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Summary of Findings

Serious questions have been raised by the
Administration and members of Congress regarding the
wide variation among States in the cost of admin-
istering the Aid to Families with Dependent Children
(AFDC)}, Medicaid and Food Stamp programs. In Fiscal
Year (FY) 1984, the Federal share per recipient for
AFDC ranged from a high of $233 to a low of about $27.
Medicaid costs ranged from $131 to $18 and Food Stamp
costs ranged from $185 to $16. The combined Federal
share ranged from $151 to $22 (mean = $56)}. Total
Federal costs for State administration of the three
programs are estimated to be $3.38 billion in FY 1987.

A number of explanations for variation in cost have
been proposed including program complexity, population
density, urbanization, state or county administration,
and economic condition of the State. We found no logi-
cal set of explanations for these wide variations other
than one that included relative State efficiency.

In this report we discuss a new method {(with two
options) for funding administrative costs on a prospec-
tive basis which would eliminate the current cost
matching system. This would:

- Provide administrative funds to States based on
a combined amount per recipient derived from
historical cost adjusted for relative government
labor cost.

- Increase the flexibility that States would have
in running their programs. States would know
ahead of time the combined rate they would be paid
for all three programs and would not have to worry
about current artificial distinctions in the cost
allocation process.

- Reduce Federal interference through the elimi-
nation of the cost allocation process and the
reduction of Federal staff.

Under Option 1, the combined amount per recipient for
administrative costs paid to each State would be
adjusted gradually up or down until it reached 95 per-
cent of the national mean for the base year, adjusted
for relative government labor cost and inflation.

Total savings over 5 years would be about $578 million.

Under Option 2, the amount per recipient would be the
lesser of (l) a State's base year rate adjusted for
inflation or (2) the adjusted national mean plus half
the difference between the base rate and the adjusted
national mean. Total savings over 5 years would be
about $688 million.
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IT.

Introduction

In September 1985, the Chicago Regional Office of
Analysis and Inspections, Office of Inspector General,
began a preliminary review of issues and problems
associated with the Federal funding of AFDC, Medicaid
and Food Stamp administrative costs. Although the
Food Stamp program is run by the Department of
Agriculture, it was included as part of this study
because of the administrative overlays with the
Department of Health and Human Services (DHHS)
programs at the State and local levels. This study
was originally suggested by the Office of the
Assistant Secretary for Management and Budget (ASMB)
which generally oversees the management of departmen-
tal programs and also has the responsibility for admi-
nistering the cost allocation process.

During the fall of 1985, questions related to the
funding of administrative costs were discussed with
representatives of Office of the Secretary (0S), the
Health Care Financing Administration (HCFA), the
Office of Family Assistance (OFA) and the Food and
Nutrition Service (FNS) in Washington, Baltimore and
Chicago. 1In January 1986, site visits were conducted
in 10 of the 15 largest States (as measured by total
Federal share of administrative cost) to get a local
perspective on how to formulate the issues and to
obtain some State reaction to various proposals to
change the method of funding administrative costs.

A draft inspection report was issued in April 1986 and
was reviewed by the Operating Divisions (OPDIV's) as
well as by the Assistant Secretary for Planning and
Evaluation (ASPE) and ASMB. We participated in an
ASPE work group on administrative costs in August and
September 1986. This final report reflects the
influence of the comments that were received as well
as input from the work group.

The Problem

Several factors were of common initial concern to
representatives of the ASMB, the ASPE and the

OPDIV's. 1In FY 1984, the teotal Federal share of AFDC,
Food Stamp and Medicaid administrative costs was about
$2.7 billion. ASPE has estimated that in FY 1985 the
Federal share of these costs was $3.06 billion and
that it will reach about $32.38 billion in FY 1987.



Page No. 2

The rate of increase in administrative cost was also
seen as important. Between 1980 and 1984, the average
Federal share of administrative cost per case for AFDC
rose by 11 percent. Over the same time period, the
average administrative cost per recipient for Medicaid
rose 40 percent and the average administrative cost
per recipient for Food Stamps rose 80 percent.

Serious gquestions have been raised both within the
Department and by members of Congress regarding both
the source and appropriateness of the wide variation
among States in the cost per recipient for each of the
three programs. As indicated in Table 1 below, the
average combined Federal share per recipient was
$56.26 ($93.73 AFDC; $54.7)1 Medicaid; $40.88 Food
Stamps}. The Federal share of A¥DC administrative
cost per recipient ranged from $233.80 in Alaska to
$26.93 in Mississippi; Medicaid from $131.72 in Utah
to $14.55 in Arizona; and Food Stamps from $185.72 in
Alaska to $16 in West Virginia. The combined rate
ranged from $151 in Alaska to $22.16 in Mississippi.
Note that 5 of the 10 States that get the most Federal
dollars for administrative cost, 5 (New York, New
Jersey, California, Texas, and Massachusetts) are
above the mean Federal share per recipient and 5
{Pennsylvania, Florida, Michigan, Illinois, and Ohio)
are below.

The Coefficient of Relative Variation (CRV) is a sta-
tistic derived by dividing the standard deviation by
the mean and provides a way of comparing the degree of
variation from the mean between separate populations
or samples. The highest CRV in cost per recipient
(.588) is for Food Stamps (the program which, because
of national eligibility standards, should be most con-
sistent across the United States). This is followed
by a CRV of .508 for Medicaid, .462 for AFDC, and .410
for the combined rate.

Over the years, a number of explanations for variation
in cost have been proposed including: program
complexity, low population density, high urban-
ization, whether a program is State or county admin-
istered and economic condition of the State. However,
no one reasocn has yet been found sufficient to account
for a great deal of the difference. State represen-
tatives sometimes gave differing and conflicting
explanations for similar occurrences. The one reason
for differences in cost that the States seldom raised
was relative efficiency. Two other serious issues
were raised specifically by the States: What is the
linkage between administrative cost and program quali-
ty? Do the States count recipients in the same way,
50 as to make the rates comparable?
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FEDERAL SHARE PER RECIPLENT (FS/R] AND FEDERAL SHARE (FS in Millions &)
FOR ADMINISTRATIVE COSTS IN AFDC. MEDICAID. FOGD STAMPS AMD COMBINED
PROBRANS, BY STATE, FISCAL YEAR 1984

------ AFDC--m-monnn- -=--==MEDILAID-umm- ~==-F000 STAMPG=~eme -COMBINED PROGRANS--
FS/R F§ F5/R ] FS/R FS FS/R F§
STATE 1§ {$000.000 $) {$006.9000) 3] {§000,000) (%) {$000. 000}
ALASKA $233.80 $3.074 $70.21 $1.4690 §185.72 #4009 $151.00 $9.672
DIST OF COLUMBIA 163.29 9,636 83.64 8.747 43,81 4.978 94,79 23,362
HEW YORK 128.82 134,037 110.94 244,046 55.05 102,821 413 4B1,504
KORTH DAKDTA 163.7% 1.803 94.97 3,201 59,87 1,877 90.81 6,941
{UTaH 87.58 3.32% 131.72 9,135 §2.31 3.943 89.70 16,420
HEVADA 119.3¢ 1,518 103,54 2,841 39,687 2,024 84,18 4,380
iDAHE 215,98 3.935 g2.11 3.901 39,27 2,487 80.07 9.423
OREGON He.21 B.329 125.77 17.534 39.43 9,131 719.03 34,994
HEN HANPSHIRE 100,83 1.645 90.78 .57 83,73 1.881 18.2% 7,103
OKLAHOMA 181,73 14,323 79,59 20,093 44,93 it.843 1171 44,261
NEW JERSEY. £10.82 39.748 67.94 40.551 48.27 24,304 71,49 104,602
WASHTNETON 138, 31 23,164 39.4% £7.802 37.02 10,323 70.41 51.289
VERMONT 114,70 2.2%0 89,14 4,51 32.18 1,441 70,04 8.262
CALIFORNIA 118.40 146.82% 43,82 189. 148 33.85 30,395 64.38 406,372
COLERADO 127,12 9,670 68,52 16,650 31,30 3,669 62.99 23.988
TEXAS 65,79 22,313 83.02 39,381 5.4 97,005 60,09 138.700
CONNECTIEUT 75.53 9.082 60.10 13.228 47.70 7.526 39.90 29,834
KASSACHUSETTS 113,04 26,363 45,40 25,387 46,73 16,772 59.92 48,523
RINNESOTA 90.29 10,354 58. 4! 19,927 4,77 9.853 38,02 40,133
S0UTH DAKOTA 91.75 1,493 Sl A f.474 .32 2,249 36,24 S.418
HARYLAND &6, 11 12,228 46,44 15,051 35.57 16,718 54,25 43,997
MONTANA 87.29 1.748 §2.77 2,930 " 35.84 2,014 54,120 6,741
NEW ¥EXICO §3.90 4,253 54,10 4,457 42,48 6.907 53,38 13,820
DELAWARE 125.29 3.044 34.48 1,629 iz. 79 1.482 32.72 6,133
PENNSYLVANIA 110.13 59,613 47,87 50.730 29.74 32,743 52.18 139.090
KEBRASKA 74.9¢ 2,762 82,14 3301 33.55 3.088 32,10 11,221
NDRTH CAROLINA g3.87 13,978 58.28 19,043 36,29 18. 367 LA . 32.188
VIRGINIA 110,82 17,260 44,53 13,433 2.4 13.047 St. 14 43,740
GEGRBIA 72,33 17.65¢ 48,22 20,308 42,31 25,449 50.08 63,434
ARTZONA 76,03 3497 14,33 1,415 39. 10 13.15% 49.93 0.2
KYDMING 106,70 0,930 310 0.530 36.86 0.959 48,95 2.419
HARAL 8 3. b4k 48.49 4.626 34,99 3. k6 48,58 11,734
INDIANA 47,63 15,233 .08 14,459 31,61 14,244 45,21 40,174
KICHIGAN $1.19 91,191 36,03 41,623 25,80 .74 43.2% 120.353
{1 ] 70,38 6,864 35,18 7.4351 35,33 7.3 42,02 21,237
FLORIDA 80.89 22,751 31.88 18.238 .48 23.3% 41.47 64,383
KANSAS 63.27 3,822 41.33 6512 322 4.083 41,34 14,39
NAINE .34 2,106 31,65 6.293 30,28 3.810 .12 12.00%
LOUISIANA 4. 94 14,090 J4.44 13.932 35,41 21677 4.02 49.698
RHODE [SLAND T1.04 3,043 32,39 3,408 33.42 2.54% 40.24 8.998
SOUTH CAROLINA 45,02 3. 6b4 §3.91 10. 160 34,08 13,616 38.90 29,439
ARKANSAS 12,31 4,580 44,88 8,650 27.907 7.986 38.49 21,217
HISSO0UR1 60.39 1137 27,15 9.588 8.2 13,366 38.48 - 3630
ILLINGIS 61,72 1. 144 21,06 34.04¢ 25.20 28.567 313,93 103,750
¥ISCONSIN 39,61 8.183 36,25 17.809 26,40 9.537 33.54 33,329
TENNESSEE .48 5.825 U.48 8,452 38522 19.844 33.06 Ja.122
ALABANA 355 B.331 26.61 . B398 20,31 17,786 L 34,745
1) 61,34 31,194 28,11 28.51% 2131 24,845 3144 84,538
KENTUCKY 47.93 7.633 27.09 12,715 24,05 14,300 28.33 34,644
NEST VIRGINIA 42,02 3. 899 32.07 3,982 16,00 4,547 27,03 14,398
KigS1SE1RPI 26,93 4172 17.46 5.282 23,48 11.960 22.18 21,414
TOTALS! $860,013 $1.078.89% §7B1.157 $2.683.334
KEAN/AVERAGE: $95.73 §54.71 $40.88 $56.26
STD DEV: $43.26 $21.79 $24,03 $23.04

CRV: 0.462 0.508 0.388 0.410
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It was clear from the discussions that at least some
of the between State variation in administrative costs
for a particular program and also the within-state
variation between programs is the result of the cost
allocation process. Although some categories of admin-
istrative cost are matched at 75 and 90 percent, the
majority of the costs are matched at 50 percent.
States have no great incentive to allocate costs in a
totally accurate fashion since it makes little dif~
ference which program pays the 50 percent. Because
there are many cost allocation systems in place, it is
difficult to make accurate comparisons. The low CRV
of .410 for the combined rate provides some evidence
for the possibility that States load cost onto one
particular program, and that on an overall basis,
State administrative costs are somewhat more alike
than first meets the eye.

