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Introduction 

The recession that began in late 2007 is now recognized as one of the worst economic downturns in 
decades. Indicators posted during the past six quarters portend difficult conditions for months, even 
years to come. While economists project that the national rate of unemployment will soon reach 9 
percent, California’s unemployment rate hit 10.5 percent in February 2009, up from 6.1 percent in 
January 2008.1 Further, a growing number are underemployed: The number of individuals who were 
involuntarily working part-time instead of full-time due to the economy grew by 53.7 percent from 
February 2008 to February 2009.2 Thousands of home foreclosures and declining home values have 
de-stabilized local finances. Communities throughout the state are in economic crisis, and 
policymakers are debating strategies for stimulating the economy, generating revenue, and cutting 
spending among urgent and competing priorities. 

In this extraordinarily challenging time, human services programs in California are 
caught in the convergence of three forces:   

• a sudden and rapid escalation of demand,  

• profound historic cuts in state funding that have seriously eroded services, and  

• a deteriorating economy that depletes county resources to cope.  
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As context for policy decisions relating to human services, this paper reviews data and literature on 
human assistance programs, analyzes statewide data, and draws upon county-level data and 
information obtained through surveys of counties in October and again in February/March. Based 
on this analysis, the level of demand for human assistance programs, status of funding, counties’ 
capacity to deliver services, and the impact of human service programs to individuals and local 
economies is presented. The paper concludes with implications for policymakers as they continue 
deliberations to move California forward through this economic crisis. 

We note the following findings: 

• Demand for services is up. While demand for human services historically follows the 
economy, human services demand has increased sharply in this recession. The increase in 
applications and caseload has been both rapid and dramatic, and shows no signs of slowing 
at present. 

• State and local program funding is down. California’s safety net for the poorest is 
suffering the effects of a long-term disinvestment by the state, including nearly $2 billion 
annually in lost funding for the actual costs of program operations, direct program cuts, and 
declining realignment revenues. As county revenues are also in decline, they cannot backfill 
this growing gap. 

• Services are reduced and delayed. The state’s budget-balancing decisions have required 
counties to make significant cuts to program operations – including staffing, contracted 
services, program integrity activities, and other basic operations. These cuts translate into 
reduced access to and availability of services and delayed program eligibility for families and 
individuals seeking help. 

• Human services spending stimulates the economy. A large body of evidence, including 
a recent report from Beacon Economics, shows that human services programs stimulate the 
economy, and that investing in these programs substantially reduces the need for and cost of 
future services. Moreover, the American Recovery and Reinvestment Act provides enhanced 
federal matching funds for human services, helping these programs make an even greater 
impact on the state and local economies. 

DEMAND FOR SERVICES IS UP 

Historically, demand for human 
services follows the economy. 

Public assistance programs serve as an 
economic safety net for the lowest-income 
California families and individuals, helping 
them meet basic needs for food, shelter, and 
health care. A poor economy with high 
unemployment typically spurs an increase in 
demand for public assistance. Rising 
unemployment rates can increase caseloads in 
two ways: (1) by increasing the number of those 

who are newly eligible and apply for benefits, 
and (2) by delaying exit from these programs 
for current participants.3   

Studies have shown that Food Stamp caseloads 
have a strong correlation to the unemployment 
rate.4 This link is evident in Appendices A-1 
and A-2, which display county-specific 
Unemployment Rates and Food Stamp 
participation. In particular, counties in the San 
Joaquin Valley and rural Northern California 
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have higher rates of both unemployment and 
Food Stamp caseloads. 

Other human service programs have a similar, 
though less pronounced relationship. For 
example, Appendix A-3 shows CalWORKs 
caseload as a percent of total county 
population. Once again, counties in the San 
Joaquin Valley and rural Northern California 
have relatively higher caseloads than the rest of 
the state. It is worth noting that as 
unemployment began to rise in mid-2007, so 
did applications and caseloads for all public 
assistance programs, across all counties, and it is 
expected that application and caseload increases 
will persist as unemployment grows and the 
recession continues.   

 
Human services demand has spiked  
rapidly in this recession. 
 
Given the historical relationship, it is not 
surprising that many more families, single 
adults, and seniors are turning to public 
assistance for help as unemployment rates in 
California reach their highest level in 16 years5, 
businesses close, new job layoffs are announced 

almost daily, and home foreclosures continue to 
mount. The increase in applications and 
caseloads has been both rapid and dramatic, 
and shows no sign of slowing at present.  

Between September 2007 and September 2008, 
California’s public assistance programs across 
the board experienced extraordinary increases 
in requests for help to buy food for families and 
single adults, monthly cash assistance for 
families, emergency assistance for homeless 
families, general relief for childless adults, 
health care coverage for children and adults, 
and assistance with care of the disabled and 
seniors.6 No age level or geographic region has 
been untouched by the recession. 

The chart below shows the increase in 
applications for Food Stamps, CalWORKs, 
Medi-Cal, Homeless Assistance, and General 
Relief/General Assistance between September 
2006 and September 2008.  

It is important to consider increases in 
applications, as well as increases in caseloads. 
This is because applications must be processed, 
and work is required for both approved and 
denied applications. Thus, the rapid increase in 

applications has 
resulted in more 
workload for 
county eligibility 
workers than just 
t h e  c a s e l o a d 
increase alone 
might suggest. 

 

 

 

 

 

 

Social Service Applications in California
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As applications have 
gone up, caseloads 
have also increased 
dramatically over 
time, as shown in 
the chart at right. 
T h e s e  h i g h e r 
caseloads represent 
many thousands 
who have fallen to 
poverty levels. 

