supplies and inter-agency referral for other problems. 

Contracted Legal Services: 

Includes legal counseling and advise, representation and 
appeal in civil matters; exclusive of criminal, fee generating, 
probate and bankruptcy cases. 

Title XX Training: 

Staff Development has one and one quater positions 
devoted to Title XX training. They, also, have a contract 
with the University of Montana to develop and provide 
training for Title XX service providers. 

Developmental Disabilities Division 

Evaluation, Diagnostic, Treatment and Follow-Along Services: 

Evaluation and diagnosis provides clinical inter¬ 
disciplinary services to assess an individuals developmental 
level in terms of capabilities and deficiencies. The major 
purpose of evaluation and diagnostic services is to identify 
areas of needed services and programs relevant to clients' 
capabilities and deficiencies. 
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Respite Care of Developmentally Disabled: 

Includes in-home and out-of-home care for develop¬ 
mentally disabled persons by trained inviduals. It is for a 
short fixed period of time in order for natural or foster 
parents to have relief from the continuous care of their 
family member. 

Training and Support Services for Families: 

Provides training, support services and information to 
families to assist in the development and care of their child 
who is developmentally disabled or at risk. Services are 
offered in the child’s own home. This service coordinates 
with other community services. 

Daily Living Training: 

Provided for developmentally disabled persons in 
community group homes and in semi-independent living 
situations. Includes services deisgned to meet needs, 
ranging from training in dressing and bathing to training in 
money management and use of transportation. Room and 
board payments may be provided for not more than six 
months as a part of the service. 

Transportation: 

Provides transportation for developmentally disabled 
persons between their residence and training, work or 
service sites. 

Vocational/Day Services: 

Through sheltered workshops or work activity centers, 
developmentally disabled adults are provided a supervised 
work training environment. Invidual goals are established 
and a combination of training in basic skills and paid work 
skills are available. 

Title XX Training 

Provide funds to plan, design, and implement training 
for eligible staff of contracted service providers. Funds are 
also used to purchase materials, equipment, books, films and 
video eguipment. 
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APPENDIX H 

Survey of Non-Profit Organizations 

If you have any questions relating to this questionnaire, please 
contact Jonas Rosenthal at 442-2631. 

1. Is your organization a private non-profit agency? (Circle number 
of your answer.) 

1 YES 

2 NO (If NO) The purpose of this survey is to learn more 
about non-profit organizations. It is not necessary for you 
to answer the remaining questions. However, please return 
the questionnaire so that we can get an accurate assessment 
of how many non-profit organizations are in our sample. 
Thank you. If you have comments, please use the last page 
of the questionnaire. 

2. The geographic service area covered by your organization would 
best be described as: (Circle number of best response.) 

1 NEIGHBORHOOD 

2 CITYWIDE 

3 COUNTYWIDE 

4 METROPOLITAN 

5 REGIONAL 

6 NATIONAL 

7 INTERNATIONAL 

8 OTHER 

3. Does your organization have more than one location (office or 
facility) serving your local area? (Circle number of your answer.) 

1 YES 

2. NO 
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4. If YES, how many locations (offices or facilities) does your organ¬ 
ization have in this local area? (Specify number of offices.) 

 number of offices. 

5. Please indicate whether your answers to this survey cover: 
(Circle number of best response.) 

1 A SINGLE OFFICE OR FACILITY 

2 ALL OF YOUR OFFICIES OR FACILITIES IN THIS LOCAL 
AREA 

3 ALL OF YOUR OFFICES IN THE COUNTRY 

4 OTHER (specify)   

6. In what year was your organization formed? (Circle number of 
answer.) 

1 BEFORE 1900 

2 1900-1930 

3 1931-1940 

4 1941-1950 

5 1951-1960 

6 1961-1970 

7 1971-1975 

8 1976-1980 

9 AFTER 1980 

7. Is your organization an affiliate of a for-profit organization? 
(Circle number of answer.) 

1 YES 

2 NO 
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8. Does your organization have any formal religious affiliation? 
(Circle number of answer.) 

1 YES 

2 NO (If NO, got to question 10.) 

9. If YES, is your organization an operating component or auxiliary 
of a single church/synagogue/mosque/congregation? 

1 YES 

2 NO 

10. Does your organization belong to or receive funds from any of the 
following: (Circle number of all responses that apply.) 

1 UNITED WAY 

2 RELIGIOUS FEDERATION (e.g., Catholic Charities, Jewish 
Federation) 

3 OTHER FEDERATED CHARITABLE ORGANIZATIONS (specify) 

4 NONE OF THE ABOVE 

11. Have you already experienced any changes in your organization’s 
government funding that is a direct result of federal budget cuts? 
(Circle number of answer.) 

