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PREFACE 
PubUc fincmcing for education and an array of other chUdren's services has become a topic of 

significant mterest and poUtical concem. Growing skepticism among a critical mass of American 

voters and taxpayers has fueled doubts about the abiUty of govemment to solve social problems 

and provide basic supports and services that enhance the quaUty of life in their communities. 

Many beUeve govemment is too big; it's too expensive; and it doesn't work very weU. Despite 

steadUy increasing pubUc expenditures for health, education, welfare, human services, and pubhc 

safety over the past two decades, seemingly intiactable problems persist. Nearly a quarter of U.S. 

chUdren are poor and Uve in famiUes and communities that are unable to meet their basic needs. 

Schools have become mcreasingly expensive. But student achievement hasn't matched the rising 

costs, and drop-out rates remam unacceptably high. Health care costs continue to go up. Yet, 

many Americans can't get the services they need, and with each passmg year their health care 

doUars buy less. Criminal justice demands a dramaticaUy increasing share of pubUc doUars—for 

poUce officers and judges and jails—but neighborhood streets aren't safer. 

Voters have spoken clearly. They want more for their money. They have caUed for more 

and better services, but they also have demanded balanced budgets and cuts in mcome and 

property taxes. In this time of big pubUc deficits, they want govemment at aU levels to operate 

more effectively and efficiently. They also want it to invest wisely and Uve within its means. 

Across the country, there is mounting evidence of efforts to reform and restmcture 

education and other community supports and services in order to improve the Uves and future 

prospects of chUdren and their famiUes. Critical to the success of these initiatives are the ways in 

which they are financed. How revenues are generated and how funds are charmeled to schools, 

human service agencies, and community development irutiatives influences what programs and 

services are avaUable. Financing determines how services are provided and who benefits from 

them. It also affects how state and local officials define investment and program priorities, and it 

creates incentives that guide how educators, other service providers, and community volunteers 

do their jobs. For these reasons, financing fundamentaUy affects how responsive programs and 

institutions are to the needs of the people and communities they are in business to serve. 

In recent years, several blue ribbon commissions and national task forces have presented 

ambitious prescriptions for reforming and restmcturing the nation's education, health, and 

human service systems in order to improve outcomes for chUdren. WhUe some have argued that 

pubUc financing cmd related stmctural and administrative issues are critical to efforts to foster 

chUdren's healthy development and school success, none has been framed for the specific 

purpose of inventively reconceptualizing pubhc financing. Indeed, many of the most thorough 

and thoughtful reports have caUed for an overlay of new funds, but have neglected to provide 

cogent analyses of effective financing strategies, the costs of converting to these approaches, and 

the potential beneficial outcomes that might accme from addressing financing reform as an 

integral aspect of progreun reform. 
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In addition, the past several years have witnessed a burgeoning of experimental efforts by 

mayors and city managers, govemors and state agency directors, legislators and coimcU 

members, program managers and school officials to make govemment work better and more 

efficiently. They have been enhanced by the work of people outside of govemment, including 

foundation executives, business and labor leaders, community organizers, and acadenuc scholars. 

Some are creating new ways to raise revenues, manage schools, deUver human services, and spur 

community economic development. Others are designing new pubhc govemance and budgeting 

systems. StiU others are developing and testing new approaches to more directly involve citizens 

in setting pubhc priorities and maintaining accountabiUty for pubUc expenditures. Taken 

together, these efforts suggest the nascent stiands of new and improved pubhc financing 

strategies. 

Against this backdrop, a consortium of national foundations estabUshed The Finance Project 

to improve the effectiveness, efficiency, and equity of pubUc financing for education and an array 

of other community supports and services for chUdren and their famiUes. Over a three-year 

period that began in January 1994, The Finance Project is conducting an ambitious agenda of 

pohcy research and development activities, as weU as poUcymaker forums and pubUc education. 

The aim is to increase knowledge and strengthen the capabihty of govemments at aU levels to 

implement strategies for generating and investing pubUc resources that more closely match 

pubhc priorities and more effectively support improved education and commimity systems. 

As a part of its work. The Finance Project produces a series of working papers on saUent 

issues related to financing for education and other chUdren'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 wiU be revised and updated as new information becomes avaUable. They 

reflect the views and interpretations of the authors. By making them avaUable to a wide audience 

our intent is to stimulate new thinking and induce a variety of pubUc jurisdictions, private 

organizations, and mdividuals to examine the ideas and findings they present and use them to 

advance their own efforts to improve pubhc financing strategies. 

This paper. The Role of Finance Reform in Comprehensive Service Initiatives, was prepared by Ira 

M. Cutler, Partner in The Comerstone Consulting Group, Inc. It was presented at the Roundtable 

on Financing for Education and Other Services for School-Age ChUdren, convened by The 

Finance Project, October 12-14, 1994. It examines the strategies for financing a variety of 

community-based comprehensive service initiatives across the country with special attention to 

their appUcabiUty to major systems change. In addition, it highUghts a number of issues that 

decision makers wiU have to address in their efforts to successfuUy create comprehensive systems 

that Unk education and other chUdren's services and strengthen commimity supports outside the 

mainstream of categorical services. 

Cheryl D. Hayes 

Executive Director 
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SOME EARLIER THOUGHTS 

On integrating services and streamlining decision-making 

The accimiulation of aU powers legislative, executive, and judiciary in the same hands, 

whether of one, few or many, and whether hereditary, self-appointed, or elective, may justiy 

be pronounced the very definition of tyrarmy. - James Madison, 1788 

The way to have a good and safe govemment is not to tmst it aU to one, but to divide it 

among the many. - Thomas Jefferson, 1816 

No one is a warmer advocate for proper restrauits and wholesome checks in every 

department of govemment than I am; but 1 have never been able to discover the propriety of 

placing it absolutely out of the power of men to render essential services, because a 

possibihty remaUis of their domg iU. - George Washington, 1787 

On accountability 

It's a terribly hard job to spend a bilUon dollars and get your money's worth. -

George Humphrey 1954 

Before we give you biUions more, we want to know what you've done with the trilUon you've 

got. — Les Aspin, 1985 

On reform 

It is one of the happy incidents of the federal system that a single courageous state may, U its 

citizens choose, serve as a laboratory, and tiy moral, social, and economic experiments 

without risk to the rest of the country. — Louis Brandeis, 1926 

If you rebel against high heeled shoes, take care to do it in a very smart hat. — 

George Bemard Shaw, 1937 

INTRODUCTION AND SOME PREMISES 
By any measurement the weU-being of a large portion of American chUdren is distressingly 

low. This paper need not repeat the Utany of statistics—the infant mortahty, poverty, crime, 

school dropout, and teen pregnancy rates—which is known so weU. It suffices to say that in 

many communities the phght of chUdren is of tragic proportions and is a national and local 

disgrace. 

Many observers and commentators have argued that these rates of poverty, abuse, and 

addiction come in part as a result of the faUure of pubhc and private Uistitutions to dehver 

effective services, i.e., services that would reverse or at least amehorate these problems and 

conditions. 



The most often articulated critique of the various forms and types of "service dehvery"— 

used here to include the broadest range of education, health, housing, and social services— 

focuses on six primary weaknesses: 

• There simply are not sufficient resources avaUable to support the level of 

intervention necessary to effectively help large numbers of chUdren and their 

famiUes. This point of view argues for placing a higher priority on chUdren and 

famihes and for increased resources. 

• Many chUdren and their famiUes are beset by multiple problems, and this is 

increasingly the case in particularly troubled communities. To be more effective, 

services must be deUvered more comprehensively. This point of view argues for 

more hoUstic and less fragmented service deUvery. 

