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In 1981, the community services block grant replaced eight federal 
categorical programs and gave states primary administrative respon- 
sibility. States’ authority was greatly expanded over their limited in- 
volvement in the prior program, and federal funds accompanying block 
grant implementation were substantially below the categorical levels. 
The 13 states GAO visited generally did not use their own funds to offset 
reduced federal support during 1982 and 1983, but 9 did institute new 
poverty-based formulas for distributing funds to grantees. 

Community action agencies remained the predominant local service 
providers, but 91 percent of these agencies in the 13 states received less 
funds in 1983 than in 1981, with most experiencing reductions of 25 to 
50 percent. The 47 local organizations GAO visited reported a wide 
variety of changes. Many had developed alternative funding sources and 
increased the use of volunteers to adjust for reduced funds, and most 
reported changes in staffing levels, services provided, and service delivery 
methods. 

While local organizations remained the principal decision makers con- 
cerning service priorities and delivery, states began to assert their 
management prerogatives. Although different approaches were used, all 
13 states had developed or planned to devise new administrative 
procedures and all had offered multiple opportunities for public input into 
decision making. Overall, state officials were pleased with the block grant, 
while most interest groups preferred the prior approach. Many interest 
groups were concerned about state funding decisions and the impact of 
the block grant on the groups and individuals they represented. 
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General Accounting Office review the implementation of the block 
grants created by the Omnibus Budget Reconciliation Act of 1981. 
The enclosed report provides comprehensive information concern- 
ing the progress states are making in implementing the community 
services block grant. It is one of several reports being issued 
on block grant implementation. 

Copies of this report are being sent to the appropriate 
House and Senate committees: the Secretary of Health and Human 
Services; the Director, Office of Management and Budget; and 
the governors and legislatures of the states we visited. 
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COMPTROLLER GENERAL'S COMMUNITY SERVICES BLOCK 
REPORT TO THE CONGRESS GRANT: NEW STATE ROLE BRINGS 

PROGRAM AND ADMINISTRATIVE 
CHANGES 

DIGEST ------ 

The Omnibus Budget Reconciliation Act of 1981 
substantially changed the administration of 
various federal assistance programs by con- 
solidating numerous categorical programs into 
block grants and shifting primary administra- 
tive responsibility to states. This report-- 
which focuses on the community services block 
grant (CSBG)-- is one of a series GAO is issu- 
ing to give the Congress a status report on 
block grant implementation. 

GAO did its work in 13 states: California, 
Colorado, Florida, Iowa, Kentucky, Massachu- 
setts, Michigan, Mississippi, New York, Penn- 
sylvania, Texas, Vermont, and Washington. 
Together these states account for about 43 
percent of the national CSBG 1983 appropria- 
tions and about 48 percent of the nation's 
population. While these states represent a 
diverse cross-section, GAO's work cannot be 
projected for the entire country. 

STATES ASSUME A NEW ROLE 

The federal government has funded community 
services since 1964, when the Office of Econo- 
mic Opportunity was established by the Econo- 
mic Opportunity Act to administer several pro- 
grams aimed at eliminating poverty. This 
office was abolished in 1975, and the Com- 
munity Services Administration was established 
to administer programs authorized by the 1964 
act. Through these programs a wide variety of 
services and activities were provided to the 
poor I including education, housing, and em- 
ployment. Also, financial assistance was pro- 
vided to community-based organizations to 
mobilize resources and coordinate government 
and other available programs, 

Under both federal agencies, almost all grants 
were made directly to local providers. 
States' roles were essentially to provide 
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liaison activities and other suppc.:t func- 
tions, usually through grants to state eco- 
nomic opportunity offices, Additionally, few 
states had state-supported community services 
programs. As a result, most states had 
limited experience administering community 
services programs and no existing framework 
for planning community services. 

CSBG replaced eight federal categorical pro- 
grams and gave states broad authority, within 
certain legislative limits, to allocate funds 
to local organizations and administer the pro- 
gram. The CSBG legislation has a purpose 
similar to that of the prior programs-- 
ameliorating the causes of poverty--but it 
abolished the Community Services Administra- 
tion and assigned federal oversight to the Of- 
fice of Community Services within the Depart- 
ment of Health and Human Services. Like the 
predecessor programs, CSBG funds are used to 
support a wide range of services and activi- 
ties. 

For fiscal year 1982, $366 million was appro- 
priated for CSBG, which was about 30 percent 
below the $525 million appropriated in fiscal 
year 1981 for the prior categorical programs. 
For fiscal year 1983, the Congress appro- 
priated $361 million for CSBG. In addition, 
$25 million was appropriated through the Emer- 
gency Jobs Appropriations Act (jobs bill). 
For fiscal year 1984, $352 million was appro- 
priated. 

STEPS TAKEN BY STATES DO NOT 
OFFSET REDUCED-FEDERAL SUPPORT 

In their new role, states had the authority to 
make community services funding decisions. 
Despite substantially reduced federal funds, 
however, the 13 states generally chose not to 
use their own funds to offset reduced federal 
support. None of the 10 states without state- 
supported community services activities before 
the block grant initiated state-supported 
funding for such activities during 1982 and 
1983. In the three states that previously 
supported community services, state funding 
continued, but decreased or remained rela- 
tively stable between 1981 and 1983. Also, 
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only 1 of the 13 states transferred funds from 
other federal block grant programs to CSBG 
during 1982 or 1983. 

Seven states required service providers to 
contribute some matching funds, but none im- 
posed a larger match than required for the 
majority of categorical funds and therefore 
did not offset reduced federal funds. On the 
other hand, the existence of categorical funds 
available during early CSBG implementation 
helped providers adjust to lower funding 
levels, but such categorical funds had largely 
dissipated by 1983. Additionally, jobs bill 
funds provided added resources. (See pp. 11 
to 14.) 

MOST STATES ADOPT NEW METHODS 
FOR DISTRIBUTING FUNDS 

Because states' involvement in prior community 
services programs was minimal, most had few 
ties to established distribution patterns. 
The 1981 block grant legislation and later 
amendments provided some continuity in service 
providers by requiring states to pass 90 per- 
cent of their allocations to certain types of 
organizations funded under prior programs. 
Although this requirement limited states' 
flexibility in deciding which entities could 
receive these funds, states had broad discre- 
tion over how to distribute funds among these 
entities. 

States generally chose not to adhere strictly 
to the funding patterns established for the 
prior categorical programs and instead insti- 
tuted new methods for distributing 90 percent 
of their community services funds. While each 
state's method contained some unique aspect, 
by 1983, 9 of the 13 states moved to formulas 
based in whole or in part on the incidence of 
poverty. These formulas typically included 
factors, such as minimum funding levels, to 
help ease the transition and avoid severe 
changes in individual providers' funding. 
(See pp. 14 to 17.1 
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l4OST PROVIDERS RECEIVE LESS FUNDS 

The new distribution formulas combined with 
the substantial decline in federal funding 
created numerous changes in the funding of 
individual providers. 

As total community services funding decreased, 
91 percent of the community action agencies 
(CAAs) in the 13 states sustained funding re- 
ductions, with larger CAAs experiencing the 
deepest cuts. However, CAAs funded under 
prior categorical programs remained by far the 
largest class of service provider. In 1981 
and 1983, CAAs received about 80 percent of 
all CSBG funds awarded in the 13 states. 

Other types of entities experienced more 
severe funding reductions than CAAs. While 
less than one-quarter of CAAs in the 13 states 
received funding reductions of 50 percent or 
more between 1981 and 1983, more than half of 
limited purpose agencies, Indian tribes, and 
other organizations experienced cuts exceeding 
50 percent. (See pp. 17 to 24.) 

WIDE VARIETY OF CHANGES 
AT THE LOCAL LEVEL 

During the 1981-83 period, only 2 of the 13 
states used their new authority to establish 
priorities for the types and amounts of ser- 
vices provided, and 4 prohibited using block 
grant funds to pay the cost of administering 
other federal programs. Local service provi- 
ders continued to be the principal decision 
makers concerning service priorities and 
delivery approaches as they were under the 
categorical programs. (See pp. 28 and 29.) 

GAO visited 47 service providers to obtain ex- 
amples of how such organizations fared under 
the block grant. Over three-quarters received 
less community services funds in 1983 than in 
1981, although only half experienced a decline 
in total funding from all sources. Typically, 
federal community services funding declined as 
a percentage of providers' total funding; the 
average percentage in 1983 was 21 percent com- 
pared to 28 percent in 1981. Many providers 
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took steps to compensate for reduced funds. 
Twenty-nine developed alternative funding 
sources, such as charging fees, soliciting 
private contributions, and/or seeking other 
federal funds. Fifteen said they increased 
the use of volunteers. 

In addition to these funding changes, most 
providers said they made service-related ad- 
justments. About 70 percent reported reduced 
staffing levels and/or organizational changes, 
slightly over 40 percent noted decreases in 
service delivery methods, and almost 60 per- 
cent reported reducing or eliminating serv- 
ices. At the same time a few providers 
reported increases in these areas. Providers' 
views on changes in the number of clients 
served were mixed. 

Local service providers said that changes in 
federal community services funding frequently 
contributed to changes in their operations. 
At the same time, however, discerni the 
block grant's impact was often difficult be- 
cause providers depended on federal community 
services funding to varying degrees and the 
size and scope of their operations varied sub- 
stantially. In addition, 27 providers used 
federal community services funds to pay the 
cost of administering other programs, which 
made the link between CSBG funding and program 
changes obscure. Moreover, the direct rela- 
tionship between CSBG and changes in provid- 
ers' operations was clouded by other dynamics, 
such as changing client needs and local 
economic conditions, as well as fluctuating 
funding from other sources, like federal em- 
ployment and training programs. (See pp. 29 
to 33.) 

STATES ASSERT ADMINISTRATIVE PREROGATIVES 

States approached their new administrative re- 
sponsibilities differently, Eight of the 13 
states assumed CSBG responsibility on Octo- 
ber 1, 1981, while 5 deferred acceptance and 
used the added time to prepare for the pro- 
gram. Also, six states initially adopted the 
former categorical administrative guidelines, 
but as the other seven states had done from 
the outset, they either developed or planned 
to devise their own procedures. (See pp. 39 
to 41.1 
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States carried out their block grant manage- 
ment responsibilities by establishing program 
requirements, monitoring service providers, 
providing technical assistance, collecting 
data, and arranging for audits. Faced with 
assuming their new administrative responsibil- 
ities with only limited experience in provid- 
ing community services, states used different 
approaches and emphasized different management 
aspects, although all monitored service pro- 
viders and provided technical assistance. 
Eighteen of the 47 service providers GAO 
visited believed that state monitoring was 
more comprehensive than the prior federal mon- 
itoring, 9 believed federal efforts were more 
comprehensive, and the remainder saw no dif- 
ference or were unable to compare monitoring 
efforts. Also, all but 5 of the 47 service 
providers said they received technical assist- 
ance, but 32 said they would like more. (See 
pp. 41 to 52.) 

Service providers had mixed opinions regarding 
state versus federal administrative proce- 
dures and requirements. Overall, of the 35 
that made comparisons, 12 said state adminis- 
tration was more burdensome, 11 said federal 
administration was more burdensome, and 12 
said it was about equal, Also, between 1981 
and 1983, federal administrative costs for 
community services decreased over $37 million, 
and states reported increased administrative 
costs. (See pp. 52 to 55.) 

PUBLIC PARTICIPATION ACHIEVED 
THROUGH VARIOUS MECHANISMS 

States reported preparing required reports on 
the intended use of CSBG funds and conducting 
the mandated legislative hearings on the pro- 
posed use of funds. In addition, 11 states 
reported holding executive branch hearings, 
and 10 states used one or more advisory 
groups. State program officials said that 
advisory committees and comments on intended 
use reports were the most important sources of 
information in making decisions. Program of- 
ficials also believed that governors and 
legislatures had become more involved in 10 
states and 9 states, respectively, usually 
through the budget process. (See pp. 56 to 
62.) 
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Interest group respondents across the 13 
states were generally satisfied with their 
access to state officials, the time and loca- 
tion of hearings, and the time allotted at 
hearings. Major areas of dissatisfaction were 
the availability of information before hear- 
ings, the opportunity to comment on revised 
plans, and the amount of time between states' 
hearings and the comment period relative to 
the decision-making process. Interest groups 
that participated at hearings or submitted 
comments tended to be more satisfied. 

Fifty-two percent of the 158 interest groups 
that responded to GAO's survey question 
regarding the effects of program changes be- 
lieved that changes states made adversely af- 
fected individuals or groups they represented. 
Thirty-one percent viewed state changes favor- 
ably I while the remainder said there was no 
impact. (See pp. 62 to 65.1 

OVERALL PERCEPTIONS DIFFER 

State officials generally viewed the block 
grant as more desirable than the prior cate- 
gorical approach. On the other hand, 54 per- 
cent of the interest group respondents saw the 
block grant as less desirable, while about 28 
percent viewed it as more desirable, and the 
other 18 percent saw little or no difference. 
While interest groups and state officials had 
differing views, both expressed concern about 
the federal funding reductions; state offi- 
cials believe reductions tended to diminish 
the block grant's advantages and interest 
groups were concerned about its impact on the 
individuals they represent. It was often 
difficult for individuals to separate block 
grants, the funding mechanism, from block 
grants, the budget-cutting mechanism. (See 
pp. 65 and 66.) 

AGENCY COMMENTS 

Department of Health and Human Services offi- 
cials commented that this report was an objec- 
tive and informative summary of the implement- 
ation of the CSBG program. They provided oral 
comments, which were generally limited to 
technical matters, and these were incorpor- 
ated, where appropriate, into this report. 
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CHAPTER 1 

INTRODUCTION 

The Omnibus Budget Reconciliation Act of 1981, Public Law 
97-35, substantially changed the administration of various fed- 
eral domestic assistance programs by consolidating numerous 
categorical programs into block grants and shifting primary 
administrative responsibility to states. Of the nine block 
grants enacted, four relate to health services, one to social 
services, one to low-income energy assistance, one to education, 
one to community services, and one to community development. 

The 1981 act gives states greater discretion, within cer- 
tain legislated limitations, to determine programmatic needs, 
set priorities, allocate funds, and establish oversight mechan- 
isms. Since the act was passed, the Congress, as well as the 
public and private sectors, has been greatly interested in how 
the states have exercised their discretion and what changes the 
block grant approach has held for services provided to the 
people. In August 1982 we provided the Congress an initial 
assessment of the 1981 legislation in our report entitled Early 
Observations on Block Grant Implementation (GAO/GGD-82-79, 
Aug. 24, 1982). 

Subsequently, we embarked on a program designed to provide 
the Congress with a series of comprehensive, updated reports on 
states' implementation of these programs. This report addresses 
the implementation of the community services block grant (CSBG). 
Other reports that have been issued are listed in appendix I. 

HISTORY OF COMMUNITY SERVICES PROGRAMS 

The federal government has funded community services pro- 
grams designed to fight poverty since 1964, when the Economic 
Opportunity Act created the Office of Economic Opportunity and 
gave it responsibility for administering a number of activities 
to eliminate poverty. One unique activity was the Local Initia- 
tive Program, which was aimed at facilitating self-sufficiency 
and encouraging maximum feasible community participation. It 
funded a network of public and private nonprofit organizations 
to mobilize resources and provide and deliver to the poor a wide 
range of services and activities in such areas as housing, 
education, employment, and emergency services. Also, Local 
Initiative funds were used to support the administration of 
Local community organizations, including community action 
agencies (WAS). 

The Economic Opportunity Act imposed a number of require- 
ments on grant recipients. For example, CAAs were required to 
have boards of directors composed so that one-third of the 
members represented the poor, one-third represented elected 
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officials, 
ests. 

and the balance represented other community inter- 
In addition, grantees had to comply with requirements to 

match a varying percentage of federal funds with their own, as 
well as prohibitions against using funds to supplant nonfederal 
funds or for political purposes, such as providing transporta- 
tion to voting polls or other related voter assistance. 

Over the years community services activities provided under 
the 1964 act continued to be targeted toward eliminating 
poverty. However, some aspects of the programs changed. For 
example, several new programs were added, including the Com- 
munity Food and Nutrition Program, which provided emergency fi- 
nancial assistance for food, supplies, and services to "counter- 
act conditions of starvation or malnutrition among the poor,' 
according to the act, as amended, 
and Services Program, 

and the Senior Opportunities 
which helped meet the needs of the elderly 

poor. 

In 1975, the Office of Economic Opportunity was abolished, 
and the Community Services Administration (CSA) was established 
and given responsibility for administering programs authorized 
by the 1964 act. Despite federal level organizational changes, 
most community services funds continued to be distributed pri- 
marily through CAAs. In 1981 about 900 CAAs and many other 
qualifying organizations were receiving funds. Although states 
received prior categorical grants to provide liaison activities, 
coordination, and technical assistance, their roles in adminis- 
tering community services programs were limited. 

THE COfic-NITY SERVICES BLOCK GRANT 

CSBG became effective October 1, 1981, but states were 
given the option to defer assuming operational responsibility 
for the program until September 30, 1982. Fourteen states post- 
poned accepting responsibility, but by October 1982 all were 
participating in the program. 

CSBG's purpose is to ameliorate the causes of poverty. The 
block grant replaced eight categorical grant programs: Local 
Initiative, Community Food and Nutrition, Senior Opportunities 
and Services, State Agency Assistance, Community Economic De- 
velopment, National Youth Sports, Housing and Community Develop- 
ment, and the Rural Development Loan Fund. In addition, it 
abolished CSA and established the Office of Community Services 
within the Department of Health and Human Services (HHS) to 
administer CSBG. 

