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RECAP
North Carolina Social Services

Mason P. Thomas, jr.

NORTH CAROLINA PROVIDES SOCIAL SERVICES
in an extensive array of programs— public assistance,

medical care, and other services. The program itself is

complex, and it is even more difficult to understand

because three levels of government— federal, state, and

county— are involved in designing and administering

social services.

Social services is a controversial program; it seems to

be unpopular with everybody. The political leaders are

constantly calling for reform, the taxpayers are alarmed

over rising costs, and recipients are dissatisfied with

low payments, the stigma of "being on welfare," and the

demeaning aspects of determining who is eligible for

assistance.

The 1969 General Assembly rewrote the basic statutes

governing welfare and called the program "social serv-

ices" in order to avoid the stigma of welfare. This new
name has not created a new image, nor led to greater

public acceptance. Professionals sometimes feel that

the public prefers to react emotionally or politically to

a vulnerable and unpopular welfare program, not really

wanting to know the facts about welfare.

Social services in North Carolina is basically a federal

program, based on the Social Security Act of 1935 as

amended. To qualify for federally supported public

assistance programs designed to provide income and

medical care, a needy person must fit into one of the

specified categories, such as dependent child, aged,

blind, or disabled. Two recent federal programs, food

stamps and Title XX of the Social Security Act, provide

food and services to the working poor.

Social services is structured by state-level legislation

designed to implement federal requirements in order

The author, an Institute faculty member, specializes in juvenile law

and corrections and social services.

for the state to qualify for federal funds, which pay

approximately two-thirds of public assistance costs in

North Carolina. Although most states prefer state ad-

ministration of welfare programs, for sixty years North

Carolina has administered welfare through the counties.

The welfare pyramid thus begins with basic policy

dictated by federal law, the state supervises 100 county

departments of social services through the four regional

offices of the Department of Human Resources (DHR),

and the county administers social services but with few

options or choices about the federally supported pro-

grams that must be delivered uniformly throughout the

state. Table 1 shows expenditures of funds by source

and for specific programs in fiscal years 1976-77; Table

2 shows social services expenditures over the past

decade.

Federal requirements

To understand social services in North Carolina, one

must understand the federal legal requirements and how
this state conforms to these requirements.

1. Federally supported public assistance programs

must be both statewide and uniformly administered

throughout the state. These programs include Aid to

Families with Dependent Children (AFDC), Medicaid,

and food stamps. North Carolina administers the pro-

grams through county government (county board of

social services and department of social services), and

the state must see that each of the 100 counties offers

these federally supported public assistance programs to

eligible families at the same level of payment, according

to applicable federal and state policies.

2. Federal law requires that the state participate

financially in the AFDC and Medicaid programs. Since
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1937, each successive General Assembly has appropri-

ated state funds for social ser\ices programs on the

basis of budget requests of the responsible state agency,

now the DHR, and state law requires the counties to

pav a share of this cost under applicable matching

formulas contained in law.

3. Federal law requires that a single state agency

administer or supervise administration of the federally

supported public assistance programs— in this state the

Department of Human Resources.

4. Persons who apply for federally supported public

assistance or services ha\'e certain legal rights that

county go\ ernment must protect, generally through the

countv department of social ser\ices. For instance, if a

public assistance application is not processed within

the required time, the applicant has a right to appeal

Table 1

E.xpenditures by Source of Funds for Specific Welfare

and Social Services Programs in North Carolina

FY 1976-77

Welfare and

Social Ser\ice Federal State Countv

Programs Contribution Contribution Contribution Total

AFDC 5, 4I.24N.4^5 S 23.249.99.1 521.914.329 SI 36.4 13.0 IS

Medicaid r"..^iS4.923 M.h4.s.292 14.262.222 2-3.493.43"

