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FOREWORD 

The Lyndon B. Johnson School of Public Affairs has established inter
disciplinary research on policy problems as the core of its educational 
program. A major part of this program is the nine-month Policy Research 
Project, in the course of which two or three faculty members f r om different 
disciplines direct the research of ten to twenty graduate students of 
diverse backgrounds on a policy issue of concern to an agency of gover n
ment. This "client orientation" brings the students face to face with 
administrators , legislators , and other officials active in the policy pro
cess, and demonstrates that research in a policy environment demands 
special talents . It also illuminates the occasional difficulties of 
relating research findings to the world of political realities. 

This report on Texas's response to President Reagan ' s "new f ederalism" 
proposals is the product of a policy research project conducted at the LBJ 
School in 1981- 82 . Funding for publication was provided by the Lyndon 
Baines Johnson Foundation. 

It is the intention of the LBJ School both to develop men and women 
with the capacity to per for m effectively in public service and to pr oduce 
research that will enlighten and inform those already engaged in the policy 
process. The project that resulted in this report has helped t o accomplish 
the former; it is our hope and expectation that the report itself will con
tribute to the latter. 

Elspeth Rostow 
Dean 
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PREFACE 

The Sixty- Seventh Texas Legislature adopted a two- year state budget 
without knowing how much federal money the state would receive once Con
gress disposed of President Reagan's block grant and budget cut proposals . 
The Sixty- Eighth Legislature will face similar uncertainty in setting 
Texas ' s '83- ' 85 budget, due partly to incoherent federal policies and 
partly to rapidly changing economic and demographic conditions in the 
state. Texas survived the first round of the Reagan budget cuts without 
making any significant changes in state and local government operations . 
However, even a quick analysis of events shows that the state ' s good for
tune was accidental; it was not a well- planned and coordinated response to 
Reagan ' s "new" federalism. More importantly, the state and its local 
governments in Texas cannot withstand large shifts in intergovernmental 
fiscal responsibilities without making major changes in constitutional and 
statutory provisions which unduly r estrict them in planning and managing 
their fiscal affairs. 

This report reviews the response of Texas to Reagan's federalism, the 
"newest" period in a predictable pattern of shifts in intergovernmental re
lations. It places the Reagan proposals in a historical context; outlines 
Congress' actions on his fiscal year 1982 and 1983 federal budget pro
posals; and details the reactions of several state and local agencies to 
absorb cuts in federally funded programs. Finally , it analyzes the con
stitutional and statutory provisions restricting state and local government 
fiscal operations and recommends actions in five areas which would vastly 
improve the ability of Texas to keep its economic health. 
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ISSUE 

Reagan's "new" federalism has changed federal/state relations. It 
cuts spending for domestic programs, sharply shifts--at least in 
principle- -from categorical to block grants-in-aid; realigns responsi
bility for AFDC , Medicaid, and Food Stamps--the major redistributive 
programs for the poor; and reduces the federal regulatory role. His 
proposals to "cut, block , swap, and unshackle'' change the procedures by 
which state and local governments qualify for and justify how they spend 
federal grants- in- aid. In a broader context, the "new" federalism 
continues the persistent attempt seen in intergovernmental relations to 
increase public sector efficiency--it is another opportunity for Texas to 
improve state and local government operations. To take best advantage of 
proposed federal changes, officials must consider Texas' unique legal, 
philosophical, economic , and administrative legacy as they review service , 
tax, and spending policies. Such a review will show that Texas state and 
local governments must have maximum flexibility to respond to economic un
certainty. The first step toward attaining that flexibility is to study 
and change, where necessary, constitutional and statutory provisions which 
unduly restrict those governments in planning and managing their fiscal 
affairs. 

BACKGROUND 

The Texas Constitution is a 60,000 word document which was adopted in 
1876. It has been amended 220 times in 350 attempts . As a result, it 
deals more with statutes than with policies and procedures, giving detailed 
instructions for state and local government operations. Although it has 
protected its citizens in the past from too much government, legislation by 
constitutional amendment now prevents state and local governments from mak
ing timely changes in how they operate-- changes they must make to take 
advantage of federal budget and administrative changes. Ironically, it is 
costing Texas more to circumvent provisions of the constitution which deal 
with fiscal matters than it would if governments had the flexibility to 
determine how best to raise and spend revenues . For example, special 
legislative sessions, dedicated funds , absolute spending ceilings for some 
programs, and tax and debt limitations are ineffective and costly burdens 
on government operations. In many cases they mean fewer federal dollars 
for the state, more expensive financing arrangements for local government 
operations through higher interest rates, and fewer services for poor 
citizens . 

POLICY ANALYSIS 

This executive summary and brief analyzes the State's capacity to re
spond to federal administrative and budget changes . It examines specific 
constitutional restrictions on government operations in five areas : (1) 
the State's legislative calendar; (2) the budgetmaking role of the legisla
tive and executive branches; (3) the organizational powers of counties and 
of regional councils of government; (4) the ability of state and local 
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governments to raise revenue; and (S) state and local spending power . The 
goal is twofold : to determine if there are less costly ways for state and 
local governments to overcome the constitutional restrictions , and to de
ter mine whether or not the restrictions should be abolished and be replaced 
with more general provisions which increase legislative flexibility while 
protecting the state ' s economic health. 

RECOMMENDATIONS 

1. The State's legislative calendar. We recommend a constitutional 
amendment to allow the legislature to determine its time and length of 
legislative session by statute; this would replace the current con
stitutional requirement of 140- day biennial sessions. 

2. The budgetmaking roles of the legislative and exPcutive branches . We 
recommend either : (1) passage of a legislative bill to provide for the 
Legislative Budget Board (LBB) and the Governor ' s Office to prepare a joint 
budget document for legislative consideration that would respect the powers 
of each branch and would give each an opportunity to comment on the other ' s 
budget proposals and present alternative recommendations; or (2) passage of 
a general constitutional amendment empowering the executive branch with 
full authority for budget preparation. 

3. The organizational powers of counties and regional governments. We 
recommend : (1) that the State provide l ocal governments with incentives for 
granting regional councils of governments (COGs) more responsibilities to 
provide local services on a regional basis; and (2) that current con
stitutional restrictions on county government organization and delegated 
powers to provide services be abolished. The latter should be replaced 
with general powers allowing counties to adopt the predetermined form of 
government most appropriate to its needs; with the voluntary transfer of 
responsibility for certain services between counties and cities, where 
appropriate and practical; and with county-wide service jursidictions con
trolled and funded by counties themselves . 

4. Restrictions on the ability of state and local governments to raise 
revenue. We recommend that the constitutional and statutory restrictions 
on the ability of local governments to raise revenue be amended to make it 
easier for them to adapt to changes in their financial condition caused by 
federal changes in intergovernmental responsibilities. 

5. Restrictions on state and local spending powers. We recommend that 
Article III , Sections 49 (state debt) and 51- a (state requirement for 
federal match for welfare programs) of the Texas Constitution be repealed, 
as they severely limit the State ' s capacity to set its own spending and 
service priorities. 

REASONS 

Texas state and local government operations are restricted by many 
overly statutory constitutional provisions . They limit governments in 
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responding to changes in federal priorities in this new era of economic 
uncertainty. While the restrictions served the state well when it was 
sparsely populated and predominantly rural, they are now too costly in dol
lars and in the time state officials use to circumvent them. They could be 
abolished and replaced with legislation or more general constitutional 
amendments that leave implementing policy to appropriate legislative bodies 
(i.e ., the legislature, commissioner courts , and city councils) . Our re
commendations give those bodies more flexibility to develop and implement 
coherent fiscal policies. The first eliminates the need for special ses
sions of the legislature and mechanisms like the recently proposed and de
feated provision for a state finance management committee. Both devices 
are costly ways of circumventing the 140- day biennium restriction on 
legislative sessions . The second recommendation could streamline the now 
fragmented state budgetmaking process, which results in a governor's 
budget , a LBB budget , and a legislative budget. The third recommendation 
eliminates the unreasonable requirement that 254 very different counties 
use the same governing structure to serve their citizens . A county should 
be able to pick one of several legislatively approved structures that is 
most practical for its geographic size , population , economic characteris
tics, and suitability for regional governance. The fourth recommendation 
frees states and local governments to develop the most favorable com
bination of tax and spending policies--that is, one which takes into 
account revenue sources, tax effort , need , and equity, and protects the 
long- term economic health of those jurisdictions. The last recommendation 
uncouples state spending for "welfare" programs from federal priorities . It 
would allow the State to determine the best way to spend federal and state 
dollars to help its poor citizens. 
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RECOMMENDATIONS 1 AND 2 : ENCOURAGING FLEXIBILITY IN STATE 
GOVERNMENT 

Legislative Calendar 

A key feature of Texas state government is that political power is 
distributed among many legislative and executive actors. This means that 
many actors can tug on the State ' s purse string, with no one group or 
individual having predominate power to develop or implement a state budget. 
While this improves accountability in specific hudget areas, some modifi
cations are needed. The block grants pose special challenges to Texas 
budgetary practices: with deadlines to meet and regulations to master to 
be eligible for block grants, the State must often make relatively quick 
decisions within a budgetmaking process designed for far more leisurely 
consideration, adoption, and execution of the state budget. The renewed 
discussion of intergovernmental responsibilities coupled with the current 
roles of the executive and legislative branches in state budgetmaking means 
that Texas should revise its fiscal management policies and procedures if 
it is to successfully respond to changes brought about by the block grants 
and "new" federalism. 

The most important challenge the State faces is how to make policy and 
budget decisions when the legislature is not in session. For example, the 
State must decide to assume the Community Services and the Education Block 
Grants between May and October 1982, when the legislature is not in ses
sion. At the very least , the "new" federalism proposals may require spe
cial sessions to decide if Texas should accept block grants and how the 
money should be spent. In addition to the provision that the governor can 
call and define the agenda for a special session, Article IV of the Texas 
Constitution (which deals with special sessions) should be amended to also 
allow the legislature to call itself into special session and to consider 
other matters in addition to those set in the governor's agenda. This 
amendment would not reduce the governor's power but would ensure that the 
legislature could meet if an urgent need to do so is recognized by either 
legislative branch, and that matters important to both may be considered by 
the special session. In the long run , however, altering the length of 
legislative sessions could eliminate the need to call special sessions . 

In November 1981, the voters rejected a proposed constitutional amend
ment to create a state finance management committee, further delaying ac
tion on a much- needed way to make timely state budget decisions . There are 
two foreseeable options to make budget decisions between legislative ses
sions: (1) draft another constitutional amendment to create the committee , 
this time structured differently and with a corresponding public education 
campaign to lessen voter fears that higher taxes do not necessarily follow 
from creation of the committee, or (2) amend the constitution to allow the 
legislature to determine its own meeting times and length of sessions. The 
first is still a reasonable option despite the 1981 setback. The second 
recognizes that careful legislative consideration of uncertain proposals 
like the "new'' federalism and block grants may require more or better use 
of the 140 days the Texas Constitution accords the legislature every two 
years. The legislature could extend the length of biennial sessions or 
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consider itself in continuous session, as California' s legislature does , 
and meet annually, eliminating the need fo r both special sessions and 
interim financial management . 

Budgetmaking 

Budgetmaking in Texas is unique. In most states the governor presents 
a budget to the legislature , and the legislature acts upon the governor's 
appropriations requests. In other words, the executive budget is the 
foundation for the legislative budget finally adopted. The Texas Legisla
ture receives two budgets , however : the governor's budget, which focuses 
on his program and planning priorities, and the Legislative Budget Board 
(LBB) budget, which is a comprehensive review of proposed line- item ex
penditures . Both budgets use state agency requests as their working base 
of information. Traditionally the legislat ure gives more weight to the LBB 
document . These t wo approaches to budgetmaking should be combined , thus 
streamlining the process and better enabling Texas to consider block grants 
and "new"-federalism- type proposals . The state can ill afford divisive 
battles over state spending priorities between the governor and the 
legislatur e like those now occurring between the White House and Congress . 
Streamlining the budgeting process would not eliminate friction, but could 
reduce it substantially and could meld fiscal planning and policy with 
program implementation. An arrangement to share budgetmaking author i ty 
between the legislature and the Governor ' s Office is worthwhile, but it 
does requ i re finding an acceptable system of "checks and balances" between 
the two branches to ensure separation of legislative and executive budget 
powers. 

The Texas Constitution would have to be amended to permit such a sys
tem. However , such an amendment might become another straitjacket in the 
future. A possible compromise would be to pass a legislative bill to re
quire the LBB and the Governor ' s Office to jointly prepare a unified budget 
document containing both the Governor ' s Office program and planning state
ments and the LBB line- item appropriations, with room for each branch to 
comment on the other's section and to present its own alternate proposals 
to the other branch ' s recommendations. The legislature would certainly 
benefit from increased input, yet no existing budget functions would be 
transferred or usurped. 

Amending the constitution to name the governor as being solely re
sponsible for preparing the budget submitted to the legislature is another 
approach, following the lead of other sta tes that have successful "strong 
executive" government. In fact , Texas is one of the few states wherein the 
executive branch does not have full responsibility to prepare a budget . 
The obvious advantage to the "strong executive" system is that it 
strengthens the governor ' s ability to respond to changing state needs and 
enables him to set the basic budget agenda by virtue of his standing as the 
highest statewide elected official . If that seems too drastic a shift in 
power to the executive branch , the State might consider withdrawing the 
governor's power to veto line-item appropriations of the legislature. The 
opposite approach, however, of amending the constitution to specify that 
the LBB have sole authori t y to prepare the budget , is probably not a good 
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idea. All budget author ity except that of budget execution would be taken 
away from the governor and vested in the legislature , surely an over
concentration of power in one branch . 

RECOMMENDATION 3: LOCAL GOVERNMENT ORGANIZATION AND FLEXIBILITY 

Count y Government 

Local governments (county , city , school and specfal districts) , in the 
short ter m, will have to develop new ways to fund and deliver services if 
they decide to fill the void left by federal budget cuts . Although Texas 
has a t r adition of st r ong , decentralized local government, ther e are 
changes t hat will make loca l governments mo r e efficient and improve t heir 
relations with the state and federal governments . 

As noted in Chapter 1, the county has long been the strongest unit of 
local government in Texas and the designated local unit of government to 
provide "welfare" ser vices. However, it is ironic that counties are more 
const rained than cities in adjusting to the new responsibilities outlined 
in the Reagan proposals . As administrative subunits of the s t ate , coun
ties may fulfill only those functions expressly delegated to them by the 
constitution or by the legislature. They also must contend with such r e 
strict ions as the property t ax limitation (although cities too are limited , 
counties a r e presently mor e restricted . ) Despi t e differences among Texas ' 
254 countie~ in population size , demographic charact~ristics , revenue
r aising capacity , and need for services, all 254 counties a r e organized in 
the same way. By contrast , Texas cities of more than 5, 000 people enjoy 
great freedom under city home rule charters to develop their own form of 
governance and to enact any law not inconsistent with the state constitu
tion or state legislation. 

It seems reasonable that several alternative administrative forms of 
county/ r egional government could be devised to match the wide diffe r ence 
exi s t ing among counties. They could be based on a continuum of stat e/local 
gover nment responsibility for planning , fiscal management and accounting , 
and service implementation. The responsibility to implement service pro
grams includes the crucial need to coordinate delivery of social ser vice; 
that is , state and local governments must be willing to develop equitable 
ways to deliver area- wide services based on need. This is true in urban 
areas which encompass several political jurisdictions and in rural areas 
where cost- effectiveness requires that some counties consolidate to provide 
cer t ain services . 

Obviously , any effort t o improve local flexibility must help counties , 
especi a lly urban counties , to assume new or additional responsibili t ies . 
The most obvious step is to lift restrictions on the ability of count ies 
(and of cities and special districts , of course) to tax , particularly to 
raise property taxes . We discuss this at length in Chapter 3. But other 
changes , more organizational in nature, are also necessary . 

These can be divided into three categories : 
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1. create new special districts to deal with unique challenges 
c reated by t he block grants and "new'' federalism proposals; 

2 . expand the role of regional councils of governments (COGs) and 
other multi- county efforts ; and 

3. institute ways to give counties additional powers to provide 
functional ser vices or allow a transfer of functional servi ce responsi 
bilities between counties and cities . 

The first option is clearly undesirable for Texas . The present Texas 
Constitution is cluttered with many provisions regulating the creation and 
revenue-raising powers of special districts (e . g., hospitals and sewerage 
districts) . Such provisions were written into the constitution in order to 
help locali t ies fund services which local governments (especially counties) 
could not fund because of constitutional and statutory tax limitations . 
Adding mor e special districts not directly under county or city cont rol 
increases clutter and further fragments the authority of local gover nment s. 
It would also undermine an important guiding principle in all future 
changes in Texas government structure and operations: the public int erest 
is best served by legislative action rather than constitutional amendment , 
unless general amendments are adopted that leave the details of implementa
tion to the legislature. 

The second option is more promising. COGs in Texas have had more sym
bolic than real importance. There are currently twenty- four COGs in Texas; 
the first was established in 1966. Although federal planning requirements 
spurred the creation of regional governments , cor.s we r e formed in response 
to the State' s Regional Planning Act of 1965. 1 COGs a r e not gove r ning 
bodies . They cannot tax. They are voluntary associations of elected 
officials who come together to plan in such functional areas as health 
care, housing , law enforcement, and transportation. Their budgets are paid 
by contributions of member local governments. COGs are also empowered 
under existing legislation t o contract with member local governments to 
provide some services . Unfortunately , t o date few COGs provide direct 
services , though the North Central Texas COG of the Dallas/Ft . Wor th area 
is a conspicuous exception. 

The State can encourage and provide incentives for COGs to take a mor e 
active and decisive role in planning the transition to block grants and , 
ultimately , in providing some public services. COGs could assume more re
sponsibility provided the state and local jurisdictions allowed the~ more 
authority and funded their new efforts t hrough contracts and/or tax levies . 
There is no functional reason why COGs could not operate as and repl ace 
smaller special districts , thereby encouraging active regional government 
while cutting administrative cost. 

The third option is pr obably the most promising--county home r ule . 
County home r ule has also been consider ed in Texas ; in fact , Texas i s one 
of only seven states allowing county home r ule . 2 However , no Texas 
county has chosen this option , largely due to Attorney Generals' Opinions 
which seem to weaken the organizational powers of proposed county charters, 
and due to the requirement that ho~e rule charters win voter approval in 

12 



both incorporated and unincorporated areas of the county . It is probably 
not feasible to resurrect county home rule in its present form. However , 
there are related proposals , advanced often in the past by research groups, 
that have the potential of increasing local flexibility: 

1. Allow counties to adopt one of a number of optional forms of coun
ty government as determined by the legislature. This could allow counties 
to adopt such a form as the so- called county manager plan (analogous to the 
council- manager form of city government) in which the county commissioners' 
court appoints a professional executive manager to administer county execu
tive responsibilities so that the commissioners' court can concentrate on 
legislative tasks. This could be ve ry useful for urban counties whose 
range of responsibilities threatens to overwhelm elected county officials . 
This is but one example; there could be many other optional forms . 

2. Allow counties and cities to voluntarily and without legislative 
consent transfer functions between themselves . In practice , this could be 
of great benefit to both , but especially to counties . Since counties have 
less capacity than cities to raise revenues , they could opt to transfer 
more costly functional service responsibilities to cities within their 
boundaries , perhaps in exchange for taking over such city services as trash 
collection or airport administration. 

3. All ow counties to create and administer their own special (dis
tricts) subjurisdictions to provide functional services in any urban areas 
within th.e county that need them. Ra ther than being state-created special 
districts that compete with the county , these units would be county con
trolled. This option would requi r e the legislature to raise county taxa
tion restrictions , as has been already suggested. 

RECOMMENDATION 4: STATE ANO LOCAL SPENDING POWER AND PRIORITIES 

Spending Policy 

The Citizen's Guide to t he Texas Constitution says t hat "it is the 
bundle of limitations on spending power that has most contributed to the 
clutter in the Texas Constitution. "3 There are three constitutional pro
visions limiting state spending that directly influence Texas ' ability to 
adapt to the new federalism : (l) the limit imposed on welfare spending 
(Article 3, Section 51-a); (2) the provision tying Texas dollars spent on 
welfare programs to the availability and amount of fedrea l dollars for the 
same programs; and (3) the "pay-as -you- go" provision for state government 
operations (Article III , Section 49) . 

Article III, Section 51- a , commonly referred to as the welfare section 
of the Texas Constitution, contains two provisions which could make it dif
ficult for Texas to respond to federal changes in funding and administering 
welfare programs. This sect ion of the Constitution has been amended six
teen times, underscoring how restrict i ve the constitution is r egarding 
welfare issues . 
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The provision in Section 51-a limiting state spending on welfare pro
vides that "the total amount of such assis t a nce payments only out of state 
funds on behalf of such individuals (any needy person) shall not exceed the 
amount of Eighty Million Dollars ($80 , 000 ,000) during any fiscal year ." 
The same section of the state Constitution later states: 

Pr ovided further, that if the limitations and restrictions 
herein cont ained are found to be in conflict with the pro
visions of approp r ia te federal statutes , as they now are 
or as t hey may be amended to the extent that federal match
ing money is not available t o the state for these purposes , 
then and in that even t the Legislature is specifically 
authorized and empowered to prescribe such limitations and 
restrictions and enact such laws as may be nece~sary in order 
that such fede ral matching money will be available for assis
tance and/or medical care for or on behalf of needy persons . 

The welfare section of the constitution as quoted above is thus a 
paradox. On t he one hand, it limits the State ' s spending for welfar e to 
$80 million. On the other hand , it gives the legislature power to raise 
that limit so the State can r eceive federal funds. Const itutional scholars 
commonly held that a s tate constitution should not contain such specific 
provisions . No other state has a comparable provision. It makes little 
sense to have to amend a constitution to change the definition of what kind 
of need is to be met or how much money is to be spent . According to one 
noted sour ce , "Something is surely wrong with a constitutional provision if 
it has to provide that the legisla ture may amend it from time to t irne."4 

As specifical l y applied to the Reagan initiatives , the limitations on 
welfare spending pose two related problems for Texas . If President Reagan 
is successful in increasing the states ' responsibility fo r welfare and 
categorical programs , then the $80 million ceiling will not adequately pro
vide for its AFDC recipients even at the current payment levels . The 
second problem is how the State should increase the ceiling. In the past 
Texas has successfully raised the ceiling by amendment . The legislature 
has not had to use its powe r to raise it by stat ute. The current l egis
latur e ' s options include raising the ceiling through constitutional 
amendment; raising the ceiling by statute; not raising the ceiling a t all 
and therefore losing out on federal funds ; or abolishing the ceiling 
altogether, using ano the r way t o limit state spending on welfare. The last 
alternative is clearly the most far sighted of t he options . A proposal to 
do just that by indexing spending to l percent of the State ' s budget is 
schedul ed for the November 1982 elections . It would abolish an unnecessary 
and ineffective restriction. 

The second spending limitation in Section 51- a provides that "the max
imum amount paid out of s t a t e funds to or on behalf of a needy person shal l 
not exceed the amount that is matchable out of federa l funds ." A r ecent 
Attorney General ' s Opinion interpreted the phrase "matchable out of federal 
funds" as meaning equal to that amount paid by the fede r al government (No. 
H- 437, 1974) . There has been no reason for this opinion to be challenged 
because the current federal match for any sta te is at least 50 percent . 
However, proposed federal changes continue to let the federal government 
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set stat e service priorities because the state will be forced to partici
pate only in those programs for which the federal government decides to 
provide at least 50 percent of the funding . Thus , Section 51 - a is a re
markable self- imposed restriction on the State's authority to set its own 
priorities. 

Another spending limitation occurs in Article III , Section 49: "No 
debt shall be created by or on behalf of the State , except to supply casual 
deficiencies of revenue, repel invasion , suppress insurrection , defend the 
State in war, or pay existing debt; and the debt created to supply de
ficiencies in revenue, shall never exceed in the aggregate at any one time 
two hundr ed thousand dollars . " Although this provision clearly prohibits 
state debt , it has not been successful as a practical limitation. It has 
merely forced state officials to be more creative when incurring long- term 
debt , usually raising the cost of borrowing money to finance projects. The 
State has run up a deficit in the past as high as $71 million. 5 

If Texas assumes more r esponsibility for federal programs, especially 
capital- intensive ones like highways and water projects , it is not likely 
to continue its pay- as- you- go policy--it will have to face squarely the 
debt issue and constitutional restrictions that now make borrowing more 
complicated than it need be. Officials have gotten around the no- debt re
str iction in a number of ways: by asking voters for exceptions , as in the 
case of the recent water trust fund constitutional amendment; by issuing 
revenue bonds secured by revenue derived from some enterprise;6 or by 
creating an "authority" with power to issue bonds to acquire buildings 
which are then leased to the State for an amount of rent adequate to main
tain the buildings, pay the interest , and retire the bonds.7 

Clearly , the constitutional debt limitation does not actually limit 
Texas' debt. It merely makes borrowing more complicated and more expen
sive, or forces a referendum (also expensive) when the State wishes to 
create ·a long- term obligation. At a time when borrowing money is already 
extreme l y expensive and added expense is unjustified, this limitation makes 
little sense. The provisions in Article III, Section 49, may be particu
larly restrictive if Congress approves the President ' s plan to turn back 
federally funded programs to the states with the responsibility to fund 
them. 

RECOMMENDATION 5: STATE AND LOCAL CAPACITY TO RAISE REVENUE 

Tax Policy 

Compared to the limitations on spending , the constitutional limita
tions on taxation are relatively less restrictive. In fact , the only 
signfiicant limitation on state taxation is that property should be taxed 
"only in proportion to its value" (Article VIII , Section 1) . Therefore , if 
Texas needs more money to meet new responsibilities as a result of federal 
cuts , it has a variety of sources for new revenues . 
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An incr ease in '' sin taxes" and the gasoline tax has been suggested by 
state officials as one likely source of additional revenue. However , these 
taxes are highly regressive . In addition , the state already 'has a com
paratively high tax rate on such items as cigarettes and alcohol . Other 
revenue sources are corporate and personal wealth (savings accounts , 
stocks, securities, etc . ) . The least regressive of these alternatives 
would be the state income tax. Nevertheless, sentiment in the state , both 
public and official, opposes an income tax of any kind , despite the fact 
that it would effect a more equitable distribution of wealth. The State 
will probably choose to increase the sales and gasoline taxes before 
instituting any new taxes . 

While increasing the sales tax may be an attractive state option, it 
cuts off a source of revenue for l ocal governments because it decreases the 
possibility that they can or will increase their share of the sales tax, 
currently 1 percent . A sales tax increase probably would force local 
governments to look to the property tax for more revenue . Increasing the 
property tax, however, would be difficult for them since it is the most un
popular form of taxation and local officials are reluctant to increase it. 

Although the constitution contains several provisions limiting the 
property tax rates used by local governments , the legislature also has the 
power to impose tax rate limitations . It is the legislative limitations 
that have proved most restrictive for local governments . The constitu
tional limitations themselves have not yet served as a practical limit on 
local governments ' taxing power. Nevertheless , there are constitutional 
provisions which provide that interest and sinking fund payments on local 
bond issuances must be raised by taxes (Article XI , Sections 5 through 7) , 
severely limi ting the amount of indebtedness local governments can i ncur. 
George D. Braden notes that " If the legislature keeps a tight rein on tax
ing power , any local government that is close to its statutory taxing limit 
can ill afford to issue bonds for the carrying chargPs ~ould have to be 
added to a budget that probably could not be increased. "8 

The two types of limitations have made revenue bonds an appealing 
alternative for local governments to raise money. However , high market 
interest rates and the stat e- imposed ceiling on interest rates local 
governments can pay often make revenue bonds an unattractive option. Other 
than amending the constitution to change tax rate limitations , local 
governments can lobby the legislature for higher statutory tax limits. 
This would require that the limits be adjusted periodically to stay within 
the bounds of local governments ' needs. Another alternative is to abolish 
the sinking fund and indebt edness ties to the tax rate . This alter native 
is the most r easonable because it would give local governments (already 
limited to their revenue- raising alternatives) the flexibility they will 
need in order to adapt to changes in the intergovernmental system. This 
action would also be more in line with President Reagan ' s philosophy of 
turning back authority to states and localities. 

If local governments do receive greater authority for various programs 
through the Reagan initiatives , one additional source of funding that 
cities have available to them i s an income tax. Article XI, Section S, of 
the Texas Constitution limits the t axing powe r of cities to 2 1/2 percent 
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of the taxable property of a city per year . Also , it gives home rule 
cities the authority to use any tax not expressly forbidden either in the 
constitution or by statute . Therefore , an income tax is a viable option. 
A city income (or payroll) tax has been used successfully in some of the 
larger cities of our nation. However, because Texas uses relatively few 
taxes (i'ow tax effort), it is unlikely that most local governments would 
institute an income tax because it would be so unpopular with voters. 
Nevertheless , larger ci t ies in Texas may have to take this unpopular step 
if the budget squeeze becomes too tight . 

Many point to the sales tax as a source of more money for local 
governments , yet legal restrictions make an increase in that part of the 
sales tax for local governments unlikely. As previously mentioned, local 
governments can get l percent of a 5 percent sales tax. By statute (Tex. 
Rev Civ . Stat. Ann. art . 1066c (Supp . 1979 , 1980)), cities are limited to a 
l percent local option sales tax; counties and school dist r icts do not have 
this option at all . Because the legiilature regulates the sales tax rate 
for local governments, legislators are not likely to increase t he 1 percent 
local option tax rate if they also have to consider raising the 4 percent 
state share of the tax. 

SUMMARY 

Texas state and local governments must have more flexibility to 
develop and implement sound fiscal policies if they are to respond effi
ciently to economic uncertainty. Officials must review car efully the many 
constitut i onal and statutory provisions which now constrain state and local 
government oper ations . As officials search for more flexibility fo r state 
government , they can not deny local governments the same flexihility to 
deal with changes imposed from Washington. In other wo r ds , in cases where 
Texas cannot or will not fill the gap left by a federal ret r eat in domestic 
programming, it must not hamstring local governments if they are forced to 
fill the gap to help their citizens . To achieve more flexibility the Texas 
Legislature must amend the constitution to abolish restrictive overly 
statutory provisions and replace them with ones which allow state and local 
legislative bodies to more efficiently do their jobs and be directly 
accountable for their actions to the voters in their jurisdictions. 
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CHAPTER 1 

THE REAGAN ECONOMIC PLAN IN PERSPECTIVE 





OVERVIEW 

The Reagan new federalism poses three challenges for Texas officials. 
They must determine the current and future needs of Texas citizens; they 
must figur e out a fair way to raise money to meet those needs; and they 
must ensure that the public services provided match the particular needs of 
different parts of the state. In meeting the challenge , Texas officials 
must improve state and local government administrat ive and fiscal opera
tions. More flexible government operations is the firs t step in moving 
Texas to its rightful position as first partner in the intergovernmental 
partnership. Being first partner in the federali st system will allow Texas 
to act in line with its own priorities when adjusting to the federal 
changes contained in the Reagan Economic Recovery Plan. 

The Reagan Economic Recovery Plan is the latest in a long string of 
"new" federalism initiatives . The first phase of his plan , the FY 1982 
budget proposal, included significant budget cuts in domestic programs in 
the form of block grants and less regulation. The plan ' s second install
ment , the FY 1983 budget proposal , included significant budget cuts in 
domestic programs in the form of the "super swap" and the "turnback" trust 
fund . The not- so- hidden message in the Reagan plan is the same one sent by 
ever y president since Lyndon Johnson and his Great Society: we must reduce 
the growth of the federal government and improve public sector efficiency 
and effectiveness at all levels of government. Each president has a phrase 
and political rhetoric which he uses to describe his vision of federalism . 
Reagan and Nixon used New Federalism; Carter had his New Beginning; John
son , his Great Society; and Kennedy , his New Frontier. When intergovern
mental relations are stripped of the phrases and rhetoric , a consistent and 
stable relationship exists among federal, state, and local governments. 
Three themes run through that relationship: economic , legal, and adminis
t rat ive. The themes have shaped federalism since its ear liest days and 
give it its dynamic quality . 

This chapter identifies the key parts of evolving federalism . It out
lines how and why economic conditions and economic policy are the pre
dominant elements in federalism , as they were during the first years of 
the Republic . The Reagan Economic Recovery Plan continues that very stable 
tradition. 

FEDERALISM 

The federal system is dynamic , having changed continuously since the 
concept of fede ral- state relationships was discussed in the Federalist 
Papers almost 200 years ago . This dynamic quality has enabled federal, 
state, and local government relationships to adapt to the rapid changes in 
population , migration patterns, and technological advances . Although the 
federal government has consistently strengthened its superior role vis- a
vis state and local governments during this 200- year period , a clear pat
tern has developed wherein economic and social policy is subject to regular 
s wings of liberal and conservative political rhetoric while the federal 
government continues to expand its historically activist role . 

21 



Two opposing views of federalism have underpinned feder al domestic 
economic and social policy . The idea of excluding the federal gove rnment 
from economic affairs was established in the early days of the Republic, 
a nd it prevailed until the beginning of the twentieth century . Events in 
Europe in the eighteenth and nineteenth centuries and the experiences of 
the American colonists were the determi ning factors in es tablishing the 
direction of national economic policy in this country in the l a t e 1800s . 
European revol ts against the restrictive and aristocratic mercantile 
policies dur ing this period encour aged a laissez- faire approach t o gover
nance , emphasizing economic freedom and individualism.9 The struggles of 
the American colonists against the restrictive policies of England in the 
mid-1 700s (e . g., restrictions on manufactu r ing , money and banking , and 
taxation) further reflected the emergence of "economic liberalism." 

This laissez- faire policy guided the American economy through the 
rapid industrial growth of the late nineteenth century and drew , in theory , 
a sharp line between public (government) and private economic affairs . 
From the beginning , however, the federal government has been active in the 
private sector economy through the use of protective tariffs, the Bank of 
the United States, and related measures to encourage industrial commerce . 
Clear ly , the federal regulato r y activism of the 1930s in economic and 
social policy had considerable histor ical precedence. 

The activist viewpoint that emerged during the 1930s was a result of 
new conditions facing American socie ty--conditions brought about by the 
changes occurring i n this country around the turn of the century. Popula
tion growth , urbanization, and industrial expansion created new economic 
challenges which outs tripped the capacities of both state and local 
governments and the private sector . Many observers felt that the federal 
government was the only agency with the capaci t y and resources to stabilize 
and st i mulate a deteriorated national economy . The federal activism in 
economic affairs that blossomed during Roosevelt ' s New Deal led to the 
fi rst significant federal involvelllent in social anrl regulatory policy . It 
established the pattern of federal dominance in economic, social , and 
regulatory policy evident to this day . 

