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Child Welfare Financing: An Issue Overview

Summary

Child welfare programs are designed to protect children from abuse or neglect.
Servicesmay be offered to stabilize and strengthen achild’ sown home. If thisisnot
a safe option for the child, however, he or she may be placed in foster care while
efforts to improve the home are made. In those instances where reuniting the child
with his or her parentsis found to be impossible, a child welfare agency must seek
anew permanent (often adoptive) home for the child.

In FY 2003, the most recent year for which complete data are available, the
federal government provided states with some $6.9 billion in funding dedicated to
childwelfare purposes. Most of thisfunding isauthorized under TitlelV-B and Title
IV-E of the Social Security Act. Apart from these dedicated federal child welfare
funds, however, states also use non-dedicated federal funds—including the
Temporary Assistance for Needy Families (TANF) block grant, Medicaid, and the
Social Services Block Grant—to meet child welfare needs. The most recent data
available (for state fiscal year 2002) suggests that states spent at least $4.8 billionin
non-dedicated funds for child welfare purposes. While non-dedicated funding
streams have increased resources to child welfare agencies, current legidative and
administrative proposals may jeopardize their continued use for child welfare.

Theway that the federal government distributes dedicated child welfare money
to states hasbeen criticized asinflexible, out of syncwithfederal childwelfarepolicy
goals, and antiquated. Because most dedicated federal child welfare funding (about
65% in FY 2003) may be used only for foster care, critics charge that states have
inadequate funds to prevent removal of children from their homes or to alow
children to be reunited with their parents. In addition, astate’ sability to claim most
of the dedicated child welfare funds is directly related to the number of foster and
adoptive children it assists who meet the income, family structure, and other
program rules of the now defunct Aid to Familieswith Dependent Children (AFDC)
program (as that program existed on July 16, 1996).

Attention to federal child welfare financing has focused almost exclusively on
dedicated child welfare funding streams and is driven in part by the belief that the
current structure hampers the ability of state child welfare agencies to achieve
positive outcomes for children. Thisassumption is not easy to prove. However, it
is possible to say that the AFDC link, which ties federal funding in foster care and
adoption assistance to increasingly antiquated income standards, over time, will
erode the share of program costs for which states may seek federal reimbursement.

Recent proposalsto alter how dedicated federa child welfare funds are distributed
included somethat would link digibility for federally supported foster care and adoption
assstance to TANF income rules and others that would remove income restrictions
entirely. The latter proposals, which would greatly expand the number of children for
whom the federa government would be committed to providing support, havetypicaly
sought to cap (or block grant) some or al of what isnow open-ended federal funding for
foster care and adoption assistance and/or to reduce the share of costs paid for each
eligible child by the federa government. This report will not be updated.
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Child Welfare Financing:
An Issue Overview

Current law links a state’s ability to claim federal foster care and adoption
assistance to the 1996 income and other program rules of the former cash welfare
program, Aid to Familieswith Dependent Children (AFDC). Thismeansthat asthe
number of foster care and adoptive children who meet the static income rules of the
now-defunct AFDC program inevitably declines, the federal government’ s share of
support for all children in need of protection will decline. Apart from this specific
concern about the federal financing structure, some advocates and policymakers
consider the way that federal funds for child welfare programs are distributed to
states to be counterproductive to the overall goals of federal child welfare policy.
Common charges are that the current structure does not grant states the flexibility
needed to meet the needs of children and their families, and that it encourages states
to rely too heavily on foster care. A connection between the specific federal
financing structure and the ability of states to achieve positive outcomes for the
children and families is hard to establish. Nonetheless the assumption of a link
between these two factors has helped drive recent attention to the federal child
welfare financing structure.

The purpose of thisreport isto describe the federal interest in child welfare (as
expressed by Congress); describe the current level and structure of federal dedicated
child welfare financing and examine trendsin the appropriation and spending of this
money; and to review the extent to which states rely on non-dedicated federal funds
for child welfare purposes. Finaly, the report discusses the future federal
commitment to child welfare financing, along with the concepts of flexibility and
accountability, as these relate both to current law and to recent proposals to ater
federa child welfare financing.!

Background

Total spending by child welfare agencies has been increasing and all sources of
publicfunding—federa, state, and local—have contributed to thisgrowth. According
to the most recent available survey by the Urban Institute, in state fiscal year (SFY)
2002 child welfare agencies expended more than $22.2 billion on child welfare
purposes of which just over half ($11.3 billion) was from federal sources. The
federal share of total child welfare spending has risen—from 43% in SFY 1996 to
51% in SFY 2002—and, at |east for the most recent years, nearly all of thisincreased

1| am grateful to Gene Falk, Melinda Gish, Joe Richardson, Carmen Solomon-Fears, and
Karen Spar for their insightful comments on this report.
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funding has been from federal funds not specifically dedicated to child welfare (i.e.,
TANF and Medicaid).?

Over roughly the same time period, the number of children reported as victims
of child abuse and neglect and the number of children in foster care have declined
while the number of children adopted out of the foster care system has risen
significantly. Whether these positive demographic trendsarein some part related to
theincreased child welfare spending has not been determined. At the sametime, and
despite these positive trends, state child welfare agencies—as a whole—have been
found unable to meet many of the outcome measures established with regard to the
central goals of federal child welfare policy. These goals are related to safety and
permanency for children and primarily seek to—

e prevent child abuse and neglect and to protect and care for children
who must be removed from their homes;

o find permanent, stable homes for children who must be removed
(primarily through family reunification or adoption); and

¢ enhancethewell-being of children and theability of familiesto meet
their children’s needs.

Thefailure of states to meet the federal outcome measures established may be
linked to any number of things—for instance, perhaps the federal measures do not
accurately capture what states achieve, or the degree to which states were unable to
comply with federal outcome measures has been over-stated, or perhaps states are
struggling to meet more complex needs than ever before.

Some child welfare advocates and administrators, however, believe that the
current federal financing system contributes to states' difficulties or, at the least,
hampers their efforts to achieve positive outcomes for children. This assumption,
combined with concern about the “look back” to AFDC, may prompt the 109"
Congressto consider proposalsto alter the federal child welfare financing structure.
Recent proposals—including legislation introduced in the 108" Congress,
recommendationsfrom the nonpartisan Pew Commission on Childrenin Foster Care
released in May 2004, and a policy option again offered in the Administration’s
FY 2006 budget proposal—have in some part focused on the perceived need for
greater flexibility in state use of federal funds and removing or replacing eligibility
rules that link open-ended entitlement funding for adoption and foster care costs to
the 1996 program rules of the now defunct AFDC program.

2 SeeCynthiaAndrews Scarella, RoseanaBess, EricaHecht Zielewski, Lindsay Warner, and
Rab Geen, The Cost of Protecting Vulnerable Children 1V: How Child Welfare Funding
Fared during the Recession (Washington: Urban Institute, 2004), pp. 6-8, 13. (Hereafter
cited as Scarella et al., The Cost of Protecting Vulnerable Children 1V.) States report on
spending for their own statefiscal year tothe Urban Institute. Some stateshaveafiscal year
that mirrors that of the federal government (i.e., Oct. 1 through Sept. 30); however, other
states use different months for afiscal year (e.g., July 1 through June 30).
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Federal Interest in Child Welfare

Thecentral focusof federal child welfarefundingisto ensure safe and adequate
careis provided to all children. In many cases this requires providing support and
servicesto both children and their care-taking families. Under theU.S. Constitution,
thewell-being of children and familieshastraditionally been understood asaprimary
duty of state governments. Nonetheless, congressional interest in improving child
welfare is longstanding and, as Congress has authorized new funds for state child
welfare programs, it has also required states to enact policies and meet certain
standardsrelated to those programs. Thus, while state and local governmentsarethe
primary administratorsof child welfare programs, and policiesand practices can and
do vary significantly by political jurisdiction, certain federal standards must be met
in all locations to ensure continued federal child welfare funding.

The largest federal funding streams specifically for child welfare purposes are
authorized to support children in foster care and children who are adopted out of
foster care (primarily). Some children need to be removed from their homes and
placed in foster care to ensure their safety and well-being (which is another way of
saying for their own “welfare”). Thisistruewithout regard to their parents' income
or resources. However, when Congressinitially authorized funds for federal foster
care (1961) it did so as part of what was then the nation’s cash welfare program,
AFDC. Thusitsfocuswas not on ensuring the safety and well-being of all children
removed from their homes, but only those children who Congress had already
defined to be of federal concern (i.e., childrenin poor familieswho were eligible for
federal cash aid).

In 1980, when Congress established federal foster care as an independent
program (rather than a component of AFDC), and for the first time established
federal adoption assistance, it relied on this prior law to define the population of
foster and adoptive childrenfor whom thefederal government would assume specific
(and open-ended) financia responsibility. At the same time, the 1980 legidation
sought to give states an incentive to provide the protections and services to all
children in foster care and it linked the new foster care and adoption assistance
program to the much longer standing Child Welfare Services program. Since 1935
that program has been authorized to serve all children—without regard to income.
However, Congress has provided much morelimited funding, and on adiscretionary
basis, for this purpose.

During the 1990s Congress passed additional laws asserting that nearly every
protection required of a child for whom the federal government provides funding
must be extended to all children in foster care, regardless of whether the federal
government pays any of their foster care expenses. (Examples of these protections
are written case plans and regular reviews of those plans.) Thus while the federal
government has expanded the group of children in which there is afederal interest
—at least from the perspective of providing protections and monitoring the
achievement of outcomes—it has not similarly expanded the share of children in

3 See CRS Report RL31242, Child Welfare: Federal Program Requirements for States, by
Emilie Stoltzfus.
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foster care for whom it claims specific financial responsibility. On the contrary,
under current law, as amended by P.L. 104-193 (1996), the share of children for
whom the federal government has asserted financia responsibility will decline.
(Appendix A providesashort legidative history of federal interest in child welfare.)

Federal Funding Dedicated to Child Welfare Purposes

States receive some federal funds that are explicitly dedicated to child welfare
purposes and which must be used for those purposes.* These are available primarily
through Title IV-B and Title IV-E of the Social Security Act and grants authorized
by the Child Abuse Prevention and Treatment Act (CAPTA). Thecombined FY 2005
appropriationsfor these programswere approximately $7.6 billion. Table 1 (below)
lists each of these programs and their recent and proposed funding levels. See
Appendix C for information on the distribution of these funds by state.

Table 1. Recent and Proposed Funding for Federal Child
Welfare Programs—Funds Distributed to all Eligible States

F_undi_ng by fiscal year
(in millions of dollars) President’s
FY 2006
Program 2002 2003 | 2004 | 2005 request
TitleV-B of the Social Security Act
Child Welfare Services 292 290 289 290 290
Promoting Safe and Stable Families 375 404 404 404 410
Title IV-E of the Social Security Act
Foster Care? 4519| 4,485 4,974| 4,896 4,643
Adoption Assistance® 1,342| 1,463 1,700| 1,770 1,797
(Chafee) Independent Living 140 140 140| 140 140
(Chafee) Education and Training Vouchers 0 42 45 47 60
Child Abuse Prevention and Treatment Act ®
Basic State Grants 22 22 22 27 27
e | ¥ 8| ®] 8]

Source: Table prepared by the Congressional Research Service (CRS).

a. TheFoster Care and Adoption Assistance programs are funded on amandatory, open-ended basis.
Funding amountsshownfor FY 2002 and FY 2003 are estimated total federal expendituresbased
on state claims made for those years. Amounts shown for FY2004 and FY2005 are the
appropriated amounts which, like the President’ s request for FY 2006, represent an estimated

“The dedi cated funding sources describedin thisreport are appropriated and made avail able
to al digible states by formula distribution or by other program rules. The federal
government also provides approximately $200 million in dedicated child welfare-related
funds, which are generally available on a competitive grant basis; states may or may not be
eligible grant applicants. These programs and their recent and proposed funding levelsare
displayed in Appendix B.
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federal spending for that year. Readers should note that these appropriation levelsaretypically
higher than the final funding amount.

b. Programauthorizationfor the Children’ sJustice Act grantsarealsoincluded under CAPTA. These
grants are distributed to all eligible states by formula. However, the funding for these grants
($20 millionin FY 2001 and each subsequent fiscal year) isnot appropriated but made available
out of the Crime Victims Fund as specified in the Victims of Crime Act (P.L. 98-473, as
amended). The Crime Victims Fund consists of criminal fines, penalties and other assessments
collected by the federal treasury and is administered by the Department of Justice.

What Does this Money Support? Dedicated child welfare funding is
appropriated for four basic purposes:

e adoption assistance (administration, training and subsidies for
adopted children);

o foster care (administration, case planning and placement, training,
and maintenance (i.e., room and board));

e services (child protective, family support, preservation, or
reunification services and adoption promotion and support); and

e independent living (assistance for those leaving foster care without
anew permanent home).

In FY2003 (the most recent year for which foster care and adoption assistance
expenditure data are available) combined federal funds appropriated for services
totaled 11% of the dedicated child welfare funding ($750 million) while 65% of the
funds ($4.5 billion) was spent on the federal foster care program (including
mai ntenance payments, administration, training and data collection). Theremaining
federal expenditures were for adoption assistance (21%, $1.5 billion for subsidies,
administration and training), and independent living (3%, $182million). (SeeFigure
1 below.)