Title XX 5?.S"f>.9.'(2 1 1.9211.412 6.:'05.232 "4.5l)2.3~6

iSer\icesi

Special

Assistance 8.903.616 9.2X0. ^'93 IS.1,S4.4I 1

to Adults

Child Support 2.n44,(r,s 23I..H32 453.624 2. "44. 334

Enforce-

ment
Title I\-B 1.351 .^M' 1.49(I.S6I) 2.390.001) 5.632.S40

(Cfiild

Welfare 1

WIN 2..ir.494 257.30(1 2.574.994

Food Stamp .^.494.911 1.193.554 4.296.S00 10.9S5.265

Admin-

TOTAL S3,1b.l 1.S.S14 S128.9 16.1)59 S59.503.202 S524.53N.075

1, In addition to the programs listed, the federal government provided
S174.288.000 for the Supplementarv* Security Income iSSI) and SI35.636.751 for

the bonus food stamp program (FY 1976-77).

Source: North Carolina Department of Human Resources. Division of

Social Services.

Table 2

Expenditures by Source of Funds for All County

Welfare and Social Service Programs in North Carolina

for Selected Years. FY 1966-77

Fiscal Federal State Countv
Year Total Contribution Contribution Contribution

1966-67 S 108.786.700 5 "5.102.122 S 15.583.054 Sis. 101.524

1969-70 163.794.285 113.289.361 24.056.514 26.448.410
1972-73 284.502.221 198.470.685 52.815.007 33.216.529
1975-76 419.S66.388 266.392.1,58 94.457.538 59.016.692
1976-77 524.538.075 336.118.814 128.916.059 59.403.202

for a fair hearing to the Department of Human Re-

sources: if a recipient's public assistance grant is ter-

minated, he has a right to written notice. According to

state law, county social services departments must pro-

tect the confidentiality of persons who apply for or

recei\e public assistance or food stamps, and only those

who need to refer to the records in the course of official

duties may ha\e access to them.

5. Federal law requires that personnel appointed to

professional positions in the social services programs at

the state and county levels be appointed on a merit

basis, not for political reasons. In North Carolina, the

merit system is administered by the State Personnel

Division in the Department of Administration, which

administers the merit examination for state- and county-

level positions in the social services program, such as

county directors, caseworkers, and secretaries. In some

instances, a person who has not taken the merit exam

may be appointed temporarily to a position in the

program, but he must take and pass the merit exam the

next time it is given if he is to be retained permanently.

Role of state government

The General Assembly. The legislature has the option

of implementing federally supported public assistance

and service programs. If it did not enact legislation that

conforms to federal requirements. North Carolina would

not be eligible for the large amounts of federal money
available to fund public assistance and services pro-

grams. In an effort to help the state through the serious

economic problems of the Depression, the 1937 General

Assembly enacted legislation to conform to the require-

ments of the 1935 Social Security Act. Since then the

General Assembly has continued to adopt legislation

that qualifies the state for federal funds.

One recent example of state legislation that meets

federal requirements is the child-support legislation,

which the General Assembly adopted in 1975.' Title

IV-D of the Social Security Act offers federal funds to

improve child-support services, if a state meets federal

requirements, such as enacting legislation to implement

the services. In North Carolina, the Department of

Human Resources administers the child-support pro-

gram; in each county the commissioners designate the

agency to administer the county program, usually the

department of social services: and the federal govern-

ment reimburses the county for most of the adminis-

trative costs of the child-support program.

Child-support legislation is designed to secure finan-

cial support from parents, who are responsible for the

Source: North Carolina Department of Human Resources. Di\ision of

Social Services. 1. N.C. Gen. St.aT Ch. no. Art. 9 §§ 110-28 through -141.
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support of their children. The county representati\e,

probably the social services department, must coordi-

nate the program by obtaining support agreements and

acknowledgments of paternity, and working in other

ways with the court to gain child support from parents.

A voluntary support agreement or acknowledgment of

paternity, approved by the court, has the same effect as

a judgment or court order for support. Payments under

such agreements are made through the clerk of superior

court. When a child is receiving Aid to Families with

Dependent Children, the clerk directs the support pay-

ments to DHR, which reimburses the federal, state, and

county governments according to the applicable match-

ing formula. The DHR also is responsible for trying to

locate absent parents, maintaining a registry on the

identity or location of absent parents, and coordinating

support activities with other agencies.