To receive CSBG funds, states must agree to 



--provide a wide range of services having a measurable and 
potentially major impact on the causes Of poverty in the 
community, 

--provide activities designed to assist low-income 
individuals, 

--coordinate and establish linkages between government and 
other social service programs to assure effective 
delivery of services to low-income individuals, 

--provide emergency services and supplies, and 

--encourage involvement of the private sector in 
ameliorating poverty. 

CSBG also includes several restrictions, including one that 
requires most states to allocate 90 percent of their block grant 
funds to certain types of organizations, Originally, only or- 
ganizations serving seasonal and migrant farmworkers or organi- 
zations officially designated as CAAs in fiscal year 1981 were 
eligible to receive the go-percent funds, and the requirement 
was to apply only in fiscal year 1982. Subsequently, the re- 
quirement was extended through fiscal year 1984, and the types 
of organizations eligible for these funds were expanded to in- 
clude limited purpose agencies1 (LPAs) that performed the 
functions of CAAs and other organizations receiving Local Ini- 
tiative funds in 1981. Subsequent legislation also authorized 
waivers to the go-percent requirement for states that certified 
community services were not available in more than 45 percent of 
their counties in fiscal year 1982 and whose CSBG applications 
included plans to allocate fiscal year 1983 funds to political 
subdivisions. Nationwide, only three states--Colorado, Utah, 
and Wyoming --received such waivers. 

The 1981 block grant legislation also imposes a S-percent 
limit on the funds that can be used for state administrative 
purposes and a S-percent limit on the funds that can be trans- 
ferred to certain other federal programs. In addition, the leg- 
islation contains a number of specific prohibitions on the use 
of funds, requires states to prepare and transmit certain infor- 
mation on CSBG activities to HHS, and requires the same composi- 
tion of boards of directors of CAAs and other private nonprofit 
organizations that existed under the prior program. However, 
many federal requirements were discontinued, including the 
matching requirements and the prohibition against using certain 
funds for supplanting existing nonfederal funds. 

lLPAs were organizations that provided community services but 
were generally narrower in scope than CAAs. 
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The 1981 legislation authorized $389.4 million for CSBG 
each year for fiscal years 1982-86. It also authorized the HHS 
Secretary to use up to 9 percent of the amounts appropriated for 
discretionary programs, which included activities similar to 
those supported under prior categorical programs. Through the 
appropriations legislation for 1983 and 1984, the Congress spe- 
cifically identified the programs for which the g-percent dis- 
cretionary funds had to be used. 

As shown in chart 1.1, funds actually appropriated for CSBG 
and the Office of Community Services' administrative expenses 
for fiscal year 1982 were about 30 percent below the 1981 level 
for programs consolidated into the block grant and their admin- 
istration. In 1983, $361 million was appropriated for CSBG, and 
an additional $25 million was provided through the Emergency 
Jobs Appropriations Act (Public Law 98-81, commonly referred to 
as the jobs bill. These supplemental funds were to be used to 
expand assistance to the unemployed and disadvantaged. For 
fiscal year 1984, slightly over $352 million has been 
appropriated. 

CHART 1 .1 
FEDERAL APPROPRIATIONS FOR COMMUNITY !ERVICES 

<FYI981 -- FYt9841 
r 

1981 1983 

352 

1984 

JOBS BILL 

I ANNUAL APPROPRIATION 
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In fiscal year 1983, HHS awarded about $31 million for 77 
discretionary projects across the country. Further, HHS made 
103 direct grants totaling about $1.9 million to Indian organ- 
izations. The remaining CSBG appropriations, less the funds for 
HHS' administration, were allocated to states and territories. 

OBJECTIVES, SCOPE, AND METHODOLOGY 

Our primary objective in work ?:‘ T" '-?-oc!: ~I_...-s i- to 
provide the Congress with comprehensive reports on the states' 
progress in implementing them. The information presented in 
this report was developed to assess the status of CSBG implemen- 
tation and not intended to evaluate states' effectiveness in 
devising or managing programs. As shown on the map on the fol- 
lowing page, we did our work in 13 states: California, Color- 
ado, Florida, Iowa, Kentucky, Massachusetts, Michigan, Missis- 
sippi, New York, Pennsylvania, Texas, Vermont, and Washington. 
These states were selected to attain geographic balance. The 
states had (1) differing fiscal conditions and varying ranges of 
per capita incomes, (2) varying degrees of involvement by state 
executive and legislative branches in overseeing and appropriat- 
ing federal funds, and (3) a variety of types of organizations 
that ultimately provided community services. At least 1 state 
was selected in each standard federal region, and in total, the 
13 states account for about 43 percent of the 1983 national CSBG 
appropriations, excluding jobs bill funds, and 48 percent of the 
nation's population. Our sample of 13 states was judgmentally 
selected and not intended for projection purposes. 

Our review focused on how states are implementing CSBG and 
what changes, particularly those related to the block grant, 
have occurred since the consolidation of the prior categorical 
programs. Information was obtained at three management levels: 
HHS headquarters, the state, and service providers. 

At the federal level, we obtained CSBG fund allocations for 
fiscal years 1981-83 and certain program information from HHS 
headquarters in Washington, D.C. We also discussed with head- 
quarters officials HHS policies for implementing and monitoring 
the program. 

At the state and local levels we used a wide variety of 
data collection instruments and approaches to obtain information 
from two overall sources: (1) individuals or organizations 
responsible for or having an interest in a single block grant 
and (2) individuals or organizations responsible for or having 
an interest in multiple block grants. These instruments were 
designed to gather consistent information across states and 
across block grants, where reasonable and practical. 
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.The first set of information sources included state program 
officials responsible for administering CSBG and individual pro- 
viders. To obtain information from these sources, we used a 
state program officials questionnaire, financial information 
schedules, a state audit guide, 
tion guide, 

a service provider data collec- 
and an administrative cost guide. 

Almost identical versions of the program officials ques- 
tionnaire and administrative cost guide were used for all block 
grants. The other three instruments had to be tailored to each 
block grant because of differences in the types of programs and 
services provided under each block grant and the manner in which 
financial information had to be collected. 

We used information obtained at the state level through the 
financial information schedules to examine changes in the amount 
of federal community services funds available in states and to 
determine states' use of block grant funds. We also used this 
information to identify changes in funding levels for local pro- 
viders. 

The service providers data collection guide was used, not 
to obtain comprehensive data from that level, but rather to 
identify examples of the implications, for service providers, of 
state policies and practices in block grant implementation. We 
visited 47 service providers which were judgmentally selected by 
taking into consideration type and size of organizations, loca- 
tion in the state (urban and rural areas), and types of prede- 
cessor categorical grants received. In our selection, we in- 
cluded at least three organizations from each state we visited, 
including at least one large recipient of 1983 CSBG funds. In 
most cases, we selected organizations that had received prior 
categorical grants so we would have a basis for comparing pre- 
and post-block grant community services; preference was given to 
organizations with significant changes in federal funds. 

We used funding information obtained through the service 
providers data collection guide to examine the changes in fed- 
eral community services and other federal, state, local, and 
private funds from 1981 to 1983 at the local level. These 
figures were also used as reported by service providers to dis- 
cuss the impact of funding changes on providers' operations. In 
all cases, jobs bill moneys were not separately identified. 
However, six service providers did identify jobs bill funds, and 
in these cases such funds were considered to be CSBG funds. At 
four of the six providers, jobs bill funds were 6 percent or 
less of the community services funds, and at no provider were 
they greater than 8 percent. 
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The second set of information sources included representa- 
tives from the governors' office, various officials from the 
state legislature, and public interest groups, To obtain infor- 
mation from these sources, we used questionnaires which gener- 
ally asked about the respondents' specific experience with the 
block grants and obtained perceptions concerning the block grant 
concept. 

The questionnaire sent to public interest groups solicited 
their views concerning how the state in which the group is 
located had implemented and administered the block grant. We 
identified interest groups through several sources, such as con- 
tacting about 200 national level organizations, obtaining mail- 
ing lists provided by HHS and a private organization with exten- 
sive knowledge about block grants, and contacting officials in 
the states we visited. Although not a representative sample of 
all concerned public interest groups, we mailed out 1,662 ques- 
tionnaires pertaining to all block grants under review and re- 
ceived 786 responses, of which 239 indicated having at least 
some knowledge of their state's implementation of CSBG. The 239 
responses became the basis for our analysis of public interest 
groups for CSBG even though not all 239 responded to each ques- 
tion. 

A detailed discussion of the content, source of informa- 
tion, and method of administration for each data collection in- 
strument is included in appendix II. Our work was done in ac- 
cordance with generally accepted government auditing standards. 

All questionnaires were pretested and subjected to external 
review prior to their use. The extent of pretest and review 
varied, but in each case one or more knowledgeable state offi- 
cials or other organizations provided their comments concerning 
the questionnaire or completed the questionnaire and discussed 
their observations with us. Also, the service provider data 
collection guide was discussed with various providers. The de- 
sign of the financial information schedules was developed in 
consultation with the Urban Institute and HHS. 

Our fieldwork on CSBG was carried out primarily between 
January and August 1983. At the conclusion of our work, in- 
dividual state summaries were prepared containing the data de- 
veloped using the financial information schedules and the 
state audit guide. We briefed state officials on the informa- 
tion contained in the summary and gave them an opportunity to 
comment on its accuracy and completeness. Particular attention 
was given to the financial information, and state officials were 
asked to review these data to ensure that the data accurately 
represented, to the best of their knowledge, trends in the use 
of categorical and block grant funds over the 1981-83 period. 
Our summaries were modified, where appropriate, on the basis of 
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comments provided by state officials. The final summaries, 
tdgether with information received directly from questionnaire 
respondents, were used to prepare this report. 

Additionally, we obtained information on state plans for 
auditing program expenditures. Because states were just begin- 
ning their audits at the time of our fieldwork, it was too early 
to evaluate the adequacy of the audits. Therefore, we concen- 
trated on determining the status of state efforts to arrange for 
audits of block grant funds. 

The following chapters focus on the funding patterns that 
have emerged under CSBG and how they differed from the prior 
categorical programs, the changes that have been made at the 
state and service provider level to the type of community serv- 
ices offered and how they are delivered, state organization and 
management changes that have been made, and the involvement of 
citizens, state elected officials, and interest groups in 
processes which led to decisions on how block grant funds would 
be used. 
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CHAPTER 2 

STATES USED NEW AUTHORITY TO CHANGE 

COMMUNITY SERVICES FUND DISTRIBUTION 

CSBG legislation gives states more authority to establish 
funding priorities to meet their needs. However, it also re- 
quires states to use the vast majority of their block grant 
funds to continue supporting certain service providers funded 
under the prior categorical programs. Additionally, the amounts 
of federal community services funds made available to states 
were substantially below levels established under the former 
programs. 

Because they had little involvement in administering the 
categorical programs, states had to make some fundamental deci- 
sions in planning their CSBG programs, including whether to com- 
pensate for reduced federal support and how to distribute block 
grant funds among eligible service providers. While states gen- 
erally took few steps to offset declining federal support, most 
devised new poverty-based formulas to allocate block grant 
funds. Such state policy decisions, coupled with waning federal 
funds, prompted numerous changes in the funding of individual 
service providers. 

STATES ASSUME NEW 
PLANNING RESPONSIBILITIES 

Before the block grant, states' experience in planning for 
and administering federal community services programs was 
limited. Ninety-nine percent of the 1981 federal funds awarded 
under the predecessor categorical programs in the 13 states we 
visited went directly to local organizations--bypassing the 
states. Those few former categorical grants made to states, 
usually to state economic opportunity offices, were relatively 
small and often covered mainly liaison activities and other sup- 

port functions, such as training and technical assistance pro- 
vided through State Agency Assistance grants. 

As a result, planning for the provision of community ser- 
vices under the block grant was essentially a new experience for 
most states. For example, Mississippi officials commented that 
before CSBG there was no statewide plan because the Governor's 
Office of Community Service historically served only as a 
liaison between the federal government and local service pro- 
viders. Similarly, New York officials said that the block grant 
prompted them to focus on the community service needs of the 
poor from a state perspective for the first time. 
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Generally, states approached planning their CSBG programs 

as 'a separate activity. Ten of the 13 states did not fund or 
operate their own related community services programs. Only 
three states--Florida, Michigan, and Pennsylvania--supported 
related community services programs with their own funds during 
the 1981-83 period. Additionally, although both federal and 
state funds were used to support community services in Florida, 
the state prepared separate plans for each source of funds be- 
cause there was no general support for merging the two programs. 
In contrast, Pennsylvania's block grant planning is done in con- 
junction with the state-supported program. Michigan officials 
said there was little change to their planning process and state 
funds were used to supplement block grant funds essentially in 
the same manner used under the prior categorical structure. 

STEPS TAKEN BY STATES DO NOT 
OFFSET REDUCED FEDERAL SUPPORT 

As states assumed their new block grant responsibilities, 
federal community services funding was reduced substantially 
from levels available under the former categorical programs. In 
the aggregate, federal funding in the 13 states dropped from 
about $249 million in 1981 to about $149 million in 1982--a 
40-percent decline. Although total federal support in the 13 
states rose slightly to about $156 million in 1983, it was still 
37 percent below the 1981 level. As shown in appendix III, fed- 
eral community services funding decreased in each of the 13 
states between 1981 and 1983, with funding in 9 states dropping 
over 30 percent. 

The use of state funds to compensate for reduced federal 
CSBG support was one option available to states. Of the 10 
states without state-supported programs before the block grant, 
none chose to initiate such activities in 1982 or 1983. Gener- 
ally, state officials have indicated that this trend has con- 
tinued in 1984. The one exception was in Massachusetts, where 
$350,000 of state funds were appropriated for CSBG programs for 
state fiscal year 1984. 

In the three states that had existing state-funded 
community services programs, state funding continued but de- 
creased or remained relatively stable between 1981 and 1983. 
For example, state funding in Florida provided through its Com- 
munity Services Trust Fund remained at about $1 million a year 
between 1981 and 1983, and no additional funds were appropriated 
to offset the drop in federal funds. Similarly, $2.7 million 
was appropriated in Pennsylvania for community services type 
programs in both 1981 and 1983. In Michigan, appropriations for 
the state's Supplemental Assistance Program decreased from $1.3 
million in 1981 to $1 million in 1983 because, according to 
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state officials, the state's declining economy contributed to 
budgetary problems. However for 1984, Michigan originally ap- 
propriated approximately $1 million for its state program, which 
was later supplemented by an additional $608,000. 

Also, few states exercised other more limited options to 
help compensate for reduced federal community services funding, 
such as imposing local matching requirements or transferring 
funds from other block grant programs. The federal government 
required grant recipients to provide matching funds under some 
of the former categorical programs, and continuing or raising 
such requirements were state options to help maintain overall 
community services funding. Seven of the 13 states imposed 
matching requirements in 1983, but none were larger than those 
required from providers in 1981 for the majority of categorical 
funds. Because fewer federal funds were available, fewer match- 
ing funds had to be provided where required, and these funds did 
not offset reduced federal funds. 

While none of the 13 states transferred funds from another 
block grant in 1982 to CSBG, in 1983, Washington transferred 
$1.4 million from the low-income home energy assistance block 
grant to help compensate for reduced community services fund- 
ing. On the other hand, two states transferred CSBG funds to 
other programs. 
Head Start1 

In 1982, Pennsylvania shifted $702,000 to the 
program 

5 
while Kentucky moved $272,000 to its Older 

Americans' program. No transfers from CSBG occurred during 
1983. 

States are also encouraging the use of nonpublic resources 
to meet community services needs. Generally, state CSBG plans 
contain objectives encouraging the use of such resources and 
programs. In addition, laws in some states direct local agen- 
cies to mobilize both public and private resources to address 
the problems of poverty. For example, Kentucky requires CAAs to 
obtain additional private resources in seeking solutions to 
poverty-related problems of common concern. 

lHead Start is a federal program administered by HHS to provide 
comprehensive health, educational, and other services to 
economically disadvantaged children and their families. 

2The Older American Act of 1965, as amended (42 U.S.C. 3001 
(1982)), authorizes federal programs, now administered by HHS, 
to address the social and nutritional needs of the nation's 
elderly. 
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AVAILABILITY OF OTHER FEDERAL 
FUNDS MITIGATES THE IMPACT 
OF REDUCED CSBG FUNDS 

While states generally took few steps to help close the gap 
created by reduced federal funds, the availability of federal 
funds in 1982 from grants awarded in 1981 under the former cate- 
gorical programs helped mitigate the immediate impact of reduced 
funding. Most of the categorical programs consolidated into 
CSBG were project grants or had a project grant component funded 
for at least a 12-month period. Eighty-seven percent of the 
1981 categorical grant awards for the 13 states extended into 
1982. Because 1981 categorical funding continued to support 
certain community services providers during part of 1982, states 
assuming responsibility for the block grant did not have to fund 
all community service operations for the entire first year. As 
a result, states could fund providers at a higher level than 
would otherwise be possible for that portion of 1982 not covered 
by funds from former categorical awards. By 1983, such cate- 
gorical funds were largely dissipated. 

