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Mr. Fisher is Secretary of Human Resources for the
Commonwealth of Virginia.

Nearly two and one-half years ago, the
Reagan Administration came into office on
a tide of public support to reduce federal
spending in the aggregate, to "get the govern
ment off our bac~" by eliminating regula
tions, and to bring the budget under' control.
According to the supply side doctrine of
economics, cuts that would be made in
human services and other domestic govern
ment programs would more than offset the
needed increases for defense. At the same
time, major tax reductions would so increase
savings, investment, and spending generally
that the recession would end and the long
period of stagnati n \vould be replaced with
vigorous economic growth-yielding, among
other benefits, an excess of federal revenues
over spending after two or three years. This
plan for economic recovery has not yet been
realized, although the private sector recently
has shown signs of revival.

According to this same scenario, the states
were to inherit a variety of program respon
sibilities previously carried by the federal
government, along with a limited transfer of
revenue sources from the federal govern
ment to the states. In its original form, the
Reagan plan included the use of additional
block grants, which would compress a rather
large number of categorical programs into a
few broader-based programs. In addition, a
so-called swap of several major programs
would be made, with administrative respon
sibility for Medicaid shifting to the federal

government and the responsibility for ad
ministering the programs for Aid to Depen
dent Children and Food Stamps going to the
state governments.

Very little of Reagan's "New Federalism"
thus far has come about, largely because
state and local governments, while wanting
more control and autonomy over programs,
have been unwilling to accept the diminished
federal financial assistance that would ac
company the increased control. In its most
recent version, the "New Federalism" has
been scaled back greatly. Even so, the con
cept's essential difficulty remains: the states
are being offered more program responsibili
ties, but with far less money to carry them
out.

Reductions in federal support have oc
curred, in varying degrees, in all of the
human service programs-health, mental
health and mental retardation, substance
abuse, welfare in its many forms, rehabilita
tion of the handicapped, special efforts to
help the elderly and children, and jobs and
job training. In some instances, the absolute
number of dollars has decreased. For exam
ple, the proposed federal expenditures for
1984, when compared to the actual expendi
ture figures for 1981, are 30 percent less for
low-income energy assistance, 18 percent
less for maternal and child health services,
and 16 percent less for the social services
block grant. The cutback for all block grants
during this same period comes to an esti
mated $2.025 million, or 19 percent. In other
instances, where programs are still expand
ing, the rate of increase in federal expendi
tures has diminished. In virtually all cases,

federal support during the past couple of
years has been less than the expectations of
those who benefit from the specific programs
and, in many cases, even less than what they
are entitled to under law. Perhaps most peo
ple have this last point in mind when they say
that federal expenditures for human services
are being cut.

Part of the Reagan doctrine has been
based on the assumption, the expectation, or
the hope that the states and, secondarily, the
local governments would come along and
take up the slack as the federal government
withdrew financial support. But most of the
states have viewed themselves as not being in
a position to do this. For the most part, the
states do not appear to have any promising
source of additional revenue. Increasing
state sales taxes is not a popular idea, espe
cially during times of high unemployment
and stagnant income. Increasing the state
income tax is a possibility, but most people
think they already have to pay too much tax
on their incomes to the federal government.
The kinds of revenue sources that the Rea
gan Administration was offering to the
states-liquor, tobacco, and telephone
taxes-would hardly produce the large
amounts of revenue that would be required
to meet the essential human needs involved.
In the case of Virginia, extracting more taxes
from the tobacco industry would be virtually
impossible politically.

The national administration, as well as
many others, also has expressed the hope
that the private sector would be able to find
ways to make up for reduced federal funding



for human services. This hope, however,
seems to be quite beyond realization. Per
sons experienced with the United Way cam
paigns have said that they w~u!d ~e su~

prised if 5 percent of the dImInution In
federal support could be made up from pri
vate and independent sector sources. This
would be especially true during times of
recession, such as the nation recently has
been experiencing.