Many believe regulatory policy is the best index of federal inter
vention in specific areas . As with economic policy, r apidly changing con
di t i ons at t he turn of the century produced a need for centralized re
gulations. The presence of fede ral regulatory activity in a wide range of 
a r eas began in each case as a r eaction to a particular problem--often one 
that a state or local government had attempted and failed to solve. An 
early example was the establishment of the Interstate Commerce Commission 
(ICC) in 1887 . The Commission was created in res ponse to unsuccessful 
efforts by states to r egulate rai lroad operations; the efforts lacked both 
coordination and cooperation. The ICC Act was called the fi r s t significant 
breach of the ''administrative settlement " between the f ederal government 
and the states. Three years later, the fede ral government expanded its 
regulator role when Congress enacted the Sherman Anti- Trust Act to prevent 
monopol ies . Again, state r egulations in this area had pr oven inadequate. 
Another example of federal regulatory activity occurred in 1935, when the 
need to control the electric light and power industry r esulted in the 
creation of the Federal Power Commission in 1935. These examples clear ly 
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show that federal regulatory policy has greatly influenced the growth and 
direction of the economy since the late 1800s. Not surprisingly, economic 
growth throughout this century has been accompanied by government regula
tion. As might be expected, arguments have raged about how the economy 
should be regulated and in whose interest. 

The 1980 election was the setting for further argument on this topic. 
The costs to private firms of government regulation became a hotly debated 
though narrowly circumscribed issue in the election. Ronald Reagan claimed 
that studies have shown that such regulation costs the private sector more 
than $100 billion each year, chiefly in paperwork and lost productivity , as 
employees use otherwise productive work hours to comply with a myriad of 
burdensome regulations. Curiously, the regulatory debates overlooked the 
economic benefits realized by the private sector through federal guaran
tees, subsidies, and tax provisions. Reagan was elected partly on the 
pledge to reform and reduce government regulations and their attendant 
costs to the private sectors. 

Just what the true costs of regulation are, however , remains a mys
tery. As consumer advocate Ralph Nader has pointed out , it is difficult if 
not impossible to place a price tag on the value of health and safety
related regulations that protect the public from physical and/or mental and 
psychological harm. 

Innovative solutions must be sought to resolve the controversy over 
the economic costs of government regulation. One can safely assume , 
though, that the arguments will surely continue over the extent to which 
the private sector should be regulated. It is important therefore to look 
beyond the rhetoric of the moment toward the real issues of regulative 
costs: how can they be quantified in reasonable and comprehensive terms 
that can be applied across the economic spectrum, and how can the inevit
able costs be minimized without destroying the regulations' effectiveness? 

Any examination of federal economic policy must include a look at its 
most important components--tax and budget policy. In addition to these 
areas, this section also will include a brief discussion of the historical 
link between economic and social policy. 

Tax Policy 

If governments do little , it costs little to run them. If they are 
expected to do many things--defend the country, stabilize the economy , 
redistribute income , ensure civil rights--the costs, obviously, increase . 
Herein lies the simplest explanation for the rise in federal spending and 
activism during the 200 years of the ~public. Becaui e the federal govern
ment has been asked to reach deeper into domestic economic and social 
affairs to add to its list of responsibilities, it needs efficient and 
relatively painless ways to raise revenue to pay for carrying out its "new" 
responsibilities. However, Washington does not raise the revenues it needs 
in a vacuum. Federal taxing and spending affects and is affected by non
federal fiscal activity. The federal government competes with state and 
local governments and with the private sector for money. More importantly, 
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as total federal, state , and local taxlng and spending increase , government 
fiscal activity becomes a more significant and sensitive part of overall 
economic activity . Its significance lies in the fact that total government 
fiscal activity (taxing and spending) ties up more of the GN?; its sensi
tivity is . that seemingly small shifts in federal economic policy, like 
small changes in tax rates, can produce large r evenue windfalls or gaps in 
the private sector or for state and local governments . 

The authority to tax is the lifeblood of governments; the ability of 
those same governments to manipulate tax rates largely determines if they 
have the money to do the various jobs their citizens expect them to do . Of 
the major taxes--excise , gift/estate , sales , property , payroll , and income 
(individual and corporate) --payroll and income taxes produce the most 
revenue for the federal government. Sales and income taxes are the most 
significant sources for most states, although the severance tax is of great 
importance in energy-rich states like Texas . Local governments depend on 
property taxes for most of their money. 

The federal government 's ability to extend its tax net to snare every
one (while state and local governments cannot) illustrates its superior 
ability to raise revenue . In addition, its principal revenue- generating 
device, the federal income tax, is most capable of meeting the two criteria 
of an ideal tax: efficient to collect and equitable in application. Be
cause of this twin advantage , the federal government is best suited to 
collect money and, if necessary, to redistribute it to other levels of 
government and individuals. 

The superior taxing power of the federal government provides the 
economic rationale for the federal grants- in- aid system. Therefore, a 
brief look at this system is appropriate. Contrary to widely held belief, 
intergovernmental grants-in-aid did not begin in the 1930s. The federal 
government first entered this arena in 1836. The Surplus Distribution Act 
enabled states to receive surplus federal funds from land sales (intro
duction of revenue sharing) . Likewise, the Morrill Act of 1862 called for 
portions of public lands to be granted to states for the support of higher 
education. In the late nineteenth and early twentieth centuries , the 
federal government expanded its fledging grants-in- aid system , ~dding pro
grams for agriculture experiment stations , state forestry promotion, mer 
chant marine schools, and highways . These early grants- in-aid programs 
laid the legal basis for federal intervention in states ' affairs in many 
areas . 

The current system of federal grants- in-aid includes revenue sharing , 
block grants , categorical grants, and hybrid grants , which combine features 
of the other grants . In theory, the key differences among grants are the 
condi t ions (regulations) imposed by the federal government for spending the 
money . This leverage has made the federal government primary policymaker 
and financier for many domestic programs , especially those for poor 
citizens. 

A revenue-sharing grant is the first and least- complicated step 
whereby the federal government can collect and redistribute money t? state 
and local governments . In theory, the federal government does not restrict 
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how the recipient can spend a revenue-sharing grant . Restrictions, 
however, exist. Categorical grants redistribute the greatest amount of 
federal money and are restrictive in that they target money by type of 
recipient and/or service. Block grants combine the presumed advantage of 
these two grants: the discretion of revenue sharing with the functional 
specification (health, education, etc .) of a categorical grant . In their 
purest form they reduce administ r a t ive overhead and federal regulations and 
give state and local governments greater discretion to spend money accord
ing to their own priorities. The federal government distributes money 
through these grants by legally binding formulas . The formulas often re
q.uire state and local governments to match a predetermined percentage of 
the total grant. The matching percentages vary from 0 to SO percent under 
different social categorical programs. Some grants establish entitlement 
programs which specify that if a potential recipient meets predetermined 
conditions (eligibility criteria), the person is "entitled" to the benefit 
and it must be paid. Some categorical funds are nominally distributed to 
state governments but are passed through a state agency to local govern
ments or individuals . 

Project grants , usually awarded on a competitive basis , are designed 
to test new programs or services. They are the most restricted type of 
grants- in-aid . 

Budget Policy 

It is surprising to most people to learn that there is no federal 
budget. Despite the media hype and the political wrangling which annually 
erupts when the President proposes his budget to Congress, there is no com
prehensive, integrated document which accounts for all financial trans
actions of the federal government. The "public" budget proposals which 
attract attention at budget time cover only the estimated one- year cash 
transactions of the government . These proposals include projections of 
cash income from fees , taxes, and earned interest , and cash expenses for 
discretionary spending on programs like social security and defense, and 
the related cash cost of government operations like salaries and waste and 
fraud. A second and potentially more important budget is the governments 
off- line or credit budget . It includes the not- so-public credit trans
actions of the government, principally loans and loan guarantees to 
individuals , corporations , cities and states, and other countries . One 
must take both budgets and the type of transactions they represent into 
account to begin understanding the overall affect of federal budget policy 
on the economy. 

It is also helpful to distinguish between budget proposals and 
authorization and appropriation bills approved by Congress. The cash and 
credit budgets are composites of many separate authorization and appro
priation bills, and continuing resolutions. Budget proposals , on the other 
hand , are planning and management documents which have come to have more 
symbolic than fiscal importance. That is, the income and expense fi gures 
they contain may have very little relationship to actual dollar income and 
expenses , as was the case with Reagan's block grant , swap, and turnback 
proposals and his promise to balance the budget by 1984. 
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Understanding budge t policy, then , requires recognizing subtle but 
important distinctions be tween budget proposals , cash and c redit budgets, 
long- term budget trends and practices , and t he political process of turning 
proposal s into approved bil ls. This political process is discussed below • .. 

The unified federal budget--the combined cash and credit budgets--is , 
in theory, a planning document. In prac tice, the authorization and appro
priation bills approved by Congress become tools to manage the economy, as 
they have since the Roosevelt Administration. The planning and management 
f unctions fit well with the activist view of federalism because the federal 
budgetmaking process ensures federal control in shaping policy and programs 
while encouraging state and local governments to implement and administer 
the pr ograms . Since it is neither feasible nor practical to administer 
programs from Washington, it is an easy concession to give states and local 
jurisdictions the responsibility. The concession conveniently fits the 
ideal of an intergovernmental partne r s hip. As a planning management tool , 
a budget must accurately reflect conditions in the overall economy if 
executive agencies are to respond quickly to smooth the up- and-down swings 
in that economy- -to r educe inflation and unemployment . At the federal 
level this means that Congress must be willing to change its authorizations 
and appropriations for any item in the budget . In t he recent past, it has 
not been willing to tamper with some items in the budget, thus creating 
"uncontrollable" parts of the budget. This means that execut i ve agencies 
must manage the up- and- down swings in the economy with an ever- shrinking 
portion of the total federal budget . I r onically, the two largest com
ponents of the cash budget (social security and defens e ) have become 
"uncontrollable . " 

The transition from a controllable to an appar ently uncontrollable 
federal budget has been swift. An increasing portion of fede ral budgets 
during the 1970s was becoming uncontrollable t hr ough r equired payments 
(entitlement s) to individuals , interest on the public debt , farm price sup
ports (dairy , peanuts), special interest subsidies (barge and canals), con
tracts (long-te rm, federal load guarantees) , and defense spending. In 
1972 , the Nixon Administration had 34.8 percent of the budge t to implement 
his "strategy for the seventies ." By 1980, Carter had less than 25 percent 
for his "New Beginning."1 0 Social programs quickly became the controll
able part of federal budgets during this period. By the mid-1970s, budget 
debates focused on how and wher e to cut social programs, that relatively 
small part of the f ederal budget which Congress dared to touch (control) . 

On t he management side , Congress paid lip service during the 1970s to 
local control of social programs . Each administration , meanwhile, called 
for less spending on and reforms in social programming . Rhetoric and sym
bolism notwithstanding , the number of domestic programs expanded and spend
ing on them increased. Two hundred categorical progr ams were initiated 
between 1970 and 1980.ll Inflation increased entitlement benefits, and 
rising unemplo ymen t helped create larger welfare rolls . I n practice, state 
responsibility fo r social progr ams was unchanged. Federal f unds still 
went direct ly to service providers : planning was done by regional and 
subnational councils , largely bypass ing the states or allowing them little 
discretion. Reform in t he guise of block grant legislation was of ten 
modified by adding restrictions , effectively recategorizing the grants. 
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1'1le iron triangle of special interest groups , executive branch officials, 
an.d congressional (sub)committees was forged during the decade, making 
future. reforms difficult if not impossible. In light of the patterns 
establ i shed during the last decade, it is difficult to say whether the 
Reagan Administration will succeed in using the 1982 budget to accomplish 
its stated goals--to manage the economy and to move state and local 
governments and the private sector to fund more social programs. 

Economic policy is the foundation of social policy. Evidence for this 
statement comes from the complementary patterns of federal activism in eco
nomic and social policy over the years . The absence of federal involvement 
in fiscal affairs for many years was accompanied by the virtual lack of 
federal aid (grants or otherwise) to states for social programs . Likewise, 
the shift in federal economic policy in the 1930s was a prerequisite for 
active involvement by the federal government in social welfare. This pat
tern of activism continues--the federal government intervenes in new areas 
primarily for economic reasons. Activist social policy then develops as a 
secondary dimension of economic policy. 

History of Federal Social Services 

Grants- in- aid alter federal/state relations because they allow the 
federal government to direct how states can spend federal money . Two 
rationales justify the federal government assigning duties to state and 
local governments . One is the "spillover" effect. The benefits or con
sequences of a certain activity by a state or local government may spill 
over its boundaries . Federal concern and intervention is defended because 
lower levels of government may not undertake a beneficial program or ser
vice if they must pay for those outside their jurisdiction who benefit. 
Feder al involvement ensures that services with a spillover effect will be 
provided. Highway construction and environmental protection programs are 
examples of such services. 

The second rationale is rather difficult to defend because it depends 
on one's political philosophy . If it is agreed that the federal government 
must guarantee, but should not provide directly a minimum standard of liv
ing for its citizens , then the federal government has the right and re
sponsibility to supervise state and local governments in this area. In 
essence, the federal government defines what needs an individual has , and 
what government- provided services the individual is entitled to. For the 
logical reason of proximity, the federal government does not provide 
services; therefore , it directs state and local governments to do so. (The 
case of Marbury v. Madison in 1803 establfshed the supremacy of the federal 
government over the states by declaring that it had implied powers . ) 

Federal involvement in social services did not begin with Roosevelt's 
New Deal . Some early examples of federal intervention pertaining to 
individual needs are : the Freedman's Bureau of 1865 (aid to freed slaves) ; 
the Morrill Act of 1862 (aid for land gran t colleges) ; the Education of the 
Blind Act (1879); and the Infancy and Maternity (Sheppard- Towner) Act of 
1921 (aid for maternity and child health care). For the most part , how
ever, state and local governments believed they could and should handle the 
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economic and social problems of their citizens. The severe hardships that 
were caused by the rapidly changing character of this society at the turn 
of the century proved, however , that they could not . 

The Depression produced the first major surge of federal intervention 
into the social services arena, albeit for economic r easons. The Social 
Security Act of 1935 redefined the relationships between federal , state, 
and local governments and firmly established the fede ral government as 
principal initiator , regulator , and financier of social programs. As a 
concession to the "dual federalism'' of the previous century , states were 
required to administer t he new progra~s . 

The Act provided direct cash pay:nents to the needy aged , the blind , 
and dependent children. It also authorized and required states to enact 
unemployment insurance laws and expand unemployment services; it estab
lished a federal old- age insurance pension program fo r workers . Finally , 
it provided more money for states to expand their public health and re
habilitation facilities and to upgr~de their maternal and child health and 
welfare programs . The Social Security Act was and remains the blueprint of 
our system of social services. The constitutionality of the Act was upheld 
in 1937 by the Supreme Cour t in Halvering v. Davis , a move that affirmed 
the federal grants- in- aid system. 

The next great surge of federal involvement in social programming came 
during the 1960s under the Kennerly and Johnson Administrations. Using dis
c r etionary and matching grants-in-aid, the federal government , ostensibly 
in partnership with s t ate and local governments and the private sector , 
rapidly and significantly extended its direct influence into many new 
areas . These areas included poverty , housing, unemployment , racial injus
tice, and crime. 

A significant aspect of many Great Society programs was that they by
passed state and local officials and directly linked the federal government 
with community groups and nonprofit organizations . The Economic Opportun
ity Act was the most prominent example of this new dimension of federalism . 
Similar federal activities bypassing state and local governments included 
migrant health care , fami l y planning , low- income housing , and social 
service. 

As noted earlier, significant efforts began during the 1970s t o re
verse the trend of federal activism in economic and social policy . A 
stagnant economy, marked by deficit federal budgets, high inflation and un
employment rates, and the increasingly accepted opinion that federally 
initiated and funded programs were not solving social problems, encouraged 
the Nixon Administration to launch its vers ion of new federalism. Nixon ' s 
goal was to slow the growth of the federal government and give states more 
responsibility to decide which programs and services they would provide for 
their citizens. 

The mos t visible part of Nixon ' s new federalism was social policy 
packaged as economic policy--general and "special" revenue- sharing pro
grams . The ~ixon new fede rali sm was the first major attempt to implement 
block grants. The State and Local Fiscal Assistance Act of 1972 was the 
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cornerstone of general revenue sharing . The Comprehensive Employment and 
Training Act of 1973 (CETA), the Omnibus Crime Control and Safe Streets Act 
of 1968 (the Law Enforcement Assistance Act block grant was authorized in 
1973 as Title 1, Part C, of the Crime Control Act), the Community Develop
ment Block Grant Act of 1974, and the Social Security Act Amendments of 
1972 (Title XX) were the vehicles for "special" revenue sharing . 

Each block grant proposed by Nixon promised a fail - safe way to combine 
functionally related categorical grant programs while reducing the federal 
cost of such programs; to improve planning and coordination of programs to 
make them more effective; and to reestablish state and locally elected 
officials as essential participants in social programming. Although the 
theory underlying block grants was attractive and the federalism rhetoric 
different, the abrupt changes in social programming in the name of economic 
policy did nothing to refresh the stagnant economy or even stabilize it . 
As mentioned earlier, the new federalism also proved the federal government 
was as activist as it had been during the 1960s. 

The Reagan Economic Recovery Plan raises again the issue of division 
of responsibility among the levels of government. Indeed , many domestic 
federal programs may be more efficiently administered by state or local 
governments . A more narrow definition of "welfare" programs could evolve 
from the current budget debate. This would enable the federal government 
to provide certain services for goods based on its better revenue- raising 
capacity , as well as its responsibility to guarantee all its citizens a 
minimum standard of living. For example, the cash assistance programs-
such as AFDC, SSI, and unemployment compensation--could be kept a federal 
responsibility. So, too, could housing and food programs. Other programs 
may lend themselves to state and local government administration. 

The changing concept of federalism and its concomitant division of re
sponsibilities among federal, state, and local governments are a result of 
economic trends that seem very persistent. Though the "fiscal imbalance" 
has decreased somewhat because state and local governments now tax more, 
the federal government still has the superior capacity to raise money. The 
needs of certain groups have not disappeared. It is unlikely that the 
federal government will be able to unload its responsibility to fund 
services citizens want and need, especially poor citizens . 

TEXAS GOVERNMENT 

Caution is the key word in the operation of Texas government--caution 
against too much state government. The Texas Constitution, adopted in 1876 
and now composed of 60,000 words, is archaic and cumbersome in many re
spects; however , the citizens of Texas have rejected revisions on several 
occasions , most recently in 1974. Detail accounts for the length of the 
constitution: by prescribing precisely who has the power to do what , the 
framers of the constitution implemented the philosophy of a cautious ap
proach to government. Most of the power was assigne~. to the legislature at 
the state level, and to the counties at the substate level. However, with 
urbanization, counties have increasing ly given way to home rule cities as 
the linchpin in local government. 
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The bicameral legislature , which meets in odd-numbered years for a 
r egular session not to exceed 140 days , drafts and approves the state 
budget through the Legislative Budget Board; herein lies the power of that 
body . The governor can propose a state hudget to the legislature but can
not change a legislative budget, except to line- item veto an appropriation. 
Between sessions , the governor is the only official who can convene the 
legislature and set the agenda for a special session. The governor and the 
presiding officers of the legislature, the lieutenant governor in the 
senate and the speaker of t he house, form a power troika which develops and 
implements state economic and social policy. 

The relationship between economic and social policy at the state level 
is embedded in the state budget process in much the same way it is at the 
federal level. As pointed out , the legislature is the key actor in the 
state budget process . However, the Texas Constitution limits the budget to 
the amount of nonderlicated state tax revenues; in effect, the provision 
requires a balanced state budget . Also, the welfare codes of the constitu
tion include a provision which requires that state tax revenue spent for 
"welfare" services must be matched by federal dollars . This means that 
state- financed welfare services in Texas are determined by the number of 
federal dollars coming into the state for such services. These two pro
visions have r estrained the growth of state government in general and made 
social service programming in Texas acutely susceptible and secondary to 
federal policy . 

Local Government and Social Policy 

The history of local social services policy in Texas must be understood 
within the framework of constitutional authority granted to localities by 
the Texas Constitution. Because the Texas Constitution is extremely 
detailed, changing state policy has often meant submitting constitutional 
amendments to the voters , a lengthy and cumbersome process . From 1876 to 
1975, approxi mately 350 amendments were proposed by the state legislature; 
220 of those were adopted . While the amendment process has corrected some 
short- term fa i lings , it has further fragmented constitutional power s and 
increased the constitution ' s confusing system of delegated authority to 
localities.12 

County 

The county was the important unit of government in early Texas . As in 
most southern states, the county has been the traditional Texas focus for 
local service delivery , just as township government has served this func
tion in New England and midwestern states. Although Texas ' 254 counties 
differ greatly in population, size , economic resources , and demographic 
characteristics, each is organized in the same way . It is this structure , 
suited to smaller , rural j urisdictions of the 1800s, which poses special 
challenges to the urban Texas of the 1980s. The constitution stric t ly de
fines the responsibilities and powers of county government, and limits 
counties to those powers expressly delegated to them. The constitution de
fines the duties and terms of county government officers and places limits 
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on the taxing authority of counties. Because of these limits , successive 
legislat ures since 1876 have been providing for piecemeal c r eation of 
hospital districts, water districts , school districts, and so fo rth , t o de
liver services; the constitut ion then had to be amended in each case t o 
give those dis tr icts taxing power to pay for the services. Thus , the Texas 
Constitution wa s amended haphazardly in order to overcome broad constitu
tional restrict ions on the ability of counties t o provide services their 
citizens , and the legislature , wanted them to assume. 13 

Regional Council of Government 

The Texas Legislature has author ized twenty- four Regional Councils of 
Government for the planning and delivery of social servi ces in multi - county 
areas . The Councils have an advantage over individual counties because of 
superior staff expertise, special taxat ion powers, and other economies of 
scal e resulting from the pooling of resources . However, the North Central 
Texas Council of Governments is the only one to date that has overcome the 
difficulties of cooperation between area governments in order to take 
advantage of t he flexibility inherent in the regional concept. 

In contrast to the constitutional straitjackets imposed on counties, 
cities in Texas enjoy great flexibility in administrat i on. Cities under 
5,000 in population operate under a general charter established by the 
legislature, but cities over 5,000 population may draft and adopt (subject 
to the approval of the legislature) their own charters . Texas courts have 
also traditionally upheld such "home rule cities" against chal l enges to 
their broad charter powers :l4 

It seems Texas has a no- win situation to live with a t present : con
stitutional provisions are too narrow , but without them there is also no 
freedom fo r localities to experiment with new social service deliver y 
arrangements , except for c reat ing more special districts . While the con
stitution does contain a section authorizing participation of localities in 
mental health , mental r e tardation, and public health services·,1 5 this 
section (and others similar to it) deals mainly with pr eserving the right 
of nongovernmental jurisdict ions (private charities, etc.) to participate 
in the agency 's programs , rather than granting counties , cities , and re
gional gove rnments the necessary flexibility in establishing coopera t ive 
funding , regulation, and administration of such services among themselves. 
The constitution is sil en t on such matters , and in Texas constitutional law 
silence means subjurisdictions lack author ity to respond flexibly t o 
changes . 

Social Services 

Until the Civil War, public opinion in Texas , as elsewhere, held 
education, health , and public welfare to be private concerns . Gradually , 
however, public responsibil i ties for some service$ were def ined. Between 
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statehood and the Civil War , Texas counties dispensed public aid to 
specific individuals (through specific appropriations of money and goods) , 
such as blind persons and orphans.16 After the Civil War , Texas counties 
also provided limited financial support to the families of dead or disabled 
veterans.17 

The 1876 Texas Constitution required counties to establish so- called 
poor houses or poor farms to care for the homeless and those elderly with
out family or their own financial resources.18 Life at such institutions 
was usually meager; the mentally ill were housed there with no special pro
visions for their needs. Residents were referred to as "paupers" or 
" inmates ," and they lived under harsh physical conditions .19 Many re
search groups of the early 1900s recommended abolishing such institutions 
and replacing them with welfare appropriations to the needy paid for 
jointly by several counties combined into ''welfare districts."20 Other 
services for the aged , disabled, or mentally ill were considered the re
sponsibility of churches, local charities , and such private organizations 
as the Salvation Army . 

Children and youth received special attention in the constitution, 
which gave counties more options in dealing with orphans , neglected 
children, and juvenile of fenders . Counties were authorized to have a 
juvenile board to set policy and to appoint a juvenile officer to carry out 
that policy . 21 Often an orphan or juvenile offender was placed in a 
state institution for wayward children or jail pending disposition of his 
or her case.22 The State maintained juvenile homes for boys and girls . 
When they reached the age of majority, they were released into the adult 
community, where it was hoped that their skills acquired in training pro
grams would help them find a niche in society . 

The Depression overwhelmed county and private efforts to help those in 
need . With the federal aid provided by the New Deal, welfare became for 
the first time a county- state-federal responsibility . Counties applied to 
a host of new federal relief agencies for financial assistance in welfar e: 
to the Reconstruction Finance Corporation , the National Reemployment Ser
vice, and the Civilian Conservation Corps, among others . At the same time, 
counties began to cooperate more closely with the Texas Rehabilitation and 
Relief Commission and the Texas State Employment Service . 23 Each county 
developed its own plan for helping its citizens. By the 1960s, the State 
funded all public welfare expenditures, supplemented by federal funds which 
were funneled to the counties through the various state agencies . In 1972, 
the legislature passed a bill to allow counties to spend county tax dollars 
on welfare programs and to receive federal matching funds directly,24 
thus allowing counties to spend money on social programs regardless of the 
constitutional limitations on state spending . 

Education 

In pre-Civil-War Texas , education, like social programs , was treated 
as a family or private responsibility . The 1867 constitution made it the 
duty of the legislature to establish and provide for a system of public 
schools; now mo re than 350 statutes provide for and regulate public 
education in Texas . 25 Originally , local schools were established in each 
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county; 132 common school districts still exist for residents of unin
corporated areas of counties . However, most public school pupils are now 
served by independent school districts, which are special districts . 
authorized by the legislature complete with taxing powers and a governing 
board of trustees.26 Typically , there are several such districts in a 
county . In some counties , a county board of trus t ees and county superin
tendent provide coordinat ion at the county level for the various districts 
in the area. 

At the state level , educational activities and services are central
ized in the Texas Education Agency , which makes policy , executes contracts 
for textbooks and materials ~ and manages the State's Available School Fund 
and Permanent School Fund . 2 1 The constitution allows counties and school 
districts to levy and collect school taxes and provides for state support 
for public schools through the Available School Fund . This fund , which 
comes from moter fuels taxes, severance taxes , and other sales taxes , is 
distributed to districts according to the number of children residing in 
the district . 

In 1949 , the Minimum Foundation School Act guaranteed a minimum 
educational program in the state, spelling out the minimum number of school 
days, minimum teacher salaries , minimum teacher- pupil ratios , and other 
requirements for local districts to follow. To finance the Minimum Founda
tion School Program , the State requires each district to levy a minimum 
property tax to provide local funding for schools, and the State awards an 
additional amount to each school district based on its average daily 
attendance. After these funds are budgeted, the State allocates to the 
district from the Available School Fund an addi tional sum, if necessary, to 
finance the remaining costs of the Minimum Foundation Program. In addi
tion, districts are allowed to assess higher taxes for "enrichment" of the 
program , with voter approval . 

By the early 1970s , unequal property values among school districts , 
differing assessment rates for property, and varying sizes of districts had 
created considerable variation in the per student expenditures for public 
education across the state. The U. S. Supreme Court , in San Antonio School 
District v. Rodriguez (411 U.S. 1) , ruled that the State must alter its 
school finance system so that quality of education was not a function of 
the wealth of the district . In 1975 , the Texas Legislature raised the 
"floor" spending level of districts , required that districts tax the market 
value rather than the assessed value of property , raised the local share of 
the Minimum Foundation Programs and provided additional state funds for 
supplementing poor districts . 2 

Currently, funds for public education come from local property taxes , 
state funds, and federal grants . Since 1970 , the local share of schoo l 
financing in Texas has hovered around 40 percent , the state share around 50 
percent , and the federal contribution around 11 percent.29 

Health 

Health programs in Texas originally were designated by the constitu
tion to be a county responsibility. Each commissioners court appointed a 
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county health officer for a two-year term. The officer could be removed 
for incompetence by the state Depart~ent of Health, but this was unlikely 
since his duties were limited- -treatfng jail or asylum inmates and in
specting facilities and patients for possible quarantine if they showed 
signs of carrying infectious diseases.30 

In addition to the county health officer, some counties provide<l extra 
services. In 1933, seventeen Texas counties had health units staffed by a 
county nurse and paid for by a combination of county and state funds; 
twelve other counties financed such health units by themselves. The Bureau 
of Child Hygiene employed four traveling nurses to visit Texas counties 
without comprehensive health units and to organize health clubs , health 
conferences , and immunization campaigns; they also tried to persuade such 
counties to form their own health units. If the county decided to do so , 
the State would pay half the cost of the unit for the first year , with the 
county paying increasing shares for the next three years until it supported 
the unit completely in the fourth year of operation. 31 Some cooperative 
health units were formed i n which groups of counties shared services and 
expenses, .but they received little state support and were gradually 
abandoned .32 

Increasing federal and state interest in new health program areas, 
together with recurring epidemics, caused county health units t o set up new 
programs. These were usually started because of pressure from the state 
Health Department and were usually financed partly with state and federal 
aid. Some of the larger programs, which still exist today, were venereal 
disease control , maternal and child health services, sanitation, and 
tuberculosis control . Immunization and disease prevention developed as 
adjunct pr ograms over the years~33 The federal government greatly 
facilitated hospital construction in Texas with a $378 million federal 
grants progr am for hospital and local health center construction projects 
in 1946. 34 In more r ecent years, counties have participated in federal 
programs for migrant workers, mental health programs, and programs to 
combat and treat alcohol and drug abuse. 

SUMMARY 

The history of Texas social policy shows that most programs were 
started when the legislature intervened to meet specific needs on the local 
level. The role of the private sector has shifted from one of primary 
support to one of many actors . Gradually social services delivery came to 
be seen as a county-state responsibility, and then as a joint county- state
federal responsibility; cities also increasingly participated , either 
separately or jointly, with the county. 

The increasing pattern of combined local- state-federal efforts is 
underscored by examining the sources of county revenues. In 1976-77 , Texas 
counties as a whole received approximately $1 , 091,000 , 000 in revenues . Of 
that amount, $177 million , or about 16 percent , came as intergovernmental 
revenue from the federal and state governments; 54 percent of all funds ac
crued through property taxes, sales taxes, and miscellaneous taxes; and 
service charges accounted for the remaining 30 percent. It is obvious that 
intergovernmental aid is no longer insignificant to counties . 35 
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CHAPTER 2 

THE REAGAN ECONOMIC RECOVERY PLAN 

AND 

CONGRESSIONAL ACTION 





FY 1982: GOALS AND COMPONENTS 

President Reagan presented his FY 1982 tax and budget proposals to 
Congress on February 18, 1981 . The budget proposed spending $695 . 3 billion 
and collecting $650.3 billion, leaving a deficit of $45 billion. Its goal, 
as explained by the President, was fourfold: to reduce the growth of 
government spending; to reduce taxes; to reform or eliminate excessive 
government regulations; and to develop a "predictable and stable" monetary 
policy . He claimed the proposals would balance the budget by 1984 if 
Congress approved them. 

Spending 

President Reagan said he would reduce government spending by 6 percent 
in 1982. In 1981 , spending increased by 16 percent , and President Carter's 
proposed budget would have increased spending by 11.6 percent~36 Mr. 
Reagan said budget authority could be reduced by revising eligibility 
standards for entitlement programs; reducing government subsidies to 
middle- and upper- income groups; recovering costs that could be clearly al
located to users; redirecting and stretching capital construction programs; 
lowering funding levels in other programs; consolidating categorical grant 
programs into block grants; and reducing the overhead and personnel costs 
of the federal government . 

The Administration proposed specific changes to implement t hese goals . 
Basic Social Security and veterans' and health benefits were retained as a 
"social safety net , " but many social programs were reduced; defense spend
ing was increased . Funding for Food Stamps , public housing, Social Secur
ity minimum benefits , and unemployment insurance were to be reduced; addi
tional savings would be generated by combining thirty- eight health and 
social services grant programs and forty- five education programs into four 
block grants to the states. In order to reduce subsidies, user fees would 
be levied on air passengers , airplane fuel , and air freight; dairy price 
supports would be eliminated; mass transit subsidies would be reduced; and 
endowment grants for cultural and scholastic activities would be cut in 
half. Other savings proposals were to reduce federal employment and change 
federal pay standards, limit borrowing from the Federal Financing Bank, and 
reduce the lending authority of the Export-Import Bank. 

Taxes 

The Reagan tax measures were less controversial in Congress than his 
spending proposals . He proposed a 30 percent, across- the- board reduction 
in individual income tax reduction rates (10 percent per year for three 
years) . He also proposed accelerated depreciation write- offs for business 
investments . The Administration expected tax reductions to spur savings , 
and consequently these savings would "finance the reduction in revenues by 
freeing new money for investment. " That, in turn, would improve pro
ductivity, provide more jobs, and bring down prices. The tax cuts for 
individuals would cost the government $44.2 billion in fiscal 1982 , rising 
to $162.4 billion in fiscal 1986; those for business would cost $9.7 
billion in 1982 , rising to $59 . 3 billion in 1986. 
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Regulatory Reform 

Regulations , as part of administrative activities within federal 
agencies, can be altered to a great extent without the consent of Congress. 
On February 17, President Reagan issued an executive order directing the 
Office of Management and the Budget to oversee government regulatory activ
ity . The order requires agencies to prepare "regulatory impact analysis " 
reports that weigh the potential benefits of proposed regulations against 
their costs . Using these reports as a guideline, the Administration 
intends to reduce regulations and their costs to business . 

The Administration's block grant proposal was ostensibly proposed to 
reduce regulations and red tape. It converted numerous categorical grant 
programs into block grants . Where block grants replaced categorical 
grants, regulations imposed by the federal agencies on grant recipients 
would be eliMinated. Not surprisingly, the Administration reduced tota l 
funding for the categorical programs which were changed to block grants 
before it was clear if reducing regulations would improve the programs by 
serving more clients. 