Department of Human Resources. The DHR is the

state-level "umbrella" department responsible for a

number of human services including health, mental

health, social services, medical care, services to older

people, youth services, and others. The Secretary of

Human Resources is appointed by the Governor and

holds a cabinet-level position. Recently the legislature

consolidated a number of DHR management functions

in the Secretary (planning, organizing, staffing, direct-

ing, coordinating, reporting, and budgeting), and the

general thrust of state reorganization during the past

several years has been to consolidate DHR's power in

the Secretary, including responsibility for the social

services program.

Social Services Commission. The Governor appoints

eleven members to the Social Services Commission

(SSC), one from each congressional district, to serve

four-year terms. State government reorganization legis-

lation defines a commission as "a collective body which

adopts rules and regulations in a quasi-legislative man-

ner, and which acts in a quasi-judicial capacity render-

ing findings or decisions involving differing interests."

Usually the SSCs powers, duties, and functions are not

subject to the approval, review, or control of either the

Governor or the Secretary of Human Resources.

The SSC has authority to adopt rules and regulations

for conducting the state's social services programs (in-

cluding public assistance programs and programs de-

signed to achieve cooperation with other appropriate

agencies), to place children, and to pay for foster care

for needy and homeless children. The Commission can

also establish standards for inspecting and licensing

maternity homes, homes for the aged, child-care insti-

tutions, and local confinement facilities. The Division

of Facilities Services, within DHR, does the actual

licensing or inspections under these standards. The SCC
has the power to subpoena witnesses, administer oaths,

and compel necessary documents to be produced. It

may also authorize investigation of social problems,

and has authority over certain programs other than

social services programs— for instance, the authority to

establish standards for inspection of local jails.

Division of Social Services. The Division of Social

Services supervises ct)unty departments that administer

social services programs, thus implementing the re-

sponsibility of the Secretary of Human Resources. The
Secretary appoints the director, who is administratively

responsible to the Secretary.

The State Division of Personnel administers the merit

system for state- and county-level personnel appoint-

ments in the social services program as federal and

state laws require. Figure 1 shows the organization of

the Division of Social Services in the North Carolina

Department of Human Resources.

County administration

Every North Carolina county has a board of social

services consisting of three (or five) members (as the

board of county commissioners decides) appointed as

follows: one (or two) by the Social Services Commis-

sion; one (or two) by the board of county commis-

sioners; and the third or fifth member is appointed by

the two (or four) members appointed by the state and

the county. Detailed statutes govern the county boards

of social services, which act primarily as advisory boards.

They do, however, have specified legal responsibilities

including: appointment and dismissal of the county

director under the merit system; offering administrative

advice to the director; approval and review of public

assistance cases; community social planning; and plan-

ning and presenting the county budgets for social serv-

ices programs and administration. Although state law

authorizes two or more counties jointly to employ a

county director, none have ever made such a joint

appointment.

The county social services program is a source of

frustration to some boards of county commissioners.

For example, the commissioners do not have a free

hand in appropriating funds for social services pro-

grams, as they do with many other county programs.

State law requires each county to carry a percentage of

social services costs; therefore the amount of county

money required to match the state appropriations for

social services is determined by the amount of the state

appropriation. Further, according to statute, DHR de-

termines whether funds are adequate and gives final

approval to each county's social services budget. Thus,

social services budgeting can become a source of ten-

sion between a particular county and state government.

Also, federal and state laws require that certain man-

dated social services programs be operated on a state-
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wide basis, so the county commissioners have no choice

but to administer these programs.

County department of social services and its director.

Each of the 100 counties has its own county department

of social services and a director. The county director

and the department's staff are responsible for adminis-

tering the social services program under federal and

state law, according to the state plan, but under the

direction of the county board of social services.