Figure 1. Share and Amount of Dedicated Federal Child
Welfare Funds by Program Type, FY2003

Independent Living
$182 million
3%

Services
$750 million
11%

Adoption
$1.5 billion

21% Foster Care
$4.5 billion

65%

Source: Congressional Research Service (CRS).
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What Kind of Funds Are Available? Thekind of appropriation included
infedera law can have asignificant effect onthe availability of federal child welfare
funds for particular purposes. Federal law provides for both mandatory and
discretionary appropriation of child welfare funding. Mandatory appropriations,
sometimes called entitlement funding, may be capped or open-ended. (SeeTable2.)

Table 2. Kinds of Federal Funding

Discretionary A funding authorizationlevel isincludedinthelegislation that authorizes
the program. Congress has the discretion to appropriate all, some, or
none of the fundsthat are authorized for the program. Thusthe ultimate
funding level is determined via the annual appropriations process.

M andatory— Thefunding level isapart of thelegislation that authorizesthe program.
capped Congress must annually appropriate funds at the specified level.

M andator y—open- The funding level matches the amount of eligible claims made under the
ended legislation that authorizesthe program. Congress must annually ensure

that enough funds are available so that every eligible expense for which
a state seeks reimbursement, can be paid out of the federal treasury.

Source: Congressional Research Service (CRS).

How Are Child Welfare Funds Provided to States? The factors that
determine the distribution of federal child welfare funds to each state vary by
program. In general, the number of federally eligible foster care and adoptive
children iskey for the distribution of most dedicated child welfare funds. Separate
factorsinclude state per capitaincome, the relative size of states’ child populations
or total foster care populations. Table 3 includes adescription of each of the federal
child welfare programs, along with a description of the program’s purpose,
distribution factors, and kind of appropriation.
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Trends in Child Welfare Spending

Total dedicated federal child welfare spending grew by 516% between FY 1983
and FY 2003 (the most recent year for which Title IV-E Foster Care and Adoption
Assistance expenditure data are available). Viewed in constant (FY2003) dollars
these funds increased from $1.1 billion in FY1983—soon after the Adoption
Assistance and Child Welfare Act of 1980 ( P.L. 96-272) reorganized or established
most of the major components of the current system—to $6.9 billion in FY 2003.°

The share of al dedicated child welfare funds expended through the Title IV-E
Foster Care program hasbeen in declinefor closeto adecade whilethe share of those
funds expended for the Title IV-E Adoption Assistance program is up sharply.
Although dedicated child welfare funding for services has increased, the share of
thesefundsfor servicesdeclined since FY 1983 and hasbeen rel atively stagnant since
FY 1990.

Figure 2. Share of Federal Dedicated Child Welfare Funding by
Program Type, Selected Fiscal Years

‘D Foster care B Adoption & Services O Independent Living ‘

78%
o
ﬂ 73%

65%

32%

1983 1990 1995 1998 2001 2003

Source: Congressional Research Service (CRS).

Adoption Assistance. Amongthefour categoriesof federal dedicated child
welfare funding, the Adoption Assistance program has seen the most dramatic
growth. Spending rose some 6,166% from $23.4 millionin FY 1983 to some $1.463
billionin FY2003. Over that same period the share of all federal child welfare funds
dedicated to Adoption Assistanceincreased from 2% to 21%. (SeeFigure2above.)

Thesubstantial growthin spending for adoptionisconsistent with strong federal
support for adoption asapermanent placement option for children who cannot return
totheir biological parents. Inaddition, growthin program spending between FY 1983

> Throughout this discussion of spending trends for dedicated federal child welfaredollars,
amounts are presented in constant FY 2003 dollars and percentage changesin spending are
presented based on a comparison of those same constant dollar amounts. FY 2003 dollars
were calculated from an average annual (Oct. through Sept.) Consumer Price Index for Al
Urban Consumers (CPI-U).
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and FY 2003 should be expected both because the program was in its infancy in
FY 1983 and because the 1980 law that established Adoption Assistance (P.L. 96-
272) provided it with an open-ended and mandatory funding authorization. Thiskind
of funding authority allowed the program cost to grow aong with the number of
adopted children eligible for subsidies.

In FY 1983, just over 5,300 children received a federally subsidized adoption
assistance payment, afraction of the morethan 314,700 who received such asubsidy
in FY2003. Over this same time period, the average monthly cost to the federa
government for each program-eligiblechild hasfluctuated whileremaining relatively
stable—rising about 6%—from $367 in FY 1983 to $383in FY 2003. (SeeTable4.)
Thus, the substantial growth in the casel oad largely explains the substantial growth
in federal program cost.

Table 4. Title IV-E Adoption Assistance: Monthly Federal Cost

per Eligible Child, Selected Fiscal Years
(in constant FY 2003 dollars)

1983 1990 1995 1998 2001 2003
TOTAL program $367 $344 $390 $388 $403 $383
Subsidy $329 $266 $291 $286 $303 $308
Administration NA $71 $87 $86 $86 $70

Source: Congressional Research Service (CRS).

Note: NA = Data not available. The total program costs include adoption subsidy, related
administration, training, and demonstration costs. Therefore the sum of the per child subsidy and
administration costs do not equal the total per child cost for the program.

Adoption Assistance Costs Projected to Increase. With the 1997
Adoption and Safe FamiliesAct (ASFA, P.L. 105-89) Congress sought to encourage
adoption by enacting new/shorter time frames for required case (permanency)
planning for children in foster care and by providing incentive funds to states that
increased the number of children adopted out of foster care. The number of children
adopted out of foster care was an estimated 37,000 in FY 1998, climbed to 51,000 by
FY2000 and, despite a decline in the foster care caseload size, has remained
relatively stable in number since that year.® In its March 2005 baseline, the
Congressional Budget Office (CBO) projects the number of children receiving
Adoption Assistance will continue to grow, reaching an estimated 482,000 children
by FY 2010 and an estimated 586,000 by FY 2015. This growth is projected despite

® The estimated number of adoptions out of foster care was 50,000 in FY 2001, 53,000 in
FY 2002 and, although this number is still expected to rise with new data reports, is now
estimated at 49,000 for FY2003. The total number of children in foster care peaked in
FY 1999 at 567,000 and has declined each year since then, reaching 523,000 in FY 2003
(most recent year for which data are available).
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the current link between the program rules of the now defunct AFDC program (asit
existed on July 16, 1996) and eligibility for federal adoption assistance.’

The mgjority of children adopted from public foster care are eligible for
adoption assistance (roughly estimated as 74%), the median age at which these
children are adopted remains at just over six years of age, and children remain
eligible until their 18" birthday. Thus children who receive Adoption Assistance
now—and who were adopted immediately following ASFA—will likely continueto
receivethesefederal subsidiesuntil at least FY 2010. Meanwhile, as states continue
to complete high numbers of foster child adoptions, they are joined each year by
increasing numbers of newly adopted children.

The policy goals and dynamics of Adoption Assistance are very different from
those of Foster Care. Foster care is assumed to be a temporary setting. Good
practicedictatesthat foster children bereunited with familiesor, if necessary, placed
for adoption within the shortest time frame possible. Thus the policy goal is
generaly to reducethe length of time achild would be counted as a part of the foster
care caseload. By contrast, if adoption isthe best permanency option for achild, the
goal isto havethe adoption completed as early aspossiblein the child’ slifeand thus
to increase the length of time a child receives Adoption Assistance. Overall, and
consistent with the strong support of adoption by Congress, spending of dedicated
child welfare funds for adoption assistance has been rising steadily and can be
expected to continue to rise.

Foster Care. Federal spending for foster care continues to represent the
largest share of total dedicated child welfare funding. At the sametime, its share of
that funding pie has been in decline for about a decade (in large part due to the
growth inthe share of spending for adoption assistance). In FY 1983, just under one-
third (65%) of all dedicated federal child welfare funding was expended under the
foster care program. That shareincreased at least through FY 1990 and in that year
(through FY 1994) stood at approximately 78% of total dedicated child welfare
spending. Beginningwith FY 1995, the share of federal dedicated child welfarefunds
expended for thefoster care program began to decline. By FY 2003 it had essentially
returned to its FY 1983 share of the pie. (See Figure 2 above.) Across those same
two decades federal dollars expended for foster care have increased by 513%
(virtually the same astherate of increase for total dedicated child welfare spending)
—from $732 million in FY 1983 to $4.5 billion in FY 2003.

Because the Foster Care program, like Adoption Assistance, receives federal
funding on an open-ended and mandatory funding basis, some of the change in
program spending might be attributed to changes in caseload size. However, an
analysis of state claimsfor foster care showsthat changesin the size of the federally
eligible casel oad cannot alone explain the changein federal program costs. Thesize
of the Title IV-E Foster Care caseload (a subset of al children in foster care)

" AFDC dligibility rules(includingincome) apply to the child and the family fromwhich the
child was removed. Federal law prohibits application of an income test to an adoptive
family to determineachild’ seligibility for Adoption Assistance. Childrenwho areéligible
for Supplemental Security Income (SSI) benefits do not need to meet the AFDC rules.
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generaly rose from close to 93,400 children in FY 1983 through FY 1998, when it
crested at close to 305,200 children; it has declined each year since then and stood
at 242,200 in FY2003. Over the same time period, the average monthly cost to the
federal government for each program-eligible child rose from $653 to $1,543. The
growth intotal program cost per €ligible child—while coming to anear standstill in
recent years—nonethel ess continued through FY 2003.2

Table 5. Title IV-E Foster Care: Monthly Federal Cost

per Eligible Child, Selected Fiscal Years
(in constant FY 2003 dollars)

1983 1990 1995 1998 2001 2003
TOTAL program $653 $1,080 $1,186 $1,149 $1,438 $1,543
M aintenance
(room and boar d) $456 $609 $618 $598 $629 $582
Administration NA $442 $469 $457 $644 $773

Source: Congressional Research Service (CRS).

Note: NA = Data not available. Total program costs include foster care maintenance (room and
board), aswell asrelated administration, training, demonstration and State Automated Child Welfare
Information System (SACWIS) costs. Thereforethe sum of per child maintenance and administration
costs do not equal the total per child program costs.

States seek federal reimbursement for eligible foster care expenses by
submitting claims in several program categories, including foster care room and
board (maintenance payments), program administration (including case planning),
training, and data system development and operation (i.e., State Automated Child
Welfare Information System, SACWIS). When viewed as federal cost per eigible
child, claims for foster care maintenance payments have been relatively stable for
morethan 15 years, while claimsfor administration have risen significantly over the
same time period.’ In FY 1987 states made foster care administrative claims worth
$506 million compared to administrative claimsworth $2.2 billionin FY2003. The
average monthly cost per eligible child for these administrative claims was $373 in
FY 1987 compared to $773 in FY2003. By contrast, the federal share of claimsfor

8 Theeligible casel oad referred to hereisthe average monthly number of children for whom
a state may claim reimbursement for foster care maintenance payment claims, as reported
by HHSinitsannual Title IV-E expenditure data. Thetotal foster care caseload (including
children who are eligible for federal reimbursement and those who are not and expressed
as the number of children in foster care on the last day of the given fiscal year) was an
estimated 269,000 in FY1983. The total caseload rose through FY 1999, when it was an
estimated 567,000 and has since declined in each year to 523,000 in FY 2003.

® This analysis begins with FY 1987 because data on administrative claims (separate from
training claims) are not available before that year. There were large changesin claims for
SACWIS (i.e., data system development and operation) and for training within this time
frame. However, because these claims represent a relatively small portion of the total
program cost (3% and 5%, respectively, of FY 2003 foster care claims) they are not believed
to be driving federal costs.
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foster care maintenance paymentsrose from $717 millionin FY 1987 to $1.7 billion
in FY2003. The average monthly cost per eligible child for these claims was $528
in FY 1987 and $582in FY 2003."° (See Table5for information in additional years.)

What’'s Going on with Administrative Claims? Thelargest shareof state
foster care administrative claims—an average of between 68%-75% of those claims
for FY 1999 to FY 2003—are linked to “child placement services.” These include
claims submitted for case planning and management as well as clams for pre-
placement casework. Accordingly, the bulk of foster care administrative claims, at
least inrecent years, reimburses statesfor caseworker time spent making referralsfor
services and developing case plans designed to prevent removal of a child from
his’her home; developing, revising or reviewing a foster child's permanency plan;
preparing for and participating in related judicial proceedings;, making a child's
placement; and for the supervision or management of those cases. Between 3% and
4% of administrative claims for FY 1999 to FY 2003 were related to determining
eligibility for the program and the remainder were claimed under the category of
“other,” which might include setting foster care payment rates and recruiting and
licensing foster care providers.™* (SeeFigure 3 below.)