Monetary Policy 

The Administration acknowledged the independence of the Federal Reserve 
but recommended tha t the growth rate of credit and money be cut in half by 
1986 , to reduce the inflation and interest rates. Reagan ' s four- point pro
gram promised to stimulate the economy and eventually balance the budget . 
President Reagan , during his campaign , said he would eliminate the federal 
deficit in fiscal 1982 . However, his initial budget proposal set fiscal 
1984 as the target date for a balanced budget. 

CONGRESSIONAL BUDGET REFORM 

Reagan moved swiftly after the 1980 election to propose legislation to 
enact his tax and budget proposals. He scored an impressive series of 
victories over Congress in setting the FY 1982 budget. Reagan , his aides , 
and the Republican leadership in Congress skillfully used the congressional 
budget reconciliation procedure to win approval for the Reagan economic 
program. 

The Reagan Administration mobilized public opinion to resist Congress' 
attempt to pass higher spending and taxation levels than sought by the 
President. Reagan successfully held most Republicans in rank , bargained 
with enough conservative Democrats to gain the margin of victory, and 
pushed his program through Congress fast enough to avoid the divisiveness a 
longer, more detailed examination of his proposed budget surely would have 
brought . Reagan majorities on the budget committees in both houses more 
than offset the efforts of powerful committee chairmen to obstruct his 
program or to substitute theirs for the Administration's. By outbidding 
the Democratic opposition in concessions to swing meMbers of Congress, the 
Administration was able to maintain its winning coalitions on budget and 
tax reductions. 
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This victory is all the more noteworthy because budget reconciliation 
is a product of the Congressional Budget Impoundment and Congrol Act of 
1974, designed to increase Congress ' independence from the executive branch 
when it considers and adopts a budget for each new fiscal year. The 1974 
Act resulted from Congress ' inability to develop disciplined, centralized 
budgetmaking authority from the parochial interests of authorization com
mittees and President Nixon's sweeping impoundments that thwarted the in
tent of Congress. Tile Act established procedures a President must follow 
to request rescissions (cancellations of authorized expenditures) and de
ferrals (temporary spending delays) of budget items. This procedure re
placed the practice of impoundment. In theory the Act centralized budget 
control in House and Senate budget committees to oversee budget formula
tion. It also moved the fiscal year ' s starting date fro~ July 1 to October 
1, to give Congress more time to consider the budget, and established two 
concurrent resolutions on the budget: the first in the spring of each year, 
and the second in September, after authorizing commirtees have had several 
months to consider budget changes . 

If authorizing committee estimates exceed the total voted upon in the 
first budget resolution, the budget committee of each house can direct 
authorizing committees to make specific budget reductions to meet the 
budget resolution ' s spending targets; reconciliation refers to balancing or 
"reconciling" the individual committee's budget authorizations with the 
budget ceiling set by the budget committees in both houses of Congress. 

In theory, the reconciliation process gives Congress the means to en
act a carefully considered, responsible budget . It seemed to work well for 
several years after 1974. Beginning with Jimmy Carter's clashes with Con
gress over spending priorities, the process began to break down as congres
sional consensus and accommodation faltered. In response to growing con
gressional inaction, Presidents began to request, and receive, more rescis
sion and deferral authority from Congress. An old issue is being debated 
once again: should the President's powers to shape the federal budgetmak
ing process be strengthened? Proponents of the idea claim that Congress is 
unable to manage its own fiscal affairs and that therefore only a powerful 
presidency can bring order to the budget. Opponents fear that additional 
presidential powers would destroy the intent of the 1974 congressional 
budget reforms . 

CONGRESS' VERSION OF THE REAGAN ECONOMIC PACKAGE 

In 1981, the first budget resolution included binding instructions to 
the authorizing committees: budget authority must be reduced by a total of 
$36 billion during the reconciliation process. By making authorization 
limits binding in the first budget resolution, the President manipulated 
Congress into endorsing his overall strategy to reduce the growth of 
government spending. First, the authorization limits locked in a budget 
ceiling which could not be unlocked by higher appropriations in the appro
priations committee of either house (the usual procedure for "busting" 
budget limits). Second, Congress, in its haste to reflect public sentiment 
for a "new" economic approach, failed to carefully consider the details (or 
lack of them) in the Reagan Plan. The haste r eturned to haunt appropria
tions committees. 
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Operating under the constraints of spending ceilings, Congress had 
passed none of the appropriations bills by October 1, 1981, the beginning 
of fiscal year 1982 . A continuing budget resolution , passed on September 
30, allowed government spending to continue at levels no higher than the 
levels authorized for programs outlined in the Omnibus Budget Reconcilia
tion Act of 1981. In September , President Reagan called for an additional 
$16 billion package of spending cuts and revenue increases to be enacted 
during the appropriations process. By November 20 , the expiration date of 
the first continuing resolution, only one of the thirteen regular appro
priations bills for 1982 had been passed by Congress. Congress passed, and 
Reagan signed , a second continuing budget resolution on November 23, making 
it even more likely that the federal government will go through FY 1982 
without a congressionally approved budget . 

Spending 

The spending cuts made by the reconciliation process occurred in 
domestic programs; defense outlays increased. According to federal budget 
expert Allen Schick, more than 75 percent of the reductions approved by the 
Senate Budget Committee were initiated by the Administration. In the 
domestic programs, Congress approved many of the cuts Reagan proposed. For 
example, in the Aid to Families with Dependent Children Program, Congress 
tightened up eligibility requirements , strengthened program management, and 
limited eligibility for Food Stamps . However, other proposals did not 
receive full approval from Congress. The proposal to place a ceiling on 
federal expenditures for Medicaid was rejected, and Congress ended up going 
only partway with the Administration's block grant proposals. In addition 
to reducing payments to individuals , state and local governments will 
receive 14 percent less in direct grants in FY 1982 than in FY 1981. 

The Omnibus Budget Reconciliation Act includes nine of what are called 
"block grants , " with a funding level of $7.5 billion. As originally sent 
to the Congress, the Reagan Administration's proposal for four block grants 
gave states full discretion over spending, with no funds earmarked for 
specific programs in a block grant; federal requirements were to be reduced 
to a minimum. The Reconciliation Act passed by Congress included nine 
block grants, with a funding level of $7.5 billion. Besides encompassing 
fewer categorical programs than originally proposed, the block grant 
authorization contained many stipulations, some of which were designed to 
ensure the continued funding of the previous categorical programs contained 
in the authorization. For example, states are required to maintain certain 
types of health centers . They are required to match federal funds in some 
block grants , and are limited in how much money they can use to administer 
the grants . 

Taxes 

Congress responded favorably to Reagan's call to reduce taxes. The 
President proposed three successive 10 percent tax cuts for individuals. 
In June he modified this , and Congress, with his approval, passed an 
across-the-board tax cut of 5 percent beginning October 1, 1981, followed 
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by two successive cuts of 10 percent in 1982 and 1983 . Additional changes 
in the tax s t r ucture were added by Congress . The tax bill ' s estima ted 
impact on revenues totaled $37 , 656 , 000 , 000 in fiscal 1982 , rising to 
$267,726 , 000,000 in fiscal 1984 . 

The Administration sent its second se t of tax proposals to Capitol 
Hill in October 1981. The measures , thought to be necessary since Congr ess 
did not go along completely with Administration-prop~sed spending cut s , 
were projected to raise approximately $3 billion in fiscal 1982. The re
visions proposed are reductions in energy tax credits, yearly taxes on 
multi- year contracts that currently do not have to be paid until the pro
ject i s comple ted, taxing of industrial development bonds, and reduced un
employment compensation. In addition , Reagan has called for administ ra tive 
changes to impr ove current tax collection pr ocedures . Open disagreement 
over whether to increase taxes continued within the Administ r ation and the 
Republican Party (despite President Reagan's rejection of tax hikes in his 
January 1982 State of the Union message) . The controversy contributes to 
delays in the congressional budget process . 

Balancing the Budget 

De spite campaign promises and budgetary optimism, Reagan ' s efforts t o 
balance the budget by 1984 are not likely to succeed. In September 1981 , 
Alice Rivlin of the Congr essional Budget Office projected that "fed eral 
budget deficits will decline gradually over the next several year s , but 
budget balance will not be obtained by 1984 unless the proposed growth of 
defense spending is curtailed , nondefense spending is scaled back even 
further , or increases in revenues are generated." Tile budget package pro
posed by the Administration in September will decrease t he deficit ; how
ever, by November, President Reagan publicly admitted that even these 
measures would not balance the budget by 1984 and that he would be happy to 
keep the deficit below $100 billion during FY 1983. In early Februar y 
1982 , the Administration announced a projected FY 1983 deficit of $91 bil
lion. Tile Congressional Budget Office and other non~dministration sources 
estimated the deficit would top $100 billion for FY 1983. 

FEDERAL BUDGET CHANGES FOR FY 1983 

The FY 1982 budget reduced feder al spending by about $35 billion. 
Almost 40 percent of that reduction was in aid to state and local govern
ments. Tile Reagan Administration has proposed an even more austere FY 1983 
budget . It f urther reduces grant aid to s tate and local governments , again 
under the promise of giving states a greater r ole in deciding what services 
to provide while regulating them less . However , the cumulative effect of 
the FY 1982 and 1983 budget proposals has been to i ncrease uncertainty for 
the state and local gove r nments in Texas . There are two r easons for the 
uncer tainty. First, as previously noted , the federal government ' s budget 
authority for FY 1982 has been set by two continuing resolutions rather 
t han approved appropriations bills . The second and current resolut ion was 
adopted November 23 , 1981. Most state and local governments had to adopt 
their own operating budgets before this date , not knowing if or how much 
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federal money they would receive. Second, Reagan proposed his FY 1983 
budget before the dust settled from the FY 1982 cuts . This left state and 
local governments little time to plan for the new round of proposed reduc
tions . Despit e the uncertainty, the budget- cutting trend has been clearly 
established, and state and local governments should assume that future cuts 
are likely to be larger than those contained in the President's FY 1983 
budget proposal . Deeper cuts become even more of a possibility with each 
new report on the increasing size of the projected federal deficit. 

The fiscal provisions likely to affect Texas in the FY 1983 budget 
are: 

1. $14.2 billion in cuts to such discretionary programs as mass 
transit operating subsidies, water projects , energy research , conservation 
programs, employment and training programs, and social services; 

2 . $12.8 billion in cuts to such entitlement programs as Medicare , 
Medicaid , income support programs, and nutrition programs. Texas' trans
porta t i on and welfare programs rely heavily on federal funds and could lose 
s igni.f.-icant funding in FY 1983. 

!he President's FY 1983 budget was presented in his State of the Union 
address on January 26 , 1982. The full details are still unknown, but some 
a$.pe.cts are already highly controversial . It is likely that much of the 
President's program will be changed by Congress. New federalism as defined 
by the President has the following features: 

1. a $50 billion turnback of federal programs and federal funds to 
support them to states over an eight- year period. The twin aspects of the 
so-called Super Swap are: 

2. a federal takeover of Medicaid in return for states assuming re
sponsibility for Food Stamps and AFDC; 

3. a proposed turnback of more than forty categorical programs to the 
states to be financed until 1991 with a $28 billion trust fund. After that 
date states would be able to fund those programs as their own priorities 
and financial resources permit. The fede r al alcohol , tobacco , telephone, 
and motor fuel excise taxes, and a part of the windfall profits tax (per
haps as much as 50 to 60 percent of the fund's total revenues) would pro
vide revenue for the trust fund. 

The proposed trust fund relies heavily on the windfall profits tax. 
This presents two problems for Texas. First , revenue from the windfall 
profits tax will decline each year, phasing out completely in 1991. 
Second, because of the high level of oil and gas produced in Texas, the 
state would be taxed more than other states. In effect this means Texas 
will contribute more to the trust fund than other states while receiving 
less from it--that is , Texas will subsidize other states . An equally 
important fact is that Texas' revenues from the severance tax on oil and 
gas production is declining , meaning that Texas' golden goose is losing a 
little of its luster. Apart from the overall loss Texas is expected to suf
fer financially, the swap is inequitable because: 
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1. The proportion and seriousness of poverty vary widely from state 
to state. 

2. The projected resources to deal with poverty also vary wi<lely 
among states . 

3. The demonstrated willingness and flexibility of states in dealing 
with antipoverty programs has varied widely among states; Texas' own his
tory in this regard is not particularly progressive . 

4. State budgets cannot deal promptly with increased poverty , un
employment , and inflation. This is particularly true for states like Texas 
with biennial legislative sessions . 

S. The changing nature of economic and demographic factors makes it 
difficult for states with high rates of e i ther in-migra t ion (like Texas) or 
of out-migrat i on to handle the rising costs of income transfer programs 
over the next several decades . Without federal administration, current 
differences in benefit levels across states will increase , triggering 
further migrations of the poor to some high- benefit states which can least 
afford more poor residents . 

The Governor of Texas also objects to the proposal because it all ows 
stat es to voluntarily withdraw from the swap . This withdrawal leaves 
others (like Texas) holding the bag because the trust fund shrinks , and be
cause the States ' shares from the fund are based on 1970 population 
figures . 

The FY 1984 new feder alism proposals a r e import<>.nt to consider for 
another reason. The budget and organizat i onal mechanisms chosen by Texas 
to deal with the block grants could lay the foundation for successfully 
dealing with the "Super Swap" and the strong likelihood of fewer federal 
dollars in future years . However, success in Texas depends on how well it 
deals with constitutional and/or legislative restraints on spending and 
taxa t ion. 

SUMMARY 

Soon after President Reagan took office he reaffirmed his belief in 
the principle that economic growth is a fundamental requirement for achiev
ing national goals . Therefore, Reagan has proposed what he calls his Eco
nomic Recover y Plan. At the heart of this package lie three basic 
principles . 

1. Taxes should be cut in order to promote investment and savings . 
This increased investment and savings will will mean an ex
pansion in productivity and an overall growth in the economy . 

2. The federal budget should be cut significantly . This is 
intended to : 
a . Keep the gover nment from competing with the private sector 

for the available supply of borrowed dolla r s . 
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b. Keep interest rates lower, as money markets react to the 
prospect of a decreased budget deficit . 

c. Return some spending control to the states through a progr am 
of block grants. 

3. The business climate should be enhanced so as to create favorable 
investment opportunities . 

President Reagan's supply- side economists believe that these combined 
measures are America's only chance to break the tightening grip of infla
tion. 

Though these measures are being hailed by the media as little short of 
revolutionary, one need not look far back in time to see that these or 
similar measures have been tried before. Following closely on the heels of 
the expansionary Great Society period , the Nixon Administration undertook 
similar measures, such as general revenue sharing combined with budget cuts 
to stop the spending spiral. In addition, President Carter's economic 
advisors were suggesting that Carter press Congress for strong tax and 
budget cuts . However , President Carter chose income transfers to the dis
advantaged, which made it difficult for him to take strong budget- cutting 
action. President Reagan, on the other hand, believes that policies 
directed at stimulating the economy as a whole will best benefit the dis
advantaged. The debate over how best to provide for those who cannot pro
vide for themselves continues in Congress and in the nation. Even if one 
believes in the principles behind President Reagan's Economic Recovery 
Plan, the real question is , "Will it work?". Though precedent may be 
broken, history suggests that the Reagan package will not work- -that there 
are too many vested interests , too many uncontrollable expenditures, and 
too many highly political decisions. 

Though the Reagan budget cuts have reached out into previously for
bidden areas like AFDC and Food Stamps , the bulk of government spending 
remains tied up in such programs as Social Security pensions, Veterans' 
Pensions , Disability Insurance , and Unemployment Insurance. Few adminis
trations in history have dared to cut these programs , fearing serious 
political repercussions, and the Reagan Administration is no exception. 
Instead, such programs as Maternal and Child Health Care and Day Care have 
been scapegoats. Indeed , one need only look as close as Austin to see the 
closing of day care centers and the restrictions on eligibility that are 
forced on the Center for Battered Women. 

The very strengths of the Reagan push in 1981 may prove to be the 
Administration ' s undoing in subsequent years. The Administration made 
extravagant promises of economic upturn which have not been believed by the 
financial community; the loss of public confidence in Reagan ' s program may 
make it easier for Congress to change parts of it . The Administration suf
fered a loss of credibility when it continued to seek additional cuts of 
billions of dollars late in 1981 and early 1982 because its own revenue 
projections proved too optimistic and a balanced budget seemed more remote 
than ever. The Administration also no longer enjoys the momentum of the 
"electoral honeymoon" of the early months of the Reagan first term. Social 
services budgets have been slashed deeply , while defP.nse, Social Security, 
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and other "untouchable" programs have remained largely unscathed; however , 
constituent pressure, particularly for such services as day care, which 
ser ve a large , middle-class constituency , may result in greater congres
sional resistance to larger cuts. The Administration has seriously com
promised its own budget integrity with large concessions to special inter
ests (e . g., retaining agricultural and dairy subsidies); having given in 
once will make it harder to resist in the future. Finally, a major battle 
for control of the budget process is taking shape: authorizing committees 
will probably increasingly resist the efforts of the Administration and 
budget committees to rush through massive cuts without time for serious 
budgetary consideration . 
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CHAPTER 3 

THE TEXAS VIEW OF THE "NEW" FEDERALISM 





OVERVIEW 

The FY 1982 phase of President Reagan's Economic Recovery Plan has , 
for the most part, been absorbed by the states . In Texas , a great deal of 
discussion has begun (as it probably has in most states) regarding its ef
fects. The dust has not settle<l, but facts and opinions abound concerning 
both the effects of the FY 1982 changes and the effects of Reagan ' s swap 
and turnback proposals in his FY 1983 budget . In this section we explore 
fact and opinion about how Texas has responded to the first stage (block 
grants) of Reagan's plan. 

Many observers argue that the Omnibus Budget Reconciliation Act of 
1981 , authorizing federal appropriations for FY 1982 , produced nothing more 
in Texas than reduced funding levels and fewer restrictions (generally) for 
social service programs . The situation, however, is not so straightfor
ward. Reagan 's eagerness to return more responsibility for social programs 
to state and local governments poses clear challenges to improve their 
administrative operations. As noted in a previous section , the federal 
government historically has been the driving force behind social change and 
the originator of social programs . Often this activism resulted from the 
inability or unwillingness of the states to address problems brought on by 
a maturing society . The situation , then, often has been one of different 
priorities between the federal government and the states. 

A crucial question for Texas to answer if the federal government 
withdraws is: will a state that historically has placed primary emphasis 
on education, highways , agriculture, and conservation be willing to assume 
an active role in providing for its poores t citizens? In pondering this 
question, Texans must consider several related issues . For example, the 
Texas Constitution places constraints on state spending levels , amounts 
spent on welfare programs, taxing powers of both state and local juris
dictions, and the fiscal activities of local government . 

On the whole, Texas state officials will focus on three general areas 
as the effects of Reagan ' s economic plan come into focus-- planning/ 
budgeting , revenue sources, and spending priorities. As mentioned above, 
constitutional and statutory constraints will influence decisions and 
actions in all three areas . Other influences will include special interest 
group pressure, legislative/executive branch political relations and 
management capabilities, the diversity between urban and rural areas in 
Texas regarding needs and resources , and the ability and willingness of 
Texans to pay for state government . 

Agency officials , local governments, and service providers will be 
influenced by the same fac tors. Agency officials also will have to grapple 
with the question of administrative control and responsibility. In addi
tion, the needs and priorities of clients and service providers will have 
to be considered as will alternatives for persons who are abandoned with 
the elimination of services and programs . 

The effects of the Reagan economic program will be most dramatic at 
the local level , where services are delivered either by private or 
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government agencies . As the population of Texas increases, the needs of 
the less fortunate will continue to mount. Although the federal government 
is limiting its role and financial support, the costs will continue to 
incr ease. The question becomes: Who will pay? 

Public officials in both cities and rural areas are looking in several 
different directions as they consider this problem. The likelihood of 
state assistance is good for some types of services; for others it is less 
so. Many agencies will increase efforts to raise funds from private 
sources. Local governments also will increase their efforts to develop 
creative financing methods for capital projects . However , these officials 
must develop practical ways to control this "new" activity so as to mini 
mize abuses. 

As with other levels of government , local agencies are facing tough 
decisions in setting budget and spending priorities . As revenue sources 
shift (often decreasing) , agency officials must consider reducing staff, 
eliminating programs , reducing hours of operation, and other cost- cutting 
measures. Of course , such measures should be taken only after fully under
standing that holes will develop in the "safety net" and that many poor 
citizens will fall further into poverty . The potential for this to occur 
underlines the crucial role of emergency assistance programs . These pro
grams provide short- term relief for citizens who can turn to no one else 
for help . Some observers think that the level of activity in these pro
grams is an "early warning system"- -the level of activity increases as the 
economy sours . If more people seek such assistance, it may indicate 
serious flaws in the direction and pace of Reagan's Economic Recovery Plan. 

Our look at Texas ' response to block grants can be divided into short
and long-term challenges . In the short run, the block grants, which were a 
major part of the first stage of the Reagan program, offer the most com
prehensive picture of state actions and reactions. We selected the 
Alcohol, Drug Abuse, and Mental Health Block Grant (ADM) and the Social 
Services Block Grant (Title XX) for several reasons. Because several state 
agencies are involved, the ADM block provides the best example of organiza
tional and administrative changes that have occurred. The number of 
agencies involved also raises important funding issues. The Social Ser
vices grant was chosen because it affects the most persons and contains the 
largest budget of the blocks . Also, the involvement of only one state 
agency provides a good contrast to the ADM block grant . Common reasons for 
selecting these two are that both blocks were implemented in FY 1982 , they 
involve the two largest state agencies , and both grants provide a broad 
range of services . 

Other block grants raised important questions and could have been 
selected for this section. For example, the education block , which com
bined many separate categorical programs, will have a direct impact on 
local school districts in Texas. Likewise , the Community Services Block 
Grant will affect local governments directly; however , these grants will 
not be assumed until FY 1983 , and state agencies , therefore, have been less 
concerned with them , than with other grants. 
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Finally , we felt that a look at local emergency services was appro
priate because of the crucial role this type of temporary assistance will 
play as funding reductions result in the elimination of various social 
programs and services . Because alternative fo rms of ass istance of ten are 
nonexistent , persons increasingly will turn to stop- gap aid programs . 

When one considers long- term r esponses to Reagan ' s economic program, 
state constitutional and statutory issues invar iably arise because they re
strict the ways state and substate jurisdic tions can respond to uncertain 
economic conditions . Because the direction of the national economic plan 
portends basic shifts in responsibility and f unding for social programs , 
basic structural changes at t he state level must be considered. For this 
reason, we turn our attention to constitutional questions for Texas . 

CONSTITUTIONAL ISSUES 

Texas ' response to federal block grant proposals , and to the new 
federalism in general , will be determined largely by how the legislature 
resolves constitutional and statutory provisions which now limit state and 
local governments in adapting to changes imposed by Washington. This sec
tion deals with five overriding concerns : (1) the projected effects on 
Texas of the federal budget changes from 1982 - 84 and the President ' s swap 
and turnback proposals; (2) state constitutional spending limits on state 
and local government; (3) state constitutional tax limits on state and 
local governments; (4) state spending priorities for certain services and 
the degree the State depends on federal funds to provide each ; and (5) 
changes in state government organization and procedure which might create 
more flexibility in budgetmaking authority . 

Spending Limitations 

The Reagan FY 1983 budget proposal ("Super Swap") raises two consti
tutional issues for Texas . First , there is an $80 million ceiling on s t ate 
welfare expenditures . Second , the constitution specifies that stat e 
dollars spent on welfar e pr ogr ams must be matched by federal welfare 
dollars . It states that "total assistance grants, not including medical 
care payments , f r om state funds to or on behalf of needy aged , needy 
permanently or totally disabled , needy blind , nee<ly dependent children, and 
caretakers of need dependent children may not exceed $80 million during any 
fiscal year" (Article III , Section 51- a). 

If Texas becomes responsible for AFDC and Food Stamps , it will almost 
certainly be forced to exceed its constitutionally imposed limitations in 
order to fund the programs . The November 1981 election contained a pro
posed amendment to abolish the ceiling and instead to index welfa r e spend
ing to a percentage ( . 01) of state funding. However , even that flexible 
amount may not suffice, nor may it allow the State to replace the federal 
funds for welfare cut from the FY 1983 budget . 

The second issue is the constitutional provision that " the maximum 
amount paid from state funds to or in behalf of a needy person may not 
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exceed the amount that is matchable from federal funds" (Ar ticle Ill, 
Section 51- a) . This provision has been i nterpreted to mean that there must 
be a federal dollar available for every dollar the State spends of its own 
money , which may prohibit the State from spending more on new high- prior ity 
programs, or even f rom maintaining current programs in the face of federa l 
cuts. It is likely that a ballot initiative will be put together soon to 
amend the constitution to allow Texas to fund welfare programs not sup
ported by federal dollars . 

A related issue, which will be dealt with in more detail elsewhere in 
the paper, is the constitutional prohibition on bonded i ndebtedness . 
Although the legislature has found ways to get aroun~ this (to the tune of 
around $2 billion in debts) , it is not likely to actively search for ways 
to incur debt or to draw attention to such legislative proposals as the 
Water Trust Fund, which encumbers state dollars far into the future. 

The constitution has an implied r est riction on cities and counties to 
prevent (discourage) them from deficit spending. The state constitution 
says: "No tax for any purpose shall ever be lawful for any one year, wh ich 
shal l exceed 2 1/2 percent of the taxable property of such city , and no 
debt shall be created by any city , unless at the same time pr ovision be 
made to assess and collect annually a sufficient sum to pay the interest 
thereon and create a sinking fund of at least 2 percent thereon" (Article 
II, Section S). In addition, the cons t i tution states that cities , coun
ties , and towns may "levy , assess and collect the taxes necessary to pay 
the int erest and provide a sinking fund to satisfy any indebtedness her eto
fore legally made and undertaken; but all such taxes shall be assessed and 
collected separately from that levied , assessed and collected for current 
expenses of municipal government , and shall when levied specify in the act 
of levying the purpose t herefor e" (Article II, Section 6). 

These sections of the constitution make it politically risky for 
locally elected officials to send their j urisdictions into debt . This i s 
because: (1) taxes must be collected to cover debt; and (2) governments 
must make a good faith effort to inform residents when tax increases result 
from increased gove rnment indebtedness . Therefore, local governments are 
unlikely to go into debt to r eplace lost federal funds. However, there are 
no constitutional spending limitations imposed on local governments for 
operating expenses. Local governments could provide additional funds for 
operating expenses of programs that experience feder al funding cutbacks, 
but they are constrained from funding such capital items as recreation cen
ters or clinics. A solution might be for the State to secure some portion 
of the local debt to fund select expenses (wastewater or health car e 
facilities) in those areas where federal capital expenditures are reduced 
or discontinued . 

Tax Limitations 

Even if the state constitution imposed no spending limits on states 
and localities , most would have to raise taxes to replace federal dollars . 
Texas tax rates are regulated by the constitution in some cases , and by 
legislation in others . The distinction is an important one , because 
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legislative r estrictions are far easier to change in Texas (procedur ally, 
a t least) than are constitutional ones . 

State tax revenues a r e generated hy (in order of magnitude from great
est to least): (1) general state sales tax; (2 ) selec tive sales taxes on 
c igare t tes , alcohol , and mo t or fuels ; (3) severance t axes on oil , natural 
gas, and sulphur; (4) major business taxes on corpora t ions , franchises , 
utility gross receipts and insurance gross premiums ; (~) interes t on income 
and char ges for licenses and s e rvice s ; (6) inher itance taxes; and (7) state 
property and other miscellaneous state taxes ~37 

The St ate seems to have a variety of tax sources at its disposal . 
However , real options a r e limited. The property tax is limited t o $. 10 per 
$100.00 assessed valuation , which the State may collect fo r support of 
higher education (Article VIII, Section 1- e , Texas Constitution) . As 
ment ioned earlier , severance t axes on oil and natural gas a re declining. 
There is vocal opposition f r om many in the s t ate to proposals to raise 
business taxes on corporations and utilities , or t o impose a s tate corpo
rate income tax. Also , it is unlikely that Texas would institute a state 
personal income tax. If additional revenues mus t be raised , the most 
likel y candidates for tax hikes are increased "sin taxes'' on cigar e ttes and 
alcohol , higher user and service fees , and an increa~e in the general state 
sales tax. Unfortunate l y , these last two are also t he most reg ressive 
options available , that is , those with a disproportionate impac t on lower
i ncome Texans . 

Local government s are a l so constrained , though in diffe rent a reas, de
pending on the type of local government . By law, '' any city may , by a 
majority vote of the qualified voters of said city voting at an elect ion 
held for that purpose, adopt a local sales and use tax for the benefit of 
s uch a city •• •• The sales tax portion of any local sales t ax • •• is 
hereby imposed at the rate of one percent . .. 38 Local governments may try 
to persuade the legislature to raise this l percent limit . 

The Texas Constitution also limits local governments' abilities to 
raise revenue by its silence. Although the cons t i tut ion allows for a state 
personal income tax (Article VIII , Section 1) , it does not mention that 
poss ibility for local governments. Since local governments are creature s 
of State making , it is generally understood that t he State may enter into 
a r eas not expressly forbidden constitutionally , but local governments may 
only enter into those a reas allowed expressly by the constitut ion or the 
legislature. Howeve r, home rule cities have the same power s as the State 
unless otherwise stipul ated by statute or constitution. Therefo r e , cities 
could decide by referendum to impose a local income tax. 

Unlike cities , counties can tax personal property (Tex. Re v. Civ . 
Stat . Ann. art . 1060) . However, t his tax is difficult to administer and 
raises only modest revenues. I t has not been used often in Texas . Some 
improvements in administration might make this a goorl taxing al t e rnative 
for counties . Local government s r ely heavily on property taxes, but are 
limited in their levies , as shown below : 
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Type of Gove r nment 

CITIES 
Home Rule 
General Law 

COUNTIES 
General Levy 
Special Road Levy 
Optional Road/ 

Flood Control 

Limit as Percentage of 
Assessed Va l uea 

2 . 50 
1.50 

0.80 
0.15 

o.3ob 

Legal Citation 

Const . , Art . XI , Sec. 5 
Const . , Art . XI, Sec. 4 

Const ., Art . VIII, Sec. 9 
Const., Art . VIII , Sec. 9 

Const ., Art , VIII, Sec. 1- a 

SCHOOL DISTRICTS 1. 50 Education Code, Art . 20.04 

SPECIAL DISTRICTS 
Hospital Districts 
Generallyc 

Airport Authorities 
Rural Fire Prevention 
Districts 

Junior College 
Districts 

Water , Conservation , 
Navigation, and Natural 
Resources Districts 

0.75 

0.75 
0. 03 

1. 00 

Various 

Const . , Art. IX, Sec. 9 

Const ., Art . IX, Sec. 12 
Const ., Art . III , Sec. 48- d 

Education Code, Art . 130. 122 

Set by specific statute or 
Const . , Art. III, Sec. 52 

aLegally "assessed value" is presumed to be synonymous with market value 
per $100. 00. 

b$3,000 homestead exemption applies to this levy only . 
csome specific districts are limited to lower rates by the constitution. 

In summar y, local governments are severely limited by the constitution 
in their capacity to raise revenue. They are limited to a 1 percent sales 
tax ; property taxes are restricted; there is no local income tax; and only 
counties may tax personal property. 

Since we have already mentioned constitutional amendments as one way 
out of current procedural difficulties for the State , it is worthwhile to 
examine the process required to amend the Texas Constitution. 

Article XVII, Section 1, of the Texas Constitution: 

MODES OF AMENDING THE CONSTITUTION 

Section 1. Amending the Constitution. (a) The legislatur e may 
propose revising the constitution by proposing one or more 
constitutional amendments at a regular session or at a special 
session to which the governor has submitted the subject matter 
of the amendment . 
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An amendment is pr oposed if two-thirds of the membership 
of each house approve it by an affirmative record vote. An 
amendment is adopted if a majority of the qualified vote r s 
of the state voting on the proposition approve it at a state
wide election held on a date to be specified by the legisla
ture. The governor shall proclaim the adoption. 

The constitution also regulates how often the legislature meets: "The 
legislature shall meet every two years at such time as may be provided by 
law and at other times when convened by the governor" (Article III, Section 
S) . The constitution a l so states that "no regular session shall be of 
longer dur ation than 140 days" (Article III , Section 2 4) . These limita
tions force a legislature with an a l ready overcrowded agenda to reach a 
two- thirds vote on a proposed amendment in a re l atively short period of 
time. The legislature has this opportunity only every other year . 

It is clear that the Texas constitution restricts both state and local 
governments' abilities to respond to changes in the intergovernmental aid 
structure . The restrictions should be eased if Texas is to fund services 
that are currently federally funded, either by amending the constitution or 
by legislative action to raise statutory limitations on tax rates. The 
procedural problems involved in amending the constitution become all the 
more significant when one realizes the number of provisions requiring 
change if Texas wanted to be a full partner in the Reagan new federalism . 

Texas Priorities for Services 

In 1981 , 24 . S percent of total state revenues in Texas came from the 
federal government . 39 This made f ederal funding the second largest com
ponent of Texas revenues . More revealing, however, is that almost 90 per
cent of federal monies given to Texas paid f or only four types of servi ces: 
welfare, education, social services, and transportation. 40 Obviously, 
these services are the most sensitive to changes and reductions in the 
federal grants- in- aid system. Moreover , one can reasonably predict the 
probabl e effect of proposed federal budget cuts in these areas by examining 
the history of state support for them--tha t is , i f Texas does not make 
basic changes in how and where it spends its own money for public 
services . 

Education 

The President ' s budget for FY 1983 proposes to cut federal aid to 
education by $1 . 2 billion.41 In addition to federal support, Texas 
public education is supported by local property taxes and state funds. The 
local share of financing is approximately 40 percent, the State provides 
appr oximately SO percent, and the federa l government provides the rema ining 
10 percent. 

Federal aid to Texas in education now funds adult, migrant, handicap
ped , and disadvantaged student education programs. Despite its obvious 
commitment to maintaining quality general education, Texas may not r espond 
to these special education needs. The many court cases concerning 
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desegregation, aid for the handicapped, and education for children of 
illegal aliens and migrants do not encourage optimism. 