1 SUBSTANTIAL INCREASE (more than 10%) 

2 MODEST INCREASE (less than 10%) 

3 LITTLE OR NO CHANGE 

4 MODEST DECREASE (less than 10%) 

5 SUBSTANTIAL DECREASE (more than 10%) 

Please described the nature of these changes   
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12. During the past fiscal years, 1982 and 1983, have you 
experienced any changes in the demand for your agency's 
services because of reduced levels of service in government 
programs? (Check the best response.) 

1982 1983 

1 SUBSTANTIAL INCREASE 
(more than 10%) 

2 MODEST INCREASE 
(less than 10%) 

3 LITTLE OR NO CHANGE 

4 MODEST DECREASE 
(less than 10%) 

5 SUBSTANTIAL DECREASE 
(more than 10%) 

13. EJuring the past fiscal years, 1982 and 1983, has your organiza¬ 
tion made any of the following changes in service delivery? 
(Check all responses that apply.) 

1982 1983 

1 REDUCED THE NUMBER OF 
CLIENTS SERVED 

2 TIGHTENED ELIGBILITY REQUIREMENTS 
FOR SERVICES 

3 INCREASED OR INSTITUTED FEES 
FOR SERVICES 

4 REDUCED THE LEVEL OF SERVICE 
PROVIDED TO INDIVIDUAL CLIENTS 

5 ELIMINATED SPECIFIC SERVICES OR 
PROGRAMS 

6 NONE OF THE ABOVE 
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14. During the past fiscal years 1982 and 1983, has your organization 
made any of the following changes in staffing? (Check all all 
responses that apply.) 

1982 1983 

1 REDUCED SERVICE DELIVERY STAFF 

2 REDUCED ADMINSTRATIVE/SUPPORT 
STAFF 

3 INCREASED STAFF WORKLOAD OR 
CASELOAD 

4 REDUCED STAFF TRAINING 

5 REDUCED STAFF BENEFITS 

6 INSTITUTED SALARY FREEZE 

7 REDUCED WORK WEEK FOR PAID STAFF 

8 DID NOT FILL STAFF VACANCIES 

9 NONE OF THE ABOVE 

15. During the past fiscal years 1982 and 1983, has your organization 
made any of the following management changes? (Check all 
responses that apply.) 

1982 1983 

1 STARTED NEW MANAGEMENT PROGRAMS 
TO INCREASE EFFICIENCY 

2 SHARED RESOURCES (FACILITIES, 
STAFF, ETC.) WITH OTHER AGENCIES 

3 MERGED WITH ANOTHER ORGANIZATION 

4 INSTITUTED JOINT PURCHASE OR 
LEASE OF EQUIPMENT OR SERVICES 
WITH OTHER AGENCIES 

5 REORGANIZED EXECUTIVE/ 
ADMINISTRATIVE STAFF 

6 PLACED GREATER RELIANCE ON 
VOLUNTEERS 

7 NONE OF THE ABOVE 
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16. How many paid employees did your organization have as of 
June 30, 1982? (Specify number of employees.) 

Number of employees:  FULL-TIME 

 PART-TIME 

How many paid employees did your organization have as of 
June 30, 1983? 

Number of employees:  FULL-TIME 

 PART-TIME 

17. Does your organization use volunteers? 

1 YES 

2 NO (If NO, go to Question 21.) 

18. How many volunteers were used by your organization in an 
average month during 1983? (Specify number of volunteers.) 

 number of volunteers 

19. On the average, how many hours per month does an individual 
volunteer work for your organization? (Specify number of 
hours.) 

 hours per month 

20. What type of activities are provided by your volunteers? (Circle 
all that apply.) 

1 FUNDRAISING 

2 SUPPORT SERVICES (accounting, clerical, etc.) 

3 DIRECT PROVISION OF SERVICES TO CLIENTS 

4 OTHER (specify)   
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21. What is your ogranization's fiscal (budget) year? (Circle 
number.) 

1 JANUARY 1 - DECEMBER 1 

2 JULY 1 - JUNE 1 

3 OCTOBER 1 - SEPTEMBER 30 

4 OTHER (specify)    

22. What were your organizations total expenditures in fiscal year: 

$ 1981 

$ 1982 

$ 1983 

23. What do you expect your total expenditures to be in fiscal year 
1984? 

$  

24. Does your agency fund services provided by other organizations? 
(Circle number.) 

1 YES 

2 NO 

25. What percent of your agency’s total expenditures went to support 
services provided by other non-profit organizations in fiscal 1981? 
(Specify percent.) 