Finally, some respondents indicated there may never
have been a failure in cost containment on the part of
the Federal representatives because containment of
administrative cost was never a significant priority.
Rather, the Federal representatives spent much of
their time protecting their particular program's funds
from raids by another program. The questions often
asked were: 1Is it eligible for matching by my program
or should someone else (AFDC, Medicaid or Food

Stamps) be paying for this? Seldom was the gquestion
raised: Does this item or area cost too much?

ITI. Objective

The primary objective for this inspection was to
develop and present a new method of funding the cost
of administering the AFDC, Medicaid and Food Stamp
programs which would:

C Hold constant or reduce the total Federal expen-
ditures for administrative cost,

o Reduce the inappropriate variation between States
in the unit administrative cost of serving AFDC,
Medicaid and Food Stamp recipients.

o Increase the flexibility which States have in
running their programs.

o Reduce the level of Federal interference with
State administrative activity and reduce the cost
of the Federal presence.

It was suggested to us that consideration be given to
using a sort of Diagnosis Related Group (DRG) approach
to solving these problems; i.e., the Federal Govern-—

ment could set a fair price which it would pay for its
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Iv.

share of administering these programs. States which
could operate below this amount would keep the
difference and States which could not, would absorb
the loss. In effect, the government would:

o Stop matching cost and start paying on a prospec-
tive basis.

Basic Proposal and Options

We present below a basic proposal which details the
core features of a prospective payment system for
administrative cost, along with two separate options
for setting the rate which a particular State would
receive. In a sense, these two payment options are
only examples of rate setting formulas. We recognize
that there are a variety of ways in which each of
these could be adjusted in order to vary the amount of
money which could be saved, promote equity between
States or make the proposed system more acceptable,

Core Features

Under a prospective payment system, the Federal
Government would no longer match {(at varying rates)
actual State expenditures for administrative cost for
AFDC, Food Stamps and Medicaid. Rather, the States
would be given a single combined amount per recipient
which would be available for running all three
programs. A formula would be developed to charge each
of the three OPDIV's a proportional share of the |
amounts paid to the States, perhaps on the basis of
the relative number of their clients served.

States would have wide discretion in how they spend
these funds on the individual programs. They would no
longer be required to allocate costs between the three
programs and would have increased opportunity to de-
velop joint approaches to eligibility determination,
data processing and other administrative activities.
If States find that they can administer their programs
for less than the amounts paid to them, they would be
allowed to spend the difference to support other
health or welfare activities.

The amounts per recipient which the States receive
would be based on the Federal share per recipient paid
to a State in a base year adjusted over time for
inflation. Whether a specific State would receive a
reduction or increase over the base year depends on
the actual allocation formula adopted. Two examples
of these formulas are presented below.
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Option 1

Under Option 1, the variation between States in the
amount per recipient would be substantially diminished
over 5 years by: (1) gradually increasing the

amount per recipient paid to States with historical
costs below the mean and by (2) gradually reducing the
amount per recipient paid to States with historical
costs above the mean. The amount of this reallocation
would be adjusted in relation to the State's relative
government labor cost, used as a surrogate indicator
of the overall cost of doing business in the State and
as an actuwal indicator of the relative cost of
attracting personnel. The amount per recipient would
be adjusted each year for inflation and by the end of
5 years the total annual payout, in constant dollars,
would be reduced by 5 percent.

The Option 1 formula for determining the amount per
recipient a State would receive can be expressed as:

Rri = (BRgt i * (AFrj x (Xgg =~ BR)))x Ipj_pj X RFpj
LUNGE]

Rpji = Rate (amount per recipient) a State will
receive after all adjustments in time
period "i."

BR = Base Rate, the combined amount per reci-
pient a State received for the time
period from which all later rates are
determined.

AFpj§

H

Adjustment Factor used for reallocating
funds from high cost to low cost States.
AFpy) = .05; AFp9 = .25; AFqp3 = .50; AFpy
= .75; AFgp5 = 1.

(=]

XBR = Average combined administrative cost per
- recipient in the base year for all
. States, weighted by number of reci-
pients,

ADJpj = Adjustment Factor for raising or lowering
the Xgr in relation to the relative State
government labor cost.

Ipj-r9 = Inflation in the time period prior to the
year for which the Rpj is determined.

RFPi = Reduction Factor used to adjust the total
payout down 5 percent over 5 years.
RFqp] = .99; RFpg = .98; RFp3 = .97; RFpyg
= .96; RFqps = .95.
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Illustration of Option 1

The following example illustrates Option 1:

In FY 1984, State "X" had an administrative cost per
recipient for Medicaid (Federal share) of $72.60. For
AFDC the rate was $48.20; and for Food Stamps the rate
was $42.30. The base rate (BR), which is a weighted
average of these programs, was $50.08. State X looks
fairly efficient when compared with the national
average combined administrative cost for all States,
weighted by the number of recipients (Xggr) of $53.78.

But this proposed allocation formula makes an
allowance or correction for the relative government
labor cost. State X may appear more efficient only
because it participates in a cheaper labor market and
can pay its employees less. A less expensive labor
market may also be associated with an overall lesser
cost of doing business in a State. One way to take
this into consideration is to adjust the national
average administrative cost (Xggr!) up or down in rela-
tion to relative government labor cost of a State. 1In
this example, the ratio of the national average
government labor cost ($19,142) to the average govern-
ment labor cost in State X ($16,943) is 1.130 (ADJ in
the formula); i.e., the national average government
labor cost is 113 percent of the government labor cost
in State X. The adjusted national average administra-
tive cost for State X =(Xgr : ADJ) = $47.59.

Compared with an adjusted national average of $47.59,
State X, with an average combined cost of $50.08, now
looks less efficient.

Under the proposed formula, the amount per recipient
each State receives would be gradually raised or
lowered towards the adjusted mean. A State below the
adjusted mean would get its historic cost plus 5 per-
cent of the difference between its cost and the
adjusted mean in the first adjusted year (T1;. 1In Ty,
it would get historic cost plus 25 percent of the dif-
ference, and by Tg it would get the adjusted mean.
States like State X in the example would gradually
have their rate lowered to the adjusted mean by these
same increments.

It is assumed that when the cost reporting reguire-
ments and other activities related to cost allocation
are discarded, the States will be able to operate at
an administrative cost of 5 percent less than their
adjusted historic cost. This is because of the
relaxation of Federal oversight, increased flexibility
in spending administrative dollars and reduced record
keeping. Therefore, the adjusted rate is reduced 1
percent a year for 5 years. It is important to
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note that although States may go up or down in rela-
tion to an adjusted mean, the total expenditures for
administrative cost (constant dollars}) for all States
are only reduced 1 percent per year for 5 years.
(I.e., RF in T3 = .99, T = .98 ,... Tg5 = ,95.)

Filling in the formula for State X in T;, the first
year of adjustment (and assuming no overall
inflation):

Rpj= (BR + (AFp] X ( Xgg - BR))) X RFqp
ADJry

($50.08+ (.05 x ($53.78 _ $50.08))) x .99
1.13

$49.45.

By Ts the rate for State X would be:

Rps= Xpr ¥ RF3
ADJrg

$53.78 x .95
1.13

$45.21.

Between the base year and Tg, the rate (in constant
dollars) paid to State X would go down from $50.08 to
$45.21 or about 9.7 percent. Again, 5 percent of this
reduction is explained by the lesser cost of doing
business due to deregulation of State administrative
activities and 4.7 percent by allowing the State to
vary from the historical mean only in relation to its
relative government labor cost.

Option 2

Under this option, each State would receive the lesser
of”"either (1) the national average of combined admin-
istrative cost in the base year for all States (xpg),
adjusted for relative government labor cost (ADJpj}
plus half the difference between the base rate (BR)
and the adjusted national average or (2) the base rate
(BR), adjusted for inflation.

There would be no reallocation of funds from high to
low cost states as in Option 1. States above the
adjusted mean be reduced by half the difference, while
States equal to or below the adjusted mean would be
frozen at their historic amount corrected for inflation.
Savings would come from the reduction toward the mean
of the higher cost States and not from an overall 5

percent reduction in the pool.
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The formula for determining the rates paid under this
opticn (using the same symbols as above) is:

Rpi = The lesser of:

(XBR + {(.5x (BR - XBR 1)) X ITi"Tj.
ADJp] ADJmpj
or

BR x Ipj - T3,

Illustration of Option 2

The following example illustrates Option 2:

Using the same values for State X as indicated above,
Ryij = the lesser of

$53.78 + (.5x ($50.08 - $53.78}))
1.13 1.13

$47.59 + (.5x ($50.08 - $47.59))
$48.83

or

$50.08.

Here, the rate paid to State X would be $48.83 as com-—
pared with $45.21 after 5 years in Option 1, or about
8 percent more. Under this system the high cost
States take a lesser hit, but lower cost States are
frozen at their historic rates, corrected only for
inflation. The high States could take their reduc-
tions in the first year rather than having them phased
in over time, which would result in greater and more
immediate cost savings. It would probably be more
acceptable to also phase in these changes over 5 years
as with Option 1.

Impact on the States

Option 1

Tables 2~4 below illustrate the impact on the States
of phasing in the Option 1 formula over a 5-year
period, starting with a base year utilizing FY 1984
data. FY 1984 was selected as the base year because
it was the latest year for which a relatively complete
data set was available at the time the inspection was
begun.