The county social services director has a number of

important legal responsibilities: to serve as executive

officer and secretary of the county board of social serv-

ices: to appoint personnel of the county department

under the merit system: to administer public assistance

programs: to act as agent of the Social Services Com-
mission in relation to work required by the Commission

in the county: to investigate cases for adoption and

super\ise adoptive placements: to issue employment
certificates to children under the regulations of the State

Department of Labor: to supervise boarding homes,

rest homes, and convalescent homes for the aged or

infirm under the rules and regulations of the Social

Services Commission: to investigate reports of abuse

and neglect to children and disabled adults under the

applicable reporting laws for abuse or neglect: to accept

children for placement in foster homes, and to supervise

these placements for as long as each child requires

foster care: and to petition district court for sterilization

of eligible persons in the county.

Figure 1

Organization of the Division of Social Services

Department of Human Resources

Division of Social Services

DIRECTOR

Personnel

I — Planning

Staff

Development

Social Services

Commission

Special

Assistant

Quality Assurance

Hearings and Appeals

Deputy

Director

Assistant Director

Fiscal Management

Budgetary

Accounting

Assistant Director

Programs and Policies

General

Services

Technical

Assistance

Family

Services

Assistant Director

Service Delivery

Income

Maintenance

Region I Region II

Financial

Analysis

Data Proces-

sing Operations

Reports and Pro-

gram Analysis

Child Support

and Enforcement

Disability

Determination!

Region III Region IV

Source: North Carolina Department of Human Resources, Division of Social Services.
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Summary of social services programs

Public assistance. County social services departments

administer five public assistance programs. Three are

mandated by federal and state law— Aid to Families

with Dependent Children, food stamps, and Medicaid.

Two are permissive— State-County Special Assistance

for Adults and County General Assistance.

Aid to Families with Dependent Children. This is a

federally supported, categorical program that provides

payments to needy children deprived of parental sup-

port or care by death, desertion, or incapacity of one of

their parents. To be eligible, a needy child must be

living with a parent or with certain specified relatives

(such as an aunt, uncle, or grandparent) or living in a

licensed foster home or a licensed child-care institution,

and there are legal limitations relating to age, school

attendance, and whether or not the child is needed at

home. Payments are determined by comparing the

family's needs with its resources, using standard for-

mulas. (State law now authorizes a flat grant approach,

the Consolidated Standard of Need.) The parent or

relative with whom the child is living is encouraged to

work or secure job training under the Work Incentive

Program (WIN). If the adult payee of an AFDC payment

is employed, a certain portion of earned income is

excluded from family resources in determining the

amount of the assistance grant, providing a financial

incentive for a recipient to work since the grant is not

reduced dollar for dollar because of earned income.

The child-support program, described on p. 2,

imposes certain limitations on AFDC eligibility. When
an AFDC recipient does not cooperate with the county

in locating the parent responsible for the child's support

— for instance, a mother who refuses to disclose the

father's whereabouts— the parent receiving AFDC may
be compelled to appear in court and give information

about the other parent or be declared ineligible for the

public assistance payment. In such cases, the children's

needs will be met through protective public assistance

payments as authorized by law. This means that the

AFDC payment will be made to some other person who
will be responsible for the child.

Food stamps. Every North Carolina county must

operate the federally supported food stamp program.

Families that meet the eligibility guidelines for income

and resources are eligible for food stamps. Households

that receive public assistance (such as AFDC or Supple-

mental Security Income) are automatically eligible. To
qualify, a family may have no more resources than

$1,500; a household with two or more persons and at

least one over 60 years of age may have resources of up

to 53,000.

At present, through county departments, local banks,

post offices, or other approved vendors, an eligible

household may buy food stamps that will give it food

purchasing power greater than the cost of the stamps.

Food stamp recipients may buy only food for human
consumption with the stamps— not other grocery items,

such as soap. Recent changes in federal law have elimi-

nated the purchase requirement so that when the new-

program is implemented (perhaps in January 1979) eli-

gible families will receive food stamps without any pur-

chase or payment requirement.

Also, public assistance recipients will not necessarily

be eligible for food stamps under the new program.