Eight of the 13 states began implementing CSBG on Octo- 
ber 1, 1981, and generally these states based their 1982 block 
grant distribution on the continued availability of 1981 cate- 
gorical funds during 1982. For example, Iowa allocated its 1982 
CSBG funds based on the number of months remaining in 1982 for 
each service provider after categorical support would be ex- 
hausted. Thus, the state was able to award each provider funds 
at the same monthly average as received under the categorical 
programs for the balance of 1982. While categorical funds 
helped offset reduced block grant funds in 1982, by 1983 aggre- 
gate funding for Iowa's providers was about 40 percent below 
1981 levels. 

In addition to aiding providers' transition to reduced 
funding levels, the availability of categorical funding made it 
easier for states to carry over 1982 block grant funds into 
1983. Six of the eight states operating CSBG throughout 1982 
carried over funds into 1983, ranging from 3 percent in Michigan 
to 21 percent in Vermont. 

In March 1983 states also received additional federal fund- 
ing when the Congress passed the jobs bill. under this legisla- 
tion, the 13 states received $11.4 million, or about 46 percent 
of the total jobs bill funds allocated to CSBG. This additional 
funding increased these states' original 1983 federal allotments 
by about 8 percent. Nine of the 13 states used all or most of 
these funds in 1983; the other 4, in 1984. 
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Generally, states planned to use the jobs bill funds to 
supplement CSBG funds. At least 9 of the 13 states either 
called for service providers to use jobs bill funds for 
employment-related activities or distributed these funds based 
on unemployment. For example, Colorado planned to allocate its 
funds to 16 counties with the highest chronic unemployment 
rates. These counties were to address the needs of the un- 
employed and disadvantaged by meeting emergency needs or by 
helping individuals find jobs. Iowa allocated its jobs bill 
funds to 19 CAAs using the formula applicable to all CSBG funds, 
but recipients are required to maximize clients' employment 
opportunities. 

MOST STATES ADOPT NEW METHODS 
FOR DISTRIBUTING FUNDS 

While states took few steps to provide or generate further 
financial support for CSBG-related activities, most of the 13 
states initiated new methods for distributing CSBG funds to 
service providers. Before the block grant, most federal commun- 
ity services funds were generally authorized to be distributed 
competitively. For example, the Economic Opportunity Act of 
1964 provided that, for Local Initiative funding, national 
priorities would not be set and each application for financial 
assistance would be reviewed on its merits. Over time, CSA 
began placing increasing reliance on historical patterns in mak- 
ing these funding determinations. 

In comparison, under CSBG most of the 13 states relied on 
formula distributions that included specific poverty factors, 
resulting, in their view, in more equitable distribution than 
the prior programs. However, state choices governing what or- 
ganizations could receive 90 percent of their block grant al- 
locations were restricted by federal legislation. States had 
great flexibility regarding the remaining 10 percent, and gener- 
ally they employed a wide variety of approaches in using these 
funds. 

Most states use poverty factors 
when distributing the go-percent funds 

Because state involvement in the prior community services 
programs was minimal, states had few ties to distribution pat- 
terns established under them. The 1981 block grant legislation 
and later amendments, however, required states to use 90 percent 
of their CSBG awards to fund organizations officially designated 
and funded for 1981 as CAAs, community action programs, LPAs 
performing the functions of CAAs, organizations receiving finan- 
cial assistance under section 221 of the Economic Opportunity 
Act in 1981, or organizations serving migrant and seasonal 
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farmworkers. .These requirements originally were to apply only 
in 1982 but were extended through 1984 under appropriations 
legislation. 

For the most part, these provisions restricted state op- 
tions for determining which organizations could be funded. The 
one exception among the 13 states we visited was Colorado, which 
was one of three states nationwide receiving a waiver under a 
law that became effective in December 1982. As a result, Color- 
ado was able to distribute funds to counties beginning in 1983. 

While federal law governed which entities could receive 90 
percent of the funds, states had great flexibility in determin- 
ing how to distribute funds among these entities. States gener- 
ally chose not to adhere strictly to previously established 
funding patterns and instead instituted new methods for distri- 
buting community services funds. While each of these new 
methods contained some unique aspect, the common theme among 
nine of the states was to move to a formula allocation that 
would reflect, to varying degrees, the incidence of poverty 
throughout the state. Typically, poverty is measured using fed- 
eral Bureau of the Census figures which estimate the number of 
people in specific geographic areas that fali within various 
poverty categories. The official poverty level, designated by 
the Office of Management and Budget (OMB), defines the annual 
income needed by various household sizes to maintain a nutri- 
tionally adequate diet and provide for other basic needs. 

The extent to which the nine states relied on poverty fac- 
tors to influence their 1983 resource allocations varied. How- 
ever, as shown in appendix IV, two states relied solely on 
poverty factors, while the other seven combined poverty with 
other factors. Two of the seven combined poverty with continued 
partial reliance on historical patterns; three combined poverty 
with minimum funding levels; and two combined poverty with con- 
tinued partial reliance on historical patterns, minimum funding 
levels, and funding ceilings and/or floors, which limit the 
amount by which an entity's funding will be allowed to increase 
and/or decrease. 

These other factors served to ease the transition to new 
poverty-based formulas. For example, Michigan's poverty-based 
formula is being phased in over 4 years to minimize any severe 
changes to individual service providers. To accomplish this, 
the state has placed gradually decreasing reliance on historical 
funding, established a minimum funding level for service pro- 
viders, which supplies a base funding level determined necessary 
to meet operating costs, and devised a funding floor which pre- 
vents a service provider from receiving an annual decrease 
greater than 20 percent. Furthermore, although Iowa relied 
solely on poverty factors in 1983, it chose to use 1970 as 
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opposed to 1980 census data in phasing in its poverty formula 
because more drastic funding changes were anticipated by some 
providers if 1980 data were used. Iowa planned to switch to 
1980 census data in 1984. 

Four of the 13 states--California, Florida, New York, and 
Pennsylvania-- relied primarily on historical patterns in distri- 
buting 90 percent of their funds in 1983. New York did, how- 
ever, provide for a minimum allocation of $112,725 to each CAA. 
Additionally, California set aside part of its go-percent funds 
for migrant and seasonal farmworker organizations and for Indian 
organizations. A June 1984 report by the auditor general of 
California questioned the state's distribution of go-percent 
funds to Indian organizations in 1983 because most of these 
organizations were not eligible for such funds under the block 
grant legislation. The report noted that state law, which spe- 
cifies that Indian tribes and organizations are eligible for 
go-percent funds, is in conflict with the federal law. As of 
August 10, 1984, HHS' Region IX had received the auditor gen- 
eral's report and had sent it to headquarters for appropriate 
action. According to the audit report, the state planned to re- 
direct its 1984 funds to eligible community agencies. 

Eleven of the 13 states' 1984 plans indicated continued 
use of the same types of distribution methods as were used in 
1983. The nine states that had adopted poverty-based formulas 
generally planned to continue using such methods in 1984. In 
addition, some substituted 1980 for 1970 census data to update 
their poverty measurements. Moreover, of the four states that 
relied primarily on historical patterns to distribute 1983 
funds, two-- California and Pennsylvania--planned to implement 
poverty-based methods for 1984. 

Ten-percent unrestricted funds used 
in various ways to meet state needs 

Although the federal restrictions on how states could dis- 
tribute 90 percent of their CSBG allocations limited their flex- 
ibility, they were less constrained in using the other 10 per- 
cent. All 13 states used some of these funds--up to 5 percent 
of their allotments-- for administration in 1983, as allowed by 
law. Ten of the 13 states used their flexibility to address 
specifically identified needs with the remaining funds. For 
example, after Florida distributed a base amount of $5,000 for 
each county area, it then allocated the balance by county area 
using a poverty-based formula. New York distributed funds com- 
petitively, with state law giving first priority to counties 
which did not have an existing CAA, but which sought to estab- 
lish an organization consistent with the objectives of an 
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eligible entity. In Michigan, up to 5 percent of the StaLi' 3 
allotment was to be distributed to LPAs and for competitive 
projects to address economic activities and create jobs. 

MOST ENTITIES EXPERIENCE FUNDING CUTS 
BUT REDUCTIONS TO CAAS WERE LEAST SEVERE 

Although federal community services funding was re;l;lcetl 
substantially, more entities received funds in 1983 than in 
1981. Also, through new state formulas, many adjustments t;, tr1-z 
funding levels for individual service providers were made. Of 
all the entities in the 13 states that received federal commun- 
ity services grants in 1981, over 90 percent had their fundi.ng 
reduced in 1983, including nearly one-fourth that received r1o 
CSBG funding in that year. Most types of service providers were 
subject to funding cuts, but the reductions experienced by L?AS, 

Indian organizations, organizations serving migrant and sr~s~nai 
farmworkers, and other organizations were larger than those 
sustained by CAAs3. 

More organizations receive 
community services funding 

In 1983, 690 entities in the 13 states received federal 
community services funding compared to 543 in 1981. As shown i!l 
chart 2.1, the number of CAAs funded remained nearly constant 
over the period, while the numbers increased for counties and 
Indian, migrant, and other organizations. Such increases, how- 
ever, were primarily attributable to the action of only a few 
states. 

3LPAs that performed the functions of a CAA in fiscal year 1981 
and organizations that received financial assistance under se,:- 
tion 221 of the Economic Opportunity Act in 1981 are eligible 
for go-percent restricted block grant funds. For the purposes 
of this report, all these organizations are classified as 
LPAs. Any LPA not considered eligible for go-percent funds is 
grouped with those entities we have classified as other organi- 
zations. In addition, a few Indian organizations, counties, 
and migrant organizations also qualify as CAAs and have been 
classified as such. 
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For example, the number of counties funded increased from 3 
in 1981 to 101 in 1983, 
in Colorado and Florida. 

mostly due to 93 newly funded counties 
Similarly, increases in the number of 

Indian organizations and migrant organizations were primarily a 
result of California's decision to set aside a specific portion 
of its funds for these entities. Additionally, the bulk of the 
increase in the number of other organizations funded, such as 
private nonprofit organizations and community development cor- 
porations, occurred in four states--California, New York, 
Pennsylvania, and Massachusetts. 

Numerous adjustments made to level 
of funding for individual providers 

The reduction in federal community services funding and 
some states' decisions to fund new entities prompted changes in 
the level of funding for certain types of entities. As shown in 
chart 2.2 on the following page, aggregate funding to counties 
and migrant organizations increased between 1981 and 1983. In 
contrast, funding to CAAs, LPAs, Indian organizations, and other 
entities was reduced substantially. 

Despite such changes, CAAs remained by far the largest 
class of service provider. In both 1981 and 1983, CAAs received 
about 80 percent of funds awarded to all entities in the 13 
states. As total community services funding decreased, however, 
91 percent of individual CAAs sustained funding reductions 
during this period. 

While individual CAAs received less funds, most underwent 
less severe reductions than those experienced by other types of 
entities. As shown in table 2.1 on page 21, over half of all 
CAAs in the 13 states received funding reductions of 25 to 
50 percent between 1981 and 1983, whereas most LPAs, Indian 
tribes, and other organizations experienced reductions exceeding 
50 percent. The trend in funding reductions for CAAs was fairly 
consistent across most of the 13 states, although Colorado and 
Mississippi were notable exceptions. In Colorado, most CAAs 
underwent larger reductions, while about three-fifths of the 
CAAs in Mississippi either experienced cuts of 25 percent or 
less or saw funding increases. 
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CHART 2.2 
FEDERAL FUNDING FOR COMIUNITY SERVICES ENTITIES 

IN 1981 AND 1983 
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Table 2.1 

Changes in Funding 
for Entities Between 1981 and 1983a 

Percentb of entities experiencing 
funding change 

Extent of funding change CAAS LPAs Indians Other -- 

Over 50-percent decrease 24 54 76 89 
Decrease of 25 to 50 percent 52 11 9 2 
Decrease of up to 25 percent 16 5 5 3 
No change C 3 2 1 
Increased funding 8 27 7 4 

aCounties and migrant organizations excluded because only three 
and seven entities, respectively, received funding in 1981. 
Appendix V provides more information on the number and percent- 
age of entities experiencing various changes in funding between 
1981 and 1983. 

bColumns may not add to 100 percent due to rounding. 

'Less than 1 percent. 

Under the block grant, larger CAAs generally sustained 
deeper cuts than their smaller counterparts. As shown in 
chart 2.3, in the 13 states CAAs that received smaller 1981 
categorical grants ($500,000 or less) as a group experienced 
smaller average reductions in 1983 than CAAs that received 
larger grants (greater than $500,800). The difference in aver- 
age reductions was especially great between the smallest group 
of CAAs (grants of $100,000 or less in 1981) and the two largest 
groups. However, few CAAs received less than $100,000 in 1981. 

Most CAAs in the 13 states received a larger proportion of 
the federal community services funds allotted in their states in 
1983 than in 1981. Sixty-four percent of the CAAs were awarded 
a greater share of their state's federal community services 
funds under the block grant than under the 1981 categorical pro- 
grams. Most CAAs in each state except Colorado, Texas, and 
Michigan received an increased proportion of community services 
funds in 1983. Colorado allocated most of its funds to coun- 
ties. However, counties that received such funding typically 
subcontracted with CAAs to provide services for which they re- 
ceived a $50,000 incentive from the state. Additionally, in the 
other 12 states, only 10 CAAs were excluded from funding under 
the block grant. 
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CHART 2.3 
PERCENT CHANGE IN mNDIN6 BY SIZE OF 1981 GRANTS 
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SIZE OF CAM 1961 CATEQORICAL GRANTS 

The increase in CAAs' share of community services funding 
under the block grant came in large part at the expense of the 
other service providers funded in 1981, particularly LPAs, 
Indian organizations, and other organizations. Twenty-six of 
the 37 LPAs funded in the 13 states during 1981 experienced 
funding reductions in 1983. Thirteen of the 26 did not get any 
block grant money in 1983, while 7 others received block grant 
awards that were less than 50 percent of their 1981 categorical 
grants. Most or all of the LPAs in California, Texas, and 
Massachusetts that received categorical grants in 1981 did not 
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receive block grant funding in 1983.4 However, few were funded 
in Texas and Massachusetts in 1981, while many of the LPAs in 
California were not funded in 1983 because the state was not 
certain of their eligibility until late in the grant year, when 
most of its CSBG funds had already been obligated. 

Ten LPAs in four states did, however, receive more funds il 
1983 than they did under their 1981 categorical grants. For 
example, Pennsylvania provided larger grants to LPAs in areas 
with limited community services programs as part of the state's 
effort to expand services in previously underserved areas. 
Moreover, 6 of the 10 LPAs saw their community services funding 
rise by more than 50 percent between 1981 and 1983. 

Authorizing legislation gives an Indian tribe or tribal 
organization the option of (1) requesting CSBG funds directly 
from the Secretary of HHS, which the Secretary shall reserve 
from the respective state's allotment, and/or (2) obtaining CSBG 
funds from the state in which it is located. Most Indian organ- 
izations that were awarded 1981 categorical grants sustained 
large funding decreases under the block grant. Of the 55 Indian 
organizations funded in 1981, 50 underwent reductions in 1983. 
Twenty-two of these organizations had their federal community 
services funding terminated, and 20 others experienced decreases 
over 50 percent. 

Few Indian organizations outside of California and Michigan 
received block grant funds from their states in 1983. Califor- 
nia and Michigan awarded block grant money to 50 and 15 Indian 
organizations, respectively. Most of these organizations were 
not funded in 1981. In the other states, only seven Indian 
organizations received 1983 block grant funds through their 
states. Three of these 7, and 22 other Indian organizations 
funded in 1983, received direct awards from the HHS Secretary's 
Indian set-aside. 

The most significant funding reduction for Indian organiza- 
tions in 1983 occurred in Washington, where 17 of the 20 Indian 
organizations previously funded sustained cuts of 75 percent or 
more. Moreover, 7 of the 17 organizations received no federal 
funding in 1983. The state distributed block grant money to 
only one Indian organization in 1983, but encouraged the others 
to apply directly to the Secretary of HHS for funding. Thirteen 
organizations, including one not funded in 1981, were approved 
for direct grants from the Secretary, but these grants were for 

4Appendix VI shows by state the number and percentage of 
entities experiencing various changes in funding. 
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the most part considerably smaller than those that participating 
Indian organizations received in 1981. 

In addition to LPAs and Indian tribes, other organizations 
that received grants in 1981, such as LPAs ineligible for 
go-percent fundinq, experienced large reductions in 1983. Over 
80 percent of these organizations were subject to cuts of 75 
percent or more, and most actually had their funding termin- 
ated. Because none of these organizations were eligible for the 
90-percent restricted funds, they had to depend on either dis- 
cretionary awards from the Secretary or grants from the un- 
restricted portion of their states' block grant allocation. 
xos t of this funding, however, went to organizations that had 
not received community services categorical grants in 1981. 

FEDERAL REQUIREMENTS AND ACHIEVING EVEN 
GEOGRAPHIC COVERAGE ARE MOST INFLUENTIAL 
FACTORS IN STATES' DECISION MAKING 

States considered a number of factors in establishing pro- 
gram priorities and objectives for CSBG. As shown in chart 2.4, 
the factor most frequently ranked of great importance by program 
officials was federal legislative requirements. Officials often 
cited the go-percent requirement as influencing their deci- 
sions. For example, Pennsylvania's original 1983 CSBG plan was 
to extend the block grant to all of the state's counties by dis- 
tributing 75 percent of its go-percent funds to "lead agencies" 
representing each of Pennsylvania's 67 counties or consortiums 
of counties plus the cities of Pittsburgh and Philadelphia. 
Althouqh CAAs could have been lead agencies, this was not re- 
cluired. Additionally, a county or city that did not choose to 
be covered by a previously funded CAA would need to designate a 
new entity as its lead agency or serve as the lead agency it- 
self. When the go-percent restriction was continued in October 
1982, ?onnsylvania changed its plans and distributed its 
?10-percent funds to organizations that remained eligible. 

