








PREFACE '. '. . 
puJjlic financiI;tg for,education and anarray of other children's services has beccim~a topic of ' 

significant interest and political concern. Growing skepticism among it critical mass of 

American voters and taxpayers has fueled doubts about the ability of goveriun~nt to solve 

social problems and provide basic supports and services that enhance. the quality' of life in, 

. their communities; Voters spoke clearly in November 1994. They want more for their 

money~ They wantmore and better services, but they aiso want balanced budgets and cuts in 

income and property taxes. In this. time of big public deficits, they wantgovemment at all 

levels to operate more effectively and efficiently. They also ~ant it to invest ~isely andlive 

within its means. On Capitol Hill on Washington, DC and in statehouses nationwide; 

. policymakers are scrambling to respond. 

Across the. country, there is mount~g evidence of efforts to reform and. restructure 

education and other community supports, and services in order to improve the . lives and 

future prospects ofchildre~ and their families. Critical to the success of these initiatives is the. 
way in~hich";they'~re financed. How revenues are generated and hoW funds are channeled 

to schools, human service agef.lcies, and community development initiatives influence what. ,. 

programs and services are available. It determinesh~w they are p~ovidedand who benefits 

from them. Financing also affects how state and lo~alqfficials define. inve~tJjje~t and 

program 'priorities, an~ it creates incentives that guide how educators, other, 'service 

providers, and corrinwrrlty voloot~ers do their jobs. ,!lor these reasons, 'fiflancing 

fundamentally' affects how responsive programs and, institution~ ar~ to the needs: oIthe 
, . , . , 

, people and communities they are in business to serve. ' 
. . . - . . \ 

Iii recent yea'rs, several blue ribbon commissions and national task forces have 

presehted ambitious prescriptions fcir refornting and'resJructuring .the nation's' education, 

health, and human se'rvicesystems in order to improve outcomes for children. While some 

have ~rgued, that public financing ,and rel~te~ ,structural !ll1d administrative issues,are critical· 
to effoits·to foster children's healthy d~velopment and sch~ol success,. none has been framed' 

for the, specific purposeo! inventivelyreconceptualizing public financing. Indeed, many of 

the most iliorough and thouglitful reports: have calleq for ari overlay ofnew funds; but have " 

" neglected to provide cogent analyses of effective financing strategies, the costs of converting 

to th~~e approaches, and the potential berieficial outcomes th~t might aC,crue fro~addressing 
financh-tg refor:n as an irlt~gralaspect of progr~m reform. 

In: addition, .the past s~veral years have witnessed a burgeoning of experimental efforts 

, by mayors and city managers, governors and state agency directors, legislator's a~d council 

members, program managers and (school officials to make gov~mment work better and more 

efficie.otly. They. have been enhanced by. the work of people outside of govemment, 

including foUndation executives, business and labor leaders,. community organizers, . and , 

academic sc;hoiars: Some are c~eating new ways to'raise revenues, manage schools, deliver 

human services, and spur community economic development: Others are designing new 

public governance and budg~ting systems. Still others are. developing and testing new 

approaches to more directly involve citizens in setting public priorities and maintaining' 
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accountability for public expenditures. Taken together, these efforts suggest the nascent' 

strands of new and improved public financing strategies. 

Against this backdrop, a consortium of national foundations established The Finance 

Project to improve the effectiveness, efficiency, and equity of public financirig for education 
. . 

and an array of other community supports and services for children and their families. Over 

a three-year period that began in January 1994, The Finance Project is conducting an 

ambitious agenda of policy research and. development activities, as well as policymaker 

forums and public education. The aim is to mcrease knowledge and strengthen the capability 

of governments at all levels to implement strategies for generating and investing public 

resources that more closely match public priorities and more effectively support improved 

education and community systems. 

As a part of its work, The Finance Project produces a series of working papers on salient 

issues related to financing for education and other children's services. Some are developed 

by project staff; others are the products of efforts by outside researchers and analysts. Many 

are works in progress that will be revised and updated as new information becomes 

available. They reflect. the views and interpretations of the authors. By making them 

available to a wider audience our intent is to stimulate new thinking and induc!'! a variety of 

public jurisdictions, private organizations, and individuals to examine the ideas and findings 

they present and use them to advance their own efforts to improve public fiTIancing 

strategies. 

This paper, Creating More Comprehensive, Community-based Support' Systems: The Critical 

Role of Finance, was written by Martin E. Orland, Anna E. Danegger, and Ellen Foley, and was 

reprinted with permission from Integrated Services for Children and Families: Opportunities for 
Psychological Practice, an edited volume in press at the' American Psychological Association. It 

serves as both a guide to social service financing mechanisms for the non-expert, and an 

analysiS of how those mechaniSms can impede service delivery. With particular attention to 

the challenges and opportunities offered by the changing policy environment and the 

approaching federal block grant era, it also explores options for finan~ing reforms that 

support comprehensive, community-based services for· children and famili,es; 

. Cheryl D, Hayes 

Executive Director 
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. INT~ODUCTION 

, P~ograms,serving children and families are funded through countless fe~eral, state,and l.ocal 

" , govemment~l chimnels, as well as through private sources. The federal. goveriunent, alone 

currently- funds nearly 500 distffid programs, for children, their. families; and their 

cOmrrlunities, ranging from health to education services, and from child protection and 

support to youth centers. In addition, state'and local governments, and private individuals 

" and corporations, fund their own series of initiatives for children and their families. ' By one 

, count" there are some 238' separate programs for "at-risk" youth operating within the Los 

Angeles Unified School District alone (Gardner, 1995, p. 4). Each of these programs was no ' 

doubt initiated with the best of intentions, among them to ensure that politically and 

economically vulnerable constituencies (e.g., low-income children and families, children with 

disabilities) actuallyberiefit from public expenditures. However, such guarantees come at a 
, price. ' 

Everyone of these programs contafus a unique set of standard rules and requirements 

about how, funds ~ay be used, and who is, eligible to receive them. For example, the 

requiiements for compensatory education programs differ from those for health awareness, 

whkh,intu~, are separate from those for family preservati.on,'and so on. These programs, 

are,' each run ii:ldep~ndently and managed separatel~, following pr9cedural~equirem:ents ' 
typically set by federal, state, or local government offiCiais. "Street~level" children's: service , 

'provid~rs. (e.g., teacHers, social workers, ~urse practitioners) ,are, likely to' be quite 

knowledg~able about the particular r:ules and regtilatioI1s connected with servirtg the children 

a~dlor familie:s for whom. !pey are responsible. How~ver, it would not be su~ri~ing if they 

were unaware of even the existence of many of .the other special program serviCes that these, 
same chlld;enor' families alsore~eive. " ' " , 

lncteasmgly, policymak~rs, educators, professional service providers;, and advocates 

have begun to recognize the limitations of such fragmentl:!d; functionally based ap'proaches to ' 

the delivery of child'ren~s se~vices.Ascurrently corishtuted"the dizzying array of'separate ' 

rules, regulationsI'imd ad~strative structures makes it all but iinpossibleto design and, ' 

~plt;me~t str,i'tegies tryat are~esponsive tothe,needs 9f the children and familie'swho are the 

objeds:of such assistance.,' <::;urrent arrangements igllOretWo fundamental tenets ()f effective 

service provision for chil,dren: ,(I) children, with multiple needs require compr~hensive and. 

coordinated seryicestrategies, arid (2) local communities represent an lndispensableasset for 
. . .', . . 

, effectively, linking programs and resources across agencies and public and private institu,tions 
, ,(Hayes, Lipoff, and Danegger, 1995) .. ' 

In response to these limitations; rese~rchers and, program: developers have begun to , 

outline new systE~rnsof children's support that integrate programs across servicesectorsand 

involve communities as centerpieces of program design and operation. Ideally,' such 

", comprehensive, co~unity-based support system's (CCBSS) have a number of featUres that 

, " , distinguish them, from traditional, children's seri/ice arrangements (Farrow and B.:uner, 1993; 

Hayes et a1.;1995; S~horr, i988). These include: 



.,', , 

• 	 A focus on prevention-oriented services nlld SlIpports. In traditional children's service 

programs, most resources are made available for treating a problem (such as 

juvenile delinquency), rather than for trying to prevent it in the first place. A 

CCBSS, on the other hand, aims to prevent problematic outcomes for children. 

• 	 Flexibility in supporting the needs of children within the context of their families and 

comnulIlities. Traditional children's service programs target the use of funds to 

narrowly delineated purposes (e.g., hiring substance abuse professionals), and 

place detailed restrictions on how resources may and may not be used. A CCBSS 

blends resources and coordinates services and supports across professional 

domains (such as health, social welfare, education, and neighborhood 

, development agencies) 	as well as public, private, and non-profit institutions in 

order to make the most worthwhile investments for children. Such investments 

need not focus solely on the child, but can also include supports to his or her 

family and community. 