Local support for education is funded almost exclusively through local 
property taxes (if federal funding is significantly decreased, local 
governments must consider raising property taxes; or, more likely , the 
State must step in with increased state aid in order to make up the dif
ference) . Federal aid in local school districts has been for programs for 
the handicapped, the disadvantaged, and for adjustments to desegregation. 
Although state aid to education will continue to increase steadily, it is 
unlikely that special programs will be able to continue at current levels. 
It is certainly possible, however, that the courts could force Texas to 
fund the programs at higher levels. 

Welfare and Social Services 

State spending for welfare (here defined as including social services) 
increased by 19.7 percent from the 1978-79 biennium to the 1980-81 bien
nium.42 The apparent increase is a decrease in real terms when adjusted 
for inflation. State welfare spending in the 1970- 71 biennium was 19. 7 
percent of all state spending; in 1980-81 it decreased to 17 percent.43 
Compounding Texas' reluctance to spend money on welfare programs are the 
proposed cuts to states for various federal welfare programs. The FY 1982 
federal budget proposed cutting all the major welfare programs. 

Program Proposed Cut 

Medicare $ 2.5 million 
Medicaid 2.0 
Food Stamps 2.4 
AFDC 1.2 
SSI .3 
Other Entitlements 1. 2 
Employment and Training 2.2 
Social Services 1.0 
Housing Assistance .6 

Total $13.4 billion 

As an example of Texas' dependency on the federal government for 
welfare expenditures, 78 percent of funding for welfare expenditures in 
Texas comes from federal sources , while state health programs receive a 
mere 1 percent of their funding from federal sources . Past state spending 
patterns indicate that the State is not likely to replace the dollars for 
welfare programs cut by federal budget reductions . However, recent figures 
for Austin/Travis County show that for selected services, additional city 
and county dollars have helped to cushion the blow of last year ' s federal 
cuts. Though no conclusions can be drawn from one year's experience , local 
governments might be more inclined to replace lost federal dollars in the 
short run, at least for some locally popular programs. What the states 
will do when local revenues become strained remains to be seen. 
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Highways and Transportation 

State spending on highways and mass transportation has decreased from 
20.4 percent of total state expenditures in 1970- 71 to 12 . 6 percent in 
1980- 81 . 44 This reduction occurred partly because Texas gets 40 percent 
of the money for highways and mass transit from the federal government , 
which has been giving less to states. 

In the 1980- 81 biennium , Texas appropriated $2 . 6 billion for highways 
and transportation. Over 90 percent of this amount went to construction 
and maintenance of highways . The remaining 10 percent was divided among 
public transportation development , motor vehicle registration and titling, 
and traffic safety promotion. State funds for public transportation come 
primarily from federal sources , while the other programs are financed from 
state sources.45 The Stat e has been reluctant to fund public transpor
tation programs, preferring instead to build and maintain highways . The 
anticipated $1 . 6 billion in federal budget cuts for transportation will 
therefore have the strongest impact on the State's mass transit pro
grams . 46 

Local governments , which traditionally run mass transit programs , have 
usually relied on state and federal governments to help them meet the costs 
of general transportation programs, and on the federal government for new 
transit systems.47 If Texas doesn ' t replace lost federal revenue for 
transpor tation services , it is doubtful that local governments alone can 
carry the burden. 48 Currently the State does offer SO percent state 
funding to match SO percent local funding for special transportation pro
jects when federal funding is not available. This pattern will continue , 
at least temporarily, if federal funding is not available . In the long 
run, the need to conserve energy and to accommodate a rapidly increasing 
Texas population could force the State i nto spending more on mass transit. 

In 1980 Texas ranked twenty- fifth among states with regard to federal 
funds as a percentage of total revenue and so is relatively less affected 
by budget cuts than some other states. Therefore, it is easy to assume 
that federal budget cuts will have little or no impact on the state. How
ever , social services, especially welfare programs, receive most of their 
funds from t he federal government , belying the relatively low overall per
centage. There is little historical reason to expect that state government 
will pick up a larger share of welfare programs, although general education 
and transportation appear likely candidates for increased state funding. 
Funding for social services and welfare appears more likely to come, at 
least initially , from slightly increased city, county, and private funding 
sources . 

Organizational Responses at the State Level 

Because FY 1982 budget changes were confined to so few service areas 
and the FY 1983 budget picture is so cloudy, few significant organiza
tional changes have occurred in Texas state government as the result of 
Reagan ' s cutbacks. However , little change in state government does not 
mean the Texas Legislature did not react to changes at the federal level 
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when it set the State ' s FY 82 and 83 biennium budget . Section 18 of the 
budget bill contained three subsections of interest to us: Subsections 1, 
4, and 6. 

In Subsection 1 the legislature attempted to preserve its budget 
prerogatives by limiting the governor ' s power to accept and redistribute 
federal block grant funds . This subsec tion stipulates that the governor 
can not redistribute federal money to state agencies except as reviewed and 
approved by the legislature. Because of this provision , Texas may lose 
$13.02 million in Community Services Block Grant money . The categorical 
programs which were combined into the grant have been federally adminis
tered and thus have not been a part of the State's operating budget. 
Consequently, the state legislature has never considered or approved the 
programs in the block grant. States must decide by September 30 , 1982 , if 
they will accept and administer the grant . However, the Texas Legislature 
must either forego the no-match funds involved or accept the grant but 
simultaneously violate its own restrictions , if Texas is to participate in 
the program. 

Subsection 4 deals with the constitutional prohibition against pro
viding state funds for certain programs without federal matching funds . 
Subsection 4 requires the State to reduce funding for state programs in 
proportion to the decrease in federal funding . It is intended to prevent 
transferring money across existing agency or program boundaries. 

Subsection 6 mentions the creation of the State Finance Management 
Committee , proposed to help Texas respond to fede ral initiatives between 
legislative sessions. The measure was submitted to voters in August 1981 
and was soundly defeated , most likely out of fear that too few elected 
officials would have too much control over the State ' s purse strings . 
Obviously some kind of budget management is needed during periods the 
legislature is not in session , though there is little agreement on how to 
balance legislative and executive branch interests in a way that citizens 
approve. 

At the federal level, Section 1742 of Title XVII of the 1981 Omnibus 
Budget and Reconcilation Act r equires each state to "conduct a public hear
ing on the proposed distribution of block grant funds each year, to prepare 
a report on the pr oposed use of these funds and to provide for timely 
public and local government comments on the reports ." Texas is seeking 
broad citizen input, using the following methods: 

1. The Governor's Office of Budget and Planning is preparing packages 
of information about feder al economic changes and their impact on Texas . 
This information will be sent to all local governments, state agencies , and 
signficant interest groups . 

2 . Those receiving this information will have five to six weeks to 
review it. 

3. Hearings will then be held where agencies will have the opportun
ity to give public presentations on their views regarding the proposals . 
Written and verbal comments on the agencys ' presentations will be 
solicited . 
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4. Each agency will then prepare an "intended use'' report to be pre
sented to the Legislative Budget Hoard in a July hearing. 

S. By September the governor is expected to have prepared any re
visions to the agencies' reports . The entire package will then be 
forward~d to the legislature for action during the 1983 legislative 
session. 49 

Regarding the legislat ive side of state responses, the Senate Human 
Resources Committee's Subcommittee on Consumer Affairs held a hearing on 
March S, 1982, on the impacts of federal budget cuts on social services in 
Texas. A variety of service providers participated in the hearings. Many 
used it to ask for more state money for their programs . Some provided the 
subcommittee with well- documented information on the proposed cuts and 
their impact on state progr ams as part of a plea that officials reconsider 
state priorities . Many legislators, on the other hand, feel that the 
series of continuing budget resolutions is a more serious obstacle to ex
amining and possibly changing state budget priorities . In anticipation of 
increased state responsibility for social welfare programs , the legislature 
established the Senate Committee on Fees and Grants in 1981 . The Committee 
is to explore alternate state revenue sources to replace federal funds . 

Most state officials view the President ' s 1982 and 1983 budget pro
posals as little more than budget cuts . They realize that as block grants 
replace categorical grants it may be necessary to change some aspec ts of 
how state government is organized and administered . 

There have been some attempts at increasing state- level planning in 
the legislative and executive branches: the approach of the Governor ' s 
Office (as mentioned earlier) is a helpful step in information gathering 
(the first stage in any successful process of mastering issues and 
resolving them), and the Lieutenant Governor's Task Force on Block Grants 
is a similar good- faith effort . However , these short- term responses must 
be accompanied by a serious consideration of long- term state government 
flexibility issues , both organizationally (e . g., how to improve long- range 
budget planning and setting of state spending priorities) and in determin
ing Texas ' fiscal responses to new program responsibilities , whether 
mandatory or optional. The issue of fiscal responsibilities is particu
larly important given the ways in which the legislature has managed to deny 
itself flexibility in responding to federa l funding cuts . Of course , any 
reexamination of organizational responses at the state level must include 
the consideration of ways to increase substantive cooperation between the 
legislature and the Governor' s Office . This will be considered in more 
detail in the following section, which summarizes the conclusions from this 
part of the report. 

Conclusions 

No piecemeal approach will meet the complex demands imposed on the 
state by feder al budget and administrative changes. Citizens will continue 
to demand services from their governments , and those governments must meet 
the demand. To do so , their substate jurisdictions must fashion a 
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well-thought- out approach to decide what their new rPles will be in the 
changing f ramework of intergovernmental responsibilities. To adapt 
successfully, Texas must overcome five obstacles : 

1. Because of incomplete information and ideol ogical rhetoric sur
r ounding the budget cuts and "new" fede rali sm proposals, Texas should make 
every effort to investiga te the financial and sociological impacts these 
proposals would have on the State and on its capacity to change its fiscal 
and admi nistrative operations to act on its own priorities while adjusting 
to federal changes in policy and budget cuts . Fo r example , it must be sure 
that proposed formulas to distribute federal funds reflect actual (not 
past) conditions within the state. Texas must determine if it can count on 
Washington's promise of greater flexibility (less regulation) in handling 
programs since less regulation was the main justification for reducing 
federal funds for domestic programs . 

2 . Texas must explore the effects of state constitutional restric
tions on such spending levels as the $80 million welfare ceiling , Texas ' 
unequivocal link to federally funded programs, and the prohibition on 
bonded indebtedness. Local jurisdictions must be freer to plan and 
implement more reasonable fiscal policies, especially debt management. The 
State must e i ther agree to finance necessary capital expenditures or allow 
local governments to do so. If constitutional amendments are necessary 
(the same rationale holds for resolving taxation limits) , then the state 
officials must be honest with citizens to make them aware that such changes 
are necessary , and draft the amendments in such a way that citizens' fears 
of granting limited power to responsible officials are allayed. These 
measures should help ensure that such proposals as the one to create the 
int erim State Finance Management Committee do not fail from lack of public 
understanding . 

3. The State should examine its revenue sources and decide which can 
be expanded to help meet the growing financial burdens the state of Texas 
and its localities are likely to assume in the future . Again, the public 
needs to know that cuts in federal funds and programs can only be offset 
through increased state and local tax efforts . Pr etending that the private 
sector will assume these burdens enti rely is wishful thinking. Rather than 
speculating on whether increased state and local involvement is needed , 
state officials must face squarely how Texas state government can best meet 
their increased obligations , including the sensitive area of increasing 
taxes. The State must decide whether it has new tax alternatives it could 
use , whether existing progressive taxes can be increased equitably , or 
whether it will increase the burden on ni<ldle- and lower- income Texans by 
hiking the most regressive of its taxes (sales tax) . The State should con
sider lifting property tax restrictions on localities. 

4. The State must prepare to help local governments fill the pending 
service gap in four areas: special education; cash payment s to the poor 
(welfare) ; mass transit; and water resources . The State should move in to 
fill the gap in federal funding for s pecial education programs, as well as 
maintaining the genera l quality of Texas public schools . Problems of local 
disparities have not been solved and must be dealt with on a statewide 
basis . The State should not wait fo r local governments to exhaus t their 
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resources in making up federal welfare funding cuts, but should move to 
fund them at increased levels; the State should also encourage greater 
interest in group participation in funding decisions so that as broad a 
spectrum of the public is involved as is possible. Texas should shift 
funds from highways to public transportation so that the latter is not 
forced to absorb all federal transportation cuts . 

S. The legislature must find ways to alter the straitjackets it 
imposed on itself in adopting Section 18 of its 82-83 biennium appropria
tions legislation. The Governor's Office and the legislature should 
continue their information- gathering efforts about "new" federalism and the 
block grants, but they should also address such questions as: Should the 
legislature meet in annual sessions? If not , how can a proposal for inter
im financial management be drafted which will be acceptable to voters and 
maintain a balance of representation and power between the legislature and 
the executive branch? Should greater budgetmaking authority be granted to 
the executive branch (along the lines of OMB nationally)? How can the 
legislature best determine long- range as well as short-range budget priori
ties? Will the State make a commitment to set its own clear priorities? 
Will the State make a commitment to set its own clear priorities if the 
federal government withdraws from program areas in which Texas has 
followed federal priorties? How will the State deal with the issue of 
local diversity in priorities? Will the legislature set binding funding 
priorities for localities or allow them to operate with a relatively free 
hand in deciding which state programs to participate in? In specific 
reference to the block grants , which channel all money through one state 
agency to localities, will the State allow localities the same degree of 
reduced administrative accountability it (the State) is seeking from 
Washington? If so , can that approach work , particularly in ensuring that 
fairness and equity considerations are met in state and local funding 
patterns? 

Now that we have examined both broad issues and details concerning 
ways to achieve more flexibility in assuming the block grants , it is 
appropriate to consider the block grants we have chosen in order to learn 
their unique aspects and to what extent they require increased flexibility 
from the State of Texas. 

BLOCK GRANT IMPLEMENTATION IN TEXAS 

President Reagan 's block proposals in early 1981 embodied the "new" 
federalism advocated by the Administrat ion. Block grants are a type of 
"special revenue sharing" which give broad discretion to the states in 
spending federal revenues in such specified areas as health, education , 
preventive health, social services, and community development . Congres
sional action on these proposals and on the President's proposed budget 
altered the original proposals : Congress ultimately collapsed fifty- seven 
categorical programs into nine blocks and added requirements pertaining to 
state implementation and funding levels . The nine block grants are : 

1. Maternal and Child Health Services; 
2 . Preventive Health; 
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3. Primary Care ; 
4. Social Services Block Grant (Title XX); 
S. Low-Income Home Energy Assistance; 
6. Alcohol, Drug Abuse, and Mental Health; 
7. Education Consolidation and Improvement; 
8. Community Services ; and 
9. Community and Economic Development . 

The Appendix describes each block grant and lists the state agency adminis
tering it, proposed funding for FY 81-84 , administrative requirements, and 
intended use . SO The resulting legislation, the Omnibus Budget Reconcili
ation Act of 1981 (P. L. 97- 35) , while keeping the spirit of "new" federal
ism by allowing states some discretion, also prevented them from making 
drastic changes in either the type or level of services they previously 
offered their citizens . 

Given the facts about federal legislative and budgetary actions, this 
section of the paper will explore the specific changes in programs in Texas 
funded through two of the block grants . Texas decided to administer five 
block grants as of October 1, 1981: Maternal and Child Health; Preventive 
Health; Social Services; Low- Income Home Energy Assistance; and Alcohol , 
Drug Abuse , and Mental Health (see Appendix , "Comments") . Three of the 
nine block grants are not to be implemented until fiscal year 1983 , and 
Texas was unable to assume one of the block grants (Community Services) be
cause of a rider to the state appropriations bill prohibiting administra
tion of federally funded programs not previously authorized through the 
appropriations process of the State. Two block grants--Social Services, 
and Alcohol, Drug Abuse , and Mental Health (ADM)--were chosen to illustrate 
shifts in responsibility for and changes in the delivery of human services. 

The Social Services grant was selected because of the number of the 
programs blocked. The level of funding for FY 1981 jn Texas, $177 .8 mil
lion, was higher than that of any other grant that the State assumed in the 
first year of block grant funding. The 22 . 6 percent reduction in funding 
for Texas from 1981 to 1982 was also the largest percentage decrease of any 
grant to be assumed in FY 1982 . The Social Services grant affects a large 
number of individuals , including children in day care, those persons of 
child-bearing age seeking family planning services , victims of child abuse, 
and the elderly . The other grants assumed in Texas in FY 1982 are targeted 
toward more limited categories of people , such as those with specific 
diseases or disabilities. 

The ADM grant , which provides services for specific categories of 
illnesses , is also one of the larger grants assumed in FY 1982 , but this 
grant was selected because it involved three state agencies and presented 
special administrative problems for Texas . This is the one grant where the 
gover nor played a key role in reaching a compromise with the legislature to 
dist ribute the money to the three agencies . Like the Social Se rv ices 
grant , the ADM funds provide a variety of services which can be examined on 
the local service delivery level as well as on the statewide level. 

The Omnibus Budget Reconciliation Act of 1981 required states to 
comply with certain reporting and audit standards. The adminis trative 
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requirements are outlined below . In ad<lition , this section addresses : (1) 
What will the block grants mean to Texas in terms of increased/decreased 
flexibility in providing needed services? (2) Are the block grants merely 
a symbolic device to reduce funding , or will they have significant impact 
in the areas of program, administrative , planning , and budgetary account
ability, and in the quality of service changes in delivery of programs to 
Texans? (3) Will there be significant changes in intergovernmental re
sponsibilities? and (4) Wha t wi ll the short-term (and projected long- term) 
effects be on Texas entities involved with service delivery, an<l on the 
recipients of such services? 

Congress ' s desir e to promote continuity of services and ameliorat e 
problems during the transition from categorical to block grant funding was 
embodied in Title XVII of the Omnibus Budget Reconciliation Act. Title 
XVII covers reporting and auditing measures . Section 1741 requires that 
funds be distributed according to local needs; local needs were established 
as a congressional priority during the Great Society, and legislators 
maintained this emphasis . The following section of Title XVII sets the 
reporting requirements for the "proposed use of funds " document that the 
governor submits for each block grant to be assumed hy the State. A public 
hearing for each block gran t is required in the legislation , but this re
quirement was waived by the U. S. Department of Health and Human Services in 
FY 1982. Fiscal year 1982 was designated as a transition year, and states 
had the option of assuming the grants in any quarter of the year; Ti tle 
XVII outlines how progr ams would be funded during FY 1982 if the federal 
government were still administering the funds . The final two sections of 
the Title r equire states to provide information on the block grants to 
Congress through the Comptroller General ' s Office and outline auditing 
requirements.SI 

Alcohol, Drug Abuse, and Mental Health Block Grant 

The ADM block grant illustrates how Congress changed Reagan's block 
gran t proposal. Originally , President Reagan proposed consolidating fif
teen programs into a $1.1 billion state grant for Health Services, includ
ing Maternal and Child Health; Emergency Medical Services; Migrant Health ; 
Mental Health and Alcohol and Drug Abuse Services ; Community Health 
Se rvices ; Sudden Infant Death Syndrome (SIOS); Black Lung Clinics ; and 
Hemophilia Programs . The Senate consented , with the exception of Maternal 
and Child Health, SIDS , and Hemophilia, which the Senate pr eferred remain 
categorical . The House , however , rejected a major Health Services block, 
and recommended three Health blocks , one of which consolidated Alcohol and 
Drug Abuse categorical grants . The Conference Committee agreed to t he last 
proposal , adding Mental Health grants to Alcohol and Drug Abuse . 

According to a letter from Secretary of Health and Human Services 
Richar d S. Schweiker to governor s of each state , the purposes of this 
particular grant are to: 

1. support preventive treatment of alcohol and drug abuse; 

2 . suppor t community mental health services to the emotionally and 
mentally. ill; 
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3. provide rehabilitation of alcoholics and suhstance abusers; and 

4. emphasize outpatient care for the chronically mentally ill. 

The five programs consolidated into ADM reflect those federal priorities: 

1. Mental Health Services (based on Community Mental Health Centers 
Act Amendments of 1975); 

2. Drug Abuse Project and Formula Grants (from the Drug Abuse Pre
vention, Treatment, and Rehabilitation Act of 1972); and 

3. Alcoholism and Alcohol Abuse Project and Formula Grants (from the 
Comprehensive Alcohol Abuse and Alcoholism Prevention, Treatment, and 
Rehabilitation Act of 1970). 

The Reconciliation Act set a ceiling for ADM at S491 million, but this has 
been reduced with the "continuing resolutions" for the federal budget. 

The ADM block grant provides an opportunity to examine how Congress 
can influence state administrative structures. As alcohol and drug abuse 
and mental health were separated from other health areas, it may be 
inferred that these areas are not only related but of special concern to 
legislators. Another indication of the special interest in this grant is 
Title XIX of the Reconciliation Act, which contains specific auditing re
quirements for the ADM grant that take precedence over Title XVII. These 
requirements entail an annual audit by an independent agency, with copies 
of its report open to public scrutiny . Other requir~ments under Title XIX 
are to: 

- establish funding ratios for each of the three areas of the block; 
- establish a system for keeping records confidential; 
- ensure funding for certain community mental health centers; 
- prohibit the supplanting of state or local funds with federal 

dollars; 
- forbid discrimination; 

set "floor levels" for how much of the substance abuse monies go 
to alcohol and to drug abuse programs; 

- plan continued funding into FY 1983 and FY 1984 with 95 percent 
and 85 percent, respectively, of FY 1982; 

- limit the transferability of funds to other health block grants 
to 7 percent; and 

- restrict administrative costs to 10 percent of the total grant.52 

In addition, within each of the abuse categories , 20 percent of the total 
is to be targeted to prevention programs . (This last requirement in par
ticular demonstrates a federal priority being imposed on the states). 

One might think that such stringent requirements would create problems 
for implementation in that they "tie the hands" of state administrators. 
For Texas, however, these requirements may prove to be fortuitous, as the 
State has a very complicated administrative arrangement for the ADM block 
grant. The restrictions may give Texas the time needed to set state 
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priorities and establish a workable, integrated system combining the areas 
of alcohol and drug abuse and mental health. 

Implementing the ADM grant in Texas requires cooperation among three 
state agencies with different responsibilitles , sizes , and administrative 
styles . These agencies are the Drug Abuse Prevention Division (DAPD) of 
the Texas Department of Community Affairs, the Texas Commission on Alcohol
ism (TCA) , and the Texas Department of Mental Health and Mental Retardation 
(TDMHMR) . The unique arrangement in Texas, with independent bodies sharing 
responsibility for adminis tering ADM funds , makes for interesting compari
sons in the study of intergovernmental relations . The following compari
sons are based on public records and personal intervjews with state and 
local officials . Officials of the three state agencies administering the 
grants were interviewed . Because the Community Mental Health Centers 
(called MHMR Centers in Texas) are relatively independent of the state 
Department of Mental Health and Mental Retardation, the director of the 
Texas Council of MHMR Centers was interviewed for the statewide perspective 
concerning mental health services as affected by ADM. An official of the 
local Austin- Travis County MHMR Center was interviewed to get the point of 
view of an agency which receives grants from all three agencies involved in 
ADM , as well as from the Texas Department of Human Resources . And finally, 
a director of a program funded by TCA was interviewed to see how those on 
the "firing line" were adjusting to the changes . This approach provided 
current informat ion from agency representatives to complement information 
from budgets, memoranda , and other documents , especially as regard to the 
percept ions of those involved in different ways an<l at different levels of 
government (federal , state an<l local). It also allowed for special 
attention to be given to the differences in the impact as perceived at 
differ ent levels of involvement, and to the administrative effects of the 
block grant as well as progr am changes . 

The DAPD occupies a small role in the overall functioning of its 
parent agency . Of the $89 , 619,955 TOCA received in federal funds in 1980 , 
only $5 , 917,370 came to DAPD (from the National Institute on Drug Abuse for 
treatment and rehabili tation programs) . DAPD contracted out its formula 
grant (and still does) to private and public service providers , including 
local MHMR Centers; the division also monitors all categorical programs in 
the state, a practice started in 1979 . 53 

Historically , DAPD developed from federal initiatives ; the Drug Abuse 
Prevention Act mentioned earlier required a state agency to receive the 
formula grant. DAPD depended (and still does) on the federal government 
for its purpose and funding; therefore, any significant changes at the 
federal level will be more severely felt in DAPD than in less dependent 
agencies. Furthermore, DAPD reflects the tradi tional "top- down" management 
philosophy . With its centralized administration and rules regarding ser
vice delivery, one may expect DAPD to make decisions for its local service 
deliverers concerning ADM implementation and federal cutbacks . 

While TCA shares a certain reliance on feder al support with DAPD, its 
histor y and recent legislative developments indicate an increased role for 
the State. TCA was established in 1953 by the state legislature , yet it 
did not gain prominence until the injection of federal funds in the 1970s . 
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By 1980, federal funding totalled $3 , 278 , 065 (in a formula g r ant) and state 
revenues were $1,189,929, showing greater dependence on federal aid. How
ever, during the last state legislative session TCA was given $4 million in 
new state funds for treatment programs , illustrating renewed s t ate 
interest . 

The administration of TCA differs greatly from DAPD. The majority of 
its projects are opera t ed by independent nonpr ofit groups, though TCA a l so 
funds projects in local MHMR Centers . TCA, as opposed to DAPD, uses COGs 
(councils of governments) and local governments to develop policy and 
manage programs; theirs is a "bottom- up" management style. I t may be ex
pected that this cooperative arrangement will facilitate ADM implementation 
and the absorption of federal cutbacks (especially considering the 
increased s t ate funds) . 

Compared to TCA and DAPD, TDMHMR is an extremely large and complex 
organizat ion, with complicated financing and a primary responsibility fo r 
delivering services that DAPD and TCA lack . TDMHMR was created by the 
Fifty- ninth Legislature ' s passage of the Texas Mental Heal t h and Mental 
Retardation Ac t , which combined mental health functions pr eviously found in 
different state agencies . The major function of TDMHMR is to oper ate state 
hospitals and schools for the mentally incapacitated and developmental l y 
disabled. The cost of caring for institutional clients is very hi gh , and 
TDMHMR ' s budget reflects this . Most of the funding is from state r evenues; 
the federal role is limited mos t ly to entitlement programs (such as 
Medicar e and Medicaid, Title XIX of the Social Security Act) with some 
ca t egorical grants . 

The funds blocked into ADM which effect TDMHMR previously went 
directly to local MHMR Centers , with little oversight from TDMHMR. Local 
MHMR Centers were established with federal seed money and a r e more auto
nomous than state dr ug abuse or alcoholism programs . This funding arrange
ment creates tension between TDMHMR and the centers--TDMHMR is mandated by 
state legislation to fund some center activities , although it has no real 
authority over those activities. 

Given the autonomy of local service deliverers in the menta l health 
field (a factor not found in the other areas discussed earlier) , most of 
the decisions concerning ADM and budget cuts are dealt with at the local 
level. While alcohol and drug abuse programs are limi t ed in scope and 
funding sources , they have less flexibility at both the sta t e and local 
levels . TDMHMR, with its emphasis on institutions , has little say in com
parison with TCA and DAPD . Given that these agencies vary so much in 
organizational st r ucture and scope , their interrelationships will be pre
carious , at least at the start of ADM administration. 

Administration of the ADM Grant in Texas 

Before the Omnibus Budget Reconcilia t ion Act of 1981 was passed, the 
agencies and programs affected by the ADM block grant had a complex array 
of interrelationships; any al t e r ations would require creativity and 
cooperation. The ADM block grant appears to be exacerbating the complexity 
in Texas programs rather than simplifying administration of federal funds: 
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special requirements in the block grant legislation contribute to the 
problems of implementation, as does the fact that three independent Texas 
agencies share responsibility for dispersing ADM funds . 

Because the governor is accountable to the federal government for how 
ADM money is spent, Governor Clements has taken the initiative in try i ng to 
simplify--from the State's view--the administration of the grant. ln one 
such initiative, the governor suggested to the U. S. Department of Health 
and Human Services (HHS) that ADM funds be divided at HHS and distributed 
separately to the responsible state agencies (through TDCA, TCA, DAPD, and 
TDMHMR) . This proposal failed; despite the rhetoric of the new federalism , 
centralized administration on the federal level prohibited the Texas ex
ception. The governor also supported the legislature ' s proposed amendment 
to the Texas Constitution to create a State Finance Management Committee. 
The amendment was proposed to ease the management of state funds in the 
interim periods between sessions of the legislature , and its supporters 
claimed that the block grants made the Committee even more imperative for 
oversight and administration of blocked fund s . The amendment failed , prob
ably because it was seen by voters as increasing the power of the governor, 
lieutenant governor, and speaker of the house. Governor Clements was 
responsible for setting up the ensuing interim arrangement among DAPD, TCA, 
and TDMHMR to ensure the receipt of the FY 1982 block grant funds . A 
tri- agency agreement was drawn up and an oversight committee was appointed 
by the governor to assure adherence to the terms of the agreement . TDMHMR 
was designated by the governor to receive the entire ADM award and to dis
tribute it among the three agencies according to federal requirements and 
the tri- agency agreement. Governor Clements has stated that during the 
next legislative session, the Governor's Office and the legislature will 
propose a more permanent arrangement for ADM administration , although no 
concrete proposal has surfaced to date.54 

Officials interviewed at the three aeencies and at the Governor's 
Office of Budget and Planning professed cooperation among the actors 
involved in the ADM grant. Several reasons for this may be postulated. 
The most compelling is that each agency is guaranteed a specific amount of 
the grant according to federal regulations; therefore no argument over 
propor t i ons can arise . Each agency has sole responsibility for administer
ing its share of ADM money , and the governor has given no indications that 
he would transfer any discretionary money from one program to another. In 
adrlition, the agencies had already worked with the Governor ' s Office to 
draft a "proposed use of funds" to be submit ted to HHS in September 1981 . 
Given these conditions and the history of relationshi ps among state 
agencies, these agencies had no reason to compete for funds or indulge in 
"turf ism. " 

The next area considered was federal restrictions on the use of ADM 
funds . Of the total nationwide ADM allotment , drug and alcohol abuse pro
grams would receive 35 percent each, with the remaining 30 percent for 
mental health programs . Within the drug and alcohol abuse programs, at 
least 20 percent of the allotment must go to prevention and intervention 
programs . Texas is required to continue funding the MHMR Centers that 
would have received :staff ing grants in FY 1981 , and to do so at a "reason
able level emphasizing outpatient care." 55 The interagency agreement in 
Texas calls for a spli t of 60. 07 percent for alcohol and drug abuse 
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programs and 39.93 percent for mental health, based on funding proportions 
for alcohol and drug abuse in FY 1980 and for FY 1981 proportions for 
mental health programs. Congress decided on this split because alcohol and 
drug abuse programs had been drastically cut in FY 1981, while others had 
not , and Congress wanted to use an equitable base year for these programs . 

The proportion of alcohol and drug abuse funds which had to be spent 
on prevention programs (20 percent) affected TCA and DAPD differently . For 
DAPD, there had been a decrease in prevention programs , especially in the 
information/education modality, in FY 1981 . Therefore, the agency's 1982 
requests for proposals (RFPs) will emphasize combination prevention/ 
treatment programs to meet the federally imposed priorities . On the other 
hand , TCA had already placed a high priority on prevention ; the 20 percent 
requirement did not alter initiatives, it merely shifted funding sources 
for contracts. For instance , some federal funds were substituted fo r state 
funds because there is a requirement for certain block grant funds to be 
spent on prevention pro jects . Actually , this situation creates a paradox 
for the agency . One of the prohibitions against states is that block grant 
funds cannot be used to supplant state or local spending. TCA maintained 
its prevention priorities and freed up state money for other purposes 
rather than adding the federal money to the state funding for prevention 
programs. Here is another instance of state priorities being squeezed into 
federal priorities under the "new" federalism. 

Another requirement in the ADM block grant, continued funding of MHMR 
services that were funded by staffing grants in FY 1981 , has a positive 
effect on the six most recently established centers in Texas . Originally, 
mental health services grants were issued in eight- year diminishing cycles; 
after eight years , local funds were to supplant federal funds. The most 
recently funded centers in Texas will have their coverage extended, perhaps 
indefinitely , under the block grant. 

In addition to the specifics of ADM, Title XVII requirements covering 
ADM influence implementation. For example , a "proposed use of funds" 
statement for each grant is necessary before a state can assume the grant 
(see Appendix) . Governor Clements submitted the ADM document in late 
September; it was here that he aske<l for separate distribution to the three 
agencies. Another requirement, that state legislatures hold public hear
ings on "proposed use " for FY 1982, causes no major problems for the 
agencies administering ADM. However, as each agency has a planning process 
which already includes public participation, this requirement could result 
in a duplication of effort. Naturally , in the "proposed use" report all 
parties involved agreed to every precondition for the assumption of the ADM 
block , including assurances of audits and evaluations. The flexibi l ity of 
monitoring requirements was cited by officials in all three agencies as an 
advantage of block grants. 

Other administrative changes were suggested by officials at the 
agencies . Instead of decreasing monitoring (as with TDMHMR and DAPD) , TCA 
intends to site visit each of the former direct project grants now under 
its jurisdiction within the next few months. These new programs will be 
administered like programs funded out of former alcohol abuse formula 
grants (a six-year cycle , with incrertsing local responsibility). The 
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agencies plan little change from earlier federal regulations . DAPD will no 
longer participate in the Texas Merit Sys tem Counci l , as previously re
quired because of its cost; instead it will use the TDCA Personnel Office . 
Agencies also noted the simpler administration in the reporting require
ments . 

Funding/Budget 

Texas' responses to block grants and a decrease in federal funds are 
made in an environment of a still- growing state pie. An energy- rich and 
productive state like Texas has more options than some states with federal 
funds, if it chooses to use them. Admittedly , a growing population 
increases the need for social services , such as those provided by ADM 
money . However, these demands can be me t more r eadiJy in a stable or 
slightly expanding state economy . 

The state level response to the ADM block grant and budget reductions 
varies according to the scope of programs funded through an agency and the 
relative autonomy of the service deliverers. Because the state historical
ly has been active in alcohol and drug a buse programs , more attempts to 
alleviate the negative effects of budget cuts may be expected from TDCA and 
DAPD than from TDMHMR. Interviews have borne out this assumption. 

Faced with lowered funding levels , an agency can maintain services by 
raising money through alternative sources and/or by reducing costs of 
services ; alternatively , it can reduce service levels . TDCA and DAPD re
sponded to funding cuts by increasing efficiency in administration and by 
reducing funding levels for ser vice . In addition, several unique circum
stances have eased the transition period for these agencies . 