Figure 3. Average Share of Title IV-E Foster Care
Administrative Claims by Category, FY1999-FY2003

Other
$548 million
28%

Case planning
$985 million
50%

Determine

Eligibility

$80 million
4%

Pre-placement
$358 million
18%

10 Changes in the relative share of administrative and maintenance payment claims are
affected by new reporting requirements that, effective with FY 2000, required states to
submit claimsfor their demonstration projects in a separate category. For purposes of this
discussion, demonstration costs are not included in either administrative or maintenance
payment totals for FY 2000-FY 2003.

1 Based on analysis of administrative claim data provided by HHS for FY 1999-FY 2003
(FY 2003 data are estimates). Comparable administrative claiming data for years prior to
FY 1999 were not available. Some claimsrelated to operation of the State Automated Child
Welfare Information System (SACWIS) are reported by states as administrative claims.
However, HHS generally excludes these costs when it reports the total amount of
administrative claims—as is also done in this analysis and throughout this report.
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Source: Congressional Research Service (CRS) based on Title | V-E Foster Care expenditure databy
administrative claim category (FY 1999-FY 2003) provided by U.S. Department of Health and Human
Services, (FY 2003 data are estimates). Because not all states report administrative spending in each
category and especially because some states report all or most spending as “other,” this figure is
expected to have overstated the “other” categories. If only data from the 40 states (including the
District of Columbia) that reported spending in each of the category for all four years of the analysis
are included the the average FY 1999-FY 2003 shares of spending by administrative category would
be 54% for case planning; 21% for pre-placement; 3% for determining eligibility; and 22% for other.

The cost of foster care“administration” then may be substantially related to the
permanency planning and other requirements imposed by federal law. In 1994
Congressmade provision of pre-placement servicesamandatory condition of funding
(effective no later than thefirst day of FY 1997) and required HHS to establish anew
monitoring system to ensure state compliance with these and other federal child
welfare policies (P.L. 103-432). In 1997, the Adoption and Safe Families Act
increased thefrequency of certain permanency planning requirements (fromevery 18
months to every 12 months) and added new caseworker responsibilities (related to
seeking termination of parental rights).

A second important factor, and onethat clearly skewsthe per-eligible-child cost
of Title IV-E foster care administration, is the ability of states to make “pre-
placement” claims. Federal law requires that the child welfare agency must make
reasonabl eeffortsto prevent theremoval of childrenfromtheir homes. Accordingly,
federal policy permits states to seek reimbursement for applicable costs for these
foster care “candidates’ (e.g., caseworker time related to providing referrals to
servicesor for case planning, etc.).? Theability of statesto claim reimbursement of
such pre-placement costs means that the universe of children for whom states may
make administrative claimsislarger thanthe universe of childrenfor whom they may
make foster care maintenance payment claims. Although hard data on the number
of children for whom states make “candidate” claims are not available, HHS has
recently estimated that in FY 2002 the average monthly number of childrenfor whom
states made candidate claims was 144,600.%

12 Candidates must also meet certain other Title IV-E dligibility requirements, including
those linked to the old AFDC program.

13 A third factor that might affect administrative claims is the practice some states had of
making Title IV-E administrative claims for candidates on a broader basis than HHS now
allowsand also the practice of claiming administrative costsfor otherwise eligible children
who were placed in unlicensed homes (usually those of relatives). HHS has already ended
or (inthe case of claimsfor the otherwise eligible child placed with arelative) is seeking to
end these practices. InJuly 2001, asserting that some states had too expansively interpreted
the meaning of “candidate,” HHS issued a policy announcement (ACY F-CB-PA-01-02)
detailing which children may be considered a candidatefor foster care. Most of this policy
guidance was subsequently incorporated into the official Child Welfare Policy manual,
although provisions that would have denied states the ability to make Title IV-E
administrative claimsfor children living in unlicensed foster care homes were delayed and
then placed on indefinite hold pending release of formal rules. On Jan. 31, 2005, HHS
published anotice of proposed rulemaking concerning TitlelV-E administrativeclaimswith
regard to candidates for foster care, children placed in unlicensed relative homes, and
childrentemporarily movedtoineligible placement settings. HHS estimatesthat the* policy

(continued...)
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Foster Care Costs Projected to Decline. In its March 2005 baseline,
CBO projects the federally eigible foster care caseload will continue to decline,
dipping to 195,000 by FY 2010 and declining further to 162,000 by FY 2015. This
projected declineisconsistent with the Administration’ sassumptionswhich, in both
its FY 2005 and FY 2006 budgets, notes a “ decrease in children and payments’ for
foster carein explaining its estimated total foster care costs for those years.** The
total foster care caseload (both federally eligible and those not eligible) has beenin
decline. However, both the Administration and CBO'’s projected reduction in the
eligible caseload may bein large part due to the program rulesthat requireachild to
have been removed from a family that would have met the income €ligibility
requirements to receive cash aid under the former AFDC program (as they existed
on July 16, 1996). The statute does not provide any mechanism for inflation
adjustment of these 1996 rules. Thus, the amount of money a state used nearly a
decade ago to determine whether afamily was financially needy continues to apply
for purposes of determining Title IV-E foster careeligibility. Becausetherea value
of this dollar amount continues to erode, over time, fewer and fewer children are
expected to be eligible for federal foster care. (For more discussion of the link
between AFDC and Title IV-E €eligibility see The“ L ook Back” below.)

Overall, federal spending for TitlelV-E foster care claims makes up the largest
share of total dedicated child welfare spending but federal spending for Title IV-E
Foster Care is no longer growing and, due largely to the shrinking caseload, is
expected to continue to decline. Administrative claims have recently overtaken
claimsfor foster care maintenance paymentsasthelargest shareof TitlelV-E claims.
Thebulk of theseadministrative claimsarefor case planning and pre-placement costs
associated with federally required protections for children, and some of these costs
are associated with children who are not yet in foster care but who require services
to prevent their removal from the home.

Services for Child Welfare. Federal spending for services more than
doubled (107% increase) between FY 1983 and FY 2003, growing from $363 million
to $750 million. Acrossthissame period, however, the share of total dedicated child
welfare funding appropriated for services declined from just under one-third of the
dedicated dollars (32%) in FY 1983 to 11% of the funding in FY 2003."> One of the

13 (...continued)
clarification” could result in areduction of federal reimbursement for administrativeclaims
of $65-$78 million for FY 2006. See Federal Register, vol. 70, no. 19, pp. 4803-4808.

14U.S. Department of Health and Human Services, Administrationfor Childrenand Families
FY 2005 Budget Justifications, p. C-4 and U.S. Department of Health and Human Services,
Administration for Children and Families FY 2006 Budget Justifications, p. G-5. For
FY 2005 this decrease in the base funding represented $78.7 million; for FY2006 it
represented $210.5 million.

1> For the purposes of this paper, funding for servicesis defined to include grants under the
Child Abuse Prevention and Treatment Act (CAPTA) that are distributed by formulato all
eligible states; and the grants under Title IV-B of the Social Security Act (Child Welfare
Servicesand Promoting Safe and Stable Families), which are also distributed by formulato
all eligible states. (In FY 1983 this category also includes $60 million (valued in constant

(continued...)
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most often repeated criticisms of the federal child welfare funding structure is that
the bulk of the funding is only available once a child has been removed from his or
her home; funding to prevent removal is more limited. This is true, however, as
noted above, a great deal of “foster care” funding in fact supports the work of
developing and reviewing both pre-placement and in-placement service plans, or
activities which might legitimately be called a service. Outside of that critical
support for the logistics of case planning, however, funding for services (e.g.,
counseling, mental health or substance abuse treatment services)—whether intended
to prevent removal (support and preserve afamily) or to allow for reunification or
improve child and family well-being—is relatively scarce.

In 1980 when Congress debated enacting the current Foster Care and Adoption
Assistance programs (P.L. 96-272), the need for services to prevent the removal of
children from their homeswas akey consideration, and Congressincluded anumber
of measures designed to ensure that states used new funds authorized in the
legislation for services (as opposed to foster care). That legidation expressly linked
the TitleIV-B Child Welfare Services program with the new Title IV-E Foster Care
program, capped the amount of Child Welfare Services dollars that states could
spend for foster care, and allowed statesto transfer some of their TitlelV-E fundsfor
use in the Child Welfare Services (Title IV-B) program, under certain conditions.
That is, states that wished to transfer funds were required to have in place certain
protections for children in foster care and also to select a Title IV-E funding ceiling
for agiven fiscal year. If the state had greater claims than the ceiling, it would not
be reimbursed for those costs; if, however, the state submitted fewer claimsfor Title
IV-E funds than its selected ceiling, the extra funds (subject to certain limits) could
be transferred to the state’ s Child Welfare Services (Title IV-B) program. Between
FY 1981 and FY 1991, statestransferred approximately $218 million (or $406 million
measured in FY 2003 dollars) from their Title IV-E funds to the Title IV-B Child
Welfare Services program.’®

Thedesign of thetransfer provisions, however, meant that as appropriationsfor
Title IV-B grew, the value of the transfer to states declined. Although between 20
and 29 states transferred funds under the provision in each of FY 1982-FY 1985, by
FY 1990 just two states transferred any money and effective with FY 1994 Congress
repealed these provisions entirely (P.L. 103-432). Just before thisrepeal, Congress
enacted a significant new source of funding. P.L. 103-66 established Subpart 2 of
Title 1V-B of the Social Security Act and provided funding for family preservation
and family support services. (P.L. 105-89 amended this subpart, renaming it the
Promoting Safe and Stable Families Program, adding new funding, and requiring

15 (_..continued)
FY 2003 dallars) in funds that states transferred from Title IV-E to Title IV-B under a
special incentive program that no longer exists.)

16 p.L. 96-272 provided that state foster care funding ceilings were mandatory in any year
for which the Title IV-B appropriation reached its full authorization level. This occurred
inoneyear only (FY 1981). Thetransfer provisions, and the methods by which a state could
choose agiven funding ceiling are described in U.S. Congress, House Committee on Ways
and Means, Green Book 1990, pp. 775-776.
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states to spend some funds on two new categories. time-limited (15 months)
reunification and adoption promotion and support.)

Despitetheseefforts, dedicated child welfarefunding for servicesremainssmall
relative to funding for Adoption Assistance and Foster Care. The most obvious
reason for the difference isthat none of the dedicated service fundingisavailable on
an open-ended basis, and with the exception of some of the Promoting Safe and
Stable Families Program money, none is mandatory. Authorization of open-ended
mandatory funding allows actual funding to move with changesin the value of the
dollar (inflation/deflation), size of the eligible population, and changes in program
requirements. By contrast, discretionary funding authorization mean that each year,
the needs of a given program will be weighed against a multitude of other
discretionary budget needs. And while a mandatory capped funding authorization
usually guaranteeaminimum level of money will beavailable, it doesnot necessarily
provide for increases to match inflation or new program costs. (See Table 2 for
description of kinds of funding authorizations.)

Congresshasconsistently used the discretion afforded by CAPTA and TitlelV-
B of the Social Security Act to fund grants under these programs below their full
authorization levels. Child Welfare Services (Title 1V-B, Subpart 1) has been
authorizedtoreceive $325 millionin every year since FY 1990 but itsfunding peaked
in FY1994 at $294 million; in FY 2005 it received $290 million. Laying aside the
differencein the value of $325 million in FY 2005 compared to itsvaluein FY 1990,
this means that actual appropriations for this program peaked at about 90% of its
funding authorization and have since declined. Evenlessof the program’ sauthorized
fundshave been appropriated under CAPTA. InFY 1996, when CAPTA fundingwas
first appropriated under the current grant structure, actual funding was $58 million
—or roughly one-third (35%) of the $166 million authorized. While this may have
been a program low point, the recent high point—$102 million appropriated under
CAPTA in FY2005—represents only about one-half (51%) of the $200 million
authorized beginning in FY 2004."" Finally, while the mandatory portion of funding
for the Promoting Safe and Stable Families program grew in each year for which the
authorizing statute provided that it woul d, additional discretionary appropriationsthat
were first authorized for FY 2002 have ranged between roughly one-third and one-
half of the total $200 million authorization level.

Overall, funding for services in child welfare has lagged far behind growth in
funding for Foster Care and Adoption Assistance—despitealonger standing funding
authorization and a great deal of rhetorical support. Thetype of funding authorized
(i.e., mostly discretionary) is akey distinction that explains much of this difference

' Total CAPTA funding was authorized at $166 million for FY 1996 and such sums as
necessary for FY 1997-FY 2001. Program funding authorization had expiredfor FY 2002 and
FY 2003, although Congress continued to fund the program at prior year levels. For FY 2004
CAPTA was authorized at $200 million and it is authorized at such sums as necessary for
FY 2005-FY 2008. TheFY 2005 comparison of appropriated to authorized funding level then
usesthe most recent specific amount of authorized funding. In addition, because of the way
the authorization level is written in the law, the comparison is made between funding
authorization and appropriation for three CAPTA grants, even though only two of theseare
distributed to al eligible states by formula.
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Non-Dedicated Funding

Non-dedicated federal funding for child welfare purposesisfunding that is not
solely authorized for child welfare purposes but which states may choose to draw
down or expend for those purposes. Non-dedicated sources of federal child welfare
funding include: Temporary Assistance to Needy Families (TANF), Medicaid, the
Social ServicesBlock Grant (SSBG), Supplemental Security Income (SSI) and Social
Security Survivors Benefits.®® Therearevirtually no federal reporting requirements
that providedatafor an analysisof state child welfareagencies use of non-dedicated
federal funding sources. However, since 1996 the Urban I nstitute has conducted four
surveysof state child welfare expenditures and these surveysprovidethe best overall
picture of the use of non-dedicated federal funds for child welfare.