• Too much of the community's and the nation's resources are tied up in service 

dehvery that intervenes only when problems have reached a level of severity that 

makes them extremely dUficult to address effectively. This point of view argues 

for earUer intervention, prevention, and mcreased positive attention and support 

for chUdren at earUer ages. 

• Too much of existing service deUvery views the individual chUd as the target and 

that "individual focused" service deUvery underemphasizes the importance of a 

chUd's family and of the larger community in which they live. This point of view 

argues for intervention at a famUy and at a whole community level. 

• Services are often ineffective because they are designed, deUvered, contioUed, and 

evaluated by individuals and groups who are sociaUy and culturaUy distant from 

those served, and who put the needs of the service deUvery system above the 

needs of those it was estabUshed to help. This point of view argues for a change in 

the govemance of service deUvery systems. 

• FinaUy, pubUc officials and administrators are only held accountable, U held 

accountable at aU, for how weU the service deUvery system accounts for funds, 

foUows regulations, and stays away from scandal, and too rarely are they held 

accountable for the impact the services have on those served. This point of view 

argues for evaluation systems, govemance mechanisms, and funding strategies 

that hold service deUvery systems accountable for the progress of participants 

toward clear and measurable goals. 

None of the above is necessarily in confUct with another and, in fact, most readers of this 

paper wiU embrace with some level of enthusiasm aU sbc of these propositions. For the sake 

of this paper aU six 'reform principles" wiU be taken as givens. 

The paper wiU focus on efforts around the country, sometimes identified as 

"comprehensive reform initiatives" and/or projects, which have been created to address the 

weaknesses of existing service deUvery systems. This is an early paper in The Finance 

Project's work. It does not seek to be the final word on comprehensive reform, on financing 
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reform, or on tiie relationship between them. Rather it is an attempt to get down on paper 

what seems to be happening, so tiiat discussions and debates can begin to take shape. 

We have looked particularly at those irutiatives that have gained some amount of 

attention and recogrution and have been seen as "cuttmg edge" It should be noted that many 

of tiiese efforts are stiU faUrly early in tiiek development-the description of tiieU- goals for the 

future is sometimes more far reaching than their accomplishments to date. And few have yet 

had time to sohdify the gaUis already made. We have tried to ascertam, ui a brief review, 

what these efforts have brought to the "fmance question(s)": 

• Is the financmg of services a barrier to reform? 

• Is reformed fuiance part of the agenda? 

• Is it necessary and has it been possible to reform financmg to meet the goals? 

Projects/initiatives that were reviewed were those recommended by persons 

knowledgeable in the field. Written materials were reviewed and were found to be quite 

uneven in their discussion of financing matters. Telephone contacts were made to further 

acquaint us with each project's goals and progress. 

It is altogether likely that some efforts, perhaps some of which have made important 

gaUis, have been overlooked m this uiitial paper. The Finance Project would greatiy 

appreciate hearing about such efforts. FmaUy, we did not have the time to get back to 

everyone, to confirm aU the project detaUs, and we regret any madvertent distortion of an 

effort. 

COMPREHENSIVE REFORM AND FINANCE REFORM 
FuUy aware of the irony, we have created categories of comprehensive reform efforts based 

on what changes they are trying to achieve; it proved irresistible. Most of the efforts we 

reviewed faU mto five such groupings, although not very neatly. In most uistances, whUe the 

categorization below helped by highlighting the critical issue that the effort emphasizes, the 

most comprehensive efforts see aU reform as bemg part of a whole. That said, we are looking 

at reform efforts that focus on: 

restmcturing intergovemmental relationships 

tying outcome accountabiUty to budgets 

creating new cross-system decision-making bodies 

linking education with human services 

buUding comprehensive services at a neighborhood level 

Each "category" wiU be discussed in tum, foUowed by a discussion of the relationship 

between comprehensive reform irutiatives and finance reform. 
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Efforts to Restmcture Intergovemmental Relationships 

In a single commimity, a given chUd, and particularly a low income chUd, may faU under the 

jurisdiction of a number of legaUy autonomous pubhc entities. The staff of the school district 

report to an elected board of education. The pohce, who focus on juvenUe delinquency, work 

for a pubUc safety board appouited by the city's mayor. The juvenUe court judge is 

independently elected. The chUd weUare agency is an arm of state govemment. The health 

department is a regional agency govemed by appointed members who are responsible to a 

state board of health. The private industry councU, appointed by the govemor and 

functioning primarUy under federal regulations, covers two counties and is responsible for 

youth employment programming. 

No two agencies report to the same electorate, and the geographical areas served are 

rarely coterminous. Two problems emerge clearly: coordinated planning and deUvery of 

services to either individual chUdren or the community at large are unlikely U not impossible; 

cmd no agency and no pubhc official can be held accountable for the weU-being of the 

community's chUdren. 

Some reform efforts and some reform thinking seek to improve on the status quo by 

changing the relationships between the existing govemmental actors as regards financing and 

decision-making. These "federaUst" discussions are, quite literaUy, older than the country 

itseU. The estimated 82,000 govemmental entities in the United States that have the power to 

tax and spend bump into one another like tectonic plates, create friction and dismption, and 

spend an enormous amount of theh resources reporting to each other, monitoring each other, 

and often despising each other. 

In the Johnson years we saw the first federal entry into public education and a massive 

entry into health and social services. WhUe creating endless social good, the Great Society 

also created endless complexity. The Nixon Administration tried to make it simpler by 

coUapsing programs into block grants such as Title XX, by the federal assumption of the costs 

of Supplemental Security Income (SSI), and by the invention of revenue sharing. The Reagan 

Administiation discussed but did not implement a swap of federal assumption of Medicaid 

costs for state assumption of Aid to FamiUes with Dependent ChUdren (AFDC) and Food 

Stamps. 

One recurring thread in the intergovemmental discussion is to caU for simpUfication of 

the relationship(s). AUce Rivlin, for example, proposed (in 1992) "dividmg the job" which, 

among other things, has the federal govemment eliminating most of its programs in 

education, housing, highways, social services, economic development, and job training whUe 

taking greater responsibiUty for health care. David Osbome caUs for simUar reshuffling and 

for the devolution of 100 grant programs and the transformation of 400 more (includmg 

Medicaid, AFDC, and imemployment insurance) into "chaUenge grants". These would not 

only offer greater state and local flexibiUty but also pay larger grants to state and local 

govemments that did the best at meeting performance standards based on results. 

We are aware of no current major federal irutiative focused expUcitly on altering the 

balance of federal/state/local responsibiUty and financing for famUy and chUdren's services, 

although health care reform is rife with questions of who wiU pay for what. Most service 
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system discussion centers around an increased federal willingness to aUow states and 

locahties the flexibihty to foUow Uidividualized strategies, with much of the flexibihty 

expressed in an openness to granting waivers of nonstatutory federal restrictions. Increased 

federal interagency cooperation is often stressed, with a particular emphasis on connections 

between Housuig and Urban Development (HUD) programs, pubhc education, and the 

health/social service/pubUc safety world. 

New funduig—for FamUy Support/FamUy Preservation, Empowerment Zones, Head 

Start-has frequently carried with it a federal govemment message that coUaboration is 

important, and new uiitiatives have attempted to create the setting for increased 

commimication and coordination. But the new funding has not Ufted the restrictions placed 

on the old, and it seems to some observers as though, ironicaUy, comprehensive service has 

itself become a "new category." MeanwhUe, the state-to-local discussion, a mirror image of 

the federal-to-state, has produced a number of efforts to change that relationship, most often 

represented by a plan to delegate increasmg responsibiUty to local govemments. 