Medicaid. Medicaid is a federally supported, cate-

gorical program providing medical care and services

for AFDC recipients. SSI recipients, and the medically

indigent who fit into the federal categories for the aged,

the disabled, the blind, or dependent children. The Divi-

sion of Medical Assistance is responsible for the Medi-

caid program in North Carolina, which includes medical

services, eligibility, and fiscal accountability. The county

departments of social services administer the Medicaid

program at the county level. State law requires that the

board of commissioners in each county levy taxes to

pay the county's share of the cost. Medicaid provides

certain services to recipients by paying the provider of

the medical care or services (for instance, doctors or

hospitals). For a detailed discussion of North Carolina's

Medicaid program, see the article on page 39.

State-County Special Assistance for Adults. The fed-

eral government absorbed Aid to the Aged. Aid to the

Blind, and Aid to the Disabled into the Social Security

System on January 1, 1974, under the Supplemental

Security Income (SSI) program. County departments

formerly administered public assistance to needy per-

sons in these three categories. Although the county is

no longer involved in administering SSI, it sometimes

has to supplement SSI payments.

State-County Special Assistance for Adults, a per-

missive program paid for equally by state and county

funds, subsidizes certain SSI recipients and other dis-

abled persons who need residential care facilities.

County General Assistance. Any county may have a

county general assistance program, and most counties

have chosen to do so. Each county funds the program

and operates under its own policies. This program is

used primarily to supplement the federally supported

public assistance programs such as AFDC or Medicaid.

Protective services for children and disabled adults.

Two separate reporting laws require that cases involving

neglect or abuse to children or disabled adults be re-

ported to the county department of social services. The

Child Abuse Reporting Law requires reporting cases of

abuse or neglect of children under 18: the other report-

ing law protects adults (18 and older) who may be

vulnerable to abuse or neglect because of physical or
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mental incapacity, including senility. Both reporting

laws encourage reporting cases of abuse and neglect.

This is the thrust of the lavs — thai persons at risk can be

identified and appropriate protective services can be

provided. (See the authors book entitled Protective

Services in North Carolina, publisheti by the Institute

of Gov ernment.)

Child-placement services. The county social services

department is the only child-placement resource that is

available in every county in North Carolina. In cases of

neglect, abuse, dependency, or delinquency, the district

court (exercising juvenile jurisdiction) may order that a

child be removed from his home and placed elsewhere

if necessary for his protection. The court often places

the child in the custody of the county social services

department, which then is responsible for arranging an

appropriate placement for him. In other cases, the court

may order that the county department supervise the

child in his own home or in the home of a relative. At

times parents may request that the social services de-

partment place their child in foster care because of

some family crisis, such as illness of a parent, that makes

it impossible to keep the child in his own home. In

those cases the parents and the agency usually have a

written agreement.

When the county department has child-placement

responsibility by court order or agreement with the

parents, the staff explores where the child might be

placed. The possibilities include relatives, licensed fos-

ter homes under the supervision of the county depart-

ment, group homes, child-care institutions, special treat-

ment facilities and boarding schools, placement with

relatives outside the state through the interstate place-

ment processes, and adoption. The usual goal is to work
with the parents toward the time when the child may be

returned to his family. County departments of social

services also cooperate with other states through the

state Division of Social Services in placing children

from other states within North Carolina or children

from North Carolina out of slate.

Foster care. The Social Services Commission has

legal responsibility for adopting standards, rules, and

regulations in the licensing of foster homes for children

and placing dependent and delinquent children. The
program for licensing foster homes is administered

through the county departments, and the DHR issues

licenses on the basis of home studies conducted by the

staff of the county departments.

State law also provides a Foster Home Fund to pro-

vide part of the cost of foster care for needy children.

This fund is administered under policies of the Social

Services Commission that permit the state to participate

in half the cost in a licensed foster home, with a maxi-

mum of S125 per month.