In fact, the severe recession through which
the country has been moving has clamped
down on human service programs like a vise.
Health, welfare, and related human service
programs, after many years of receiving a
larger and larger share of the national in
come, are having to learn to live in a period

-e-fdiminish~dsaurces af support. Reeession,
with its unemployment, business failures,
low business and individual incomes, and all
the rest, has tended to reduce governmental
revenues at all levels. The federal deficit is
likely to remain very high for the next few
years-$150 to $200 million each year, even
according to the administration projections.
Virginia and nearly all the other states have
had to trim their budgets to adjust to lowered
revenue estimates. Unemployment remains
very high nationwide, hovering around 10
percent; and Virginia, almost for the first
time, has registered unemployment rates not
too much below the national rate. Unem
ployment in Virginia, as in most larger
states, has been spotty, with Southwest Vir
ginia having an unemployment rate some
five times greater than that of Northern
Virginia.

As more and more persons have been laid
off from their jobs, unemployment insurance
payments have risen. Then, as the unem
ployed have exhausted their unemployment
insurance benefits, they have joined the
ranks of those who have to be helped
through various social service programs
such as Food Stamps, Aid to Dependent
Children, and Supplemental Security In
come. Special job training programs for dis
advantaged and dislocated workers have to
be launched, and public works and other
employment have to be provided as an alter
native to welfare. In addition, certain long
term trends continue inexorably: the number
of retired and elderly persons steadily
increases; the demand for health care, from
both low-income persons and those who can
more easily afford it, continues to grow; the
rise in the number of broken families necessi
tates increases in the Aid to Dependent
Children program. While other government
al programs are caught in this same vise, the
pain is most excruciating in the human
services-which frequently are all that stand
between individuals and destitution.
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THE SITUATION IN VIRGINIA

Public assistance in human services is ter
ribly important to survival for many Virgin
ians. Out of a state population total that is
now approaching 5.5 million, upwards of a
half-million Virginians, or around 10 per
cent, are involved in human service pro
grams. As of several months ago, some
263,000 were receiving Medicaid assistance;
450,000 were getting Food Stamps; around
160,000 individuals were receiving assistance
through the Aid to Dependent Children pro
gram; 40,000 were receiving disability aid;
80,000 or so were participating in mental
health, mental retardation, and substance
abuse programs; 65,000 were receiving un
employment insurance benefits. Obviously,
many persons receive more than one kind of
public assistance. But even when allowances
are made for double counting, the half
million figure is probably a conservative one.
For the 1982-84 biennium, about $3.25 bil
lion will be spent on human resource pro
grams, or nearly 25 percent of total state
expenditures. About 20,000 employees are
involved in carrying out the programs.

The human services in Virginia, as in all
states, consist of many bewildering federal
state-local combinations of funding sources
and distribution of administrative responsi
bilities. Generally speaking, the shift in the
past several years has been away from the
federal level and toward the state level. The
big transfers proposed in Reagan's original
New Federalism-Medicaid, Food Stamps,
and Aid to Dependent Children-are no
longer likely to be carried out. The move
ment toward block grants, which group sev
eral categorical, limited-purpose programs
into blocks, but with reduced overall funding
levels, is likely to continue.

Human service programs in all the states
have increased greatly over the past several
decades. The first burst of growth came dur
ing the New Deal period, in the depression
years of the 1930s. The second came in the
Great Society years of the 1960s, when
Medicaid, older Americans programs, and
the anti-poverty activities were launched
mostly under federal auspices. The growth is
illustrated by the share of all federal grant
in-aid outlays going for health, which in
creased from 3 percent in 1960 to 21 percent
in 1982, when it came to nearly $20 billion.
Virginia participated in these trends more or
less in proportion to its population.

To get an idea of recent trends in the
Commonwealth, Table 1 summarizes, for
the past six years, the amounts spent and the
number of clients involved in three major
human services programs. Compared to the
total operating expenditures for all state
programs, the percent of increase in exp.en?
itures for the mental health and the MedIcaId
programs has been considerably higher,

while that for the Aid to Dependent Children
program has been less. In other inst~nces,

such as the rehabilitation, older Amencans,
and job training programs, the costs have'
risen in dollars over the last decade; how
ever the increase in all cases is much less
afte; removing the effect of inflation. In vir
tually all programs real growth has ground
to a stop in the last year or two; many
decreases have set in.