We looked at efforts in five states to alter the state/local relationship: 

Califomia's 1741 

FoUowing the CaUfomia tiadition of naming things after biU numbers, 1741 is legislation that 

permits a number of pUot counties to use state doUars more flexibly. Counties are submitting 

strategic plans, developed in cross-agency community planning processes, with state 

selection to occur later this faU. FoUowing CaUfomia's recent "reaUgnment" of 

responsibiUties, 1741 shUts the primary responsibiUty for a number of health and weUare 

programs from the state to the coimties. This shift moves more than $2 bilUon m annual 

financing responsibiUty. 

Like a number of historic block grant-based reforms, 1741 operates from the theory that 

there can be a trade-off between frozen or reduced funding on the one hand and increased 

flexibiUty on the other. If you carmot have more money (or even the historic level), at least 

you can have more contiol over what you have. 

For those who value the input of low income persons in decision-making and who hope 

to see increases in citizen participation generaUy, it is important to remember that Califomia 

has counties that are as big as many states. "Local" in CaUfomia is stiU big and the chaUenge 

to reach closer to the city, town, and neighborhood levels wiU be ahead for the 1741 counties. 

Although it is too early to say whether 1741 wiU create positive change, it is important 

to note that this legislation represents a shifting in permement authority, as opposed to a 

temporary waiving of a particular regulation, or a voluntary agreement to work together 

more cooperatively. 

It also remains to be seen just how much real flexibiUty counties wiU have in Califomia's 

state-supervised service deUvery system, how bold counties wiU be in utilizing the flexibihty 

offered, and whether and when these changes wiU go beyond a few counties to become the 

state's norm. Nonetheless, 1741 may represent a dramatic shUting of formal authority from 

one level of govemment to another in the nation's most populous state. It is an example of a 
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focus on state to local govemment delegation, as opposed to newly created govemance 

mechanisms. 

Iowa Decategorization 

The Iowa decategorization effort, begun in 1988, sought to reduce the rates of out-of-home 

placement of chUdren, particularly from the chUd weUare and juvenUe justice system, and 

sought to give local communities the increased fimding flexibiUty necessary to create 

community and in-home altematives. Scott County was the original pUot in an effort that has 

expanded to nine coimties. 

Decategorization aUows the county, the Iowa Department of Human Resources, and the 

7th Judicial District to jointly plan and implement those services beheved to be most effective 

in preventing excessive out-of-home placement and in supporting intact famiUes. (Funds are 

not physicaUy "pooled," i.e., no pot of money exists that represents the combined strategy. 

Rather each agency spends from its own budget in accordance with the agreed on plan.) It is 

reported that "de-cat" set the stage for increased communication among local and state 

actors, leading to increased communication and coordination. In perhaps a second-

generation effort, the same set of participants, plus additions from education and health, is 

looking at other commimity issues including access to health care and excessive emergency 

room use, with support from the Robert Wood Johnson Foundation. 

Two related statewide actions have impacted the de-cat counties: one, a "cap" on the 

amount of residential care usage and expenditures, has had the effect of increasing the 

pressure toward community care, but at the cost of local discretion. The other, a major 

utiUzation of the Early and Periodic Screening Diagnosis and Treatment (EPSDT) program as 

a service system entry point, has raised statewide federal receipts, has created new 

admirustrative chaUenges, and has added a new set of actors in case planning and decision­

making. 

Virginia's Comprehensive Services Act 

FoUowing the recommendations of a cross-secretarial interagency councU, and after a 

relatively brief period of demonstrations, the Comprehensive Services Act was enacted in 

1992 and took effect in 1993. The Comprehensive Services Act created a statewide pool of 

funds made up of funding that had historicaUy supported out-of-home and institutional care 

in the foster care or special education systems. The pool, initiaUy totaling in excess of $100 

milUon, was aUocated to newly formed Community PoUcy and Management Teams (CPMT), 

made up of local agency heads, as weU as provider and consumer representatives. The target 

population for services is youth at risk of placement, and a FamUy Assessment and Planning 

Team, again with cross-agency representation, fimctions as the clinical, case-planning vehicle 

that reports to the CPMT. Given the aUocation, local teams are able to divert funds from out-

of-home placement usage toward in-home and commuiuty-based care. 

Some forms of out-of-home care—in the state delinquency institutions and psychiatric 

hospitals—were not made a part of the original funding pool. In addition to the funding pool 
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itseU, Vhgmia has created a ChUdren's Tmst Fund to support some of tiie ti-ansition and 

start-up funding needs that often seem to thwart service deUvery transitions. 

Vhginia's very rapid movement from pUot to statewide Unplementation, particularly m 

contrast with Iowa, raises mterestmg questions about unplementation pace, buUding reform 

on mandates versus voluntary efforts, and related strategies. 

Wisconsin's Commumty Aids 

Wisconsm's Commimity Aids, a remnant of the 1970s movement toward service integration, 

is not a demonstration but has long been the normal way of domg busmess. Under 

Community Aids aU counties receive tiie bulk of theh human service fundmg through block 

grants totahng m excess of $300 milUon per year. Two-tiiirds of Community Aids doUars are 

from state general purpose revenues, and the remainder are from federal sources including 

Title XX and other block grants. Counties add approximately 10 percent to match the pot and 

appropriate an additional $100 miUion as an "overmatch." It is estimated that nearly 80 

percent of the Community Aids aUocation is "nonearmarked," i.e., it can be used to provide a 

wide range of human services to a wide range of target populations. 

At the county govemment level a majority of Wisconsin's counties, including the most 

populous, are organized mto human services boards and human services departments, which 

are the recipients of Community Aids. These function as local level umbreUa agencies, 

providmg and purchasuig services for chUdren and famiUes, tiie elderly and disabled, the 

mentally.iU, the mentaUy retarded, the juvenile corrections system, and others. 

Schools are left out of the Community Aids process because they are not part of a 

county-state process, which is aU that Community Aids covers. Any county-city or county-

school district coUaboration is a part of other more localized processes. 

Wisconsm may represent the broadest and most firmly mstitutionaUzed delegation of 

human service decision-making from a state to local govemment level. Community Aids is 

included here for three reasons: (1) as a reminder that there may be noteworthy things going 

on that are not the result of a recent demonstration or weU-pubUcized pUot project, (2) 

because it may hold lessons in how actuaUy to get past the categorical hurdles Ui the human 

service system, and (3) because it is such a broad delegation that it may test our commitment 

to delegation. Community Aids aUows counties in Wisconsin broad discretion in the 

emphasis they place on competing target populations, i.e., fundmg can move from the elderly 

to chUdren or chUdren to the mentaUy retarded in a given county. Advocates for delegation 

of decision-making, who approach from a chUd/faimly base, need to consider how far they 

would go. 

Tennessee's Children's Plan 

The Tennessee ChUdren's Plan represents that state's commitment to reducing out-of-home 

care and particularly institutional care. Like Iowa and Virginia, Tennessee saw excessive 

usage of this treatment intervention and the resultant costs. Tennessee's approach is simUar 

in some ways to Iowa's and Virginia's but dUfers in that it is not a state-to-county transfer. 
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Ratiier, the Tennessee ChUdren's Plan stresses unproved gatekeeping and 

assessment/case plaimmg processes, unproved system management, maxunization of federal 

funding, and reaUocation of funds toward community-based altematives and fanuly 

preservation programs-aU within the state-operated service deUvery system. It is an 

initiative spurred primarUy by the govemor's office and by the state budget office. 