• 	 A strollg commwlity role in program design, implementation, and governance. In most 

current children's programs; service and funding decisions are typically made 

centrally by federal, state, or local bureaucracies. Ideally, in a CCBSS, community 

members exer~ise substantial decision-making authority in defining their high­
'.: '. 

priority needs and then marshaling the resource and program strategies for 

meeting them. 
" 	 " 

• 	 A focus on accountability for outcomes. Most traditional program accountability 
, ',' 

systems measure, narro~ servi~e inputs (e.g.; the number of teacher workshops the 

school'system offers on classroom disruption). In a CCBSS, the accountability 

system is performance-driven, with community members defining desirable child, 

family, and community outcomes (e.g., reducing the rate of violent incidents in 
\: '. and around neighborhood schools), periodically, monitoring their attainment, and. 

adjusting program strategies accordingly. 

Today, there are numerous local e'tforts around the nation ,that attempt to initiate 

program strategies for children and families that are I=onsistent with these characteristics. l 

Despite the fact that the number of comprehensive, community-based systems has been 

growing, the children's service, landscape continues to be dominated by fragmented,' 

uncoordinated, and bureaucratically driven program strategies. Why' do such arrange~ents 

persist, in light of their commonly acknowledged limitations? It is the central thesis of this 

paper that their continued presence is intimately related to the way in which most children's 

services are now financed. That is, the current financing system--grounded in narrow and 

functionally based requirements for how public resources may be obtained, used, and 

reported--discourages the development of comprehensive, community-based support 

systems' for children and their families. However compelling the arguments for more 
..': .' 

I A swnmary of more than 50 such programs can be found in The Finance Project's 
Compendium ofComprehensive, Community-Based Initiatives: A Look at Costs, Benefits, and 
Financing Strategies. (Hayes et al., 1995). 

',:': ' 
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'(:~integrated service delivery approaches might be, as Icing as these basic financing systems 


\t ~iemain more or less intact; effbrts to develop and sust~in, these new structures ~ill onlY: have 

;,L:;:,~argrnal success. ' 


,S;<:'" Because finance and service delivery are so closely related, it is essential to carefully 
• I', ~ " '. • ' « examine the links between the vision we, have for children's service delivery and the 

,)/ifinancing strategies that are needed, to see this vision fulfilled. The purpose of this paper is to 
;;;:r~ ~onduct such an e~amination, which is done by add~ess~g two critical questions. First, how 

,;;:;.'~do current financing arrangements presen,t obstacles to implementing comprehensive; 

:i:S',,':comm\ffiity-based children's service approach~s? Second, what types of financing reforms 
'. "". . 
:,}\hold particular promise in overcoming these obstacles, and what is the likelihood that such 
f:;-".. . . 

,{:: ,reforms will become more prevalent? 


F> The pa'per' begins by describing the current sys~em of children's financing and 

\'i':.· '. '. .... , 

,;:;';:','documenting the number, types, and funding levels of major federal programs for children. 

",I;(C,:'Next, .it examines' how. ,these financing structures inhibit" the creation,effective 

:~i.<,:"~plementation, and institUti~~alizati~n of more compreherisive, community~based program 

,f::'.:!.'designs:Thls paper then desc~ibes and'~nalyzes significant effort~ (both proposed and under 

'~+/ way) to 'reform cnildren:s' fin~mc~'g arrange~ents so as to' encourage more integrat~d, 
:,VL:conimurUty-driven servic~ approaches. Finally, it concludes with a discussion'of the 

:iiF> prosp~cts for fur;h~rmg such refo~ in the m,onths and years ahead. 

;;\{t'BA~KGRO'UND: 'rHE CURRENT FINANCING OF CHILDREN'S SERVICES AND SUPPORTS" ' 
,,:.l/;:... " ' .,'. : , ,'. . .'.' . .,'. . 

::O~';' ~hildren need~'decen.t education; health care, and safe neighborhood environniertts"where 

:::::<~\'th~y can play;. parents: can work, and people ~f all ag~s c~n socialize andd.evel~p 'personal 

:;,Y::. 'relationships" (Hayes'et ai., 1995, p. 1), These needs traditionally have been met byfamilies 

f:5.:':·and coml~'umiti~s; howeve~, changfug demographics and fartmy /coID)'.Ilunity d~amics have' 
",,"; . . ." , 

i\:::':.. 'meant l;hat inmany cases, the necessity for .orga~zed suppo~ts which meet some or. all of the 

·J.;·needs of chlld;e~ arid f~milies has grown: .. More a~d more,.~hildren grow up insingle~pare~t·. 
':;:;J:::famiIies, generatf~)11s'of families' live f~rther away fr~m onea~other; aI)d communities are :less 

\'/ ," . ,..'" '. , ' . ' 

:«.;:cohesive because. of incr~ased per$onal mobility. Individuals, private otganizatioI1s, and'the 

.),:;,.; public sector h~ve ·attempted to fill ther~sultmg, socia'I' gaps' through fiTIancing. organiz~d 
,iK;:stipports· and services.:' However/the services that curr~~~ly: support c~dren and their 

:~;';:,.:'fa~ilies aredeliveredbya' range o{provid~rs .andfin~nced in, myriad ways; with'little' 
.:)/, c~ordination ainong them.··· :' . " " 

:}t:. '. Relying' heayily on The Finance' ProjeCt's' Database of Federal AllOcatio~s and Tax'· 

''»:'Expenditures Benefiting Childre~ and FalIliJ.i~s/ the following section highlights both l;he . 

Mt " 
'.Ni<:, :2 The F~ance ProjeCt's Datilbase'of Allocations and Tax ExpenditilTe~ .Benefi~g 

Y\\:Children," F\l:rriilies; . and Communities tracks approximately 500. programs that benefit 

';;::'ii,children broadly. A significant portion of these programs benE;!fit children and families 

.',:';'·,indiiectly (e.g., through community development. grants) or assist others in ~ddition' to 

:~L: Children and their families (e.g., low-income' housing' assistance grants). Of the 

0:':,\,::approximately SOOprograms in the,database, about 150 are targeted exclusively to supports 

:}) .... ~nd serVices for children and their families. . . 
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magnitude of spending on, and the principal mechanisms for financing, services and 

supports for children and families. 

The Magnitude of Public Expenditures 

The primary financing source of organized support for children and families is' public 

expenditures--specifically, revenues from federal, state, and local governments. While there 

are overlapping responsibilities among the different levels of government, distinct differences 

exist in the focuses of funding. The federal government plays the most significant role in 

fmancing human services for children and their families (e.g., health, nutrition, housing, and 

welfare programs). State and local governments play the primary role in financing education 

expenditures. 

As defined for The Finance Project's database, federal allocations for children fare rather 

poorly in relation to many other categories of federal expenditures. In fiscal year (FY) 1994, 

direct federal allocations supporting e!iucation and other services for children and their 

families totaled approximately $104 billion .. As a reference point for comparison, feder~l 

allocations for discretionary defense spending in the same year totaled more than twice that, 

at $280.6 biilion. Alloca'tions for seniors were also dramatically higher than those for children 

and families with children. . The. federal .government allocated $63 billion for federal 

retirement, $140.8 billion for. Medieare,a~d $317.7 billion for Sociai Security, totaling $521.5 

biilion directed to the nation's senior populations, more than five times its $104 billion 

allocation for children and their families. 

Of the $104 billion spent by the federal government on children and families, 56 percent 

($58 billion) goes to only four large programs:· Food Stamps, Aid to Famllies with Dependent 

Children tAFDC), Medicaid" and Children's Old Age .survivors and Disability Insurance 

(OASDIV Each of these programs either transfers .income directly to indi~iduals or provides 

payment waivers for expenses such as food and medical care., The balance of federal funds; 

$46 billion, benefl.ts children an'd families through numerous categorical programs, the great 

majority of which were smaller than $100 million in FY 1994. 

Federal spending for children and families with children pales in comparison not only 

to other categories' of f~deral spending, but al~o. in relation t~ overall state investments in 

children and families. Thisis becallse st~te and.1ocal governments finance the lion's share of 

educational services, the only children's service area where eligibility for government support. 

is unive.rsal and the costs are fully subsidized by public funds. In the 1992-1993 school year, 

states provided $115.2 billion, and localities and other non-federal sources $114.1 billion, of 

the approximately $253,.8 billion spent on elementary!secondary· education (Gold and 

Ellwood, 1994). States also make significant contributions to fundipg other services for· 

children and families, including providing federally required matching funds AFDC and 

Medicaid.· In 1992, states spent $21.5 billion on matching federal investments in non-

J OASDI is a part of Social Security. 
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education supports for children and their families. Of this amount, $17.3 billion (or 


. approximately 80 percent) was spent on matching federal AFDC i"ind Medicaidexpenditures. 


State investments in children vaiy greatly, however. Education spending per pupil in 

1992 was three times greater in New Jersey than in Utah. In that same year,Massachusetts 

spent abo·ut ten times more per poor child than Mississippi on non-education children's 

programs (Orland and Cohen, 1995). 

State and local funding has been affected in recent years by citizen tax revolts, waning 

economic growth, and increasing numbers of children, particularly children in poverty. Since. 

1980, state and local AFDC spending per poor family has declined 19 percent in real terms, 

while state and local education spending per pupil has held steady since 1991, following two 

decades of relatively uninterrupted growth (Orland and Cohen, 1995). 
. . 