Although these tables provide a good overview of how
the system would work, they do not represent exactly
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COMBINED FEDERAL SHARE PER RECIPIENT FOR ADFC.
MEDICALD AND FOOD STAMPS BY STATE. IN FYB4
AND YEARS FOLLOWINE

STATE FYgd ADd 1 Al 2 ADd 3 anj 4 ADJ S

ALASKR $131.00 $146, 37 $132.32 $115.87 $99.54 A7)
DIST OF COLUMBIA 96,79 94,359 8. 79.83 12,09 LN
NEN YORK .13 91.% B4,23 5.4 66,76 56,28
NORTH DAKOTA 40.8¢ 87.6% 7.8 46,07 34,49 43.15
UTAH g§3.70 25,70 7.4 66:37 3548 “u.n
REVADA go.18 83.74 Th.bb 40,17 .83 31,83
[DAKD 80.07 mn 0,70 62,29 54.04 5.9
QREGON 79.03 76,83 10.37 62,42 5.0 47.57
NEN HANPSHIRE 78.2% 75,90 9,18 81,01 12,99 .13
OKL AHDMA mnn 75.30 b7.86 38.%0 so.il 4.4
NEW JERSEY 71,69 .3 b, 98 83.06 39.20 316.4
WASHINGTON 70.61 89.13 65.39 80,99 56,58 32,30
VERNGNT 70.04 48,22 83.11 56,59 30.58 45.08
CALIFDRNIA 54.38 63,64 62.74 561,79 60.77 %79
COLORABD 62,99 b1.84 5% 14 5.9 32.85 0,79
TEXAS 50,09 39,83 05,63 31.88 48.17 44,53
CORNECTICUT 39.%0 39.53 8.8 8.3 7.9 57.87
WASSACHUSETTS T 38.97 50.53 i8.18 57.80 .42
RIRKESETA i8.02 37,66 37.% 38. 46 38,93 39.38
SOUTH DAKOTA 36, 24 35.01 51.80 48,00 .2 40,59
HARYLAND L Wrs 33.43 inn n.e? 47,99 46,14
HONTANA 34,20 33.50 2.3 31,08 49.78 - 48.532
NEW NEXICD ¥3.38 32,72 A1 50.57 9.4 8. 34
DELAMARE s2.72 51,74 9.4 . 4603 - 44,04 .4
PENNSYLVANIA 52.18 3w iy R 31.38 .27
NEBRASKA J2.10 S 9.4 . 43.04 .98
NORTH CAROLINA 3.5 30,81 9% - 4018 45,76 45.38
YIRGINIA 31,14 3. 47 #.3 48.00 45,72 45,43
GEORGIA 50,08 .5 Wwn 4.9 .17 46,30
ARLIONA 3.9 49,36 48.59 41.7% 4,0 - 46,12
WYOMINE 48.93 43,70 £9.1% 44,81 0,43 51.06
HANALL 0.4 40.14 47,82 47.53 47,28 46.%
INDIANA 45.21 44,88 £4.90 3.0 4.4 A%.24
NICHIBAN 43,24 3.5 46.19 " s.n 55.87
I0uA 42.02 2,04 3.4 45,28 .00 8.7
FLORIDA 41,47 41.1% 41.13 41.19 .24 LA
KANSAS .5 .41 42.84 44,58 .47 8.2
FALNE 41.12 402 41.83 42.92 3.9 43.01
LOUISTANA 41.02 0,02 a2 41.81 4.8 42.93
RHODE ISLAMD 10.24 40.48 42.64 43.37 49,04 30,64
SOUTH CAROLIMA 38.%0 38.92 40,13 .0 3.3 W
ARKANSAS 38.49 36.47 39.54 40.94 2.8 43.42
N15S0URT 38. 4 8.4 .42 .72 L7 3.2
ILLINOIS 3.9 .70 38.7% 43.80 48.74 3597
K1SCOMSIN 33,54 w1 31.53 4.7 A6, 108 50.32
TEXNESSEE 33.06 35.34 5.4 38.04 10.67 3.9
ALABAMA . J2.34 15.63 39.79 £.8 47.78
RID 3l 2.3 36.43 42,01 LY 2.4
KENTUCKY 8.5 2.9 31,08 3s.02 39.98 43.43
HEST VIRGINIA 17,03 7.54 nu - 35,4 .4 .01
N1551881PPI .14 2.8 26,24 0.5 .63 0.4
NEAN/AYERAGE 1 ¥36.26 $35.43 $5.9% $32.20 $30.48 $48.80

87D DEV: $23.04 $21.%¢ $19.16 $13.52 $10.0% $7.5

CRv: 0.410 0,398 0.3%7 0,243 0.19¢% 0,153
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OPTION 1
COMBINED FEDERAL SHARE {in Millions $)
BY GTATE. FOR AFOC., MEDICAID AND FOOD
STARPS IN FYBA AND YEARS FOLLOWING

STATE FYB4 AN L Al 2 ADY 3 Al 4 ADJ 3
ALABKA $5.012 $8.794 §7.982 §6. 762 §3.980 §5.018
RISt OF COLUMBLA 23,362 22,782 21,183 19,274 17,399 13,359
NEW YORK 481,498 §68,379 430,764 3835, 683 34144 298.038
NORTH DAKDTA 6,962 8.720 5.970 9. 063 4178 3.308
UTAH 15,420 15.870 14,183 12,130 10,155 8.199
NEVADA 6,380 6.200 5.476 3.047 4.4 3.824
IDAHD 9.423 9.144 8.320 7,330 6.35% 3,407
IRESON 34,994 34,009 3182 21,123 24.358 21.058
HEW HAMPSHIRE 7.163 6.896 6.278 3,337 4.809 5,09
OKLAHOMA 44,262 44,798 40,358 35,638 29.809 24,682
KEN JERSEY 104,558 102,587 97,730 92,008 86,377 80. 847
NASHENGTON 91.291 50.219 47,497 .27 41.103 37.991
VERMONT 8.28! g§.087 T.444 6,722 6,013 5.318
CALIFORNIA 406,349 401,836 395,99 389.752 383.554 377,400
COLORADD 25.9%0 25,514 24,40t 23.093 21.807 20,543
TEXAS 138,498 135,801 128,430 £19.742 F11.188 102,783
CONKECTICUT 29,835 29,351 29,310 29,083 28,853 28,623
NASSACHUSETTS &8, 324 67.891 b67.413 b4, 981 bé. 544 66,10t
NINNESOTA 40,135 39.887 40,093 40,438 40,764 41.077
SOUTH DAKOTA g.418 3.299 4.9%1 4,624 4,264 3910
HARYLAKD 43,9% 43,328 41,987 40,442 38,920 37421
HONTANA 6. 742 6. 653 65127 8,381 6192 6,033
NEN MEXICO 15.81% 13,423 15,322 14,986 14,653 14,325
DELANARE 6,189 b, 041 L 3,455 S.144 4.838
PENNGYLVANIA 139,100 137,943 137483 137,237 136,965 136,669
NEBRASKA 11.220 1,046 10. 690 10.2n 7.871 7.472
NORTH CARULINA J2.1%0 51.481 30,219 48.788 47.378 43.983
VIRGINIA 8.762 43,183 42,193 41,079 39,977 34.889
GEORGIA 63,428 62,713 61.748 50,751 59742 58.740
ARIIONA 20,269 20,039 19.724 19.388 19,054 18.722
KYOMING 2.41% 2.408 2.428 2,481 2,493 2,52}
HANALI 11.734 i1.629 11,552 11,483 11,414 11,344
INDIRKA 40.172 39.877 39.8%4 40.007 40,109 40,200
HICHIGAN £20, 364 121,504 128,787 137,998 146,993 155.770
10WA 25,236 21,255 21.9%7 22.887 23.734 24,817
FLORLDA 64,387 63.89% 63.854 63.949 64.029 54,093
KANEAS 14,396 14,414 14,910 15,351 16.178 16,783
NAINE 12,010 11.981 §2.218 12,536 12,844 13. 146
LOUISIANA 43,458 49,451 49,941 50,655 SL34S 32.009
RHODE TSLAND 8.9%8 9.982 9,334 10,143 10,742 11,324
SOUTH CARDLEINA 29.4%7 29,430 30,370 31,368 32,731 33.863
ARKRNSAS 25,218 21,209 21,794 22,546 23314 24,045
H1SS0URI 36,389 36,352 37,281 38,503 39.492 40,849
ILLINGES 103,759 106,121 [18.511 135,597 149,059 163.818
HISCONSIN 3u.524 36,187 3%, 834 44,434 48.913 33,29
TENNESSEE 35.118 35,419 37,444 40. 453 43.200 £5.879
ALABANA .74 35,31 38.592. 83,315 §.938 52,259
GHID 84,349 86,864 8,503 112,984 127, 146 140,989
KENTUCKY 34. 654 35,373 39,239 44,063 48.780 53,388
KEST VIRGINIA 14,399 14,673 16,477 18.036 19.8%4 21.689
MISSISSIPPI 21.418 22.0%2 23,384 29.474 33.475 37,388

——— - - -

TOTALS:  $2.720.035 $2.592.85% #$2.665.678 $2,638.300 $2.611.323 42,384,143
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ey TABLE 4 F ek d

OPTION |
PERCENT CHANGE [N COMBINED FEGERAL SHARE
PER RECIPIENT FOR AFDC, SEDICAID AND FOOD
STANFS BY STATE BETWEEN TIME PERIODS

FS/R 84 A L Al 2 ADd 3 ADJ 4 FS/R B4

STATE 0 Al | 70 A 2 0 Al 3 0 ADJ 4 70 ADd § 0 ADJ 3
ALASKA -3.07% -9. 464 ~12.56% -4 108 =14.09% 44, 691
DIST OF CHLUMBIA 2,48 =7.02% -9.012 “§.73% -10.57% =33, 407
NEW YDRK ~2.72% -8.03% ~10.47% -11.47% ~12.71% -38. f0%
NORTH DAKOTA -1.47% =11, 163 ~13, 161 -17.52% -20.82% -52.49%
UTAH -3.35% ~10,63% ~14,34% -16. 428 ~19.26% -30.06%
NEVADA -2.83% -8, 48 -11,08% -12,13 -13.47% ~40.07%
IDARD -2.96% -9.01% =1, 90% ~13, 288 -14,98% -42.42%
CREGON -2,81% -8, 401 -11.01% -12.14% -13.051 ~39.83¢
NEH HAMPSHIRE ~2.9%% ~-B.95% -15.B1% -13. 141 -14,84% -42,351
OKLAHOWA “3. 07 -%.88% -13.201 ~14,92% ~17.20% -4, 65%
MEM JERSEY -1.92% ~4.73% -5.86% 6,124 -6, 40} =22, 714
WASHINGTON -2.09% -5, 42% -6.7% =7, 18% =107 -25.93%
VERNONT -2, 60% -7, 368 -9.70% -10.54% -11.561 ~35.63%
CALIFORNIA -3 ~1.45% -1.38% -1.3%% -1 60% -1 2%
COLORADD -1.83% -4, 361 -3, 34X -3.574 ~5.80% ~20.948%
TEXRS =2.09% ~5. 4% ~4.78% =7,15% =7.56% -23.891
CONNEETIELT =0, 95% -0.81% =0,78% -0, 794 ~0.80% ~4, 081
MASGACHUSETTS ~0.923 “0. 74 -0.641 -0, 652 =0.68% -3,34%
HINNESOTA -0, 424 e.52% 0. 851 0.01% 0.77% 235
SOUTH DAKOTA =2, 19% «3.83% -1.35 =1.7%% -8, 30% -27.83%
KARYLAND =1.52% -3.091 -3, 687 =3. 74 ~3. 858 ~14,94%
NONTANR -1.2%% =216 ~L AT . =2.50% -2.53% -10. 48%
NEW MEXICO -1.23% -1, 94% ~2.1% <2, 2% -2.24% -7.431
DELARARE -1.85% -4, 4% -5.48% =5, 70% -3.95% =21.40%
PENNSYLVARIA -0.83% -0, 338 ~0.18% -0,20% ~0.22% -1.73%
KEBRASKA -1 35% =3.23% -3.851 -3.99% -4, 03% =15, 98%
NORTH CAROLINA -1.361 -2.45% -2.85% ~2.891 =2.74% -11.89%
VIRGINIA -1.32% =2.29% -2.54% -2, 68% =72 =11, 13%
BEORELA -L2x -1.31% ~1,43% ~1.861 -1, 681 =7, 39%
ARTZONA -1 4L -1.96% -L -1.73 -1.74 ~7.63%
SYORING =0, 51% 0.92% 1,353 b.28t 1,221 4.31%
HAWATI -0.91% -0, bb% =0, 5% =0.60% -0.61% -3.34%
INDIRNA -0.74% 0.04% 0.28% 0.26% 0.23% 0.07%
NICHIGAN 0. 78% 3.99% 1.i51 b.52% 5.97¢ 29.20%
10WA 0098 3.30% §, 147 3,882 3632 15.92%
FLORIDA =0,76% -0.471 ¢.151 0.12% 0.10% -0, 45%
KANEAS 0.13% Y447 4,308 4,028 3.76% 16, 59%
NAINE ~-0.25% 1,988 2,610 2,474 2.34% 3.431
LOUISIANA -0.50% 0.99% 1,431 1,361 1.29% 4.65%
RHODE ISLAND 0.61% 3.32% b.41% 5.88% AL 23,83
SOUTH CARGLINA 0.04% 3128 J.94% 3670 Jo k6 15.04%
ARKANSAS =0.048% 2. 3.53% 3,32 313 13.321
LBEENEY =0.10% 2,58 3.20% 3 090 2.91% 12,254
ILLINGIS 2.28% L1672 13.03% 11.27 9.90% 37,881
WISCONSIN 1.87% 10,131 11.30% 10.08% 8.93% 50.02¢
TENNESSEE 0.88% 5.28% 1471 6.79% 6.20% 30,641
ALABANA 1.89% 10, 24% 11, 60% 10, 14% 9.01% 50,541
OH1D 2,742 13.40% 14,707 12,534 10.8%% 46, 733
KENTUEKY 2.08% 10.931 12.29% £0.70% 9.45% 94,062
KEST VIRBINIA 1.90% 10,251 11.42% 10,18 9.02% 30, 43%

