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Working Summary of the Various Child Welfare Finance Reform Proposals
American Bar Association Proposal:

Main Features

· Allows states to transfer/reinvest IV-E savings from reductions in foster care into other child welfare services including prevention and reunification
· Reauthorizes and expands access to the IV-E and IV-B waiver program to allow states to test innovate approaches 

· Focuses preventative resources into high-risk neighborhoods and communities

· Creates a new incentive program to award states who increase their rates of reunifications and guardianships, similar to the adoption incentive program

Summary
The ABA proposal supports the Pew Commission on Children in Foster Care’s recommendation concerning the reinvestment of foster care savings.  States would be allowed to project their foster care costs over a given five year period based on current practices and caseloads.  If they were able to reduce foster care expenditures over this time they would then be allowed to transfer/reinvest the amount saved into other child welfare services, including prevention and reunification, without losing the federal match.  HHS would convene a panel to determine the national standards for calculating states’ expenditure baselines.
ABA’s proposal also calls for renewal and simplification of the child welfare waiver, allowing DHS to grant flexible use of funds in place of certain IV-E and IV-B requirements.  They also propose to expand the waiver program although it is unclear if they mean to expand it beyond the current ten state limit.  As noted above, the plan also includes a specific proposal to evaluate all funding for social services to ensure they are targeting at-risk communities and the creation of a new incentive program modeled after the adoption incentive program to reward states for reunifications and guardianships. 
APHSA/NAPCWA Proposal:

Main Features

· Allows states to transfer/reinvest IV-E savings from reductions in foster care into other child welfare services including prevention and reunification

· Preserves IV-E entitlement by establishing a minimum federal funding level, above which states can access more funds if demand for foster care increases

· De-links eligibility for IV-E from AFDC and expands coverage to all children, although funds will be capped based on at a state’s penetration rate

· Eliminates the adoption assistance eligibility phase-in for an immediate de-link

· Requires an MOE by states, so child welfare maintains matching funds when federal foster care dollars are shifted to prevention.

· Reauthorizes IV-E waiver authority and expands accessibility to all states

Summary
The APHSA/NAPCWA proposal creates an incentive to reduce foster care placements by allowing states to transfer/reinvest savings from reductions in foster care into other child welfare services including prevention and reunification.  In the process, the proposal would de-link eligibility for federal foster care assistance from AFDC.  Each state’s federal IV-E funding, their so-called “state specific matching rate,” would be determined by the state’s recent penetration rate and FMAP to ensure that federal revenue would remain unchanged initially.  This funding would then be applied to all children in foster care, regardless of their parents’ income.  In effect, the federal government would be providing support to all foster children, albeit at a lower rate of reimbursement since federal expenditures would not be increasing.  In subsequent years, a state’s federal funding would be based on the total number of foster children multiplied by the state-specific matching rate.  
If a state is able to reduce foster care costs by reducing the demand for foster care, the state will be able to keep the savings to augment their IV-B prevention programs.  At the same time, a Maintenance of Effort (MOE) is required of the state to maintain current levels of state contribution, regardless of the shifting federal funds.  However, if a state’s foster care costs rise due to an increase in the demand for foster care, the entitlement for children will be protected and federal funding will be increased accordingly.  In effect, this proposal creates a floor below which federal support for states will not fall, and it maintains the entitlement for children by providing protection to states in case demand for foster care unexpectedly increases. 
Casey Family Programs (CFP) Proposal:

Main Features

· Combines investigation, prevention, post permanency, and all IV-E foster care, training, and administration funds into one “Minimum Service Package” which can be used on a number of core services with a focus on prevention

· To reduce prolonged out-of-home care and control costs, reduces reimbursement levels for kinship care, foster care, and congregate care over time

· Federal reimbursement varies, with evidence-based practices, home-based, and post-permanency receiving the highest rates, up to 50% FFP

· Provides “bonus” reimbursement payments to states that establish best-practices and cross-systems delivery

· Provides administrative seed funding, phased out over time, to states for creating the infrastructure to deliver more preventative services and phases in the restructured formula to account for varying state prevention capacity

· De-links IV-E eligibility from AFDC and expands coverage to all children and families who are referred to a child welfare agency and receive a finding of “services needed”

· Removes administrative burdens of determining eligibility and RMTS with direct reimbursement for services delivered

· Proposes expedited time to permanency, increased rates of permanency for all forms, reduced entries into foster care, reduced recurrence of maltreatment, education stability, increased graduation rates, and health and mental health outcomes, as incentive outcomes like adoption incentives

Summary

This proposal represents a dramatic restructuring of the child welfare financing system by merging programs and creating new levels of reimbursement for different methods of care.  Primary focuses would be on prevention of abuse and neglect, permanency for those who have to be removed from their homes, and the use of evidenced-based practices.  