For  a  be t te r 
understanding of 
what this surge in 
applications and 
caseloads represents 
in terms of the well-
being of children, 
families, and seniors 
in our communities, 
it is illustrative to take a closer look at each program – the type and economic level of need that it 
meets, and who and how many are served. 

 

Social Service Caseloads in California

September 2006-October 2008
(Normalized to September 2006=100)
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���� Food Stamps 

Food Stamps are the first line of defense in the 
safety net and the program for which most 
applicants first are eligible. In enacting the 
American Recovery and Reinvestment Act of 
2009 (ARRA), Congress recognized the 
important role of Food Stamps in helping 
distressed families while boosting the economy. 
The final ARRA bill included a temporary 
benefit increase for all recipients. 

Californians received more than $2.5 billion in 
Food Stamp assistance in 2007.7 Between 
September 2007 and September 2008, the 
program’s overall caseload increased 15.3 
percent (135,670) to a total of 1,021,805. The 
non-assistance caseload (where some or all 
persons in the case are not receiving cash 
welfare) increased 20.9 percent (122,853), as 
illustrated by the chart at right.8 As of October 
2008, non-assistance cases represented 

approximately 73 percent of all Food Stamp 
cases. 

Counties report some common themes. Most 
notably, they are seeing an increase in 
applications from (1) formerly self-employed 
workers and (2) two-parent families due to job 
losses. Counties also note a high rate of re-
application among families whose initial 

Chart C-3  
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applications were denied, typically after several 
months when the family has exhausted its 
resources or unemployment benefits.  

Several counties also have seen an increase in 
the number of young adults seeking assistance, 
some of whom are ineligible.9 

���� CalWORKs 

CalWORKs provides monthly cash assistance 
to eligible one- and two-parent families, as well 
as to low-income children whose parents are 
not eligible, to ensure that children and their 
parents have basic necessities. The program 
also requires able parents to participate in 
welfare-to-work (WTW) activities, including 
subsidized and unsubsidized work, training and 
education, and other activities designed to help 
the family get back into the workforce.  

Between September 2007 and September 2008, 
overall caseload increased 5.9 percent 
(26,914), while the number of two-parent 

families increased 14.8 percent (4,861). In 
October 2008, a total of 488,503 families were 
receiving CalWORKs.10 The following chart 
illustrates the caseload trend. 

The higher increase in two-parent cases 
substantiates what many counties are reporting 
from their intake interviews – an increase in 
intact two-parent families who are applying, 
often for the first time, due to job layoff or a 
reduction in hours for one or both parents. In 
some cases, the increase is dramatic: Riverside 

County’s two-parent caseload increased 65.9 
percent over the 12-month period while its total 
caseload was up by 17.5 percent, and San 
Bernardino County’s two-parent caseload 
jumped 65.1 percent from June 2007 to 
September 2008 while its overall caseload grew 
by 23.1 percent. 

Changes also are occurring in the employment 
services associated with CalWORKs. Many 
counties are noting a higher level of skills and 
more employment experience among 
applicants. Los Angeles County reports that 
more clients are participating in job services, 
but fewer are finding employment through their 
job search activities. San Francisco has 
experienced a steep drop in job placements 
through its welfare-to-work programs just since 
October 2008. 

���� Homeless Assistance 

A part of the CalWORKs program, Homeless 
Assistance includes (1) temporary aid to shelter 
families for a limited number of days and (2) 
one-time payments to help families retain or 
regain permanent housing. 

From September 2007 to September 2008, total 
approved aid requests increased 22.2 
percent (874), as illustrated in the below chart. 
In September 2008, there were 3,707 homeless 
families whose requests for temporary 
assistance with emergency shelter costs were 
approved, with the length of aid averaging more 
than one week each (8.4 days).11  

Chart C-4  
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Many recent requests for assistance have come 
from families displaced due to foreclosure on 
rented or owned homes. Although the number 
receiving this benefit is small compared to other 
aid programs, the numbers do represent 
families whose complete lack of resources has 
put them on the streets until some assistance 
becomes available. Los Angeles County’s 21.5 
percent increase in approvals represented 2,036 
homeless families in September 2008. 
Numerous counties had a much greater increase 
in the number of days authorized than the 
number of requests approved. This suggests 
longer delays and/or more difficulty in 
resolving families’ homelessness. 

���� General Assistance 

General Assistance (or General Relief) is a 
state-mandated program funded entirely by 
counties. It provides basic subsistence to 
indigent, childless single adults and couples who 
are not eligible for state or federal aid. While 
some counties provide only cash assistance 
(generally not more than $300 per month for an 
individual), most combine cash assistance with 
vouchers for basic needs such as housing. Most 
counties also limit eligibility for employable 
clients to three months during any one year.  

In the one-year period ending September 2008, 
the number of persons served increased 17.3 
percent (16,575) to a total of 112,159, as the 
chart below illustrates.12 

The higher numbers include more young adults, 
more self-employed and more first-time 
applicants for this aid, according to county 

reports. The counties of Contra Costa, Fresno, 
Orange, Riverside, Sacramento, Stanislaus and 
Ventura all increased their numbers served by 
more than 20 percent. Sonoma County also 
reports an increase much greater than the 
average. Los Angeles County, with an increase 
of 17.6 percent, served 71,759 recipients. 

���� Medi-Cal 

The Medi-Cal program provides health care for 
the neediest populations and has the largest 
enrollment of the public assistance programs, 
including a high percentage of children. It has 
somewhat more flexible (and complex) 
eligibility parameters, with the recipient 
assuming a share of cost for services based on 
income. The program is so large that even small 
percentage increases represent tens of 
thousands of people.  