H1SSISSIPPI 3.15% 14,50 16,111 13,574 11.48% 74,55%
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how a given State would fare, particularly in the
early years. For one thing, there are now inconsis-
tencies in how Statas count the number of recipients
served on an annualized basis. These differences are
likely to occur between programs administered by dif-
ferent agencies within the same State, between coun-
ties in county administered programs, and between
States. States which have the least duplicated counts
of recipients would have a higher cost per recipient
for the base yvear. However, the proposal assumes (and
in fact requires) that a common method of counting
clients be promulgated and initiated before the system
is implemented. There will need to be some auditing
of the recipient counts so that States do not under-
count for the base year and overcount for the years
following.

It must be remembered that FY 1984 (as base year) repre-
sents a sample in time which may or may not be repre-
sentative of a State's usual or average experience.

For example, a State may have a high cost per reci-
pient in the base year because certain extraocrdinary
expenses were loaded on that period or because certain
very high expenses, such as capital expenditures hap-
pened to be paid that year. 1In addition, there may
have been adjustments based on past audits, etc., which
could push a rate up or down, regardless of reported
expenditures during that year. A State with an arti-
ficially high or low base year would have an apparent
burden or bonanza as adjustments are made over the
5—-year period. But a virtue of this option is that
over time all these artificial or sampling variations
wash out, and in the end only the variation associated
with relative State labor cost and number of clients

is left in.

Tables 2 and 3 show the combined rates and total
dollars Federal share in the base year (FY 1984) and in
five succeeding time periods under the proposed

system. As indicated above, the rates are gradually
adjusted downward for those above an adjusted mean and
upwards for those below, in increments of 5, 25, 50,

75 and 100 percent of the difference. In addition,
each rate is dropped by 1 percent a year over 5

years. These examples assume no increase in the

number of recipients and no overall inflation in cost.

As indicated in Table 3, the total amount (in constant
dollars) paid by the Federal Government after adjust-
ment 5 would be $2.584 billion which is about 95 per-
cent of the $2.720 paid in FY 1984. Note, however,
that the average State rate after adjustment 5 would
be $48.80 which is only 87 percent of the average
State rate of $56.26 in the base year. The difference
between reduction in total pay out and reduction in
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rates is explained by the fact that this is not a
weighted average of the cost per client, but an
average of State rates. Notice that as desired, the
CRV for rates falls from .410 in FY 1984 to .155 after
adjustment 5, an indication that, over time, the
States get more and more alike in the rates which they
receive,

As shown in Tables 3 and 4, there are fairly big win-
ners and losers under this system, although gains and
losses would probably not be quite so significant
after a common system for counting recipients is
instituted and after taking into consideration the
effect of the base year being a sample in time. Among
the large States the rate for New York would go down
38.10 percent; New Jersey - 22.7 percent; California -
7.12 percent, Texas - 25.89 percent Massachusetts -
3.54 percent, and Pennsylvania - 1.75 percent. But,
the rate for Michigan would rise 29.20 percent,
Illinois + 57.88 percent and Ohic + 66.75 percent.

There are other modifications to Option 1 that might
be considered. One would be to reallocate only a por-
tion of the difference between a State's historic rate
and an adjusted mean. This would mean lesser reduc-
tions for high cost States as well as lesser increases
for the low cost States.

Table 5 below shows the rate and total Federal share
that would be paid to the States (after 5 years and
with a 5 percent reduction in the pool) if 50 percent,
75 percent and 100 percent of the difference between a
State's historic rate and an adjusted mean were paid.
For example, New York was paid $94.15 per recipient

in FY 1984 and would receive $73.86, $66.07, or $58.28
with 50 percent, 75 percent and 100 percent realloca-
tions. This would involve reductions of 21 percent,
30 percent and 38 percent. Conversely, Illinois would
gain 26 percent, 42 percent and 58 percent under the
same allocations.

The primary advantage of stopping reallocation at

50 or 75 percent of the adjusted mean is that it soft-
ens the blow to the high cost States. It implicitly
recognizes that there may be more complex sources of
appropriate variation than are represented in the for-
mula. These same advantages are also disadvantages in
that the low cost States may still be locked into
artificially low expenditure patterns, while high cost
States are allowed to continue spending at more
inflated levels.

Option 2

Table 6 shows the impact of the Option 2 formula if it
were implemented all at once. It would also be
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ALASKA

2157 OF COLUMAIA
NEN YORK
NORTH DAKDTA
UTAH

NEVADA

1DAHD

OREGON

NEN HAMPGHIRE
OKLAHO¥A

NEW JERSEY
WASHINETON
VERMONT
CALIFORNIA
COLERADD
TEXAS
CONKECTICUT
MASSACHUSETTS
MIKNESDTA
SOUTH DRKDTA
NARYLAND
NONTANHA

KEW HEX1LO
DELAWARE
PENNSYLVANIA
NEBRASKA
RORTH CAROLINA
VIRGINIA
GEORGIA
ARTZONA
NYORING
HAWAII
INDIANA
RICHIGAN

1OWA

FLORIDA
KANSAS

MAINE
LOUISIANA
RHODE ESLAND
SOUTH CAROLINA
ARKANGAS
H155GUR]
ILLINOIS
RISCONSIN
TENNESSEE
ALABAMA

GHID

KENTUCRY

HEST VIRGINIA
¥ISSISSIFPI

TOTALS:

HEAN/ AVERAGE:
870 DEW:

CRYV:

15

COMBINED FEDERAL SHARE PCR RECIPIENT (FG/R} AND TOTAL FEDERAL SHARE

Fdct TABLE 5 #+ ¢ % ¢

DPTIGN |

(FS :n Nillion $) FOR AFDC. FOOD STAMPS. AND MEDICAID FOR FYB4 AND AFTER FIVE

YEARS WITH 50%. 75% AMD 1001 RE-ALLOCATIGNS TOWARDS AN ADJUSTED MEAN

50% 15t
FYB4 RE-ALLOCATION RE~ALLACATION
amasss ssssEssssssssssassassa zsEssssEsssssz=gosacc
F8/R 5 FS/R Fs FE/R F§

{$}  {$000.000) t9)  1$000.000) (£} 1$000,000)
$158.00 $9.072 ${13.48 %6,618 $98.30 $3.918
3,79 23,342 78.21 18.876 71.34 17,218
54,15 481,504 13.8h 377,753 &b, 07 337.884
50,81 6,961 84,71 4,950 33,93 4134
29.70 16,420 63,04 11,89 34,90 10.049
86.18 6,380 66,76 4,942 59.20 4,383
80.97 9,423 61.01 1.1 33.47 6,293
79.05 34,994 61,33 27,43 54,45 24,104
78.29 7,108 3975 5.423 52,44 4,759
7.7 45261 57,69 34,318 19,59 29.458
71,69 104,402 6l.78 0. 109 38.59 85.474
70,61 51,289 39.69 43.358 35,99 40674
70,04 B.262 5. 81 6,383 30, 4% 3,951
64,38 404,372 60,48 381.727 60,14 379,564
62,9 23.988 34,81 22,616 3230 21,580
60,09 138,700 30.81 117,274 47,87 11¢.028
59.90 29.8%6 §7.1% 28.483 7.3 28,553
§9.52 8,523 36.98 £3.599 .20 63.830
38,02 40,133 §7.23 39.402 38,32 40,339
6. 24 5.418 47,01 4,528 43.80 4.219
54,29 £.997 48.84 39. 409 .49 8,515
94,20 6,741 130,00 6.220 .26 b.128
53,38 15,820 49,52 1477 R 1K 14,301
2.1 6,153 45,74 3.343 13,50 3.090
52.18 13%.090 50.42 134,403 30.84 135,534
5210 11,221 4.74 10,086 453,36 9.769
51,5t 52,186 47,14 47.780 46.27 44,882
.14 43,780 47.01 40,231 46,23 39,360
30.08 63.434 46598 5%.501 46,68 5912t
8.9 20,271 45.78 18.9%0 46,45 1B.836
48.%3 2,419 48.78 2,410 48,92 2,467
48.38 11,735 $6.55 11.247 46,76 11,293
45.2t 4.175 44,10 39,184 44,67 39,692
5.2 120,533 48.47 135, 149 Ja.17 1435, 43%
42,02 2t.237 44,32 22.3% 46,51 23,507
.47 64,385 40,34 62,630 40.81 63,361
41,34 14,396 43.78 15,23 45,9 16.008
.12 12,009 42,03 12,277 43.52 12.712
41.02 49,458 40,95 49,411 41.94 30.810
40.24 8,998 44,44 9,936 47.54 10,430
38.90 29,439 40,83 30,916 §2.80 32,391
36.4% .27 40.0% 22,100 41.85 23.0712
38,48 36,391 39.88 31,710 41,54 39.21
33.93 103,750 42,90 £31.181 48.2% 147,505
33,94 35,529 41,09 43.522 43.76 48.407
33.08 359,122 37,30 39,623 40,23 42,731
374 .74 30.97 42,619 43.38 47,439
L4 B4,358 41.13 110,659 . 46.79 125.824
28,33 34,048 35.28 43,152 39.46 48,270
21.03 14,358 33.20 17,484 36,98 19.684
22,16 21.414 9.8 28,865 %2 33.128
$2.720.048 $2,384. 105 $2.584.123

$36.26 $391.12 $49.%

$23.04 $13.53 $9.9%

0,410 0.263 0.199

1084
RE-RLLGCATION
FE/R F§

($)  ($000.000)
$83.52 $5.018
a4, 48 15.55%
38.28 298,038
43,18 3.308
44,79 8.199
363 3.824
43,94 3.407
41,37 21,058
45,13 4,094
41,49 24,682
§5.41 §0.847
32,30 37.991
45.08 3.318
.79 377,400
45.79 20,543
44,53 102,783
57.47 28,623
3742 b6, 10t
59,38 41.077
40. 5% 3.910
45,14 37.421
8.52 $.033
48,34 14,325
41,44 4.838
31.27 136,869
§3.98 9.472
45,38 45.983
45.43 "38.889 -

46.38 38.74¢
46.12 18.722
31,04 2,323
46,94 11,344
43,24 40,200
33.87 155.770
48,71 24,617
41.28 64,093
85,22 16,785
15.01 13,146
42,93 52,009
30. 64 11,324
44,73 33,868
43.62 24.043
43,20 40,849
33,97 163,818
30,32 3292
43.19 45.879
47.78 52,289
32.43 140,989
43,85 53. 388
.71 21,689
38.68 37.386
$2,584. 143