The Medicaid program merits closer ex
amination. In this case, the 1982 Virginia
General Assembly mandated a reduction of
$122 million for the 1982-84 biennium in a
program that had been increasing at an
annual rate of around 15 percent. This action
has forced painful cuts in the eligibility of
certain beneficiaries; cuts in certain services;
and cuts in the reiqlbur~~1l}.~~tsto hospitals,
nu;sing homes, physicians, and pharmacists.
Both the recipients and the providers of
health care services are having to tighten
their belts. In addition, recipients now are
required to make modest co-payments out of
their own pockets for physician and hospital
expenses. Nursing home payments, the larg
est single element in Medicaid, are now
based on median cost levels and are being
shifted to prospective rather than historical
Co.sts. Waivers are being sought from the
federal Department of Health and Human
Services to permit Medicaid payments for
home-based care for the elderly, a move that
can save money while still serving as many
or more individuals. The statewide pre
creening of nursing home applicants who
receive Medicaid assistance will be intensi
fied as a means of directing persons to the
most appropriate kind of care.

For many years, federal funds for human
services have risen far faster than have state
funds. This trend is now slowing down and,
for most programs, even reversing. The chal
lenge to Virginia and the other states is to
trim back, economize, and tighten spending
in a way that adjusts to this fiscal austerity
while at the same time preserving essential
services.

POLICY ADJUSTMENTS AND
NEW DIRECTIONS

Some major possibilities exist for achiev
ing improvements in human service pro
grams, in order to increase their effecti~e

ness. Several different courses are beIng
pursued in the Commonwealth at the pres~nt

time, while others are still in the plannIng
stage.

Better Planning and Budgeting. Each of
Virginia's human service programs appears
to have room for planning and budgeting
improvements. To this end, the Department
of Planning and Budget recently has re
vamped the state's budget process to clarify
and augment the role that cabinet secretaries



human service , as well as for education,
transportation, public safety, economic de
velopment, and administration and finance.
This re-examination is necessary in the light
of the continuing reduction in federal spend
ing (or at least the reduction in the long
trendline rate of increase); the slower rate of
growth in state revenues; a desire for certain
federal functions to be transferred to the
states; and what the governor has called a
public outcry to control government growth
and check the spread of unneeded and
unproductive government regulations. In
the booklet Virginia: A Future Worthy of
Her Past, issued last November, Governor
Robb said about human service programs:

We must improve both administra
tive efficiency and the effective
delivery of human services across
the entire range of human resource
activities. Many of our citizens

v a u
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human resource programs can be
administered efficiently, effectively
and fairly. We are determined, there
fore., to deliver essential health,
welfare and other services to those
who need and are entitled to them
in the most satisfactory and cost
effective way.

To carry out this pledge, employment
levels in the state's human service agencies
are being held below the actual employment
levels in January 1982, and numerous man
agement improvements are being installed.
Executive agreements between each agency
head, the secretary of human resources, and
the governor specify detailed management
changes designed to promote progress to
ward stated goals more effectively. The ex
ecutive agreements also contain numerous
performance indicators-statistical and
quantitative as well as qualitative ones-by
which progress can be gauged. The intensive

re-examination of priorities in human ser
vice programs has established the major
shifts in emphasis that already have been
outlined: greater management efficiency,
more home and community-based care, an
overall emphasis on preventive health care,
preparation for employment and independ
ent living, improved coordination of pro
grams and more fruitful use of citizen advi
sory boards, and some new initiatives
designed to open up new possibilities for
service improvements at low cost.

Some of these areas of emphasis represent
departures from the policies of the past,
while others represent modifications. To
gether they form an approach to human ser
vices in Virginia that is tempered by the prac
tical limits of our government and its re
sources, but guided always by a deep commit
ment to addressing the basic needs of our
citizens and making the Commonwealth a
better place in which to live.

-THE 200th ANNIVERSARY OF THE UNITED STATES CONSTITUTION

In 1987 Virginia and the nation will cele
brate the 200th anniversary of the United
States Constitution.

Governor Charles S. Robb has designated
A.E. Dick Howard, Counselor to the Gov
ernor, as the member of the governor's staff
responsible for offering encouragement and
support to groups and institutions planning
activities during this Decade of the Constitu
tion. Professor Howard, who was the chief
architect of Virginia's current constitution,

has written extensively about constitutional
law and history.