Similarly, before the Congress extended the go-percent 
requirement, Florida planned to distribute 25 percent of its 
1983 allocation by county area to be available to the local 
governments. When the go-percent requirement was continued, 
Florida altered its plans to comply with federal law. Continua- 
tion of the go-percent requirement also temporarily kept Colo- 
rado from implementing its plans to distribute funds to coun- 
ties. State officials first changed plans after the requirement 
was continued for all states through December 17, 1982, because 
no waiver provision was incorporated in the October 1982 federal 
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continuing resolution. However, they changed plans again when 
the .waiver provision was incorporated in the December 1982 con- 
tinuing resolution and reverted back to their original plan to 
fund counties. 

Another factor of great importance in 10 states was achiev- 
ing more even geographic distribution of funds. In addition, 
several states' efforts to more evenly distribute community 
services funds among the poor also resulted in wider geographic 
distribution. For example, both Michigan and Massachusetts re- 
vised their allocation formulas to include poverty factors. 
Since poverty was geographically disbursed throughout these 
states instead of being concentrated in the large cities which 
were heavily funded under previous funding patterns, the 
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poverty-based formulas resulted in broader geographic distribu- 
tion. 

Several states also took steps to extend services to pre- 
viously unserved areas. For example, Texas extended services to 
91 previously unserved counties by providing funds for expanding 
the areas to be covered by existing service providers. Simi- 
larly, officials in Mississippi gave existing providers the op- 
tion to cover areas not previously served, and Washington iden- 
tified current providers as eligible for proportionate funding 
for formerly unserved areas. Additionally, in 1983 Pennsylvania 
funded 14 new organizations because it wanted to serve new loca- 
tions and provide additional services. 

Another factor considered to be of great importance by over 
half the states was the change in federal funding. Massachu- 
setts, for instance, made two major decisions based in part on 
the reduction of federal funds. The state decided to provide 
its go-percent funds only to CAAS and to allocate funds par- 
tially on the basis of poverty. Similarly, Mississippi state 
program officials said reduced funding caused them to look more 
closely at local projects. They said that community services 
projects that had the same objectives as those supported by the 
state's employment security program were not funded in 1983 and 
projects that duplicated former energy projects were streamlined 
to complement rather than compete with such projects. Addition- 
ally, Washington officials said they transferred funds into CSBG 
from the low-income home energy assistance block grant because 
state officials thought CSBG was underfunded. 

About one-third of the state officials also considered the 
need to maintain program continuity, serve other target popula- 
tions, and increase providers' capabilities as factors of great 
importance. For example, a Michigan official said that the 
block grant program was essentially structured after the prior 
categorical programs because the former programs were well es- 
tablished and supported. Also, Mississippi officials made spe- 
cial efforts to target funds for serving low-income children, 
such as providing them transportation to doctors. 

CONCLUSIONS 

CSBG gave states greater authority and planning opportuni- 
ties in an area where their prior involvement had been limited. 
In approaching their new responsibilities for establishing pro- 
gram objectives and priorities, states were influenced by a 
number of factors, especially federal legislative requirements, 
such as the go-percent requirement, and a desire to achieve a 
mDre even geographic distribution of funds. Another factor of 
great importance was the level of federal block grant funding, 
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which was substantially below the levels under the prior cate- 
gorical programs. 

None of the 13 states used their own funds to help compen- 
sate for the reduction in federal funding in 1982 or 1983. This 
was not surprising given (1) their limited historical involve- 
ment in administering community services activities similar to 
those provided under the prior categorical programs and (2) bud- 
getary pressures in several of the states. Seven states did, 
however, continue to require matching funds from service pro- 
viders. Additionally, several states took advantage of the 
availability of 1981 categorical funds during 1982 and addi- 
tional jobs bill funds during 1983, giving providers added time 
and resources for adjusting to reduced federal funding levels. 

Most states used their authority to develop new methods of 
distributing community services funds which they preferred to 
methods used for allocating funds to local entities under the 
prior federal programs. While there was some variation from 
state to state, resource allocation was frequently based upon 
formulas which in whole or in part reflected the incidence of 
poverty. Generally, states also included factors in these for- 
mulas, such as minimum funding levels, to help ease the transi- 
tion by minimizing severe changes in funding. 

In addition to adopting new distribution formulas, several 
states made efforts to fund new entities and expand service 
coverage into previously unserved geographic areas. As a result 
of state policy initiatives and the substantial reduction in the 
level of available federal support, numerous changes occurred in 
the funding of individual service providers. Over 90 percent of 
entities funded in 1981 received less funds under the block 
grant, and the impact on CAAs, although substantial, was less 
severe than that upon LPAs, Indian tribes, and other organiza- 
tions. 
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CHAPTER 3 

CHANGES IN LOCAL COMMUNITY SERVICES GOVERNED 

PRIMARILY BY SERVICE PROVIDER DECISIONS 

State program officials in the 13 states reported few 
policy changes setting forth the types and amount of services 
which should be provided with CSBG funds. Local service pro- 
viders continued to be the principal decision makers for service 
priorities and delivery. However, providers reported a wide 
variety of changes in their operations which emanated from a 
number of interrelated factors, including fluctuations in fed- 
eral community services and other funding sources, changing 
client needs and economic conditions, and states' implementation 
of CSBG. 

STATES INITIATED FEW POLICY CHANGES 
SETTING FORTH ALLOWABLE CSBG SERVICES 

CSBG gave states broad flexibility to determine what com- 
munity services would be offered and to design programs to meet 
state needs. Few states took advantage of this flexibility to 
establish service priorities. Instead, most relied on service 
providers to identify local needs and offer services to respond 
to those needs. 

In 1983, only 2 of the 13 states established service prior- 
ities for their CSBG programs. Pennsylvania required local pro- 
viders to use at least 50 percent of their CSBG allocations for 
economic development and/or employment training activities--the 
two areas that the state had considered to be the primary means 
of ameliorating poverty. Similarly, Mississippi specified serv- 
ices and activities related to combating poverty that providers 
had to address, including housing assistance, outreach and 
referral, and health and nutrition. For fiscal year 1984, Penn- 
sylvania and Mississippi continued to set priorities; California 
officials identified, but did not mandate, two new service 
priorities for its program-- economic/job development and re- 
source development; and New York officials expressed the desire 
to get more involved in priority setting. 

Four states did use their CSBG flexibility to prohibit pro- 
viders from using block grant funds to pay the costs of adminis- 
tering other programs (such as Head Start). Under these states' 
policies, the use of CSBG funds was more restricted than under 
the prior Local Initiative Program, in which funds could be used 
to help absorb costs associated with administering other pro- 
grams. The other nine states continued to allow CSBG funds to 
be used for administering other programs, and some states 
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actually encouraged providers to use CSBG funds this way. For 
example, Massachusetts program officials believed that CSBG 
funds were best used to support administrative planning, needs 
assessment, organizing the community and related resources, and 
advocacy for the poor rather than to support direct services to 
clients. 

WIDE VARIETY OF CHANGES 
REPORTED AT THE LOCAL LEVEL 

We visited 47 CSBG service providers in the 13 states to 
obtain information about program changes that had occurred since 
block grant implementation and to elicit views on how CSBG in- 
fluenced their operations. The organizations are not statisti- 
cally representative of all CSBG providers, yet they represent a 
broad cross-section and provide examples of how such organiza- 
tions have fared under the block grant. 

The providers we visited varied significantly in size and 
scope of operation. In 1983, they ranged from a $150,000 opera- 
tion at the Economic Advancement for Rural Tribal Habitats in 
Ukiah, California, to a $48.5 million operation at New York 
City's Community Development Agency. As shown in appendix VII, 
33 of the 44 service providers we visited with comparable 1981 
and 1983 funding data received over $1 million in total annual 
1983 funding. 

Providers relied on CSBG funding to varying degrees. In 
1983, the proportion of service providers' total funding repre- 
sented by CSBG funds ranged from 2 to 95 percent, with 35 pro- 
viders receiving less than 25 percent of their funds from the 
block grant. Providers' remaining support came from one or more 
federal, state, local, and private sources, to be used for a 
wide range of purposes. For example, in 1983, Action for Boston 
Community Development, Inc., one of the largest CAAs we visited, 
received $3 million in block grant funds, $23 million from other 
federal sources, $3.5 million from the state, and about $0.6 
million from private groups and individuals. This organization, 
like many others in our review, received funds from various 
sources to support a wide range of activities, such as employ- 
ment, education, housing, and emergency assistance programs. 

All 47 service providers experienced funding changes and 
most experienced service-related changes from 1981 to 1983. 
Thirty-six indicated that changes brought about by CSBG were 
partially responsible for their operational changes. However, 
numerous other factors, such as changes in other sources of 
funds and changing economic conditions, also influenced pro- 
viders' operations. The following sections (1) describe local 
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level changes in funding, services, clients, and service deliv- 
ery, (2) discuss providers' perceptions of the factors contrib- 
uting to the changes, and (3) provide examples of the types of 
changes made to provider operations. 

Many providers reported 
declines in funding and 
changes in their operations 

Of the 44 service providers, 39 (89 percent) reported re- 
ceiving less federal community services funds (including jobs 
bill funds where identified) in 1983 than in 1981.1 The reduc- 
tions ranged from less than 1 percent at the Central Kentucky 
Community Action Council in Lebanon, Kentucky, to 91 percent at 
Colonias de1 Valle, Inc., in San Juan, Texas. Twenty-eight 
providers reported reductions of at least 33 percent. 

Although most providers experienced reduced federal commun- 
ity services funding, only about half had less total overall 
funding because they had increases in other funds--federal, 
state, local, and/or private funds. Twenty-four of the 44 ex- 
perienced a decline in overall funding ranging from about 3 per- 
cent at the Mexican American Development Association in Mont- 
rose, Colorado, to 83 percent at Colonias de1 Valle, Inc. Only 
nine had reductions of more than 33 percent. In addition, 20 
had increases in overall funding. 

As a result, federal community services funding declined as 
a percentage of providers' total funding at 37 of the 44 service 
providers in 1983. The average percentage in 1983 was 21 per- 
cent, down from 28 percent in 1981. Although CSBG funds ac- 
counted for only about one-fifth of providers' total funding, 
they were considered important because they provide a source of 
flexible funds to fill and address gaps in local needs, as noted 
by at least one provider in 5 of the 13 states. 

Many providers took steps to develop alternative funding 
sources to adjust for significant declines in 1983 community 
services and/or other funds. Twenty-nine providers reported 
taking initiatives, such as seeking other federal funds, soli- 
citing other public and private grants, charging membership fees 
or fees for services, and/or soliciting private contributions, 
For example, the six service providers we visited in Massachu- 
setts said they used a variety of methods to obtain alternative 
funding, including private and public contributions, other 

1For the purpose of our analysis, providers' matching funds were 
not considered federal community services funds. 
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federal grants, and local funding. The Pennsylvania Directors' 
Association for Community Action expected to raise $46,000 in 
1983 by charging membership fees to its member agencies to help 
adjust for reduced federal community services funds. Similarly, 
the Mesa County Community Action Agency in Grand Junction, 
Colorado, earned income through a bookbinding service and con- 
tracted with a private consultant to identify other ways to 
generate income. 
Rapids, Iowa, 

Hawkeye Area Community Action Program in Cedar 
solicited assistance from six county boards of 

supervisors and received about $40,000 in additional funds to 
keep six service centers open. 

Of the 22 providers that made increased use of volunteers 
since the block grant came into effect, 15 said this action was 
prompted by reduced funding levels. For example, Louisville- 
Jefferson County Community Action Agency, in Kentucky, reported 
increasing the use of volunteers to help offset reductions in 
staff from 89 to 43 caused by reduced funds. Similarly, West 
Central Development Corporation in Harlan, Iowa, said its in- 
crease in the use of volunteers related to reduced funds. 

In addition to these efforts, almost all service providers 
reported operational changes. Forty-one of the 44 service pro- 
viders with comparable funding information reported that major 
changes in either funding levels or sources had an impact on one 
or more aspects of their operations. For example, 30 providers 
reported reduced staffing levels and/or changes in their organi- 
zational structure, 26 reported reducing or eliminating serv- 
ices, and 19 pointed to changes in their service delivery 
methods, such as closing service locations or shifting from pro- 
viding direct services to offering referral assistance. Three 
stated that funding changes prompted staffing increases, one re- 
ported increased services, and two said that service delivery 
methods have been enhanced; the remaining providers either re- 
ported no changes in these areas or did not offer their views. 

Service providers reported similar views concerning changes 
in those aspects of their operation supported with community 
services block grant funds. For example, of the 41 providers 
providing their views, 27 reported reductions in staffing and/or 
organizational structures, 4 cited increases, and 10 reported no 
change. Of the 45 providers providing their views on changes in 
the numbers of locations and/or size of area served, 16 reported 
decreases, 9 increases, and 20 no change. With regard to serv- 
ice delivery, caseloads per staff worker reportedly increased at 
27 of the 43 respondents, remained the same for 15, and de- 
creased at 1. 
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Also, of the 39 providers that responded to our question 
concerning major changes in services supported with CSBG funds, 
31 said they had made major changes in services provided and/or 
changes in the emphasis placed on certain services; 8 providers 
said their services and related emphasis remained the same. 
Service changes varied and included the deletion of some serv- 
ices, such as financial budget counseling at the statewide rural 
New York Farmworkers Opportunities, Inc., and the addition of 
some services, such as the Emergency Food Assistance Program by 
the Burlington, Vermont, 
Opportunities. 

Champlain Valley Office of Economic 

ices provided, 
Some providers also modified the type of serv- 

such as offering short-term emergency services 
instead of services aimed at ameliorating long-term poverty. 

Quantifiable client data were not readily available in many 
locations, and providers' views on how changes in their serv- 
ices, service delivery methods, and staffing levels influenced 
the numbers of clients served were mixed. For example, 31 of 
the 44 providers with comparable funding data indicated a change 
in staffing and/or organizational structures. Of these 31, 12 
believed that the change resulted in fewer clients being seen, 
7 believed the change had no effect, 3 said it increased the 
number of clients, and 9 were uncertain as to the influence of 
the change on the number of clients served. 

CSBG is one of many factors that 
influenced service provider operations 

Over three-fourths of the 47 providers we visited believed 
their operations were influenced by CSBG. Providers frequently 
associated operational changes with reduced federal community 
services funds. At least one provider in six states said 
changes in their funding levels were caused by revised funding 
formulas, such as in Michigan where formula revisions shifted 
funds from Detroit to rural areas. 

Additionally, a Mississippi provider said state policies on 
allowable services required it to channel CSBG funds to activi- 
ties which it believed did not address local needs. Pennsyl- 
vania providers said the state did not seek information on local 
needs before it established statewide service priorities. Some 
providers in Kentucky and Washington said state decisions to 
broaden geographic coverage required them to adjust their pro- 
grams to accommodate the larger service area. 

Several other factors in addition to CSBG implementation 
influenced providers' operations. About three-fourths said 
that their operations were affected by changes in other funding 
levels and sources--both increases and/or decreases. Providers 
cited changes in funding for other programs as the factor most 
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frequently influencing their operations, with changes in the 
Department of Labor's Comprehensive Employment and Training Act 
(CETA) program heading the list. Modifications of other federal 
programs, such as the replacement of federal energy programs by 
the low-income home energy assistance block grant, prompted 
adjustments. 

Forty percent of the service providers' reported opera- 
tional changes were caused by changing client needs, Typically, 
providers said that changi‘lg local economic conditions, espe- 
cially rising unemployment, created an increased demand for food 
and other short-term emergency services, as opposed to services 
designed to address the causes of long-term poverty. 

Moreover, the direct link between CSBG and providers' serv- 
ices and clients is obscured in many locations because block 
grant funds are used to pay the costs of administering other 
federal or local programs. Twenty-seven providers reported us- 
ing CSBG funds to pay administrative costs of other programs, 
with the amount used varying from 2 percent at one provider to 
100 percent in three locations. Fifteen used at least 25 per- 
cent of their funds to administer other programs, such as Head 
Start and the Emergency Food Assistance program. For example, 
Self Help, Inc., in Brockton, Massachusetts, said about 80 per- 
cent of its CSBG funds were used to administer other programs 
and, as a result, funding changes could not be translated into 
service changes. Officials from West Central Development Cor- 
poration, in Harlan, Iowa, which used almost all its CSBG funds 
to support other federal programs, said service changes between 
1981 and 1983 were not related to CSBG implementation. 

EXAMPLES OF VARIATIONS IN 
SERVICE PROVIDERS' OPERATiONS 

Because each service provider was unique and operated in a 
complex environment, providers reported widely varying changes 
in their operations since the creation of the block grant. The 
following examples illustrate the differences in providers' 
situations and the ranges in programmatic changes as well as 
various interrelated factors that influence service providers' 
operations. Funding changes are based on information obtained 
from the providers. 