Between September 2007 and September 2008, 
total eligibles increased 2.6 percent (171,610 
persons) to a total of 6,759,386. In the managed 
care program, which predominantly includes 

families and children, 2,798,635 persons were 
enrolled in January 2009, an increase of 4.6 
percent over the prior year. The following chart 
illustrates the increase in total Medi-Cal 
enrollment over time. 

Many counties are reporting that recent 
applicants for Medi-Cal and Healthy Families (a 
separate health coverage program for children 
with somewhat higher family income), have a 

Chart C-6  
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somewhat higher socioeconomic status than 
applicants before fall 2007, including many who 
have lost job-based health benefits. Often these 
applicants cannot afford the monthly premiums 
for continuation of job-based health plans 
(COBRA).  

Across 15 counties sampled, which represent 75 
percent of the state caseload, none saw a Medi-
Cal caseload increase of more than 8 percent 
during the one-year period ending September 
2008.13 Note, however, that the Medi-Cal 
caseload is large and cases often comprise 
multiple persons, so that even small percentage 
increases represent many thousands of people. 
An increase of 3.8 percent in San Diego County 
saw close to 4,000 cases added to the program. 
Orange County’s 3.5 percent increase just over 
4,500 cases, and Los Angeles County’s 2 
percent increase added slightly more than 
13,000 cases. 

A high percentage of applicants are 
struggling financially, but ineligible. 

The increase in 
c a s e l o a d s 
described above 
is striking, and 
yet the increase 
in applications is 
unprecedented in 
i t s  r e a c h .  
Counties report 
seeing many 
families who 
h a v e  n e v e r 
utilized human 
services applying 
for assistance. 
Although at all 
t ime s  some 
applicants do not 
q u a l i f y  f o r 
assistance, there 
i s  a  l a rge 
d i f f e r e n c e 
between the 

number who applied for assistance and the 
number who received assistance between 
September 2007 and September 2008. For 
example, in the Food Stamp program 
applications have risen 33.0 percent while cases 
have increased 15.3 percent.  This phenomenon 
– seen in all programs – suggests that many 
more families and individuals are struggling to 
make ends meet than can be served under 
existing program rules.   

This gap between the number of applicants and 
the number of recipients is a strong indicator of 
more trouble to come as the recession endures.  
Thousands have sustained major economic 
setbacks, are fearful they are unable to meet 
their own or their families’ needs, and are 
turning to public assistance. The chart below 
illustrates the high number of applications in all 
programs vs. approved caseload. If not eligible 
now, many applicants may be eligible when 
their remaining resources are exhausted, 
COBRA benefits end, or Unemployment 
Insurance benefits are used up. 
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The disparity between the number of 
applications and caseload can be startling. The 
level of monthly Food Stamp applications in 
Contra Costa County rose 54.4 percent vs. an 
annual caseload increase of 11.6 percent from 
September 2007 to September 2008. Monthly 
CalWORKs applications in Ventura County in 
that same period increased by 18.6 percent – 
double the caseload increase of 9.1 percent.  

Program rules limit the amount of assets an 
applicant or recipient can have. What most 
people would consider basic survival assets can 
disqualify a family from receiving assistance. 
For example, owning a car worth more than 
$4,650 can make a family ineligible for 
CalWORKs. Applicants for Medi-Cal may find 
that their relatively modest savings account 
rules them out of consideration. For some 
programs, savings in an IRA or educational 
savings account may be cause for denial. When 

At the close of fiscal year 2008-09, county 
human services programs are sustaining an 
aggregate funding shortfall close to $2 billion 
annually, a result of frozen funding, direct 
program cuts, and declining realignment 
dollars.14 Declining county revenues make it 
increasingly impossible to backfill this gap. 

 

State funding cuts and revenue 
declines have compromised services.   
 

At a time when counties are attempting to meet 
the increased demands of applicants and 
recipients during a severe economic downturn, 
California’s safety net for the poorest is 
suffering the effects of a long-term 
disinvestment by the state. The three main areas 
of state disinvestment have been (1) frozen 
funding, (2) direct program cuts, and (3) 
declining realignment revenues. 

� Funding freeze. For eight years, since 2001, 
state funding to reflect the actual costs of 
administering human services programs (the 
“cost of doing business” representing costs 
such as employee salaries, fuel, rent, and utilities 
costs) has remained flat. Over the same time 
period, costs for operating those programs have 
steadily risen. In their efforts to balance state 
budgets, California’s policymakers have 
essentially required counties to do more with 
less, indirectly increasing the percentage that 
the counties are required by law to contribute 
to the costs of each of these programs.    

Until the 2008-09 fiscal year, Medi-Cal eligibility 
had been the one exception to the freeze on 
funding actual county operating costs. 
However, both the 2008-09 and 2009-10 
budgets suspend this cost-of-doing-business 
funding, a gap of $114 million ($57 million 
General Fund) across the two years.  

STATE & LOCAL PROGRAM FUNDING HAS DECLINED SIGNIFICANTLY 

the car is sold, the savings are spent down, or 
the investments are withdrawn, many will 
qualify for aid. They also will have fewer 
resources available to help them re-enter the job 
market, return to long-term self-sufficiency, and 
weather future economic crises.  