For statefiscal year (SFY) 2002, state child welfare agenciesreported spending
at least $4.8 billion from these non-dedicated funding sources alone. However, not
all state agencies were able to report the amount of spending out of each of these
funding streams and because spending by other state agencies (e.g., the TANF
agency) may also support child welfare purposes, this number should be viewed as
alow estimate of total non-dedicated federal funding of child welfare.*®* Based on
the available information, the median share of total federal child welfare spending
derived from non-dedicated federal funding equaled nearly half of all the federa
dollars (47%) expended by state child welfare agenciesin SFY 2002. However, the
use of non-dedicated federal funding by each state varied considerably from a high
of 75% of total federal child welfare funds expended in Alabamato less than 2% of
total federal child welfare funds expended in North Carolina® (See Table6.)

'8 For children who are eligible for SSI (Title XV of the Social Security Act) or Social
Security Survivors Benefits (Title 11), states may act as the “representative payee” of this
money on behalf of the child. The right of states to act in this capacity, and to use these
fundsto reimburse their foster care costs on behalf of that child was recently upheld by the
U.S. Supreme Court Washington State v. Keffler, 537 U.S. 371 (2003).

19 Calculated using data collected by Urban Institute for its survey of state child welfare
agencies expenditures in SFY 2002.

% Readers should also bear in mind that there was considerabl e range (28%-79%) acrossthe
statesin their reliance on federal (as opposed to state and local) fundsfor all child welfare
spending. For moreinformation, see Scarellaet al., Protecting Vulnerable Children 1V, pp.
9, and 22-28.
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Table 6. Non-Dedicated Federal Spending

by State Child Welfare Agencies
(as reported by states to the Urban Institute for SFY 2002)

Share of total Federal Child State
Welfar e spending from non-
dedicated sour ces # Name ($ amount in millions)
71%-75% 2 | Alabama ($132), Tennessee ($139)
) New Hampshire ($18), Oregon ($116), South Carolina
66%-70% 4 ($113), Wyoming ($10)
6196-65% 4 Idaho ($18), lowa ($91), Rhode Island ($51), Virginia

($137)

Arizona ($89), Colorado ($103), Massachusetts ($149),
56%6-60% 7 | North Dakota ($14), South Dakota ($14), Texas ($306),
West Virginia ($51)

Georgia ($121), Kansas ($59), Nebraska ($32), New

51%-55% 6 | York ($737), Oklahoma ($67). Vermont ($23)
26%-50% 6 Alaska ($15), District of Col umbia($36), Florida ($215),
New Jersey ($87), Utah ($27), Washington ($95)
] Illinois ($311), Michigan ($191), Minnesota ($94),
A1%-45% 4 Pennsylvania ($274)
: Kentucky ($48), Louisiana ($47), Maryland ($74),
36%-40% S | Mississippi ($13), Nevada ($17)
31%-35% 1 | New Mexico ($14)
26%-30% 2 | Indiana ($32), Missouri ($90)
2106-95% 4 | Montana (%5), Hawaii ($9), Wisconsin ($38), California
($430)
16%-20% 1 | Delaware ($3)
11%-15% 1 | Maine ($7)
6%-10% 2 | Arkansas ($4), Ohio ($33)
1%-5% 1 | North Carolina ($3)
1

Data not available Connecticut

Source: Table prepared by the Congressional Research Service (CRS). Based on data reported to
the Urban Institute for its survey of state child welfare agency expendituresin SFY 2002.

Note: The percentage (and dollar amounts) shown are based on the total money reported by a state
as spent by the child welfare agency out of TANF, SSBG, Medicaid, SSI, and Social Security
Survivors Benefits as a share of its total reported federal child welfare spending (dedicated, non-
dedicated and “other”). Some states used one or more of these funding streams but were not able to
report the exact amount. (See, for example, stateslisted as“Data not available” in Tables 7 and 10
of thisreport.) For these states the totals shown in this table are based on the federal child welfare
spending they reported and categorized. Much of the “other” funding may well be non-dedicated
funds that states were not able to categorize by funding stream. However, as this category was
believed to include CAPTA funds and may also have included other dedicated child welfare funding
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(availableto certain states or localities on a discretionary basis) it was excluded from the calculation
of astate’ snon-dedicated federal fundstotal. For more complete detailson this spending, readers are
encouraged to see Scarellaet al., The Cost of Protecting Vulnerable Children IV, pp. 22-30.

The Urban Institute surveys demonstrate the growing importance of non-
dedicated fundsto state child welfare programs, show the great variation in their use
by states, and indicate that in recent years the largest growth in spending of federal
fundsfor child welfare purposes has occurred not with dedicated child welfarefunds
but instead with TANF and Medicaid. Information on state child welfare agencies
use of TANF, SSBG and Medicaid is discussed below.

Temporary Assistance to Needy Families (TANF). TANF (TitlelV-A
of the Social Security Act) isfunded on amandatory basis and its basic block grant
is capped at $16.5 billion annually.?* Federal reporting requirements for the TANF
block grant group spending for child welfarein ageneric “other” category and so do
not permit analysisof TANF spending for child welfare purposes. However, dataon
child welfareexpenditurescollected by the Urban Institutefor statefiscal years 1996,
1998, 2000 and 2002, showed adeclinein state use of TitleIV-A (now TANF) funds
for child welfare purposes between 1996 and 1998, but an increase in every
subsequent survey.” Based onits most recent survey, the Urban Institute reports that
inSFY 2002, public child welfare agenciesspent $2.7 billionin TANF fundsfor child
welfare purposes. (Thisincludes $431 millionin TANF fundstransferred to SSBG
and expended from that fund for child welfare purposes.) This spending represented
roughly one-quarter (24.1%) of all federal resources spent that year by statesfor child
welfarepurposes. Theextent to which each state used TANF fundsfor child welfare
ranged from 50% of al federal funds used for child welfarein New York to 0% in
Nebraska.® (See Table 7 for more information.)

21 See CRS Report RL 32748, The Temporary Assistance for Needy Families (TANF) Block
Grant: A Primer on Financing and Requirements of State Programs, by Gene Falk.

2 Scarellaet a., Protecting Vulnerable Children 1V, p. 24.

3 Figures are based on data provided by the Urban Institute from its survey of SFY 2002
child welfare spending. The exact amounts and percentages differ slightly from what is
reported by Urbanin Scartellaet al., Protecting Vulnerable Children 1V because that report
excludes TANF funds transferred to SSBG (and used for child welfare purposes) in its
discussion of state TANF spending for child welfare.
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Table 7. TANF Spending by Child Welfare Agencies, by State
(as reported by states to the Urban Institute for SFY 2002)

Share of total Federal State
Child Welfare spending
from TANF # Name ($ amountsin millions)

46%-50% 1 [New York ($690)

41%-45% 7 |Arizona ($72), Florida ($191), Pennsylvania ($261), Texas
($220), Virginia ($97), West Virginia ($38), Wyoming ($6)

36%-40% 1 |Michigan ($171)

31%-35% 0 |—

26%-30% 4 [ldaho ($8), Kansas ($30), Kentucky ($35), North Dakota ($7)

21%-25% 4 |Georgia ($50), Illinois ($168), Oklahoma ($28), Oregon ($44)

16%-20% 8 |Alabama ($34), Hawaii ($6), lowa ($24), Maryland ($34),
Montana ($4), New Jersey ($35), South Dakota ($5),
Wisconsin ($30)

11%-15% 6 |Alaska ($5), California ($236), District of Columbia ($11),
Louisiana ($13), South Carolina ($23), Washington ($28)

6%-10% 10 |Arkansas ($3), Colorado ($11), Indiana ($10), Mississippi
($3), Missouri ($27), Nevada ($3), Ohio ($25), Rhode Island
($8), Utah ($6), Vermont ($4)

1%-5% 6 |Maine ($3), Minnesota ($9), New Hampshire ($1), New
Mexico ($1), North Carolina ($3), Tennessee ($8)

0% 1 |Nebraska ($0)

Dataincomplete 3 |Connecticut, Delaware, Massachusetts

Source: Table prepared by Congressional Research Service (CRS). Based on data reported to the
Urban Ingtitute for its survey of state child welfare agency expendituresin SFY 2002. Thedollar and
percentage amounts shown here include all TANF dollars expended by the child welfare agency,
including those that were first transferred to the Social Services Block Grant (SSBG).

What Authority Permits Use of Tanf for Child Welfare Purposes?
Current law permits states to use TANF funds for child welfare purposesin several
ways. Theseinclude—

e provision of certain services that are consistent with the general
purposes of TANF;

e provision of services previously authorized under a state's
Emergency Assistance plan as it was in place before enactment of
P.L. 104-193 (which replaced the prior federal program of AFDC as
well asthe related Emergency Assistance and JOBS programs with
the TANF block grant); and

o transfer of limited TANF fundsto the SSBG grant (which explicitly
allows funding of arange of child welfare purposes).
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Thefirst stated purpose of TANF isto “ provide assistance to needy families so
that children may be cared for in their own homes or in the homes of relatives.”*
Federal guidance released with the final rules for the TANF block grant expressly
note that under this purpose certain child welfare costs, including “family
preservation activities, such as counseling, home visits, and parenting training ...
[are] allowable TANF costs because they are reasonably cal cul ated to enable achild
to be cared for in hisor her own home.”# In addition, this guidance noted, that while
paymentsfor out-of-home placement (e.g., foster care mai ntenance payments) arenot
allowed under thegeneral purposesof TANF, statesthat provided for these payments
asapart of their pre-existing Emergency Assistance plan could continueto use Title
IV-A funds (now TANF) for thispurpose. Nearly all states made some provision for
both family preservation services and foster care payments as part of their pre-
existing Emergency Assistance plans.®® Finally, P.L. 104-193 provided that states
could transfer up to 10% of their TANF fundsto SSBG. Transferred funds may not
be used to serve any families with incomes over 200% of the federal poverty level,
but beyond this restriction, may be used for any of that block grant’s broad social
service purposes. The use of SSBG for child welfare purposes is discussed below.

Future Availability of TANF for Child Welfare Purposes? Although
initial concernsthat the economic recessionin 2001 would reduce the availability of
TANF funds for child welfare purposes appear to have been unfounded (at least for
most states), child welfare advocates and administratorsremain uncertain about their
long-term accessto these funds.?” Current proposalsto reauthorize the TANF block
grant include more stringent work requirements (H.R. 240, S. 6, S. 105, S. 667),
which may require states to allocate more of the block grant toward employment
related services only. Moreover, the proposed funding for the basic block grant
remains at the FY 1997 appropriation level, which represents an estimated 17%

4 Section 401(a)(1) of the Social Security Act.

% Federal Register, vol. 64, part 2, Apr. 12, 1999, p. 17762. The guidanceindicatesthat in
certain cases, this kind of service to afamily is an alowable cost even when the child is
temporarily placed out of the home (but only if the serviceisprovided in order to reunitethe
family). See pp. 17822-17823. Each June, HHS requires states to report their intended
spending for child welfare services (by categories and anticipated sources of funding) for
the upcoming federal fiscal year. Between FY 2001 and FY 2002 states anticipated an
increased reliance on federal fundsto provide both family preservation and family support
services and the number of states reporting their intention to use TANF to fund these
services (especially family preservation) jumped significantly. See Analysis of States'
Annual Progress and Services Reports and Child and Family Services Plans (1999-2002),
James Bell Associates, Apr. 5, 2002.

% State Emergency Assistance plans defined eligibility for assistance and the length of time
that assistance could be provided. Therulesthat werein place beforethe creation of TANF
must also be applied when TANF funds are used. While Emergency Assistance was
generally defined as a support offered to meet a temporary need, some offered this
“temporary aid” for aslong as 12 months. In addition, while income and/or resource tests
were used in some state EA plans, many provided that certain categories of children or
families were eligible, e.g., children at risk of abuse or neglect, children who had recently
been maltreated, or children receiving state-funded foster care maintenance payments, etc.

" Scarellaet a., Protecting Vulnerable Children 1V, p. 24.
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decreasein the purchasing power of thisgrant (through FY 2005). At the sametime,
H.R. 240 and S. 105 would amend the purposes of TANF to make“child well-being”
the overarching goal of the program.

Social Services Block Grant (SSBG). Title XX of the Social Security Act
authorizes the Socia Services Block Grant (SSBG), under which states may fund a
broad range of social services. SSBG is funded on a mandatory, capped basis,
beginning with FY 2002, SSBG has been funded at $1.7 billion annually.?® States
receive an allotment of thistotal funding based on their relative share of the national
population and they do not need to provide matching funds. For FY 2002, states
reported expending more than $518 million in SSBG-appropriated funds—or just
under one-third (31%) of the total SSBG appropriation—for child welfare purposes.
However, more than half (53%) of all the dollars states transferred to SSBG for
FY 2002 were used for child welfare services, and when these TANF-appropriated
dollars are added, the total SSBG expenditure for child welfare purposesin FY 2002
risesto just over $1.0 billion (or 39% of total SSBG expenditures).”