 % of total budget 

26. Does your organization receive any government financial support 
(federal, state or local)? Include direct government grants to 
contracts as well as indirect or third-party payments derived from 
programs such as Medicare, Medicaid and student assistance. 
(Circle number.) 

1 YES 

2 NO 
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27. If YES, from which levels of government is the money actually 
passed on to you? (Circle all applicable answers.) 

1 LOCAL 

2 STATE 

3 FEDERAL 

28. What proportion of your organization's total revenues in fiscal 
year 1981 came from the following sources and where possible 
estimate the proportion you expect to come from these sources in 
FY 1982? (Should total 100 percent in each year.) Include 
indirect (third-party payments) and direct support. 

Source of Revenue FY 1981 FY 1982 FY 1983 

GOVERNMENT 
(federal/state/local) 

percent percent percent 

UNITED WAY percent percent percent 

OTHER 
FEDERATED 
ORGANIZATIONS 

percent percent percent 

RELIGIOUS 
ORGANIZATIONS 

percent percent percent 

OTHER INDIVIDUAL 
GIVING 

percent percent percent 

CORPORATE GIFTS percent percent percent 

FOUNDATION 
GRANTS 

percent percent percent 

DUES, FEES, 
OR CHARGES 
FOR SERVICES 

percent percent percent 

EMPLOYMENT AND percent percent percent 
INVESTMENT INCOME 

OTHER 
(specify) 

percent percent percent 

TOTAL 100 percent 100 percent 100 percent 
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29. Did you experience any changes in your sources of funding 
between fiscal (budget) year 1982 and 1983? (Circle number for 
each type of funding.) 

Large 
Increase 

(more 
than 
10%) 

GOVERNMENT 1 

CORPORATIONS AND 1 
FOUNDATIONS 

ALL INDIVIDUAL 1 
GIVING (United Way 
private donations, 
etc.) 

EARNED INCOME 1 
(dues, fees, invest¬ 
ment income, etc.) 

Small Small Large 
Increase Decrease Decrease 

(more (less (less 
than NO than than 

10%) CHANGE 10%) 10%) 

2 3 4 5 

2 3 4 5 

2 3 4 5 

2 3 4 5 

30. Between 1981 and 1982 did you experience any changes in the 
sources of funding for your programs? (Circle number for each 
type of funding.) 

Large 
Increase 

(more 
than 
10%) 

Small 
Increase 

(more 
than 

10%) 

Small Large 
Decrease Decrease 

(less (less 
NO than than 

CHANGE 10%) 10%) 

GOVERNMENT 1 2 3 4 5 

CORPORATIONS AND 1 
FOUNDATIONS 

ALL INDIVIDUAL 1 
GIVING (United Way 
private donations, 
etc.) 

EARNED INCOME 1 
(dues, fees, invest¬ 
ment income, etc.) 

2 3 4 5 

2 3 4 5 

2 3 4 5 
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31. Between fiscal years 1981 and 1983 did you experience any 
changes in Title XX (SSBG) funding for your programs? (Check 
the one that applies.) 

Large 
Increase 

(more 
than 
10%) 

Small 
Increase 

(more 
than 

10%) 

Small Large 
Decrease Decrease 

(less (less 
NO than than 

CHANGE 10%) 10%) 

GOVERNMENT 1 2 3 4 5 

CORPORATIONS AND 
FOUNDATIONS 

1 2 3 4 5 

ALL INDIVIDUAL 
GIVING (United Way 
private donations, 
etc.) 

1 2 3 4 5 

EARNED INCOME 
(dues, fees, invest¬ 
ment income, etc.) 

1 2 3 4 5 
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32. For each of the following broad functional areas, please indicate 
whether your organization provides these types of services and 
estimate the percent of your total service expenditures allocated 
to this area. (The specific services included in each functional 
area are defined in question 33.) 

Circle All 
Service Areas 

Provided 

Percent of 
Total Service 
Expenditures 

1 SOCIAL SERVICES 

2 INSTITUTIONAL/ 
RESIDENTIAL CARE 

3 HEALTH 

4 MENTAL HEALTH 

5 EMPLOYMENT, 
TRAINING, AND 
INCOME SUPPORT 

6 EDUCATION AND 

7 HOUSING AND 
COMMUNITY DEVELOPMENT 

8 CULTURE, THE ARTS 
AND RECREATION 

9 LEGAL SERVICES AND 
ADVOCACY   

100% TOTAL 
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33. Please circle the number for all specific services provided by 
your organization from the following list. (Circle all services 
provided.) 