The current high percentage of ineligible 
applicants not only indicates the precarious 
situation of many families, it also warns of 
potentially larger caseloads to come. This 
disparity translates into a much greater 
workload for county staff, with no increase in 
benefits to individuals, exacerbating stress on a 
severely strained and under-funded system. The 
gap between applicants and approved cases also 
suggests that the programs currently in place 
may not be structured in a way that meets the 
immediate needs of the families whom this 
recession is hitting hardest. 
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In total, this freeze has created a county human 
services funding deficit projected at $l.015 
billion ($600.3 million General Fund) annually 
at this point, an amount that continues to grow 
over time as the actual cost of operating 
programs continues to increase.15 

� Direct program cuts. Adding to the human 
services funding deficit, and constituting a 
second form of disinvestment, are a number of 
direct cuts made to these programs over the 
past several years. Through fiscal year 2007-08, 
California policymakers made cuts to human 
services operations totaling $165.5 million in 
CalWORKs and $65.6 million in Food 
Stamps.16 In the 2008-09 budget, policymakers 
cut an additional $7.7 million in CalWORKs 
eligibility and employment services, $42.1 
million in Medi-Cal eligibility operations, and 
$20.9 million in Food Stamps administration.17 
Upon signing the 2008-09 budget, the governor 
vetoed $70 million for CalWORKs employment 
and eligibility services, effecting a 5 percent 
reduction, and $16.4 million for child care.18  

Direct budget cuts to these and other human 
services programs over the past eight years total 
$432.9 million ($332.1 million General Fund).19 

The funding crisis was aggravated by the State 
Controller’s move in early February to start 
delaying almost $270 million in state General 
Fund payments to counties for social services.  

While these deferrals have since been lifted, 
confusion continues locally regarding 
repayment of the deferred funds and there are 
signs the state may again suffer a cash-flow 
crisis as soon as July 2009. Further, counties 
will see a deferral of funds from July and 
August 2009 to September 2009 pursuant to the 
February budget package.  

� Declining realignment funds. In 1991, in 
the face of a huge budget deficit, the state 
“realigned” the funding responsibility for 19 
health, mental health and social service 
programs. The "realignment" shifted costs from 
the state to counties in exchange for the state’s 

channeling back to counties dedicated revenues 
from sales tax and vehicle license fees. Counties 
received some assurance of a dedicated revenue 
s o u r c e  t h a t  w o u l d  g r ow  o v e r 
time. Realignment funds are intended to 
increase annually to meet rising caseload 
growth in the social service programs. 
However, as the demands for social services 
programs continue to escalate, realignment 
revenues are declining – a third form of state 
disinvestment in human services. By August 
2009, the projected realignment shortfall to 
counties will be over $400 million.20 

Clearly, even before the economic downturn, 
eight years of funding reductions had 
diminished counties’ ability to effectively 
provide services to hundreds of thousands of 
vulnerable children, families and seniors.   

 
Local resources cannot fill the gap. 
 

���� Declining local revenues signal deeper 
program cuts. The growing shortfall puts 
counties in the untenable position of backfilling 
the gap with their own limited funds or cutting 
state and federally required services that the 
state – and county residents – expect them to 

County Funding  
Deficit: Close to  

$2 Billion Annually 

Frozen Funding:  
$1.015 Billion 

Direct Program Cuts:  
$432.9 Million 

Realignment Shortfall:  
$400 Million 



Human Services in a Time of Economic Crisis 

12 

deliver. Each county must make decisions as to 
how it will manage its human services programs 
with these sharply reduced resources. Since 
2001, a number of counties have backfilled with 
local revenues to compensate for state 
reductions, although local revenues never fully 
filled the funding gap.  

Counties, too, are experiencing rapidly 
shrinking revenues in the recessionary 
economy with loss of sales and property 
taxes and fees related to home construction 
and sales. State taxable sales are projected to 
be down 8.7 percent at the midpoint of 2009 
and to remain negative until well into 2010.21 
Many counties are seeing the assessed value of 
property decline. Los Angeles County is 
estimating a 1 percent or $11 billion drop in its 
$1.1 trillion tax base, and San Bernardino 
projects a 5.7 percent or $10.3 billion drop in its 
property valuation.22 These declining valued, 
along with limitations imposed by Proposition 
13 will mean that property taxes will not grow 
at their historic rates and, in some cases, may 
actually decline in real dollars. 

In response, many counties have set goals for 
reducing costs across numerous programs, 
including human services. Riverside County, 
which has experienced some of the sharpest 
caseload increases, is planning a 10 percent cut 
in 2009-10 to all county departments. Marin 
County, which has already reduced staffing, 

anticipates further reductions in health and 
human services resulting from loss of state 
revenues on top of 5 percent to 10 percent net 
county cost reductions.   

Butte County has reduced its workforce by 10 
percent and eliminated close to $3 million in 
contracted services. In Orange County, at a 
minimum, the county anticipates providing 
mandated and core services and not backfilling 
for state shortfalls. The Mayor's Budget Office 
in San Francisco has issued a 25 percent 
reduction target for General Fund departments, 
with the goal of prioritizing core government 
and direct services to the county's most 
vulnerable residents.23  

To sustain human services programs for their 
residents, a number of counties have voluntarily 
backfilled state funding gaps over the past 
several years, despite not being required to do 
so. These counties provided $270.4 million in 
backfill funds in 2006-07 and $117.3 million in 
2007-08.24 Due to the dire fiscal outlook for 
most counties, preliminary indications are that 
counties are being forced to reduce this backfill 
and that some will have to completely eliminate 
all backfill funding in FY 2009-10, essentially 
constituting an additional loss of hundreds of 
millions of dollars in program funding going 
forward, including lost federal funds that could 
have been drawn down by these expenditures. 