$48.80

$7.36

0.133
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OPTION 2
Page No. 16 CONBINED FEDERAL SHARE PER RECIPIENT (FS/R) AND TOTAL
FEDERAL SHARE (FS) FOR AFDC, FOOD STAMPS AND MEDICAID FOR
FYBA AND AFTER FIVE VEARS
FYae AFTER § YEARS CHANGE AFTER § VEARS
ERREREEINNAITISISARTES SELSdTEnIInE=NsSSTRaT -+ 44 441 -
FS/R £ FS/R £ £S/R F5 1

STATE ($)  ($000.000) ($)  15000.000) (6) ($000,000) CHANGE
ALASKA 515100 $9.072 S04 41T 3054 -$1.895 20,891
NORTH DAKOTA %0.81 5,961 88,11 5,222 2270 =140 24,99
UTAH 970 16,420 6843 12.526 22 -3.89 23,72
OKLAHONA I 46,26t 60,72 36120 705 -10.140 21,92
NEW YORK 94,15 481,504 WIS 3781 -16.40  -53.890 7,42
NEVADA 86.18 5380 70,27 5,203 450 -hTT 18,46
10AHO 80.07  9.423 54,22 7.857 1585 -1.86 -19.80
NEN HANPSHIRE 78.29 7.105 62.90  5.708 1539 1397 -19.85
DIST OF COLUMBIA 9679 23.362 .52 19.870 4T 3R 14,95
OREBON 79,05 34,99 .56 28,580 BTN -18.33
VERNONT 70.04 8.262 53,75 £.930 AL -L3R 16,12
HAGHINGTON 0.1 51,289 62,83 45.640 8 ek 11,02
SOUTH DAKDTA 55,24 5. 418 49,48 1767 b 0.5 -12.02
NEW JERSEY .69 108,402 BS.00 94882 660 -9.750 .3
TEXAS 50,09 138,700 348 123.446 bl -15.25 -11,00
COLORADD 62,99 25.988 51,70 23.808 529 2182 -840
DELARARE .72 b155 4817 5,624 455 -0.53 -8,63
NEBRASKA 210 1221 920 10.5% 2.9 -0.628 -5,57
NARYLAND .25 43,99 S ALed 28 -2.304 5,23
NORTH CAROLINA SIS 8218 966 50,295 .87 L8l 583
VIRGINA S04 43,780 049 42,388 L5 -1.412 4.3
NONTANA 54,20 5,741 52.64 4,547 LS -0.19 12,89
NEN NEXICO .38 15.820 215 15.449 28 03N 2.3
CALIFORNIA 6,30 408,372 §3.66 401818 072 kS8 112
AR 120N 9.9 20,201 W4 199 089 -0.282 -1.38
SEORGIA 50,00 43,434 A5 62,68 0,83 ~0.801 1,25
CONNECTLCUT 59.90 29,83 §9.90 29,83 0,00 0.000 0.00
HANALT 058 1173 858 10.7% .00 0.000 0,00
NASSACHUSETTS .52 68,5 .52 60.53 0,00 0,000 0.00
PENNSYLYANIA 2.8 139,090 2.8 139,090 0.00 0.000 0.8
FLORIDA MAT bA.385 AT A28 0.00 0.000 0,00+
IND1ANA 20 40176 5.2 40.17 0.00 0,000 0,00
LOUISTANA .02 49,69 1,02 49,698 0.00 0,000 0.00
MINNESOTA 802 40.R 0,02 4011 0.00 0000 0.00
HYONING 18,95 2.419 48,95 2,419 0.00 0,000 0.0
NAINE M2 12,008 12 12,009 0.00 0000 0,00
XISSORI WA I 048 36,391 0.00 0.0 0,00
ARKANSAS WA 2217 W49 2021 0,00 0.000 0.00
SOUTH CAROLINA 90 29.439 890 2940 0.00 0.000 0.00
104 2.0 1.2 2,02 2.3 0.0 0.000 0.00
KANSAS 3 3% A3 130 000 0.000 0.00
TENNESSEE W IR W IR 0.00 0,000 0.00
RHODE 1SLAND 0.4 8,99 024 8.9% 0,00 0.000 0.00
NICHIGAN 324 120,55 .24 120,555 0.00 0.0 " 0,00
NEST VIRGINIA 703 14,390 7,03 14,39 000 0.000 0.00
KENTUCKY .33 3,648 W33 36648 0.00 0.000 0.00
ALABANA W W W W 0,00 0,000 0,00
NISSISSIPPE 2.6 .44 MWis 2.4 0.00 0,000 0.00
HISCONSIN RS 1959 RS 5.5 0,00 0,000 0,00
1LLINOIS 3393 103.7%0 W 103,750 0,00 0,000 0,00
OHIO WA Bh.S5 4 BAE% 0.00 0.000 0,00

TOTALS: $2.720.068 $2.55.379 -$163,489
NEAN/ AVERAGE $56.26 851,39

STD DEV: $23.04 $15.44

CRY: - 0410 0.320
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VI.

possible to phase it in over 5 years as was done under
Option 1. Under this proposal, 25 States and the
District of Columbia would have their rates decreased
while 25 states would remain the same (except for
corrections for inflation.) The percent of change for
those that would lose ranges from about 1 to 25 per-
cent. Total savings (not including reduction in
Federal personnel) in 1984 dollars would be about $164
million. New York, with a reduction of $83.9 million,
takes the largest total dollar hit, followed by Texas
at $§15.3 million and Oklahoma at $10.1 million. Of
the remaining States that lost, three are reduced be-
tween $5 and 10 million, nine between $1 and 5 million
and seven less than $1 million. The Coeficient of
Relative vVariation for the Federal share per recipient
moves from 0.41 in FY 1984 to 0.323 after reduction as
compared with 0.155 after adjustment 5 in the Option 1
formula. States would be somewhat more alike in the
amounts they receive, but there would still be an
almost 4 to 1 ratio between the highest and the lowest
State.

Impact of Prospective Payment on the Federal Role

Implementation of any of the options for the new
system will require changes in how the OPDIV's conduct
business with States. For the system to work, it is
necessary that the OPDIV's do in fact relax their
oversight of administrative activity and that they do
not place unnecessary new process requirements on the
States. Currently the Federal Government shares at
least part of the risk associated with increased regu-
lation because it matches costs. If Federal require-
ments drive up the cost of administration, the
government at minimum pays for half of the increase.
Under either of the Options, it would be necessary to
establish a routine process for estimating the cost
associated with new regulations so that it can be
included in the amounts given to the States. An
advantage to the OPDIV's would be that, as they are
removed from monitoring cost and from telling the
States how to achieve a result, they could spend addi-
tional efforts on developing and monitoring more
sophisticated outcome measures.

Each of the three programs (AFDC, Medicaid and Food
Stamps) would have to participate in the revised system
if it is to work. If one OPDIV were to continue to

pay a share of administrative cost, while the others
pay a prospective rate, States would have an incentive
to charge as much as possible to the cost based
program. In addition, the administration of these
three programs is so interrelated at the State and
local level that maintaining a cost allocation system
for one program would require almost the same expense
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VII.

and complexity of a cost allocation system for all
three.

The development of a common system to count recipients
and a method to assign the per recipient amounts to
these separate budgets will reqguire the cooperation of
all three programs. In addition, the States indicate
that they would like to see additional work done on
establishing more common eligibility requirements for
recipients either by regulation or changes in legisla-
tion. Cooperation between AFDC, Medicaid and Food
Stamps on these types of problems could lead to new
ideas for an improved overall approach to welfare
administration and could feed into the Secretary's
efforts on welfare reform.

Other Questions and Issues

Impact on Activities Supported by Special Match

Consideration must be given to the potential impact of
the proposed funding mechanism on those activities
currently supported by special matching rates. These
include Medicaid family planning activities and

design and development of Medicaid Management
Information Systems (MMIS) at 90 percent; and support
of skilled medical professionals and operation of MMIS
at 75 percent. For AFDC, the match for management
information systems (FAMIS) is 90 percent. For Food
Stamps, automated data processing (ADP) development
costs and fraud control are funded at 75 percent.
(Medicaid fraud control units are also funded at 90
percent but not included in the administrative costs
reported here.)

There have been legislative proposals put foreward by
the Department recommending the immediate elimination
of the HCFA special match and the phasing out of FAMIS
special match by FY 1992. It is maintained that since
every State now has an approved MMIS, it is no longer
necessary to provide special incentives to encourage
Medicaid data system development. In addition, it is
believed that in a time of tight money, the States
must begin to carry a larger share (50 percent) of the
burden for these and the other special activities.
Reduction of Medicaid special match also has the
effect of imposing an across the board cut in the
Federal share of administrative cost that averages
about 16 percent, with significant associated dollar
savings.

We agree with HCFA and the Department that special
Medicaid funding for MMIS has probably outlived its
usefulness. There appears to be evidence that scme
additiconal investment in AFDC data systems (FAMIS)
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would be advantageous, although this issue was not
discussed in detail during our field work. But rather
than cutting back on all special funding for Medicaid
while at the same time slightly increasing the money
available for FAMIS, we would, under both Option 1 and
Option 2, leave the Medicaid amount in the base (which
is gradually redistributed over time) and not put
additional funds in for FAMIS. This would have the
advantage of diminishing somewhat the sudden effects
of the proposed redistribution and would be a lesser
blow to the States than removing all Medicaid special
match at once. It would also provide a predictable
amount per recipient, which could be used for special
activities, including FAMIS, at the States' discre-
tion.

We again stress that under the core proposal the
States would have the option of investing in those
activities which they thought most useful in improving
program performance and achieving outcomes required by
Federal legislation and regulations. An advantage
here is that States would be more likely to look
closely at the value received from those expenditures
where they pay a larger share of cost and keep the
savings, than where they pay only 10 or 25 cents on
the dellar for the same product. In addition, the
States would have greater incentive to develop joint
computerized eligibility determination systems useful
for all programs if they do not have to justify
exactly the benefit to each specific program in order
to get a special match from that program.

Government Labor Costs as a Measure of Appropriate
Variation in Administrative Cost

Both options included in this paper use relative
government labor costs to partially adjust the amounts
that the States would receive. However, some
gquestions have been raised as to whether the variation
associated with government labor costs is an adequate
surrogate measure of the desired variation in admin-
istrative costs. What about all the other sources of
variation? What about the relationship between admin-
istrative cost and quality?

Qur summary response is:

o} Labor costs constitute a significant majority of
all AFDC, Food Stamp and Medicaid administrative
costs.

o} The index used to adjust rates for relative

government labor cost is derived from information
objectively determined by the Department of
Labor.
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o) Some variation is essential in a pluralist
Federal system, but differences in cost per
client between the high and low rate States of
ovaer 750 percent seem excessive.

o Neither conversations with State representatives,
nor review of background studies indicated any
one or two factors that made clear exactly what
accounts for wariation in cost. We have seen no
measure of guality that explains variation in
cost. In fact, a number of the proposed explana-
tions for high cost were conflicting. However,
relative State efficiency certainly plays a part.

VIII. Estimate of Savings

Option 1

Savings from Option 1 would come from three scurces:
(1) Gradual reduction in total outlay by 1 percent a
vear for 5 years (1 percent in year 1, 2 percent in
year 2, ... 5 percent in year 5); (2) Not increasing
the base amount each year by the anticipated growth in
the Federal share of FAMIS cost over and above infla-
tion; and (3) Reduction in Federal salaries and bene-
fits due to phasing out the matching cost allocation
process.

ASPE estimates that in FY 1987 the Federal share of

AFDC, Food Stamp and Medicaid administrative costs

will be $3.38 billion. Assuming a modest 3 percent

rate of inflation (less than the historical rate of

growth of administrative costs) no increase in the

number or recipients and a gradually reduced rate of
payout, savings in FY 1987 would be $33.8 million; FY 1988
- $69.63 million; FY 198% - $107.57 million; FY 1990 -
$147.74 million; and FY 1991 - $190.2 million.