Tennessee has coUapsed a number of funduig sources, from a number of state agencies, 

into a single chUdren's fund account and has explored a number of innovative rate settuig 

and managed care processes under TennCare, its altemative to Medicaid. 

Discussion 

In a number of states a reexamination of the state-local relationship is a critical ingredient in 

discussions of service deUvery reform. Local govemment is seen as an mtegrating force, 

capable of knittuig together multiple programs and the funduig streams that support them. 

This, of course, is most prevalent in states in which human service systems have a "county 

administered" tradition. (In other states, the most signUicant human service reform in our 

lifetimes occurred when the state took control away from the mcompetent, cormpt, and 

punitive counties.) 

In several instances the most sigruficant state level financing activity, accompanying the 

state-local authority issues, is the estabUshment of gatekeeping systems, community 

altematives, pooled funding, and fiscal incentives to stem the tide, in a number of systems, of 

expensive and (some beUeve) unnecessary out-of-home and institutional care for chUdren. 

Care for these chUdren in a community setting and services to their famUies are often seen as 

requiring multidisciplinary and multiagency coordination. 

Outcomes, Accountability, and Budgeting 

The "outcome" discussion is often a companion to the state or local govemment delegation 

discussion. We speak of asking a higher (bigger) level of govemment to tum over, or share, 

authority that it has held exclusively in the past. The appeal of fuming over authority to 

those closer to the problem draws strange bedfeUows. Conservative and Uberal supporters 

like the idea for perhaps dUferent reasons, but enthusiasm is often tempered by skepticism 

about the abiUty to grant flexibiUty without being irresponsible. Some suggest that "outcome 

accountabiUty", i.e. measuring not process compUance but program effectiveness, may hold 

the key. 

Two such state level efforts, in Oregon and Mirmesota, offer early but uiteresting 

experiences. 

Oregon's Benchmarks 

The Oregon Benchmarks effort began in 1988, with the actual benchmarks being published in 

1991. ITiis effort, supported strongly by a number of key state and locaUy elected officials, 

has thus far served to focus attention on outcomes, to point to priority areas (urgent 

benchmarks), and to suggest the importance of measuring incremental progress. 
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Recent legislation required state department heads to present their budget requests with 

reference to the benchmarks and what progress toward them could be expected. On a 

voluntary basis a niunber of local govemments, most notably Multnomah Coimty, have 

adopted a local version of the benchmark process and created county-based chUdren and 

famUy commissions. 

At the state level the Oregon Progress Board (OPB) pubUshes the benchmarks, and the 

OPB members, including the govemor serve as a forum, a neutral convenor for discussions 

about the state's direction. The Oregon process acknowledges the dUficulty and complexity 

of reaUy tying outcomes measurements, performance assessments, and funduig together into 

a practical process, but the staff of OPB beheves that important progress has been made to 

date and important support gained. Change has been incremental and requires considerable 

capacity buUding. 

Minnesota Milestones 

Mumesota's reform efforts include a Govemor's Executive ChUdren's Cabmet, grants to 51 

conununities for coUaborative planning toward mtegrated services, and an increased 

emphasis on outcomes-reaching the "mUestones" that come out of a statewide goal-setting 

process. These are very pubhc indicators of progress and performance (an annual report can 

be accessed on-line or at the pubUc Ubrary), and the hope is to tie these indicators to 

performance-based funding in the future. 

Minnesota's govemor, seeing 250 state-funded programs spread across 33 state 

agencies, councils, and task forces, proposed the creation of an omrubus Department of 

ChUdren and Education Services. This bold reorganization proposal was rejected by the 

legislature. Failing that, Minnesota created a ChUdren's Cabinet, which is preparing cross-

agency priority areas for the next legislative session. These wiU be identUied for coordinated 

action, pooled funding, redirection of avaUable funds, and targeting of any new funds. 

A key to the further development of Minnesota's efforts is the progress of famUy service 

coUaboratives, bodies made up of at least a school distiict, a county govemment, and a pubhc 

health entity, in combination with citizen and community organization involvement. The 

hope is to tie outcomes to funding in ways currently under discussion and ultimately to shift 

additional authority to these local coUaboratives, monitored by the state using the mUestones-

-by outcome (rather than process) goals. 

Taken together, the establishment of pubUcly supported mdicators of progress, 

increased interdepartmental coUaboration, and local planning bodies is seen as setting the 

stage for delegation of added responsibihty to locaUties. 

Discussion 

The outcomes discussion is an exciting part of the service deUvery reform discussion, but as 

regards cross-system measurement cmd cm appUcation to funding, it is clearly stiU at a 

"discussion" stage. Staff in both Oregon and Minnesota describe the positive benefits that 

raising awareness about outcome measures has on planning and on budgeting, but a more 
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du-ect linkage between performance, outcomes, and the aUocation of funds-done in a 

systematic maimer—has yet to be demonstrated across systems. 

Efforts to Create Cross System Decision Making Bodies 

Across the coimtry efforts are under way to bridge the gaps between systems and to bring 

new actors to the decision-making table. Such efforts often take the form of the creation of 

"coUaboratives," which most often are a form of pubUc/private partnership designed to bring 

together major education/human service uistitutions ui concerted action to improve 

famUy/chUdren's services. In most instances the coUaboratives lack the formal legal 

authority to make these changes. However, the authority of the constituent institutions, each 

operating in its own sphere with its own statutory authority, coupled with the financial and 

poUtical clout of business leaders has made some coUaboratives powerful and influential 

forces. 

In some efforts it is the imphcit or expUcit hope that, having demonstiated the efficacy 

of cross-system decision-making and more coordinated service deUvery, the informal 

coUaboratives and the demonstrations they have overseen wiU result in more permanent 

organizational stmctures. Often the transformation process, i.e., the path a coUaborative 

project takes to become a permanent more formal govemance body, is less than clear. 

In addition to working across service deUvery systems, a number of coUaboration efforts 

aspire to bring community representatives "to the table," i.e., into the decision-making 

process. Representatives of parent groups, neighborhood residents, and, in some cases, youth 

themselves have been included on cross-system coUaborative bodies. In other efforts 

neighborhood-based planning and oversight bodies have been created with the intent to 

graduaUy devolve authority over resources to these bodies. 

Savannah Youth Futures Authority 

One of the sites of the Casey Foundation's New Futures Initiative, Savannah's Youth Futures 

Authority (YFA), has made a great deal of progress in galvanizing community support and 

has attiacted broad local, state, and private funduig for a variety of chUdren/youth/famUy 

efforts. After seven years in Savannah most efforts are conducted with at least some 

involvement of the YFA, a cross-system pubUc/private coUaborative with considerable 

commuruty support. 

Reform of the financing of mainstream service deUvery systems has not been a high 

priority in Savannah, which has focused instead on school reform, service coordination, and 

most recently on the creation of a comprehensive service center ui one of Savarmah's most 

needy neighborhoods. The neighborhood-based effort includes the creation of neighborhood 

govemance stmctures and commtmity development related efforts. The move toward 

neighborhood seU-determination may move the YFA agenda toward greater concentration on 

funding reform than has been the case to date. 

Savannah, like most other local level reform efforts, is in a dUficult position for 

financing reform. Littie, U any, of the authority necessary to fundamentaUy reform financing 
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systems is found ui local commimities. The majority of funduig and the govemance 

responsibiUty for most education and human services are at state and federal levels. 