Because federal block grant legislation came after these agencies had 
been allotted s t a t e funds, the option of making up for lost federal dol
lars by increasing state financial participation was virtually ruled out 
until the next legislative session. However, TCA ' s state funding for 
treatment programs was increased $4 million during the last session when 
the active participation of agency administrators in the legislative pro
cess influenced the passage of five alcohol- related bills . The agency is 
taking some cost- saving measures in f ederally funded projects . Previous 
categorical projects that now are funded through ADM funds each were cut 25 
percent for FY 1983 . Site visits are planned to determine t he approximate 
funding level for the future, and these projects wilJ. be absorbed into the 
TCA system of six- year funding cycles (with local funding phased in over 
the cycle) . A similar stategy is being pl anned by TDMHMR. The chairman of 
TDMHMR's task force on block grants has suggested that each center's funds 
be reduced by the proportion that the federal grant is decreased.56 

DAPD responded differently in deciding where to apply the cuts . When 
federal funds were reduced in FY 1981 , the division decided to fund pro
grams by priority , rather than cutting all services. Inf ormation and 
education programs were considered to duplicate programs offered by the 
Texas Education Agency and other programs in the state. Many of these pro
grams were eliminated , and costs were the reby reduced without harming 
higher- priority services. DAPD has decreased its monitoring activities , 

69 



thereby reducing staff costs , but will continue to provide technical 
assistance for local entities in order to improve efficiency in s e rvice 
delivery. Fortuitous funding cycles for categorical grants have allowed 
DAPD to use FY 1981 funds during FY 1982; ADM funding allotments will not 
be used until new contracts are granted in July and September of 1982. 
Because of the fortunes of the budget cycles , the director of DAPD antici
pates that DAPD will continue near or at its FY 1981 service levels thr ough 
FY 1983. 

TDMHMR, with its complicated funding and variety of programs, as well 
as its emphasis on insti t utional care , is less affected as an agency by a 
reduction in federal funding for MHMR Centers than its counterparts TCA and 
DAPD . Budget cuts for federal programs (Elementary and Secondary Education 
Act-- Title I, School Lunch, Developmental Disability Special Projects , 
etc . ) are likely to have more serious consequences for the agency . How
ever , while the director of resource development stated that cuts could 
easily be absorbed by reducing manpower required for federal paperwork and 
through attr ition, a TDMHMR publication prophesized a reduction or elimina
tion of inpatient services "because of a 26 percent reduct i on in federal 
grant money. "57 The acting deputy commissioner for community services 
predicts a decrease of $2 . 5 million in federal funds. 

Local Level 

The service deliverers bear most of the hardship resulting from budget 
reductions made at any level of funding. However, the options available 
for local level administrators are basically the same as those for state 
level administrators: find alternative sources of revenue or implement 
cost- saving measures. 

Local DAPD programs have limited options because administration is 
centralized and rules are strict regarding service delivery and level of 
funding. The deliverer must meet certain client needs and must use 85 per
cent of the slots available every month in order to get their funds . A 
local deliverer stated that it is difficult to meet criteria every month; 
for example , clients may not come in over the holidays , bringing the 
December ratio down . For drug- related programs involving maintenance 
treatment (e . g . , methadone) , some negative sentiment may exist in the com
munity, making the possibilities for local assistance with the progr am 
questionable. In anticipation of funding cuts, the Austin- Travis County 
MHMR Center has begun charging clients for methadone to help recover 
program costs . 

A new alcohol abuse residential treatment program has begun both cost
saving and alternative funding initiatives. Some saving measures were less 
staff training , less travel by staff , lower salary raises than preferred by 
the director , fewer journal subscriptions , and the use of work- study 
clerical help. In order to increase operating revenues , t he program is 
applying for another grant for providing outpatient services and is chang
ing their staffing structure in order for their clients to be able to 
receive insurance reimbursement for services. The local board for the 
facility and its director are committed to eventual self- sufficiency. They 
see federal funds as seed money and hope to develop fully revenues from 
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fees , insurance reimbursement , and community and corporate support . With a 
special interest in corporate support , the facility is launching a 
fund- raising campaign; this initiative comes earlier than originally 
planned due to the impending federal cutbacks . The facility is actively 
seeking corporate sponsors and is planning to become a United Way ARency. 

Two local alcohol abuse programs professed a positive relationship 
with TCA. One service provider praised the agency ' s willingness to keep 
communication channels open, even when information was scarce. Planning 
and budgeting was facilitated when TCA informed the agency of how the 
categorical grants were going to be absorbed into the TCA system. The 
spokesperson for the other program welcomes TCA " technical assistance" and 
monitoring. Perhaps one reason for these positive experiences is the TCA 
organization. The Regional Alcohol Authorities (RAAs), which develop pro
jects for their areas, apparently are accountable and responsive to resi
dents in the region. There appears to be an importa~t difference between 
DAPD and TCA in their attitudes about local autonomy: DAPD is a traditional 
"top-down" bureaucracy , imposing regulations on service deliverers, while 
TCA uses councils of governments and other local officials to assess needs 
and design programs. 

MHMR Centers are a clearinghouse and provide for many other local pro
grams . The budget process involves juggling earmarked funds with uncertain 
funds . A decrease in funding for one area can have a ~ultiplier effect in 
such an organization and on the affiliated local agencies. For example, 
the Austin- Travis County MHMR Center (ATCMHMR) receives federal , state , 
city , and county funds , each of which has a different budget cycle . When 
their federal funds granted through TCA were cut 25 percent, four case
workers were laid off . However , after a concerted media effort from a 
coalition of social service agencies , county commissioners rejected pro
posed construction of new roads in favor of increased funding for social 
services . ATCMHMR reinstated the alcohol caseworkers with this local 
funding . 

With a broad base of financial support , MHMR Centers may tap resources 
more easily than a single- purpose , single- funding source organization. 
ATCMHMR has increased its efforts to collect fees (fees are based on a 
sliding scale) and is "really going afte r Medicaid and Medicare." The 
potential for local government support , however , is tempered by the fact 
that many agencies will compete for scarce local dollars . Going to the 
State for more money would be difficult for two reasons : MHMR Centers are 
included in the TDMHMR budget and tend to be overshadowed by institutional 
care. Furthermore, since each MHMR Center has a high level of autonomy , a 
united front would be necessary in order to influence the legislature to 
grant increases to the centers . 

The ATCMHMR Center hopes to maintain at least the present service 
level, although those who provide the services will have increased case
loads and therefore increased levels of ''burnout ." The juggling of funds 
will continue, and programs are closely examined through a zero- based 
budgeting technique. 
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Conclusions 

The analysis of the ADM block grant highlights some of the unique 
circumstances Texas encounters under the Reagan Administration's "new 
federalism." The first situation has to do with the fact that alcohol 
programs, drug abuse programs , and mental health programs in Texas are 
handled by different agencies . The three separate and autonomous agencies, 
each with distinct his tories, have been forced into an interagency 
relationship e r ected only to fulfill federal requirements. The three 
agencies will continue to operate separately, while the oversight committee 
will attempt (for now) only to see that the proper percentage of funds goes 
to each agency . While initial adjustment to the new arrangement has come 
easily for these agencies , the calm of this transition year may not endure . 
Special circumstances have diluted the intital effects of federal budget 
cuts and changes in funding mechanisms . DAPD and TCA had absorbed funding 
cuts in FY 1981 under the Carter Administration, so the FY 1982 cuts were 
not severe in comparison. For DAPO, fortui tous funding cycles for 
categorical grants have meant that the agency has not yet felt the FY 1982 
funding cuts . For TCA, lowered funding from the federal government is 
off set by increased funding from the State . For TDMHMR, federal cuts for 
staffing grants in MHMR Centers are not significant from the point of view 
of the entire agency . 

Tile agencies can afford to be cooperative at this point; however, 
several factors could change the attitudes. After the agencies experience 
a full funding cycle with lower levels of federal funding , will they , and 
DAPD, in particular, find it more difficult to sustain program levels? 
When TCA brings previous categorical programs under its umbrella, will the 
agency need additional federal or state funds to finance them along with 
its other programs? Will MHMR Centers increase pressure on TDMHMR and the 
state legislature for financial support when they encounter a myriad of 
cuts in various programs? As these demands escalate, anrl as the federal 
funding for social programs continues to decline, the cooperation among 
these agencies may begin to break down. They may become more aggressive in 
competing for state or private sector support; they also may begin to com
pete for large portions of the ADM block grant . 

How will changes affect the service deliverers? The agencies differ 
in their relationships with service deliverers. MHMR Centers are virtually 
autonomous entities which in the past have had few r eal ties , other than 
structural ones, to TDMHMR. The new funding mechanism alters their politi
cal relationships considerably--they now will have to contend more directly 
with the State; this will mean that in the long run they will be competing 
for funding with institutional care facilities for the mental ly ill or 
handicapped. A further consideration for MHMR Centers is that they receive 
other grants funded by federal dollars from a variety of agencies. Many of 
the budget cuts across the gamut of social programs will affect these 
multipurpose agencies; effects of budget cuts will not ·be limited to staff
ing grants and TCA and DAPD contracts . 

TCA operates as an umbrella funding source and technical advisor to 
its grantees, which are relatively autonomous contractors; these service 
deliverers are largely responsible to the local authorities and are 

72 



expected to consider TCA money as seed money to be replaced by local funds . 
Those categorical contractors who formerly dealt only with the National 
Institute on Alcohol and Alcohol Abuse ( NIAAA) will have to adjust to being 
under the TCA umbrella; the other contractors will not encounter adminis
trative changes but may be subjected to fiscal and regulatory changes as 
TCA continues to mesh regional, state, and federal priorities . DAPD has a 
more centralized operation; service deliverers will directly experience the 
eventual belt-tightening and the shifts in regulations once the current 
funding cycle is over. All of the programs will encounter cuts in federal 
dollar s; each agency will respond differently. 

It is interesting to note that in interviews at the state and local 
levels , the fact arose that there was a greater need for services to meet 
clients ' needs. Yet for all the belt- tightening which could encourage 
coordination of efforts (and the block grant flexibility which supposed
ly could allow greater coordination) , no administrator offered a global 
view of how these needs could be met more effectively . 

The mental health field , with ties to education , vocational rehabili
tation , substance abuse , and other social services, could suffer tremen
dously under the cross- effects of budget cuts. For example , a Department 
of Human Resources (DHR) decision to eliminate Title IV- B funding for 
protective services to children forced ATCMHMR to eliminate services of 
that nature. Other DHR decisions (in light of their decr eased socia l 
services funding) may adversely effect clients . More stringent eligibil ity 
standards for AFDC , for example , could cost some clients their Medicare 
benefits--the benefits that had reimbursed MHMR services. The implications 
for administration and service delivery in Texas , when taking the different 
block grants into account , increase exponentially . 

Social Services Block Grant : Title XX 

As part of the Omnibus Budget Reconciliation Act of 1981, Congress 
created the Social Services Block Grant . This grant combined a number of 
Title XX programs , originally included in the 1965 amendments to the Social 
Security Act , into one funding package. It must be kept in mind that the 
new block grant by no means includes all assistance programs in the social 
services area. In addition to Title XX , there are many categorical pro
grams that remain funded and administered separately (largely through other 
titles to the Social Security Act amendments) . The stated purpose for 
creating the block grant was to allow the states greater administrative 
flexibility by combining programs into one package, thereby reducing 
administrative and regulatory costs to the states; as the states assumed 
the grant in FY 1982 under federal requirements , they would gain experience 
in administering it, and the federal requirements would gradually be eased 
and/or phased out over the next several years . The trade- off was reduced 
federal funding to the states for the block gran t programs . 

Congress appropriated $2.479 billion for Title XX programs in FY 1981. 
Through the Reconciliation Act , a FY 1982 funding level of $2 . 40 billion 
was approved; but , by the time the third continuing resolution was passed 
in December 1981 , this amount had been cut to $2 . 304 billion for the new 
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block grant . Tii.e reconciliation measure estimated FY 1983 outlays to be 
$2 . 450 billion, although that is an arbitrary figure that could easily be 
revised during consideration of the FY 1983 budget in 1982. Even though 
these amounts exceed those requested by President Reagan, they establish 
significant long- term funding cuts when inflation is factored in . Without 
considering inflation, Texas received $178 million for Title XX programs in 
FY 1981 but only $145 million in FY 1982 . 58 

A brief explanation of the author s ' methodology is in order here . Be
cause of the large number of possible Title XX programs , we selected four 
for our research; we felt this was a manageable number, yet broad enough to 
provide a good cross-section of services. Under the block grant there are 
three basic program service areas: Family Self- Support Services, Protec
tive Services for Children, and Community Care to the Elderly and Disabled. 
Our four selected programs fall under each of those areas; we will examine 
Family Planning and Child Day Care programs under Family Self-Support 
Services; Protective Services for Abused and Neglected Children under 
Protective Services for Children; and Family Care Services under Community 
Care to the Elderly and Disabled . We chose these programs because they 
represent a wide range of clients and types of service. Both youth and the 
aged are represented , both individuals and families are served, and the 
programs span the spectrum from emergency services to longer-term preven
tive care, including daily assistance to nonmobile elderly persons and 
child care for working parents. 

In seeking the answers to our questions, we chose an institutionally 
oriented research approach : we sought published information and personal 
interviews with personnel from the Texas Department of Human Resources , 
both state and Region Six offices (DHR is the sole state agency empowered 
to administer federal block grant funds for the Social Services Block 
Grant) ; the City of Austin Human Services Department and the Travis County 
Human Services Department; and several local private and/or nonprofit 
agencies that contract with government agencies to deliver services for the 
programs we specified. We hope the reader will keep in mind that although 
we have confined ourselves to consideration of Title XX programs , our 
findings and our unresolved questions apply also to the broader issues of 
how to best fund, administer, and deliver social services in Texas within a 
changing framework of intergovernmental and service provider relationships. 

DHR--State, Region Six 

Tii.e creation of the Social Services Block Grant (Title XX) resulted in 
a 17 percent average reduction in funds for Title XX programs . The funding 
cuts , along with other elements of the block grant , have affected signifi
ficantly the operations at state and regional offices of DHR. 

A major change that was incorporated into the Social Services Block 
Grant was the relaxation and/or elimination of numerous federal guidelines 
and restrictions regarding Title XX programs. State and regional DHR 
officials maintain that , because of the lack of time to consider this 
policy change, the majority of the regulations remain in effect . Officials 
do point to an increase in administrative flexibility due to the change, 
however. A major consequence of the funding cuts was the staff reductions 
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at both the state and local levels. These reductions affected both admin
istrative and program staff. More details will be presented in a subse
quent section. 

Another area affected by budget cuts was budgeting and planning 
activities, both at DHR and at the headquarters of service providers. 
Administrators who were interviewed argued that the 1981 federal budgeting 
process has created considerable uncertainty and frustration and has re
sulted in prolonged budgeting sessions and numerous contingency plans . 
State DHR officials pointed out , however , that deali~g with budget cuts is 
not a new phenomenon for social service agencies. Budget cuts have oc
curred annually since 1979 in Title XX programs (particularly Family Self
Support) and have produced staffing and contract cutbacks since then , they 
said. 

One of President Reagan ' s principal aims in proposing the block grants 
was to return control of various programs to the states. The role of DHR 
regarding Title XX programs , consequently , has expanded significantly . A 
question of concern to many interested parties is the direction these pro
grams will take under increased DHR control. In other words , if Austin as 
the state capitol becomes a miniature Washington- -will policy decisions and 
program dir ection and purpose begin to reflect a Texas bias? State offi
cials maintained that the original goals of Title XX will not be abandoned. 
The views of other concerned individuals on this question will appear later 
in this report. 

Day Care 

Day car e programs in Texas suffered a 15. 4 percent Title XX funding 
reduction for FY 1982 , from $37.8 million to $31 . 2 million. In Region Six, 
the reduction was roughly $700,000 . All large agencies (above $35,000 in 
Title XX funds) received a 15.S percent reduction. Those agencies below 
$35,000 absorbed various reductions. 

State DHR officials said two other occurrences further complicated the 
day care picture in Texas . These occurences were the introduction of com
petitive procurement (bidding) for contracts and the elimination of the 
Federal Interagency Day Care Requirements (FIDCRs). The idea of a bidding 
procedure was initiated by a former DHR commissioner. Under this system , 
OHR officials in each region issue requests for contract proposals , both 
from day car e agencies currently under contract and those agencies express
ing interest in a contract. After screening , evaluating , and scoring the 
proposals , officials negotiate with the agencies that received the top 
scores and formulate agreements . 

The elimination of FIDCRs (quality standards) was the result of 
several years of debate over the increased costs associated with com
pliance. Since their removal, each DHR region establishes its own day care 
standards . Region Six officials maintain that guidelines for agencies 
under their jurisdiction approximate the federal guidelines . (This situa
tion can be looked upon as an example of state and local preferences pre
vailing over federal priorities.) According to officials, these changes 
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helped keep costs down for day care agencies, which produced a slight rate 
reduction in the number of clients statewide. The changes in rates varied 
between regions. 

Another factor that helped cushion the blow of federal budget cuts was 
the increase in state funds appropriated for day care programs. This 
increase was one of only several in the social services area. Officials 
reported that other federal day care regulations have remained in effect, 
including the provision for matching (whereby the service agency provides a 
predetermined percentage of needed funds). The matching figure for day 
care agencies in Region Six falls between 10 and 20 percent . 

As mentioned earlier, two administrative areas that have been affected 
by the funding cuts are budgeting and planning activities and staffing 
levels . DHR officials said that while budgeting and planning activities at 
DHR have suffered , such efforts by service providers were becoming 
"chaotic." The uncertainty apparently has had a very demoralizing effect 
on agency administrators--numerous budgets have been prepared as situations 
have changed. 

Regional DHR staffing levels also have suffered--this fact could have 
important implications for monitoring activities, which are a crucial 
aspect of day care program administration. DHR employees monitor day care 
agencies to ensure adherences to guidelines; a cutback in this area could 
adversely affect the quality of day care programs. 

According to DHR reports, more than 300 children in Region Six have 
been dropped from day care programs. Because agenciPs recognized early 
that cuts were forthcoming, many operations were able to absorb the 
reductions in funding levels through client attrition (as opposed to re
moving children from centers). This practice did not apply to staff 
levels, however . Many contractor staff were terminated when the cuts were 
implemented. Further, efforts have been made to increase the number of WIN 
(Work Incentive) children in Title XX centers, thereby easing the effect of 
funding cuts on centers dependent on DHR for large portions of their fund
ing. The reports also claimed that while some agencies have increased 
slightly their child- staff ratios to serve a greater number of children, 
the same general quality of service has been maintained. 

DHR officials said that few alternatives exist for children who have 
been dropped from day care programs . Among the proposals DHR is con
sidering to alleviate this problem is a vendor voucher system. Under such 
a system, DHR would give vouchers to qualified parents who would then pre
sent them to day care agencies in return for services . DHR would then 
reimburse this agency. Officials hope that the voucher system, a non-Title 
XX program, would increase the number of agencies available for DHR
sponsored day care clients. 

Many persons associated with day care services have expressed concern 
over the possibility, in light of the elimination of federal quality 
guidelines, of agencies returning to minimum state standards for day care. 
Several service providers who were interviewed claimed that state minimum 
standards amount to nothing more than custodial care for children. While 
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these statements may be exaggerations , clear disparities exist. For 
example, state minimum standards allow for substantially higher child/ 
supervisor ratios and less stringent staff qualifications than do federal 
guidelines . DHR officials said that while most agencies now exceed state 
standards , the pressure will mount to fall back to minimum standards as 
funding levels decrease. The possibility of profit day care agencies 
entering the market (because of less federal red tape) also exists . DHR 
officials do not anticipate state minimum standards for day care being 
raised. 

Family Planning 

Title XX funds for family planning in Texas were cut 15 percent for FY 
1982 , from $18 . 2 million to $14 . 7 million. In Re gion Six, the decrease was 
from $1.78 million to $1 . 45 million, which produced a reduction in clients 
from 2 1, 440 to 15 , 970. 

Family planning diffe r s from day care in more ways than one might ex
pect . First, Title XX family planning programs receive a similar amount of 
federal funding from Title X. (Title X provides a grant system to family 
planning agencies that serve low- income individuals . ) This system has led 
DHR officials to suggest that family planning programs have not suffered to 
the extent that other social service programs have. Second , fewer family 
planning agencies exist , resulting in less competition for Title XX con
tracts . Also , the number of clients served by family planning agencies is 
much higher than those using day care services. Finally, fund-matchi ng 
formulas for family planning differ from those of day care. In Region Six, 
the family planning matching figures run from 5 to 10 percent . 

As in the case with other Title XX programs , family planning officials 
at OHR have experienced difficult budgeting and planning sessions since 
last fall . Their situation is similar to that of day care officials , 
though , in that the service pr oviders suffer greater anxiety than agency 
officials when attempting agency budgeting and planning. 

While Title XX regula t ion changes also have affected family pl anning 
services , this area is unique in t hat additional federal regulations exist 
under Title X. Even if DHR chose not to retain Title XX regula t ions , the 
Title X guidelines and rest r ictions would prevent any significant relaxa
tion of federal rules . 

As with day care , few (if any) alternatives exist for those persons 
who have been dropped from family planning services . 

Family Care 

Title XX funds for family care services in Texas were reduced by nine 
percent for FY 1982 , compar ed to a 17 percent average cut for Title XX pro
grams . This disparity reflects the high-priority label placed on the Com
munity Care for Aged and Disabled Adults programs and Protective Services 
for Abused and Neglected Children programs by the State . (Family planning 
and day care are considered interme~iary priorities . ) The Texas family care 
Title XX budget for FY 1982 is $38 million . 
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The funding reductions have affected family care services in several 
ways. First, DHR instituted an across-the-board reduction of hours spent 
with clients of 21.74 percent (one to three client-hours a week) . Second, 
OHR ordered that those -clients who had continued to receive family care 
services although their eligibility had expired (grandfathered) would be 
dropped; the result would be that only the most needy would receive 
services . (More than 600 persons have been dropped from family care 
services in Region Six. ) As with other Title XX programs, officials could 
name no alternative sources of help for those persons dropped from family 
care programs . 

Finally, OHR officials said that efforts are underway to obtain Title 
XIX funds (Medicaid) to pay for family care services . (According to offi
cials , this practice has been successful only one-third of the time.) 

Other f unding options being considered include: 

1. closer examination of client eligibility statements ; 

2. copayment of service--for those elderly persons who can afford to 
pay a portion of the service cost; and 

3. revision of the present policy of paying relatives to provide 
services . 

According to DHR officials, family care agencies in urban areas are 
not suffering as much as community action agencies in rural areas . In 
addition to providing family care services , these rural agencies also are 
involved with job training, family planning, day care , and other social 
services. Because they receive fede ral pass-through funds for a number of 
services, these agencies have absorbed a disproportionate amount of funding 
loss. 

Family care plans for the future include attempts to make families 
more responsible for the elderly , thus reducing the burden on nursing 
homes. 

Protective Services 

Title XX funds for Protective Services for Abused and Neglected 
Children programs in Texas were reduced by $5 million fo r FY 1982. The 
funding level for Protect ive Services for Abused and Neglected Children (a 
specific program) for Texas in FY 1982 is $690, 000 , of which $250,000 is a 
local match. 

DHR officials reported that the cuts have resulted in the elimination 
of several protective services programs. Protective services programs are 
classified by three priorities: (1) children in life- threatening situa
tions ; (2) children in safety-endangering situations; and (3) risk of abuse 
or truants/runaways. Programs under the third priority were eliminated in 
October . According to DHR officials, no alternatives exist for those whose 
services were eliminated. 
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The funding cuts also affected DHR staffing levels . While no major 
reorganization occurred , 200 program positions have gone unfilled. (DHR 
provides 90 percent of protective services directly . The department also 
determines the eligibility of clients and performs most of the referr als to 
service providers.) Protective services officials at OHR said service pro
viders i n this area are not crucially dependent on Title XX funds; they 
maintained that other sources provided large r funding amounts . The offi
cials added that they anticipate no changes in their relationships with 
service providers under the block grant. 

Conclusions 

The interviews with OHR state and regional administrators have produced 
some general observations . 

Fir st, most officials refused to speculate on whether or not the Stat e 
will increase funding in these social service areas to help make up the 
loss in federal funds . Those who did r espond expressed reservation or 
doubt about the possibility of increased sta t e aid . While political 
reasons may have been behind the nonresponses , one might speculate that 
these administrators did not want to express their doubts about state 
assistance and thereby create a panic among service providers who might be 
counting on such aid . 

Second, in almost all areas considered in this report , the federal 
budget cuts have produced an increased emphasis on priorities . For ex
ample , the deeper cuts in family planning and day care reflect the higher 
priority given to Protective Services for Abused and Neglected Children and 
Community Care for Aged and Disabled Adults . Likewise , most programs con
tain priorities regarding clients (set either by income or need). The day 
care interviews show , however , that agency priorities can differ from those 
of the department . In times of economic hardship, the agency must consider 
its survival when setting priorities . The result is often a disjointed , 
ineffective policy . 

Third, virtually all administrators admitted the lack of viable alter
natives for those individuals who have been dropped from programs. As a 
result, OHR personnel are developing alternative approaches to service pro
vision (e.g. , voucher systems , private sector involvemen t , and integrative 
services--a concept focusing on cooperation between levels of government in 
providing various services) that have varying amounts of potential. These 
efforts , while noble , may also be looked on (again) as a realization by DHR 
officials that the State will not make serious effort s to compensate for 
the loss of federal funding . 

Finally , all OHR officials affirmed their belief in the ability of the 
department to effectively coordinate and adminis ter the Social Services 
Block Grant as federal involvement diminishes . This attitude was held by 
all persons interviewed, despite t he apparent belief that the state 
legislature would not increase funding fo r these programs. The 
administrators spoke of "getting tough" on accountability and ''being 
stricte r " on service eligibility. One must wonder--in light of reduced 
federal funds, the unlike lihood of sta t e funding , and limited local 
resources-- just how "tough" and how "strict" will DHR have to be to manage 
these programs? Further, how much suffering by needy citi zens will result? 
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Local Human Services Departments : Austin and Travis County 

As of this writing , both the City of Austin and Travis County have 
increased their funding for human services programs. This increased fund
ing (to compensate for state and/or federal cutbacks) , together with the 
initiation of intergovernmental planning for future service alternatives to 
unserved clients and assumption of liaison roles between the state and 
local service providers , has been the main response of local governments to 
Title XX changes . Less emphasis has been placed on expanding their roles 
in program planning, program evaluation, or administrative or supervisory 
contact with local service providers , all of which are more directly con
cerned with DHR ' s relationships to those service provider s . The City and 
County have shown little inclination to involve themselves more in pressing 
for changes in the ways local service providers deliver Title XX ser vices. 
Service providers no doubt welcome the increased funding and the concern 
with providing alternatives for clients' needs; however, it is not clear 
whether both efforts represent long- term local government commitments to 
help ease the pain of state/federal cutbacks or whether they are short- term 
measures only. It can be predicted with near certainty, however, that 
local service pr oviders wil l continue to ask the City of Austin, Travis 
County , and private sources for increased funding should there be further 
state/federal cutbacks in FY 1983 and beyond. 

In order to illustrate funding changes by local governments and the 
United Way to local service providers, we include the statistics below 
(sources : Human Services Department, City of Austin; and local Social 
Policy Advisory Committee , Subcommittee on Community Resource Development) . 
First, consider the cuts to local service providers . Federal funds for 
Title XX program contracts to local service providers in Austin/Travis 
County were reduced from $6 , 084,153 in FY 1981 to $5,668 ,997 in FY 1982 , a 
7 percent reduction (not all Title XX services are provided by local 
service providers under contract; many services are provided directly by 
DHR) . This cut affected all four of our selected programs, although the 
impact was felt unevenly across the spectrum of local service providers . 

Next , consider the state/federal funding cutbacks of the local service 
providers we are concerned with (during FY 1982--that is , funding losses 
from FY 1981 to FY 1982) . These figures reflect all contract programs of 
the service providers listed , not just Title XX programs; although no 
specific Title XX infor mation was available, one can assume that a signifi
cant part of these cutbacks are Title XX contract cutbacks . 

Service Provider 

Austin Community Nursery 
(Child Day Care) 

Austin Child Guidance Center 
(Protective Services for Abused 
and Neglected Children) 

Continued on next page. 

Amount of Loss 

$37 , 077 

28 , 000 

80 

Percentage 
of Loss 

16 . 4 

22 . 5 



Service Pr ovider 

Planned Parenthood 
(Family Planning) 

Peopl e 's Community Clinic 
(Family Planning) 

Services for the Elderly 
(Family Care Services) 

Amount of Loss 

69 , 000 

20,000 

15 , 667 

Percentage 
of Loss 

17.5 

2 3. 0 

9.8 

Adequate information for Child and Fami ly Services (Protective Services for 
Abused and Neglected Children) is not availabl e. Overall , out of a survey 
of seventy local service providers in Austin/Travis County , fo rty-two ex
perienced losses in state/feder al f unding from FY 1981 to FY 1982 ; e leven 
reported no change ; eleven reported increases ; and funding for seventeen 
was still in doubt as of la t e November 1981 . 

Finally, the overall picture of funding f r om FY 1981 to FY 1982 
changes when one looks from l ocal governments and thP. United Way to our 
selected local service providers. Again, this view represents funding for 
all contracts; however , a significant portion of these are Title XX pro
grams with which we are concerned. 

Service Provider City of Austin Travis County Uni ted Way 
FY ' 81 FY I 82 FY ' 81 FY ' 82 FY ' 81 only 

Austin Community $37 , 500 $43 , 125 $ 0 $ 8,017 $ 46 , 000 
Nur sery 

Austin Child 76. 32 7 83 , 960 37,117 38 , 973 63,351 
Guidance Center 

Child and Family 0 2,830 15 , 312 16 , 078 200 , 650 
Services 

Planned Parenthood 0 14 , 832 0 5 ,237 36 , 000 

People 's Community 36 . 572 59,139 34 , 640 36 , 372 0 
Clinic 

Se rvices for the 57 , 683 51 , 092 8 ,672 9, 106 0 
Elder ly 

It is clear from these figures that service providers have been 
slightly cushioned f rom federal/state cutbacks by increased city/county 
outlays . However , there a r e some interesting points to note f rom these 
figures. The City of Austin has , with one exception (Services for the 
Elderly, which was cut by $6 , 000) , significantly increased its expenditures 
to the service providers , while Travis County ' s funding increases to the 
four programs it funded in both FY 1981 and FY 1982 were very small-
increases that would have at most barely kept up with inflat ion. Thus , it 
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appears that the City of Austin is much more responsive to appeals from 
local service providers than is Travis County, at least up to this time . 
Although no figures for FY 1982 United Way contributions were available, it 
is clear that in the four programs United Way funded in FY 1981 , United Way 
represents a much larger funding source than the City and County combined 
(with the exception of the Austin Child Guidance Center) . Unquestionably, 
local service providers will continue to seek increases from such private 
sector/nonprofit sources as United Way , which have a much larger cumulative 
impact than the City and County . 

Finally , of the five service providers with informat ion on both 
state/federal cutbacks and corresponding figures on city/county funding 
changes, only People's Community Clinic came out ahead of FY 1981 in FY 
1982 funding (largely because of a large increase in funding by the City, 
which by itself more than offset the $20,000 state/federal reduction); the 
other four providers did not r eceive enough increased funding from the City 
and County to make up for the state/federal loss. Services for the Elderly 
was particularly hard hit by substantial federal/state and city cutbacks, 
with only a slight increase in funding from Travis County . So although 
increased city/county funding appears to be a partial answer to most 
service providers' dilemmas of coping with state/federal cutbacks, they 
also must seek both increased private/nonprofit sec tor funding and more 
cost-efficient , creative ways to deliver needed services . Funding changes 
for the individual Title XX programs we are considering will be dealt with 
later in this paper. It is likely that in FY 1983 the City and County will 
be faced with the decision of whether to continue fund ing increases or to 
begin funding allocations for contracts on a more selective basis--with the 
intent of fostering a more competitive, cost-effective climate among local 
service providers in fulfi lling those contracts . 

Besides funding , another area of significant city/county involvement 
is in experimentation with new alternatives to help needy clients (either 
those cut off from previous programs or those who have never been served 
yet) receive satisfactory services. The major effor t in this area is the 
new Family Self- Help Program. The program is the result of a March 1980 
directive by DHR to its regional offices to issue a call for proposals from 
local agencies to provide family services and referrals in a locally co
ordinated network of local service providers working and planning together. 
DHR Region Six (including Austin/Travis County) submitted three proposals 
to state DHR offices , including one by the Travis County Human Services 
Department (HSD). The county HSD plan was accepted by state OHR and funded 
from April until September 1981 . In September , the County was notified 
that OHR would fund the program for FY 1982 as well. The funding comes 
from federal Title XX funds allocated to DHR. Program officials intend to 
seek continued funding from DHR in FY 1983 , as well as to seek additional 
funds from private sector sources in Austin/Travis County . 

The goals of the program are straightforward: to provide a compre
hensive effort from as many major local governmental and nongovernmental 
actors as possible to meet service needs of low-income families and indi
viduals, and to encourage these people to become independent of or less 
dependent on these services in the long run. The impetus for the program 
came from the high number of Travis County residents who were unable to 
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receive prompt attention when asking fo r specific services, and the high 
number who continued to ask Travis County for help over a number of years. 
It became obvious that only by approaching the individual's or family's 
total needs through a coordinated approach and a wide variety of service 
participants could these problems be solved . Therefore, in order to meet 
the program' s goals , the following aspects were included in designing the 
program : 

1. Placing four Information and Referral Workers in member agencies/ 
service providers to establish a uniform information and referral system . 
This aspect was designed to eliminate duplication of effort in meeting 
specific service needs of clients and was facilitated by establishing 
regular written summaries of resources provided by participating agencies/ 
service provider s . Although these workers make referrals to appropriate 
service providers , there is no money to enable these workers to assure that 
clients have followed through on the referral(s); all responsibility is 
with the client to negotiate with the recommended service providers once 
the referral is made. 

2 . Placing four Comprehensive Service Workers in community social 
service agencies to work with clients with a history of dependence on com
munity services, in an attempt to help them find ways to become independent 
or less dependent . Usually this is accomplished either through better re
ferrals and caseworker follow- up of those referrals, or through working 
with the clients to help them learn better ways to manage their financial 
resources . 

3. Instituting a Child Care Voucher System to help low- income 
families seeking work with child care needs . This is subcontracted out to 
Austin Families, Inc . 