Public Financing Mechanisms 

Whatever, the relative size of investments in children and their families, it is clear that 

governments in general, and the federal government in particular, have enormous' influence 

on how services for children and families are delivered. Federal influence is attributable to 

two related factors. First, although states and -localities may spend more overall on children 

and families, the federal government has come to shoulder unique responsibilities in 

supporting children and families with high levels of need. Programs such as Head Start, Title 

I of the Elementary and Secondary Education Act, and the Special. Supplemental Food 

Program for Women, Infants, and Children (WIC) are three prominent examples of large­

scale federal initiatives designed to meet the unique needs of at-risk children and families.' 

Second, even in instances when the financing responsibilities for serving high-need children 

and faoolies is shared among levels of government (su~h as the AFDC, Medicaid, and special 

education programs), the federal government establishes the rules by which its financial 

assistance will be forthcomirlg, thus driving the basic design of services and supports. 

The federal government provides financial' support to children and their families in two 

basic ways: (1) by transferring income directly to individuals, and (2) by funding special 

programs and services. The principal IIlechanisms used to deliver these resources are 

described below. Family incomes are generally subsidized through entitlement programs, tax 

expenditures and loans. Competitive'grarits-in-aid and formula grants are the primary financing 

mechanism for delivering special program services; 

Entitlements are the largest source of public funds for children and their families. An 

entitlement guarantees a financial subsidy or· service to an individual--provided that a 

specific eligibility standard is met--and the funds are used for the clearly defined purposes 

specified. by government rules and regulations. As the name implies, individuals are. 

automatically entitled to receive these funds, and services are based on one or more defining 

characteristics, such as age, occupation, disability, or income. 

The federal government funded $79.2 billion of FY.' 1994's $104 billion of allocations for 

children and their families through entitlements,' making this by far the most prevalent 

•This figure includes allocations for both capped and uncapped entitlements. 
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means by which the federal government invests in children and families (Database of Federal 

Allocations, 1995). Food Stamps, AFDC, Medicaid, and OASDI payments make up the 

majority of these funds. Every person meeting the eligibility requirements may receive such 

subsidies, provided that they comply with the program's rules and regulations (such as 

AFDC beneficiaries participating in job training programs, as stipulated in the 1988 Family 

Support Act). 

When entitlement eligibility requirements are not met--no matter how small the margin 

of difference--it is illegal for an individual to access the funds and services. Nor can the 

.:> 	 monies be used for purposes other than those that are federally designated. For example, 

only medical care is to be provided with Medicaid funds, and food stamps can only be used 

to purchase food. So, although entitlements represent a major source of funds for needy 

children and families, their broad use is severely circumscribed.s 

Tax expenditures are another method by which financial investments in children and 

families are encouraged. Like entitlements, tax expenditures are a way to invest in general 

family needs and support, rather than in the delivery of specific services. They differ from 

entitlements, however, in two significant ways. First, tax expenditures are, not direct 

government allocations; rather, they reduce individuals' income tax liabilities. They are thus 

ordinarily of limited value to low-income individuals paying little or no income tax.'; Second, 

unlike entitlements, tax expenditures not only transfer income ,and services to a particular 

category of individuals (such as the poor), but also encourage private investment in activities 

deemed to be socially desirable. 

Overall, $3.4 billion was forfeited by the federal government in 1994 through four tax 

expenditures expressly targeted to increasing the after-tax incomes of families with children 

(Database of Federal Allocations. 1995).7 Th~ child and dependent care tax credit was the 

largest single tax expendifure of this kind; totallng$2.8 billion dollars:" 

Like tax expendifures, loans are another form of public subsidy providing both direct 

and indirect benefits to children and families. Since loans must be repaid ,and are commonly 

;. 5 However, as will be pointed out later, resourceful local administrators have in recent 

years developed practices to enhance the flexibility of en,titlement funds, particularly 


. : ,: 
Medicaid, by aggressively seeking federal entitlement matches for activities previously 
supported through state and local funds, and using the resulting revenue savings to fund , 
other programs and services. ' 

" The exceptions to this are the few tax expenditures that are refundable, such as the 
Earned Income Tax Credit (BITC). In these cases, government payments to individuals may

",':., 
exceed their level of income tax liability, thus benefiting many low-income people with little 
or no income tax obligations .. 

7 This $3.4 billion is not included in the $104 billion figure cited earlier as the total 
federal allocation for children and their, families. It would be misleading toirnply that tax 

":, : expenditures are direct investments parallel to allocations. 
"In addition to those described, there are other significant tax expenditures, such as a 

deduction for the'mortgage of a house and th~ ex€!mption for charitable contributions, which 
both directly and indirectly benefit families, yet which also benefit adult individuals without 
children, and thus have not been included in the $3.4 billion figure. 

:," ..: 
.' ' 
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considered a tool of the p~ivate sector~ they are often not counted as. a public ~upport 

mecQar\isJ:l\:. 'Ho~ever; government loans are' usually offered to fulfill 'apublk purpose that is 
nor being met by pri~ate financial markets:. Thus, the' government underta.kes a financial' 

obligati~~--for example,. by underwriting high-risk ventures (and absorbingt!'e fifianeial 

. , l?sses .thaiare more 'likely to come with such ventures), subsidizing' interest rates~ or 

. extending loan repayment periods~ 

In 1994, the federal government provided approximately $79 billion in loans to support 


- :." families. and their comm~ties (Database of. Federal Allocations, 1995); These loans 


.. subsidized purchases bf housing,'home heating, and educational services, as wel1~s the start­


Uftcosts for business ventures . 

. Aside fr~m ~dividual income transfer~, the federal governmentsupports children and 

families thr~tigh grant-in-aid programs, to state and local governments and private 

~rganiiations, Such grant programs fall into two broad categories: competitive and forrt:Luia . 

graJ:).ts> 

Competitive grants'-in-aid, commonly called categorical gr~ts, are the most 'common form 

of federal grants serving children and, families. They began to proliferate in the 1960s~s a . - ." '. . 
means for}he federal government to encourage states and localities to serVe disadvantaged or 

: ~ , 

:.. " disenfJ:arichis~d groups and deliver particular types ofprogram services. 

,rn a: categorical grant arrangefilent, the' federal goveniment carefullydetailstlye 

'd~si~ated Ptirp9ses, ~ligibi1ity re.quire'ments, and' permissible uses .. of f1lnds~' ' Recipients:' 

:~:' . (know-nas. grantees)' are typically selected through a competitiveapplicatiorireview process, 

arid '~re usually:st~te arid'iocal governments agreeing to administer a 'prograxrl consist~nt . ' 

. ~ with th~' grant~in-aidguidelirles.. The giants are ,monit~red by federal officials to che<;:k 

C6mpliarlce with.t:hep~escribedrequiremen~s. Many' grants are designed to e~sure that ,the 
, . " . . ' . "\ . . 

progra:t;n will benefit the 'intended target population and that the grant will supplement 
::........ existj,ng st~t~ and, ioqtl commitments to these beneficiaries rather thap merely replace sta.,te ' 


. . . and: local resources with fede~al funds.. UsiI1g catego!ic~l grants for p~rposes other 'than 

. those that a~edesigriatedcan make 'the grantee financially liable., . 

In: 1994,' the. fed~~al'government delivered appr6ximately$5.5billion ~rserVicesfor': 
children and. families Pirough.82 competitive grant-in-aid 'supports. Large numbers qf.grarit ' 

.,,'; program~ exi~t'in 'every <;iwdre~'~ sei'vic~area,induding edu~ati6n (47 programs), health (19 

prograxns), . and" j~venil~ justlce'(6' program~) (Database ci Federal ,Allocatio~s, 1995);. In 
, , .. " , " .' . , '.' , 

addition to federal competitive gran~/- each state runs .its own series of' competitive , 
categorical granH..p: ai~ 'pr9gra~s for cluIdren and families.' . ..' 

Formula. grants:~re a less prescdbedfOImof federal·grant~in-~idsupport. While they too 

are created and authorized. for a definit~ve 'purpose,this is usually broader than that of the 

competitive cat~gorical grant.~ For ex'ample, a fo'rrnula grant may be provided for school 

reform,while a 'cat~goi:ical' granfmight fund a program for staff training to ,meet the needs of 

9 aThe Catalog ofFeder~l-Do,m~stic Assistanc~ (OMB and, USGSA, 1994) defines 
formula grant as an "allocation of ~oney to states or their subdivisiol1s in accordance with a 
distribution formula prescribed' by law or administrative regulation, for activities of a 
continuing nature not confifled to a specific project (p. 6-94)." 
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.learning disabled children. Formula grants are allocated to states and localities based on 

legislated formulas rather than being awarded through a grants competition. In 1994, the 

federal government transferred approximately $15 billion (in the form of supports and 

services) to children and families through formula grants. 