It is one of the ironies of finance reform that most agencies regularly faU to make 

effective use of the flexibihty and options that already exist. A number of local efforts 

(Savannah's YFA, the Oakland Urban Strategies CouncU come to mind) have been able to 

mfluence local practice, encouraging local agencies to operate dUferentiy, and supporting 

them when they do. Gettmg local agencies to operate differently-to redeploy staff, to change 

emphasis, to act as though pooled funds aheady existed by sharing decision-making or at 

least consulting-may move the local effort closer to its goals than trymg-beyond advocacy-

to reform systems that are too far away to be subject to local pressures. 

Family Investment Tmst in Missouri 

The FamUy Investment Tmst (FIT) in Missouri is a not-for-profit corporation established to 

spearhead the continued development of a number of related state service system reform 

efforts. The vision is of state level multiagency coordination, support for local coUaborative 

goveming entities (exemplified by Kansas City's Local Investment Commission [LINC]) and 

an mtegrated commimity based service deUvery model (exemphfied by Caring 

Communities). 

LINC, the Kansas City, Missouri, pubUc/private coUaborative has been key to the 

development of a renewed school-based clinic initiative and successfuUy advocated for a 10 

year AFDC waiver, allowing wage supplementation, lengthened avaUabiUty of chUd care and 

Medicaid benefits for those who achieve employment, and other irmovations. 

Caring Communities is a school-based and/or school-linked service deUvery innovation 

effort. The prototype is Walbridge Elementary School in St. Louis. The next budget period 

wiU see increased funding (to a level of $24 miUion) aUowing for expansion beyond the 

handful of existing sites. Funds are a combuiation of reallocation and capturing of Medicaid 

and other federal funding. New state funds for Caring Communities wiU come from the four 

departments that manage the initiative: mental health, social services, health, and education. 

At the local level the intermediary govemance stmcture between the state agencies and 

"the community" is uncertain for the long term. No formal stmctured entity exists. State 

staff involved indicate that work is needed to formalize and institutionalize the model at a 

larger scale. For example, although a role for a local body is contemplated, the term "local" 

needs further definition to account for urban versus mral reahties. Funding stmctures, which 

can be jury-rigged for a pUot, need more definition at a multiple site or statewide 

implementation level, 

The FIT staff speak of their realization that efforts, however successful, to go around 

systemic barriers do not produce permanent change and of their commitment to 

uistitutionalize some of the changes that are under way. In the next budget cycle, it is 

expected that the state budget wiU pool state funds and transfer them, along with authority, 

to local levels. 
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West Virginia's Govemor's Cabinet on Children and Families 

In West Virginia, state govemment has sponsored the development of FamUy Resource 

Networks, wluch are community-based not-for-profits with a mission of mtegrating chUdren 

and famUy services. In 1990 broad and far-reaching legislation created the cabinet; 

authorized the transfer of funds between departments, the delegation of authority; and the 

development of uiterdiscipUnary and mterdepartmental standards, and created the FamUy 

Resource Networks. 

WhUe the legislation and state planners envision changes in the financing system-

mterdepartmental transfers, delegation of authority to the Networks, refuiance, reinvestment, 

pooling-no major changes in fmancing have occurred. State staff speak of the importance of 

layuig the groundwork before making major fuiancing changes. Cross-system education, 

relationship buUding, and proven models are aU needed. 

MeanwhUe, a number of comprehensive service models are being developed and 

gauiing support. Cross-agency case management is a common feature, with some focused on 

efforts that are school based or school Unked and others focused on famUy resource centers. 

PubUc housing projects are the subject of attention, as are early chUdhood development, 

school-to-work tiansitions, and multiproblem famUies. Through these efforts West Virginia 

hopes to buUd the experience base necessary to move broader reforms, including 

redefinitions of financmg processes, with the FamUy Resource Networks as the hub. 

Discussion 

Perhaps the most dUficult and most ambitious road to reform is the creation of a new 

"govemance structure." One has the problem not orUy of deciding on the form of the new 

entity but also of figuring out what to do with the old system and how to dislodge it. The 

legitimacy of new stmctures and the understandable tentativeness with wfuch financing 

issues are approached are closely intertwined. 

What would be a better test of how firmly a new stmcture is in place than to consider 

giving it responsibiUty for the milUons of doUars that are the responsibiUty of elected or 

appointed boards, councUs, and other statutory entities? No one is there yet, it seems, either 

poUticaUy or technologicaUy. Formal authority over funding requires a lot of boring things 

such as purchasing procedures and audit requirements. 

Nonetheless, coUaborative processes in a number of states and commimities have 

proven influential in the informal processes that affect the aUocation of funds. Whether these 

efforts move from influence to authority is the critical issue to unfold. 

Efforts to Link Education with Human Services 

A large number of the reviewed comprehensive reform efforts focus on increasing the 

coordination/coUaboration between education and human services. In its most direct 

manifestation this is seen in school-based or school-linked services, although many of the 
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efforts we contacted see tiie school-based service activities as tiie begmrung of a more 

overarching move toward comprehensive service deUvery. 

We looked at six efforts where tiie school/human service cormection was at least part of 
what was going on: 

Fanuly Resource Schools in Denver 

Healthy Start Initiative m Califomia 

School-Based Service Program in New Jersey 

New Beginnings on San Diego 

Beacons m New York City 

Kentucky Education Reform Act 

Family Resource Schools in Denver 

FamUy Resource Schools are school based service deUvery/service coordmation efforts 

staffed by site coordinators and case managers who provide mformation and referral 

services, case management, and otiier services. The schools were tiiuily handed by 

foundation grants, and it was hoped tiiat tiie city and school disti-ict would soon pick up 

program costs of roughly $50,000 per school. This hope has dunmed as a result of budget 

constraints. 

Healthy Start Initiative in Califomia 

On a much larger scale tius statewide mitiative made grants to mdividual schools and school 

districts, as a result of a competitive process. Plannmg grants were made for one to two 

years, whUe larger operational grants were made to the most advanced efforts for three years. 

Funds were described as "glue money," bespeaking a focus on reaUocation of existing funds 

witii any such reaUocation to be voluntary on the part of local agencies and fimders. In a 

number of Califomia counties the same mstitutions and actors who came together around 

Healthy Start are pursumg 1741 designation as a next developmental step. 

Long-term fmancmg of the Healthy Start sites is not provided du-ectiy m state 

legislation. Rather the key to survival is dependent on school systems and their human 

service partners successfuUy fmduig otiier funduig. Implementation of the "Medicaid hilling 

option," which is expected to aUow for federal matchmg of already budgeted state and local 

funds, is the most likely vehicle at this time. 

School-Based Service Program in New Jersey 

One of tiie earUest efforts reviewed (1987), the School-Based Youth Services Program 

(SBYSP), created 30 school-based service centers offering health, mental health, famUy 

counseling services, substance abuse counseUng, and youth employment services. Some 

diversity exists among the sites, which are primarUy high schools, with some also offering 

recreation, day care, hot lines, and a variety of other services. 

The SBYSP was originaUy funded by a state appropriation of $6 miUion, which has 

grown sUghtiy over time, despite significant cutbacks in state budgets. A local match of 25 
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percent is required and some individual sites supplement the $200,000+ state grant with 

Medicaid, pubhc health funds, or other sources. Given a steady funding source and being its 

own line item, SBYSP was not driven toward finance reform for its survival. Although 

expected growth has not materialized and funds are insiifficient to offer fuUy comprehensive 

services at aU sites, SBYSP has shied away from Medicaid maximization, seeing an 

administrative burden and a too categorical influence emerging. 