Spending for the three child welfare services that appear to have common
reporting categoriesin FY 1979 and FY 2002 (adoption services, foster care-children,
and protective services-children) was $480 million in FY 1979 and $258 million in
FY 2002 (without counting TANF transfer dollars spent on these purposes).®
However, states were much more likely to report spending TANF-transfer dollars
(rather than SSBG-appropriated funds) for these three child welfare services. When
TANF transfer dollars are included, FY2002 spending out of SSBG for these
purposes rises to $634 million.

What Authority Permits Use of SSBG for Child Welfare Purposes?
The use of Title XX funds to provide child welfare services—particularly child
protection and foster care—islongstanding but theamount of funding available under

% As ageneral rule, capped mandatory (or entitlement) funds are provided at the level of
their entitlement cap in each given fiscal year. Funding for SSBG however has sometimes
risen above or fallen below its entitlement ceiling. And in some years, Congress has
adjusted the SSBG entitlement ceiling to match thelevel of appropriated SSBG funds. See
CRS Report 94-943, Social Services Block Grant (Title XX of the Social Security Act), by
Melinda Gish.

2 These amountsand percentages are cal cul ated from Table 3-1 of the SSBG Annual Report
2002 and are based on the six service categories identified by HHS in an Apr. 2004
conference presentation as child welfare services. These categories of services are:
Adoption, Foster Care-children, Home-based, Independent Living/Transitional, Prevention
and Intervention, and Protective Services-children. While services in a few of these
categoriesmay have been provided for other than child welfare purposes, additional service
categories that were not included (e.g., counseling and case management) may have been
used for child welfare purposes. Finally, states reported a mixture of itemsin the “ Other”
services category, including, in at least one case, “adoption subsidies.”

% Expenditure data by Title XX service category is available for FY 1979, after which no
comparable data are available until FY1998. The amount of FY 1979 spending for these
three servicesis shown in nominal dollars ($480 million—equal to $1.2 billion in FY 2003
dollars) and was calculated based on the share of total funding reported as expended for
these purposes in that year multiplied by total FY1979 Title XX funding.
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this Title has declined significantly. An original purpose of the Title XX Social
Services program (created by P.L. 93-647), and which remains a purpose under the
current SSBG (created by P.L. 97-35), was the provision of services designed for
“preventing or remedying neglect, abuse, or exploitation of children and adults
unable to protect their own interests, or preserving, rehabilitating or reuniting
families.”' Stateuse of SSBG for servicesto child welfareclientsvariesin both size
and kind of service. In FY 2002, according to the data reported to HHS, 40 states
used some SSBG funds for child protective services, 35 for foster care, 35 for
prevention/intervention services, 35 for home-based services, 31 for adoption
services, and 17 for independent/transitional living.*

Statesreported to the Urban Institutethat spending of SSBG-appropriated funds
by the state child welfare agency accounted for a high of 34% (MA) to alow of 0%
(MT, NE, NC, and RI) of all federal fundsit spent in SFY2002. (See Table8.)

Table 8. SSBG-Appropriated Funds Spent

by Child Welfare Agencies, by State
(as reported by states to Urban Institute for SFY 2002)

Share of total federal
Child Welfare spending
from SSBG—

State

appropriated funds # Name ($ amount in millions)
31%-35% 2 | Idaho ($10), Massachusetts ($84)
26%-30% 2 | Louisiana ($31), Mississippi ($10)
21%-25% 1 | South Dakota ($5)
16%-20% 1 | Virginia($40)
11-15% 13 | Alabama ($23), Alaska ($4), Colorado ($25), Delaware ($3),

[linois($89), Indiana($14), lowa($17), Maryland ($31), New
Jersey ($21), Tennessee ($22), Vermont ($6), Washington
($28), West Virginia ($13)

6-10% 13 | Arizona, ($16) California($162), Georgia ($16), Hawaii ($2),
Kentucky ($8), Minnesota($16), Missouri ($26), Nevada($4),
New Hampshire ($3), New Mexico ($3), North Dakota ($2),
Oregon ($13), Wyoming ($1)

1-5% 14 | Arkansas ($1), District of Columbia ($1), Florida ($10),
Kansas ($6), Maine ($1), Michigan ($20), New York ($47),
Ohio($7), Oklahoma($6), Pennsylvania($10), South Carolina
($5), Texas ($8), Utah ($2), Wisconsin ($7)

0% 4 | Montana ($0), Nebraska ($0), North Carolina ($0), Rhode
Iiand ($0)
Data not available 1 | Connecticut

Source: Table prepared by the Congressional Research Service (CRS). Based on data reported by
statesto the Urban I nstitute for itssurvey of state child welfare agency expendituresin SFY 2002. The
datashowninthistablereflect only SSBG spending for child welfare purposesfrom funds specifically

3 Section 2001(3) of the Social Security Act.
¥ Table 3-1 of the SSBG Annual Report 2002.
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appropriated for SSBG. They do notincludefundstransferred to SSBG from TANF and subsequently
spent under SSBG rules for child welfare purposes.

Note: Datain thistable are not directly comparable to the data reported to the U.S. Department of
Health and Human Services (HHS) and which are also discussed in the text. Among the reasonsfor
this are—differences in reporting/surveying requirements and the fact that the data reported to HHS
arefor thefederal fiscal year 2002 whilethe datareported to the Urban I nstitute are for the state fiscal
year.

Future Availability of SSBG for Child Welfare Purposes? In 1979,
when Congress debated the legidlation that would put in place much of the current
child welfare financing structure, Title XX funding totaled close to $3 billion (or
roughly $7.8 billion in FY 2003 dollars) and some 16% of this funding was used by
states for services categorized as adoption, foster care and child protective services
($480 million in FY 1979 dollars; $1.2 billion in FY 2003 dollars). Citing concerns
about the decline in the value of social services funding due to inflation, Congress
(as part of the same law that created the federal adoption assistance program and
established federal foster care as an independent program), raised the mandatory
funding level for the Title XX program.** Following aninitial decline, P.L. 96-272
specified that funding for the program was to rise to nearly $3.4 billion by FY 1985
(P.L. 96-272).* In 1981, however, P.L. 97-35 repealed the prior Title XX program
replacing it with SSBG. Funding under the new block grant was set at $2.4 billion
for FY1982 (or nearly $1 hillion less in nomina dollars than was available in
FY1979). Nomina dollar funding for the program rose as high as $2.8 billion by
FY 1990, but began to decline in FY 1996 and by FY 2001 had reached $1.7 billion
and has remained at thislevel through FY2005. (See Table9.)

% U.S. Congress, House Committee on Waysand M eans, Social Servicesand Child Welfare
Amendments of 1979, report to accompany H.R. 3434, 96" Cong., 1% sess., H.Rept. 96-136,
p. 34; U.S. Congress, Senate Committee on Finance, Adoption Assistanceand Child Welfare
Act of 1979, report to accompany H.R. 3434, 96" Cong., 1% sess., S.Rept. 96-336, pp. 59-61.

* U.S. Congress, Conference Committee, conference report to accompany H.R. 3434, 96"
Cong., 2" sess., H.Rept. 96-900 (Washington, GPO, Apr. 28, 1980), pp. 60-63. The Title
XX entitlement ceiling for the program was to rise to $3.3 billion for FY 1985. However,
the law also included under Title XX a separate $16.1 million in entitlement funding for
social services in the territories and separate matching funds for training (estimated $75
million). Funding for these separate accounts (which isalso included in the approximately
$3 billion shown for FY1979 Title XX funding) was rolled into the single $2.4 billion
entitlement ceiling when the SSBG was created.
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Table 9. Funding Level for the Social Services Block Grant in
Nominal and Constant (FY2003) Dollars, Selected Years

Funding level
(in billions)

Fiscal year Nominal Constant
1983 $2.7 $5.0
1986 $2.6 $4.3
1989 $2.7 $4.0
1992 $2.8 $3.7
1995 $2.8 $3.4
1998 $2.3 $2.6
2001 $1.7 $1.8
2003 $1.7 $1.7

Source: Table prepared by the Congressional Research Service (CRS). Thenominal dollar valueis
the amount appropriated in the given fiscal year. The constant dollar is the value of that amount of
money if it had been appropriated for FY 2003.

In sum, the current child welfare financing structure was created in a context
where funding for a range of child welfare services was expected to be available
through Title XX, and in which the value of funding under the program was
expected, at least, to keep pace with inflation. Overal, while Title XX (SSBG)
remains an important source of funding for child welfare agencies, especialy with
regard to child protective services, its value has declined greatly and its significance
asashare of total federal child welfare funding is declining.

Medicaid. Medicaid (Title XIX of the Socia Security Act) is funded on an
open-ended basisthat permitsstatesto claimfederal reimbursement for certain health
care related costs made on behalf of eligible (generaly low-income, aged, blind, or
disabled) individuals. Eligibleclaimsfor servicesarematched at 50%to 83% (higher
for states with low per capitaincome and vice versa) and at 50% for administrative
claims. Total federa program outlayswere $148 billionin FY 2002 and are expected
to rise to $188 hillion in FY 2005.

The Urban Institute reports that state child welfare agencies expended $1.1
billion in federal Medicaid funds for child welfare clients in SFY2002. Between
SFY 1996 and SFY 2002, Medi caid spending by child welfare agenciesincreased 41%
(based on datafrom 39 states). Between SFY 2000 and SFY 2002, however, half of
the states (25) reported an increase in Medicaid spending by their child welfare
agency; 12 statesreported adecrease over those two years and five statesreported no
change.

Aswith other non-dedicated sources of child welfare funds, Medicaid spending
by child welfare agencies varies greatly by state. For SFY 2002, Tennessee reported
that as much as 55% of the total federal resources expended by its child welfare
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agency were from Medicaid, while eight states reported no such Medicaid spending.
(See Table 10).*

Table 10. Medicaid Spending by Child Welfare Agencies, by

State
(as reported by states to the Urban Institute for SFY 2002)

Share of total federal Stat
Child Welfare ae
spending from
medicaid # Name ($ amountsin millions)

51%-55% 2 |Rhode ldand ($41), Tennessee ($103)

46%-50% 3 | Nebraska ($30), New Hampshire($13), South Carolina ($84)

41%-45% 1 | Alabama ($75)

36%6-40% 1 | Colorado ($67)

31%-35% 5 | District of Columbia ($24), lowa ($47), Minnesota ($69), Oregon
($55), Utah ($19)

26%-30% 1 |Vermont ($13)

21%-25% 5 |Georgia ($54), Massachusetts ($61), Nevada ($10), Oklahoma
($29), Washington ($40)

16%-20% 6 |Alaska($6), Kansas ($23), New Mexico ($8), North Dakota ($5),
South Dakota ($4), Wyoming ($3)

11%-15% 2 | New Jersey ($29), Texas ($70)

6-10% 1 |Missouri ($31)

1-5% 8 |Cadlifornia ($33), Delaware (%), Florida ($4), Idaho ($1), Illinois
($36), Maine ($1), Maryland ($9), Pennsylvania ($3)

0% 8 |Arkansas®, Kentucky, Louisiana, Montana, New York, Ohio®,
Virginia, Wisconsin®

Data not available 8 |Arizona, Connecticut, Hawaii, Indiana, Michigan, Mississippi,
North Carolina, West Virginia

Source: Table prepared by the Congressional Research Service (CRS). Based on data reported by
states to the Urban Institute for its survey of state child welfare expenditures in SFY2002. Dollar
amounts shown reflect only those that were expended viathe child welfare agency. Does not include
Medicaid spending for routine health checkupsand procedures. Spending variesby state for anumber
of reasons, including that not all statesrequire the child welfare agency to provide M edicaid matching
fundsfor certain servicesto child welfare clients and not all states include the same optional services
intheir Medicaid state plan.

a. Delaware reported spending $257,000 (1.3% of its total federal child welfare spending) out of
Medicaid.

b. Arkansas, Ohio and Wisconsin each reported spending some Medicaid funds ($109,000, $1.5
million, and $367,000, respectively) but in each state this spending totaled | ess than one-half of
1% of the total federal child welfare spending.