Block grmlts are a type of formula grant that historically has been created by merging 

numerous smaller competitive and formula grant programs. Under block grants, the grantee 

! . (usually the state) is given much greater discretion than in either categorical or more 

, . ;. prescribed formula grant arrangements in deciding how to use the funds. Federal 

compliance and reporting requirements are also less stringent. In 1994, four major block 

grants directly served children and families: the Maternal and Child Health Services Block 

Grant, the Child Care and Dependent Block Grant, the Social Services Block Grant, and the 

'Chapter 2 Education Block Grant. These four grants accounted for $5.6 billion of 1994 

allocations for children and families. 

At this writing, Congress is considering a series of proposals that would drastically 
',.' 

" increase the size of block grant program,allocations in the children and family service arena 
.', 

, (as well as in general) by converting both entitlement and categorical grant programs to block 

'grants in the areas of cash welfare, child welfare and child abuse, child care, food and 

.nutrition, education, and job' training. Three' implications of the impending changes are 

likely: (1) the entitlement status of some federal programs will be eliminated; (2) the federal 

, "':' role in financing social services will be greatly reduced, and (3) states will have more 

· authority to design, administer, and finance programs benefiting children and families. 

These changes are likely to generate both challenges and opportunities for fmancing more 

· ,comprehensive, community-based support systems for children and families. 

, Summary 

This section has outlined the magnitude of government spending on children and families 

.. :and highlighted the principal mechanisms by which public resources are allocated to provide 

,them with supports and services. All told, the federal government directly allocated about 


.: $104 billion for children and families in FY 1994, a figurecon~iderably lower than that for 


" both federal defense expenditures and spending on the elderly. It is also much lower than 


. 'state and local expenditures on children and families, primarily because the single most 


'. heavilY,funded service for Children--education--is ahnost exclusively supported by state and 

:':'" . local dollars. Neverthele~s, federal funds exert influence on children and family services that 

;:\,":'isbelied by these relatively mode~t resource level~--both because of the targeting of much of 

:; ':::the assistance on needy populations, and the leverage exerted through setting the conditions' 

, by which funds will be received. 
The current major funding mechanisms for children's services--entitlements, tax 

expenditures, loans, categorical grant-in-aid, and formula grants--can be said to drive the 

· current support systems for children and families. As described in the following section, with 

" the present situation of funding from so many different sources and so many varying 

· regulations, "families' needs usually have to be fitted to available services, rather than .the 

, reverse" (Farrow and Bruner, 1993, p. 7). 
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THE CURRENT FINANCING SYSTEM: IMPLICATiONs FOR SERVICE DELIVERY . 
The amalgamation of c~t~gorical grants, f<;>rmula grants, and entitlement programs that we 


call the public financing ~!~ystemll is ~~re than justafupd disbursement ~uich~ni~~;' It 'also 


'h~~ er{ormous futplic~tions for ho~social services are, delivered, Imagiri~" th~t: p~ych~cks 

· came with purchasing rules, and that getting paid eachweek'was contingerlt,on proving::that 


· the previ~us week's salary wa,s spent,accordinglY. Imagine furtlier that rais~~ we're'~r~tea 

· not based on jobperforrn~nce~ut according to now well employees docume~tedtheir weekly 


expe~ditures. Some' employees w9uld no doubt find that the purchasing ruleS p~e~ented 

them f~o~ getting what they really needed. Eyen so, most would take pains to. ~how th'ilt, 


they had, iollow~d the rules, even perhaps letting their work suffer in th~ proce~s. In essence, 

this is ho~the'social service financing· system works. 


Funds that flow from the public treasury are typi,cally neither easy to get nor easy to 


use"and ar~ gene~ally accompanied by very strict and specific spending~eqtiire~¢nts. The 


following· s~ction describ,es .specificallY ~o~ the' current finan~ing" system inhibits the·' 

dev:elopiiYent . of ,comprehensive, community-basedse,rvices' for, children and', fa:mi).ies." 


P'1rticular att~nti~I) !S' placedohthe ways.m whiclt thecurrimHfuaF\cing sy~tem is centrally 

govem'~d',(rather'~thim c9mmUnity~b<lsed),treatment~.' (~ather; :tha!' preventi,on-) focused,·· 


pro2~~s- (i~tfierthari,~utcome-) Oriented; arid fragmented' (rather than c6tripreheI1sive)., c" " , 

..' . :., .... '. . ., "'. ," .. . . .',' '. " ,., , '. , 

Cerilraliie-d:'C;ovemance " '. " . " • 

On~:fof~~'i~ntr~l :tenets of successful busine~ses. is tlje 'lrrip~~tarice ofstaying,;,close' to the " 

,c~st~qt~r:,,(Peters~:'arid waterman, , i982~ p. 156): Oso.ome· a~q G~~bler (1992)a~d m~ny 
adhe~~nts': oftheir"bo~k; Reinve'nting Gove1?Jment; suggesttha;this philcisophy ~h~'uld be , 

"tran~f~rr~d:'t~, tD~,"p~blic sph~re, in brder' f?f governmE:nt to:be :effide~tand,eff~!=tive;The' ' 
, current 'system:' for: fir:\artcifli(soda1. servi~¢s, howev~'r, is' govem¢d cenfrally, either at llie 
fed'~ial: (irst~te'iexels" L9caliti~s a~e far remov~d from'the decIsion-making process.' M~y . 
fed~~~i :alloc~tio~~ .'gf>' p~~cHy .io; individ~als;, btit offldals 'aJ .tI)~ "f~a~ral' arid ' state :le~eis" ", 

d~te~ine' what)cirids (iserVic~s ;are" to ,b~ provided; who Is eligi~le.tO' receive servlces; and, . 

how,:fun!i~ w~l;be~~lloca,tedJ .ri~cision~rnaking ~u~Ority i,s' ai~o '~elltra~iie4 thr(mghrtil~s .ina' ' 
regu~ahoris., deyeloped at the f~d,eral.andstate levels, ',wl:ii~h' govefu' the 'use of. funds.·j;'oi . 
example; 'there ':~re'2,1,iede,ral p:rog~~~ f~us~don,su~stance-abuse,prevex1ti9ri. ~nd trealn;\erir " 

, for' hlgh-ilsk.cJmn:hinitie.si:"faIriili~;,:'a1id'0uIdren. ,Afleasf fec;,,: dUferei1f: f~deiara'gencies', 
adm'iriistel these :'prog~~Irii:, ~d: c~~ttol allo~ati9n~" through, ca t~g6ri~al and, fonn:U:I~ grants;,. 

The 'agencies' distribute 'the~e g~aI1t~ primarily to stat~ agencies, which ·then can ,further,,' 
~est~id or r~gulate' the'· us~ of funds(9ffic~ 'of Management arid B~dg~t an~ U.S. Gene~al ' 
Serviees AdmirUsb:afion, 1994L 'By the tinle the 'furids reach cOrrimunities, there is scant 
flexibilitY l~ft for soci~i~;ervic~:pr~fessio~als to use them c~eati~ely to m~et lo~al needs,' ' , 

. ' . ' ", ' ',. , ." "",' 

As Gardner (1995) nOfes,",under ,the current highly prescriptive system, local 

policymaker~ find' it 'diffie,ult. to.' shift' resotIfces from any pu~lic sources to met!t their. 
commllility's ~p'ecific, needs~ For:instan,ce; one-quarte~ of the funds provided for substance- . 

abus~ pr~ventio~ and 'treatment c6~~s from d)mpetitlve grants, whichspecificailydelineate 

the types of programs'thatwm be fund~d. In 9,rder to be awarded the grant,,'a community 
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must design the program according to grant stipulations, regardless of its own priorities. For 

example, the Catalog of Federal Domestic Assistance (OMB and USGSA, 1994) lists thirteen 

.; . 	 different federally defined objectives for a single program, the Comprehensive Residential 

Drug Prevention and Treatment for Substance Abusing Women and Their Children, a $15 

million grant program. The objectives specify exactly what kind of services are to be 

provided and how they are to be administered, including the requirement of the provision of . I 
parenting and vocational training, as well as substance-abuse treatment and therapy. Only 

programs designed specifically to fulfill these federally defined goals are funded. Although 

programs like this one were developed with the good intention of helping communities 

respond to a growing need, the federal government determined how this need was to be met, 

leaving little room for localities to determine their own courses of action. 

Treatment Orientation 

Although many people pay lip service to the adage that an ounce of prevention is worth a 

pound of cure, few dollars are earmarked for the former. The most well-funded federal 

programs are treatment oriented. FUnds are only delivered to programs for persons who 

exhibit particular problems, such as drug 'abuse, or poverty, or some combination of defining 

factors. Disbursed in this manner, categorical and other public ftmds play an important role 

in alleviating some of these problems, but they do little to prevent them from occurring in the 

first place. For example, in FY 1994, from $104 billion dollars earmarked for children and 

families, the federal government allocated only $3.2 billion to primary prevention services, 

while nearly ten times that amount was spent on crisis intervention and support and 

maintenance pro'grams (Database of Federal Allocations, 1995). Spending patterns like these 

signal a focus on treatment of specific problems, rather than an investment.in prevention. 