Some counties pay more than SI 25 per month per

child for foster care, so that county funds pay the entire

cost above S(-)2.50. Some children have special needs—

for example, mentally retarded or physically handi-

capped children— that require specialized types of

foster care at higher monthly rates. Since current state

policies allow state matching funds for specialized foster

care to a maximum of S62.50 per month, county funds

must pay the balance. County departments must pay

other related costs such as clothing, school expenses,

and other incidentals that may not be provided by the

child's parents.

Adoptions. Every county department of social serv-

ices provides an adoption program, working coopera-

tively with the clerk of superior court who is the county's

court of adoptions. The law now provides for adoption

of both children and adults. The counties administer

the adoption program, supervised by the Division of

Social Services. This state-level supervision includes

providing legal guidance to insure sound adoption;

guidelines for services to natural parents, children in

need of adoption, and adoptive parents: a central reg-

istry for adoption records: and an adoption resource

exchange. The 1975 General Assembly established a

fund to subsidize adoptions for physically or mentally

handicapped children who would otherwise be difficult

to place for adoption because of the cost of meeting

their special needs.

Services to unmarried parents. County departments

provide certain services to unmarried mothers and

fathers. These services may include case-work services

to an expectant mother concerning plans for herself or

placement of her unborn child, and to the father, in-

cluding his financial responsibility: and planning with

both parents for medical care for the mother and the

child. The State Maternity Home Fund pays the cost of

maternity home care for unmarried, expectant mothers

who cannot pay for such services. The Division of Social

Services administers this fund on the basis of appli-

cations for help submitted through the county depart-

ments.

Day care. The Child Day-Care Licensing Commis-

sion in the Department of Administration is responsible

for licensing facilities that provide for day care for more

than five children. Day care services are frequently re-

quired by children from families that receive AFDC
since federal policies encourage parents to work or to

be involved in job-training. Federal funds are available

to purchase day care services in certified centers that

meet federal standards, which are higher than the mini-

mum standards under state licensing law. Thus, the day

care unit in the Di-/ision of Social Services is responsible

for approving day care programs that meet federal

standards so that AFDC families may use the facilities.

The state also provides consultation and help to county

departments that wish to operate their own day care
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facilities. Tlie article on page 32 contains more infor-

mation on da\ care.

Family planning. The Social Security Act requires

that county social services departments provide family

planning services to recipients of public assistance and

to other clients of the county department who wish

family planning services.

Psychological services. The Division of Social Serv-

ices has staff psychologists who provide psychological

services through county departments of social services

on a referral basis without cost to the county or the

person tested.

Services to aged or disabled adults. The Division of

Social Services develops programs and policies for eli-

gible aged and disabled adults. County social services

departments implement these programs and should

pro\ide the following services to adults: information

about resources, referral to appropriate services, and

protective services. Other services to eligible adults

would include employment services to obtain self-

support, health services, placement services in group

care facilities, and services to the aged or disabled

person in his own home ( homemaker services, attendant

care, counseling, and other supportive services).

The Department of Human Resources also has the

legal responsibility for licensing certain boarding homes,

rest homes, and convalescent homes for aged or dis-

abled persons under standards adopted by the Social

Services Commission. Those who are placed in these

homes are supervised by the county social services de-

partments.

Supportive services. County social services depart-

ments provide other services through the use of para-

professional personnel, such as homemakers and social

services aides. A homemaker is a department staff

member who goes into a home temporarily to fill the

role of the parent or other responsible adult who cannot

function because of illness, absence from home, hospi-

talization, or other family crisis. Social services aides

are departmental staff members who go into community
neighborhoods to provide information about available

social services resources.

Title XX services. To qualify for funds under Title

XX of the Social Security Act the state must develop a

comprehensive annual plan for services. This program

is administered through the Office of the Secretary of

Human Resources. Each county must provide specified

mandated services— day care services to children, fam-

ily planning, casework services to enable individuals

to remain in or return to their own homes, health

support services, interstate/intercounty placement serv-

ices for children, foster care services for children and

adults, adoption services, and protective services for

children and adults. In addition to these services, coun-

ties have the option of providing twenty-one other serv-

ices at the county le\el— for instance, chore services or

homemaker services. The DHR allocates Title XX
federal funds on a formula basis each year. An article

on page 27 describes Mecklenburg County's experi-

ence under Title XX.