OFA estimates that the cost of the Federal share of
FAMIS was $28 million in FY 1986 and would be: $35
million in FY 1987; $49 million in FY 1988; $30
million in FY 1989; $23 million in FY 1990; and $19
million in FY 1991. Savings achieved by not
increasing expenditures for FAMIS above the base year
amount of $28 million would be: $7 million in FY
1987; $2]1 millicon in FY 1988; and $2 million in FY
1989. There would be an increase above anticipated
expenditures of $5 million in FY 1990 and $9 million
in FY 1990. Total savings over 5 years would be $16
miliion.

We estimate that overseeing the matching of admin-
istrative cost and administration of the cost alloca-
tion process requires the services of at least 60
Federal full time equivalents (FTEs) which can be
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broken down as follows:
State and the District of Columbia from the OPDIV's in
the Regions = 51
Cost Allocation in the Regions;
central offices to manage this process.
grade level of 12.5 ($35,800 per annum salary plus 14

percent in benefits) and at a 3 percent per year

FTEs;

(1)

inflation, the savings would be:
1987; $2.52 million in FY 1988, $2.60 million in FY
1989; $2.68 million in FY 1990 and $2.76 million in FY

.33 FTE per program per

{2) 4 FI'Es from the Divison of
{(3) 5 FI'Es from
At an average

$2.45 million in FY

1991.

Total Option 1 savings over 5 years would be $577.95 million:
FY 87 FY 68 FY 89 FY 90 FY 91 Total

% Reduction ~$33.80 -569.63 -$107.57 | =$147.74 | -$190.20 -5548.94
of Pool
Reduction in
Special Match - 7.0 - 21.00 - 2.00 + 5.00 + 9.00 - 16.00
Raduction in
Federal
Personnel - 2.49 - 2.52 -~ 2.60 - 2.68 - 2.7ﬁ -13,01
Total -543.25% -§ 93.15 ~$112.17 | -$145.42 —31!3.9% -$577.95
Option 2

Under Option 2, there would be a 6 percent reduction from
Assuming that it
would be phased in at 1.2 percent a year over 5 years, with
similar reductions in special match and Federal personnel as
in Option 1, the savings would be $687.71 million:

implementing the formula immediately.

FY 87

FY 83 FY 8% Y 950 PY 91 Total |

geiuction in -$40.56 -~$83.54 -$129.10 | -8177.26 | -$228.24 -5658.70
ate

Reduction in
Special Match - 7.0 - 21.00 - 2.00( + 5.00f + 9.01 - 16.00
Reduction in
Federal
Personnel - 2.4% - 2.52 - 2.60 - 2.68 - 2.74 =-13.01
Total -$50.40Y -$107.06 -$133.70 | -$174.94 | -$222.0Q -$667.71




Page No. 22

APPENDIX



t &b TABLE 7
FEDERAL SHARE PER RECIPIENT {F5/R) AND FEDERAL SHARE (FS in Millions #)
FOR ADMINISTRATIVE CDSTS IN AFDC. MEDICAID. FOOD STANPS AND COMBINED
PROGRAXS. BY STATE. FISCAL YEAR 1984
------ AFDC---mmm - =====MEDICAID=mmemn
FSIR F§ FS/R Fg
§TATE ($) {§000.000 i$) ($006.,000)
ALABAMA $55.33 $8.53! §26.61 $8.398
ALASKA 233,80 3,374 10,21 t.4%0
ARIZONA 76,03 5.497 14,55 1,613
ARKARGAS 123 4,580 44,85 §,630
CALIFORNIA 118,60 146,829 49.82 169,148
COLGRADD 127,12 9,870 68,32 10,630
CONNECTECUT 15,58 9,082 60,10 13.228
DELAWARE 125.29 3.044 34,48 1629
BIST OF COLUMBIA 163,29 9.5636 83.84 8.747
FLORIDA B0.89 22,731 31.86 18.238
BEORGIA 72,58 17,659 48.21 20,306
HAWALT 17.39 S.ba4 48,49 4,626
[DAHD 215,98 3,955 82.11 3.001
TLLINDIS 61.72 41,144 27,46 34,040
INDIARA 67,63 1,233 34,09 14,599
[OWA 70,33 6.B64 35,18 7,031
KANGAS 83.27 5.822 41.33 4,512
KENTUEKY 47.93 7,633 27.09 12,715
LOUISIANA b4.94 14.09¢ ML 13.932
NAINE 41,74 2,106 51,65 6,293
HARYLAND 66,11 12.228 46.44 15,051
NASSACHUSETTS 113,06 26,363 43,40 25.387 .

HICHIGAN 91,19 31,198 36,03 41,623
NINNESOTA 90.29 10,334 38. 41 19.927
NISSISSIPPI 26.93 4,172 17,46 3.282
MISSOURE 40,59 11137 2715 9.5688
HONTANA 87.29 1.748 62,77 2.32¢
NEBRASKA 74.%0 2,782 62,14 3.371
NEVADA 19,30 1,518 §03.34 2.641
HE# HAMPSRIRE 100,83 1,643 90,74 3.579
NEW JERSEY 119,82 39.748 b7.%4 40.353
NEW MEXICO 83,90 4,255 56,10 4,657
NEW YORK §28.82 134,037 110.94 244, 644
NORTH CARGLINA §1.87 13,973 58.28 19.843
HORTH DAKOTA 163.79 1.883 94,97 3.201
ORI 41,34 31.194 28,11 28,519
OKLAHEMA 181,73 £4.325 79,59 20,093
ORERDN 116,21 8,329 125,77 17,534
PENNSYLVANIA 1018 S5.615 47.87 50.730
RHODE [SLAND 71.04 3,043 32,59 3,408
SOUTH CARDLINA 43,02 5,684 3.9 §0. 180
SGUTH DARDTA 91.78 1493 3149 L.bTs
TENNESSEE 44,48 6,825 24,48 B.452
TEXAS £3.79 22,33 B3.02 59,3681
YTAR 87.58 3.3 131,72 9,133
VERHONT T 2,290 85,14 4,531
VIRGINIA 110,82 17,250 44,83 13453
WASHINGTON 158.31 23. 164 59.09 17,802
WEST VIRGINIA 42,02 3.899 32.07 §.952
WISCONSIN 39.61 8.183 36,23 17,809
NYONING §106.70 0,930 36,10 0,330
TOTALE: $840,013 $1.078.899

MEAN/ AVERAGE: $93.73 $34.71

870 DEV: $43.26 $21.79

A H 0,462 0,308

FEEE

-=--FG0D §TANPS-----

FS§/R
($}
$28,51
185.72
39.10
27,07
33,83
3130
47,70
32.7%
83,81
33.46
42,38
34,98
39.27
25,20
31,61
RE )
322
24,08
35.41
30.28
IR
46,73
25.88
4.7
2349
3B.42
35.04
33,93
99.47
3573
48.27
42.48
55.03
36,29
39.47
213
4,53
39.43
29.74
342
34.08
47.32
30322
.47
§2.31
32,18
32.74
37,02
16,00
26,40
36.86

$40,88
$24.03
0.588

-COMBINED PROBRANS--

F§ FS/R FS
{$000.000) ($) 15000, 000)
$17.786 131,74 $34.715
4,009 13L.40 $.072
13.15% 47.93 20,271
7.5986 38.49 21200
30,395 64,38 406,372
3. 6469 62,99 23,788
7.328 39.90 29.836
1,482 52.72 6,135
4,978 76,79 23,362
23,39 it 47 &4, 365
25,449 70,98 $3.434
3,466 48.58 11,736
2,467 T 80.07 9.423
28,547 33.93 £03.730
14,244 43.21 40,176
1.32 42,02 21.257
4,063 41,36 14,396
14,300 8.3 34,648
.67 41.02 49.6%8
610 41,12 12,009
16,718 54.25 43.9%7
16,772 39.52 68,923
27,784 43,24 120,359
9,853 58.02 44,133
11,960 22.16 21.414
13,566 38.48 36,391
2.074 34.20 6,741
3.088 32,10 t1.221
2,021 8,18 4,380
1.884 78.29 7,103
24,301 71,49 104,602
6.907 53.38 15.820
142,821 94,15 4B1.304
18,387 51,481 32,18
5,877 ?0.81 .96l
24,845 3144 84,5538
1,843 mn 44,261
7,131 79.45 34,994
32,7435 .18 139.09¢
2,349 40,24 8.998
13,414 38,99 29.439
2,249 54,24 3.418
19,644 33.06 35.122
37,005 60.0% 138,700
309463 89.70 15,420
1441 .04 8,262
13.047 §t.14 43,750
10,323 70,41 91.28%
4,347 21.03 14.398
7.537 3354 35,3929
0,939 48,95 2.419
$781. 157 $2.685.33
$34.26
$23.04
0. 419



FEE  fABLE B ® EE
OPTION }
COMBINED FEDERAL GHARE PER RECIPIENT FOR ADFC,
KEDICAID AND FODD STAMPS BY STATE. IN FYB4
AND YEARS FOLLOWING

STATE £yg4 ADJ i Abd 2 Abs 3 Al 4 Al §
ALABAKA $31.74 $32.34 $35.63 $39.79 $43.83 $47.78
ALASKA 131,00 146,37 132,52 H3.87 9%.54 8l.52
ARIZONA 4%.93 49,36 48.59 §7.76 46,94 46,12
ARKARGAS 38.49 8.4 39.54 40,94 42,29 43.82
CALIFORALA 64,38 63,66 82,74 k1,73 a0, 77 a9.79
CoLORADD 42.99 61,84 59.14 .87 32,83 49,79
CONNECTILUT 39,50 39,33 38,85 98,39 37,93 57.47
DELAWARE 52,71 51.74 43,48 46.73 44,04 AL
D157 OF COLUMBIA 96,79 94,39 87.77 79.85 7249 b4, 44
FLORIDA 41,47 41,15 41.13 41.19 4,24 41,28
GEORE1A 50,48 43,52 48,77 47,97 47.17 46.38
HAWALL 48,58 48.14 47.82 47.53 47.23 46.96
IDAHD 80.07 17.70 70.70 62,29 54,04 453,94
ILLINDLS 33.93 470 38.73 43,80 48.74 53.97
INDIANA 43,2t 44,88 43,30 45,02 45, 14 45,24
[0WA £2.02 42,04 43,43 43.25 47,00 46,71
KANSAS 41.36 414 42,84 44,58 45,47 48.22
KENTLCKY 28.3] 28.92 32.08 36.02 39.88 43,63
LOUESIANA 41,02 40.682 41,22 41,84 42,38 42,93
MATNE 41.12 §1.02 41.83 42.92 43,98 45.01
HARYLAND 34,23 13.43 a7 49,87 47.99 46. 14
NASSACHUSETTS 5932 38.97 38,33 o8.18 37.80 37,42
NICHIGAN 43.24 43.58 4.19 2,49 .12 35.87
HINNESOTA 38.02 57.66 T . 3B.e 58.93 39,38
¥ISSISSIPP] 22,16 2288 26,26 30.5¢ 3463 38.48
HISE0URI 38.48 38.44 39.42 40,72 41.97 53.20
NONTANA .20 33,50 92.33 S1.06 49.78 48,52
NEBRASK# 32.10 51,28 49,64 47.72 45,54 43.%8
NEVADA gb. 18 a3.74 Th. b 48,17 3%.83 31,63
NEW HAMPSHIRE 78.2% 75,98 §9.18 61,01 J2.%9 45,13
NEN JERGEY 71,69 10,31 66,98 63,08 .20 5.4
NEW MEXICD 33,38 32.72 3170 39,597 49,44 48.34
MEW YORK 94.13 %1.58 84,23 75. 41 8b. 76 38.28
NORTH CAROLINA 3131 50.81 49,58 48,15 46.76 43,38
NORTH DAKOTA 90,81 87,48 .87 66,07 449 43,13
OHIO 344 32,30 36,63 42,01 47.28 2.8
OKLAHDMA 7.7 73,30 47,86 38.%0 30.11 41,48
DREGON 79.0% 76,83 1037 62,62 13.02 47,51
PENNSYLVANIA g2.18 51,75 91.97 51.48 5.38 CH A
RHUDE ISLAND 40.24 40,48 42,64 45.37 48.04 50. 64
SOUTH CARDLINA 33,90 38.92 40.13 41.71 43,25 44,75
SOUTH BAKOTA 56,24 35,01 51,80 48.00 44.25 40.59
TENNESSEE 33.08 33.34 35,44 38.48 40,67 £3.19
TEXAS 60.0% 38,83 33,69 51.68 58,17 44,53
UTAH 89.7¢ 86.70 77.48 66,37 35.48 wn
YERMONT 70,04 48,22 43,11 56.99 30.98 45.08
VIRGINIA a1 14 30,47 9.3 48,00 46.72 1548
NASHINGTON 70,61 69,13 £5.39 60,95 54,58 32,30
WEST VIRBINIA 2703 27.54 30.37 33.90 37.34 40,71
WISCONSIN 3534 17 37.63 41,93 45,18 30.32
NYONING 48,95 48.7¢ 49,15 49.81 50,43 5108