Detroit service provider's 
operations affected by funding 
changes and economic condltlons 

Detroit's Neighborhood Services Department, a public CAA, 
experienced about a 37-percent reduction in federal community 
services funds between 1981 and 1983, from $8.5 million to 
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$5.4 million. At the same time, the department had an increase 
in overall federal funding of about $0.5 million, due in part to 
a large increase in Head Start funds. When considering all 
funding--federal, state, local, and private--total funding in- 
creased from 1981 to 1983 by over $5 million, from $23.3 million 
to $28.4 million. Because of the shifts in the department's 
reliance on different funding sources, federal community serv- 
ices funding decreased from about 37 percent of total funding in 
1981 to 19 percent in 1983. 

The department took several steps to compensate for antici- 
pated funding and staffing reductions in some funding sources. 
For example, officials said they greatly increased the use of 
volunteers, but this practice was being questioned by labor 
unions, which claimed that union salaried jobs might be jeopard- 
ized. Officials also mobilized the resources of churches and 
other organizations that could provide community-related 
services. 

Officials reported reducing the emphasis on some services, 
including homemaker, counseling, and outreach. Staff levels 
were also cut from 274 to 206, with further reductions expected 
in 1984. As a result, officials said the quality of services 
decreased because they could no longer concentrate on long-term 
solutions to poverty. Instead, service efforts were geared 
toward meeting the emergency needs of new clients caused by 
declining local economic conditions--referred to as the "new 
poor" by officials from the department. 

While changing needs created increased demands for short- 
term emergency services as federal community services funds de- 
clined, measuring the block grant's specific impact on pro- 
viders' operations was difficult. Officials estimated that 
about 50 percent of the department's CSBG funding is used to 
support service centers, administration, and supplies and equip- 
ment which support all the organization's activities. 

Washington provider uses increased 
fundrng to meet new client needs 

Compared to 1981, community services funding to the Spokane 
Neighborhood Centers/Catholic Charities, a private nonprofit 
CAA, increased from about $240,000 to an estimated $270,000 in 
1983, while its overall funding increased from about $2.5 mil- 
lion to an estimated $4.1 million. The provider reported ex- 
panding operations and shifting program emphasis to meet in- 
creasing emergency housing, food, and employment needs of newly 
impoverished clients resulting from depressed local economic 
conditions. Part-time staffing and volunteer use increased, and 
the provider's staff caseload greatly increased because of a 
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rise in the number of clients served in 1983. Provider offi- 
cials believed that the quality of some services had declined 
because staff spent less time with each client. 

Although the provider received increased CSBG and overall 
funding and made programmatic changes, officials did not link 
these changes to CSBG implementation. Thirty-four percent of 
the provider's 1983 CSBG funding was used to support other fed- 
eral programs. 

New York's largest grant recipient 
operates more economically to 
help compensate for reduced 
community services funds 

New York City's Community Development Agency experienced 
about a 34-percent reduction in federal community service funds 
between 1981 and 1983 ($25.5 million to $16.8 million, including 
about $950,000 from the jobs bill), coupled with a $3.2 million 
(or 43.4-percent) decrease in community services funds received 
from the city. At the same time, total funding increased from 
$34.3 million to $48.5 million, up about 42 percent. This in- 
crease in total funds was attributed almost entirely to the 
agency's assuming responsibility for the low-income home energy 
assistance block grant. It accounted for about $27.5 million of 
the agency's total funds in 1983 and was available to provide 
eligible households energy assistance, which is only one of sev- 
eral services the agency provides. 

Agency officials said their approach to addressing poverty 
was not affected by the reductions in community services funds-- 
local neighborhood organizations still made most program deci- 
sions, with input from the community. However, to absorb com- 
munity services funding cuts, the agency took steps to operate 
more economically. These included reducing program administra- 
tive staff from 237 to 134, developing an in-house capability to 
provide technical assistance instead of providing it under con- 
tract, and reducing the fiscal administrative staff budget by 50 
percent. In addition, funding for local neighborhood organiza- 
tions was cut by about 20 percent, and agency officials reported 
that the number of clients served declined by about 12 percent, 
from about 227,000 clients to an estimated 200,000. In addi- 
tion, all services except those for senior citizens were re- 
duced, and staff caseloads increased. 

Agency officials said they did not attempt to obtain pri- 
vate funds to help replace reduced community services funding 
because the agency is a public CAA--part of New York City. How- 
ever, the agency officials said local neighborhood organizations 
sought out other resources, although sometimes with little 
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success ; made increased use of volunteers; and took other steps, 
such as sharing facilities, to cut costs. 

Iowa provider reportedly not 
affected by reduced CSBG funding 

The West Central Development Corporation, a private, non- 
profit CAA in Harlan, Iowa, experienced a reduction in federal 
community services funds and an increase in total funds between 
1981 and 1983. Community services funding dropped from about 
$339,000 in 1981 to $314,000, or about 7 percent, in 1983, in- 
cluding jobs bill funds, while overall funding increased from 
about $3.5 million to $4.1 million, or 17 percent, during that 
period. The overall increase was primarily attributable to in- 
creases in funding for other federal programs, such as the low- 
income home energy assistance block grant and Head Start. State 
funds decreased from about $102,000 to about $12,000 during the 
period. Although federal community services funding as a per- 
centage of overall funding fell from 10 to about 8 percent, 
officials do not believe the decrease significantly affected 
their approach to alleviating poverty. 

Almost all of this service provider's CSBG funds are used 
to pay the costs of administering other federal programs. The 
provider said it increased service locations from 11 to 12 be- 
tween 1981 and 1983, while the number of clients served, serv- 
ices offered, quality of services, and staff caseloads remained 
the same. 

Massachusetts' largest provider 
sought alternatlve funding to help . 
offset funding reductions 

Total funds available for all activities, including commun- 
ity services, at Action for Boston Community Development, Inc., 
a private nonprofit CAA, decreased from about $36 million in 
1981 to about $30 million in 1983. Total federal funds declined 
by about $7.6 million, while state and other funds increased by 
$1.9 million. Community services funds as a percentage of total 
funds declined from about 13 percent in 1981 to 10 percent in 
1983. The changes in funding are shown below. 

36 



1981 1983 

(millions) 

Federal funds: 
Community services 
Energy assistance 
CETA (through city) 
Other 

State 
Private foundations, fees, and 

third-party payments 

Total 

$ 4.8 $ 3.0 
13.2 10.6 

7.7 3.5 
7.9 8.9 
1.8 3.5 

.4 .6 

$35.8 $30.1 

According to provider officials, increases in state funds 
were primarily directed toward the energy assistance area. 
Officials also said they developed alternative sources of funds 
between 1981 and 1983 to adjust for reduced federal funds. For 
example, contributions were obtained from public corporations to 
support Head Start, day care, and various other activities. 
Additionally, arrangements were made with three banks to finance 
half the training costs and guarantee jobs for eligible appli- 
cants. While some clients were helped through the bank arrange- 
ments, the void created by CETA cuts was not filled. As a re- 
sult of reductions in CETA funds, officials said the number of 
individuals served in youth employment programs declined from 
555 in 1981 to 177 in 1983 and the number of adults in employ- 
ment programs dropped from 833 to 406. 

Officials said reductions in CSBG funds limited their abil- 
ity to provide services, such as meals-on-wheels and transporta- 
tion services for senior citizens. Additionally, community 
services staff was cut from 155 to 95, caseloads increased, and 
the number of service locations was reduced through consolida- 
tion. Officials said it was difficult, however, to relate CSBG 
cuts to changes in the number of clients served. They said most 
CSBG funds are distributed to local neighborhood organizations, 
which identify priorities and decide how to use funds to meet 
local needs. Often, according to staff officials, a large por- 
tion of the funds is used to support other programs, such as 
Head Start, youth programs, and fuel assistance. 

Despite community services 
funding cuts, Houston provider 
expands services 

Gulf Coast Community Services Association, a private non- 
profit CAA in Houston, received about $944,000 more in total 
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funding in 1983 than in 1981--$9.5 million versus $8.6 million-- 
while community services funding decreased from $3.4 million to 
$2.2 million. The increase in total funds was primarily attrib- 
uted to a net increase of about $867,000 in federal funds from 
such programs as Head Start and the Emergency Food Assistance 
Program. Additionally, increases in local funding and moneys 
from private groups and individuals more than offset a reduction 
in state funds. Provider officials said the funding changes had 
little impact on their operations. 

Two new services were offered, however, to meet community 
needs. A learning center was established to increase adult 
reading abilities, and a formal job placement service was set up 
with the Texas Employment Agency. The quality of services, 
which were provided with less staff, was viewed by the provider 
as better. Also, although the number of clients reportedly in- 
creased from about 59,000 to an estimated 265,000, this was pri- 
marily because of counting individuals who had received food 
through the Emergency Food Assistance Program. 

CONCLUSIONS 

Because few states used the flexibility provided by CSBG to 
establish service priorities and specify how CSBG funds must be 
used, providers continued to be the principal program decision 
makers, as they were under prior categorical programs. Pro- 
viders adopted widely varying strategies to deal with reduced 
funding and differing local community needs and conditions. TO 
adjust for reduced funds, many providers sought alternate fund- 
ing sources and relied more on volunteers. Also, most providers 
made service-related adjustments. About 70 percent reported re- 
duced staffing levels and/or organizational changes, slightly 
over 40 percent noted decreases in service delivery methods, and 
almost 60 percent reported reducing or eliminating services. At 
the same time, a few providers reported increases in these 
areas. Providers' views on changes in the number of clients 
served were mixed. 

Local service providers frequently said that changes in 
federal community services funding were a contributing factor to 
changes in their operations. However, discerning the exact 
impact of the block grant was often difficult because many pro- 
viders, which varied in size and scope, used federal community 
services funds to administer other programs and the link between 
CSBG funding changes and program changes was obscure. Moreover, 
the relationship between CSBG and changes in providers' opera- 
tions was clouded by other dynamics, such as changing client 
needs and local economic conditions, as well as fluctuations in 
other funding sources. 
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CHAPTER 4 

BLOCK GRANT SUBSTANTIALLY INCREASES 

STATES' ADMINISTRATIVE RESPONSIBILITIES 

An important feature of the block grant was the flexibil- 
ity it gave states to design and administer their community 
services programs. Because states had little involvement in 
administering the prior community services categorical pro- 
grams, CSBG brought states new or expanded responsibilities and 
substantial opportunities to use their administrative flexi- 
bility. 

States approached their new responsibilities differently 
and were managing CSBG by establishing program requirements, 
monitoring service providers, providing technical assistance, 
collecting data, and arranging for audits. Federal administra- 
tive costs for community services had clearly decreased, while 
state administrative costs had increased. However, because 
cost data are either not available or not comparable among the 
13 states, CSBG's impact on administrative costs cannot be 
quantified. 

STATES APPROACH CSBG ADMINISTRATIVE 
RESPONSIBILITIES DIFFERENTLY 

States approached their new administrative role differ- 
ently. Some deferred accepting the block grant and used the 
additional time to prepare for the program: others accepted it 
as soon as possible. Some states assigned block grant adminis- 
trative responsibility to new organizational units, while 
others looked to units that had some limited experience under 
the prior programs. Also, some states used existing federal 
administrative procedures to ease the transition to CSBG, while 
others developed and used their own procedures from the OL:-set. 

Some states deferred 
accepting block grant 

The 1981 block grant legislation allowed states to post- 
pone accepting CSBG for up to 1 year (until October 1, 1982). 
While 8 of the 13 states assumed responsibility on October 1, 
1981, 5 elected to defer acceptance and allow more time to pre- 
pare for the program. For example, although it deferred ac- 
cepting block grant responsibility until October 1, 1982, 
Colorado established an advisory committee in January 1982 com- 
posed of state legislators, county and city representatives, 
and service providers. The committee assessed the community 
needs, with input from local elected officials, and recommended 
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a program plan. By the time Colorado accepted the block grant, 
the committee had designed the basic program, including the 
fund allocation methodology. 

Likewise, New York deferred accepting the block grant and 
took steps to assume responsibility during the interim period. 
In May 1982, New York's Weatherization Policy Advisory Council 
formed a subcommittee to help prepare for the block grant pro- 
gram. Meeting several times during 1982, the subcommittee re- 
viewed relevant issues, considered alternative funding methods, 
and discussed the state's proposed community services plan. 
Like Colorado, 
ity, 

by the time New York accepted CSBG responsibil- 
the basic program framework had been developed. 

States assign CSBG responsibilities 
to different organizational units 

Because states' 
limited, 

prior administrative experience was very 
an established framework within the state for accept- 

ing CSBG responsibilities was not always present. As a result, 
four states assigned CSBG administrative responsibility to 
either new or different organizational units from those used in 
prior years. Florida, for example, created a block grant sec- 
tion in its Bureau of Local Government Assistance, within the 
Department of Community Affairs. Similarly, Kentucky assigned 
CSBG responsibilities to its Department of Social Services in- 
stead of its former economic opportunity office. In contrast, 
9 of the 13 states assigned CSBG responsibilities to the organ- 
izational units that had previously administered certain com- 
munity services categorical grants. 

Also, the location of the CSBG administering unit within 
the states' organizational structure also varied among the 13 
states. Seven assigned the responsibility to departments or 
offices of community or local affairs. However, in Kentucky 
and Vermont, it was assigned to the social services agency; in 
Michigan, to the Department of Labor; in New York, to the De- 
partment of State: and in California and Mississippi, the pro- 
gram was administered by the governor's office. 

In addition, states' limited involvement in administering 
the prior community services programs often resulted in staff- 
ing increases. For the seven states where we were able to ob- 
tain comparable data, six increased their staff in conjunction 
with assuming CSBG; the staffing increases ranged from 1 in 
Vermont to 17 in Texas. Although staff decreased from eight to 
five in the remaining state--Washington--officials told us that 
the administering unit also lost certain other activities when 
it was assigned CSBG responsibility. 
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some states initially used 
federal administrative procedures 

Six of the 13 states initially adopted the former categor- 
ical federal administrative procedures, but later either estab- 
lished, or planned to establish, their own procedures. For 
example, Michigan officials said they used federal procedures 
initially to ease the transition to the block grant. However, 
at the time of our fieldwork, the state planned to change cer- 
tain prior federal policies to conform with state requirements 
and was in the process of reviewing and streamlining others. 

In contrast, officials in 7 of the 13 states said they 
developed new procedures for block grant administration soon 
after they accepted program responsibility. For example, 
Florida officials explained that new procedures were required 
because differences existed between the prior categorical pro- 
gram and the block grant. Essentially, existing federal regu- 
lations and forms were geared to programs that no longer 
existed. Also, Colorado officials said the decision to admin- 
ister CSBG through county governments necessitated new proce- 
dures. Mississippi and Iowa developed new procedures because 
officials wanted greater oversight. 

STATES ARE CARRYING OUT 
MANAGEMENT RESPONSIBILITIES 

In accepting CSBG, all states assumed new or expanded 
grant management responsibilities related to establishing pro- 
gram requirements, monitoring, providing technical assistance, 
collecting data, and arranging for audits. Generally, the 13 
states were carrying out these responsibilities although dif- 
ferent approaches and emphases were noted. Also, both state 
officials and service providers had differing views of whether 
states' administrative requirements were more or less burden- 
some than requirements imposed by the federal government under 
the prior programs. 

Requirements imposed on 
service providers 

The prior categorical programs imposed numerous federal 
requirements on grant recipients. The 1981 block grant legis- 
lation removed many of these federal requirements, but the Con- 
gress did establish certain prohibitions and restrictions per- 
taining to the use of CSBG funds, such as discriminating; using 
funds for certain political purposes; and purchasing or improv- 
ing land or purchasing, constructing, or permanently improving 
a building (other than low-cost residential weatherization or 
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other energy-related home repairs1.l All 13 states required 
service providers to comply with these federal requirements. 

The 1981 block grant legislation also permits states, at 
their option, 
viders. 

to impose additional requirements on service pro- 
All 13 imposed auditing and reporting requirements, 

and 12 required service providers to conduct needs assessments 
or to obtain prior state approval for certain actions, such as 
making major purchases. Chart 4.1 shows the number of states 
that imposed various requirements. 

Chart 4.1 

Number of States That Imposed Selected 
Requirements on Community Services 

Block Grant Servxe Providers 

1Pursuant to the 1981 legislation, the Office of Community 
Services has established procedures through which some states 
have received waivers to the prohibition against using funds 
for capital improvements. 
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States used various means to make service providers aware 
of#applicable federal and state requirements. All 13 states 
included requirements in contracts and/or agreements, and most 
incorporated requirements into their laws, regulations, or 
state policy guidance. For example, Colorado put the federal 
requirements relating to civil rights and political activities 
as well as the state requirement mandating periodic audits into 
state laws. Mississippi included state requirements on match- 
ing, reporting, needs assessment, and prior state approval in 
its policy guidance to service providers. 

In addition to these requirements, 5 of the 13 states 
relaxed or planned to relax client eligibility requirements. 
All 13 states used OMB income poverty guidelines as a measure 
for establishing participant eligibility, but not all set the 
same criteria. For fiscal year 1983, 9 of the 13 states estab- 
lished eligibility criteria at 100 percent of the OMB poverty 
guidelines-- the same criterion used for most of the prior cat+ 
gorical grant programs --while 4 states set the criterion at 
125 percent. Colorado changed the eligibility criterion from 
100 percent to 125 percent in 1983 so the requirement would 
coincide with its low-income home energy assistance block 
grant. Similarly, Washington planned to change to 125 percent 
in 1984 to coincide with that program. 

States monitor CSBG differently 

All states reported monitoring service providers' compli- 
ance with federal and state requirements. However, they ap- 
proached monitoring differently and made different use of moni- 
toring results. Some service providers believed that state 
monitoring was more frequent and comprehensive in scope than 
previous federal monitoring, although their perceptions varied 
on this issue. 