The worsening economy and the state’s budget-
balancing decisions have required counties to 
respond with cost-cutting measures that affect 
their ability to provide core services. These cuts 
have a direct negative impact on individuals and 
families seeking help. 

Deep cuts into core safety net 
services.  

Counties have made significant cuts to program 
operations – including staffing, contracted  

 

services, program integrity activities, and other 
basic operations – to mitigate their diminishing 
federal, state and local funds.  

���� Already inadequate staffing levels have 
been further reduced. Even as counties 
experience insufficient staffing levels, they have 
continued to steadily reduce positions over the 
last eight years to cut costs. This has been 
accomplished via unfilled vacancies, eliminated 
positions, hiring freezes, and, most recently, 

SERVICE REDUCTIONS RESULT IN SERIOUS ADVERSE IMPACTS 
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layoffs and furloughs. To quantify what the 
statewide funding cuts mean to safety-net 
services, it is possible to postulate what the 
impact has been on staffing alone. Based on 
actual cost and workload data, the cumulative 
funding loss from the combined deficit and 
budget cuts calculates into a statewide loss of 
9,297 workers across the spectrum of county-
operated human services programs during the 
past eight years.25 

Counties continue to make direct cuts to 
staffing levels. Many report that while 2008-09 
has been bad, 2009-10 will be even worse. In 
the current fiscal year, Alameda County has left 
14.6 percent of its positions vacant, Placer 
County has eliminated positions and left others 
vacant for a 20.7 percent reduction, and 
Amador County has done the same for a 25.6 
percent reduction in positions. Santa Cruz 
County reported 71 eliminated positions in the 
current year, representing 13 percent of its 
workforce, and anticipates eliminating another 
40 to 50 positions in 2009-10. 

With respect to outright staff layoffs, San 
Francisco reported 112 layoffs, Contra Costa 
74, Tulare County 78, and several other 
counties reported small layoff numbers. Many 
counties held positions vacant, ranging from 7 
percent to 15 percent. In the current budget 
year, and projected for 2009-10, counties are 
also implementing furloughs to reduce costs. 
Twelve counties reported mandatory or 
voluntary furloughs for some or all of their 
staff. Los Angeles County, which this year held 
1,000 positions vacant, noted that “with rising 
caseloads and insufficient funding to hire 
behind attrition, we staff these programs at 
dangerously low levels.”26 

���� Millions of dollars of contracted services 
have been cut. County human services 
departments often partner with community-
based organizations or other county 
departments to address the many needs of 
families and extend the effectiveness or 
integrity of their programs. For example, 

CalWORKs programs often contract for job 
training or substance abuse treatment for 
participants in welfare-to-work, and most 
departments contract with their county district 
attorneys for welfare fraud investigation and 
prosecution. 

Counties surveyed by the California Budget 
Project in 2008 reported that they reduced 
spending on contracts with community partners 
by a total of more than $37 million between 
2004-05 and 2007-08.27 Out of 40 counties 
surveyed by CWDA in October 2008, nearly all 
reported reducing contracts in 2008-09 by an 
additional 10 to 20 percent, with Santa Barbara 
reporting an 80 percent reduction. Counties 
that reported dollar amounts showed a total of 
$13 million in contract cuts.28 This year, Contra 
Costa County reduced the contract with its 
district attorney by 50 percent, and other 
counties also reported reductions in this area.29 

���� Program integrity activities are being 
scaled back. A number of counties are cutting 
back on fraud prevention, investigation, and 
collection activities, including both in-house 
and those conducted by the District Attorney 
(DA). More counties are considering doing so 
for the upcoming fiscal year. Merced County 
reports reducing their DA fraud investigation 
services by half. Some, such as Amador and 
Contra Costa counties, report they have 
reduced departmental staff for early-fraud 
prevention, and Imperial and Kern counties 
report they may do the same. 

Furthermore, some counties are reducing 
income eligibility verification staff. With high 
caseloads for existing staff, eligibility 
investigations may be incomplete or rushed. 
These factors can add to errors that may or may 
not benefit applicants. For example, the state’s 
negative error rate for Food Stamps, which 
measures whether benefits were correctly 
denied, suspended, or terminated, increased to 
27.7 percent in October 2008, the highest in the 
nation.  These errors add to workload for fraud 
investigation and fair hearings, which  
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compounds the staff reductions to fraud 
prevention and investigations.   

���� Basic operations have been cut. In 
addition to reducing staff and cutting contracts, 
counties have sought other ways to shave costs. 
Many counties have cut training programs and 
information technology and have limited travel 
to geographically dispersed clients.31  

Cuts translate into reduced services 
and adverse impacts.  

The significant cuts made to human services 
program operating budgets do not bode well 
for the vulnerable families who are seeking 
assistance or for their communities.32 

���� Access to needed services has declined. 
Reductions to basic operating costs affect the 
ability of families to access services at a time 
when demand is soaring. About 20 percent of 
the counties statewide have closed office sites 
or reduced office hours, including some 
counties that have done both. Sacramento 
County indicates that it has closed one district 
office and is considering closing more offices. 
A number of additional counties are 
considering closing offices and reducing office 
hours in the upcoming fiscal year.  

Office closures and reductions in operating 
hours result in families having less opportunity 
to obtain the services they need. Furthermore, 
families may need to travel farther to apply for 
benefits, an added time-consuming hardship. 
Several counties report that community 
members now need to travel across town and in 
one case in Solano County, to another town 15 
miles away, to obtain some services. Offices 
located in already disadvantaged communities 
within counties are also being closed, making 
access to services more difficult for individuals 
who are already particularly vulnerable in this 
economic downturn.  