New Beginnings in San Diego 

New Beginnings set out with the expressed hope of capturing current categorical 

expenditures and fuming them to more effective use: better coordination, earUer uitervention, 

and elimination of administrative dupUcation. One of the earUest activities of New 

Beginnings was to identUy the costs of each of the participating agencies for serving the 

chUdren at HamUton Elementary School, the New Beginnings site. Although the high level of 

costs cmd high degree of common cUentele was impressive and helped to support the case for 

coordinated service deUvery, this did not result in signUicant changes in the financing of 

services. Nor has sufficient fimding been developed to "go to scale." 

Veteran New Beginnings participants beUeve the financing part of the agenda did not 

progress for the foUowing reasons: the lack of fuU-time staff; the need to buUd tmst and 

common knowledge among the agencies; the size and budget diversity of the agencies 

involved—putting some at risk and others not; and the multitude of entities and govemments 

in the discussion. 

In addition, the whole effort was taking place amidst dramatic budget cuts in aU the 

service systems. Although it is easy to say and seems logical that a budget cutting 

envUonment is perfect for finance reform, the San Diego experience argues that such an 

envUonment uicreases defensiveness and decreases the wiUingness, time, and energy 

avaUable to take risks. 

The happy ending—so far—is that San Diego is very much involved in the 1741 process, 

planning for a decategorized envUonment, and has not given up the fight. 

Beacons in New York City 

The Beacons are a New York City irmovation that utiUzes pubUc school buUdings after school, 

in the evenings and weekends, as the site of a wide variety of community services. Hie 

Beacons themselves are funded essentiaUy by city doUars, although in some instances these 

funds are used to draw down state or federal matching funds. 

Beacons are aUve and weU in a budgetary atmosphere in New York that is extremely 

threatening. Beyond their uiherent appeal as sensible and creative service deUvery centers, 

the stmcture behind the Beacons may contribute to their survival. An Interagency 

Coordinating CouncU for Youth, made up in part by the dUectors of a number of city 

agencies, provides a multiagency base of support. The 37 Beacons exist in each of the city 

councU districts. They are alhed with the commimity school boards and each has a 

community advisory board made up of the school principal, teachers, parents, youth, and 

others. Some Beacons also relate to the planning bodies for the New York State 
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Neighborhood Based AUiance (as does the Comprehensive Community Revitalization 

Program [CCRP] m the South Bronx, discussed later). 

The fmancing of the Beacons and of the programs that exist in and around them offers a 

lesson about the creativity, savvy, and entrepreneurship of neighborhood-based commimity 

organizations in making sense out of the chaos of current funding stmctures. Visiting a 

Beacon and seemg the activity there, it would not be obvious that the health and education 

and recreation and meals aU come as a result of separate fimdmg streams, from different 

levels of govemment and the bureaucracies within them. Rather, it is somehow knitted 

together into something that looks whole. 

Kentucky Education Reform Act (KERA) 

Kentucky, under KERA, dramaticaUy changed the level of funding for education and the 

financing and oversight relationship between the state and local school districts and created 

equity of fimding between poorer and richer districts. This paper is not focused on the 

"education side" of KERA but rather on its cross-agency comprehensive agenda. 

What makes KERA more than a one-system reform initiative (albeit with deep and 

unportant changes under way in that system) are the comparuon efforts to create FamUy 

Resource and Youth Service Centers (FRYSC). In an odd govemance arrangement FRYSC are 

govemed at the state level by the Cabinet for Human Resources but are operated locaUy by 

school districts with school persormel. 

Funding for the FRYSC represents new money in the system rather than redeployed 

resources from the health or social service systems. Attempts to pool funds or commingle 

staff or out-station existing staff ui school buUdings-discussed in other states-are not part of 

KERA/FRYSC planning. As with a number of the other examples-New Jersey, Califomia-

KERA does not attempt to alter the govemance or stmcture of mainstieam humcm service 

fimding as a part of its school-linked service agenda. 

Discussion 

WhUe these are very dUferent efforts—some state, some local, some much more aU 

encompassing than others-they aU share the characteristics of trying to stiengthen the school-

human service linkage and of needing to figure out how to pay for it. In a number of 

instances long-term much less permement financing is not in place even for the pUot-level 

efforts. A number of sites display symptoms of Medicaid dependency. In a number of 

situations there are troubling ongoing govemance problems that are not worked out, i.e., how 

service deUvery linkages would be govemed when and U the effort moved beyond a pUot 

stage. 

It is uicontrovertible and significant, that efforts of this sort often increase coordination, 

improve communication, and, not incidentaUy, help kids. They also create a famihcuity, in 

the eyes of pohcymakers and broader audiences, with joint efforts, combined task forces, and 

multiagency and multisector projects and goals. The impact of this famiUarity, however, may 

cut two ways: 
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• It may make it easier to picture additional comprehensive integrated action and in 

so doing set the stage (demonstrate the efficacy) for broader and more ambitious 

reforms. 

• It may create a picture of permanent stmctures coming together informaUy and 

voluntarUy, out of goodwiU, into a temporary and informal cooperative effort and, 

in so doing, undercut the need for real stmctural reform. 

From a strictly financing point of view, none of the school-linked service efforts offers 

many lessons. They are funded, typicaUy, at a pUot project level-neither reaching aU the 

schools or aU the kids in school-with either soft and temporary money from foundations or 

state govemment, or they are fimded with jury-rigged Medicaid funds redefined to cover a 

continuaUy expanding array of services for eUgible chUdren. Whether soft money, pUot 

money, or Medicaid, the school-linked efforts we reviewed do not sigruficantly change the 

stmcture or flow of health, social service, or education fundmg. 

Efforts at the Neighborhood Level 

A number of weU-known neighborhood and multineighborhood efforts were reviewed. In 

each case the famiUar story of local people trying to make sense of a nonsensical funding 

stmcture emerged. In each case financing and govemance stmctures are believed to be in the 

way—sometimes an aggravation, sometimes a time-waster, sometimes an insurmountable 

barrier, but always in the way. 

Lafayette Courts 

At Lafayette Courts in Baltimore, services to a housing project are supported primarUy by 

Community Development Block Grant (CDBG) funds, which are granted annuaUy. These 

funds support a smaU multidisciplinary team servuig 750 famiUes. 

Centerfor Family Life 

An exemplar of comprehensive neighborhood service deUvery, the Center for FcimUy 

LUe in Brooklyn is supported by funds from three New York City agencies and 32 corporate 

or foundation funding sources in addition to resources that are ui-kind, volunteer, or come as 

a result of cooperative agreements. 

Comprehensive Community Revitalization Project 

The Comprehensive Community RevUahzation Project (CCRP)m the South Bronx, New York 

is funded by multiple foundations to increase the involvement of strong weU-established 

Community Development Corporations in more holistic (beyond housing) revitalization. 

Again, we see creative entrepreneurial use of private money to leverage pubhc funds, smart 

local players seizing pubhc and private funding opportunities, and in this case the prospect of 

some interplay between housing resources cmd education, health, human services funding in 

new ways. 
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The Austin Project 

Defymg categorization, tiie Austin (Texas) Project (TAP), launched in 1992, is attempting to 

operate at aU levels-its Empowerment Zone plan pamts a neighborhood, city, state, and 

federal picture witii long-term plannmg and fmancmg. It boldly seeks waivers of a great 

many state and federal regulations and proposes the creation of an annual $100 million pool 

of decategorized funds, supporting a 15 to 20 year transition of service dehvery toward 

prevention. TAP also requests that fundmg be provided "without penalty for success," i.e., 

that funds aUocated for pubhc assistance not be removed from Austin when/U the number of 

recipients is reduced as a result of economic development. TAP is also seeking local 

govemment and private support for its long-range Strategic Plannmg for Urban 

RevitaUzation (SPUR). 