The organizations responsible for monitoring varied among 
states. In 11 of the 13 states, only the CSBG administering 
unit monitored the block grant program, while in Michigan and 
Pennsylvania monitoring was done by the administering unit and 
other organizations. For example, in Pennsylvania, the attor- 
ney general's, the treasury's, and comptroller's offices moni- 
tored CSBG activities. 

Officials in 6 of the 13 states said they monitored commu- 
nity services programs in conjunction with other programs. For 
example, Pennsylvania officials told us that because service 
providers in two counties did considerable housing renovation 
work under contracts funded with both block grant and state 
moneys, Pennsylvania's administering agency reviewed those con- 
tracts jointly. Similarly, New York officials told us that 
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if a service provider administered CSBG and a categorical pro- 
gram, the administering office monitored both at the same time. 

State officials told us they emphasized various issues 
when monitoring service providers. As chart 4.2 shows, states 
reported considerable consistency in the emphasis placed on 
monitoring various federal requirements. 
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aLow-income home energy assistance. 
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Also, as shown in chart 4.3, states relied most heavily on 
reviewing data and reports and making site visits to monitor 
service providers. 
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The frequency of states' site visits to service providers 
varied substantially, ranging from about annually in Florida 
and Kentucky to bimonthly in Washington and New York. Six 
states scheduled monitoring visits to service providers between 
two and four times a year. New York and Pennsylvania officials 
said they scheduled additional monitoring visits to providers 
that had high funding levels or were experiencing financial or 
other difficulties. 

Just as monitoring techniques varied, so did state actions 
as a result of monitoring. Actions ranged from identifying the 
need for additional technical assistance to defunding service 
providers. Eleven states said they relied heavily on site 
visits to provide technical assistance. For example, officials 
in New York's Division of Economic Opportunity told us that the 
state's monitors included a section in their site visit reports 
identifying problems and technical assistance needed to correct 
them. 
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Three states 
result of monitori 

specifically defunded service providers as a 
.ng activities. Mississippi officials de- 

funded one CAA in 1983 and temporarily suspended another be- 
cause they did not comply with state requirements. Massachu- 
setts and Washington officials also defunded service providers 
as a result of state monitoring efforts. 

Over half the service providers that provided opinions on 
the comprehensiveness of federal and state monitoring said 
state monitoring was more comprehensive in terms of the fre- 
quency and scope, as shown in chart 4.4. Twelve service pro- 
viders were unable to compare federal and state monitoring. 

I6 

States provide technical assistance, 
but service provldersre 

State officials said they provided technical assistance in 
various areas to different types of service providers. All 13 
states provided assistance to CAAs, and 10 reported that they 
provided assistance to LPAs; the other 3 did not fund such 
agencies in 1983. Ten states also provided technical assist- 
ance to Indian organizations and organizations serving migrant 
and seasonal farmworkers, and eight said they provided assist- 
ance to political subdivisions. Most states made great use of 
the telephone, letters, written guidance, and site visits to 
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provide technical assistance: 
ferences and training courses. 

some also made great use of con- 
Also, 

cials, 
according to state offi- 

technical assistance was usually provided on federal and 
state restrictions, financial management procedures, state ap- 
plication procedures, and auditing, reporting, and evaluation 
requirements. It was provided less frequently for civil rights 
requirements and data collection. 

As shown in chart 4.5, service providers essentially con- 
firmed that states were providing technical assistance. 
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While 42 of the 47 service providers in our review said 
they had received technical assistance, 32 told us they would 
like more. For example, four of the six service providers we 
visited in Massachusetts said they would like additional tech- 
nical assistance in at least one of the following areas: audit 
requirements, personnel management, planning, program adminis- 
tration, and program evaluation techniques. 

State collection and 
use of data varied 

All 13 states reported collecting data on CSBG; however, 
the types of data collected and the use made of the data 
varied. The most common types of data collected related to the 
size and service needs of the population eligible for services, 
service quantity and quality, client age and income, and pro- 
gram effectiveness. The types of data least frequently col- 
lected related to client education and the extent of recidi- 
vism. According to state program officials, only Texas had 
detailed 1983 funding and client data by services identified in 
the legislation, although Kentucky, Michigan, and Vermont had 
1983 data readily available on either clients or funding and 
data were available through searching providers' grant files in 
Florida. 

States used the data they collected for a number of pur- 
poses in 1983. State officials told us the data were used for 
monitoring in all 11 states, to prepare budget documents in 7, 
and for annual reports in 7. Officials in about half the 
states said the data were also used for determining client 
needs and allocating funds. As shown in chart 4.6, state offi- 
cials reported that state management requirements had the most 
influence over state data collection efforts. 
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While states have been collecting data since block grant 
implementation, most did not have statewide information on 
services provided and clients served under the prior categori- 
cal programs because of their limited involvement in those pro- 
grams. Similarly, an Office of Community Services official 
told us that comprehensive baseline information on the prior 
categorical programs was not readily available at the federal 
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level because CSA-- the prior federal administering agency--had 
been abolished and HHS had only limited knowledge about those 
programs. 

State officials told us that it would be of great use to 
have additional information on quality of services and program 
effectiveness in 10 and 11 states, respectively. Less intense 
interest was expressed regarding additional information on eli- 
gible population and client characteristics, including age, 
sex, minority status, income, education, disability, and loca- 
tion. Despite the desire for additional information, officials 
in most states anticipated collecting about the same amount of 
information in 1984 that was collected in 1983, except for ser- 
vice quality and program effectiveness, where nine states ex- 
pected increases. Also, all states except one identified major 
barriers to collecting information. They cited inadequate re- 
sources (10 states), burden on grantees (9 states), limited 
finances (8 states), and measurement problems (8 states). 

States arrange for 
audits of CSBG funds 

State audits of CSBG expenditures are a key oversight fea- 
ture of the block grant legislation. States are required by 
law and regulations to obtain independent audits of their CSBG 
expenditures at least biennially and to make copies of such 
audits available to HHS and the public. Generally, state audi- 
tors plan to conduct state-level block grant audits as part of 
single department-wide or statewide audits. In a few cases, 
however, state-level audits were to be conducted by public ac- 
countants, and certain audits were,performed separately for the 
block grant program. State officials told us that GAO's Stand- 
ards for Audit of Governmental Organizations, Programs, Activi- 
ties, and Functions, will be used in conducting audits. 

As of June, 1984, 7 of the 13 states had completed state- 
level audits pertaining to CSBG, 4 had audits in process, and 2 
others had audits planned. Information obtained from HHS' In- 
spector General relating to 41 states showed that as of January 
1984, 19 states had completed CSBG audits, 10 had audits in 
process, and 12 had audits planned. 

We were able to obtain copies of the reports for four of 
the seven states in our review with completed audits. The 
audit report for the Michigan Department of Labor, Bureau of 
Community Services, which reviewed CSBG program expenditures as 
of September 1982, stated that the financial statements pre- 
sented fairly the status of funds. It also noted certain ques- 
tioned costs of subgrantee expenditures and that the final de- 
termination on the allowability of these costs would be made by 
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the Bureau of Community Services under the terms of the grant 
agreements. The audit report for Mississippi covered all funds 
administered by the Governor's Office of Federal-State Programs 
as of September 30, 1982. 
pertaining to prior years' 

The report noted certain findings 
transactions concerning fixed assets 

and amounts due from subgrantees and that budget data were not 
presented as required by generally accepted accounting princi- 
ples because it was not practical to restate the state's fiscal 
year budget data on a federal fiscal year basis, and noted that 
certain subgrantee costs have been identified as questionable. 
The audit report states that subject to the effect of these 
items, the financial statements present fairly the assets, 
liabilities, and fund balances of the office's programs. 

On June 25, 1984, the auditor general of California re- 
leased a report entitled The Office of Economic Opportunity Has 
Not Controlled Public Funds Properly. This audit report, which 
focused in part on the CSBG program, cited numerous deficient 
fiscal management and monitoring procedures and stated that the 
Office of Economic Opportunity had already corrected some of 
the problems identified in the report and had initiated or 
planned to initiate corrective action to remedy other problems 
identified. 

Kentucky's auditor of public accounts completed audits of 
the state's financial statements for the state's fiscal years 
1982 and 1983. These reports stated that the financial state- 
ments of the Commonwealth of Kentucky presented fairly the as- 
sets, liabilities, and fund balances, including federal funds, 
arising from cash transactions at the year end and the cash 
receipts collected and expenditure,s paid during the year. 
These reports also stated that these statements were prepared 
in accordance with the Commonwealth's cash basis of accounting 
and therefore did not present, either financial positions or re- 
sults of operations in accordance with generally accepted ac- 
counting principles. As part of these audits, the auditor made 
certain recommendations to improve procedures and strengthen 
controls. In addition, the auditor performed a separate review 
of the Cabinet for Human Resources' internal controls and com- 
pliance with state and federal laws. This report identified 
numerous areas which could be improved, and the Cabinet stated 
that a majority of the recommendations have been or will be 
implemented. 

In addition to audits at the state level, audits were also 
planned at the service provider level (see p. 42). CSBG serv- 
ice providers are generally responsible for arranging their own 
audits. Certified public accountants and internal auditors 
usually conduct the audits on an entity-wide basis covering all 
the service provider's funds. While comprehensive data for all 
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13 states were not available, information we obtained from 
state officials indicated that as of October 31, 1983, 161 
service provider audits were complete, 90 were in process, and 
147 were planned. 

Differinq opinions on relative 
burden of federal and state 
administrative procedures 

Officials in 8 of the 13 states believed that, in compari- 
son to the categorical programs, service providers had the same 
or less discretion under CSBG. For example, a Mississippi pro- 
gram official told us that although service providers were al- 
lowed to design their own service delivery projects within the 
parameters of the state plan, the state‘s control of funds and 
monitoring activities provided tighter control than under fed- 
eral administration. 

On the other hand, officials in five states said that 
service providers had more discretion because these states pro- 
vided greater flexibility in using block grant funds. For ex- 
ample, Washington officials said that service providers had 
increased flexibility because managerial emphasis was switched 
from compliance with numerous requirements to emphasis on 
achieving program goals. Similarly, Colorado officials said 
they allowed service providers greater latitude in determining 
program objectives, services offered, and methods of adminis- 
tration and delivery because counties were better able to co- 
ordinate services with those provided by their social services 
departments. 

Chart 4.7 shows service providers‘ opinions on whether 
states' administrative procedures under CSBG were more or less 
burdensome than the federal government's procedures under cate- 
gorical grants. Their opinions on the overall administrative 
obligations were almost evenly divided. Regarding specific 
requirements and procedures, most providers viewed them as 
equally burdensome or said state requirements were more burden- 
some. 
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FEDERAL ADMINISTRATIVE COSTS DECREASE 
WHILE STATE COSTS INCREASE 

Federal administrative costs for community services have 
clearly decreased since block grant implementation, although 
detailed cost information is not readily available. On the 
other hand, states' administrative costs have clearly increased 
because of their very limited involvement in the prior pro- 
grams. However, the increased cost could not be quantified due 
to the lack of comparable information across the 13 states. 
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Some administrative cost data 
available at federal level 

Baseline data on the cost of administering the prior cate- 
gorical programs are sketchy, although HHS has general budget 
information on CSA's costs before block grant implementation. 
This information shows that about $40 million was earmarked in 
1981 for program administration of the categorical programs 
that were consolidated into CSBG. However, according to an Of- 
fice of Community Services official, detailed records relating 
to actual administrative costs were not readily available be- 
cause many were lost, destroyed, or placed in storage when CSA 
was abolished. 

The Office of Community Services' 1985 budget showed the 
cost for administering CSBG in 1983 was about $2.1 million, ex- 
cluding the cost of closing out CSA --a $37 million decrease 
from the 1981 funds earmarked for CSA. In conjunction with 
creation of the block grant, federal level staff used to admin- 
ister community services was reduced substantially. 

State level administrative costs increased 

In addition to increased administrative responsibilities, 
state program officials estimated2 significantly increased 
obligations for administrative costs under CSBG. For 1981 the 
13 states received about $1.6 million in community services 
categorical grants, and state program officials reported about 
$1.1 million was obligated for administrative costs. In con- 
trast, these states were allotted over $139 million in CSBG 
funds for 1983, and state officials estimated about $6.3 mil- 
lion would be used for administrative costs. 

Comparable administrative cost data are not available 
across the 13 states. State-level administrative cost defini- 
tions for CSBG were not comparable. Although the block grant 
legislation established a S-percent ceiling on administrative 
costs at the state level, neither the law nor HHS regulations 
defined administrative costs. Four of the 13 states had estab- 
lished.written definitions that apply to state level CSBG ad- 
ministrative costs. Officials in four other states provided 
unwritten definitions, and the remaining five states had no 
definition. The definitions ranged from very vague and general 
to very detailed with specific administrative cost items being 
identified. The types of costs included in the definitions 
also varied greatly. 

2Frogram officials' estimates were used to determine the effect 
of CSBG on states' administrative costs because the only 
available expenditure data at the time of our review were 1982 
data at only 3 of the. 13 states. 
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Also I seven states had definitions that identify costs for 
service providers as well as state offices, whereas three 
states had definitions only for service providers. The other 
three states made no reference to service providers in their 
definition. 

State officials' perceptions 
about administrative costs 

State officials' perceptions about how the block grant has 
affected the cost of administering community services tended to 
support the notion that CSBG has brought added administrative 
responsibilities at the state level, but the specific impact on 
administrative costs cannot be quantified. 

For example, an official in the Mississippi Governor's 
Office for Community Services noted that, before the block 
grant, the office simply functioned as a liaison office. Under 
CSBG, the office's responsibilities and administrative costs 
had increased. Similarly, a Vermont official noted that the 
state assumed a great deal more responsibility under the block 
grant, including monitoring and evaluating the use of funds 
bYf and the performance of, CAAs. 

CONCLUSIONS 

States approached their new or expanded administrative re- 
sponsibilities for community services differently. Some ac- 
cepted the block as soon as possible; others waited and used 
the time to plan for the program. Also, states assigned CSBG 
responsibilities to different types of organizations and ini- 
tially used different administrative procedures tc carry out 
their responsibilities. 

States were also carrying out their new management respon- 
sibilities by establishing program requirements, monitoring 
service providers, providing technical assistance, collecting 
data, and arranging for audits. Both state officials and serv- 
ice providers had mixed views regarding whether state or the 
prior federal administrative procedures were more burdensome. 

Federal administrative costs for community services had 
clearly decreased since block grant implementation, primarily 
due to the elimination of CSA, and federal staff reductions. 
On the other hand, states' administrative costs clearly in- 
creased as a result of their expanded role under CSBG. Because 
cost data are either not available or not comparable across the 
13 states, CSBG's impact on administrative costs cannot be 
quantified. 
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CHAPTER 5 

STATE ELECTED OFFICIALS AND CITIZEN 

GROUPS HAVE BECOME MORE INVOLVED IN 

PROGRAM DECISIONS UNDER THE BLOCK GRANT APPROACH 

Because most predecessor categorical programs were adminis- 
tered by the federal government with limited state involvement, 
CSBG gave state elected officials their first opportunity to be- 
come actively involved in the administration of federal commun- 
ity services funds. Governors and legislators became involved 
in program decisions, and this increased involvement usually 
manifested itself through the state budget process. 

In addition to federally mandated CSBG public participation 
requirements-- legislative hearings and circulation of reports on 
the intended use of CSBG funds-- most states reported holding 
executive branch hearings and establishing advisory committees. 
Input obtained from advisory committees and comments on intended 
use reports often had the greatest influence on CSBG program 
decisions. 

While most of the interest groups we surveyed participated 
in public hearings, their satisfaction with state efforts to 
facilitate formal public input was mixed. Also, while state 
officials generally believed the block grant approach was a more 
desirable way to fund CSBG services, most interest groups pre- 
ferred the prior categcrical approach. Many interest groups 
were concerned about state funding decisions and about the im- 
pact of state decisions on the groups and individuals they rep- 
resented. 

EXPANDED GUBERNATORIAL AND 
LEGISLATIVE INVOLVEMENT 

Before CSBG, states' involvement in federally supported 
community services was essentially limited to decisions re- 
garding coordination, liaison, and other peripheral activities. 
Consequently, as shown in chart 5.1, program officials in 10 
states believed that their governor's involvement in community 
services program decisions had increased from the levels that 
existed under the prior categorical programs. Program officials 
in nine states also believed their legislatures were more 
involved. 
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CHART 5.1 
STATE PROGRAM OFFICIALS’ OPINIONS ABOUT 

GUBERNATORIAL AND LEGISLATIVE INVOLVEMENT 
IN COMMUNITY SERVICES BLOCK GRANT 

DECISIONS COMPARED TO PRIOR CATEGORICALS 
I 1 

INCREASE 

El SAME 

l3El DECREASE 

GOVERNOR LEGISLATURE 

While governors had several mechanisms available to obtain 
information on or to exercise control over block grants, most 
relied on their opportunities to review and revise budget sub- 
missions. Fewer governors relied on public hearings, advisory 
committees, or the review and approval of federal grant applica- 
tions. Like the governors, the legislatures relied heavily on 
the state budget process as an oversight mechanism for block 
grants. Legislatures in all 13 states appropriate federal CSBG 
funds through their normal budget process, and 10 of them speci- 
fically identify funds for certain program areas. Eleven legis- 
latures also require reports on federal grant operations, 
including CSBG. 