This treatment orientation is further exacerbated by the lack of flexibility in the use of 

public ftmds. Even if, for example, a community-based organization wanted to shift some of 

its drug. treatment monies to prevention-oriented services, strict spending requirements 

would inhibit its efforts. Dollars generated from entitlement and other grant programs at 

both the federal and state levels must by law be earmarked for the provision of mandated· 

. services and their administration. II,' Additionally, all .fu:.Ods distributed require an "audit 


trail"--that is; it must be possible to track money as it moves through the system to a 


particular client or for a specific ftmction. All but the most exceptional and creative local 


administrators who attempt to shift monies from remediation to prevention find it nearly 


impossible. 

lOPormula grants, which include block grants, are more flexible than 

categorical! competitive grants. But the history of block grants demonstrates that the longer 

they exist, the more regulated they become (Hayes, 1995), so they, too, are restricted in their 

use. 
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Fragmentation 

W.hen a child acts out, this behavior is often a reaction to difficult conditions ih the family. 

The child's, parepts may' need job training, substance abuse counseling, and parenting 

ed~cation, or the child may need better nutrition, or parental attention. Families--particularly 

eco~o~~c~lly disadvantaged families living in distressed areas--often have complex, 

mterconnected problems. Yet, frequently in the current system, treatment is fragmented: 

, Eachproqlem is treated individually, without regard for the client's other issues, or family 

: circu.mstances. This is due in part to the way that funds are appropriated and to the 

regulations that guide them. II For example, there are substance-abuse prevention' and 

treatment programs for juveniles, pregnant women, the homeless, and Native Americans, 

among others., There are also family support services for these same groups, Littk 

documentation' exist!? on the interaction of the providers of these services, but program 

'administrators report that relationships between them are limited or non-existent (Foley, 

forthcoming), There is little incentive to collaborate, because resourcesare tight and because 

social service programs are not reimbursed for service provision outside their narrowly 

defined domains. . 

Additionally, because receiving public funds relies in part on showing complian~e with 

regulation, ,progr~ms need to be a~le to demonstrate exactly what services the funding 

provides and to whorh. This, results in rigid procedural adherence, with sometimes a file, a 

case ~aliager, aile{ a counselor for each individual. Administratively, this makes tracing 

funds easier; but it is diffkult for service providers to address the complexity of their clients' 

problems. aI1d it in<;reases,the fra~entation of service' delivery. People ~ithin the same 

family· or even one iridiviqual may interact with a multiplicity of providers~ with each 

provider focusing on a dJfer~nt aspect of their: lives and acting autonomously,not irt conc~rt. 
lniber-Siack (lQ88) de~cribes a family "served" by 14 different "helpers," each unaware of the 

others' existence. ,In this envir0nme~t, providers end up duplicating effort, working at odds 

with each other, and, in many cases; wasting. resources. 

, ,Process Orientation 

, Funding for many public programs, particularly entitlement programs, is determined by 

caseload. Logically, the great~r the number of people who need, services, the larger the 

allocation. Yet this seemingly rational system' supplies social service staff with perverse 
'. . ..­

incentives. When services, succeed by removing individuals from the system and getting 

them on their own two feet, funding is reduced. If finances are managed well and savings 

accrue, the savings must often be returned to the treasury at the end of the fiscal year; and the 

following year's allocation, is' cut accordingly. Because annual program audits ignore 

outcomes, shiff tend to focus on compliance with rules and regulations, rather than results. 

II Farrow and Joe (1992) also note that both categorical training and the categorical 
structure of public agencies al!,io playa role in creating social services that treat problems in 
isolation. 
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The goal of many categorically funded programs then becomes to maintain caselo~ds, spend 

every dime allocated, and focus on procedures not progress. . 

Contributing to this process orientation is one of the ongoing frustrations of the public 

financing system: the existence of varying eligibility requirements. At the federal, state; and 

local levels, separate programs intended for the same population have varying participation 

guidelines. This is particularly true of categorical grant programs. For example, three .. 

competitive grant programs administered by the U.s. Department of Health and Human 

Services have been established· to benefit substance-abusing women. The first program 

focuses on pregnant or post-partum women, and includes their infants, up to the age of 5 and 

other children, ages 6 to 15. The target of the second program is low-income, pregnant or 

post-partum women and their infants only. The third program targets the women, and their 

infants and children, but is not limited to pregnant or post-partum women (OMB and 

USGSA, 1994). One woman might qualify for the services funded through the first program 
·..... 

but may not meet the income requirement of the second program, while an older child may 

be eligible for services through the third program. Social service providers and 

administrators must sort out this morass. If they are awarded all three grants, they must fill 
" ,: 

out different paperwork for each program and separately. prove eligibility for each 

individual. They must also provide services only to those who meet the requirements of each 

program.. 

The paperwork is not limited to eligibility determination and grant applications. 

Publicly funded programs are often required t~ submit numerous ·reports to the government. 

To continue receiving funds, many recipients of competltive grants must provide to federal 

officials quarterly progress reports,yearly financial status reports, and an overall final report, 

as well as being subjected to annual Jiscal audits (OMB and USGSA, 1994). For a three-year 

grant, this totals no less than sixteen reports and three audits. Fiscal accountability is 

important, but no equivalent emphasis is placed on a program's impact on social service 

recipients. Most accountability audits of categorical programs virtually ignore o~tcomes. 
Because compliance with regulations rather than outcomes is stressed, most current social 

services focus on process, not results. 

Implications for Financing Comprehensive, Community-Based Support Systems 

The current c:ategoriCal financing structure has, in part; fostered aserviee delivery system that 

social service professionals and other decision-makers increasingly recognize as contrary to 

best practice (Farrow and Bruner, 1993). its centralized governance, fragmentation, process­

orientation, and remediation-focus inhibit the development of more family-centered, locally 

controlled prevention services, which are considered primary elements of model service 

delivery (see, for example, Schorr, 1988). 

Comprehensive, community-based support systems· attempt to incorporate all ofthese 

best practices, but th~y are inhibited by the problems of the current financing system. In fact, 

the current financi~g system is· oft~n cited as the. primary barrier to developing 

comprehensive community-based support systems for children and families (see, for 

example, Feister, 1994; Gardner, 1995; Sipe and Batten, 1994; U.S. Department of Education 
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::~u;d_.~merican f:ducational ~esearch Association, 1995);. The cparaderistics that' the system 

: fosters.·'iO,S9cial' S~~~ic~ :progx:arns are almost entirely at odds with the goals of mtegrated 

,:' . . service . mitiatives. 'Where ~omprehensive . initiatives. focus on prevention· and early 
... '" u1terve~tion. service~, ~ost public programs respond only after problems bec~me acut~ 

· . (I-i~yes, et' al., 1995}.', Where .comprehensive 'initiatives acknowledge the complexity and 

.:i!tterconnectedness of sociai Issues; public systems define eligibility narrowly and focus' 
••. y, 

.<treatm~ni on. individuals. Where comprehensive initiatives. recognize the ass~ts' of 

... ~dividuals and communities,' programs funded from the public. treasury fo~us on their 


·li~bilities.And where' comprehensive initiatives seek an outcomes focus, public~ystems 

'. rew~rd process and compliance rather than results (Farrow and Joe, 1991). Other barriers to 


developmg ~omprehensi~e, community-b~sed support systems exist, but the ~tfucture of the 

· .currerit public finanCing syst~m arid its impact 01) service delivery significa~tly hinder their 

.;.growth.· '. 

Fortunately, efforts are being made to align practice with theory. The following section 

, desqib~s seve~al innovativ~ 'efforts to develop' and, maintain comprehe~sive, community­

:' based.suppod systems. 

·.·INNOVATIONS IN. FINANCING lj\nE'GRATED SERVICES 
'; ,lIqespon~e to,:tl}e financing. challe~ges described in the last· section, several strategies h~ve 

been: d~velop,ed ~nd. te;tedto~ en~ourage. arid sustain comprehensive,. c~mmUnity ..based 


: s~pport sys:tems: '. Ad~ocat~s :.of· integrated service initiatives are looking to . non-public· 


.re~enu~s for fiscal backing in areas where'p~6lic monies are lacking. Also, severalalt~in~tiv~ 

··p~b~c: iinancirig • rnethods-·which 'inc~rporate preventlon-o~ient~d, family~centered,' and . 


'l9Cally',controil~d 'services--have. beeri'developed or adapted to support comprehensi~e 

mitiaii~es: : .From.'policy reform eff(jrts that include decategorization and block,g~ants, to 


intra-system reform strategies· (e:g., funding coordination,. fund redeployment, and results­


based b~dgeting), ,financing' innovaticms . supporting' comprehensive' iniHati~es are being 


· piloted natiorlwide': . The. following sectiori illustrates' financing options for comprehensive, 


· 

". 

· 

:~. community-ba$ecl support systems and provides . ~x~mples of initiativ~s 'utilizing these 


strategies. 


Private Expenditure~. 


· Private expenditur~s have' played a 'significarit role. in the development of more comprehensive 


· services for chiidren ~nd. families. Government funding for social services limits resource use 


:" ,to a standard array of categorical serviees and supports,but private citiz,ens, corporations, 

and foUndations who provide philanthropic gifts and grants can afford· more cutting~edge
. 