What Authority Permits Use of Medicaid for Child Welfare
Purposes? Medicaid isacomplex program. Thekinds of services available and

% Scarellaet al. The Cost of Protecting Vulnerable Children 1V, pp. 26-27.
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the eligible populations for those services vary by state. Foster care or adopted
childrenwho meet thefederal Foster Careor Adoption Assistance programeligibility
criteriaareautomatically deemed eligiblefor M edicaid services, and most foster care
or adoptive children who are not deemed so eligible are expected to be eligible under
Medicaid’ s own program rules.*

As the obligation of Medicaid to provide routine or preventive health care
services to eligible foster and adoptive children is expressly made in the law,
discussion of state child welfare agency spending on Medicaid doesnot refer to costs
associated with this health care. However, states use Medicaid to fund certain other
health care related services, including, according to the Urban Ingtitute,
transportation, rehabilitative services, targeted case management, and therapeutic and
psychiatric services provided in residential treatment facilities. These are generally
optional services that some or al states may choose to provide under their state
Medicaid plan. The optional nature of these services helps to explain some of the
variety in the Medicaid spending for child welfare across all states.®

Future Availability of Medicaid for Child Welfare Purposes? The
Bush Administration hasin recent years sought to reduce claims madefor foster care
children under certain optiona services of Medicaid, including targeted case
management. The Administration’s FY 2006 budget proposes to reduce the amount
of federal matching funds most states may claim for targeted case management
services and also to clarify reimbursement policies for both targeted case
management and rehabilitative services.®® The Administration projects savingsof $3
billion over five yearsfrom these proposals. Because these servicesare availableto
many more Medicaid-eligibleindividual sthan foster care children, the share of these
savings expected to come from state child welfare agency budgetsisnot known. At
the same time, this budget proposal illustrates the uncertainty that can surround the
availability of non-dedicated federal funding sources for child welfare.

Proposals for Change

Proposals intended to ater federal child welfare financing have focused
exclusively on dedicated funding under Title IV-B and Title IV-E of the Social
Security Act. However, the discussion of child welfare agencies use of non-
dedicated federal fundsindicatesthat any of these proposed changes would occur in
acontext of greatly varied use of these other federal funds.

% Federal law requiresthat children who are adopted out of foster care, but who do not meet
federa eligibility requirementsfor adoption assistance be provided with either Medicaid or
a comparable health care plan. See also CRS Congressional Distribution Memorandum,
Medicaid Eligibility for Foster Care Children vis-a-vis the President’s FY2004 Reform
Proposals for Title IV-E and Medicaid, by Elicia Herz and Karen Spar, May 23, 2003,
(available from the authors).

" For additional reasons and discussion, see Scarella et al., The Cost of Protecting
Vulnerable Children 1V, pp. 26-27.

% U.S. Department of Health and Human Services, Centers for Medicare and Medicaid
Services, FY2006 Budget, Congressional Justifications, pp. 92-93.
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Many of the recent proposals to change the federa child welfare financing
structure have sought to amend the eligibility requirements for the Title IV -E foster
care and adoption assistance programs (specificaly to end the “look back
provision™). Other proposals have sought to cap (or block grant) funding for some
or al of the Title IV-E Foster Care program, which is currently funded on an open-
ended basis. Still othershave sought new mandatory open-ended funding streamsfor
particular services (e.g., subsidized guardianship), new mandatory capped funding
for particular purposes, and other funds that would be made available only to those
states that improve their performance in specific areas (incentive funding). The
following section discusses some of the issues raised by the kinds of proposals
made.*

The “Look Back”. Foster (and most adoptive) children for whom the state
may claimfederal reimbursement of costsunder TitlelV-E of the Social Security Act
must meet certain eligibility requirementsof the now defunct AFDC asthat program
existed on July 16, 1996 (in the given state). These program rules include
determinationsthat (1) thefamily from which a child was removed would have been
found “needy” under the 1996 income standards in the state's AFDC program; (2)
the child is“deprived” of parental care or support because one of the child’ s parents
isabsent from the home, incapacitated, dead, or unemployed; and (3) the child meets
age rules (under 18 years of age for most children).

Recent financing proposal s have sought to changethelink from the prior AFDC
program rulesto the current state TANF program rules, or to remove any link to other
programs for eligibility. However, because foster care and adoption assistance are
funded on an open-ended basis—states may seek reimbursement for all eligible
claims—any change to the dligibility rules that increases the number of eligible
children represents an additional cost to the federal treasury. Thus, a number of
proposal sthat removethelink entirely have been coupled with someform of funding
cap and/or reduction in federal matching fundsfor eligible claims. Proposalsto link
TitleIV-E ligibility to TANF would likely have acost aswell. The exact effect of
this change on eligibility ratesis hard to predict, although the cost is presumed to be
less.

Policymakersfirst established federal funding for foster carein the early 1960s.
At thetime, child welfare advocates were concerned that no arrangements to ensure
the safe and proper care of children were being made by states that routinely denied
cash ad (i.e,, AFDC) to families, including children, upon deeming a home
“unsuitable.”* The practice reached national attention in 1960 after anewly passed

% A capsule review of financing proposalsin the 108" Congressisincluded in Scarella et
a., TheCost of Protecting Vulnerable Children, Appendix C, pp. 66-68. For adetailed side-
by-side of current law and two major proposalsin the 108" Congress, request a copy of the
CRS Congressional Distribution Memorandum, Child Welfare Funding in Titles 1V-B and
IV-E of the Social Security Act and as Separately Proposed by the Pew Commission on
Children in Foster Care and by the Child SAFE Act of 2004 (H.R. 4856), by Emilie
Stoltzfus, Aug. 4, 2004.

“0 The program was called Aid to Dependent Children (ADC) at thistime. 1t was renamed
(continued...)
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Louisiana state law effectively removed 22,501 children from the state’'s welfare
caseload by declaring as “unsuitable’ any home where a mother bore a child out of
wedlock after receiving a cash aid check. Further investigation revealed that other
stateshad similar lawsor policiesin placethat denied aid to needy children. TheU.S.
Department of Health Educationand Welfare (HEW, predecessor to HHS) responded
to the controversy by informing states that as of July 1961, if a child otherwise
eligiblefor AFDC was denied aid because his’her home was declared unsuitabl e, the
state would be out of compliance with federal policy and thus ineligible for any
federal reimbursement of their AFDC costs. The new regulation provided that
assistance to such achild must be continued “during the time efforts are being made
to either improve the home conditions or to make arrangements for the child
elsewhere.”

Responding in turn to this federal regulatory move, Congress acted to ensure
that states received funding for any foster care placements that might be expected to
result from the new AFDC policy. In essence, federal cash aid was to follow the
needy child to a new suitable home and thus the link between open-ended federal
funding for foster care and eligibility for cash aidd AFDC was established at the
beginning of the program.** In 1980, when Congress established Foster Care as an
independent program and created the Adoption Assistance program (P.L. 96-272),
it relied on the prior law to establish for what group of children the federal
government would share financial responsibility. Subsequently the 1996 law (P.L.
104-193), which abolished the AFDC program and replaced it with TANF,
mai ntai ned thisconnection by including the* ook back” provision. Thecontinuation
of a link between a newly abolished program and an on-going program likely
occurred asamatter of |egidlative convenience, and because the cost of changing the
link was unknown.®

“0 (...continued)
Aidto Familieswith Dependent Children (AFDC) by the 1962 Public Welfare Amendments
(P.L. 87-543).

4 U.S. Department of Health, Education and Welfare, “Denial of Aid to Dependent
Children,” Social Security Bulletin, July 1961, p. 19; Louisiana Department of Public
Welfare, Twenty-Fourth Annual Report, July 1, 1960-June 30, 1961, pp. 5-6; Elizabeth
Wickenden and Winifred Bell, Public Welfare: Time for a Change (New Y ork: Columbia
University Press, 1961), pp. 1-2.

“2 |nitially (P.L. 87-31) a child was €ligible for federal foster care aid only if the family
he/she was removed from had been receiving cash aid just prior to the child’ sremoval. P.L.
90-248 (enacted Jan. 1968) expanded the eligibility criteriato include children who would
have been declared needy under the state’s AFDC program rulesif they were still living in
their homes and if an application for this aid had been made. When Congress created the
Adoption Assistance program in 1980, it largely mimicked the then existing foster care
program with regard to establishing eligibility.

“3 A number of thewelfare reform proposals under discussion in 1995-1996 included major
changes to child welfare financing—including a block grant of al identified child
protection/child welfare related funding streams. These changes would have removed
income eligibility requirements. However, they did not become a part of thefinal law and,
in the end, Congress appears to have sought a status quo solution by continuing to link

(continued...)
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Virtually no one believesthat thelook back to arepealed program makes sense
today. Apart from administrative costs and presumed difficulties of determining
eligibility based on rules of a no longer existing program, given the lack of any
inflation-adjustment, the pool of TitlelV-E eligible children could eventually shrink
to zero. Thiswill result in a shift of costs to states and/or to non-dedicated federal
funds (e.g., TANF). In 1996, when the look back was established, the median state
need standard under AFDC (for afamily of three) equaled 60% of thefederal poverty
level; by 2005 that median was 48%.* This means that in as many as 25 states,
eligibility for the TitleIV-E foster care program may only be established for children
removed from familieswith incomeslessthan half thefederal poverty level (roughly
$8,000/year for afamily of three).” In FY 2003, an estimated 46% of all childrenin
foster care nationally were eligible for federal foster care maintenance payments.
Thisis down from the mid- to late-1990s when the share of all foster care children
eligible for Title IV-E support ranged from 51%-55%, but higher than the mid- to
late-1980s when that rate ranged between 35%-40%.%

While the first consideration is often cost, the most basic question concerning
changingthelook back provisionis—for which children doesthefedera government
believe there is an obligation to provide some support for foster care and adoption
assistance? Proposals to link foster care and/or adoption assistance digibility to
current state TANF rules seek to maintain afederal commitment to support the needs
of children from the poorest families. Removing all income eligibility ruleswould
havethe advantage of eliminating the administrative burden of determining program
eligibility and would suggest afederal commitment to the protection of all children
inneed of foster care. Atthesametime, becausefewer than half of al foster children
are now eligiblefor Title IV-E Foster Care payments (estimated 46% for FY 2003),
without other changes to the law, elimination of any income test could double (or
more) the cost of the federal foster care program. Federa eligibility under the

3 (...continued)
eligibility for most federal adoption assistance and all federal foster care to the old AFDC
program rules.

44 Calculations are based on an annualized monthly need standard for afamily of three and
the federal poverty guidelines for afamily of three. Some states had more than one need
standard (e.g., need was considered to vary by location in state); this analysis relieson a
U.S. Department of Healthand Human Services(HHS) compil ation of 1996 need standards,
which assigned a single need standard to represent the entire state.

> The need standard is the maximum level of counted income that a family may have and
still be considered needy. Some states determined the amount of benefitsavailablein away
that meant not all “needy” families received cash aid (i.e., state need standard was higher
than its maximum cash benefit). However, for purposes of Title IV-E, a child may be an
eligible child if the family income met the state’s need standard (that is regardless of
whether or not the family would have been eligible for a cash benefit).

“6 Readers should be aware that data on the share of all foster care children who are eligible
for Title IV-E maintenance payments are notoriously bad, that the share of these “I1V-E
eligible” children varies greatly by state, and also may vary depending on source of data.
The national percentages discussed here are based on a comparison of the total estimated
foster care caseload on the last day of the given year compared to the average monthly
number of children for whom IV-E claims were made in the same given year.
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adoption assistance program is estimated to be closer to 74%; thus, costs for this
program would rise significantly, albeit not asdramatically. Accordingly, proposals
to remove all income digibility for these programs have sought to simply cap the
amount of fundsavailablefor the programs, and/or to reduce or neutralize cost to the
federal treasury by reducing the federal matching rate for certain foster care and
adoption assistance clams.

Home of Removal and the Rosales Decision. In both its FY 2005 and
FY 2006 budgets, the Bush Administration has proposed amending the statute to
“clarify” Title IV-E €eligibility rules that relate to a child’s “home of removal.” No
legislation hasyet beenintroduced. However, as stated in the budget documents, the
intent of such legislation would beto effectively nullify aMarch 2003 decisioninthe
Ninth Circuit Court (Rosalesv. Thompson, 321 F. 3d. 835). Inits FY 2006 budget,
the Administration projects the savings for the proposed “clarification” of this
statutory language to be $399 million for five years. (CBO projects the savings at
close to the same amount for those five years—$431 million.)*

Prior to Rosales, HHS had held that statesmay only clam Title IV-E eligibility
if achild would have been €eligible for AFDC (as the program existed on July 16,
1996, in the given state) in the home from which the child was removed for hisher
protection. TheRosalesdecision, however, heldthat if thechild wasnolonger living
inthe home considered unsafe but wasinstead living with another relative at thetime
his/her parental home wasfound unsafe (i.e., contrary to hisor her welfare), then the
child’s Title IV-E eligibility could be based on the relative’ s home (rather than the
homefound to beunsafe). Under AFDC program rulesachild whoisnot living with
his/her biological parentsbut isliving with aspecified relative would nearly always
be considered eligible for cash aid.*® Thus the Rosales decision could expand the
ability of states in the Ninth Circuit (Caifornia—where the case originated;
Washington, Oregon, Arizona, Montana, ldaho, Nevada, Alaska, Hawaii) to
determine that children are éligible for Title IV-E foster care.

HHS hasinstructed statesin the Ninth Circuit that they areto amend their plans
to comply with this court decision. State claims under this revised definition of
eligibility are expected to have only recently been made (if they have been made at
all) and the process of changing state plans and modifying how digibility
determinations are done is presumed to be ongoing for most states in the Ninth
Circuit. In the meantime, HHS notes that states outside the Ninth Circuit may not

47 U.S. Department of Health and Human Services, Administration for Children and
Families, “CBO Estimatesfor Foster Care & Adoption Assistance, Mar. 2005 baseline, Re-
estimate of Administration Proposals,” FY2006 Budget Justifications, G-13. Theestimated
“savings’ cited hererelates to “budget authority.”