Much of Austin's plan is preimplementation at this time and is dependent on approvals 

and designation under discussion and review. But Austin's work to identify specific barriers 

and the boldness of its aspirations are refreshing and useful beyond theu local value. 

Discussion 

In each neighborhood case an idiosyncratic funding stmcture was mvented by the program 

itseU, made up of the useful pieces of existing funduig systems. The immediate mcentive and 

mission at the local and neighborhood level are to trick the system into giving what is needed 

to operate, without changing it fundamentaUy. A number of the localized reform uiitiatives 

are able, albeit awkwardly, to get done what is needed even within the current system. They 

do not change more than they have to, they do not create more opposition than they already 

have, and they are not often funded to do even the level of poUcy work or advocacy that they 

aheady do. 

In the longer view the neighborhood revitaUzation/service mtegration efforts that 

attract positive attention play a critical role in the financmg reform process by servuig as 

examples of what integrated, flexible services look and feel like and by advocating effectively 

for necessary poUcy change. 

OBSERVATIONS AND CONCLUSIONS 

Are We on the Right Track? Two Views 

After spending a few weeks reading about and talking to people engaged ui a wide variety of 

reform efforts one comes away both impressed and depressed. 

On the positive side, it is impressive and important to note how widespread the 

concepts of comprehensive and holistic services, decategorization, local coUaboration, early 

intervention and prevention, and outcome accountabiUty have become. It is unpressive that 

widespread efforts are in place to pUot, perfect, and leam the practical lessons necessary to 

successfuUy implement systems that are buUt on these principles. 

A thousand flowers seem about to bloom and some reaUy wonderful people are 

working very hard m the garden(s). One must to be impressed by the number of soldiers ui 
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this cmsade-they are everywhere-and they are dedicated, creative, and knit together by a 

set of common behefs, by a simUarity of point of view, that is weU enough established to be 

expressed in common and sometimes identical language. 

On the downside, we need to face the reaUty that there is no city, neighborhood, school 

district, or state where, across education, social services, health, mental health, etc., any of the 

foUowing are in place: 

• Large amounts of service dehvery resources are under the control of the 

chUdren/famihes/residents who receive the services. Most efforts, even in their 

intent, stop far short of real control and are working toward increased input. 

• Large proportions of funding can be taken across system hnes—from education to 

chUd weUare or health, or health to chUd weUare—based on a local redefinition of 

priorities. It is tme that communities can and do "trick the system," i.e., can 

redefine things that used to be caUed education and now are called health and can 

reaUocate around the cracks in between systems, but communities cannot be out 

ftont and make significant changes. 

• SignUicant funding exists which is ""pooled,"' i.e., under the formal shared control 

of a number of agencies and can only be spent with their agreement, with the 

exception of the "out-of-home care" pools in Virginia, Tennessee, and perhaps 

other states. 

• Large amounts of cross-system program funding are firmly tied to measurable 

child and famUy outcomes. 

Why, with so much activity, is so little of the reform effort institutionalized to the point 

that financmg systems are being changed? 

We Are on Track, but We Need More Time 

The easiest answer, and it may weU be right, is that not much of the above exists yet simply 

because it is too early. Participants in a number of these initiatives speak to the length of time 

necessary to buUd tmst, an information base, and proven models that need to exist before 

major changes are made in financuig. 

Notfiing is more dismptive of the status quo, more threatening, and less capable of 

being finessed them a significant change in the financing system. Whether that change is a 

new purpose for old money or a new group having control over ftmds or one 

group/issue/service actuaUy or potentiaUy losing funds in favor of another, a financing 

change wiU attract attention and opposition weU beyond what uinovation in service dehvery 

might engender. StrategicaUy, U one is tryuig to buUd consensus and coUaboration, some 

would argue that finance changes should not be made tmtU absolutely necessary. 

Very few of the initiatives we reviewed have, thus far, reached the point of broadly 

enacting a new form of service dehvery that has to have a change in the financing system to 

operate. In most cases the effort is smaU enough, or localized enough, that it is possible to 
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aUow unusual amoimts of change-mcreased flexibUity, use of funds for a not-normal 

purpose, changes in reporting systems-witiiout needuig to change tiie larger systems. 

Most of tiie projects reviewed were tiiemselves established witiiout creatmg a ripple in 

the normal fmancing stmcture. The amount and type of resources needed coiUd be and were 

provided by foimdation grants. Medicaid expansions, or smaU state grants. In addition, they 

have been able to achieve theh mission, so far, without needing to change any (or too many) 

of the normal mles. Suice most have not yet gone to scale, they are able to operate within the 

normal financing system. 

If this answer is correct, and we are on the right track and in time wiU wrestle with the 

financuig devUs, we are okay and need to keep at it. In this view the most helpful role for 

pohcy people and for The Fmance Project is to help figtu'e out in much greater detaU than 

now exists just what the " new" financing system ought to look like. Very few efforts have as 

yet been able to get beyond general principles and down to either the operational details 

(How does the new system work day to day?) or tiie substantive details (If we agree to move 

money from reactive to preventive services, exactly how many doUars from what to what?). 

The lack of a clear picture of the "reformed system" threatens tiie pace of reform efforts and 

may cause a false sense of security smce the strongest opposition often comes when the 

detaUs are known. 

More Time Is Only Part of the Problem 

A far more disturbing thought is that the evolutionary approach commorUy in play-

voluntary coUaboration, tmst buUding, model development, and demonstration-is closer to 

an evolutionary dead end than we think. It may not be possible to get from here to there on 

this path. 

Frequently, m discussion with mitiative participants and ui reading about these 

initiatives, issues of decision-making authority seemed fuzzy or were not addressed. Often 

the initiative was one ui which the state agency or school district uivites participation in 

decision-making-of other agencies or local commimities or the provider community-but 

reserves, albeit quietly, final authority. Tremendous weight and expectation is placed on 

coUaborative processes, a spirit of partnership, technical assistance, and lots of group process. 

It is as though, given common objectives and goodwiU, we can leave the decision-

makmg authority part of our partnership ambiguous. As though we can work things out, 

often or always, without having to be so cmde as to exercise authority against someone else"s 

wishes. 

The companion observation is that there seem in some instances to be a related 

squeamishness about ownership and responsibiUty for funding. In a number of instances 

"shared decision-making" over fimding decisions is a bit of an overstatement—it is more 

about a hoped for feeling than about the mission or charge of legaUy constituted uistitutions. 

What reaUy exists m some cases is consensus over how funds should be spent, and so the 

ownership and authority questions can, for now, be left unanswered. We need to cor«ider as 

we develop and refuie financing strategies that some may see a confUct between straight talk 

about who gets to decide when there is a disagreement and the biulding of comfortable and 
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cooperative interagency relationships. It may be that there is only so far we can go with 

models that are buUt on voluntary cooperation, the willingness of institutions and individuals 

to share, and a behef in the notion that we can make big changes whUe everybody wins. 

It may be that decision-making by a tmst-laden relationship model can orUy work in a 

smaU group setting, that you can avoid most formal authority questions at a neighborhood 

center leveL maybe even at a smaU closely knit neighborhood level, but certainly not at a city 

or county or state level—not U what is being decided involves big money or lots of people or 

unportant issues. City, county, school district, and state govemments were invented very 

specUicaUy because real decision-making has to have stmcture, mles, and understood 

authority. 

It may be that part of why financing change is so partial or so "in the future" for most 

comprehensive reform initiatives is that it runs counter to the essential consensus buUding 

strategy that fuels the irutiative. 