· apprmicllEis. . These' expenditures often have fewer reporting requirements and other 


. constraints, so they can provide the flexibility that comprehensive mitiatives need. They also 


,.can fill in the gaps that other expenditures often do not cover, including funds for planning, 

.' . , 

". qemonstration, and lor evaluation costs. . . ' . 


However, private funds have their limitations,. with the most problematic being their 


,availability. There is a limited pot of private funds for which comprehensive ir).itiatives, and 
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other social service providers, must compete. Large amounts of resources can be invested in 

grant applications with no results. Additionally, nearly all private benefactors are loathe to 

finance ongoing operating costs, preferring instead to invest in time-limited, supplementary 

projects that might advance the field, but do not commit the benefactors over the long term. 

Finally, the flexibility of private expenditures can be a bane as well as a boon. Private funds 

can often be withdrawn as easily as they are granted. For these reasons, private funds-­

whether individual, corporate, or foundation grants, gifts, or loans--must be .used in 
. 	 . 

conjunction with other funds in order to finance a comprehensive initiative over the long 

term. 

• 	 New Futures: The New Futures Initiative of the Annie E. Casey Foundation was. 

initiated in 1988 to help communities develop school-based~ integrated services for 

at-risk youth. Savannah,' Georgia, received a $10 million grant from the
r'" , . 

. Foundation for a five-year project. The Foundation required the community to put 

up an equal amount in matching funds to ensure local commitment during the 

project, as well as at the conclusion of the grant period (Hayes et al., 1995). 

To generate some of their own revenue, independent of public or private largesse, some 

comprehensive initiatives have begun to experiment with user fees as a funding source. 

Although they have, shown promise in helping to develop community "buy_in,,,12 user fees 

have yet to become a stable .source of revenue for comprehensive initiatives. They rarely 

cover the entire cost of integrated service provision, siilce they neglect both administrative 

and start-up costs. They also may be burdensome to economically disadvantaged persons 

who are often a target of comprehensive service initiatives. 

• 	 Family Focus: Operating in the Chicago area since 1976, Family Focus Centers 
.' .'. 

provide families with support through a variety of services, including child care, 

parent support groups, case management, family literacy, and counselirig. Ten 

percent of Family Focus Centers' FY 1995 budget came from user fees (Hayes et aI., 

1995). 

Public Financing Strategies 

While private expenditures can supplement some activities, the broad-based development of 

comprehensive, community-based support systen:ts will require changes in the public finance 

system, the largest organized source of revenue for children and family services. Used in 

conjunction with each other or alone, many innovative approaches are being piloted 

nationwide. Highlighted below are existing strategies that can be reapplied, as well as new 

techniques that are being developed to support comprehensive initiatives. 

12 User fees are also frequently a symbolic gesture, rather than a mechanism for 
fundraising. For instance, if a CCBSS is serving a low-income population, a user fee may be 
instigated in order for the client population to feel as though they are paying for the services 
which are being received, to feel inclusion and membership, or to get them to "buy_in" to a 
certain program. However, these fees may only cover a very small fraction of the actual costs 
of service delivery . 
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, Results-Based Budgeting and Accountability 

'"! Results~based budgeting (also known as outcomes-based budgeting) and results-based 


accollntability bring business principles to the social service arena. Used, together, these 

," 

stra.tegies link program planning and resource allocation, providing rewards and sanctions to 

programs based on their progress toward achieving desired outcomes (Brizius, 1994). The 

desired outcomes' can include removing people from the welfare roles, preventing teen 

pregnancy, or any other social service goal that a community agrees upon in the planning 

pr~)Cess. Commonly practiced in the business community, these strategies give managers the 

tools to understand program costs, and to allocate funds based on sound financial 

, investments rather than on changing economic or political situations. Outcomes of services 

can also be tracked to deterinine whether the goals were achieved (Bruner, 1994). Many, 

states and local agencies are making strides toward using desired results to influence their 
;', 

',' planning and budgeting processes. . Oregon Benchmarks: In 1988, the state of Oregon developed a 20-year strategic plan ., 

called Oregon Shines: To measure progress toward the g?als outlined in Oregon 

Shines, 259 benchmarks were developed. The state now organizes reforni efforts 

and directs funds toward achievement of these ~oals (Hayes €it a1., 1995).' 

• Cleveland Works, Inc.: Cleveland Works is a program designed primarily to move 
:."',' . ' Cl~veland, Ohio, AFDC recipilints from' welfare to ~~rk. ,To facilitate this 

transition, the program provides comprehensive services, inclUding day ~are, 
he~ith and inental~ealth,services, and legal aid, in addition to job training and job 

placemeritservices; Abo~t 50 percent of the Cleveland Works budget,comes from 

, a performance-based coritr"cti in which the organizatiQn is paid for every person it 

,removes from the weifareroles, with 'pay:ment based on the, expected savings to 

the city and'sta'te goverrurtents (Hayes et al., 1995). 

,One of the reasons why these methods, have not been used extensively in the public 
, . , ' 

sector in the past stems from the difficulty.,of measuring outcomes in social programs. In 

orde~'toutilize resujts-basedbudgeting and accQuhtability, one must be able to a~sess results. 

In the privatesecto~, theprofit'is a natural meas~re of performance; in the public sector, there 

is not alway~ a parallel measure. Placing ,a 'dollar value on ,prevention, services is very 

difficult Wha't i~ the value of f~wer' runaways or reduced' infant mortality, for example? 

What are, the costs offailure? ,The development of 'a ,dedibie ,performance measurement 

system is necessary in 'order to use results-based stra~egies effectively; 

Decategorization Methods 

Decategorization methods like funding coordination' and block, grants are techniques that 

emphasize' greater efficiency and coordination in the use of public funds (Friedman, 1994). 

while new funds may be appropriated for results-based planning and budgeting and other 

refinancing efforts, decategorization methods typically rely on the more efficient utilization of 

existing monies. Funding coordination, for example, does not change the way that funds flow 

to programs: They are still disbursed categoriCally, but are coordinated to finance 

prevention-oriented services and other activities 'essential' to comprehensive service 

" ',,; 
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provision. Developing the structure for funding coordination is often a long process, done 

through waivers or in conjlmction with legislation that allows participating initiatives 

exemptions from conventional categorical restrictions on the uses of funds. This technique 

can promote services that have the flexibility to respond holistically to the needs of children 

and families. 

• Child Welfare Decategorization Project: In Iowa, the Child Welfare Decategorization 

.... ; , Project coordinates more than 30 separate state funding streams at the county 
" '.. 

level. Legislation was developed that allows the participating counties funding 

flexibility and more authority over their resources (Hayes et al., 1995). 

Related to funding coordination are broader decategorization strategies, which actually 

change the fund-disbursement mechanism. With blending or pooling, funds are no longer 

distributed categorically. Freed from the categorical disbursement mechanism, funds once 

directed toward specific services can be blended across agencies and applied in less-restricted 

ways. This strategy is often used to coordinate service delivery and eliminate duplicative 

efforts by social service providers. Again, this strategy usually requires legislation and/or 

new administrative structures at state and local levels before it can be accomplished. 

• 	 Califomia Assembly Bill 1741 (The Youth Pilot Program): California Assembly Bill 

1741 provides allowances for five pilot counties to blend monies from at least four 

categorical programs to fund services for children and families. No new money 

was appropriated for this effort. All the funds utilized are simply freed up from 

categorical restrictions and then redirected as the counties see fit. The state 

exchanges control through compliance monitoring for an outcomes-based strategic 

plan from each coUnty. If results are successful, these counties will serve as 

models for future statewide adaptation of decategorized, comprehensive,' 

prevention-oriented services (Hayes et al., 1995). 

• 	 West Virginia Govemor's Cabinet on Children and Families: The West Virginia 

Governor's Cabinet on Children and Families--with members from social service, 

education, and labor agencies--was created in 1990 to create closer ties among 

agencies providing services to children and families. . The relationship that 

developed spawned an effort to set aside one-third of one percent of.expenditures 

on the thirteen largest federal categorical programs, including Medicaid, AFDC, 

and the Job Training Partnership Act funds. The pooled funds will be utilized to 

plan and coordinate comprehensive services (Hayes et al., 1995). 

Block Grants are another type of decategorization measure. Block grants have' the 

potential to fully fund a comprehensive initiative, but they are politically controversial. They 

consolidate disparate grant programs into a few unified funding streams, usually with the 

exchange of autonomy for reduced fiscal responsibility. In the most recent congressional 

discussion of block grants, the federal government would devolve control to states in 

exchange for a reduced federal financial burden. For example, one of the proposals in H.R. 4­

-the U.S. House of Representatives plan proposed in January 1995--included consolidating 
..:,..:, .... ten federal. food and nutrition programs and reducing the appropriation by more than $2 

billion over five years (Hayes, 1995). 
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• 	 Lafayette Courts Family Development Center: The Lafayette Courts Family 

Development Center receives about 90 percent of its funds tt~rough the 

Community Development BlOCk Grant administered by the Baltimore Housing 

Authority. On-site services--including child care, adult education, job training, 

and family support services-are available to the 2,400 residents of the Lafayette 
Courts public;housing facility (Hayes et al., 1995). 