Service 
Code 

SOCIAL SERVICES 

11 CHILD DAY CARE/EARLY CHILDHOOD DEVELOPMENT 

12 FOSTER CARE 

13 ADOPTION 

14 OTHER CHILD WELFARE SERVICES 

15 JUVENILE JUSTICE AND DELINQUENCY PREVENTION 

16 INDIVIDUAL AND FAMILY COUNSELING 

17 HOMEMAKER/CHORE/IN-HOME SUPPORTIVE 

18 PROTECTIVE SERVICES 

19 VOCATIONAL REHABILITATION/SERVICES 
FOR THE DISABLED 

20 INFORMATION AND REFERRAL 

21 NUTRITION/MEAL SERVICES 

22 SENIOR CENTER/OTHER SERVICES FOR THE ELDERLY 

23 TRANSPORTATION 

24 DISASTER RELIEF/EMERGENCY ASSISTANCE 

25 OTHER 
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Service 
Code 

INSTITUTIONAL/RESIDENTIAL 

26 SKILLED NURSING FACILITY 

27 INTERMEDIATE CARE FACILITY 

28 RESIDENTIAL/PERSONAL CARE FACILITY 

29 GROUP HOME 

30 EMERGENCY SHELTER 

31 OTHER  

Service 
Code 

HEALTH 

32 PRIMARY/SPECIALTY MEDICAL CARE 

33 HOME HEALTH CARE 

34 FAMILY PLANNING 

35 MATERNAL AND CHILD HEALTH 

36 ALCOHOL/DRUG ABUSE SERVICES 

37 HEALTH COUNSELING, SCREENING AND PREVENTION 

38 OTHER   

Service 
Code 

MENTAL HEALTH 

39 INPATIENT CARE 

40 OUTPATIENT PSYCHIATRIC CARE 

41 CRISIS INTERVENTION 

42 EVALUATION AND TESTING 

43 OTHER 
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Service 
Code 

EMPLOYMENT, TRAINING AND INCOME SECURITY 

44 EMPLOYMENT COUNSELING AND PLACEMENT 

45 EMPLOYMENT TRAINING 

46 SUBSIDIZED EMPLOYMENT 

47 SHELTERED WORKSHOP/WORK ACTIVITY CENTER 

48 JOB DEVELOPMENT AND OTHER EMPLOYMENT SERVICES 

49 DIRECT FINANCIAL ASSISTANCE 

50 FOOD/TRANSPORTATION AND OTHER DIRECT 
ASSISTANCE 

51 OTHER  

Service 
Code 

EDUCATION AND RESEARCH 

52 KINDERGARTEN OR ELEMENTARY SCHOOL 

53 JUNIOR HIGH OR HIGH SCHOOL 

54 ADULT EDUCATION 

55 LIBRARY OR INFORMATION CENTER 

56 RESEARCH 

57 OTHER 
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Service 
Code 

HOUSING AND COMMUNITY DEVELOPMENT 

58 HOUSING ASSISTANCE 

59 HOUSING COUNSELING 

60 HOUSING MANAGEMENT 

61 HOUSING CONSTRUCTION 

62 HOUSING REHABILITATION/REPAIR 

63 NEIGHBORHOOD PRESERVATION 

64 BUSINESS/ECONOMIC DEVELOPMENT 

65 ENERGY ASSISTANCE 

66 OTHER  

Service 
Code 

LEGAL SERVICES AND ADVOCACY 

67 LEGAL AID SERVICES/LEGAL COUNSELING 

68 VOLUNTEER RECRUITMENT, TRAINING, SERVICES 

69 CIVIL RIGHTS 

70 ADVOCACY FOR PARTICULAR CLIENT GROUPS 

71 ADVOCACY FOR POLITICAL, LEGISLATIVE ISSUES 

72 OTHER 
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Service 
Code 

CULTURE, THE ARTS AND RECREATION 

73 THE PERFORMING ARTS, PRODUCTION OR SERVICES 

74 TRAINING OR WORKSHOPS IN CULTURE OR THE ARTS 

75 MUSEUMS OR ART GALLERIES 

76 SPORTS AND RECREATION ASSOCIATIONS OR CLUBS 

77 YOUTH CLUBS AND ACTIVITIES 

78 DAY, OVERNIGHT OR RESIDENT CAMPING 

79 OTHER  

34. Please note the five most important services provided by your 
organization and estimate the percentage of total expenditures 
going to each service. Please list using service codes from table 
above. 