Even when offices remain open, the hiring 
freezes and staff furloughs often result in only 
minimal staffing. A number of counties have 

been forced to reduce staffing levels on some 
days to only those critical staff needed to 
provide emergency services. Some counties 
report consolidating particular services in 
specific offices due to staffing issues, such that 
some services are no longer available in 
communities where they previously existed. 

���� Determinations of eligibility for services 
are potentially delayed. All of these office and 
staffing reductions further compound the 
difficulties faced by county staff in handling the 
dramatically increased volume of applications 
for services. And with thousands fewer human 
services professionals on the job, it is 
increasingly difficult for applicants and clients 
to meet with a worker. Already, in some 
locations, applicants are standing in long lines. 
In almost one-fifth of counties, appointments 
for an initial eligibility interview for some 
programs must be pushed more than two weeks 
out, and in another seven counties 
appointments take between one and two weeks 
to schedule. Again applying actual cost and 
caseload data, the number of workers lost due 
to funding deficits and cuts could cause delays 
in CalWORKs benefits and employment 
services to almost 280,000 families statewide. 
That same calculation indicates delays in Food 
Stamp issuance to 472,000 families or 
individuals, and delays in Medi-Cal assistance to 
342,000 applicants or clients. 

���� Welfare-to-Work services are being 
curtailed. The multi-million dollar cuts to 
contracted services have hit welfare-to-work 
services to CalWORKs recipients particularly 
hard. More than one-quarter of counties 
specifically report scaling back on these 
services. In addition to cutting employment 
training, job search, career education, and job 
placement services, numerous counties report 
reducing transportation reimbursements, 
making it difficult even for those recipients who 
have managed to find jobs in this economy, let 
alone those who are still seeking employment. 
A few counties also report that their ability to 
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identify barriers to employment among their 
CalWORKs clients is now compromised.   

Besides affecting the ability of CalWORKs 
recipients to secure employment, reductions in 
welfare-to-work services also have implications 
for the state. For example, Butte County 
reports that it is eliminating home visits for 
non-compliant and sanctioned cases and will be 
granting good cause exemptions for participants 
in remote locations who lack transportation. 
Butte County is not alone in expanding the use 
of good cause exemptions when the county 
cannot provide transportation, child care, or 
other necessary services. San Bernardino 
County was able at one time to provide welfare-
to-work services to its Safety Net population 
(parents who have exhausted their 60-month 
time limit on aid), but has had to eliminate 
those services.  These trends are troubling for 
the state’s efforts to comply with federal work 
participation rate requirements and represent a 
reversal of years of work to improve county 
capacity in these areas.  

���� Other critical services are being reduced. 
In addition to welfare-to-work and related 
services, counties are reducing other services 
that support families, children, elder adults, and 
persons with disabilities. With respect to their 
CalWORKs clients, some counties report 
reducing domestic violence services, learning 
disability and psychiatric evaluations, and 
alcohol and other drug treatment services. 
Some counties are significantly reducing or 
eliminating assistance to families who are 
homeless or at-risk of homelessness, making it 
more difficult for these families to become self-
sufficient. 

However, the reductions go well beyond the 
CalWORKs program, touching services to 
those who are already among the most 
vulnerable. Cuts to both the Child Welfare 
Services (CWS) and Adult Protective Services 
(APS) programs are occurring in many counties, 
in some cases for the first time in recent years. 
These programs are especially hard-hit in 

counties that have spent their own funds to 
backfill the significant historic funding gaps in 
CWS and APS, because precipitously declining 
county revenues have made it nearly impossible 
for counties to continue this practice. 

In CWS, almost one-fifth of counties report 
making cuts to their programs. These cuts are 
resulting in the elimination of preventive 
services provided to increasingly stressed 
families, as well as counseling and other services 
to children already in the system. With counties 
scaling back to provide only the most essential 
services, they are left with the ability only to 
respond to allegations and incidences of child 
abuse rather than be in a position to prevent 
abuse and keep families together. Some 
counties report they are reducing efforts to 
recruit foster families and providing fewer 
services to support foster families.  

The results of these cuts are siblings being 
separated and children being placed in higher 
levels of care than needed. In general, with 
fewer workers, counties are missing 
opportunities for prevention and case 
management that help avoid crises and higher-
cost interventions over time.   

Similarly, cuts to APS programs are leaving 
elderly Californians and adults with disabilities 
progressively more vulnerable to abuse and 
neglect. Cases are increasingly being triaged, 
with only the most severe and life-threatening 
receiving immediate attention. Response time is 
delayed and face-to-face investigations are being 
reduced. Cases are being closed more quickly in 
order for workers to manage the caseload. 
Meeting all of the statutory mandates of the 
program is impossible, especially after a direct 
cut of $11.4 million in 2008-09 after years of 
stagnant funding during which county 
purchasing power fell further and further 
behind the actual cost of operating the 
program. 
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A large body of evidence, including a recent 
report from Beacon Economics, shows that 
human services programs stimulate the 
economy, and that investing in these programs 
substantially reduces the need for and cost of 
future services. Moreover, the American 
Recovery and Reinvestment Act of 2009 
(ARRA) provides enhanced federal matching 
funds for human services, helping these 
programs make an even greater impact on the 
state and local economies. While the ARRA 
funds are temporary, the contributions made by 
county human services programs to the state 
and local economies are ongoing.  

Human services generate immediate 
economic impact. 