TOTALS:
HEAN/AVERABE! $56.26 §55.45 §33.93 $32.20 $50.48 $48.80

STH DEV: $23.04 $21.90 $18.14 $13.82 $10.05 $7.56

Cav: 0.410 0.399 0.337 0.263 0.199 0,153



+ e+ TABLE 9 # # &
OPTION L
COMBINCD FEDERAL SHARE (in Xillions §)
BY STATE. FOR AFDC. MEDICAID AND FOOD
STAMPS IN FY84 AND YERRS FOLLOWING

iii

STATE FYE4 Al L Al 2 ADd 3 abJ 4 ADF 3

ALABANA $34.714 $35.371 $38.992 $43.515 $47.938 $52.259
ALASKA 9.072 g§.7%4 7,982 b.%62 3,980 3.018
ARIZONA 20,269 20,039 19.724 £9.388 19.054 18.722
ARKANSAS 21.218 21,209 2L.7%8 22,364 23.314 24,043
CALIFDRNIA 406,349 401,834 395.9% 389.752 383,554 377.400
COLORADD 25,990 25,514 24.401 23,093 21.807 20,543
CONNECTICUT 29.833 23,351 29.310 29.083 28,853 28.4623
DELAWARE 6,135 5,041 5m 3.455 3. 144 4.0838
BIST BF COLUMBIA 23.362 22,782 21,183 19.274 17.3%9 15.55%
FLORIDA b4, 387 61,894 53,854 63,949 b4.02% 64.0%3
GEORBIA b3.428 62,748 61,768 £0.751 37,742 98,740
HANALL 11,734 11,629 11,552 11,483 1,454 1,344
IDARD 9.423 7,144 8.320 7,336 4.357 5.7
ILLINGIS 163,759 108,121 118,51t 133.957 149,059 163,818
[NDIANA 40,172 39.877 39.8%4 40.007 40,109 40.200
T0WA 21,238 21,285 21,957 22.867 23.754 24,617
KANSAS 14,396 14,414 14.910 153,351 16,174 16,783
KENTUEKY 34,654 15303 39,239 44,053 48.780 53.388
LOUISTANA 49,498 437,451 49.941 50,653 31,345 32,009
MAINE 12,010 11,981 12,218 12,534 12,84 13,146
HARYLAND 43.9% 43,328 41.987 40.442 38.920 31,421
HASSACHUSETTS 68,524 67,891 67.413 66,981 66,544 66, 101
HICHIGAN 120,344 121,508 128.787 137,998 146,993 155,770
KINNESDTA 40.133 39,6887 40,043 10.435 40,764 4,077
#ISEIRSIPPI 21.418 22.092 25,384 29.474 33.473 37.386
RISSOURL 36,389 34,352 37,28t 38,503 39.492 40.84%
NONTANA b.742 6,653 6,512 6. 351 6.192 6,038
NEBRASKA 11,220 11,044 18.4%0 10,277 7874 9.472
NEVADA 6,380 6.200 5.478 5.047 4.429 3,824
NEN HAMPSHIRE 7,108 4,898 6.278 3.537 4,809 4,09
NEW JERSEY 104,398 102,587 97.730 92,005 86,377 80.847
HEN MEXICO 15.819 15,423 15,322 14.984 14,453 14,328
NEW YORK 481,498 468,379 430764 385,683 34144} 298,038
NORTH CAROLINA 52,1%0 . 481 30,219 48.788 47,376 43.983
MORTH DAKOTA 6,982 8,720 3970 9,085 4.178 3.308
DRID 84,549 #4.864 98,503 112,984 120,14 140,989
DKLAHOMA 46,262 44,796 40,358 35,038 29.809 24,482
OREGEN 34,994 34,009 3am 2.1 24,358 21.058
PENNSYLVANIA 139,100 137,945 137,485 137.237 136,963 135,669
RHODE ESLAND B.9%8 §.052 7.534 10,143 10,742 11,324
SOUTH CAROLINA 29.437 29,450 36,370 31,5064 32.731 31.865
SOUTH DaKBTA S.418 5.29% 4,951 4,624 §.264 3.910
TENNESSEE J5. L8 55,419 37.644 40,4355 43,200 43.879
TEXRS 138,698 135,801 128,450 118742 111,184 192,783
UTAH 16.420 15.870 14,183 12.150 10,153 8,199
VERMENT 8,261 8.047 7,444 6.722 6.013 3.318
YIRGINIA 43.762 43,185 42,195 41.079 38.977 18,809
WASHINGTON 51.291 50.219 47.4%7 Han 41,103 37.991
WEST VIRGINIA 14.399 14,673 16,177 18,036 19.894 21,689
RISCONSIN 35,924 36,187 39.834 4,436 48,915 53,292
NYOMINE .19 2.404 2,428 2481 2,493 2,523

TOTALS:  $2.720.055 $2.692.859 $2.560.670 $2.638.500 $2.611.327 $2.084,145



## & ¢ TABLE 10 v % ¢ ¢
OPTION |
PERCENT CHANSE IN COMBINED FEDERAL SHARE
PER RECIPIENT FOR AFDC. MEDICAID AND FQOD
STAMPS BY STATE BETWEEN TINE PERIODS

F&/R 84 Ald 1 ADJ 2 A 3 A 4 FS/R B4

STATE 70 A0 | TG ADJ 2 16 ADJ 3 10 ADJ 4 T0 ADJ 5 70 ABN S
ALABAMA 1.89% 10,24 603 10,184 9.01% 30,34
ALABKA =3.07% -9, 452 -12.38% ~14, 191 -16.09% -44.59%
ARTZONA -1, 14% -1, 561 =L.71% -1, 734 -4 -7.63%
ARKANGAS -0, 03% 2,774 3.9%% 3. 328 313 §3.32%
CALIFORNIA -1 i1 -1 45 -1. 581 -1 3% -l.60% -1.12%
COLORARD ~1.83% -4, 34% =3, 364 -5.574 ~3.80% 20,987
CONNECTICUT ~0.95% -0.81% =0, 78% -0 7% -0.801 -4,06%
OEL ANARE -1.85% -4 461 -3.48% ~3.70% ~3.99% -21.40%
DIST OF COLUMBIA ~2.48% -7 02% -9.01% -%.73 “10,57% -33.40%
FLORIDA -0. 764 -0, 07% 0.15% 0,124 0.10% -0, 441
GEDREIA -1.12% =134 -1.65% -1.68% -t 8B% -1.39%
HARALL -3 91 -0 644 -0.5%4 0., 60% 0,618 -3, 34%
TDAHD -2.96% -9.401% -11,90% -13.25% -14,99% -42,62%
ILLINDIS 2,281 11.47% 13,034 fl.27% 9.90% 97.88%
INDIANA =0.74% 0.04% 0,282 0.26% 0.23% 0.07%
[ DWA 0.09% 3.30% 4,142 3.88% 3.463% 15,924
KANGAS 0.13% J 440 4,301 4,02% ) 16.59%
KENTUCKY 2.08% 10,931 12,294 10.70% §.45% 34,067
LOUISIANA ~0.90% 0.99% 1431 HH 1.29% 4,630
NAINE ~0.25% £.98X% 2.6i% 2478 2,341 9.45%
HARYLAND -1.32% =3.09% ~3.681 . =378k ~3.85) -14,94%
NASSACHUSETTS -0,%2% =078 -0, 64% -0, 8631 =0, 661 -3.54%
HICHEGAN 0.78% 3.99% 749 6.524 3.37% 29.200
NINNESOTR -0, 621 0.52% 0.86% 0.81% 0.77% 2.3
NiSGISSIPPI kR4 £4.90% 16,111 1357 11.48% 74, 55%
NIGSOURY “§.10% 2,391 5.28% 3.09% 2,311 12.25%
NONTANA -1.29% =2.15% -2.47% -LH0E -2,53% -10.48%
NEBRASKA -1.55% =323 -J3.86% ~3.99% -4.05% -15.58%
KEVADA -2.83% -B. k4% -11.08% -12.23% -13.67% -40,07%
NEW HANPSKIRE ~2.95% -B.99% -11.85% -13.14% -14,84) 42,351
NEN JERSEY =192 -4 T3 -5.86% -6, 12% -t 40% ~22.T1%
NEW MEXILO -1 233 -1.94% -2.19% -2, 221 -2.241 ~9.43%
NEW YORK =2,72% -8.034 -10.47% ~11.47% -12.71% -38.10%
NORTH CAROLINA -1.36% -2.45% ~2.85% -2.891 -2, 941 -11.89%
NORTH DAKOTA -3.47% -t1.18% ~13. 16X ~17,524 -20.82% ~32.49%
(HIO 2.74% 13,401 14.70% 12,53% 10.89% 66,735
OKLAHOMA “5Li7 -9.88% ~13.201 -14.92% “17.20% -45,65%
(OREBGH ~2.81% B 40% ~11.01% -12. 140 =13, 33% -39.83%
PENNSYLVARIA 0,831 ~0,33% -0.18% -0, 20% 0,221 ~1.75%
RHODE IELAND G.41% 5.32% 5.41% 5.88% 5.421 25,854
SOUTH EARDLINA 0.04% J.t2% 3.94% 3.69% 3461 15.04%
SOUTH DAKOTA =21 ~5,83% =7.35% -7.79% -8.30% -27.83%
TENNESSEE 0.86% 6.28% 1.47% 6.7%% 4.20% 30, 642
TEXAS -2.09% -3.41% ~b.78% -7, 158 ~7.562 -25.89%
UTAH -3.33% ~10.53% -14,34% ~16. 421 -19.26% -30.06%
VERNOHT ~2.60% -1.30% ~3.70% -10.54% ~11.36% ~35.6310
VIRGINIA -1.32% ~2.2%% -2.681 =2, 681 -7 -11,13%
KASHINGTON -2.99) -3, 42% ~6.79% “7.16% =7.57% -25.93%
WEST VIRBIKIA 1.90% 10,234 1t.42% 10. 18% 9.02% 30,634
NISCONSIN L.87% 10,134 11.30% 10. 08% 8,951 30.024