The services provided through this network range from employment re
ferrals and training to child care, counseling , and budgeting skills train
ing. The program appears to be quite successful so far, and it represents 
a positive step in devising new strategies for meeting service needs with 
limi ted financial resources. The network of service providers began with 
eleven Austin/Travis County agencies and since has expanded to include 
roughly forty agencies . Referral services serve 200 people per month , 
Long- term Case Management (the Comprehensive Service Workers) currently 
works with a total of 117 clients, and 33 children from 21 families have 
been placed in day care centers while the parents seek employment . Com
prehensive Service Workers also work with Travis County Emergency Financial 
Assistance Services to help meet the needs of those persons with histories 
of long- term financial dependencies. 

The major threa t to the program comes from rigid legal requirements or 
proposed rigid eligibility requirements . The focus of the program is to 
reach out to those persons who receive no other help, as well as to those 
individuals who are already receiving some kind of assistance from a local 
service provider but still have unmet needs . DHR already requires program 
c lients to be income-eligible under DHR standards . DHR now indicates that, 
in funding Family Self- Help for FY 1983, it may seek to limit services only 
to current DHR program recipients. Family Self- Help officials indicate 
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that they will seek a waiver from the State regarding that r estriction. It 
would be self- defeating for Texas to insist that only those receiving pro
gram assistance may be served by Family Self- Help , since it would complete
ly cut off those persons who most need its services: per sons who have new 
needs , and persons who once were served elsewhere but were dropped by 
program cuts . How Texas handles the twin issues of funding and program 
eligibility in FY 1983 and beyond will largely determine whether Family 
Self- Help continues to grow and improve as a viable alternative for needy 
clients , or whether it is terminated before its long- term contributions can 
be assessed. 

Services Provided 

Three years ago Title XX funds made up 75 percent of Austin Community 
Nursery ' s budget . The figure for FY 1982 is 50 percent (down from 65 per
cent last year) . The nursery's budget for this year is $210 , 000, compared 
to $250,000 last year . 

According to Ron Hubbard , the budget cuts have affected the nursery's 
oper ation in a number of ways. A major change has been a shift in client 
makeup from entirely Title XX children to a mix of Title XX children and 
" tuition" children. Hubbard said the nursery began accepting children from 
families with incomes above the Title XX eligibility cut- off (47 percent of 
the state median income) but below 75 percent of the state median income. 
All clients pay fees based on monthly income . 

The move to accept higher- income clients as Title XX children drop out 
of the pr ogram (attrition replacement) is an effort to increase revenue, 
reduce the drain on the nursery ' s Title XX allotment, and cut paperwork. 
Hubbard said the nursery is moving toward a 60/40 ratio (Title XX/tuition) . 

This move apparently places the nursery's priorities at odds with 
those of DHR. While DHR officials stress serving those families that re
ceive income support (AFDC , SSI, WIN) , the nursery ' s top priori ty is low
income working families (above the 47 percent level) . Income- support 
families pay no fees for day care services. 

The budget cuts have affected the nursery's staff in several ways. 
First, a part-t ime social worker position and a housekeeping position were 
eliminated. Second , the nursery relies less heavily now on substitutes and 
more on volunteers . Third, an annual 5- 7 percent salary increase for staff 
workers has been delayed. Finally , a retirement program for employees was 
eliminated. Another result of the funding cuts was a reduction in 
operating hours . According to Hubbard , this change imposes a hardship on 
families who must hire persons to look after their chilnren and take them 
to the nursery in the morning after they have left for work. Also, the 
director added that the nursery is ''getting tougher" on fee collection from 
clients. The old policy of waiving fees if possible is no longer in 
effect. 

The cuts so far have not affected classroom activities, Hubbard said. 
Consequently , the impact on the children has been minimal. Because of a 
reduction in the number of social workers , families have felt the effect of 
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reduced funding . The social workers provide counseling and referral 
services to the families . 

As in the case with other Title XX agencies , Austin Community Nursery 
has experienced difficult budget ing and planning periods since the 1981 
budge t cuts took effec t. The pain was eased , however , by increases in 
funding from other sources . Both the City of Austin and the United Way 
increased their support by 15 percent this year . Together , these sources 
provide 15 percent of the nursery ' s budget . In addition, Travis County 
contributed $1 , 300; the County previously did not support the nursery . 
Hubbard said the increased funding helped significantly but added that more 
increases are needed to "pick up the slack . " The nursery is requesting 25 
percent funding increasess from these sources for next yea r . 

As mentioned earlier , the elimination of federal day care guidelines 
unde r the Social Services Block Grant has many persons concerned about the 
possible drift toward state minimum standards for day care . Hubbard said 
that while the agency still adheres to rigid regulations , the pressure will 
mount to cut back standards as money becomes more difficult to obtain. In 
the future it will be more difficult to jus tify adherence to voluntary 
standards when seeking funds from local sources , he said . 

Hubbard concluded that the nursery is anticipating anothe r funding re
duction sometime this spring. The next area to be affected by cuts will be 
the classroom, he said. The most likely move would be elimination of the 
class for 1-2-year-olds . While this class has the largest demand , Hubbard 
said eliminating a class from the middle- age groups would not be feasible. 
Besides other Title XX day care centers , the director said he knew of no 
alternatives for children who would be dropped from the program. 

The day care interview highlights several facts about day care 
services . Because of increased state funding (despite higher priorities 
elsewhere) and good local support, day care agencies may not be facing the 
bleak funding picture other services can expect . However , this advantage 
may be offset by the possibility of pressure to comply only with minimum 
state day care standards as federal guidelines a r e li fted . A drift in this 
direction would mean a drop in the quality of services . The possible re
duction of DHR monitoring might exaggerate this problem. Despite the 
relatively bright funding picture, then , day care agencies (and their 
clients) still may suffer. 

Family Planning 

Planned Parenthood and People's Community Clinic both suffered Title 
XX funding reductions for FY 1982. Larry Brownstein of Planned Parenthood 
reported almost a 20 percent reduction, f rom $294 , 000 to $150 , 000. 
(Planned Parenthood had a total 1981 budget of $593,000. ) Barbara Hale 
said People's Community Clinic absorbed a 12 percent reduction in Title XX 
funds. 

Many Title XX family planning clinics also r eceive Title X federal 
funds . According to Brownstein, Planned Parenthood suffered a 25 percent 
reduction ($200 , 000 to $145 , 000) in Title X funds . Evidently , the presence 
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of additional funding sources does not guarantee more funds and less hard
ship. (No figures were given for People 's Community Clinic.) 

The two agencies differ somewhat as far as effects of the cuts are 
concerned. Hale said her clinic would operate normally--no staff cuts or 
service reductions. She anticipates depleting the Title XX funds sometime 
during the year, after which she hopes DHR will allocate more money to the 
agency . The regional OHR office has operated in this manner in the past , 
she said . 

In contrast , the cuts have affected operations at Planned Parenthood . 
Brownstein reported that two full-time staff positions (one counselor, one 
support) were eliminated , and that more emphasis was being placed on 
volunteer services . Also , operations have been "streamlined "--less time is 
spent on educational efforts, Brownstein said. As one might expect, both 
agencies have raised client fees and strengthened collection policies to 
help alleviate the cuts . 

The budgeting and planning efforts at both agencies have, of course, 
been adversely affected. Both Hale and Brownstein said their agencies have 
increased their local fund- raising activities since the cuts took effect. 
According to Brownstein, the City ($1 , 500) and County ($5 ,200) both con
tributed to Planned Parenthood this year for the first time . He added that 
a reduction of state funds for FY 1982 has added to their budgeting 
difficulties . 

The question of reduced quality of service from relaxed Title XX 
regulations apparently does not apply to family planning services. Accord
ing to Brownstein , because the Title XX funds are accompanied by Title X 
funds, family planning agencies operate under more than enough federal 
regulations . 

The prospect of additional funding cuts has family planning agencies 
concerned about additional ways to reduce costs--Planned Parenthood is no 
exception. A cut of 10 percent in Title X funds is expected for FY 1983, 
Brownstein said. Should Title XX and state funding cuts accompany this re
duction , significant changes will have to be made, he added. Possibilities 
include reduced hours, additional s taff reductions, further fee increases, 
and fees for Title XX clients (who currently pay no fees) . A major con
sequence of funding reductions has been (and will continue to be) the 
inability to expand services to meet growing demands for family planning 
services . For those whose needs will not be met , Brownstein concluded, no 
alternatives exist. 

The family planning interviews point up several problems facing these 
agencies . Because family planning agencies often receive federal funds 
from two sources , budget cutting trends hit these operations harder. Also , 
two classes of federal restrictions may prevent increased administrative 
flexibility when one class of regulations is relaxed. Finally, the "good 
will" shown by the State toward day care has not been repeated for family 
planning. Although local funding sources have emerged , agency administra
tors fear that the negative image many persons have about family planning 
operations (consider the current Administration) may hinder fund- raising 
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efforts . The problems these agencies face, then, seem to deal with 
survival. 

Protective Services for Abused and Neglected Children 

So far , the Austin Child Guidance Center has received a constant 
amount of Title XX money-- an $111,000 contract with DHR-- for the last six 
years (30 percent of the $111 , 000 is a local match provided by City, Coun
ty, and United Way). The major cuts to the agency have been in non- Title 
XX federal entitlement funds. However, the center is facing the possi
bility that a Title XX cut may be passed on to them in FY 1983. A non
Title XX grant for emergency assistance to children and families will be 
phased out by FY 1983, placing added pressure on the agency to find alter
nate means of providing emergency services; considering only constant or 
reduced FY 1983 Title XX funds , those persons who are cut off may have 
nowhere to go. 

Child and Family Services lost a $60 , 000 Title XX contract dealing 
with teenage pregnancy services after FY 1981, but it still has a Title IV 
contract from DHR , for $50 , 000 , for emergency family therapy . The contract 
expires in August, and the outlook for renewal is not good . Emergency 
family therapy involves total family counseling for all family members in a 
situation where abuse has taken place in the home; because the program 
serves not only Travis County but also six surrounding rural central Texas 
counties , this service, if lost, would probably not be available elsewhere 
(particularly in the smaller rural counties) . 

Because the approaches of the two agencies differ , so do their out
looks regarding service level changes . The Austin Child Guidance Center 
focuses on the abused child; although it does offer family counseling, most 
of the emphasis is on child services. Child and Family Services, on the 
other hand, prefers to work with the entire family as a unit, if possible , 
and works only with children when circumstances do not allow the "total 
family approach. " The agencies are close together and consult with each 
other in some phases of program operations and planning ; for instance, they 
collaborated in the location of additional office space. However, they 
carefully maintain their clientele priority distinctions in order not to 
compete for the same funding from public and private sources . 

Both agencies report that funding cuts so far have been met mostly by 
a combination of reduced services to lower-priority clients and reductions 
in program staff and operations. Future cuts will be handled in a similar 
manner, although both agencies are exploring different ways of handling 
anticipated cuts . Child and Family Services is experimenting with the con
cept of hiring outside specialists to work with clients ; for example, Child 
and Family Services would hire psychiatrists or counselors to work with 
families in counseling therapy . The psychiatrist/counselor would be paid 
for his/her services by Child and Family Services , which would recoup some 
of the cost from the client family via a sliding fee scale based on income 
level . This practice parallels instituting a direct subsidy from Child and 
Family Services to the client, but it is superior to forcing the client to 
meet all costs; also, it does not force Child and Family Services into 
meeting all costs . Of course , it does place an extra financial burden on 
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the agency if the agency attempts to meet a significant number of extra 
emergency client needs over a long period of time (the program is designed 
to meet the needs of otherwise unserved emergency clients) . 

Austin Child Guidance Center is trying a s i milar approach, and has 
recently (January 1982) merged with the Austin Evaluation Center. This 
merger not only increases the availability of resources but supposedly of
fers area residents the first opportunity to acquire an array of services 
for children of all ages--whereby a child may have all special needs met 
within the agency without requiring referral to other agencies as he/she 
matures . How the Austin Child Guidance Center can maintain these services 
without significant infusions of private funds or other support to com
pensate for federal/state cuts is uncertain . 

Officials at both agencies say that clients already have been t urned 
away this year; in the case of the Austin Child Guidance Center , 240 
children may be turned away during FY 1983 , out of a total clientele of 
about 600 children (if anticipated cuts materialize). Generally, few 
alternatives exist for them. Both agencies will seek to preserve services 
for emergency cases, while less acute cases will be cut off or be r equir ed 
to wait for an extended time before treatment . Because less acute abuse 
cases usually require longer, more expensive treatment time than emergency 
cases, children with long- term needs will be forced off of treatment . Only 
those children whose families receive some AFDC or Medicaid benefits have 
real hope of treatment under cost provisions of those services . Standards 
for programs would not appreciably change in either the short-term or the 
long- term outlook, nor would accountability requirements--particularly 
since eligibility for services is determined by DHR, not by the service 
providers. 

Thus far funding cutbacks have not been a serious hindrance, although 
there have been modest reductions and changes in service priorities. How
ever , without increased alternative funding from local governments and 
private sources, future federal/state cutbacks almost certainly will result 
in substantial reductions in the number of clients served, types of ser
vices pr ovided , and program quality . Nonemergency cases would hear the 
brunt of these reductions . Although creative alternatives for service pro
vision are necessary, they alone cannot reverse the declines stemming from 
state/federal cutbacks; increased alternate funding also is necessar y . 

Family Care Services 

Services for the Elderly received a Title XX contract from DHR for FY 
1982 in the amount of $144 , 000 for home care (family care) services. This 
figure represents a loss of roughly $15,000 over the previous fiscal year. 
Services for the Elderly was the only area agency with such a contract 
until very recently , when a branch office of Home Health/Home Car e of 
Beaumont (located in Jaspar , Texas) received one as well ; however, because 
of its recent contract, no information on the latter organization is 
available as of this writing. 

Services for the Elderly appears to be in a bind; local government and 
private sources have not been making up much , if any , of the state/federal 
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cutbacks; indeed, the City of Austin reduced funding to the agency for FY 
1982 . The agency will continue to appeal to these groups for more money , 
but does not anticipate much response from them. Also , DHR has awarded 
Title XX contracts to the agency for the last eight years without requiring 
a competitive bidding process (as is usually the case); this provision ex
pires at the end of FY 1982, however, and Services for the Elderly faces 
increased competition for such contracts . 

The agency provides noninstitutional (i.e . , home-based) care for 
elderly clients by sending trained "homemakers" to assist in cooking , 
cleaning, paying bills , negotiating credit services for clients, and so 
forth. DHR determines program eligibility; until 1981, the agency was 
allowed to do so via telephone referrals . An average of three hundred 
clients a month are served. Some cooperative arrangements with other 
service providers do exist, such as nutrition services from Meals on 
Wheels, but no expansion of these (due to funding changes) is contemplated . 

The response of the agency seems to be a "wait and see" attitude ; few 
creative alternatives are being explored , and uncertainties over alternate 
funding sources cloud the outlook even further . Clients who are cut off 
have little else to turn to; nursing homes take in only those individuals 
already rece i ving SSI, and private care is available only to persons able 
to pay all or most of the associated costs . It is possible that continued 
reductions in funding for home care could increase the number of elderly 
persons forced into institutional care . Because this agency is not an 
emergency service provider, no clear priorities for service eligibility 
seem to be emerging; the likely response to future cuts may be to make 
across- the- board reductions and turn away a corresponding number of 
clients . DHR has possible alternative policy actions that would ease the 
burden on service providers: it could end payments to families caring for 
elderly family members in their own homes , on the assumption that such 
families probably can afford to care for their elderly without such pay
ments; DHR also could allow the elderly who can afford it to pay part of 
the costs--these persons could pay DHR direct ly rather than pay the 
"homemakers" (in order to avoid the implication of impropriety)-- thus 
saving funds for those who cannot afford even partial payment for services. 
DHR and the service providers must work together to find solutions to the 
deterioration in quantity and quality of services provided to the elderly; 
they are not doing so now, and therefore the outlook for family care 
services is not bright . 

Up to this point, the Social Services Block Grant has represented 
primarily a budget reduction technique. As funding reductions continue, 
and as federal regulations are dropped or reduced, the block grant will 
represent a significant shift in social policy . This shift will be 
especially evident in Texas, where the prospects for state funding to 
compensate for lost federal funds seem dim. As budgets are reduced 
further, the effectiveness of these programs overall will decline steadily. 
While local governments and private contributors may provide some relief, 
these funds probably will not enable most local service providers to 
maintain present levels of service quality; expansion of services is 
definitely precluded (given further cuts) . 
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The probable consequence is a policy of abandonment: abandoning 
service s and abandoning needy citizens . This prospect leads to the ques
tion of alter natives for needy citizens . As has been demonstrated , alter
natives for per sons dropped from Title XX programs are limited. Conse
quently, these persons will turn increasingly to short- run "emergency" 
programs to provide temporary relief . Eecause local service providers of 
both emergency and nonemergency ser vices will attempt to preserve the 
emer gency services as the highest priority in funding and delivery , in
creasing cuts mean abandoning needy citizens with long- term or less acute 
needs. This abandonment may have profound effects on society as a whole , 
particularly if alternat ives to meet such needs are not found . 

EMERGENCY ASSISTANCE AT THE LOCAL LEVEL 

Several programs in Travis County operate to provide food , clothing, 
rent , and utility assis tance on a limited basis to el igible clientele. The 
urgency of the types of services that these programs supply earns them 
recognition as emergency assistance pr oviders . 

Some programs exist that provide supplemental rather than direct 
services to clients. For example , the Food Bank (which has its offices in 
the Travis County Human Services building) stocks area food pantries , but 
does not give food directly to clients. For the past few years , the 
federal government has sponsored an emergency energy assistance program for 
several weeks during the year. El i gible clients r eceive help with ut ility 
bills only once , and the amount of assistance varies with each program. 
This program cannot be counted on to oper ate every year; however, while in 
operation it offers a supplemental service to local programs that provide 
this type of assistance continually . This portion of t he report is con
cerned with those emer gency assis tance ptoviders that offe r services 
directly to the client population. 

The existence of locally provided emergency assistance progr ams is of 
incr easing importance . President Reagan has promised that his economic 
package will not have ill effect s on the "truly needy ." He maintains that 
a "social safety net" will protect this section of the population. The 
block grants proposed by the President are supposed to ensure that the 
basic needs of the "truly needy , " as determined by the State , a r e met . 

Who are the '' truly needy"? The answer to this question is purely sub
jective, and Pr esident Reagan ' s definition is no less arbitrary than 
others . Whether or not the needs of t he "truly needy" are met depends on 
the definition that is used. The federal "safety net" may be meaningless 
to the local governments that face requests for immediate assis t ance from 
the large portion of the American population existing somewhere between 
"truly needy" and "ba r ely scraping by." Many of the people in the latter 
category were, unt il recently , relying on Food Stamps or some other social 
program to help them survive from month to month . Cuts in social programs 
have forced many of these people off the Food Stamp and AFDC rolls because 
suddenly their low income is considered too high to warrant public 
assistance. 
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Unemployment is also a major problem facing Americans today. Many 
firms are being forced to lay off large portions of their work force with 
no indicat ion of when or if they will be rehired. Unemployment Compensa
tion is available, but is by no means a quick or easy so l ution to the 
problem. How does a person support himself and/or a family until the 
unemployment benefits arrive or when other benefits run out? This 
situation holds true for people pending any type of benefit. 

There a r e people who are no longer eligible for benefits , those who 
are eligible but must wait to receive them, and those who are e l igible for 
public assistance but do not know it exists. The people who are no longer 
eligible for public assistance may seek emergency assistance services . The 
people who are eligibile for benefits , but have not yet received them, may 
seek emergency assistance services for the interim period . Those who do 
not know what types of public assistance exist may never know . Outreach is 
virtually nonexistent in this environment of social program cutbacks . 

In Travis County , a person seeking emergency assistance will contact 
one or all of the following organizations : Travis County Department of 
Human Ser vices , Emergency Financial Assistance ; Caritas of Austin; the 
Salvation Army ; and the University Avenue Church of Christ , Christian 
Service Center. While they also of fer referral assistance, these four 
operations offer financial assistance in the areas of food , rent, clothing , 
and utilities . 

Travis County Emergency Financial Assis t ance 

Travis County is mandated to "provide for the support of paupers and 
s uch idiots and lunatics as cannot be admitted into the lunatic asylum, 
residents of their county, who are unable to support themselves. By the 
term resident as used herein, is meant a person who has been a bona fide 
inhabitant of the county not less than six months and of the State not less 
than one year" (Tex. Rev . Civ. Stat. Ann. arts. 2329-460, and 2351 , §11 
[1971]) . The Travis County Welfare Department (now Travis County Depart
ment of Human Services) was established in 1936 to carry out this mandate . 

Administra t ion 

Travis County's Emergency Financial Assistance (EFA) program is 
staffed by six caseworkers, one caseworker/supervisor, and the program 
coordinator. It is the responsibility of these individuals to handle the 
needs of the more than 10 , 000 individuals who will seek assistance from the 
agency this year. 

One of the caseworker positions is funded by Community Food and Nutri
tion Program (CFNP) funds . This program has been placed in the Community 
Services Block Grant and faces almost certain extinction when the contract 
for the caseworker runs out September 30 , 1982 . Other funding possibili
ties for this position are being sought. If none is found , the County 
Commissioners ' Court will be asked to fund the position in FY 1983. 
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Services 

The primary areas of assistance provided by EFA are food , rent, and 
utilities. The amounts of assistance that can be given in each of these 
categories are listed below . 

No . of Persons 
in Household 

1- 2 
3-4 
5- 6 
7- 8 
9 or more 

No. of Persons 
in Household 

1 
2 
3 
4 
5 
6 
7 
8 
9 or more 

Rent Assistance 

Max. Amount of Eligibility 
per Month 

Food Assistance 

$ 55 
65 
75 
85 

100 

Max. Amount of Eligibility 
per Week 

s 11 
21 
29 
45 
54 
60 
67 
76 
85 

The maximum utility payment per month is $60, regardless of the size 
of the household. Utili t y payments are made on water, gas, electr icity , 
propane, and butane. Rent and utility payments are made directly to the 
l andlord or utility company . Food assistance is given in voucher form. 
The vouchers are redeemable in almost every s tore in Travis County ; they 
can be used toward the pur chase of food items only. 

A client cannot receive rent assistance mor e than once within a 
thirty- day period. Food assistance cannot be given more than once within a 
seven- day period. If a person is pending Food Stamps (and should receive 
them in two days) , then a grocery order for only part of the maximum 
(figured on a seven- day period) would be issued. 

EFA is also a referral agency. Referrals are made to all types of 
social service agencies . Close interaction is maintained with Caritas, the 
Salvation Army , and the Christian Science Center. Close ties are also kept 
with the Food Stamp and AFDC progr ams . The majority of referrals to EFA 
come from the above agencies as well . 
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Client Population 

Of the 10 , 000 clients who apply annually to EFA , only 30 percent are 
receiving AFDC or other benefits. Some of the remaining 70 percent are not 
eligible for benefits or are pending receipt of some type of benefit . 
Economy-related staff cutbacks (e . g., lay- offs by Glastron Boat Co. ) are 
causing an increase in the number of people requesting assistance on the 
basis of unemployment . 

A large number of transients (people moving from one city to another 
in search of employment or a new place to live) are seen at the agency . 
The client population is almost equally composed of Blacks , Mexican
Americans , and Anglos . Assistance is given on an individual case basis . 
Able- bodied single persons usually are not eligible for assistance . 
Assistance based on unemployment is generally given only once , if at all . 
Loss of income due to illness or death of a family wage earner is generally 
considered cause for assis tance. 

Budget 

EFA is funded entirely by county taxes . One casework position is 
funded by CFNP funds. Although it is too early to speculate on a budge t 
for FY 1983, the program coordinator predicts that more money will be 
requested for the county for rent assistance in FY 1983 . 

Caritas of Austin 

Caritas of Austin was established in 1962 by Father McCabe , a Catholic 
priest who came to the area from Milwaukee, Wisconsin. This organization-
which is not affiliated with the international Caritas organization-
started as a referral service for the Catholic St . Vincent de Paul Society . 

Administration 

Car itas staff includes three caseworkers , three senior aides, an 
office manager , and a clerk who works one <lay per week. Three or four 
volunteers usually are available to help stock the food pantry . Overhead 
costs are approximately 25 percent of the agency's total budget . Clint 
Butler has served as the agency ' s director since 1975 . 

Services 

Caritas , like EFA , provides a variety of services . The primary ser
vice areas are rent , utilities , and food . Transportation is the fourth 
largest assistance area. Caritas purchases bus passes from the Austin 
Transit Authority and gives them to clients who have no other means of 
getting to work or to health facilities. 

Butler states that hunger produces many of the agency ' s clients , who 
are given a sandwich or something else to eat from the agency ' s food 
pantry . Meal passes , which can be used at specific area cafes , 
occasionally are given to people requesting food assistance. 
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Caritas is a major link between area churches and people requesting 
assistance. In a serious case, three or four area churches might donate 
funds to a needy indi vidual who ls referred by Caritas . 

Client Population 

The racial and ethnic mix of Caritas clients is roughly even. A high 
percentage of Caritas clients are repeaters. Butler speculates that this 
fact is due to the low AFDC incomes that are provided by the State. 

Butler states that t ransients make up a large proportion of the people 
requesting assistance. This client population has increased by 10 percent 
since 1981. Eligibility is based on need and available resources . Low in
come is generally seen as a criterion for eligibility . Caritas seldom re
fuses a request for food. Caritas assisted approximately 10 , 800 families 
and individuals in 1981. According to estimates , Caritas will help 12,000 
clients this year. 

Caritas is largely a referral agency . Financial assistance is gener
ally limited to somewhere between ten and thirty dollars , depending on 
need. The agency refers clients needing more assistance to Travis County 
Human Services . Some referrals also are made to the Salvation Army, the 
Christian Science Center, and churches, if the client is in dire straits . 

Budget 

The agency was orginally funded by Father McCabe's diocese in 
Milwaukee. Butler thinks the original budget was about $400 per month. 
Last year the agency spent its $122,100 budget in the following manner: 

Food 
Clothing, Appliances , and Furniture 
Shelter 
Utilities 
Medical and Health 
Transportation 
Employment Related 
Miscellaneous 
Overhead 

Total 

Funding for 1982 is projected as follows: 

City of Austin 
Travis County 
United Way (figure not available) 
Interdenominational Churches 

and Individuals 
Total 

$ 27 , 639 
5,873 

34 , 812 
30 , 437 

8 , 923 
15 , 003 

250 
166 

30,775 
$153,878 

$ 57 , 057 
18 , 552 

90,000 
$165 , 609 

Mr . Butler feels that it is too early to speculate on a FY 1983 budget. 
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Salvation Army 

The Salvation Army was founded in 1865 in the lower east end of London 
by a Methodist minister named William Booth. He felt that a large number 
of people outside his congregation needed services. 

The Salvation Army has been in the United States since 1880. Austin's 
Red Shield Welfare Center has been in its current location since 1962. The 
Welfare Center operated next door to the present center from about 1920 to 
1962. The Salvation Army is "motivated by a love for God and a practical 
concern for the needs of humanity through a diversified program for all 
ages , regardless of race or creed ," according to their statement of 
purpose. 

Administration 

The welfare office employs one social worker, one counselor , one 
secretary, and a receptionist. The social worker and counselor are 
Salvationists. They are required to give to the Salvation Army and to the 
United Way out of their weekly paychecks. No volunteers work at the 
Welfare Center. 

Major and Mrs. Robert Bagley are the commanding officers of this 
military-religious organization. As in the military, commanding officers 
are transferred from post to post. The Bagleys have been in Austin for 
about two years. 

Services 

The Salvation Army operates a Disaster Canteen which provides food and 
beverages at disaster sites. They operate programs that provide new shoes 
to school children, a welfare program that offers a variety of social 
services , a rehabilitation program for alcoholic men, and numerous re
ligious programs. Lodging for transients and clothing also are provided. 
Food, clothing , utilities, furniture, and rent are the most common areas of 
assistance. 

The Salvation Army is the only agency in Austin that offers emergency 
lodging that is not designated for a specific group (e.g., the Center for 
Battered Women offers emergency lodging, but only for abused women). The 
Salvation Army was responsible for giving away government surplus cheese 
recently. They passed out 6,000 pounds of cheese to 1,1 61 families . 

This agency receives a large number of referrals for rent and utility 
assistance, usually filling in where the County and Caritas are unable to 
meet the need. Eligibility is based on need, which generally means low
income persons, but some exceptions are made . In 1981 the Salvation Army 
provided 55,591 meals and lodging for 20,723 individuals. In January of 
this year, 6,700 meals were provided , 40 percent over the average served 
per month in 1981. 
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The Christmas Campaign is another Salvation Army service. The 
campaign provided foods and gifts to about 1,000 families in 1981 . On 
Christmas Day , more than 500 meals were served. 

Client Population 

The client population of this agency is largely transient. Unemploy
ment also seems to be boosting the number of people seeking assistance. 
There was a 30 percent increase in the number of people seeking assistance 
between 1980 and 1981. A Salvation Army counselor anticipates as much as a 
SO percent increase from 1982 to 1983. 

An agency social worker said minorities make up the majority of the 
clients. There also are many repeat clients , usually those persons re
questing lodging for the night. 

Budget 

The Salvation Army receives a monthly allocation from United Way. In 
1981 this allocation amounted to $159,000. Ron Kingsbury, social worker, 
would not release the 1982 allocation figure, but he did indicate that 
there was no decrease and said , "We got what we asked for." Private 
donations and in-kind gifts in 1981 were valued at over $263,000. There 
was no speculation on donations and gifts for 1982 . 

Christian Service Center 

The Christian Service Center was established in the University Avenue 
Church of Christ in October 1973 by a church elder. The center was created 
to help "meet physical, spiritual and emergency needs of any person whose 
needs are not met by their families, their church home, community or state 
agencies . " The center now assists people who are eligible for other com
munity or state agency assistance , although this was not the original 
intent. 

Administration 

The only paid employee of the center is an administrative secretary, 
George Carlson, who works the center's morning hours during the week . 
Carlson runs the center four mornings per week. Four male volunteers 
alternate on Friday mornings at the center , and four women volunteers make 
home visits. 

Services 

The center provides various types of assistance. Rent, utilities, 
clothing, and food are the major financial assistance areas. Counseling 
and spiritual encouragement also are provided. 
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Client Population 

The center serves people of all races . The distribution of services 
is fairly even ; however , the number of Mexican- Americans requesting and re
ceiving assistance is probably a few percentage points higher than that for 
other ethnic groups. 

This year , the center has been helping more unemployed individuals. 
"A lot of these people have just gone to work , but go t behind during their 
period of unemployment, " Carlson said. There also has been an increase in 
the number of transients who are requesting assistance . 

Eligibility requirements are need based and have not undergone any 
recent changes . Assistance generally is given when individuals cannot re
ceive the help they need from other sources . Usually, the only people who 
are denied assistance a r e those who request cash. 

There is no record of how many clients were seen last year; however , 
there is a record of how many people received certain types of assistance. 
The breakdown of assistance by areas is as follows: 

No . of Families No . of 

111 
159 
63 
10 
22 
17 

137 

Individuals 

400 
477 
191 

17 
42 
26 

347 

Type of Assistance 

Clothing 
Rent 
Utilities 
Transporation 
Miscellaneous 
Medical 
Food 

The center receives referrals from the neighborhood centers, TDHR, 
Travis County Human Services , and Caritas. They also make referrals to 
these agencies. 

Budget 

The center is funded by donations made by the congregation of the Uni 
versity Avenue Church of Christ. It is difficult to assess the pattern of 
contributions because the plate also is passed for other reasons . Conse
quently, the center 's annual budget is speculative . 

Analysis of Emergency Assistance at the Local Level 

Services 

The kind of services that exist in Travis County to help people who 
fall through the safety net are emergency services only--they do not of fer 
any regular assistance. AFDC, Unemployment Compensation , Worke r's Compen
sation , and Social Security and SSI benefits a r e the only types of regular 
assistance available to those who are not working or cannot work . 
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A variety of services are available, but only in very small quanti
ties . EFA can issue a $45 grocery order to a family of four that is 
waiting for Food Stamps to arrive (within seven days) . If this amount is 
not enough to last seven days, Caritas might be able to assist with canned 
goods from their food pantry . 

If a family of four lives in substandard housing and pays $200 per 
month in rent, the EFA rent payment of $65 might be of some assistance . 
EFA could refer the client to Caritas (which might be able to help with 
$25) and the Christian Service Center (which might be able to help with 
$30) . The remaining $80 could probably be split between the Salvation Army 
and churches that Caritas might contact . It is evident from these figures 
that emergency assistance is, in fact, in short supply . 

A person needing food is in the best position of those seeking assis
tance; also, the City of Austin is very lenient and flexible about letting 
cus tomers make payment arrangements for their electric and water bills . 
However , those needing rent assistance are in trouble. The amount of 
assistance provided by Travis County is only enough to subsidize substan
dard housing. The amount of rent assistance provided by the other organi
zations is less than minimal . Serious consideration needs to be given to 
this area of assistance as rents escalate and more and more people find 
themselves unemployed. 

Administration 

The types of assistance that are provided by Travis County a r e man
dated by the state constitution (as mentioned earlier). The City has no 
legal sanction to operate a welfare program. In 1950, the city attorney 
announced that the City of Austin had no authority to operate a general 
welfare program. The law is such that a county is without power to con
solidate its welfare department with that of the city without legislative 
sanction. In 1951 , the city attorney held that the City not only had no 
authority to operate a general assistance program but would be expending 
funds illegally in doing so. As a result, the City was forced to stop 
operating a general welfare program that had been serving residents of the 
city. 

Today , the City provides money to social service programs but does not 
offer any services that provide direct financial assistance. For example , 
the City budgeted $57,000 for Caritas this year, but the City itself does 
not of fer a program of this type. 

Client Population 

All the agencies interviewed apparently see a roughly equal distri 
bution of Blacks, Mexican- Americans , and Anglos . The number of transient 
clients that are being helped by these agencies is growing. Unemployment 
as a factor in requesting assistance also is increasing. 

If the economy continues to deteriorate , the number of people who are 
unemployed or underemployed will gr ow. These people will Reck public as
sistance as one solution to thei r fi nancial problems . ln addition, a large 
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number of unemployed individuals in other states are moving to Texas to 
look for work. Most of them are surprised to discover that there is no 
guarantee of finding work in Austin, Texas , and that public assistance is 
minimal. 