Legislative staffs in four states said their legislatures 
are greatly involved in CSBG decisions. This was a considerable 
increase over the prior categorical programs, in which none of 
the legislatures noted a high degree of involvement because fed- 
eral grants went directly to local service providers. Also, 
legislative committees in three states made changes to the 1983 
block grant plans or proposals submitted by executive agencies. 
The types of changes involved maintaining or increasing funds 
for specific services and geographic areas and changing the 
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method of service delivery. For example, the New York Senate 
expanded the types of groups that could be funded under the CSBG 
budget request submitted by the governor to include groups that 
did not receive categorical funds. 

Governor's office representatives and legislative officials 
identified a number of block grant characteristics that encour- 
aged their involvement. Those most commonly cited were the 
ability to transfer funds between blocks and greater state au- 
thority to set program priorities. In addition, legislative 
staff in seven states said that the CSBG legislative hearing re- 
quirement encouraged state legislative oversight. A legislative 
staff member in Kentucky noted that this requirement helped the 
legislature formalize the grant application process and develop 
control mechanisms. New York legislative officials said that 
CSBG got the state legislature involved in targeting and eligi- 
bility issues. Gubernatorial officials in seven states also 
viewed the legislative hearing requirement favorably, some ob- 
serving that it served as an impetus to involve the public in 
these programs. 

On the other hand, gubernatorial officials said that block 
grant prohibitions and restrictions on the use of funds tended 
to negatively affect governors' abilities to oversee block grant 
planning and implementation. Specifically, governors in nine 
states reported that the federal block grant go-percent require- 
ment had such a negative effect. For example, an official from 
the Massachusetts Governor's office stated that federal legisla- 
tive restrictions on providing CSBG funds to new grantees makes 
it difficult to fund new grantees in previously unserved areas 
or to replace grantees in areas where certain services have been 
terminated or a grantee has been defunded. Similarly, legisla- 
tive officials in seven states also said that earmarking provi- 
sions tended to discourage their oversight. 

STATES USE SEVERAL MECHANISMS 
TO OBTAIN CITIZEN INPUT 

States must hold legislative public hearings and prepare 
and make public reports on their intended and actual uses of 
CSBG funds. In addition, 12 states reported holding executive 
branch hearings, and 11 states reported using one or more ad- 
visory committees. Program officials said that advisory commit- 
tees and the comments on the intended use reports were the most 
important sources of information for decisions regarding the use 
of CSBG funds. 

States prepared required reports 

All 13 states provided their 1983 intended use report to 
various public and state organizations for comment. Eleven of 
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these states distributed the reports on their own initiative 
rather than on request. In most instances, report recipients 
included state legislators, service providers, private citizens 
or organizations representing public or private interest groups: 
Also, eight states sent copies to local government officials and 
organizations representing minorities and the elderly. Six 
states revised their intended use plans and made them available 
to the public for comment. Also, eight of the nine states that 
had accepted the block grant in 1982 included a report on their 
actual use of 1982 funds together with the 1983 intended use 
report which they submitted to HHS. 

More interest groups were generally satisfied than were 
dissatisfied with the length of the states' comment periods for 
the intended use report and its availability. However, they ex- 
pressed greater dissatisfaction with the opportunity to comment 
on revisions to the plan and the timing of the comment period 
relative to the states' decision-making process. Five states 
plan to make changes to encourage more citizen input on intended 
use reports. The changes include soliciting comments from more 
groups and earlier in the decision-making process. 

States conducted legislative 
and executive hearings 

Legislative committees in 11 of the 13 states reported 
holding at least one public hearing to address CSBG in 1983. 
New York did not accept CSBG until 1983, and the block grant 
legislation does not require a legislative hearing until the 
following year. In Mississippi, legislators participated in 
three regional hearings that were jointly sponsored by the 
governor and the legislature. 

Overall, 16 legislative committees in 11 states reported 
holding 41 hearings. Thirty hearings were in the state capital, 
and most were conducted by either a budget or an appropriations 
committee. Only 2 hearings were held separately to address 
CSBG, while 23 were held during the state's normal budget appro- 
priation hearings process. The other 16 hearings were part of 
appropriation hearings that also included other block grants. 
Legislative officials in 5 of the 11 states that held legisla- 
tive hearings said that the concerns expressed during those 
hearings led to changes in the state's budget proposal, 

The most widely used method to notify the public of legis- 
lative hearings was state mailing lists. In nearly all states 
the advance notification period ranged from 1 to 4 weeks. The 
average number of individuals that attended the legislative 
hearings for which we were able to obtain data ranged from 162 
in Massachusetts to 15 in Pennsylvania. 
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Eleven states also held a total of 52 executive branch 
hearings for CSBG in 1983. The number of hearings ranged from 
nine in Michigan to two in Vermont, Washington, and Massachu- 
setts. Twenty-six CSBG hearings were held separately, 19 were 
held with other block grants, and 7 were held along with other 
federal and state programs. 

The amount of advance notification for the executive hear- 
ings was 2 to 4 weeks in most states. Only one state gave less 
than 1 week's notice. The average attendance at these hearings 
ranged from 10 persons in Pennsylvania to 102 in Texas. unlike 
hearings held by the legislature, most executive public hearings 
were held outside the state capital. Most states also made spe- 
cial efforts to encourage participation by local governments, 
service providers, and members of protected groups. 

With regard to public hearings, more interest groups were 
satisfied than dissatisfied with the number of hearings held, 
their location, the degree of advance notice, and the amount of 
time allotted to block grants, Conversely, they expressed 
greater dissatisfaction with the availability of information 
before hearings and the timing of hearings relative to the fund 
allocation decision-making process. 

Legislative committees in five states plan to change the 
public hearings process. These changes include holding more 
hearings outside the state capital, improving the notif ication 
process, and holding hearings earlier. Four states plan to make 
changes in the executive branch hearings, such as scheduling 
hearings earlier in the funding decision-making process, holding 
more hearings, and holding more hearings outside the state capi- 
tals. Washington and Michigan, which held two and nine hear- 
ings, respectively, plan to hold fewer hearings. 

Considerable use of advisory 
committees and task forces 

Program officials in 10 of the 13 states identified 18 ad- 
visory committees or task forces that participated in the CSBG 
decision-making process. Eight of these committees addressed 
CSBG only, while the other 10 addressed CSBG in conjunction with 
other block grants and/or related state-funded programs. 

These committees were composed primarily of state program 
officials, private citizens, service providers, and organiza- 
tions representing minorities. The governor's office appointed 
members to these committees in four states and was directly rep- 
resented in five states. In California, the state legislature 
also appointed individuals to advisory committees, and in six 
states legislators served on one or more of these committees. 
Most of the interest groups were generally satisfied with both 
the role and composition of state advisory groups. 
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Role of citizen input 
in CSBG decision making 

As shown in chart 5.2, program officials said that adt 
committee recommendations and comments on intended use repor 
were the most important sources of information in making dec, 
sions on priorities or objectives for programs supported with 
CSBG funds. Unlike other blocks grants, statistical measures c 
program performance had the least impact on CSBG decisions, 
according to program officials. 

In 12 of the 13 states, information received from one or 
more of the citizen input mechanisms led to decisions on the use 
of CSBG funds. For example: 

--The Florida Community Service Block Grant Advisory Com- 
mittee held five public hearings on the feasibility of 
merging the block grant with a state trust fund used to 
provide community services. The administering agency 
recommended against the merger based on comments received 
during the hearings, and such a merger did not take 
place. 

--In Massachusetts, comments received during public hear- 
ings prompted changes in the priorities used to select 
projects competitively. 
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--In Pennsylvania, draft regulations that would allow more 
flexibility in using funds for employment and economic 
development projects were revised as a result of comments 
received at public hearings. 

--In Texas, comments received on intended use reports led 
to a decision to set aside unrestricted funds for awards 
to Indian tribes. 

PERCEPTIONS OF INTEREST GROUPS 
AND STATE OFFICIALS ON BLOCK GRANTS 

While many interest groups increased their activity with 
state officials under block grants, their satisfaction with 
state efforts to facilitate input into CSBG program decisions 
was mixed. Also, they were divided regarding their satisfaction 
with state responses to their concerns, although slightly more 
than half said they believed block grants adversely affected 
groups they represented. State officials were generally pleased 
with the block grant approach, while most interest groups per- 
ceived block grants to be a less desirable way of funding com- 
munity services. Many interest groups that saw the block grant 
approach as less desirable expressed dissatisfaction with 
states' responsiveness to their concerns about maintaining or 
increasing funding for services and perceived that state block 
grant decisions adversely affected those groups or individuals 
they represented. 

Interest groups give mixed 
reaction on state input process 

About 48 percent of the CSBG interest group respondents 
told us that they had increased their levels of activity with 
state legislatures and/or state executive agencies since block 
grant implementation. Most of these were statewide organiza- 
tions involved in a wide range of activities to learn about or 
influence CSBG programs. These activities centered on partici- 
pating in formal state citizen input processes or informal con- 
tacts with state officials. As shown in chart 5.3, interest 
groups participated in various aspects of the citizen input 
process. Attending or providing testimony at hearings was 
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the most widely used input process, with 59 percent of the 
interest groups responding to our survey participating.1 

Table 5.1 shows that both attendance and testimony were 
greater for executive branch than for legislative hearings. 

10f the 786 respondents to our survey of interest groups in the 
13 states, 239 indicated they had some knowledge of CSBG-funded 
programs. Not all 239, however, answered every question in our 
survey, and percentages are based on the total number of 
respondents to each question. The number of respondents to 
each question, which ranged from 57 to 239, is detailed in 
appendix VIII. 
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Table 5.1 

Percent of Interest Group Participation 
ln Different Aspects of Hearing Process 

Aspect of process Percent 

Attendance at executive hearings 50 
Attendance at legislative hearings 31 
Testimony at executive hearings 29 
Testimony at legislative hearings 16 

Interest group and service provider 
satisfaction with the state process 

There were nc clear trends in satisfaction or dissatisfac- 
tion with state me hods for facilitating citizen input. The 
major areas of satisfaction were with the accessibility of state 
officials for informal consultation (68 percent), the time and 
location of hearings (53 percent), and the time allotted to 
block grants at hearings (50 percent). The major areas of dis- 
satisfaction related to the availability of information on the 
intended use of funds before hearings (47 percent), the oppor- 
tunity to comment on revised plans (50 percent), the timing of 
hearings relative to the states' decision-making process (43 
percent), and the timing of the comment period relative to the 
states' decision-making process (49 percent). Interest groups 
that actively participated in the state processes by testifying, 
attending hearings, or submitting comments on state plans were 
more satisfied with state processes than interest groups that 
were not actively involved. 

Three issues of great or very great concern to interest 
groups were the need to maintain or increase funding for speci- 
fic services (73 percent), for geographic areas within the state 
(55 percent), and for services for protected groups, such as 
minorities and the handicapped (63 percent). Program officials 
told us that they also perceived a considerable concern about 
the need to maintain or increase funds for specific services 
during the executive branch hearings. 

As shown in chart 5.4, interest groups were divided con- 
cerning their satisfaction or dissatisfaction with state re- 
sponses to their concerns. They were slightly more satisfied 
than dissatisfied with states' responses to their concerns to 
maintain or increase funds for specific services and to geo- 
graphic areas. They were more dissatisfied with the states' 
responses to their concerns to change the fund distribution 
mechanism or to maintain or increase funds for protected groups. 
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Also, 52 percent of the interest group respondents believed 
that changes made by the state to programs supported with CSBG 

funds have adversely affected the individuals or groups they 
represented. Thirty-one percent of the interest group respond- 
ents viewed the state changes favorably, and the remainder said 
there was no impact. 

The 47 local service providers we visited said that they 
relied most heavily on informal consultations with state offi- 
cials and attendance at state conferences and meetings to convey 
their views. However, most of these providers also attended 
executive hearings on CSBG. The service providers were gener- 
ally satisfied with the states' citizen input process. Almost 
75 percent believed that states provided sufficient advance 
notice for hearings and that the availability of intended use 
reports was adequate. Of the 40 service providers responding, 
17 believed that the opportunities to provide input into state 
decision making for CSBG-supported services were greater, 12 be- 
lieved they were about the same, and 11 believed they were fewer 
under block grants' than under the prior categorical programs. 

State officials and interest groups 
have different perceptions of 
block grant approach 

State officials generally believed the block grant approach 
was a more desirable funding mechanism than the prior categori- 
cal approach. Out of 39 responding legislative leaders, 29 in 
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12 states said block grants were more desirable than categori- 
cals, as did CSBG program officials in 10 states and guberna- 
torial officials in 11 states. Three legislative leaders in 
three states believed the block grants were a less desirable 
approach. The others saw little or no difference between the 
approaches. 

Interest groups, on the other hand, did not generally per- 
ceive the block grant approach to be a more desirable method of 
funding community services programs. Only 28 percent said the 
block grant approach was more desirable, while 54 percent saw it 
as a less desirable way of funding community services programs. 
Those interest groups who were less satisfied with the block 
grant approach were generally those who said that states did not 
maintain or increase funds for specific services and that state 
block grant decisions had adversely affected those groups or in- 
dividuals they represented. The remaining 18 percent saw little 
or no difference. 

While interest groups and state officials had differing 
views on the desirability of the block grant, both expressed 
concern about the federal funding reductions that accompanied 
the block. In our opinion, it was often difficult for individ- 
uals to separate block grants --the funding mechanism--from block 
grants-- the budget-cutting mechanism. Accordingly, officials 
in several states experiencing funding cuts commented that the 
advantages of their expanded flexibility were somewhat dimin- 
ished by the reduced federal funding, and interest groups were 
concerned about the implications for individuals they repre- 
sented. 

CONCLUSIONS 

The opportunity to exercise their expanded authority for 
CSBG programs has contributed to the increased involvement of 
governors and legislatures in programs previously dominated by 
federal officials. This increased involvement has been accom- 
panied by increased citizen involvement in the decision-making 
process for federally supported community services programs. 
States were using a variety of mechanisms to obtain citizen 
input, and states made the greatest use of input obtained from 
comments on intended use reports and advisory committees when 
making program and funding decisions. 

Interest groups provided mixed reactions to states' citizen 
input processes. They were generally satisfied with their ac- 
cess to state officials, the number and location of hearings, 
and the time allotted to block grants at hearings. However, 
many were dissatisfied with the availability of information on 
the intended uses of CSBG funds, the opportunity to comment on 
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revised plans, 
states' 

and the timing of hearings relative to the 
decision-making process. Also, interest groups had a 

mixed reaction regarding the adequacy of state responses to 
their concerns. 

In general, state officials liked the block grant approach 
and viewed it as a more desirable method of funding community 
services. On the other hand, interest groups generally viewed 
it to be a less desirable method for funding community serv- 
ices. Over half the interest groups said state changes to pro- 
grams supported with block grant funds adversely affected the 
groups they represented. 
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APPENDIX I APPENDIX I 

GAO REPORTS ISSUED TO DATE ON STATES' 

IMPLEMENTATION OF BLOCK GRANTS CREATED 

BY THE OMNIBUS BUDGET RECONCILIATION ACT OF 19811 

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

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

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

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

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

States Use Several Strategies to Cope With Funding Reductions 
Under Social Services Block Grant (GAO/HRD-84-68, August 9, 
1984) 

l-GAO plans to issue additional reports on block grants. 
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APPENDIX II 

DESCRIPTION OF GAO'S DATA 

APPENDIX II 

COLLECTION METHODOLOGY 

To obtain information concerning the implementation and 
administration of block grants in 13 states, we collected data 
from two sets of sources: 

1. Individuals or organizations having an interest in a 
single block grant, such as the state office that 
administers the block grant. 

2. Individuals or organizations potentially having in- 
terest in more than one block grant, such as groups 
within the state legislature. 

In some instances we obtained data directly from records 
available at organizations we visited; however, most of the data 
were provided to us by individuals or organizations. Most data 
collection took place during the period January to August 1983. 

We developed four data collection instruments for use in 
obtaining information from the first set of sources referred to 
above and five for obtaining information from the second set of 
sources. The instruments we used to obtain information from 
sources having interest in a single block grant were: 

--Program Officials Questionnaire. 

--Financial Information Schedules, 

--State Audit Guide. 

--Service Provider Data Collection Guide. 

Almost identical versions of the Program Officials Ques- 
tionnaire were used for all block grants we reviewed. The other 
three instruments listed above were to a much greater degree 
tailored to the specific block grant. 

Questionnaires were used to obtain information from sources 
with potential interest in more than one block grant. The five 
respondent groups for these questionnaires were 

--governors' offices, 

--state legislative leadership, 

--state legislative committees, 
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--state legislative fiscal officer(s), and 

--public interest groups. 

The approach we generally took with these questionnaires 
was to ask about the respondent's specific experience with each 
block grant and then ask some questions about general impres- 
sions and views concerning the block grant concept. 

The primary focus of our study was at the state level; 
thus, most of our data collection took place there. Even when 
collecting data from other than the state level, state implemen- 
tation and administration remained our major interests. The 
questions in the Public Interest Groups Questionnaire concerned 
the group's views on how the state implemented and administered 
each block grant. The Service Provider Data Collection Guide 
was used not to obtain comprehensive data from the service pro- 
vider level, but rather to identify some of the implications, 
for service providers, of state policies and practices in block 
grant implementation. 

The questionnaires were pretested and externally reviewed 
prior to their use. The extent of pretest and review varied 
with the questionnaire, but in each case one or more state of- 
ficials or organizations knowledgeable about block grants pro- 
vided their comments concerning the questionnaire. 