Governor Robb also has designated the
Institute of Government at the University of
Virginia to offer staff assistance and to be
responsible for actual coordination of, and
assistance to, groups and institutions as they
undertake plans for events marking aspects
of the constitutional decade. Under the aegis
of the Institute, an ad hoc steering committee
has met several times to share information

on activities being planned around the Com
monwealth and to discuss the development
of statewide activities to commemorate the
Constitution. Below is a list of the current
committee members.

Individuals or groups desiring further in
formation are invited to contact either Mr.
Howard (address: Office of the Governor,
Richmond, Virginia 23219) or Mr. Timothy G.
O'Rourke (address: Institute of Government,
207 Minor Hall, University of Virginia,
Charlottesville, Virginia 22903).

THE CONSTITUTION AND THE COMMONWEALTH
Statewide Coordinating Committee

Professor William W. Abbot
Editor, Papers of George Washington
Alderman Library
University of Virginia

Professor Henry J. Abraham
Dept. of Government & Foreign Affairs
University of Virginia

Professor Thomas H. Arthur
Dept. of Communication Arts
James Madison University

Professor Joseph L. Bernd
Dept. of Political Science
VPI & SU

Professor Keith Crim
Dept. of Philosophy & Religious Studies
Virginia Commonwealth University

Mr. Thomas A. Elliott
Associate Director
Social Studies Service
State Dept. of Education

Professor Douglas Foard
Dept. of History
Ferrum College

Professor Joseph A. Goldenberg
Dept. of History
Virginia State University

Professor Thomas Hall
Dept. of Philosophy & Religious Studies
Virginia Commonwealth University

Mr. Donald R. Haynes
State Librarian
Virginia State Library

Professor Matthew Holden, Jr.
Dept. of Government & Foreign Affairs
University of Virginia

Professor A. E. Dick Howard
Law School
University of Virginia

(Continued)



permit reimbursement through the Medicaid
program for residential and home-based
care, to substitute for institutional care. In
the social services, day care for both young
and old has been available for some time;
these programs will be intensified in the
future as both an economy and a service
improvement measure.

Prevention. There is nothing new about
emphasizing prevention as a means both of
improving the long-range well-being of peo
ple and of saving money. Whenever an ail
ment can be prevented, everyone will be bet
ter off, especially those who are saved the
pain and suffering of illness or disability.

The present policy in the human service
programs of the Commonwealth is to lean
toward prevention wherever this is realisti
cally possible. One examp e is the concerted
effort now underway to provide the means
for preventive care in the field of develop
mental disabilities such as cerebral palsy and
autism.

Fees and Charges. To the extent that pri
vate individuals and institutions can be
charged for human services rendered by
government, or at least charged for some
portion of the costs, the programs can be
continued with less need for cutbacks. An
example is the Medicaid program's co
payment system mentioned earlier, which
was installed by the state in 1982. Under this
system, beneficiaries are required to make an
"up-front" partial payment for the services
they receive from hospitals, physicians, and
pharmacists. To be sure, this places a burden
on low-income individuals, and care has to
be taken not to require co-payments from
those who simply have no funds at all. In
most instances, however, such modest
burdens can be carried without undue
hardship.

This co-payment system also has the dis
tinct advantage of introducing a much
needed note of discipline into the provision
o many health care- services. Without co
payment, none of the principal actors in this
portion of the health care industry has suffi
cient motive to resist high costs or less essen
tial services. If the government or some other
third party pays the entire cost, then neither
provider nor consumer, neither physician
nor patient, has any immediate and compel
ling reason for economizing. The co-payment
system, in contrast, does place an added
burden or responsibility on providers who
may find, in conscience, that they have to
furnish health care service to a poor person
who simply cannot pay. As a result, some
physicians and other providers may decide
not to take part in the Medicaid program at
all. Most of them will probably continue to
participate, however. After all, Medicaid
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does add many billions of dollars a year to
the receipts of health care providers.