What about those people who are eligible for benefits? State benefits 
are painfully inadequate . Emergency Financial Assistance Program 
Coordinator Wayne Cook estimates that at least 30 percent of their clients 
are receiving some type of benefit. For example, the federal government 
provides a base level of $?.64. 70 per month to an individual eligible for 
SSI benefits. In this situation the person is either elderly and not 
receiving Social Security , or is blind or disabled , which reduces the pos
sibility of finding work. The State of Texas does not supplement this pay
ment (as many states do) . The City of Austin cannot provide financial 
assistance. Travis County is mandated to provide support for paupers, but 
their assistance is reserved for persons with incomes below public assis
tance levels. SSI income is not considered below public assistance levels, 
so assistance would probably only be granted if the SSI recipient suffered 
some sort of emergency (e . g., illness requiring care that was not covered , 
or theft) . The same kinds of examples could be cited for AFDC, Social 
Security , and Unemployment Compensation beneficiarie~ . 

Budget 

Approximately one million dollars is funneled through these emergency 
assistance programs in the course of one year. Of this amount, an esti
mated 60 percent is city or county funding; the rest comes from charitable 
contributions to churches or from the United Way . 

Travis County budgeted roughly a half-million dollars for emergency 
assistance this year . This figure does not include the Rural Medical 
Assistance Program, which has a budget of more than $600,000 this year. 
County taxpayers experienced a 15 percent increase in taxes in 1982; how
ever, the Emergency Financial Assistance budget was cut 10 percent from the 
"bare- bones" figures that were submitted . No one at EFA was able to specu
late on a 1983 budget. The Travis County Emergency Financial Assistance 
Program is funded entirely with public monies. 

The other sources of emergency assistance are funded with public and 
private ~onies . Budget figures are not available for the Christian Service 
Center; the budget depends on the generosity of the congregation. Of the 
almost half-million dollars with which the Salvation Army functions , only 
$18 ,000 in 1981 came from public sources . The United Way is the single 
most important source of funds for the Salvation Army's Red Shield Welfare 
Center. About 40 percent of the Caritas budge t comes from public sources 
(both City and County). 

Conclusions 

The number of people suffering from emergency situations totals more 
than 10,000 per year in Travis County. These individuals fall through the 
proverbial safety net . Programs exist to help in such situations, but 
these programs are designed to assist on a temporary basis only . The local 
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agencies that provide these services often are able to pr ovide so little 
that churches cannot pick up the entire balance. 

As long as the county is mandated to provide general assistance in 
Texas , most counties will offer some type of help to disadvantaged citi
zens. Tile cities, while prevented from providing direct services , do 
contribute to social progr ams (e . g., Caritas). Church organizations 
attempt to fill in the gaps. Despite these efforts, some individuals who 
fall through the federal safety net go without help at the local level. 

The number of clients being assisted by emergency services is indica
tive of large social problems. Many observers consider emergency assis
tance an early warning system: the increase in the number of transient 
clients and in the ntnnber of unemployed persons seeking assistance signal 
economic problems across the country. People who receive benefits often 
find them painfully inadequate. Emergency assistance agencies can of fe r 
temporary help, but the problems these individuals face today tend to over
whelm the scope of services. 

SUMMARY 

In looking ahead, one can envision a variety of scenarios as Texas 
attempts to adapt to the changing economic and social climate. For ex
ample, how will state leaders resolve the constitutional questions that 
have been raised? Will the welfare ceiling be raised? Will taxation 
limitations and restrictions be relaxed in order to provide more resources 
for local governments? Further , if changes are called for, how will they 
be instituted? Will the voters of Texas make the decisions , or do 
alternative routes exist? 

Tile question of priorities also must be addressed. Given the in
creased role of the State in social services , will a significant shift in 
priorities result? Who will be the winners and losers? What alternatives 
exist for the losers? Also, will the State impose its priorities on local 
governments or will cities and counties establish their own preferences 
based on their particular needs? 

One must also consider organizational responses at the state level as 
changes occur. What changes in the current budgeting cycle will be neces
sary to increase the flexibility of state officials in fiscal matters? What 
changes are needed to reduce the friction between the executive and legis
lative branches in this area? Further , what (if any) statutory changes 
will be necessary to support and complement constitutional changes? 

When considering the future for social services in Texas, the outlook 
fo r local governments and service providers must be evaluated. Tile pros
pects of further funding cuts raise several questions for local agencies. 
How much will services/programs be trit'llllled? What alternative funding 
sources exist? How will changes in state- local relations affect the abil
ity of local agencies to deal with further revenue cuts? Will citizen 
input become a significant factor in shaping programs and services at the 
local level? 
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24. Interview with Henry Hise, Texas Council of Mental Health and 
Mental Retardation Centers, Austin, Texas, March 9, 1982 . 

25. Interview with Debbie Sandoval , Austin- Travis County Mental 
Health and Mental Retardation Center , Austin, Texas, March 11, 1982. 
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APPENDIX 





MATERNAL AND CHILD HEALTH SERVICES 

Description 

Combines seven programs into block grant: Maternal and Child 
Health/Crippled Children ' s Services , SSI Disabled Children's Services, 
Hemophilia (all currently administered by the Texas Department of Health); 
Sudden Infant Death Syndrome, Lead- Based Paint Poisoning Prevention , 
Genetic Diseases, and Adolescent Health Services (currently direct- flow 
grants) . 

State Agency 

Texas Department of Health (required by federal law) 

Funding 

• FY 81 - Texas r eceived abou t $23 million • 
• FY 82 - National $373 million , 
• FY 83 and each year the reafter - National $373 million • 
• Actual funding depends on annual Congressional appropriation • 
• Three state dollars required to match every four federal dollars. 

(Most current programs have a 50- 50 match. ) 
• Funds cannot be transferred to other block grants • 
• "Reasonable" propor t ion of previous funding pattern must be 

followed • 
• Any charges for services must be pursuant to a public fee schedule. 

Requirements 

• Submission of report on intended use of grant • 
• Report must be made available for public comment • 
• Statement of various assurances , including one that a needs assess

ment has been conducted • 
• Block available October 1, 1981 , but money can continue to flow 

through fed r eal agency under old program bas is a t reduced funding 
until October 1, 1982, when State mus t assume block to obtain 
funding. 

Comments 

• Program intent is to carry out purposes of programs making up block. 
State has some flexibility of emphasis . 
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PREVE~TIVE HEALTij 

Description 

Combines eight programs into block grant: Emergency Medical Services, 
Health Incentive Grants , Hypertension Control, Health Education/Risk Re 
duction (all currently administered by Texas Department of Health) ; Rodent 
Control, Fluoridation, Home Health Services (currently direct- flow grants); 
a nd Rape Prevention and Crisis Services (a new national $3 million set
aside distributed on a population formula) . 

State Agency 

Texas Department of Health 

Funding 

FY 81 - Texas received about $5 . 4 million. 
FY 82 - National S95 . 0 mi llio~. 
FY 83 - National $96 . 5 million. 
FY 84 - National $98.5 million. 

• Funding depends on actual Congressional appropriations each year • 
• No State match required, but funds may not supplant state or local 

spending • 
• Up to 7% of funds may be transferred to other health blocks or to 

Alcohol, Drug Abuse, and Mental ijealth block grant . 
• For Hypertension pr ogram, State must spend 75% of FY 81 funding fo r 

FY 82 program , 70% in FY 83 , and 60% in FY 84 • 
• States must fund Emergency Medical Services during FY 82 that 

received FY 81 funding , but no minimum funding level is specified • 
• No more than 10% of block grant can be used for administrative 

costs . 

Requirements 

• Governor must certify that proposed plan for spending funds is 
published and a public hearing is held • 

• Annual application, plan, and statements of assurance are required • 
• Annual state legislative hearings are required after first-year 

application • 
• Block available October 1, 1981 , but money can continue to flow 

through federals under old program basis at reduced funding until 
October 1, 1982, when State oust assume block to obtain funding . 

Col!tI!lents 

• Program intent is to carry out purposes of programs making up block. 
However , within limitations previously cited, State has considerable 
flexibility of emphasis. 
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PRIMARY CARE 

Description 

Beginning in FY 83, this block would provide continuing funds to as
sist Community Health Centers give primary health services to merlically 
underserved populations . In FY 82 the categorical program continues, but 
State can apply for a grant ($2 . 5 million available nationally) to plan to 
assume the block. 

State Agency 

Texas Department of Health 

Funding 

• FY 81 - $12 million allocated to Texas Community Health Centers • 
• FY 82 - About $11 . 1 million to Texas Centers. Texas can apply for 

its portion of $2 . 5 million planning grant (not to exceed $150,000) • 
• FY 83 - About $12 million to Texas Center • 
• FY 84 - About $12 . 95 million to Texas Centers • 
• Actual funding depends on annual Congressional appropriation. 

20% state funds or in-kind service match in FY 83 and 33 1/3% in 
FY 84 if State administers program. No match now required if 
federal administration continues • 

• No federal dollars may be used for state administration. 
• Funds may not be transferred to other blocks • 
• Must continue proportional f unding to existing centers. 

Requirements 

• Governor must apply during FY 82 • 
• Annual application with assurances of compliance. 
• Proposed spending plan made available for public comment • 
• Legislative hearings before second year of block grant • 
• DHHS must approve defunding of any center • 
• Program will continue with federal adminis tration if State does not 

assume block grant. 

Comments 

• State has no real flexibility in program administration • 
• Texas will not apply for block grant at this time. 
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SOCIAL SERVICES (TITLE XX) 

Description 

Combines fo r me r Title XX Social Services , Day Care , and state and 
local training into one program. It ls to provide social services (day 
car e, family planning, protective services for children and adults , alter
nate care , etc . ) to those persons eligible as defined by the State . 

State Agency 

Department of Human Resources 

Funding 

FY 81 - Texas received $177 . 052 million. 
FY 82 - Nationally $2 . 4 billion. 
FY 83 - Nationally $2 . 45 billion. 
FY 84 - Nationally $2 . S billion. 
FY 85 - Nationally $2.6 billion. 
FY 86 - Nationally $2 . 7 billion and each year thereafter • 

• No state match required • 
• Entitlement program , meaning states may claim up to authorized level 

of expenditures • 
• Up to 10% of funds may be transferred to block grants for health or 

low- income energy assistance. 

Requirements 

Governor must certify that proposed plan fo r spending funds is 
published and that a public hearing is held • 

• Annual plan and statement of assurances • 
• Social service funding only available under bloc grant beginning 

October 1, 1981. 

Comments 

• Program basically unchanged , but much greater flexibility • 
• Agency held hearings and reduced programs to account for $27 million 

loss in federal funds over ' 82 legislative appropriated level . 
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LOW- INCOME HOME ENERGY ASSISTANCE 

Description 

Provides funds to states to help low- income people (including AFDC and 
SSI recipients) in paying home heating and cooling bills . State may pro
vide weatherization and energy- related home repairs for low- income house
holds, with up to 15% of funds . State must reserve "reasonable" amount of 
funds for "energy crisis intervention." 

State Agency 

Department of Human Resources currently adminisrers program, although 
Texas Department of Community Affairs has been administering weatherization 
program. 

Funding 

FY 81 - Texas received $39 . 339 million . 
FY 82 - Nationally $1.875 billion. 
FY 83 - Nationally $1 . 875 billion. 
FY 84 - Nationally $1.875 billion • 

• Funding depends on actual Congressional appropriations each year • 
• No state match required • 
• May carry over 25% into second year • 
• No more than 10% of block grant can be used for administration • 
• Up to 10% of funds may be transferred for health, social services , 

or community services block grants . 

Requirements 

• Governor must certify that proposed plan for spending funds is 
published and a public hearing is held • 

• Annual plan and statement of assurances • 
• Energy assistance funding only available under block grant beginning 

October 1, 1981 . 

Comments 

• Program basically unchanged , but slightly rnorP. flexibility . 
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ALCOHOL, DRUG ABUSE , AND MENTAL HEALTH 

Description 

Combines f i ve programs into block grant: Mental Health Services, Drug 
Abuse Project Grants, Drug Abuse State Formula Grants , Alcoholism Project 
Grants , and Alcoholism State Formula Grants . Program is to assis t states 
to establish programs to combat alcohol and drug abuse , to car e fo r the 
mentally ill , and to promote mental health. 

State Agencies 

Texas Commission on Alcoholism 
Texas Department of Community Affairs 
Texas Department of Mental Health and Mental Retardation 

Funding 

FY 81 - Texas received about $24 million . 
FY 82 - National $491 million. 
FY 83 - National $511 million . 
FY 84 - National $532 million • 

• Actual funding depends on annual Congressional appropriation • 
• In FY 82 , states required to fund programs in same proportion as in 

FY 80. In FY 83 , 95% divided on same basis; and FY 84, 85% • 
• No more than 10% may be used for administ ration • 
• Up to 7% may be transferred to health block grants • 
• DHHS must agree to any Community Mental Health Center defunding • 
• Of alcohol/drug abuse allocation, at least 35% must go to alcohol 

abuse services , at least 35% must go to drug abuse services , and at 
least 20% of total must be spent on prevention • 

• No state match required, but federal funds cannot supplant state or 
local spending. 

Requirements 

• Annual application certifying allocation and programmatic require-
ments • 

• Application must be made available for public comment • 
• State legislative hearings required with second year • 
• Block available October l , 1981, but money can continue to flow 

through federal agency under old program basis at reduced funding 
until October l, 1982, when State must assume block to obtain 
funding. 

Cormnents 

• State has limited flexibility within limitations previously cited • 
• Although funding will flow to three separate agencies , it appears 

that paragraph (6), Section 18, of Appropriations Bill would not 
apply, at least in the f irs t year, as division of funding is 
federal ly mandated i n fisca l 82 . 
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EDUCATION CONSOLIDATION AND IMPROVEMENT 

Description 

Consolidates some thirty federal elementary and secondary education 
programs into single grant to state agency in FY 83 , since education is 
forward funded . Six of these grants now go to TEA and remainder go to 
school districts of universities . Aids to disadvantaged and handicapped 
children and Title I compensatory education program are maintained as sepa
rate programs with less paperwork and regulations. Examples of programs 
included in the block are Instructional Materials and School Library Re
sources, Improvement in Local Education Practice , Basic Skill s , Special 
Projects, Emergency School Aid (desegregation) , and Strengthening State 
Agency Management. 

Impact aid continues as separate program at reduced level . School 
districts will continue to receive aid for students whose parents live and 
work on federal facilities , but support is being phased out fo r student-s~ 
whose parents either live or work on federal land . (~eduction in Texas 
from about $34 million to about $18 million.) 

State Agency 

Texas Education Agency 

Funding 

FY 81 - Texas received estimated $35- $40 million. 
FY 82 - Repeat of FY 81 since program forward funded . 
FY 83 - Texas will receive about $32 million • 

• 80% must flow to local education agencies • 
• Formula allocation recognizing children from low- income families , 

economically depressed areas, and sparsely populated areas is 
implied • 

• No transfers to other blocks. 

Requirements 

• Block grant to be implemented October 1, 1982 , or funds unavailable 
to State • 

• Governor required to appoint advisory group broadly representative 
of education needs (including legislative representation) to consult 
with state education agency • 

• Three-year state application to federals requried with local school 
districts filing three- year application with State • 

• State establishes allocation formula and exercises leadership, but 
budgeting among allowable type programs is responsibility of local 
district. 

Comments 

• State and local school administrations have reasonable deg r ee of 
flexibility • 

• Planning is underway to assume block on October 1, 1982 . 
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COMMUNITY SERVICES 

Descript ion 

Combines five remaining OEO programs which primarily have been going 
to local communities into block grant: Community Action; Senior Opportuni
ties and Services; Community Food and Nutrition; Energy Conservation; and 
Training, Evaluation, and Technical Assistance. Block provides funds to 
states for community- based programs in areas of original programs making up 
block. 

State Agency 

Texas Department of Community Affairs 

Funding 

• FY 81 - Texas received about $22 million • 
• FY 82 - National $389.4 million • 
• FY 83 through FY 86 - National $389.4 million • 
• Actual funding depends on annual Congressional appropriation • 
• Up to 5% of federal money may be used for adMinistration • 
• Up to 5% may be transferred to Older American , Head Start , or Energy 

Assistance programs • 
• FY 82 - State must spend 90% on existing programs • 
• FY 83 and subsequently - States must distribute 90% to local 

government subdivisions, nonprofit private community organizations, 
or migrant and seasonal farmworker organizations • 

• State must give "special consideration" to current community action 
agencies • 

• No state matching required. 

Requirements 

• Annual application and certification of compliance and assurances 
are required • 

• Proposed spending plan made available for public comment • 
• State legislative hearings required with second year • 
• Special assurance concerning composition of boards of community 

action agencies and nonprofit corporations • 
• Block available October 1, 1981 , but money can continue to flow 

through federal agency under old program basis at reduced funding 
until October 1, 1982, when State must assume block to continue 
funding. 

Comments 

• State has limited flexibility within limitations previously cited • 
• Texas will probably not assume block at this time. 
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COMMUNITY AND ECONOMIC DEVELOPMENT 

Description 

Department of Housing and Urban Development is presently authorized to 
award grants to units of general local government for funding housing and 
community development activities. The Community and Economic Development 
Block Grant allows state assumption of the Small Cities (cities and/or 
counties under 50,000 population not opting to go with a metropolitan area) 
portion of the program. Although the block is not a consolidation of 
categorical programs , several HUD programs were eliminated as a result of 
its establishment--Section 312 Rehabilitation Program, Section 701 Com
prehensive Planning Program, Neighborhood Self-Help Program , and Community 
Economic Development Program. HUD is required to distribute funds in a 
state if the state does not accept adminis tration of the block grant . 

State Agency 

Texas Department of Community Affairs 

Funding 

FY 81 - Texas received about $50 million . 
FY 82 - Texas will receive between $55 and $60 million. 
FY 83 - Same as FY 82 • 

• Up to 2% of federal money may be used for administration, but State 
operation requires 50-50 state match • 

• 10% state match required for total program, but it is "soft" money 
match (example: state guarantee of housing bonds would count) • 

• No transfers may be made to other blocks . 

Requirements 

• Governor must certify State will assist with planning , offer 
technical assistance , and consult with local government • 

• State must publish proposed plan of method of administration and 
fund distribution and have a public hearing • 

• State has from sixty days to six months to make decision to parti
cipate • 

• State responsible for complex set of federal laws on handicapped , 
aged, environmental assessment, etc. 

Comments 

• State apparently has good deal of flexibility , but about half of 
funds already committed to ongoing projects • 

• Texas will apparently not go into program at this time • 
• Community development in housing and economic areas would apparently 

be a new area for Texas state government . 
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PREVENTIVE HgALTH AND HEALTH SERVICES BLOCK GRANT: FFY 1982 
(PROPOSED FFY 1983) 

General Description 

The State of Texas is the recipient of the Preventive Health and 
Health Services Block Grant as authorized by Title XIX of the Public Health 
Service Act , as amended . Programs consolidated into this block grant and 
administered by the Texas Department of Health for the State include Hyper
tension Control , Fluoridation, Home Health Services , Health Education- Risk 
Reduction, Emergency Medical Services Systems , Rodent Control, Health 
Incentive (314d) , and Rape Prevention and Crises Services . 

The Preventive Health and Health Services Block Grant for FFY 1982 is 
funded by a Continuing Resolution through Sept . 30, 1982. The annual level 
is $3,315 , 762 , of which $185 ,541 must be spent in Rape Prevention and 
Crisis Services . This funding level for FFY 1982 represents a 14% re
duction from FFY 1981 . The grant award is provisional and subject to 
adjustment when FFY 1982 Appropriation bill is enacted . 

Goals and Objectives , Activities to Be Supported , and Characteristics of 
People Served 

Hypertension Control -- A need exists for the identification of approxi
mately 700,000 Texans who are unaware their blood pressure is elevated and 
the approximately 1,000 , 000 individuals who are aware but not under proper 
control. The goal is to reduce morbidity, mortality , and health care costs 
associated with hypertension. This program establishes and maintains 
preventive health services for screening, detection, diagnosis, prevention , 
referral, and follow-up on compliance with treatment for hypertension. The 
target population consists of adults defined as the poor, minorities , and 
the medically underse rved. 

Fluoridation -- The fluor idation of water systems is needed for the pre
vention of dental caries . The goals of this program are to establish 
fluoridation of water systems of 1, 000 or more population and upgrade the 
quality of the existing water fluoridation in Texas. This program provides 
education on fluoridation , financial and technical assistance , training for 
water operators , and statewide surveillance of fluor ide levels in water. 
The r ecipients of these services include the general population residing in 
areas with a water supply that contains fluoride below the optimum level . 

Home Health Services -- These services address the need fo r an alternat ive 
to mo r e expensive institutionalization of patients who require part- time or 
intermittent care . The goals are to establish home health agencies in 
areas where the services of such agencies are not readily available and to 
provide training opportunities for unskilled personnel. These goals are 
accomplished by identifying areas of the state with a need for home health 
services , providing consultation and assistance to potential agencies, 
identifying and seeking existing health care providers that may have 
expansion capabilities , conducting onsite surveys to evaluate agencies in 
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underserved areas , and ensuring funding for one educational program. The 
general public throughout the State benefits from these services. 

Health Education - Risk Reduction -- This program addresses the need to 
motivate individuals to assume responsibility for a healthy lifestyle . The 
goal is to provide health education aimed at reducing the risk factors that 
contribute to the major chronic diseases responsible for the leading causes 
of premature death and disability in Texas. Services include health risk 
appraisal and counseling for nine risk factors, referral for needed ser
vices, public speaking, media releases , exhibits, articles , participation 
in public education campaigns on prevention , and coordination of efforts 
with other health- related agencies and organizations. Persons throughout 
the state ranging in age from 12 to 60 are the target population of this 
program. 

Emergency Medical Services Systems - - A need exists for the ongoing de
velopment and implementation of a state plan for the prompt and efficient 
delivery of emergency care and for enlis ting the cooperation of various 
organizations in developing a coordinated system of treatment and re
habilitation. The goal of this program is to reduce death and diminish 
disability . Funding is designated for the initial implementation and sub
sequent expansion of comprehensive EMS Systems in the state's twenty- four 
planning regions. The purchase of equipment is prohibited . The general 
public throughout the state benefits from these services. 

Rodent Control -- The need for rodent control within a city is based on the 
rates of rat infestation , the rate of environmental deficiencies , sub
standard housing, the incidence of rat bites, the rate of rat complaints , 
socioeconomic status , and the prevalance of rat- borne diseases. The goals 
are to ensure that a comprehensive program is conducted to reduce the rat 
population; to prevent the transmission of rat- related diseases and rat 
bites; to reduce property damage, blight, and degradation; to alleviate rat 
nuisances, and , to establish procedures for long- term rat control at the 
local level. The program provides hea l th educat i on on rat control and 
sanitation, premise- to- premise inspections to control rats and improve 
sanitation, trash and rubble collection for a clean-up program, rat eradi
cation and stoppage , and continuous evaluation and reduction of rodent 
population. The individuals most likely to benefit from these services are 
those persons residing in low- income and substandard housing areas . 

Health Incentive (314d) -- The State of Texas has 68 local health depart 
ments functioning in 73 counties and serving 81% of the state ' s popula
tion. The state is also divided into twelve Public Health Regions staffed 
with multidisciplinary personnel who provide services to all eligible 
recipients within the Regions , as well as assisting the local health 
departments on a request basis . The need exists to maintain coordination 
between the Public Health Regions and local health departments in order to 
resul t in nonduplicative services being available to the entire population. 
The goal is to encourage public awareness of the many services offered by 
the Public Health Regions and local health departments and ensure the de 
livery of these services to reduce morbidity and mortality . The Regions 
and local health departments have the responsibility of performing public 
health activities in the fields of immunization, tuberculosis control , 
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maternity services , family planning , child health services , dental health , 
public health education, venereal disease control , and many other related 
activities . Personnel also carry out environmental health responsibili
ties , which include inspections of food , milk, water, wastewater , vector 
control, nuisances, and others . Shifting emphasis in the Health Incentive 
Program may allow funds to be distributed to include the Laboratories and 
Cancer support programs . 

Rape Prevention and Crisis Services -- These services address the statewide 
need to coordinate the development of Rape Crisis Centers . The goal is to 
maintain and upgrade local services and develop new services . This is ac
complished by providing monies for crisis services to victims of sexual 
assault or abuse, which includes prevention through education and training. 
Direct recipients of these services are all potential and actual victims 
throughout the state. 

Geographic Areas Served 

The majority of the programs included in the Preventive Health and 
Health Services Block Grant are directed statewide to all 254 counties . 
Service delivery is organized through 68 state- participating local health 
departments and 12 Public Health Regions. The exceptions include Rape Pre
vention and Crisis Services, which is delivered by 15 centers serving 77 
counties , and Rodent Control, which is currently limited to selected census 
tracts within the City of Houston. 

Criteria and Method for Fund Distribution 

Funds for the programs included in the Preventive Heal th and Health 
Services Block Grant were allocated in FFY 1982 on a pro rata basis of the 
FFY 1981 funding levels fo r activities and services. The FFY 1981 levels 
were initially established based on evaluations of project needs. The dis
tribution of monies for FFY 1983 will be the same as FFY 1982 unless fund
ing priorities are altered due to the input received from public hearings. 
In addition , the programs listed below have established specific cr iteria 
for allocating FFY 1983 funds . 

Rape Prevention and Crisis Services -- The distribution of funds will be 
based on competitive applications solicited and evaluated according to 
rules published for application and review criteria , programmatic and 
budget needs, geographic area served, and population served as limited by 
the total funds allocated to this program. 

Rodent Control -- The program will not be exclusively limited to Houston . 
Applications will be accepted from any interested Texas city, and funds 
will be awarded on the basis of need, project feasibility, and the city ' s 
ability to supplement and continue the program with local funds . 

Emergency Medical Services System - - As the first priority, TDH will fund 
the planning regions currently funded and eligible for continuing EMS Sys
tems funds. The second funding priority will be those planning regions 
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not currently funded by eligible for new or additional funding . Competi
tive applications describing need and planning/implementation rationale 
will be solicited from these regions and will be evaluated according t o 
factors set out in the EMSS Program Guidelines . 

Hypertension Control -- For FFY 1982 , this program is to be funded at not 
less than 75% of the total amount provided by the Secretary in FFY 1981 . 
For FFY 1983, this program is to be funded at not less than 70% of such 
total amount. This is the Texas Department of Health's interpretation of 
the intent of the legislation. 

Funding Priorities 

The FFY 1982 pro rata distribution of annual federal funding levels by 
program is listed below: 

Hypertension Control 
Fluoridation 
Home Health Services 
Health Education - Risk Reduction 
Eme r gency Medical Services Systems 
Rodent Control 
Health Incentive (314d) 
Rape Prevention and Crisis Services 

20% 
10% 

1% 
11% 
31% 

3% 
18% 

6% 
100% 

The reduction of 14% from the FFY 1981 funding level was made by 
impact ing current operating levels as little as possible . No new monies 
will be available, and FFY 1983 funding may be further reduced. In order 
to increase the funding priority of any program, some other program must be 
further reduced. Additional state funding is available in several of these 
programs . 

MATERNAL AND CHILD HEALTH BLOCK GRANT: FFY 1982 
(PROPOSED FFY 1983 : SERVICES FOR WOMEN, INFANTS AND CHILDREN BLOCK GRANT) 

General Description 

The State of Texas is the recipient of the Maternal and Child Health 
Block Grant as authorized by Title V of the Social Security Act , as 
amended. Programs consolidated into this block grant are adminis tered by 
the Texas Department of Health. 

The Federal funding for FFY 1982 of $15,100,242 under the Continuing 
Resolution ·has provided for all Maternal and Child Health services, 
Crippled Children's services , services for disabled children through the 
Supplemental Security Income program, and support for the program on Sudden 
Infant Death Syndrome (SIDS). Lead- Based Paint Poisoning Prevention, 
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Hemophilia Treatment, and Adolescent Pregnancy programs, as well as a large 
portion of the SIDS program, have been funded in FFY 1982 from a direct 
federal grant that wi l l not exist in FFY 1983. 

The funding l evel for FFY 1982 represents a 17% reduction from FFY 
1981. The grant award is provisional and subject to adjustment when a FFY 
1982 Appropriation bill is enacted. 

Goals and Objectives , Activities to Be Supported , ann Characteristics of 
People Served 

Maternal and Child Health (and other activities) -- The goal of these pro
grams is to assure preventive health services and primary care to low
income mothers and children in order to reduce infant mortality and to re
duce the incidence of preventable diseases and handicapping conditions 
among children. Maternity , family planning , and child health services are 
provided through clinics operated out of the Public Health Regions, the 
local health departments, and t hrough several federally mandated projects. 
Vision, hearing, and speech services are provided through quality con
trolled screening , referral , and follow- up for preschool and school- age 
children. A statewide Genetics Network coordinates and supports genetic 
screening, testing, diagnosis , and counseling, as well as genetic education 
capabilities; Services are provided to women and children in low- income 
families . Children age 0 to 21 are those to whom child health services are 
directed. Priority is given to preschool children, particularly those 3 
years and under. Recipients of family planning and maternity services are 
females from 15 to 44 years of age. In 1980, 2% of the women served were 
under 15 years of age. 

Crippled Children's Services -- The goal of this program is to locate and 
provide diagnostic and planned physical restoration services and appropri 
ate follow- up for eligible children. The program currently has 75,407 
children on the case register , which has a net annual growth rate of 
approximately 2%. Approximately 25% of these cases (including new cases) 
receive services each year. The diagnostic and treatment services provided 
include medical and/or surgical treatment , hospitalization, appliances, 
drugs, and transportation. Children who meet the financial eligibility re
quirements of the program who have a crippling condition, including 
neurological conditions , cancer , and cystic fibrosis, may be provided 
services . 

Supplemental Security Income Program -- The goal of this program is to 
assure through appropriate coordination that SSI recipients have the oppor
tunity to benefit from comprehensive services in medical , developmental , 
educational, rehabilitative, and social areas . Services provided include 
counseling and development of individual service plans . Medical , social , 
developmental , and rehabilitative services are provided by referral or 
direct purchase. Disabled children under 16 years of age who are eligible 
for SSI benefits are eligible for program services, which is approximately 
14,000 children in Texas . 
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Geographic Areas Served 

The majority of the programs included in the Maternal and Child Health 
Block Grant are directed statewide to all 254 counties with emphasis placed 
on a r eas of low- income concentration. Service delivery is organized 
through 68 state- participating local health departments and 12 Public 
Health Regions. The exception is the Lead- Based Paint Poisoning Prevention 
program, which would only be in specific areas if it is decided to fund any 
projects within the state in FFY 1983. Funding of such projects would not 
be limited to any particular entity or city . 

Cr iteria and Method for Fund Distribution 

Funds for Maternal and Child Health services , Crippled Children' s 
ser vices , and the Supplemental Security Income program were allocated in 
FFY 1982 on a pro rata basis of the FFY 1981 funding levels for activities 
and services. The FFY 1981 levels were initially established based on a 
national formula. The Adolescent Pregnancy, Lead- Based Paint Poisoning 
Prevention, Hemophilia Trea t ment, and Sudden Infant Death Syndrome programs 
were continued on a direct federal grant . 

Funding Priorities 

The FFY 1982 pro rata distribution of annual federal funding levels by 
program is listed below: 

Maternal and Child Health 
Crippled Children ' s Services 
Supplemental Secur ity Income , SIDS, 

Hemophilia Treatment , Adolescent 
Pregnancy , and Lead- Based Paint 
Poisoning Prevention 

~% 
26% 

12% 
100% 

The reduction of 17% f r om the FFY 1981 funding level was taken across
the- board in the Maternal and Child Health, Crippled Children' s Services, 
and Supplemental Security Income programs. Since several of the programs 
now listed under the Maternal and Child Health Block Grant had been funded 
directly by a federal grant fo r FFY 1982 and a 17% decrease has been made 
in the remainder of the block grant with no new monies available, it is 
obvious that some decisions must be made regarding which programs to retain 
and which to eliminate in FFY 1983. Funding priorities will also be in
fluenced by input received from public hearings. State funds committed to 
Mater nal and Child Health and Crippled Children ' s Services comprise an 
additional approximate 6% and 83% of the program budgets , respectively. 
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General Description 

PRIMARY CARE RLOCK GRANT 
(PROPOSED FFY 1983) 

The Primary Care Block Grant is not available to the State of Texas 
until Oc tober 1, 1982. It will encompass the Community Health Center Pro
gram that is nationally directed toward establishing primary health care 
entities to provide health services to medically underserved populations. 
In Texas , 31 of these individual centers , known as Urban Health Initiatives 
or Rural Health Initiatives, are directly funded through the Dallas Federal 
Regional Office in a total amount of $13,775,901 for FFY 1981. This fund
ing level may include joint- funded projects covering Migrant Health and 
Title X Family Planning Projects. In FFY 1983, the Primary Care Block 
Grant will combine Rural Health Initiatives , Urban Health Initiatives, 
Migrant Health Projects, and Title X Family Planning Projects if the Presi
dent's budget is accepted by Congress . 

Goals and Objectives, Activities to Be Supported, and Characteristics of 
People Served 

The goal of Community Health Centers is to assure the availablity and 
delivery of an adequate level of health care services of good quality . The 
intent is to establish and organize primary health care services in areas 
where they are nonexistent or insufficient . Services provided by the Cen
ters include ambulatory care for diagnosis and treatment of uncomplicated 
illness , preventive care, case- finding, minor s urgery , and emergency ser
vices not requiring specialization. Health education , outreach , and mental 
health services are supplemental activities that are appropriate, if feas
ible. The individuals served through this Program are low- income persons , 
with particular emphasis on children and the elderly . 

Geogr aphic Areas Served 

Selected geographic areas of the state designated as medically under
served are the target areas of this Program. Factors such as physician
to-population ratio, infant mortality rates, and concentration of aged 
people are used in the selection process . 

Criteria and Method for Fund Distribution 

In FFY 1982 , there was an approximate 25% reduction in funds for the 
Community Health Center Program. This reduction was not accessed across
the- board for each Center. Criteria were established by the federal 
government to classify projects , which included the extent to which the 
project met federal requirements, performance , fiscal operation, and 
clinical and administrative indicators . Centers received budget cuts 
ranging from 5% to 2 5%. The law requires that the Community Health Centers 
funded in FFY 1982 must also be funded in FFY 1983 at the same level unless 
the Secretary of HHS approves otherwise. 
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Funding Priorities 

The President's budget for FFY 1983 funds the Community Health Center 
Program at approximately the FFY 1982 level . In addition, protective 
language for each Center, matching requirements , and the prohibition 
against administrative costs have been removed. The Texas Department of 
Health is awaiting the outcome of the federal legislation , as well as 
direction from the state legislature. 