Some Thoughts on Next Steps and More Questions 

Early or late, large scale comprehensive reform efforts have to deal with financing issues. In 

fact, U change can be made without changing the funding stieams, the decision-making 

process, and the incentives, it probably was not major change after aU. That said, what can be 

done that pushes the reform agenda? 

More Discussion 

More discussion, as tightly focused on the finance part of all this as possible, is clearly 

needed. Reaction to this and other Finance Project papers is eagerly awaited as is the 

subnussion of additional ideas and friendly (or not) arguments on the substance. We need to 

push ourselves and each other past the slogans. 

Detailed Analysis and Documentation 

In the work to prepare this survey paper we have identified pieces of "technology" that may 

be unique, be breakthroughs, or be useful to other jurisdictions-the detaUs of Austin's review 

of needed waivers; the details of Termessee's capitation process; Oregon's Benchmarks; 

CCRPs housing and human service mix; the details of how decision-making works around 

pooled funding; and the process ties under consideration to link outcomes and funding 

decisions. It may be that an aU-star team of these technologies, puUed together, would pomt 

the way to what a whole model system cotUd look like. In any case, communities and states 

could gain from increased knowledge of what is being tried. 

Other Disciplines, Other Fields 

We need to think about who else, from what other perspectives should be or is looking at 

these kinds of problems and thinking about them. Is there a history in some other field(s) that 

offers us something to learn? 
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What About Noncomprehensive Financing Changes? 

MeanwhUe, on another set of tracks, a number of actions have changed ftmding practices, for 

better or worse, in significant ways. The brief noninclusive list that foUows has not resulted in 

changes that are usuaUy described as comprehensive reforms. Yet, certainly, they are 

relevant to those served, and in some instances are extremely large—both in terms of doUars 

affected and individuals reached. 

Some examples: 

• The Eamed Income Tax Credit has dramaticaUy uicreased assistance to low 

uicome working famihes and has fairly quietly become the income transfer/cash 

assistance program of choice. 

• "Educational equity" moved biUions of doUars at state levels, and biUions more 

were raised to get a deal that had statewide support: aU coming as a result of court 

orders, not comprehensive reform initiatives, coUaborative processes, or the 

enhghtened seU-interest of more weU-to-do districts. 

• Medicaid, which in its origmal and long-term form guaranteed "free choice of 

vendor" for its beneficiaries, moved state by state ever closer to the private health 

care system in its rehance on managed care and capitated rates. 

• "Home and community based treatment waivers," imder Medicaid, have created a 

much more level playing field in the puU and tug between institutional and 

commimity care for the disabled, including children. 

• FamUy Preservation, whUe stiU unsuccessful in changing the incentives for out-of-

home care at the federal level, has successfuUy attracted new or reaUocated funds 

in state after state and engendered new, signUicant federal support. 

Each of the above changed the purposes, regulations, or avaUabiUty of very large 

amounts of funding, and ui each case the changes are likely to be long lasting. What is the 

impact on cross-agency reforms and new forms of decision-making of these changes? 

StrategicaUy, how do we assess the efficacy of strategies that seek to make positive changes, 

funding source by funding source, versus those that try to affect change across funding 

sources? 

Piloting and Finance Reform 

At aU levels of govemment there are quite positive, U less than revolutionary, efforts to 

uicrease coordmation between departments with overlapping concems, responsibiUties, or 

target populations. TypicaUy the most ambitious are examples of what might be caUed 

"reform by demonstration," i.e., agencies that are progressive enough to volunteer to do so 

may compete for funds to puU two programs closer together. 

The funduig remams in the originating system-this is rarely an excunple of pooled 

funding—but decisions about the services to be dehvered are made jointly and cooperatively. 

No stmctural change occurs, no agency lines are significantly weakened, the money is new so 

no redeployment is necessary, and no local agency is required to participate. 
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Often the hope is that the model wiU become the norm. But the model to be 

"institutionalized" at scale is unclear. The model, after aU, is voluntary and is being done in 

the communities where it is mostly favored. "Taking it to scale"' means everyone does it! 

Most importantly, for this discussion, the model does not need to solve the financuig 

problems—everything from legal authority to audit rules to accounting principles—that a fuU 

blown permanent institutionalized reform needs to address. Service deUvery pUots, as long 

as they do not get too big, can finesse the finance questions. The Finance Project is focused on 

irmovations in financing. How do we constmct "experiences," pUots U you wiU, of newly 

developed models that can be tinkered with, modeled, or perfected without excessive risk-

without the risk of becoming marginalized? 

Govemance or Govemment? 

Underlymg a great many reform initiatives is the notion that changes are needed in 

govemmental stmcture U we are to create an envUonment in which famUy centered, 

individualized, hoUstic service deUvery can thrive. Consensus starts with the need for 

"change" and can very quickly end there as weU. Individuals and mstitutions concemed 

with chUdren and famiUes spUt on a number of issues: 

• the extent to which they favor deregulation, devolution of authority, and, U so, to 

whom, over what; 

• theu beUef in the likelihood that federal, state, or local govemments wiU delegate 

real authority to a coUaborative body acting on behaU of the school board, the city 

councU, or the county board, helping them to act in concert; or delegate real 

authority and decision-making to neighborhood groups; and 

• at the center, whether they favor stiategies that focus on the reform of existing 

govemmental units, i.e, the school board, the city councU, or the state legislatures, 

or favor strategies that work towards the creation of new govemance entities. 

Although these govemance questions are not the exclusive or sole province of The 

Fuiance Project, it wUl be necessary to make some judgments or guesses about likely stmcture 

U we are to explore the cential finance questions: who contiols what funds, and with what 

kinds of restrictions, incentives, and requhements? 
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THE FINANCE PROJECT 

The Fmance Project is a national mitiative to improve the effectiveness, efficiency, and equity 

of pubhc financing for education and other chUdren's services. With leadership and support 

from a consortium of private foimdations. The Fuiance Project was established as an 

independent nonprofit organization, located in Washington, DC. Over a three-year period 

that began ui January 1994, the project is undertaking an ambitious array of pohcy research 

and development activities, as weU as pohcymaker forums and pubhc education activities. 

Specific activities are aimed at mcreasing knowledge and strengthening the nation's 

capabihty to implement promising strategies for generating pubUc resources and improving 

pubhc investments in chUdren and their famihes, including: 

• examining the ways ui which govemments at aU levels fmance pubhc education 

and other supports and services for chUdren (age 0-18) and their famihes; 

• identifyuig and highhghting stmctural and regulatory barriers that impede the 

effectiveness of programs, uistitutions, and services, as weU as other pubhc 

investments, aimed at creating and sustaining the conditions and opportunities for 

chUdren's successful growth and development; 

• outlming the nature and characteristics of financing strategies and related 

stmctural and administiative arrangements that are important to support 

improvements ui education and other chUdren's services; 

• identifying promismg approaches for implementing these financing strategies at 

the federal, state and local levels and assessing their costs, benefits, and feasibiUty; 

• higliUghting the necessary steps and cost requirements of converting to new 

financing stiategies; and 

• strengthening inteUectual, technical, and poUtical capabiUty to uiitiate major long-

term reform and restmcturing of pubUc financing systems, as weU as interim steps 

to overcome inefficiencies and inequities within current systems. 

The Finance Project is expected to extend the work of many other organizations and 

blue-ribbon groups that have presented bold agendas for improving supports and services 

for chUdren and fartiiUes. It is creating the vision for a more rational approach to generating 

and investing pubhc resources in education and other chUdren's services. It is also 

developing pohcy options and tools to actively foster positive change through broad-based 

systemic reform, as weU as more incremental steps to improve current financing systems. 
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