The proposal is thus far lacking detail in a number of areas, including how the funding levels for the “Minimum Service Package” account will be determined initially and going forward annually.  Most likely they would be based on the number of families in need of “service,” but how that determination is made is unclear.  In addition, CFP’s proposal seems to eliminate the IV-E entitlement by not preserving the dedicated IV-E funding stream for foster children.  

The recommended cuts to the reimbursement rates for foster care and congregate care are problematic and fail to take into consideration the unique circumstances of some children who need longer-term and/or more intensive care.  These reductions would hamper the caseworkers’ ability to serve the unique needs of the children and families.  At the same time, with the removal of the dedicated funding stream from IV-E for training, it is unclear what the federal participation to worker training will be.  This is an important consideration for a workforce that needs support, reinforcement, and strengthening.  

The proposal would invest new resources up front and in proven interventions which show promise in reducing child abuse and neglect.  However, by eliminating the foster care entitlement and removing the dedicated funding streams for administration and training, it creates the potential for these areas to be short-changed.  
CWLA Discussion Draft:

Main Features

· De-links Title IV-E foster care and kinship care through a gradual phase-out (adoption assistance model) so that all children in care receive federal assistance
· Requires increased level of maintenance of effort on states as states receive more federal funds due to the de-link

· Requires an investment of MOE dollars into a re-written Title IV-B targeted to the prevention of abuse and neglect and post-permanency services

· Allows states to reduce their MOE spending if they can reduce placements into foster care and/or level of abuse and neglect
· Re-writes Title IV-B Part 1, Child Welfare Services to focus on more tightly defined prevention programs/standards and on post-permanency services, and eliminates any spending on foster care maintenance and adoption assistance
Summary

This proposal would extend current federal participation for all abused and neglected children by phasing in a foster care and kinship de-link over 9 years. As the eligibility link to AFDC is phased out, states will be required to reinvest the money they would have spent on formerly ineligible children into IV-B prevention services.  The MOE could be reduced up to 30% if states are able to reduce foster care placements and occurrences of abuse and neglect.  Title IV-B would be re-written to provide accountability for spending more narrowly focused on prevention and post permanency.
Mark Courtney Proposal:

Main Features

· Merges IV-E and IV-B (and potentially some of TANF and SSBG) into a single funding stream

· Funding levels would be determined by a formula taking into consideration the cost of living and the number of children in the state, weighted by the number of children in poverty in the state

· States would have maximum flexibility in using funds to protect children

· Funding level would initially be set at “at least” the level of IV-E + IV-B funding for each state, growing or shrinking based on the aforementioned formula

· Creates an emergency fund modeled after the TANF Emergency Fund in case states received inadequate funding during an emergency

· Phases in the funding formula so that states who currently receive more or less than they would under the new formula can gradually adjust
· Eliminates the individual IV-E entitlement for children
· Removes administrative issues

· Proposes fiscal incentives for desired outcomes
Summary

This proposal merges all child welfare accounts into one large funding stream and gives states maximum flexibility in how to use those funds.  More funding could be used for front-end services and incentives would be put in place to encourage best practices.  However, as with the Casey Family Programs proposal, elimination of the IV-E entitlement as well as the dedicated funding streams for training and administration would be problematic.  Furthermore, historically these block grant programs have endured serious erosion of funding (SSBG, TANF, etc), a major concern when the current system is already not providing enough resources.  
Although states would be better able to anticipate their levels of funding from year to year (since population, cost of living, and poverty levels are more static than children in foster care), funding levels could be short of what is needed if foster care caseloads shift dramatically from year to year.  This could result in states’ experiencing an excess in funding in some years and a shortage in others.  The transition to the new formula would also mean cuts in funding for some states and, though it is phased in, this would be problematic, especially given the condition of state budgets currently.  Finally, modeling an emergency fund for states after the TANF Emergency Fund might not be ideal since state and national triggers do not necessarily reflect individual city and county level dynamics where the bulk of the foster care population might be found.   