Service Code Percent of Expenditures 

 percent 

 percent 

  percent 

  percent 

  percent 

35. How many clients did you serve in an average month during the 
past year? 

clients per month 

Briefly describe how you define your client caseload. 
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36. Please esimate the percentage of your clients who are in each of 
the following age categories? 

 percent CHILDREN (0-11 years) 

 percent YOUTH (12-19 years) 

 percent ADULT (20-59 years) 

 percent ELDERLY (60 years and up) 

37. Please estimate the percentage of your clients who are in the 
following ethnic groups: 

 percent BLACK 

 percent HISPANIC 

 percent ASIAN AMERICAN 

 percent AMERICAN INDIAN 

  percent OTHER (specify)    

38. Please estimate the percentage of your clients who fall into the 
following major target groups. (Total may exceed 100%.) 

 percent WORKING CLASS 

 percent INCOME BELOW POVERTY 

 percent WOMEN 

 percent SINGLE PARENTS 

 percent DISABLED 

 percent UNEMPLOYED 

 percent EX-OFFENDERS 

 percent OTHER TARGET GROUPS 

(specify)   
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39. We would like your opinion concerning several emerging issues 
related to non-profit organizations. For each question indicate 
the response category which best reflects your view. 

A. Government programs in our area make too little use of 
non-profit agencies in the delivery of services. (Circle 
number of best response.) 

1 STRONGLY DISAGREE 
2 MILDLY DISAGREE 
3 NEITHER AGREE NOR DISAGREE 
4 MILDLY AGREE 
5 STRONGLY AGREE 
6 NOT APPLICABLE 

B. Government funding has caused non-profit organizations to 
direct more services to the disadvantaged. (Circle number 
of best response.) 

1 STRONGLY DISAGREE 
2 MILDLY DISAGREE 
3 NEITHER AGREE NOR DISAGREE 
4 MILDLY AGREE 
5 STRONGLY AGREE 
6 NOT APPLICABLE 

C. Receipt of federal funds has significantly distorted the 
activities and objectives of our agency. (Circle number of 
best response.) 

1 STRONGLY DISAGREE 
2 MILDLY DISAGREE 
3 NEITHER AGREE NOR DISAGREE 
4 MILDLY AGREE 
5 STRONGLY AGREE 
6 NOT APPLICABLE 

D. Corporations in our area normally do not support 
organizations like ours. (Circle number of best response.) 

1 STRONGLY DISAGREE 
2 MILDLY DISAGREE 
3 NEITHER AGREE NOR DISAGREE 
4 MILDLY AGREE 
5 STRONGLY AGREE 
6 NOT APPLICABLE 
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E. Volunteers can be substituted extensively for paid profes¬ 
sionals in non-profit organizations without any significant 
decline in service quality. (Circle number of best 
response.) 

1 STRONGLY DISAGREE 
2 MILDLY DISAGREE 
3 NEITHER AGREE NOR DISAGREE 
4 MILDLY AGREE 
5 STRONGLY AGREE 
6 NOT APPLICABLE 

F. It is easier to deal with corporate and foundation funding 
sources than government funding sources. (Circle number 
of best response.) 

1 STRONGLY DISAGREE 
2 MILDLY DISAGREE 
3 NEITHER AGREE NOR DISAGREE 
4 MILDLY AGREE 
5 STRONGLY AGREE 
6 NOT APPLICABLE 

G. Private non-profit organizations have grown far too depen¬ 
dent on government funding. (Circle number of best 
response.) 

1 STRONGLY DISAGREE 
2 MILDLY DISAGREE 
3 NEITHER AGREE NOR DISAGREE 
4 MILDLY AGREE 
5 STRONGLY AGREE 
6 NOT APPLICABLE 

H. A notable upsurge in private charitable activity and volun¬ 
tary effort has occurred in our community in response to the 
recent federal budget cuts. (Circle number of best 
response.) 

1 STRONGLY DISAGREE 
2 MILDLY DISAGREE 
3 NEITHER AGREE NOR DISAGREE 
4 MILDLY AGREE 
5 STRONGLY AGREE 
6 NOT APPLICABLE 
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40. We are interested in any other comments you have on the effects 
of budget cutbacks on organizations like yours. Also, any 
comments you wish to make that will help us to better understand 
the issues facing non-profit organizations in the future will be 
appreciated. Use additional sheets if you need more space. 

41. Would you like to receive a summary of the survey results for 
your area? (Circle number.) 

1 YES 

2 NO 

41. Please give us your name, position and address. 

Name   Position   

Organization   

Address 

THANK YOU FOR YOUR COOPERATION. Please return the completed 
questionnaire to: 

Jonas Rosenthal 
118 South Benton 
Helena, MT 59601 