“ This is due to how income and resources are counted. For a child living with his or her
parents, the income and resources of the parents must be considered in determining AFDC
eigibility. For achild not living with hisor her parents but who is living with a specified
relative, only the income or resources of the child need be considered.
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alter their state plans in this same way but must continue to determine éligibility
based on the child’ s home of removal.*

The Rosales decision would primarily impact projected federal child welfare
funding if legislation to make the statutory clarification is not made. Asresponded
to by HHS, the decision effectively establishes different rules for AFDC dligibility
in the Ninth Circuit states than for those in the rest of the nation. Statesin other
Circuits may also choose to challenge the HHS interpretation of the statute (with
regard to home of removal and determining AFDC eligibility) but it isnot clear that
another court would reach the same conclusion as did the Rosales court. For Ninth
Circuit statesthe decision (unless nullified by Congress) would allow greater access
to Title IV-E funds and could change policy and practice with regard to relative
placements.

Capping or Block Granting Foster Care Funds. Advocates of capping
funding for foster care argue that doing thiswould give statesmoreflexibility in how
they spend federa child welfare dollars and that it would be consistent with the
federal government’s commitment to ensuring that foster care remains atemporary
setting for most children. (Recent proposals have not suggested capping Adoption
Assistancefunding.) Opponentsof the block grant argue that afunding cap amounts
to thefederal government reneging on itscommitment to protect vulnerable children
—even in the best run state child welfare agency, casel oads may rise, and children
who must be removed from their homes need to be provided carein any case. Many
also question whether these proposals meaningfully increase state flexibility in use
of child welfare funds and they fear that block granting will ultimately mean less
federal money for foster care than would otherwise be the case.

Amount and Distribution of Capped Foster Care Funding. Proposals
to cap or block grant foster care funding have usually based those capped funding
levels on recent expenditure amounts and have made some provisionsto expand the
amount of funding (using an inflation adjustment or other method) over a fixed
period of time. Because federal foster care spending has been declining—and is
expected to continue to do so—choosing a base historical spending period is an
increasingly critical part of any financing proposal. In addition, the share of funds
each state is expected to receive from this grant remains akey question. Here again,
recent proposalstypically rely on past state expenditures, or astate’ sshare of overall
past expenditures (for agiven period) to establish distribution of capped funds. For
a host of reasons—because states are eligible to receive different federal matching
rates, because they have shown different ability to draw down federal funding,
because they have made different choices about which federal funding sources to
pursue, because foster care reimbursement claims (within a given state) are
notoriously uneven from year to year, and because some states have experienced
recent changes in the size of their caseloads that effect the distribution of funds
(stateswith casel oad growth get moredollars; those with declinesfewer)—thispiece

9 See U.S. Department of Health and Human Services, Administration for Children and
Families, ACY F-CB-IM-04-03, Feb. 27, 2004, avail ableonlineat [ http://www.acf.dhhs.gov/
programs/cb/laws/im/im0403.pdf].
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of any financing proposal isaso critical. (See Appendix C for Title IV-E funding
amounts, and overall share, by state, for FY 2001-FY 2003.)

Setting total funding at or slightly above current spending for a program and
establishing distribution of that money based on prior distribution patterns has the
strong political advantage of ensuring no (or limited and measured) increased cost
to the federal treasury enabling a guarantee that no state sees a reduction in nominal
dollars available for foster care. At the same time, freezing the distribution levels
based on the amount of past clams made by a given state locks in any current
inequitiesinthefederal child welfarefinancing structureand providesno mechanism
for changesin need for federal funding based on demographic changes (e.g., size of
child population, or the number of poor children in each state may shift over time),
foster care caseload spikes, or other factors not currently identifiable. (See
Appendix D, for hypothetical distributions of foster care funds using a variety of
baseline data.)

Some proposals have suggested availability of contingency funds to meet
unanticipated caseload spikes. Critical questions regarding contingency proposals
include when could the funds be accessed (e.g., what indicates that a caseload spike
isoutside of the control of the child welfare agency), how much contingency funding
should be available, and are there other unpredictable circumstances that might
require access to contingency funds?

Flexibility. In the context of changing how federa child welfare funds are
distributed, “flexibility” usually means nixing the look back provision (states could
serve children without regard to the 1996 eligibility provisions of the now defunct
AFDC program) and allowing statesto spend what are now foster care program funds
on any of the broad range of child welfare purposes, including services. Some
proposals have coupled broader eligibility for TitlelV-E foster care (either complete
removal of the income test or modernizing the test by allowing states to use their
TANF income rules) with continued open-ended funding for foster care, and
authorization of new open-ended and/or capped mandatory funding for new services
or other child welfare purposes. These proposals would grant states flexibility to
spend federal dollars on more children and for a greater number of purposes
(although those purposes would remain defined by the federal government) and
would generally expand the use of federal funds to permit this flexibility. Other
proposals have advocated allowing states to spend federal funds on any foster care
child and for a broad range of services, while simultaneously seeking to cap foster
care funding and/or reduce the share of federal funding available for every eligible
child. Thusthese proposals attempt to permit flexibility with little or no increasein
the amount of federal funding for child welfare.

Proponents of flexibility as part of capped funding proposal's suggest that this
changewould allow statesto spend money on children beforethey areremoved from
the home and thusto prevent their removal and costly placement in foster care. They
cite the continued desire of states to waive program rules and spend Title IV-E
dollars on a range of services as an indication of states' belief that they can
accomplish more with the same money if they have flexibility to spend funds how
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they choose.® In addition, they might point to the ability of states to redirect
spending currently used to determine eligibility (under 1996 AFDC program rules)
to provide services. Between FY 1999-FY 2003, state and federal spending (split 50-
50) for eligibility determinations averaged $177 million annually. Thisis asmall
share of the overall foster care administrative cost; at the sametimeitissignificantly
more than the combined funding available to states under CAPTA in FY 2005 ($70
million).

Critics of capped funding proposals argue that the authority to use program
funds for the whole range of child welfare services could prove an empty promise
given that no, or relatively modest, new funds would be available. While they
acknowledge that a decrease in the size of a state’' s foster care caseload could give
states some flexibility, they also point out that any unplanned increase in the size of
the casel oad would apparently constrain state flexibility in spending morethan isthe
case now. Further, no one has proposed a reduction in the far more costly federal
program rules related to case planning; indeed many of these rules are aimed at a
central goal of the child welfare system—achieving timely permanency for children
in care. Between FY1999-FY 2003, the average annual total case planning and
management costs for Title IV-E-eligible children alone was $2.0 billion. Asthis
cost, and the still more costly provision of room and board (the FY 1999-FY 2003
average annual federal and state maintenance payment costs for Title IV-E €eligible
children was $3.4 billion) will remain relatively unchanged, critics charge that
finding money to spend on prevention of placement might not be possible.

Flexibility and Kind of Funding. With regard to federal dedicated child
welfarefunding, programsthat grant statesthe greatest degree of choicein how they
spend their money are the least well funded and have discretionary appropriations
(i.e., CAPTA and Child Welfare Services under Subpart 1 of Title IV-B), while the
programs that most constrain state choice in spending receive open-ended funding
(i.e., theTitlelV-E Foster Care and Adoption Assistance programs) and offer states
virtually no ability to direct how they use these dollars (outside of waivers). There
issomelogicto this; federal lawmakersliketo know what they are buying. Without
aclosely defined program authority, an open-ended funding streamisakintowriting
a blank check (limited simply by the ability of states to imagine ways to spend the
money and providetheir own matching dollars). To protect thefederal treasury then,
lawmakers create rules that limit the federal matching rate, and closely define on
whose behalf the money may be used and for what purposes. By contrast, fixed

%0 Under Section 1130 of the Social Security Act, states may seek waivers of certain federal
child welfare rules (contained in Title IV-B and Title IV-E of the Social Security Act) to
demonstrate innovative ways of using federal child welfare funds. Compared with states
that sought toimplement waiversfor what HHS defined asa*“ managed care” demonstration
project (generally services made available for various subsets of children viaa contracted
private provider), states that operated flexible funding waivers (generally a range of pre-
placement or in-placement servicesmadeavailableto maltreated children, thoseat imminent
risk of placement and those in placement via a local/county public child welfare agency)
were more likely to complete the five-year waiver term and to seek its renewal. Brief
descriptions of these waivers are available on the HHS/ACF Children’ s Bureau website at
[http://www.acf.dhhs.gov/programs/cb/initiati ves/cwwai ver/summary.htm] .
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funding programs may simply offer dollarswith the directive that states spend these
resources to achieve certain broad purposes.

For some, the appeal of capped funding—provided it is available on a
mandatory instead of a discretionary basis—is that states may create a plan of
services within the guaranteed funding level. With regard to child welfare services
in particular, defining eligible children and families and the servicesfor which child
welfare should pay, is sticky. In general, any child may be the victim of abuse and
neglect by a family member. The fact that poor children tend to experience
maltreatment more often than those who are not poor does not mean that all or even
most poor children are maltreated; neither does it mean that no child from amiddie
or high income family will experience such maltreatment. Thus eligibility for
services related to child welfare needs tends to be broadly written and the need for
such a service is essentially decided by the caseworker (based on social work
principles). Further, many services (e.g., counseling, mental health treatment,
substance abusetreatment), might be considered the primary function of other public
agencies. Does the child welfare agency—and by extension federal child welfare
funding—bear responsibility for these service costs? Or should the responsibility of
the child welfare agency beto simply bring the child or parent to the service (paid for
out of another public source)? And if the service, which might be costly, doesn’t
exist (e.g., no appropriate substance abuse or mental health treatment servicescan be
accessed), isit the job of the child welfare agency, and by extension federal child
welfare funds, to build such capacity?

Capped mandatory funding could relieve federal lawmakers of some of these
eligibility and service need decisionsand, might also alow statesto design programs
that mesh best with their own needs and resources. At the sametime, if the amount
of funding is decided without regard to current resources and needs, or if it is static
(meaning its value does not at least rise with inflation) it would seem to give states
less opportunity to alter the status quo.

Accountability. Advocates of change to the federal child welfare structure
have not called for less accountability but—in keeping with the proposed shift to cap
more of the dedicated child welfare funding—the meaning of accountability has
shifted from fiscal rules to outcome measures. Indeed, over more than two decades,
Congress has established mandatory data reporting for child welfare agencies,
required establishment of a new federal review system to gauge how well states
achieve the goals of federal child welfare policy, and has added significant new
program rules intended to better ensure the goals of safety and permanency for
children are achieved. Whilethereis broad bipartisan appeal and support for these
efforts, thefocus on accountability without significant new funding to achieve higher
standards (likethediscussion of flexibility without new funding) hasdrawn criticism
from some advocates as well as those policymakers who believe the system is
fundamentally underfunded.

Calls for New Funding Sources. Some proposals have called for new
funding tied to achievement of specific goals(e.g., lower caseworker to client ratio),
or achievement of certain outcomes (e.g., reduced length of stay). Other recent
proposals have supported new or increased access to federal funds for training of
child welfare workersor to implement program improvements. The most ambitious
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proposals have sought new open-ended funding for particular categories of services
or individuals, including subsidized guardianship.

Incentive or Performance Funding. Onthewhole, proposalsfor thistype
of funding are relatively small in scale and may be popular with both those who
believe the current system is adequately funded, as well as with those who think it
is underfunded. The enactment of Adoption Incentives (P.L. 105-89), which
provides bonus funds to states that increase the number of children who are adopted
out of public foster care, coincided with continued and expanded growth in these
adoptions, and encourages the idea of performance funding.® Along with the
significant task of ensuring that whatever measureisused adequately reflectsastate’ s
true performance, incentive proposalsmust be designed to avoid perverseincentives.
(For instance, if astate isto be rewarded for reducing the amount of time achild is
in foster care, how will the state’ s performance be measured and will thisincentive
encourage the state to reunify a child too quickly, compromising his’her safety.)

While many of these performance funding proposals would roughly follow the
Adoption Incentives model—authorizing a relatively small pot of funding to be
divvied out to states that meet the performance goals—a much broader kind of
performance funding proposal would link significant parts of existing federal funds
to achievement of certain performance goals. Although no formal legislation of this
type has been offered, informal proposals have suggested maintaining open-ended
funding for foster care but linking the amount of federal matching fundsto the state's
achievement of a specific outcome for a specific foster care child. (As a purely
hypothetical example: a state could receive a 75% federal match of program costs
for achild during thefirst year of his/her stay infoster care; thisfederal match would
be reduced to 50% if the child remained in care for more than three years, and to 0%
for a state extending more than five years.)