Human service agencies in Virginia pres
ently are combing through all their programs
to find instances in which charging a small
fee for services will not be unacceptably bur
densome, will introduce an added note of
restraint and discipline, and can contribute
to satisfying legitimate needs and claims for
those services. Although a free-market pric
ing system has limited applicability to much
of the human services area, obvious gains, in
terms of better allocation of funds and effort,
can result from a judicious use of fees for
services.

Training, Employment, and Independent
Living. Many of the human service pro
grams have employment and independent
living as their ultimate objective. hose in
need of physical rehabilitation, many people
with a limited degree of mental retardation,
and others with developmental disabilities
as well as a much larger number who lack
only adequate education and job training
are the ones who can be helped by public
programs.

A protracted period ofeconomic recession
makes the problem of training and placing
unemployed persons in productive jobs much
more difficult. The greatest care needs to be
taken to match up available job opportuni
ties with the aptitudes of those to be trained
through such methods as appropriately de
signed training programs in schools, special
training institutions, and especially on-the
job programs. The recently passed Joint
Training Partnership Act, the successor to
the Comprehensive Employment and Train
ing Act (CETA), provides the framework for
government's major training programs,
aimed at both the disadvantaged and those
who have been laid off and have exhausted
their unemployment insurance benefits.

Under this new act the governor plays a
more decisive role than he formerly did, but
the main action is to be taken by private
industry councils within the dozen or so ser
vice delivery areas being established through
out the Commonwealth. The training pro
grams themselves will be planned and
carried out at the local level, with federal
money distributed through the state accord
ing to criteria set out in the act. Areas with
high unemployment and large numbers of
disadvantaged persons will receive the bulk
of the money. In addition to the emphasis on
jobs, state policy will call for an equally
strong emphasis on preparing handicapped
and others for independent living-being
able to take care of one's own daily needs in
health care, household and related activities,
moving about, and other routine tasks. This

training can be provided through the estab
lishment of special centers and a variety of
extension and home-based assistance. Shel
tered workshops also will be encouraged
throughout the Commonwealth.

Innovations. Even though the prevailing
mode for providing human services has to be
that of restraint and reduction, innovations
and new ventures along several lines are still
possible. Of course, the prizes fOf innova
tions will go to those who can think up good
approaches that don't cost more money or,
preferably, save money.

Innovative undertakings in the human
services have occurred in many areas. A
work experience program has been insti
tuted, under which welfare recipients whose
situation permits them to work actually are
require ei her 0 a i a . boo
enroll in suitable training programs as a
condition for receiving welfare assistance. A
special federal program to help the develop
mentally disabled, discontinued for a period
of years, has been resumed. The co-payment
system for Medicaid recipients {discussed
earlier) has been instituted, requiring most
Medicaid recipients to pay a portion of the
first-dollar costs for hospital care, physician
visits, and drugs from the pharmacy. A
vigorous and, in many respects, new pro
gram for prevention of mental retardation is
underway. A state income tax credit is given
to business firms that provide assistance for
neighborhood improvement projects.

New, cost-saving ways of transporting the
clients of various human service programs
have been developed and are being consid
ered for adoption. A transitional center for
mentally retarded persons with hearing im
pairment is being established cooperatively
by the several state agencies concerned. An
interagency long-term care council has been
put in place, with counterparts in nearly all
of the cities and counties of the Common
wealth, to coordinate and promote better
care for the elderly. New ways of ensuring
that the essential core of services is available
in health, mental health, and social services
are being given imaginative attention.
Human service programs can move forward
in some new directions, even during a time of
shortage of funds; and this progress is impor
tant for the beneficiaries of-the programs and
their families, as well as for the morale of the
state employees involved in the programs.

A RE-EVALUATION OF PRIORITIES

The principal theme of the Common
wealth's present administration is a thor
ough re-evaluation of the role ofstate govern
ment. Central to this is the re-examination of
priorities among the numerous programs for



SOURCE: Dollar amounts were obtained from General Assembly appropriations bills, while the
relevant state agencies provided figures on the numbers of clients.

NOTES: General fund expenditures denote those from the state's general fund revenues. Non
general fund expenditures denote those primarily from federal grants, plus a relatively small amount
of funds derived from fees, charges, and penalties.