The Financial Information Schedules were discussed with 
other organizations that had obtained similar information at the 
state level in the past. The topics to be included in the Serv- 
ice Provider Data Collection Guide were discussed with service 
providers before the final instrument was produced. 

The following sections describe each data collection 
instrument, including information on the source of the data and 
the method used to administer the instrument. 

PROGRAM OFFICIALS QUESTIONNAIRE 

Content 

This questionnaire was designed to elicit information about 
the administration of the block grant. It asked state program 
officials about 

--the ways in which the state established priorities and 
program objectives, 
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--the procedures used to obtain the views of citizens and 
other interested groups, 

--the scope of the state's data collection efforts, 

--the extent to which technical assistance was provided to 
state and local providers, 

--the state procedures and practices for monitoring 
service providers, and 

--the state's general impressions concerning block grants. 

Source of information 

The questionnaires were completed by senior level program 
officials who had primary responsibility for administering the 
block grant in the 13 states included in our study. We spe- 
cified in the questionnaire that the responses should represent 
the official position of the program office. 

Method of administration 

We identified the senior program official in each state and 
delivered the questionnaire to the office of that official. The 
state program official was asked to complete the questionnaire 
with help, if necessary, from other staff and return the ques- 
tionnaire to our representative. When certain responses were 
given, follow-up questions were asked to obtain additional in- 
formation. 

FINANCIAL INFORMATION SCHEDULES 

Content 

The purpose of these schedules was to obtain the best 
available data on (1) the funds available for CSBG and predeces- 
sor programs, (2) states' use of block grant funds, and (3) the 
funding levels for local providers both before and after block 
grant implementation. These schedules show, for fiscal years 
1981-83, funding for community services from 

--federal categorical grants going through the state 
government and going directly to local organizations, 

--block grant funds going through the state government, 

--the Secretary's set-aside and reserve funds, i.e., 
discretionary funds and direct Indian grants, 
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--state and local funds to meet matching requirements, 

--state-supported community services funds, and 

--other local community services funds. 

Source of information 

The funding data was obtained partly from the Office of 
Community Services and partly from program and budget informa- 
tion available at the state level. In some instances, final 
award figures were not available and, as a result, estimated 
figures were provided. In these cases, however, state officials 
agreed that the figures provided represented the best available 
information at the time we completed our fieldwork. In general, 
funds allocated for CSBG under the March 1983 Emergency Jobs 
Appropriations Act were not included in our 1983 analyses. Be- 
cause of the timing of these allocations, most of the states we 
visited had not made awards to entities at the time the vast 
majority of our financial data was collected, and it was not 
always clear whether these funds would be awarded in 1983 or 
1984. 

In addition, we consulted with officials from the Urban 
Institute and HHS on the design of the financial information 
schedules because of their knowledge and ongoing work in these 
areas. 

Method of administration 

Our staff worked with state program and budget officials to 
complete our pro forma financial information schedules. 

STATE AUDIT GUIDE 

Content 

We developed this audit guide to collect information on the 
state's administrative organization and management of CSBG. The 
areas covered included 

--determining how states distributed CSBG funds and how the 
states' method was different from the federal govern- 
ment's distribution of the prior categorical grant 
funds: 

--identifying changes in the types and funding levels 
of local organizations that received CSBG funds; 
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--ascertaining whether the states had state-supported comm- 
unity services programs, and if so, how CSBG planning fit 
into the overall state planning process; 

--identifying the administrative structure used by the 
state to deliver community services; and 

--identifying the impact of the block grant on services 
provided and clients served. 

Source of information 

The information was obtained from state officials through 
interviews and state documents. 

Method of administration 

A detailed audit guide was used by our field staff to 
obtain this information. Follow-up meetings were held with 
state officials for further information or clarification of 
data. 

SERVICE PROVIDER DATA COLLECTION GUIDE 

Contents 

This guide was used by our field staff to collect informa- 
tion concerning services provided through the use of block grant 
and other funds. The areas covered included 

--descriptive information about the service provider, 

--sources of service provider funding, 

--scope of specific services, 

--methods of service delivery, 

--information about clients served, 

--information about how service providers influenced 
states" block grant programs, and 

--service providers' perspectives on states' 
administration of the block grant program. 
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Source of information 

Our field staff visited 47 organizations receiving CSBG 
funds in the 13 states. These organizations were judgmentally 
selected to provide some coverage for different types and sizes 
of providers (e.g., public and private nonprofit organizations 
and small, medium, and large organizations) and locations in the 
state (i.e., urban and rural areas). In our selection, we in- 
cluded the organization that received one of the largest 1983 
CSBG funding grants in each state, and in almost all cases, the 
organizations were previous categorical grant recipients so we 
could compare local community services before and after CSBG was 
implemented. 

The service providers were generally selected from a list 
of 1981 categorical grantees provided by HHS. We visited at 
least three organizations in each of the 10 states; six each in 
Colorado and Massachusetts; and five in California, including 
organizations that received CSBG funds from the state but did 
not provide direct services, so we could obtain firsthand 
information concerning the impact of CSBG on local services in 
that state. 

Method of administration 

The instrument was completed onsite by our field staff. 
Interviews with service provider officials and staff, and review 
of documents such as annual reports and internal audits, served 
as the basis for the data recorded on the instrument. 

GOVERNOR'S OFFICE QUESTIONNAIRE 

Content 

This questionnaire focused on the role played by the gover- 
nor and his or her office in implementing and administering the 
block grant. Questions included were 

--the extent of the governor's involvement in the decision- 
making process regarding block grant funding and adminis- 
tration, 

--what the governor did to obtain information or exercise 
control over the setting of state program priorities, 

--whether there are any changes anticipated in the way in 
which the governor will exercise control in the future, 
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--if additional federal technical assistance would have 
been useful, and 

--what the governor's general impression was about block 
grants. 

Source of information 

The questionnaire was completed by the governor or a 
representative designated by the governor. 

Method of administration 

The questionnaires were mailed directly to the governors, 
with all governors or their designated representative respond- 
ing. When complete, the questionnaires were returned to one of 
our representatives. 

STATE LEGISLATIVE LEADERSHIP QUESTIONNAIRE 

Content 

This questionnaire was used to obtain information about the 
perceptions of state legislative leaders concerning block 
grants. The questions asked legislative leaders included 

--how block grants affected the way in which the state leg- 
islature set program priorities and funding priorities, 

--what the major benefits were of funding programs through 
block grants, 

--how block grants could be improved, and 

--their general impressions about block grants. 

Source of information 

We compiled a list of legislative leaders based on a pub- 
lication by the Council of State Governments, State Legislative 
Leadership; Committees and Staff, 1983-84. Generally there were 
four per state: the presiding officer of the senate, the senate 
minority leader, the speaker of the house, and the house minor- 
ity leader. A total of 48 questionnaires were administered, and 
40 completed questionnaires were returned, for a response rate 
of 83 percent. 
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Method of administration 

We delivered the questionnaire to the offices of each 
state's legislative leaders, We asked that they complete the 
questionnaire and return it to our representative. 

STATE LEGISLATIVE COMMITTEES QUESTIONNAIRE 

Content 

The questionnaire requested information about public hear- 
ings concerning block grants held by committees of the state 
legislature in the 13 states. Questions included were 

--how many hearings were held and where, 

--who sponsored the public hearings, 

--what mechanisms were used to inform citizens that hear- 
ings were being held, 

--who testified at the hearings, and 

--what concerns were expressed. 

Source of information 

We attempted to identify those committees in each state 
that held public hearings for the 1983 block grants. The ques- 
tionnaires were completed by senior committee staff responsible 
for organizing public hearings on block grants. Twenty-eight 
committees received, completed, and returned the questionnaires. 

Method of administration 

We delivered the questionnaire to each legislative com- 
mittee that held public hearings for block grants in 1983. A 
senior committee staff member was requested to complete the 
questionnaire and return it to our representative. We followed 
up on selected questions for additional information. 

STATE LEGISLATIVE FISCAL OFFICER QUESTIONNAIRE 

Content 

The purpose of this questionnaire was to obtain information 
about the procedures used by the state legislatures to control 
and monitor block grant programs. Specifically, we asked 
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' --what controls or monitoring mechanisms the state legisla- 
ture has and whether they have changed since block grants 
were implemented by the state, 

--how block grant funds are appropriated, 

--whether public hearings led to changes in the use of 
block grant funds, 

--what role the legislature played in changing executive 
agencies' block grant plans or proposals, and 

--the fiscal officer's general impressions about block 
grants. 

Source of information 

Legislative fiscal officers are generally the directors of 
the permanent, professional staffs of state legislatures. To 
identify the appropriate staff persons to whom we should direct 
our questionnaire, we sought the assistance of the National Con- 
ference on State Legislatures, the National Association of State 
Fiscal Officers, and the Council of State Governments. 

Method of administration 

Our staff delivered 19 questionnaires to fiscal officers in 
our 13 states. Seventeen were completed and returned, for an 
89-percent response rate. We followed up on selected questions 
for additional information. 

PUBLIC INTEREST GROUP QUESTIONNAIRE 

Content 

This questionnaire asked various public interest groups 
about 

--their involvement with and perceptions of block grants, 

--their perceptions about the state's efforts to solicit 
and incorporate citizen input into state program deci- 
sions made on block grants, 

--their views as to the impact of changes made by the state 
on those persons they represented, and 

--their perceptions of changes in civil rights enforcement 
as a result of block grants. 
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Source of information 

The names and addresses of interest groups were obtained 
from several sources. Initially we contacted about 200 
national-level organizations and asked if they had state affili- 
ates that might have dealt with the implementation of the block 
grants. If so, we requested the names and addresses of those 
affiliates. The list of 200 national-level organizations was 
compiled from lists developed by staff, from mailing lists of 
organizations interested in specific block grants compiled by 
HHS, and from the staff of a private organization with extensive 
knowledge about block grants, such as the Coalition on Block 
Grants and Human Needs. 

This list was supplemented, where possible, by lists of 
interest groups compiled from attendance rosters kept by state 
agencies during their public hearings. The availability and 
usefulness of these lists varied by state. 

Once an initial list was compiled, we sent it to our staff 
in each of the 13 states. They I in turn, showed these lists to 
state officials involved with the block grants and to a small, 
diverse group of respondents on the lists. These groups pro- 
vided corrections and recommended additions of groups that they 
felt were active in block grant implementation but were not on 
the list we had initially compiled. 

The results of the selection process were not intended to 
be viewed as either the universe of public interest groups 
knowledgeable about block grants or a representative sample of 
public interest groups for any state or block gran,t. We be- 
lieve, however, the interest groups we contacted provided a 
diverse cross-section of organizations knowledgeable about the 
CSBG implementation. Information on interest groups' percep- 
tions on the block grant effect on civil rights will be 
presented in a separate report. 

Method of administration 

Questionnaires were mailed to the identified public inter- 
est groups with an enclosed, stamped, preaddressed envelope. A 
follow-up letter and questionnaire were sent to those who failed 
to respond within 3 weeks after the initial mailing. 
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Of the 1,662 groups on our final list, 786 returned com- 
pleted questionnaires, for a 47-percent response rate. Of the 
completed questionnaires, 239 indicated that they had at least 
some knowledge of the implementation of CSBG in the state in 
which their organization was located. 
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State 

California 
Colorado 
Florida 
Iowa 
Kentucky 
Massachusetts 
Michigan 
Mississippi 
New York 
Pennsylvania 
Texas 
Vermont 
Washington 

Total 

aIncludes HHS 

FEDERAL, FUNDING FOR COMMUNITY SERVICES 

ACTIVITIES IN THE 13 STATES 

1981-83 

Change in 
Federal community federal funding 

services funding 1981-83 
1981 1982a 1983aa Amount Percent 

------------(000 omitted)------------- 

$ 52,625 $ 30,187 $ 32,482 $(20,143) 
5,766 2,952 2,965 (2,801) 

14,162 9,316 9,804 (4,358) 
5,988 3,799 3,562 (2,426) 
9,393 6,163 6,775 (2,618) 

17,034 9,453 10,165 (6,869) 
19,937 13,007 13,427 (6,510) 
11,549 6,017 6,384 (5,165) 
60,250 31,268 33,103 (27,147) 
18,560 14,908 14,730 (3,830) 
22,663 15,192 16,684 (5,979) 

2,039 2,940 1,907 (132) 
8,635 3,987 3,957 (4,678) 

$248,601 $149,189 $155,945 $(92,656) 

(38.3) 
(48.6) 
(30.8) 
(40.5) 
(27.9) 
(40.3) 
(32.7) 
(44.7) 
(45.1) 
(20.6) 
(26.4) 
( 6.5) 
(54.2) 

(37.3) 

Secretary's discretionary grants to entities and _ . 
the set-aside for Indian organizations. 

bDoes not include funding under the Emergency Jobs Appropriations 
Act. 
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Michigan 5 
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New York 
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v-t 40 

86 lO(for 4(set-aside 
WS-t.d for Indians) 

($55,000 Er nulti- 
comty service areas) 

50 

24 

56 

so 

100 

(a) 

(to Zdivided 
eqUaW) 

S(unerplay- 
malt) 
S(psrcapita 
inamz differ- 
en-1 

20% 
decrease 

20% 20% 
decrease increase 

36 

aTexas' formla gives weights of 9 percent to poverty factors, 
to an inverse population density factor. 

9Opercenttoprevicus funding, ad 1 percent 
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13 (35.1) 3 (8.1) 4 (10.8) 4 (10.8) 2 (5.4) 1 (2.7) 1 (2.7) 3 (8.1) 2 (5.4) 4 (10.6) 

22 (ul.0) 12 (21.8) 8 (14.6) 5 (9.1) 3 (5.5) 1 (1.8) 3 (5.5) 0 (0) 0 UN 1 (1.6) 

3 (42.9) 1 (14.3) 1 (14.3) 0 (0) 1 (14.3) 0 (0) 0 (0) 1 (14.3) 0 (0) 0 (0) 

3 mw 0 (0) 0 (0) 0 (0) 0 (0) 0 (0) 0 (0) 0 (0) 0 (0) 0 (0) 

0 (76.7) 4 (4.4) 7 (7.8) 2 (2.2) 3 (33) 1 (1.1) 0 (0) 0 (0) 0 (0) 4 (4.4) 
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APPENDIX VII APPENDIX VII 

FUNDING RANGES FOR SELECTED 

SERVICE PROVIDERS FOR FISCAL YEARS 1981 AND 1983 

Federal 
community 

Total services 
funding funding 

1981 1983 1981 1983 

Under $100,000 0 0 1 4 
$100,001 to $250,000 2 4 12 18 
$250,001 to $500,000 3 2 13 12 ' 
$500,001 to $1,000,000 7 5 7 3 
$1,000,001 to $5,000,000 17 22 9 6 
$5,000,001 to $10,000,000 10 4 1 0 
Over $10,000,001 5 7 1 1 - - - - 

Total 44 44 44 44 
- - - - 

a4 



APPENDIX VIII APPENDIX VIII 

INI'ERESTGRCUP OPINICrNS 

Table 1 

CSBG Interest Grcup Satisfaction With State Methods of 
Facilitating Citizen Input Into CSHG Decisions 

Tbtal 
numberof 

respondents 

151 

142 

152 

160 

Percent Percent 
satisfied dissatisfied 

53 27 

50 26 

44 34 

46 36 

Hearings 

Time and location of hearings 

Time allotted to block grants 

Number of hearings 

Degree of advance notice 

Timing of hearings relative to 
state's decision-making process 35 43 136 

Availability of information before 
hearings 29 47 152 

Caments on state plans 

Length of ccmnentperiod on state 
intended use plan 43 36 138 

Timing of cannent period relative to 
state's decision-making process 35 49 138 

43 38 150 

32 50 135 

Availability of state intended use plan 

Opportunity to amnent on revised plans 

Advisory camittees 

Canposition of advisory groups 44 

Role of advisory groups 46 

30 

31 

124 

131 

Informal contact 

Accessibility of state officials for 
infomalcontacton block grants 68 16 143 
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Table 2 

Desirability of Block Grants Versus Categorical Grants 

Block grants Block grants and Block grants 
are n-me categoricals are are less 

desirable egually desirable desirable 

28% 18% 54% 

Table 3 

Level of Activity With State Program Officials 
and State Legislatures 

Percent 
Percent remained Percent 

increased the same decreased 

State program officials 52 39 9 

State legislatures 48 45 7 

Table 4 

Effects of Program Changes 

Percent 
favorable 

effect 

31 

Percent Percent 
no adverse 

effect effect 

17 52 

Total number 
of 

respondents 

173 

Total number 
of 

respondents 

176 

168 

Total number 
of 

respondents 

158 
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Table 5 

Satisfactions&q to Concerns 

C0nCeKT-S 

Increase funds for specific 
services 

Decrease funds for specific 
services 

Increase funds for geographic 
areas 

Decrease funds for geographic 
areas 

Increase funds for protected 
groups 

Need to change beneficiary 
eligibility 

Need to change fund distribution 

Need to change method of 
service delivery 

Need tochangeprogramadminis- 
tration procedure 

Percent Percent Percent 
satisfied neutral dissatisfied 

rntal 
number 

of 
respondents 

43 16 41 126 

26 37 37 59 

36 29 35 102 

23 46 31 57 

34 

35 

34 

33 

34 

25 41 106 

32 33 87 

22 44 101 

32 35 

28 38 

92 

103 

(000076) 
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