ALCOHOL, DRUG ABUSE, AND MENTAL HEALTH BLOCK GRANT : FFY 1982 
(PROPOSED FFY 1983) 

General Description 

The Omnibus Reconciliation Act of 1981 (P. L. 97- 35) that was passed 
August 13 , 1981, created the Alcohol , Drug Abuse , and Mental Health Block 
Grant (A/D/M) , which combined four alcohol abuse and drug abuse categorical 
programs with mental health programs . Federal funds authorized and appro
priated under the bill may be used for planning , establishing , and main
taining prevention and rehabilitation programs for substance abusers; for 
grants to community mental health centers to provide services to the 
chronically mentally ill and others ; and fo r coordination of mental health 
care service provided within health care centers . Specific amounts within 
the block grant were set aside for alcohol and drug abuse and mental health 
services. State latitude in allocating these funds increases slightly in 
FFY 1983 and 1984 . 

On November 16, 1981, Governor Clements designated the Texas Depart
ment of Mental Health and Mental Retardation (TDMHMR) as the single state 
agency to receive and administer the A/O/M Block Grant . TDMHMR is respon
sible for disbursing federal dollars received under the Act to the Texas 
Commission on Alcoholism (TCA) and the Texas Department of Community 
Affairs (TDCA) under terms and conditions set forth in a tri-agency agree
ment signed December 15, 1981. 

On December 4, 1981, the A/D/M Block Grant for Texas was awarded in 
the amount of $18 , 955,000 by the Alcohol, Drug Abuse , and Mental Health 
Administration (ADAMHA). This amount was reduced by ADAMHA on February 1, 
1982 , by $2,157 , 000 , fo r a final total for Texas of $16 ,798, 000. After 
applying the pro rata reductions, the award amount for each agency is: 

TDMHMR: 
TCA 
TDCA 

$6,707 , 441 
$4 , 039,251 
$6 , 051 , 308 

The Health and Human Services funding level for FFY 1982 is $432 mil
lion, and the Reagan budget request reflects the same funding level for FFY 
1983. 
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Goals and Objectives 

TDMHMR: 

To provide for, develop, improve , and coordinate the delivery of 
mental health and mental retardation services to the people of Texas, and 
to encourage the assumption of ~HMR responsibility by local agencies and 
the private sector through the promotion of mental health , prevention of 
mental impairments, intervention for early diagnosis and treatment, re
storation of the mentally impaired, and administration for effective man
agement . The goal is to afford all mentally impaired persons the opportun
ity to develop their mental capacities to the fullest extent prac ticable, 
to become healthy, contributing, self- sufficient members of society, and to 
be plagued to the least extent possible by emotional and mental distress 
and impairment . 

TCA : 

(1) To prevent individuals from developing a habitual pattern of 
alcohol abuse or from becoming addicted to alcohol th.rough the development 
of quality community , regional, and statewide primary prevention pr ograms; 
(2) to intervene with individuals in the early stages of alcohol abuse or 
addiction to prevent thei r further progression into chronic alcoholism and 
to reduce alcohol-related social and economic costs. DWI education ser
vices and employee assistance programs are developed and implemented to 
provide early intervention services . Alcoholism case- finding or client 
identification occurs through screening and referral centers, councils on 
alcoholism, outreach centers, crisis hotlines , criminal justice diversion 
programs , and emergency room alcoholism intervention programs; (3) to pro
vide effective quality treatment and rehabilitation services. It is 
essential that programs provide a comprehensive range of services that are 
appropriate to individual needs and accessible to all, coordinated with 
each other to ensure continuity of care , integrated with and involve par
ticipation of a wide range of public and nongovernmental agencies , organi
zations, institutions , and individuals, and utilize service providers who 
are qualified and adequately trained ; and (4) to provide efficient and 
effective management necessary to facilita te a well-coordinated system of 
alcohol addiction and abuse services designed to meet the primary pre
vention, secondary prevention, treatment, and rehabilitation needs of Texas 
citizens . 

TDCA: 

Promotion/Prevention -- To reduce the incidence of drug abuse among 
young people (ages 12 to 20) at risk by 1984 by (1) establishing selected 
numbers of comprehensive prevention programs designed to provide informa
tion , education, intervention, and alternative services to address the var
ious developmental needs of youth , and (2) continuing to provide informa
tion and technical assistance regarding drug abuse prevention to agencies 
serving youth, parent and family associations , and others . 

Diagnosis/Treatment/Rehabilitation -- To reduce the incidence of con
tinued drug abuse among people already involved in drug abuse and diminish 
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the negative effects of drug dependency upon those c lients and society by 
(1) increasing the effectiveness of drug abuse treatment and rehabilitation 
services by at least 5% by 1984, and (2 ) bringing a larger proportion of 
the drug dependent population into treatment through better utilization of 
resources, encouragement of referral networks , and inc reased public aware
ness of available treatment services . 

Activities to Be Supported 

TDMHMR: 

Community mental health centers shall provide the following services 
in accordance with the provisions of Title XIX, Part B, Section 1915 of 
P.L. 97-35 : (1) outpatient , day care , and other partial hospitalization 
services , as well as 24-hour emergency services ; (2) programs of special
ized services for the mental health of children and the elderly , including 
a full range of diagnostic , treatment, liaison, and follow- up services; (3) 
screening services for individuals being considered for referral to a state 
mental health facility and provision, where appropriate, of treatment for 
such individuals; (4) consultation and education services for individuals 
and entities involved with mental health services; ( 5) follow- up care for 
residents discharged from a mental health facility; and (6) transitional 
halfway house services for those discharged from a mental health facility 
or those who would otherwise require inpatient care in the absence of such 
a facility. 

TCA : 

In accomplishing Goal #1 , alcohol information, education, and training 
is provided to a minimum of 50 , 000 students in public and private schools . 
Services are provided to high- risk populations and other special-emphasis 
groups to reduce the incidence and effects of alcohol addiction and abuse , 
and public and professional sectors are made aware of current programs 
through public awareness projects . In support of Goal #2 , education and 
training is provided to at least 8, 000 indirect service providers. Ser
vices are developed and implemented for th~ diversion of public inebriates 
from the criminal justice system into the alcoholism treatment and rehabil
itation network . Employee assistance program screening and referral ser
vices are provided to at least 150 alcohol abusing/alcoholic employees of 
public and private enterprises and at least 1,000 other troubled employees . 
Case- finding, screening , and referral services are provided to a minimum of 
8 , 500 abusers , and approximately 200,000 persons are given access to 
employee assistance programs. Employers and unions are made increasingly 
aware of the nature and benefits of employee assistance programs, and the 
Juvenile Alcohol Identification Treatment Project provides diversion 
services. In accomplishing Goal #3, long-term care is provided for alco
holics through domiciliaries and chronic inebriate farms , as well as 
detoxification services through the maintenance of nine programs and the 
development of new programs . Intermediate care services are provided to 
enable alcoholics to reenter society as employed , productive citizens. 
Counseling services are provided to family members . Current and any new 
services offered through outpatient counseling programs are developed in 

133 



areas of greatest need. New inpatient services are also developed in areas 
of greatest need coupled with closer coordination with non-TCA funded in
patient care units. Counseling skills are provided to at least 400 direct 
service providers . In support of Coal #4 , the incidence and prevalence of 
alcohol addiction and abuse is determined to produce more realistic 
planning and program development activities . It is ensured that alcohol
related problems are adequately addressed in planning and implementing 
health care services through coordination with all elements of the health 
planning system. TCA- funded organizations are monitored to ascertain the 
accountability of grant funds and the performance of project objectives , 
and facilities that treat alcoholics are licensed and certified to accept 
court commitments fo r alcoholism treatment . The State Alcoholism Advisory 
Council is supported and maintained, and liaison and assistance is provided 
to national and state organizations to promote and coordinate efforts re
lated to alcohol abuse and addiction. 

TDCA : 

Promotion/Prevention - - The Texas Department of Community Affairs/Drug 
Abuse Prevention Division (TDCA/DAPD) present ly funds various agencies and 
organizations statewide to implement drug abuse prevention programs. While 
these programs offer a broad array of prevention services , e . g., informa
tion, education, intervention, and alternatives , a major emphasis is direct 
assistance to youth through peer counseling, alternative activities , and 
family- oriented programs. The TDCA/DAPD intends to support these types of 
programs and to evaluate the effect of these strategies on youth. In 
addition , TDCA/DAPD intends to maintain the Texas Clearinghouse for Drug 
Information in order to respond to requests from the general public for 
drug abuse information and materials, as well as continuing to sponsor 
seminars , workshops, and conferences aimed at educating individuals about 
drug abuse and methods for preventing drug abuse . 

Diagnosis/Treatment/Rehabilitation -- The TDCA/DAPD supports drug 
abuse methadone treatment, as well as drug- free treatment services in res
idential, day car e , and outpatient environments . These services are 
in t ended to assist individuals assessed as dysfunctional as a result of 
drug abuse and include individual, family , and group counseling , medical 
assessment, detoxification, legal services , and employment counseling and 
referral . Nationwide research has provided evidence of the efficacy of 
these treatment services for drug abusers , and TDCA/DAPD analyses indicate 
that approximately 70 percent of its clients improve during treatment. No 
evidence exists that clearly identifies any one treatment regime as most 
effective for all clients ; thus , to the extent that allocated resources 
allow , the TDCA/DAPD intends to continue its support of a variety of treat
ment services according to the needs of the clients and relative profi
ciencies of the service provider s . In addition, available evidence sug
gests that a majority of drug- related deaths and arrests involved persons 
not in treatment. With participation in effective treatment , many of these 
social tragedies may have been averted. Accordingly, the TDCA/DAPD also 
intends to support activities that seek to enhance referrals of potential 
clients ; promote an understanding of drug abuse problems by other agencies , 
including those connected with the c riminal justice system ; and , improve 
the ability to identify those clients who could benefit from drug abuse 
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treatment . The TDCA/DAPD will continue to provide technical assistance and 
training to staff of provider organizations in order to increase the appro
priateness and effectiveness of drug abuse services. 

Characteristics of People Served 

TDMHMR : 

Mental health services are provided withi~ mental health service areas 
principally to chronically mentally ill individuals and residents who have 
been discharged from in- patient treatment at a mental health facility , 
children and youth , elderly individuals , and racial and ethnic minorities. 
Community Mental Health and Mental Retardation Centers , in cooperation with 
state hospitals , are continuing to develop programs designed to provide 
community support systems for chronically mentally ill clients . TDMHMR 
plans to improve the mental health services delivery system in Texas so 
that mental health services for rac ial and ethnic minorities will be more 
available, accessible, and appropriate than in the past and to a llocate re
sources to programs designed for specific high- risk population groups , as 
well as other identifiable populations that are currently underserved in 
the State of Texas. 

TCA: 

The population served by the primary prevention programs includes 
children of alcoholic parents and youths and adults who do not yet have a 
drinking problem but are at risk of eventually developing one. Early 
intervention services are aimed at individuals who a r e in the early stages 
of alcohol addiction or abuse , such as alcohol- abusing drivers and private 
and public employees whose job performance is being adversely affected be
cause of alcohol-related problems. Treatment and rehabilitative services 
are targeted at alcohol- addicted persons and their families . Emphasis is 
placed on special populations including women, youth , minority ethnic 
groups , senior adults , migrants , the handicapped, public inebriates , and 
victims of domestic violence. 

TOCA: 

Promotion/Prevention -- High- risk youth and their families are the 
primary target group . High- risk youths are those individuals between the 
ages of 12 and 20 who reside in low- income a reas where there is a high 
level of family disruption and social/environmental stress . Information 
and education services are directed primarily at individuals closely 
associated with youth, such as parents, youth workers , juvenile probation 
officers, teachers , etc . 

Diagnosis/Treatment/Rehabilitation The population consists of those 
individuals who are chronic and compulsive abusers of any drug except 
alcohol (when not used in combination with other drugs) and whose chronic , 
compulsive use has resulted in a psycho- physiological dependence and/or has 
assumed a central and negative role in their lifestyles . Services related 
to improved utilization of treatment services are targeted to drug abuse 
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treatment personnel, c r iminal justice system personnel , and staff of other 
human service delivery agencies. 

Geographic Areas Served 

TDMHMR: 

The statewide system of Mental Health Service Areas (MHSAs) is based 
on organizational responsibility for mental health outpatient ser vices . 
The service area of each organizational entity with responsibility for 
outpatient services is considered a MHSA. In this system, there are 41 
MHSAs (30 are served by a community mental health center, 8 are served by a 
state hospital outreach service area , and three are served by a state 
center for human development) . 

TCA: 

Services are provided statewide that are tailored. to address the needs 
of the 24 State Planning Regions as defined in the Regional Alcoholism 
Plans. 

TDCA: 

Promotion/Prevention - - The intent is to establish and/or maintain 
qualified service delivery providers in those areas of the state with 
greatest need. Need will be based on such factors as incidence of drug 
use , as well as the lack of existing resources to address identified drug 
probl ems. The Clearinghouse on Drug Information continues to provide the 
public with information and materials regarding drug abuse. 

Diagnosis/Treatment/Rehabili t ation -- The intent is to establish and 
maintain a system for ensuring that drug abuse treatment programs funded 
through TDCA/DAPD meet quality care standards. Attempts will be made to 
identify and support , as fiscally feasible , qualified provider s in areas of 
greatest need as determined by available drug abuse indicat or data; how
ever, geographic locations will be of secondary concern to that of identi
fying qualified providers. In planning the delivery of technical assis
tance and training activities related t o increased utilization of services , 
consideration will be given to geographic accessibility in order to facili 
tate participation by the identified target population. 

Criteria and Method for Fund Distribution 

TDMHMR: 

The Stat e agrees to make grants in FFY 1982 , subject to paragraphs (l) 
and (2) below , to each community mental health center wi thin the state that 
received a grant under the Community Mental Health Centers Act in FFY 1981 
and which would be eligible to receive a grant for its operat ion under that 
Act (as in effect on the day before the date of the enactment of the Omni
bus Budget Reconciliation Act of 1981) for such fiscal year if such grants 
were made under such Act. 
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(1) The State agrees to make grants to community mental health cen
ters in the state for the provision of comprehensive mental health 
services: (a) principally to individuals residing in a defined geographic 
area (Mental Health Service Area), with special attention to individuals 
who are chronically mentally ill; (b) within the limits of its capacity, to 
any individual residing or employed in its Mental Health Service Area re
gardless of ability to pay for such services , current or past health con
dition, or any other factor ; and (c) which are available and accessible 
promptly, as appropriate and in a manner that preserves human dignity and 
assures continuity and high-quality. 

(2) The State agrees to require that any community mental health cen
ter in the state receiving a grant from the State under this part provide 
the services indentified in ·the section entitled "Activities to be 
Supported." 

Fifteen (15) community mental health centers in Texas a r e currently 
receiving federal funding through twenty-thr ee (23) different mental health 
grants. Of the following, the centers noted with an asterisk (*) have re
ceived federal funds during FFY 1982: 

TCA: 

*Amarillo Hospital District 
*Austin-Travis County MHMR Center 
*Bexar County MR.MR Center 
*Central Counties Cent er for MHMR Services 
*Central Texas MHMR Center 
*Dallas County MHMR Center 
*Deep East Texas MHMR Services 
*MHMR Regional Center of East Texas 
Heart of Texas Region MHMR 

*Nort h Central Texas MHMR Center 
*Nueces County MHMR Center 
*Pecan Valley MHMR Region 
*Permian Basin Community Center for MHMR 

Sabine Valley MHMR Center 
MHMR Services of Texoma 

*Tropical Texas MHMR Center 

The criteria listed below are utilized to determine fund distribution 
priorities: 

(1) Continuing support of existing projects that have proven effec
tive and warrant continuation funding . 

(2) Projects that have completed the developmental phase· 
(3) Innovative projects that respond to emerging or chang' ing d 

h 
nee s in t e state. 

(4) Projects that can be accomplished through resources previously 
unused or little- used for alcoholism services and which r i 1 . 

11 f f 
equ re re atively 

sma amounts o new unds to accomplish; and 
(5) New projects that require large amounts of new funds. 
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Programs are funded through Requests for Proposals that are publicized 
in the Texas Register and are coordinaterl, in most instances , through the 
Regional Alcoholism Authorities. Approximately 34 percent of the funds 
budgeted by TCA are made available through P. L. 97- 35 . 

TDCA : 

It is intended to fund those programs or organizations presenting the 
best technical ideas and plans to perform those activities described in the 
preceding Sections. All pr oposals are reviewed by TDCA/DAPD on the basis 
of such criteria as (a) definition of communi ty need and target population; 
(b) appropriateness of pr oposed activities ; (c) methodology for evaluating 
proposed services; (d) pr evi ous experience ; (e) documented community sup
port ; and (f) soundness of accounting systems and internal control pro
cedures . Decisions regarding the types of services needed and the areas of 
the state where funds should be made available are based on analysis of 
drug abuse indicator data and available resources . Request fo r Proposals 
(RFP) are publicly adver tised through the Texas Register, designating those 
geographic areas targeted to receive funding, the qualifications sought , 
and the types of services desired . Current contractors , as well as poten
tially new contractors , are eligible to apply for funding . 

Funding Priorities 

TDMHMR: 

Although the amount awarded to Texas fo r FFY 1982 is projected to be 
less than total expenditures for FFY 1981 , it is anticipated that the cur
rent level of funding will continue for all centers listed in the Section 
entitled "Criteria and Method for Fund Distribution" plus one additional 
new grant (previously "approved but not funded " ) at a reduced level. In 
the event that the amount of funds appropria ted by Congress fo r FFY 1983 
exceeds the total amount committed to existing community mental health cen
ters plus an amount no t to exceed 10%, which may be spent on administration 
costs, then such funds would be considered for funding grant applications 
which have previously been "approved but no t funded'' by th~ Department of 
Health and Human Services . Discretion will be used between such grant 
applications to assure that urban and rural areas of the state a re treated 
fairly and equitably in the distribution of such funds . 

TCA: 

A Regional Alcoholism Authority , is designated in each of the State 
Planning Regions to carry out state and federal mandates at the local level 
and to maximize the involvement of local governments in that pr ocess . 
State funds are used to support these Authorities. Responsibilities center 
on maintenance of a citizens' s advisory commit tee , planning , coordination, 
technical assistance , and development of resources to meet local needs . 
The Regional Alcoholism Plans form the foundation for the State Plan, which 
also includes input from the State Health Plan , other affected state 
agencies, and the TCA Advisory Council . Through this planning process , 
which includes regional and statewide public hearinp,s, TCA can ensure that 
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funds are targeted to those areas of greatest need . As these needs are de
fined, TCA identifies the appropriate source of funds to be used to meet 
the need, according to state and federal mandates and the amount of funds 
available. 

TDCA : 

Drug abuse treatment and prevention services are delivered primarily 
under contract by local provider agencies meeting state needs and effi
ciency criteria. With regard to drug abuse treatment services , TDCA/DAPD 
intends to give priority to those agencies or organizations providing the 
best evidence of their abili ty to deliver and document services which meet 
quality care standards developed by TDCA/DAPD. Prevention providers offer
ing comprehensive approaches using more than one modality (i .e., informa
tion , education , intervention , and alternatives) will be given priority . 
Such comprehensive services are identi fied by prevention research as more 
effective than a single mode program in changing the factors that may lead 
to drug use and in moderating the use of a wide variety of substances . 
TDCA/DAPD will provide drug abuse information to the general public and 
direct workshops, conferences , and training efforts to staff of provider 
agencies , as well as parents and families of youth and of other clients 
served. 

TITLE XX SOCIAL SERVICES BLOCK GRANT : FFY 1982 
(PROPOSED FFY 1983) 

General Description 

The Texas Department of Human Resources has been designated by the 
Governor to administer the Title XX Social Services Block Grant . For FFY 
1982, this block grant is funded by a Continuing Resolution at $2 . 4 billion 
nationwide , with $149.8 million allocated to Texas. Additional state and 
local funds increased total spending to $205.3 million in FY 1982 . This 
funding level represents a $23.3 million reduction from FFY 1981 for Texas . 
Funding levels for FFY 1983 have not been set by Congress . For the purpose 
of this summary , the level of federal funding is assumed to continue at 
$2.4 billion. 

Goals and Objectives , Activities to Be Supported, and Characteristics of 
People Served 

Child Pr otective Services -- In accordance with state and federal law, 
this program provides a ful l range of services to protect children from 
abuse , neglect , exploitation, and other types of harm. This program is 
directed at the goal of preventing or remedying neglect , abuse , or ex
ploitat ion of children unable t o protect their own interests and pre
serving , rehabilitating , or reuniting families . Eligible clients include 
Lndividuals under age 18 who are l1armed or threatened with harm by a 
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person responsible for the individual's health or welfare. Protective 
Services for children are available on the basis of need for services and 
without regard to income. Child Protective Services include investigation 
of reports of abuse , neglect , or exploitation; services to children in 
their own home to prevent further harm or prevent removal; development of 
foster and adoptive homes; services directed to r euniting children with 
their family; and , placement of children in adoptive homes. 

Community Care Services to Aged and Disabled Adults -- This program 
provides community-based services to aged or disabled adults to help them 
remain in their own homes or communities and to prevent institutionaliza
tion. Eligibility for services is based on income, age, and need for ser
vice. Community-based services funded by Title XX are : Family Care , Day 
Activity and Health Services, Congregate and Home- Delivered Meals , Alter
nate Living Plan Services , Case Management Services, and Special Services 
to Handicapped Adults. Adult Protective Services are provided on the basis 
of need without regard to income . 

Family Self- Support -- The goal of this program is to help families 
become self- supporting and self- sufficient by assisting clients to meet 
their income and health needs . Emphasis is placed on remedial services to 
help clients increase their income. Services are designed for clients who 
are recipients of Aid to Families with Dependent Children, Supplemental 
Security Income, refugee assistance, Food Stamp recipients , or persons 
whose income is comparable to that of persons eligible for income 
assistance. Specific services within this program include Employment 
Services , Child Day Care, Family Planning, Family Violence , and Integrated 
Community Services. 

Geographic Areas Served 

Services funded by the Title XX Social Services Block Grant are pro
vided statewide with the following exceptions : 

(1) Family Violence Services are available in selected sites in cer
tain cities . Each site will have a limit on the number of clients served. 

(2) Congregate and Home-Delivered Meals are available in Amarillo, 
Lubbock, El Paso, Abilene, Dallas- Fort Worth , Austin, Edinbur g, Houston, 
and Midland- Odessa regions. 

(3) Special Services to Handicapped Adults are available in Dallas
Fort Worth, Austin , Houston, and El Paso regions. 

(4) Day Activity and Health Services are available in Lubbock , El 
Paso , Abilene, Dallas- Fort Worth, Austin , San Antonio, Beaumont, and 
Houston regions . 

Criteria and Method for Fund Distribution 

The Texas Department of Human Resources ' budgeting process begins with 
the development of a biennial appropriation request and annual operating 
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budgets . The Texas Legislature reviews and revises the request , which is 
then sent to the Governor for final approval . This process assumes the 
availability of certain levels of federal funds . During the current bien
nium, the level of federal funds , particularly Title XX, was significantly 
reduced after the 1981 legislative session. 

The r eduction necessitated a review of program funding levels . A 
public hearing was held in August of 1981 to discuss options for modifying 
the operating budget . The option selected by the Board of Human Resources 
after public input was based on priorities of services and review of Title 
XX goals , federal and state laws, regulations, and riders. This process 
provided direction in making the recommendations for funding adjustments . 

Hearings on the block grants will produce information to be incorpo
rated into the FFY 1983 plans. Consultation has also been provided by 
advisory groups. All of this information will be used to develop pro
posed service plans to be presented to the Board of Human Resources in May 
and June of 1982. After the Board decision , an operating budget will be 
developed by the following process: 

(1) The State Office allocates available funds to regions based on 
mutually agreed upon formulas . These often include such items as popula
tion and current caseloads . 

(2) From this allocation, each region develops a service delivery 
plan by estimating the number of clients to be served . 

(3) The regional service delivery plans are then negotiated with 
State Office program staff . 

Funding Priorities 

The priorities established for FFY 1982 through the utilization of the 
processes described above will be continued by the Texas Department of Hu
man Resources in FFY 1983. These priori ties are as follows: 

(1) Protective Services for Abused and Neglec ted Children and Adults 

(2) Community Care fo r Aged and Disabled 

(3) Employment Services 

(4) Day Care 

(5) Family Planning 

(6) Family Violence Services 

(7) Integrated Community Services 

A budget breakdown for FFY 1982 is listed below, as well as proposed 
allocation of resources fo r FFY 1983. 
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FFY 1983 
FFY 1982 ANTICIPATED 

BUDGETED % SERVICES BUDGET i. SERVICES 

Protective $ 52 . 7 M 25. 6 174 , 082 s 51. 9 M 25. 8 174 , 082 
client/yr . clients/yr. 

Day Care $ 35 . 0 M 17.0 13,583 $ 34 . 0 M 16 . 9 13 , 583 
slots slots 

Family $ 17.8 M 8. 8 181,946 $ 17 . 1 M 8. 5 181,946 
Planning clients/yr. clients/yr. 

Employment $ 2 .4 M 1. 2 14 , 773 $ 2. 9 M 1. 5 14 , 793 
clients/yr . clients/yr. 

Integrated s 2 . 0 M 1. 0 2 , 070 $ 2.4 M 1. 2 2 , 205 
Community clients/yr . clients/yr . 
Services 

Family $ 1. 0 M o. s 9,000 s 1. l M o. s 11 , 000 
Violence clients/yr. clients/yr . 

Community $ 84 . 6 M 41 . 2 62 , 043 $ 81 . 5 M 40. 6 62 , 04 3 
Care clients/yr. clients/yr. 

Licensing $ 5.7 M 2. 7 2 7, 150 $ 5. 6 M 2 . 8 31 , 900 
increased increased 
faciliti es facilities 

Social s 4. 1 M 2 . 0 s 4.3 M 2 . 2 
Services 
Administration 

Total $205. 3 M 100. 0% $200 . 8 M 100. 0% 

LOW- INCOME HOME ENERGY ASSISTANCE PROGRA~ BLOCK GRANT: FFY 1982 
(PROPOSED FFY 1983) 

Gener al Description 

The Low- Income Home Energy Assistance Pr ogr am (LIHEAP) Block Grant was 
authorized by the Omnibus Budget Reconciliation Act of 1981. The total 
allocation for Texas in FFY 1982 is $42 , 324,626. The Texas Department of 
Human Resources adminis ters the LIHEAP Block Grant, which includes the Home 
Energy Assistance Program (HEAP) , Energy Crisis Intervention, and the 
Weatherization Program. 
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Goals and Ob j ect i ves , Activities to Be Supported , and Characteristics of 
People Served 

Home Ener gy Assistance Program -- The goal of this program is to as
sist low- income families with the high cos t of heating/cooling their homes 
in extr eme climatic conditions . Without assistance , many Texas families 
would be unable t o maintain environmentally safe conditions in their homes . 
Cash benefits are provided to eligible ho~seholds in the fo rm of a state 
warrant that is mailed directly to the househol d . To qualify for HEAP in 
1982 , households (1) must receive Aid to Families with Dependent Children, 
Food Stamps, Supplemental Security Income , or Veteran's Administ ration 
benefits ; (2) must pay fo r utility cost; and (3) must not have a gross 
income in excess of 75% of the Bureau of Labor Stati~tics l ower living 
s tandard (i . e . , maximum gross income for a fami ly of four will be $845 per 
month) . HEAP benef its vary according to household size, income , average 
cost of fuel, and county of residenc e. 

Weatherization -- The goal of this program is to assist low-income 
persons , particularly the elderly and handicapped, to make home improve
ments that will lessen problems of weather- related hardships and conse rve 
energy . Funding is a lso available from the Department of Ener gy (DOE) . 
The Texas Department of Human Resources plans to make $6 million in DOE and 
LIHEAP funds available to the program and proposes to weatherize up to 
6,000 homes using 1982 funds . Services a re provided by agencies and organ
izations under contract with the Texas Department of Human Resources . To 
qualify for weatherization services , a household's gross annual income must 
not exceed 125% of the Office of Management and Budget ' s poverty level, and 
the applicant' s home must need weatherization services . 

Ener gy Crisis Intervention -- The goal of this pr ogram is to assist 
eligible persons with weather-related and ener gy supply emergencies . Texas 
has se t aside $1 million for t his program. 

Geographic Areas Served 

The programs included in the LIHEAP Block Grant are available in all 
254 Texas counties . Weatherization activities in different geogr aphic 
a reas depend on the number of dwelling units to be weatherized , climatic 
conditions , and an estimate of the number of eligiblP dwelling units in 
which the elderly and handicapped reside. 

Criteria and Method for Fund Distribution 

The Reconciliation Act authorized $1 . 875 billion for each of federal 
fisca l years 1982, 1983 , and 1984. State allocations were based on a 
national formula es tablished in 1981 . The Texas FFY 1982 al location of 
$42 , 324 , 626 exceeded the FFY 1981 appropriation of $39,688 , 375. The FFY 
1982 allocation includes an emergency appropriation of $2 ,780 ,945 that must 
be used in FFY 1982 fo r energy assistance payments only . With this one ex
ception , up to 25% of the unexpended block grant funds for FFY 1982 can be 
utilized by the State in FFY 1983. A projec ted $7.2 million in FFY 1982 
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dollars will be carried forward into FFY 1983 for use in energy assistance . 
The FFY 1983 appropriation remains uncertain. 

Funding Priorities 

The FFY 1982 distribution of federal funds by program is listed below: 

General Description 

$33 . 4M 
l . 7M 
7 . 2M 

$42 . 3M 

Benefit payments (Heating/Cooling) 
Administration 
Projected Carry Forwar<l 
Texas Allocation (FFY 1982) 

COMMUNITY SERVICES BLOCK GRANT 
(PROPOSED FFY 1983) 

The Community Services Block Grant will be assumed by the State of 
Texas October 1, 1982. Governor Clements designated the Texas Department 
of Community Affairs as the administering agency . The purpose of the grant 
is to ameliorate the causes of poverty in communities within the state and 
to continue the "community action" concept as it was established in the 
Economic Oppor tunity Act of 1964, as amended , and the one amendment called 
the Communi t y Services Act of 1974. Fifty- two community action programs 
are currently funded in the State of Texas. In FFY 1983 , it is intended to 
fund the necessary number of communi t y action agency- type organizations to 
ensure that the causes of poverty are addressed statewide , including such 
special populations as migrant workers and Indians . 

Goals and Objectives , Activities to Be Supported , and Characteristics of 
People Served 

The goal of the Community Services Block Grant (CSBG) is to support 
efforts in identifying and eliminating the causes of poverty and not merely 
deal with its effects on the citizens of Texas. The CSBG will support the 
following activities : 

(1) Assure the availability of a mechanism to mobilize resources 
within the state to address the problem of poverty by funding community 
action agencies or other similarly structured human service delivery 
organizations . These agencies will (a) provide a range of services and 
activities having a measurable and potential impact on causes of pover ty in 
the community or areas of the community where poverty is a pa r ticular prob
lem ; and (b) provide oppor t unities for low- income persons to secure and 
retain employment , continue their education and training, obtain livable 
housing , and obtain emergency assistance. 
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(2) Increase the participation of the poor in the activities of their 
community in order that they can assist in solving their own problems. 

The persons to be served are those that fall at or below the official 
poverty line as established and revised by the Director of the Office of 
Management and Budget . The magnitude of the people needing these services 
can be seen from the fact that 619,626 households out of a total of 
6,629 , 000 households in Texas had incomes with an "estimated buying power" 
under $5 , 000 in 1979 . The income poverty guidelines for an average nonfarm 
family of four was $6,700 in 1979. (Data on the number of persons in Texas 
within the poverty level as reported in the 1980 Census will not be avail
able until later in 1982) . 

Geographic Areas Served 

Efforts will be made to extend the services of this block grant into 
every county within Texas with all 254 counties having some services avail
able. 

Criteria and Method for Fund Distribution 

Federal law requires that not less than 90% of CSBG funds be allotted 
to political subdivisions of the state , nonprofit community- based 
organizations , or migrant and seasonal farmworker organizations. Special 
consideration is to be given to existing community action agencies for 
purposes indentified in the Section entitled "Goals and Objectives , 
Activities to be Supported, and Characteristics of People Served. " When 
the grantee is a community action agency or nonprofit private organization, 
its Board must be constituted of one- third elected officials or their rep
resentatives; at least one- third must be chosen in accordance with demo
cratic selection procedures to assure they are representative of the poor; 
and the remainder of the members must be representative of community 
leaders in business , labor, education , religion, welfare, or other major 
groups and interests in the community . A maximum of S percent may be used 
for state administration of the funds. Up to S percent may be used for 
services provided under the Older Americans Act, the Head Start Act , or the 
Energy Crisis Intervention Program under the Low- Income Energy Assistance 
Act . 

Funding Priorities 

Allocations to service providers will be determined by considering a 
standard base allocation for each grantee, the percentage of low- income 
persons in each county served , and the population density of the area 
served . Other factors, such as estimated resource base of. each area from 
General Revenue Sharing and dependency ratio, may also be utilized in de
termining allocations if feasible . 
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COMMUNITY DEVELOPMENT BLOCK GRANT: FFY 1982 
(PROPOSED FFY 1983) 

The Department of Housing and Urban Development is presently author
ized to award grants under the Community Development Block Grant Program 
(CDBG) to units of general local government in support of housing and 
community development activities . Recent Congressional action allows for 
state assumption of the administration of the Small Cities (nonentitlement) 
portion of this program, which provides funds to nonurban counties and 
cities with a population of less than 50,000. The State of Texas received 
approximately $50 million under the program in federal fiscal year (FFY) 
1981. It is estimated that $57.6 million will be received by Texas in FFY 
1982. 

Because of the need to plan carefully for the effective administration 
of this program , Governor Clements has determined that Texas will not 
assume program administration in FFY 1982. During the coming months , t he 
Governor's Budget and Planning Office will lead a project to design a state 
plan for administering the CDBG--Small Cities Program. Local input will be 
solicited specifically for this program during the planning process. Final 
determination regarding whether Texas will assume administration of this 
program in FFY 1983 will be made this summer. 
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