In their January 9 analysis of the President’s 
proposed economic recovery plan, economists 
Christina Romer and Jared Bernstein concluded 
that temporary programs to protect people who 
are the most vulnerable in a deep recession will 
“have the largest job bang for the buck.” 
Compared to the spending rate of other 
stimulus proposals, funds to protect the 
vulnerable are spent very quickly. Their analysis 
also projected that temporary increases in Food 
Stamps and unemployment benefits in the 
stimulus package would contribute more than 
one-fifth of all the jobs the package would 
generate in 2009.33 

Mark Zandi, writing in Moody’s “Dismal 
Scientist,” states that “Increasing food stamp 
payments by $1 boosts [national] GDP by 
$1.73,” and notes that it is an effective way to 
prime the economic pump because people who 
receive the benefits will spend them within 
weeks.34 By the same token, any form of cash 
aid to hard-pressed families will go immediately 
back into the economy for food, shelter, 
clothing, transportation, and other basic 
necessities, and stimulate demand for additional 
goods and services. 

The Center on Budget and Policy Priorities also 
supports temporary assistance measures and 
posits that they can have a direct effect on jobs 
by retaining workers who might otherwise be 
laid off without the increased demand for 
goods and services created by stimulated 
spending.35   

���� Beacon Economics reports human 
services provide 32 percent boost to 
economy. The above findings were echoed in a 
recent study completed by Beacon Economics, 
which evaluated the economic impact of 
spending on human services programs in 
California.36 The study concludes that, as a 
whole, human services expenditures generate 
1.32 dollars of economic activity for every 
dollar spent, meaning that output and 
employment resulting from program 
expenditures are greater than the expenditures 
alone would suggest. Beacon estimates the total 
economic impact of human services programs 
at $25 billion in 2007-08, creating 132,000 jobs, 
and generating $467 million in sales tax 
revenues.  Moreover, the report uses a more 
conservative approach than other models, such 
as those developed by the US Department of 
Agriculture.  As a result, the economic impact 
of spending on these programs may be even 
higher than the estimates described in Beacon’s 
report. 

The study found that CalWORKs, Food 
Stamps, and In-Home Supportive Services have 
the highest “multipliers,” or ratios of economic 
activity generated to dollar spent. This is due to 
the high proportion of funding that is provided 
to low-income families and individuals, who are 
likely to quickly spend their benefits and 
stimulate the economy. 

Further, because of federal matching dollars – 
particularly the enhanced matches newly 
available through the American Recovery and 
Reinvestment Act – Beacon notes that any 

HUMAN SERVICES SPENDING STIMULATES THE ECONOMY 
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reductions in state spending for certain 
programs would come at a very significant cost. 
For example, the report found that the 
current state multiplier for CalWORKs 
benefits is 7.35, meaning that if state 
expenditures on CalWORKs grants 
increased by $1 million, output would 
increase by $7.35 million, and employment 
would experience a comparable boost. 

Costly long-term effects from reduced 
and delayed human services. 

In addition to the immediate economic impact, 
the Beacon study assessed the long-term impact 
of cuts to program benefits and caseworker 
staffing levels. Beacon found that the hidden 
and indirect costs of reducing human services 
expenditures are substantial.   

� Poverty. The cash benefits paid to a family 
on welfare are not sufficient to lift that family 
out of poverty. The CalWORKs monthly 
Maximum Aid Payment for a family of four is 
$862 – well below the federal poverty line of 
$1,767. Yet these benefits serve to forestall 
some of the direst consequences for families at 
lower income levels. 

Any delay or reduction in benefits puts 
recipients at high risk for food insecurity, poor 
family physical and emotional well-being37, 
child abuse, negative behavior and poor health 
of children38, difficulty in accessing medical 
care39 and homelessness.40  

� Child maltreatment. The costs associated 
with child abuse and neglect include those of 
the child welfare system, hospitalization, law 
enforcement, and judicial systems. There are 
also costs associated with special education, 
juvenile delinquency and lost productivity. The 
average hospitalization charge for abused or 
neglected children is nearly $10,000 more than 
for other children.41 

� Homelessness. Costs for homelessness 
include hospital care for related illnesses, such 
as respiratory disorders, trauma, skin disorders, 

infectious diseases, substance abuse and mental 
illness. There also are costs for shelter, 
incarceration and detox services. One study 
found that the annual cost to provide services 
to one homeless individual was $40,000.42 

� Domestic violence. The stresses of poverty 
can lead not only to neglect or violence against 
children, but also to violence against domestic 
partners. A study by the Centers for Disease 
Control and Prevention reported that, among 
victims who sought treatment, the mean 
medical cost per assault was $2,665.43 Also, 
incidents of domestic violence often require the 
intervention of law enforcement and may lead 
to criminal justice proceedings. 

� Substance abuse. A difficult and common 
problem at all economic levels, substance abuse 
can become even more likely with the stress of 
poverty. It may be identified and treated as an 
employment barrier among recipients of public 
assistance if staffing is adequate, staff are 
properly trained and services are available. 
Costs of untreated substance abuse include 
those of the criminal justice systems, medical 
care, mental health, and lost productivity.44   

Recognizing these long-term consequences of 
reductions in human services, a group of 117 
economists that span the ideological specturm 
has stated that steep state budget cuts in human 
services will not only exacerbate an economic 
downturn but will harm vulnerable low- and 
moderate-income families. 

Program cuts have disproportionate 
impact in high-poverty, high-
unemployment regions.   