1£ they are developed correctly, block g~ants and other decategorization methods could 


become opportunities for policymakers interested in reforming the categorical system, and· 


could help make comprehensive service initiatives a widespread reality (Hayes, 1995). 


However, critics warn that inadequate funding could negate the potential benefits expected 


from the reduction of federal regulation and the devolution of authority (Farrow et al., 1994; 


. Hayes, 1995). As block grant policy is formed and re-formed, what is needed is model 


. legislation that will guide decision-makers in developing block grant!decategorization policy 


, that bolsters comprehensive, community-based support systems. Informed by lessons from 


the l}istory of block grant reforms (Hayes, 1995), future legislation should describe the full 


complement of federal programs available for communities to access, and include incentives. 


for developing comprehensive ffiitiatives.' 


Rejinam;ing'J 

Refinancing is another tool that social service administrators utilize in order to fund 
. 	 " 

comprehensive service initiatives. Refinancing entails aggressively pursuing monies from 


uncappedfederal appropriations such as entitlement funds, using these new federal funds to 


"pay for standard services, and then applying the freed-up local and state fund-s to pay for 


alternative programs, including, perhaps, comprehensive serviceinitiatives.14 At this writing, 


there are five primary programs that can be used, in refinancing efforts: Title IV-E Foster Care. 


',' 	and SubsidizedAdoption, Title IV-A EmergencyAssistance, Title XIX Medicaid, Title JV-D 

Child Support, and Title XVI SSI Benefits (Farrow and Bruner, 1993; Friedman, 1994). 

Although 'a detailed account of the ways in which prograx;ns acquire more federal funds is 

beyond the scope of this paper, it should be emphasized that most refinancing is achieved by 

increasmg program eligibility rates anc;i expanding coverage to addItional service areas. 

• Healthy Start: Another California~based initiative, Healthy Start is a school-linked, 

comprehensivesuppcirt program. One ofit~ primary financing strategies has been 

to aggressively pursue federal Medicaid funds by claiming for services provided at 

school' sites, particuhuly therapeutic services. School districts can be reimbursed 

for speech and physical therapy, and health screenings provided to Medicaid­

eligible children (Hayes et al., 1995). 

, . 

13 If the block grant legislation in the 104th Congress is developed as expected at this 

writing, refinancing will no longer be a viable financing strategy, due to the elimination of the 

entitlement status of several Federal programs. 


14 According to Friedman (1994), the Chance that the freed-up local money will NOT be 

, used for services for children and families is the greatest risk of using refinancing strategies. 


THE FINANCE PROJECT 17 

http:serviceinitiatives.14


> 
<".(::~;"'~ . 
• ,<1' • 

Refinancing, however, would be a much more effective financing tool if funds were 
! i: :, ' 

appropriated over time periods greater than .one year. Annual funding uncertainty is the 

. bane of several comprehensive service initiatives. Each year, many programs must devote 

energy to lobbying for support in their communities and state legislatures, in the face of 

budget cuts and staff pressures. This constant uncertainty makes developing collaborative 

relationships among public agencies and other service providers difficult. The promise of 

multi-year funding has helped some current initiatives .to create longer-term plans, which is 

an activity appropriate to an intervention designed to make a lasting impact on a community. 

Fund Redeployment 

Another technique.being utilized to support the development of comprehensive initiatives is 

fund redeployment. When redeploying funds, social service providers emphasize movement 

from restrictive and expensive services to cheaper, more humane, community-based supports 

and services. Nonviolent mentally ill persons, for example, may be transferred from 

institutions to group homes, or juvenile delinquents may be sent to an alternate sentencing 

program, rather than a detention center. Friedman (1994) identifies four methods of 

redeployment: (1) investment-based, (2) capitation-based, (3) cut-based and (4) material. 

Material redeployment is probably the easiest type to achieve. Staff and other non-fiscal 

resources are shifted' from one place to another,. more conducive to the development of 

integrated services. School-linked comprehensive initiatives often use this technique when 

co-locating family support, juvenile justice, and other services at the school site. 

Cut-based redeployment is very straightforward: It involves cutting one type of service 

in order to fund another. Although social service budgets are very tight, it is widely agreed 

that money is often not used efficiently (Friedman, 1994). Cutting can be conducted 

discrirninantly, and the savings can be invested in integrated service efforts. Kagan et al. 

(1995) note that by "decreasing bureaucracy and duplication of efforts, integrated services 

and service delivery systems can become more cost efficient, with portions of monies 

. funneled back into service delivery" (pp. 83-84). 

Other types of redeployment are more complicated. Capitation-based redeployment, 

for example, entails charging one fixed cost for groups of services. Health maintenance 

organizations employ this type of financing strategy. Investment-based redeployment, on the 

other hand, is founded on the idea that short-term inyestnlents will reap long-term gains. 

Savings anticipated from the use of preventive services, for example, can be used up front to 

.fund those services. This method is more easily discussed than done, however. Although 

many believe that investing in prevention-oriented services is more efficient, there is little 

information on the short- and long-term costs and ben~fi~s of such investments. 

• 	 Kansas City's Local Investment Commission (LINC): LINC is an initiative to reform 

Kansas City's human services system and devolve responsibility for the design 

and operation of services to neighborhood leaders. LINC serves as a catalyst for 

reallocating current resources from highly formalized categorical services to more 

flexible responses to community needs. For example, some LINC communities are 

redesigning their schools to be the hubs of neighborhood social services. LINC 
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also sponsors a program which converts AFDC and Food Stamp benefits to grants 

to local employers who hire welfare recipients (Hayes et al., 1995). 

Fund redeployment and other techniques described above often rely on the availability 
. ,,', and accessibility of valid .data on program participation and the utilization of funds. The 

development of a model Management Information System (MIS) for comprehensive service 

initiatives would, help support these. endeavors. Many comprehensive inltiatives have 

already ~ad to modify their existing MIs~ or create a new one to support the data demands of 

redeployment, refinancing, evaluation and other collaborative work. A thorough review of 

these MISs is presented in the National Center on Service Integration report by Marzke, Both, 

and Focht (1994). Building on some of this work and creatirig user-friendly, easily modifiable 

software would help support the development of comprehensive, community-based support 

systems. , 

Investments in Inter-Professional Deveiopmenes 

. Even if all of these promising. strategies for reform were implemented and all qf the needed 

,policies were adopted, one challenge to the development of comprehensive, community­

based support sy~tems would remain. The impact of the existing inflexible, treatment­

oriented, process-focused, hierarchical finan~ing system, will persist unless the relationships 

" :: ' 	 among providers and the attitudes and skills of social service professionals are addressed 


(Foley;' forthcmning).· Research and anecdotal evidence has shown that the public financing 


structure not only' affects the way in which social services are delivered, it also affeds the 


. attitudes and· competencies of social service professionals (Foley, forthCOming; Kirst, 1994). 

The fallouUrom the current public firiancing system makes it difficult for professionals,to 

establish and", m,!intain relationships across disciplines, and contributes to a deficit 

orientation. Combined ~with specific professional traiiUng and agencies organized around 

paiticular ,areas; (Farrow,' and Joe! 1992), specialized funding causes many. social serVice 

, ." professionals and staff to "think'" categorically. Themessage they receive .when, for exa~ple, 
, 	 . 

funding for substance abuse treatment is provided separately from. fun~ing for family 

support and either services, is that ,these are distinct issues that must be dealt with separately: 

Ptlblic funds are primarily obtained by identifying the weaknesses of clients in need of . . , 	 '. .. 

social services. Clients m).lst present a specific problem, or be classified as disadvantaged in 

some way in order to qualify for services. Because the· focus is on liabilities, social service' 
1" 	 , 

providers often think of their clients as deficient, rather than as individuals with .the· 

capabilities tO,solve their own problems with support and guidance. 

, Even in initiatives that have developed a substantially· different financing structure, 

administrators described the pervasiveness of these attitudes as one of their primary 

challenges (Foley~ forthcoming). However, some comprehensive initiatives have attempted 

15 In ajoint rep9rt; the U.S. Department of Education and the American Equcational 
Research Association suggested that. investment in "inter-professional development" was 
needed. Inter-professional development was defined as preparation to support "the. ability of 
professionals to integrate and connect services for children and youth wIth their potential 
problems" (p.19). 
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to address this' issue through interagency planning and collaboration, as well' as efforts at 

creating inter-professional development opportunities. 

• 	 New Beginnings: A San Diego county collaborative, New Beginnings seeks to'use 

existing resources more efficiently, and to develop family-centered integrated 

services for children and families. In the project's initial year, an Institute for 

Collaborative Management was developed "to institutionalize collaboration 

among the partner agencies'" (Barfield et al., 1994, p. 11) and to develop 

professionals' collaborative skills. Inter-agency conferences and training activities 

have been held (Barfield et al., 1994). 