WYONING -0,51% 0,928 1,352 1,268% L2218 4,314



COMBINED FEDERAL SHRRE PER RECIPIENT {FS/R) AND TOTAL FEDERAL SHARE

tEEE

TABLE !
OPTIEN |

EEEG

(F5 in Million $) FOR AFOC. FOOD STAMPS, AND MEDICAID FOR FYB4 AND AFTER FIVE

YEARS WITH S0%. 754 AND 100X RE-ALLOCATIONS TOWARDS AN ADJUSTED MEAN

Fygd
FSIR F8

STATE t§)  ($000,000)
ALABANA $31.74 $34.714
ALAGKA 131,00 §.072
ARTIONA .93 20,271
ARKANSAS 38.49 21,217
CALIFORNIA 64,38 406,372
COLORADD 62,99 25,988
CONNECTICUT 59.9¢ 29,83
OELAWARE 32,72 6,155
DIST OF COLUMBIA 96.7% 23.362
FLORIDA 41.47 54,365
BEGRGIA 530.08 63.434
HANAIL 48,58 11,736
L 80.07 9.423
[LLINDIS 33.93 103,750
TNDTANA 45.2t 40,176
1OWA 42,02 21.2%7
KANGAS 4.3 14,39
KENTUCKY 28,33 34,448
LOUISIANA 41,42 49,4698
HATNE 41.12 12.009
HARYLAND 34,23 43.997
HASSACHUSETTS 39.32 68,923
MICHIGAN 8.2 120,553
AINNESUTA 58.02 40,133
HISBISSIPR] 22,16 21,414
X1S50UR] 38.48 3839
MONTANA 34.20 6,741
HEBRASKA 32,0 11,221
KEVATA B4.18 5,380
HEW HAMPSHIRE 78,29 7,108
NEW JERSEY 71,69 104,402
NEW MEXICO a3.38 13.820
NEW YORK 415 481,504
NORTH CARGLINA 51,5t 52,186
NORTH DRAKOTA 50.81 4.961
aHig .M g4.558
GKLAHOMA 7.1 45,261
BREGON 79.00 34,994
PENNSYLVANIA 32,18 139.090
RHODE ESLAMD 40.24 8.998
S0UTH CAROLINA 38.96 29.439
SOUTH DAKOTA 56,24 3,418
TENNESSEE 33,08 35.122
TEXAS 80,09 138,700
UTAH 89.70 16,420
VERMONT 70.04 8,262
VIRGINIA L 43,760
NASHINGTON 70,81 3l.289
WEST VIRGINIA 277.03 14,398
WiSCONGIN KA 15,529
WYCHING 48,95 .49
TOTALS: $2,720.07

NEAN/AVERAGE: $36. 26

5T DEV: $23.04

CRV: 0.410

0%
RE-ALLO

$38.97
113.48
45,78
40,09
60.48
54.81
37,19
45,74
78.21
40,34
45.98
44,35
41,01
42,90
£4.10
44,32
43.76
35.26
40,93
42,03
48,84
56,58
40.47
57,25
29.85
39.88
36.00
46,74
64,74
39,75
al. 74
49,532
73.86
47,18
54,71
#1.135
37,49
81,33
30. 42
44,44
40,85
&7.01
37,30
50.81
45.01
35.81
47.01
39.69
33,20
41,09
48,78

$31.12
$13.33
0.265

CATION

SSSISSEIEZSE

Fs

$42,519
4,818
18.%90
22.100
a7z
22,616
28.483
5,343
18.876
62.630
39,301
11.247
7.179
131,191
39.184
22.3%
15,231
43,132
44,611
12.2n
39.409
63,399
135. 149
39,402
28,863
37,710
&, 220
10,066
4,542
3,423
90.109
14,4677
37178
47,780
4,960
110,859
34313
27,13
134,403
2,93
30,914
4,528
39.423
117.274
11.899
6,583
40,231
41,358
17.4684
43.522
2.4

§2.584.11

734
RE-ALLOCRFION
FS/R FS

{$)  15000.000)
$43.38 $47.439
98,50 3.918
46.43 18.834
41,85 23.072
60.14 37%.564
32.30 21.380
57,33 28,3533
43,60 3,090
71,34 17,218
40.81 63,361
4b.48 9.121
46,75 11,295
33.47 6,293
43,24 147,503 -

44,87 39.692
6.5 28,507
43.99 16,008
39.44 48,270
1.9 90,810
43.52 12,12
£7.49 38,8913
§1.20 3,650
A 145,459
58.32 40,339
34.27 33125
41,54 39.219
49,26 b, 128
45,35 3,769
3%.20 4,383
32,44 4.759
38,59 83.478
48.93 14,501
b4, 07 337,886
46.27 46.882
§3.93 §.154
46,79 125.824
49,59 29.498
34,45 24,104
30.84 135,336
47.54 10,630
42,80 32391
43,80 4,219
40.23 42,751
471.47 L19.028
54,90 10,047
50,43 5991
46,23 19,360
35.99 40,674
36,95 19,686
5,70 48,407
9.2 2,467
§2.584. 12

$49,%

£9.95

0.192

100%
RE-ALLOCATION

FS/R
{8}
$47.78
83,92
45,12
43.62
39.77
49.79
7.47
41,44
64.46
41,28
45,18
46,96
45.94
33.57
5.2
48,71
13,22
43,65
42.93
45.01
4. 14
§7.42
35.87
5%.38
38,468
43.20
48.52
43,98
51,65
453.13
5.4
48,34
i8.28
43.38
3,13
32.43
4,49
47.51
.27
30,64
44,75
40,59
43.1%
44,53
.79
45,08
45,45
32.30
.1
30.32
51,06

$48,80
§7.58
0.133

F3
15000, 000:

$31.259
3.0i8
18.722
24,943
377,400
20,343
28,623
4.338
13,539
4,093
58.740
i1, 344
9.407
163.818
40,200
24,4817
14.783
53,368
52,4909
13,144
37.421
b4. 101
135,770
41.077
37,384
40,849
6,035
9.472
1.824
4.0%
80,847
14,323
296.038
43.983
3,308
140,789
24,482
21,958
135,669
i1.324
33.863
3.910
43.879
162,783
8,19
3,313
38,889
37.991
21,4689
33.292
2,323

$2.5384. 14



Vi ek TABLE 12 2 ¢ % &
OPTEON 2
COMBINED FEDERAL SHARE PER RECIPIENT (FS/R} AND TOTAL
FEDERAL SHARE (FS) FOR AFDC. FOOD STAMPS AND MEDICAID FOR
FYB4 AND AFTER FIVE VEARS

Fybd AFTER 3 YEARS CHANGE AFTER 35 YEARS
FS/R F§ FB/R F5 F&/R Fs ]

STATE ($)  {§000,000) {($)  1$000,000} (%) ($000.000) CHANGE
ALABAMA $31.74 $34.714 3L $34,714 $0.00 $0.000 ¢.00%
RLASKA 191,90 §.072 119.44 147 -31.34 -1.893 -20.89
4RIIONA 49,93 20,271 49,24 19,989 0. 49 -0.282 -1.38
ARKANSAS 38.49 21217 368.49 21217 0.00 0.080 0.00
CALIFORNIA 44,38 404,372 83,64 491,818 =0.72 -4, 534 -1.12
COLZRALO 42,99 23,988 57.70 23.808 -5.29 -2.182 -8.40
CONNECTICUT 39.%0 29.834 39.90 29,834 0.00 0,000 0.00
TELANARE .72 6,155 48.17 3.624 -4, 35 0,33 -8.83
DIST OF COLUMBIA 96.79 23,382 82.32 19.870 ~14.47 ~3.492 -14,93
FLORIDA 4. 47 64,385 41.47 64,385 0,00 0,000 0.00
SEQRSIA . 30.08 £3.434 49,43 62,433 ~0.63 =0.804 -1.23
HAWALT 48,58 .73 48,56 H. 736 0.00 0.000 . 0.00
1DAKD 80.07 9.423 84,22 1.557 -15.85 -1.866 -19.80
ILLINDIS 33.93 103,750 33.93 103.750 0.00 0.000 0.00
INDIANA 45.2t 40,178 5.2 40,176 0,00 0,000 0.00
[0WA 42.02 21.297 42.02 21,237 0.00 (. 000 0.00
KANSAS 41,36 14,396 41,38 14,39 0,00 0,000 0,00
KENTUCKY 28,33 34,048 28,33 34,648 0.00 0,000 0.00
LOUTSIANA 41,02 49,598 41.02 49.496 0.00 0.009 0,00
MAENE 41,12 12.009 41.12 12,009 0,00 0.000 0.00
MARYLAKD 04,25 43,997 51.41 41,694 -2.84 -2.304 ~3.23
KASSACHUSETTS 59,52 68.923 39.52 68.523 ~ 0.00 0.000 .00
HICHIGAN 43.24 120,535 43.28  120.555 0,00 0.000 0.00
HINNESOTA 28,02 40,133 58,02 40,133 0,00 0.000 .00
N1S51SSIPPI 22,16 21,414 22,18 21414 0.00 0.000 0.00
RISSOURI 38.48 38,391 30.48 36,35t 0.00 4.000 0,00
NONTANA 54,20 b, 741 52,64 6,347 ~1.56 0,194 -2.89
NEBRASKA 32,10 11,221 45,20 10,39 =290 -0.425 -5.57
NEVADA f6.18 £.380 70.27 5.203 =15, 91 =L ~18.44
NEW HAMPSHIRE 78.2% 7.108 62,90 3.708 -13. 3¢ -1.197 ~19.60
NEW JERSEY .69 104,602 65.01 94,852 -6. 68 ~3.730 -9,32
NEW MEXICO 33.38 153,820 52.13 {5, 449 -1.2% =0.371 -2, 34
NEW YORK 94,15 481,504 T1.7% 397,614 -16.40 -83.890 -17.42
KORTH CAROLINA 31,51 52.18& 43.64 50,293 -1.87 1,891 -3.63
NORTH DAKOTA 90.81 b. 361 68,11 S22 “22.70 -1.740 -24.99
b Hi o4 84,559 3.4 54,598 0.00 0,000 0.00
DELAHONA 1.1 46,261 60.72 36,121 -17.63 -10. 140 -21.92
ORESON 79,08 34,994 54,56 28,580 -14, 49 -6, 414 -18.33
PENNSYLVANIA 52.18 139,090 32,18 139.09¢ 0.00 0. 000 0.00
RHODE ISLAND 40,24 8.8 40,24 8.998 0,00 0.000 0.00
SOUTH CARDLINA 38.%0 29.439 38.90 29.439 0.00 0,000 0.00
SOUTH DAKDTA 56,24 5.418 49,48 4,767 6,78 ~0.431 “12,82
TENNESSEE 33,08 35,122 33,08 38122 0,00 0,000 .00
TEXAS 40.0% 138,740 33,48 123,448 -6.41 -15.254 -11,00
UTAH 89.7¢ i6.420 48,43 12,326 -21.27 -3, 893 =23.72
VERMONT 70.04 8.262 98.75 5.930 ~11.29 -1.3382 -16.12
VIRGINA 51,14 43.740 43,49 42.348 ~1.68 -1.412 o Y5
WASHINGTON 70,51 51.28% §2.83 45, 440 -1.14 -5.649 -11.02
WEST VIRBINIA 1.8 14,398 27.03 14,398 0. 08 $.000 ¢.00
WISCONSIN 3354 35.929 33,54 35.529 0.00 0.000 0.00
HYOMING 48.95 2,419 48.95 2,419 0.00 0,000 .00

TOTALS! $2.720.068 $2.5956.379 ~$163. 689

MEAN/AVERABE; $36.28 $31.39

STD DEV: $23.04 $lb. M

CRY: 0.410 0.320