The negative outcomes for individuals and 
communities from reductions in human 
services programs are magnified in regions of 
the state with higher poverty and 
unemployment rates. As shown in Appendices 
A-1 and A-4, counties in the San Joaquin Valley 
and rural Northern California tend to have 
higher unemployment rates and higher poverty 
rates than the rest of the state. Previous 
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research45, as well as the data presented in 
Appendices A-2 and A-3, confirm that counties 
in these regions tend to have higher 
proportions of their populations receiving 
public assistance, and would therefore be more 

adversely affected by benefit cuts or service 
reductions. The compounded effects of high 
unemployment and poverty would make the 
economic and social costs of program cuts 
more severe in these counties. 

The research herein reveals some important 
implications for policymakers as they consider 
how to move forward in the face of further 
declines in revenues and grim budget 
projections. 

� The right policy and fiscal decisions can 
minimize the worsening condition of the 
safety net. As the recession continues and 
unemployment rises – and during the 
potentially long recovery yet to come – the 
demand for public assistance will continue at 
record levels for at least some time to come. 
Due to the numerous disinvestments described 
above, counties already have limited ability to 
meet the demands of this population. Given 
that we know a great deal of need is not being 
met already, and it is likely to grow worse 
before getting better, policymakers should strive 
to avoid doing more harm to the state’s already 
battered public assistance system. 

� Federal stimulus funding has great 
potential to help, though it is temporary. 
The American Recovery and Reinvestment Act 
provides  increases in Food Stamp benefits, 
workforce training funds, emergency 
Temporary Assistance to Needy Families 
funding, and boosts to Unemployment 
Insurance and COBRA benefits for the recently 
laid-off. The state’s ability to take advantage of 
this emergency federal relief, however, is in 
some measure dependent on its infrastructure 
and available person-power. Because our 
infrastructure is stretched so thin, California 
likely does not have the same ability as other 
states to quickly process new Food Stamp 
benefits or move additional people from 

welfare to work via subsidized employment or 
workforce training programs. Note, too, that 
these program enhancements are largely time-
limited – and the clock is already ticking. 

� An ineffective safety net can make an 
already bad situation worse. Failure to fund 
public assistance programs leads to a host of 
poor health outcomes for children and families 
and higher future costs related to child abuse 
and neglect, homelessness, malnutrition, 
violence, and substance abuse. These longer-
term implications of service reduction add a 
significant economic load. As Beacon 
Economics concluded in 2009, in addition to 
multipliers that reflect the benefit of human 
services spending in the economy, there also 
should be a multiplier for the effect of reducing 
future demand for services by providing them 
today.46 

� Policymakers must factor in the 
economic stimulus effect of human services 
programs. As numerous economic studies 
suggest and the new Beacon Economics report 
demonstrates, funding human services 
programs provides an immediate and direct 
stimulus effect to the state’s economy. In the 
hands of needy families, Food Stamps and 
CalWORKs benefits can become a catalyst for 
jump-starting the flagging economy. The 
funding provided through these programs 
contributes to economic growth both directly 
and indirectly, by inducing the production of 
goods and services and the creation of jobs and, 
therefore, revenue for the state and localities.  

IMPLICATIONS FOR POLICYMAKERS 
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Further, while funding these programs has a 
stimulus effect beyond just the value of the 
services provided, cutting the programs pulls 
even more money out of the local economy due 
to the programs’ multiplier effects.  

� The current crisis offers an opportunity 
to evaluate how well the “safety net” works 
in times of severe economic recession. The 
safety net is intended to help people when their 
economic circumstances decline – when they 
lose a job, become homeless, and need help to 
get by. This paper indicates some serious 
deficiencies in the safety net’s ability to meet its 
goals.  

In addition to the lack of staffing and resources 
in counties to help vulnerable families and 
individuals in this current crisis, the programs 
do not appear to be structured in a way that 
helps parents who have recently lost a job and 
who may have some assets in the bank or a 
reasonably decent car. As evidenced by the data 
above, the asset requirements in our safety net 
programs have resulted in a large number of 
families being turned away, and we anticipate 
that they will return after spending down their 
bank accounts, selling the car, or tapping their 
children’s education fund or their own 
retirement savings. Many personal economic 
advisers suggest that a family should have three 
or six months’ worth of expenses saved in case 
of a rainy day. Our safety net programs typically 
allow no more than $2,000 in the bank – barely 

one month of expenses for many families. 

This begs the question: Should our safety-net 
programs require families to be so poor that 
they have a more difficult time escaping 
poverty? Should they require families to have a 
car that often requires repairs because it is 
worth so little? Or, should they be structured in 
a way that encourages temporary use of public 
assistance when times are tough but that 
enables the family to retain a reasonable 
amount of savings, encourages them to make 
investments in their future, and allows them to 
own a decent car to enable the parents to get 
back into the workforce quickly? And, how do 
we view and enhance the intertwined role of 
safety net programs, the Unemployment 
Insurance program, health care coverage 
programs, and workforce training? The answers 
to these questions will stimulate further debate 
and may point toward potential policy changes 
during this time of economic crisis and 
dislocation. 

For policymakers, the ultimate implications are 
clear: A large body of evidence strongly 
indicates cutting human services spending does 
more harm than good to the economy both in 
the short term and for the future. During an 
economic downturn, along with revenue 
enhancement or spending on infrastructure, 
spending on human services is an essential 
component in recovery of a balanced and viable 
economy for the state and counties. 
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Appendix A-1: Unemployment Rates, By County (February 2009) 

Source: CA Employment Development Department 
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Appendix A-2: Food Stamp Receipt as Percent of Population, By County 
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Appendix A-3: CalWORKs Receipt as Percent of Population, By County 
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Appendix A-4: California Poverty Rates By County, 2005 

Source: U.S. Census Bureau 
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