But inter-professional development cannot be achieved by comprehensive initiatives 

alone. Universities and other institutions that provide training' to social workers, 

psychologists, educators, and other service professionals must revamp their curricula, and 

governing agencies must reorganize to provide opportunities for collaboration. Utilizing 

strategies like resu1ts-ba~ed planning and budgeting, decategorization, fund redeployment, 

and refinancing to change the financing system is a necessary step to improving services for 

children and families.. · But these strategies wiH be insufficient unless social service 

professionals concurrently promote decategorized training and service. One of the current· 

financing system's unfortunate legacies is its negative impact on service delivery; undoing its 

effects is one of the primary obstacles threatening the development of comprehensive, 

community~based support systems. The followiflg section of this paper highlights this, and 

other challenges that lie ahead. 

THE CHALLENGES AHEAD 
Three major areas were a?alyzed in the prior sections. The magnitude and nature of current 

public financing efforts on behalf of children and families were described .. The difficulties 

·r· caused by such arrangements were then outlined from the perspective of deliverin.g 

integrated and community-centered services and supports; Finally, specific attempts were 

presented that are under way to better align the goals of more comprehensive, community­

based support systems for children and families with. the financing arrangements needed to 

create and sustain them. 

Implicit throughout this paper is the belief that more integrated and community-based 
. . 

approaches have considerable potential to enhance positive outcomes forchildren. Howeyer, 

despite the numerous initiatives launched over the. last decade, significant changes in the" 

current institutional techniques for financing services for children and their families are 

required in order . for this service delivery paradigm to become both large-scale and 

sustainable. 

The necessary changes are primarily in three areas: (1) management systems, (2)
:.', , 

external grant mechanisms, and (3) professional development aCtivities. Because the areas 

are interrelated, reforms in each area are critical for bringing about widespread systemic 
.. ,' 

change consistent with a comprehensive community-based service delivery paradigm. 

First, new public-sector management systems need to be developed and used in the 

public sector in order to design, budget, and evaluate services for children and families. The 
.. ' 
.', . 
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•new systems must articulate across. traditional functionally organized service sectors 
. ." ' 

(education, health, social services, juvenile justice, and community development)l;Jy focusing 

attention on the contributions from each that are needed to achieve high~priority children's 


. outc()mes. Management reforms should also encourage greater resource inves'tment in 


. prevention services, as well as the use of new accountability systems for monitoring and 


. reporting progress in achieving desired children's outcome objectives. 


Second, new intergovernmental grant arrangements must be developed that empower 

.. local communities to allocate resources consistent with their children's outcome goals. The 

current system of fragmented, prescriptive, and detailed service mandates as a condition for 

external financial support needs to be replaced with more flexible outcomes-based grant 

policies. And explicit incentives should be built into new grants for inter-agency cooperation, 

, as well as the leveragmg of private-sector resources. 

Finally, there must be dramatic changes in how children and family service 

. administrators and service providers are trained to perform their jobs. As noted earlier, the 

current financing system has reinforced professional training that under-emphasizes inter­

service cooperation and often conflicts outright with the objectives of integrated, COInmunity­

based approaches .. New management and structural reforms ,can be expected to have 

marginal 'impact on service arrangements as long as the attitudes and skills of front-line 

workers reflect traditional categorical arrangements; 

These needed system changes are, of course, not trivial, and the challenges ahead are 

made.even more daunting by the fact that they are both technical and political in nature. Put 

sunply~ there is a need for new financing .and related service delivery structures 'that ailer 

both horizontal relationships among service providers and vertical relationships between the 

federal, state and local gove~ents. Is it realistic to expect changes of this ~agnitude? 
External factors may create unprecedented opportunities for suchrestruc:turing to occur; 

It is 5iignificant that virtually no one defends the existing children's financing and service 
delivery system an"ymor~;l' In part, this reflects the near-universal belief that public 

investments to date have not yielqed favorable child and family outcomes. It also reflects the 

recognition among officials of all political persuasions thatgovemments cannot continue to 
. . 

make such in~fficient resource investments in the years ahead. Btidgetdeficits, stagnant real 


incomes, and increasing children~s service demands driven by demographic factors such as 


increased school enrollm~nts and higher child poverty rates, are all expected to increase the 


level' of fi~cal stress on government in the foreseeable future· (Orland and, Cohen: 1995). 


Impending cuts in federal aid will make this condition particularly acute in some states and 


localities. These circumstances could lead political officials, policy leaders, and program 


managers to. rally around fundamental changes in manag~ment and service delivery 

arrangements offering the promise of increased efficiency and. enhanced outcomes. The 

unprecedented recenL level of reform activity' exemplified by Oregon Benchmarks and 

California's Assembly Bill 1741 at the state level, 'and federal initiatives such as 

I' See Gardner (1995), however, for a description of both the pros and the cons of a 
categorical financing structure. 
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empowerment zones and block grants, can be partly attributed to this challenging fiscal 
context. 

Of course, this is not the, only possible scenario, or even the most likely one. Having a 

heightened receptivity to new ways of doing things is not the same as the redesigning of 

financing and service delivery structures so that they are more comprehensive, community­

based, and outcomes-driven. From this perspective,' the future fiscal and political climate 

includes at least as many dangers as opportunities. Scarce resources could as easily (perhaps 

more easily) lead to further politicization of children's services as to increased 

intergovernmental and service-sect()r cooperation. Funding limitations may also preclude the 

resource investrrients needed to redesign government management systems and inter­

professional development. 

Even structural reforms like block grants may have little impact on traditional service' 

arrangements.' Bureaucratic inertia and political pressures may result in the persistence of 

pre-existing local categorical service structures long after they are required by federal or state 

goveinments. Even worse, given heightened fiscal stress, the increased flexibility afforded 

states and communitiescould be used not to further integrate services, but to divert scarce 

public resources from needy to more affluent constituents. 
, . , 

Helping to ensure that new financing arrangements such' as block grants further the 

objectives embodied in an integrated community-based service delivery paradigm will be the 

major policy challenge facing reform advocates iri the months and years ahead. 

Opportunities to devise alternative prog~ams will abound; as states develop their own 

structures to replace federal requirements and mandates. 

The providers of social services;, particularly· program. administrators, are uniquely 

suited to'lead these endeavors. ' Armed with an understanding of both the strengths and 

limitations of current financing arrangements, they can promote new financing mechanisms 

that will avoid the negative implications of the categorical system, while ensuring support for 

poor children, and families. For example, practitioners', dm encourage the inclusion of 

stra tegies like results-based budget~g' to alter the service deli very focus from process to 

outcomes. They can also support activities such as fund blending and resource redeployment 

that allow for the acknowledgment of the 'complexity of the problems that children and their 

families face, as well as encourage the development of coordinated service delivery. Finally, 

social service providers--particularly, those' with strong professional' associations, such as 

psychologists, teachers, and health care providers--can press crederitialing instihitions to 

provide more opportunities for inter-professional instruction and development. 

A vast improvement of social service delivery is indeed possible. Even with the 

'expected reductions in funding that accompany them, block grants have the potential to 

promote this improvement. However, orie should not underestimate the degree of 

perseverance, political leadership, technical know-how, and good fortune that' will be 

necessary in order to succeed with this ambitious service restructuring agenda. Social service 

professionals and other advocates must seize the moment and playa lead role in efforts to 

reshape financing mechanisms so that they facilitate, rather than inhibit, the development of 

comprehensive, community-based support systems for children and· families. 
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THE FINANCE PROJECT 

The Finance Project is a national initiat,ive to improve the effectiveness, efficiency, and equity 

of public financing for education and ether children's services. With leadership and suppert 

from 	a consortium .of private foundations, The Finance Project was established as an 

independent nonprofit organization, located in Washington, DC. Over a three-year period 

that began in January 1994, the project is undertaking an ambitious array of policy research 

and development activities, as well as policymaker forums and public education activities. 

Specific activities are aimed at increasing knew ledge and strengthening the nation's 

capability to implement promising strategies for generating public reseurces and improving 

public investments in children and their families, including: 

• 	 examining the ways in which governments at all levels finance public education 

and other supports and services for children (age 0-18) and their families; 

• 	 identifying and highlighting structural and regulatory barners that impede the 

effectiveness of programs, institutions, and services,' as . well as other public 

investments, aimed at creating and sustaining the conditiens and opportunities for 

children's successful growth and development; 

• 	 .outlining the nature and characteristics of financing strategies and related 

structural and administrative a~rangements . that are' important to support 

improvements in education and other children's services; 

• 	 identifying promising appreaches for impl~menting these financing strategies at 

the federat state and local levels and assessmg their costs, benefits, and' feasibility; 

, • 	 highlighting the necessary steps and cost requirements .of converting to new 

financing strategies; and . ' 

• 	 strengthening intellech.tal, technical, and political capabilfty te initiate major long­

term reform and restructuring .of public financing systems, as' well as interim steps 

te overceme inefficiencies and ineqUities within current systems. 

The Finance Project is expected te extend the work of many other organizations and 

blue-ribbon groups that have presented beld agendas for improving supports and services 

,for children and families. it is creating the vision for a more rational approach to generating 

and investing public resources' in education and other children's services. It is also 

developing pelicy options and teols to actively fester positive change threugh bread-based 

systemic referm, as well as more incremental steps to impreve current financing systems. 
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