Estimates of the number of clients in the several programs are uneven. For example, many more
clients than are shown in this table in the mental health and mental retardation category received
some small assistance.
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TABLE 1. Growth of Selected Human Service Programs for 1976-78 and 1982-83
Biennium

Appropriations Increase Percent
Program 1976-78 1982-84 Increase

(in millions of dollars)
Mental Health and
Mental Retardation

Total $294 $575 $281 96%
General fund 175 296 121 69
Non-general fund 119 279 161 136

Clients
In institutions 9,000 8,000 -1,000 -11
In communities 36,000 72,000 36,000 100

Aid to Dependent Children

Total 284 352 68 24
General fund 118 141 23 19
Non-general fund 166 211 45 27

Clients 173,000 169,000 -4,000 -2.3

Medicaid

Total 532 1,070 538 101
General fund 229 466 237 103
Non-general fund 302 604 302 100

Clients 628,000 617,000 -11,000 -1.8

will play in major decisions about fund
allocations-as well as to increase the rele
vance and satisfaction that agency heads will
derive from their part in the process, and to
define the points at which the governor, as
head of state government, will exercise gui
dance and decision. The goal of this revised
process is to produce in the end a realistic
budget that will permit the legislature to do
its work wisely and expeditiously.

As the 1983 session of the General Assem
bly began, the state's anticipated revenues
were estimated to fall short of expected
expenditures by slightly over $300 million.
This situation was dealt with in various
ways, including a broadly applied 6 percent
reduction in expenditures for fiscal year
1984, following a 5 percent cutback in 1983.

No significant improvement in the financial
outlook can now be forecast for the state
with any confidence, any more than it can be
for the federal government. Nor does a scan
ning of the Commonwealth's political
horizon show any signs of willingness to
support tax increases. Quite to the the con
trary, wide support exists for significantly
reducing the sales tax, even in the absence of
offsetting increases in other taxes.

As already mentioned, the national
administration's proffer to the states of addi
tional human services programs so far has
failed because of the states' lack of sources
for the money to support the programs.
There is no state counterpart to the modest
increase in funds made available by the
Emergency Jobs Bill recently enacted by the

Congress, a portion of which will be for a
range of human service and community pro
grams. Opportunities do exist, however, for
the state to encourage private and non-profit
organizations to carry a larger portion of
human service programs. A suggestion from
United Way officials, for example, is for the
state government to put up a limited amount
for local service projects on the condition
that the private sector and the local govern
ment each contribute matching amounts of
new money. Other ways of enlisting volun
teers, through training and publicity, for
example, are being pursued as a means of
lightening the government's financial
burdens.

In this dreary situation, economizing
shifts in policy that can be applied through
better planning and tighter budgeting be
come of critical importance.

Shifting to ess te s· e, 0 er- os
Care. An acceleration of the trend away
from high-cost institutional care and toward
lower-cost home and community-based care
provides a practical response to the prospect
of limited funds for human services gener
ally. Physical and mental treatment, care of
the elderly, and many other human services
can be provided at lower cost, in more
informal yet adequate residential facilities
that can be made available in virtually all
communities. For those persons who are
able to remain in their homes, public health
and social service workers can provide occa
sional at-home assistance as needed, offering
services ranging from physical therapy to
helping with chores. By substituting such
care for that in institutions, per-person costs
frequently can be cut by half or more.

These kinds of cost-saving shifts have been
underway for several years in Virginia as a
result of pre-admission screening for admis
sion to nursing homes and related activities,
but they can be intensified in the future.
When services in small community facilities
and at home are substituted for high-cost,
high-overhead, round-the-clock hospital
type care, t e savings ca e a a ·c. n t e
area of mental health and mental retarda
tion, for example, present plans in Southw
est Virginia call for converting a large tradi
tional and now somewhat obsolete mental
hospital into a modern correctional center,
while replacing the hospital with anew, tho
roughly modern smaller hospital, supple
mented by a number of community mental
health facilities located in smaller cities in the
region. Thus, essential core services will be
available more conveniently for the persons
involved, and far less disruption of normal
home and neighborhood life will occur. In
the end, considerable sums of money will be
saved with no loss in quality of treatment.
Another example of this kind of shift is in the
federal-state Medicaid program, where fed
eral government waivers are being secured to
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