Subsidized Guardianship. New spending for subsidized guardianship has
been the focus of numerous proposals in recent years. Guardianship is a lega
relationship that grants custody and decision-making rights (e.g., with regard to
education) to an adult caretaker of achild. Proponents argue that federal support of
guardianship for childrenwho cannot otherwise be adopted and who might otherwise
remain for many yearsin foster care, is consistent with the federal goal of finding a
permanent homefor every foster carechild. Currently, fivestatesare operating under
waivers of the Title IV-E program that alow them to use Title IV-E funds for
subsidized guardianship (IL, MT, NC, NM, OR). Requests from two additional
states (MN, WI) to implement such waivers have been recently approved and at | east
six additiona states (AK, 1A, ME, MI, NJ, VA) have similar requests pending.*

> For moreinformation, see CRSReport RL 32296, Child Welfare: The Adoption Incentives
Program, by Kendall Swenson.

%2 Two additional states completed five-year waivers of which guardianship was a
component. These states either withdrew their original request for an extension (MD) or
were not granted an extension of the waiver (DE).
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Eleven states use TANF to fund subsidized guardianship, and at |east one state (SD)
uses SSBG funds for this purpose.®

There appears to be broad sympathy for the provision of subsidized
guardianship; however, the cost of a new open-ended program continues to raise
concerns. Proponents argue that in addition to better meeting the needs of children,
the cost of guardianship (primarily dueto less case management cost) isfar lessthan
foster care. Thus, moving a child out of long-term foster care into permanent
guardianship saves money. Opponents might suggest that because many times
guardians are relatives, these family members should bear the largest responsibility
for the cost of raising their kin and, further, that such caretakers, regardless of their
own income, are usually eligible to receive TANF cash aid on behalf of the child
(child-only benefits).

Conclusion

Federal policymakersmay chooseto alter how dedicated federal fundsfor child
welfare purposesare made avail ableto states. Thischange might be prompted by the
belief that the current system encourages states to over rely on foster care or
otherwise hampers states ability to achieve positive outcomes for children and
families. Alternatively, more limited change may be tied to the concern that the
federal statute currently links states’ ability to receive their largest share of child
welfare funds to static 1996 income rules and that if unchanged, this provision (the
“look back”) will erode federal support for children in need of protection. Any
changes made to the amount and/or distribution of dedicated federal child welfare
fundswould occur inthe context of greatly varied use by states of other federal funds
for child welfare, particularly TANF, Medicaid, and SSBG. Thevaried use of these
non-dedicated funds and their less certain availability for child welfare purposes,
adds complexity to the picture of federal support for child welfare.

Congress could choose to eliminate or replace the look back provision and to
leave unchanged the current structure for distributing child welfare funds. For
instance, they could strike the look back entirely or they could replace the current
AFDC link with alink to TANF, to a given percent of the federal poverty level, or
to some other eligibility standard. Costsfor these optionswould vary in relation to
their effect on the size of the eligible Title IV-E caseloads (more children eligible -
more cost and vice versa). But any of these options would address the declining
federal support for foster care and adoption assistance that appears inherent in the
look back provision and would not need to address other aspects of the current
distribution of federal funds dedicated to child welfare (e.g., mix of open-ended
mandatory, capped mandatory, and discretionary funds).

%3 Children’ s Defense Fund, State Subsidized Guardianship Laws At a Glance, Oct. 2004.
Of the stateslisted inthisreport asusing TANF for subsidized guardianship programs, only
NJis now seeking aTitle IV-E waiver to fund this purpose. However, one of these states
(IN) had (at least temporarily) stopped adding new children dueto areduction in available
TANF funds, at least half made guardianship payments under thefoster care payment level,
and not all of them directed this guardianship assistance to children leaving foster care.
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M ore sweeping changes, asincluded in several recent proposals, would greatly
expand Title IV-E eligibility but would reduce the resulting cost to the federal
treasury by capping certain funds and/or reducing the federal matching rate for some
program purposes. If policymakers choose to design more sweeping changesto the
federal child welfare structure, they may need to explore for what purposes federal
child welfare funding might best be provided on acapped basis (affording statesthe
greatest ability to direct the use of these funds); if there are certain categories for
which they want to insist that states must spend a certain amount of federal dollars
(e.g., family preservation services, adoption promotion and support, or training for
child welfare workers who assess need for services); and if there are categories for
which the federal government should open, or keep open, its checkbook (e.g.,
subsidized guardianship, foster care room and board, case planning for childrenin
foster care, adoption assistance).
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Appendix A

Congressional Interestin Child Welfare, Selected Legislation
Titlesreferenced in thistable are a part of the Social Security Act

1912 | P.L. 116 establishes the federal Children’s Bureau to investigate and report on all
matters relating to the welfare of children (P.L. 116).

1935 | TitleV, Part 3 of the original Social Security Act (P.L. 271) authorizesfederal Child
Welfare Services funding “for the protection and care of homeless, dependent, and
neglected children, and children in danger of becoming delinquent.”

1961 | States are given the temporary option to seek federal funds for a child placed in
foster care—provided that the child was removed from a home in which he/she was
eligible for Aid to Dependent Children (ADC) and that a judge had determined that
remaining in that home was “ contrary to the welfare” of the child (P.L. 87-31).

1962 | P.L. 87-543 authorizes Federal foster care payments on a permanent (indefinite)
basis as part of the newly renamed Aid to Families with Dependent Children (AFDC)
program; also requires coordination between Child Welfare Servicesand servicesoffered
under AFDC.

1967 | Federal foster careédligibility expanded toincludeachild who would have been eligible
for AFDC if an application for this aid had been made; Child Welfar e Services moved
toanew TitlelV-B; Emergency Assistanceiscreated (aspart of TitlelV-A) (P.L. 90-
248, passed Dec. 1967, signed into law Jan. 1968).

1974 | Child AbusePreventionand Treatment Act (P.L.93-247, CAPTA) enacted, requiring
states to have procedures for receiving and investigating reports of child maltreatment.

1975 | Title XX created with an annual $2.5 billion funding ceiling. (It primarily replaces
what, between 1963-1972, had been open-ended funding of social servicesto AFDC and
“potential” AFDC recipients.) Among itsfive broad goalsare“preventing or remedying
neglect, abuse or exploitation of children and adults unable to protect their own interest,
or preserving, rehabilitating and reuniting families’ (P.L. 93-647).

1980 | The Adoption Assistance and Child Welfare Act (P.L. 96-272), a keystone of the
current federal child welfare structure creates a federal adoption assistance program,
establishesfederal foster careasan independent program (both placed inanew Title
IV-E), and links these programs to a revamped Child Welfare Services program
under TitlelV-B. Fundingfor TitlelV-Eisopen-ended; funding for TitlelV-B authorized
on a discretionary basis at $266 million. The law intends to discourage foster care
placement and increase the use of preventive services. It authorizesfunding mechanisms
designed to encourage states to offer certain protections to a greater number of children
infoster care and to cap their foster care spending. Thelaw further providesthat capped
mandatory funding for Title XX Social Servicesistoriseto $3.3 billion by FY 1985.

1981 | TheSocial ServicesBlock Grant (SSBG) consolidatessever al social servicespending
streamsintoarewritten Title XX but maintainsthe purposesof the prior program. The
SSBG funding ceiling is set at $2.4 billion for FY 1982 rising to $2.7 billion by FY 1986
(P.L. 97-35).

1986 | Federal (capped, mandatory) fundsfor servicesto help foster careyouth, age 16 and
older, make the transition to independent living authorized on a temporary basis
(P.L. 99-272); Department of Health and Human Servicesrequired to establish an
Advisory Committee to make recommendations on data collection and to issue final
rules for mandatory collection of adoption and foster care data (P.L. 99-509). Final
regulationsimplementing the resulting Adoption and Foster Care Analysisand Reporting
System (AFCARS) were issued in Dec. 1993.
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1993

Grantsfor family preservation and family support services authorized with annual
mandatory funding set at $60 million for FY1994 rising to at least $255 million by
FY 1998. Independent living servicesauthorized on apermanent basi swith annual capped
mandatory funding of $70 million (P.L. 103-66).

1994

HHS required to create and issue formal regulations for a new review system to
better assess state compliance with federal child welfare policy (final regulationsissued
Jan. 2000); effective no later than Oct. 1, 1996, child protections extended to all
children in foster care, and states are required to have pre-placement prevention
services; HHS authorized towaivecertain TitlelV-B or | V-E requirementsto allow
up to 10 states to demonstrate innovative use of federal child welfare funds (P.L.
103-432).

1996

Personal Responsibility and Work Opportunity Act (PRWORA) repeals AFDC and
Emergency Assistance and creates the Temporary Assistance for Needy Families
(TANF) block grant. Eligibility for federal foster careand (most) adoption assistance
remainslinked to the income and family structurerules of theold AFDC program
(asthey werein place in given state on July 16, 1996) (P.L. 104-193).

1997

Adoption and Safe Families Act (ASFA) increases frequency of case planning
procedures, requiring an initial plan within 12 months or removal (rather then 18) and
renames this process “permanency” planning; institutes Title IV-E rulesintended to
ensur esafety of child ispre-eminent concerninall placement decisions; requiresstates
toinitiatetermination of parental rightsproceedingsfor each childin foster care 15
of thelast 22 months, unless good cause not to do so; establishes Adoption Incentives
to pay states bonuses for increasing the number of children adopted out of public foster
care; requiresannual report of stateachievement of required outcomesfor children;
extendsauthorization of Subpart 2 of TitleV-B, renaming it the Promoting Safe and
Stable Families, requiring state to use funding for two new categories of services—
adoption promotion and support and time limited reunification—and raising
mandatory funding cap to $305 million by FY 2001; expandsauthority of HHSto issue
waivers of 1V-E or 1V-B rules to include up to 10 demonstration projects each year
through FY 2002 (P.L. 105-89).

1999

Capped entitlement funding for independent living servicesdoubled to $140 million
annually and services available expanded, and services for youth who exit foster care
without a permanent home are required; renames the program Chafee Foster Care
Independence (P.L. 106-169).

2001

Promoting Safe and Stable Families program amended to provide additional
discretionary authorization of $200 million annually; establishes discretionary
funding authorization ($60 million annually) for education and training vouchers
for Chafee foster care youth (P.L. 107-133).

Source: Congressional Research Service (CRS).
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Appendix B

Recent and Proposed Funding For Child Welfare—Funds
Distributed on a Discretionary or Competitive Basis

Fingl fundjng by fiscal year
(in millions of dollars) President’s
FY 2006
Program 2002 2003 2004 2005 request
Title1V-B of the Social Security Act
Child Welfare Training 8 7 7 7 7
Mentoring Children of Prisoners 0 10 50 50 60
Title 1V-E of the Social Security Act
Adoption Incentives | 43 43 8 32 32
Child Abuse Prevention and Treatment Act

Discretionary Grants

(for research and demonstration) 26 34 34 32 32

Victims of Child Abuse Act
Children’s Advocacy Centers 9 11 13 15 12
Court Appointed Special Advocates 12 12 12 12 12
Training for Judicial Personnel 2 2 2 2 2
Other programs

Abandoned Infants Assistance 12 12 12 12 12
Adoption Opportunities 27 27 27 27 27
Adoption Awareness 13 13 13 13 13

Source: Table prepared by the Congressional Research Service (CRS).
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Appendix C—Federal Funds Dedicated to Child
Welfare, Distribution by State
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CRS-58

Appendix D—Actual Distribution of Foster Care
Funds and Hypothetical Distributions of Capped
Foster Care Funds

The purpose of the hypothetical distributions shown in this Appendix is not to
suggest that funding should be capped or that any of the hypothetical distributions
shown in this Appendix are the appropriate way to distribute funds or that the
FY 2003 funding level is an appropriate one to use. Rather, these hypothetical
distributions are included to illustrate the critical importance of the factors used to
distribute capped funds, how those factors may change over time, and, for those
distribution methodsreferencing past (historical) expenditures, the significanceof the
year or years selected.

TableD-1 showsactual fundinglevel and distribution of TitlelV-E Foster Care
funds to each state for FY1999-FY 2003. (FY 2003 is the most recent Title IV-E
expenditure data available.)

TableD-2 showstheactual distribution of TitleV-E Foster Carefundsto each
state for FY 2003 along with five hypothetical distributions. Total funding for each
of the hypothetical distributions is the FY 2003 federal funding level, however the
distributionisbased on astate srelative shareof certain child populations. Theseare
— (1) dl children in the nation (including Puerto Rico) as shown by the 1990 census;
(2) dl children in the nation (including Puerto Rico) as shown by the 2000 census;
(3) dl childrenin foster care as of the last day of FY 2001; (4) al children in foster
care as of the last day of FY2003; and (5) the average number of all foster care
children for FY 2001-FY 2003.

These hypothetical distributions demonstrate both the significance of the kind
of factors used to determine how states receive funds and the way these factors can
change with time.

TableD-3 showstheactual distribution of TitlelV-E Foster Carefundsto each
state for FY 2003 and shows five hypothetical distributions. The total funding for
each of thesehypothetical distributionsisthe FY 2003 federal funding level, however
the distribution (or relative share of the funds) is based on the state' srelative share
of all federal foster careclaimsin (1) FY 1999; (2) FY 2000; (3) FY 2001, (4) FY 2002
and (5) average distribution of average funding for FY 1999-FY 2003.

These hypothetical distributions demonstrate the variation in level of claims
made by states from year to year and thus emphasi ze the significance of the year or
time period selected if funds were to be based on historical distributions.
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