Trends toward change

More federal control. States and counties may soon

no longer have the responsibility for administering

social services, with the current trend toward federal-

izing welfare programs. The federal government has

already absorbed three categorical public assistance

programs formerly administered by county social serv-

ices departments through the Supplemental Security

Income program— Aid to the Aged, Aid to the Blind,

and Aid to the Disabled, President Carter's proposals

for welfare reform include a gradual federal take-over

of policysetting. administration, and funding. See the

article on the President's welfare reform proposal on

page N.

State influence in county administration. In North

Carolina the state gradually has taken a stronger role in

administering the social services program, and in the

last ten years it has occasionally been proposed that the

state change from county to state administration. The
Department of Human Resources has established four

regional offices {Greenville. Fayetteville, Winston-

Salem, and Black Mountain) through which county

directors are supposed to work with the Division of

Social Services.

Categorical to comprehensive approach. Much of the

social services program continues the categorical ap-

proach to public assistance begun under the Social

Security Act of 1935. For example. AFDC is a categori-

cal program for dependent children deprived of paren-

tal support by at least one parent through death, ab-

sence, or incapacity. Thus, a family with two unemployed

parents would not qualify for AFDC. Medicaid also

provides medical services only to AFDC families, re-

cipients of SSI, and medically indigent persons who fit

into one of these categories. However, there is a trend

toward providing public assistance and services to the

working poor. Recent examples are the food stamp

program, federally funded services under Title XX, and

the child-support program.

County financing. In the last few years several changes

have occurred in the law that relate to county financing

of social services: they seem to indicate a trend-

holding counties responsible for paying their share of

the cost of public assistance and administration on an

open-ended basis. Before 1974. the county budgeting

process for social services was open-ended: counties

had to pay their share of public assistance costs when
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these expenditures exceeded the county funds appro-

priated for this purpose. North Carolina had a three-

year trial with closed-end budgeting beginning in 1974.

The closed-end legislation meant that a county's respon-

sibility for public assistance and administration was

limited to state-approved estimates for these costs. If

the county had to pay more than the approved estimates

called for. this amount was paid from the State Public

Assistance Contingencv Fund. The 1^77 General Assem-

bly rewrote the law to authorize a loan from state funds

to any county whose expenditures exceeded approved

estimates. Any amount borrowed in one fiscal year must

be repaid within the next two fiscal years. Programs and

administrative expenses covered under this law include

AFDC, medical assistance, State-County Special Assist-

ance for Adults, WIN single-administrative unit, WIN
day care. State Boarding Home Fund for Foster Care,

and the administrati%e costs of food stamps.

Reduction of services to cut costs. State legislatures

are increasingly concerned about the rising costs of wel-

fare programs, particularly Medicaid. The 1977 General

Assembly reduced the services provided by the Medicaid

program in order to cut costs. Political pressures to re-

duce welfare costs may lead to further reductions of

other social services.

Curbing welfare fraud. In an effort to impose more

severe penalities for welfare fraud, the 1977 General

Assembly enacted legislation providing that illegal re-

ceipt of money, benefits, or food stamps of S200 or less

is a misdemeanor: if the amount is more than S200, the

offense is a felony. Providers as well as public assistance

recipients under the Medicaid program may be pro-

secuted for fraud.

Personnel policy. A recent change in the merit system

rules by the State Personnel Commission seems to indi-

cate a trend in broadening eligibility for appointment

and gives counties more control over personnel policy.

Also, recent changes in merit-system rules substitute job

experience for specified educational qualifications for

hiring. For instance, work experience may be substituted

for graduate training in social work as a requirement for

appointment as county director of social services.

Growing legal involvement. More attorneys are in-

volved in social services matters. More county depart-

ments ha\e access to legal advice through the county

attorney, a special county attorney for social services

matters, or an attorney hired to represent the county

department. Further, 1977 legislation provides for ap-

pointment of a guardian ad litem (who must be an attor-

ney! in district court juvenile hearings involving ne-

glected or abused children, and the law gives the guard-

ian ad litem certain authority that may lead to conflict

with some county departments (for example, court-

approved access to confidential records!. Periodic man-

datory court review of child custody cases involving the

county department also means more attorneys will like-

ly be involved in child-placement cases.

More executive influence. State go\ ernment reorgan-

ization and recent legislation affecting the composition

of the Social Services Commission give the Governor
more power over social services matters. The Governor
appoints the secretary in each of the major state umbrella

agencies, including the Department of Human Re-

sources. The Secretary of Human Resources, a member
of the Governor's cabinet, is supposed to implement the

Governor's policies in DHR. The state budgeting proc-

ess includes a plan whereby the various departments

establish priorities for budget requests. If social services

needs are not given a high priority, then they may not

be funded.

Before 1977 the Social Services Commission con-

sisted of seven members appointed by the Governor for

six-year staggered terms. In 1977 the Commission was

reorganized so that the Governor appoints one member
from each of the eleven congressional districts, thus

increasing its membership from seven to eleven persons.

The requirement for staggered terms was eliminated,

and the length of terms was reduced from six to four

years. Therefore, the Governor in office will be able to

appoint the entire commission and will be likely to

appoint people who will implement his policies.

Welfare reform. Federal and state legislatures, those

concerned with social services, and the general public

agree that reform and change are necessary, but not on

how the necessary reform will be achieved. President

Carter's proposals for welfare reform will be studied

and reviewed in Congress during 1978 and may lead to

overhauling the out-of-date welfare system. D
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A County Official Looks at Welfare Budgeting

John V. Witherspoon

ADMINISTERING social services pro-

grams at the county level is like being

the tail on a two-headed dog. The county

tail is alternately wagged: first by the

state head, then by the federal head.

Often the tail spins in circles. Occasion-

ally it comes to a complete stop. But

most often the two heads alternate in

commanding the tail to wag in aimless

patterns as if the function of the tail

were to create some abstract design in

the air.

Similarly, as a nation, we are of two

minds regarding welfare. We feel a deep

moral or religious obligation to take care

of the poor. Often we hear people say

that we need to take care of the "de-

serving poor," slipping in a qualification

that reveals another attitude regarding

public welfare. We just do not believe

there are as many "deserving poor" as

show up on the public welfare rolls.

Budgeting for welfare

programs

This basic conflict in attitude toward

public welfare comes into sharp focus

in the administration of county welfare

programs in North Carolina. First of all,

welfare as administered by county de-

partments of social services is big busi-

ness. During the last three years, for

instance, 25 to 26 per cent of the Guil-

ford County budget of S70+ million

went to social services. Perhaps more

striking is the fact that though the

county budget has gone up 13.8 per cent

since the 1974-73 fiscal year, the total

The author is county manager for Guilford

County, North Carolina.

social services budget has gone up over

18 per cent.

The projected budget for the Guilford

County Department of Social Services

for the fiscal year 1977-78 was just under

520,200,000. But, as in most things con-

nected with public welfare, the official

figures do not tell the entire story. In

simplest terms, a county's budget is pri-

marily composed of items for which the

county writes the checks. The county

issues checks for special assistance to

adults and for Aid to Families with De-

pendent Children (AFDC) and also takes

care of all expenses of local staff who
administer the programs. County staff

also administer the medical assistance

and food stamp programs, though the

county does not write the checks for

these programs. The two heads of the

welfare animal perform this function:

the federal government takes care of

food stamps, and the state uses federal

money, state money, and county money
to pay vendors under the medical assis-

tance program. Therefore, a more accu-

rate total fiscal picture of all programs

administered by the Guilford County

Department of Social Services would

include SIO million for food stamps and

$12 million for Medicaid, The total gross

budget for the county's department of

social services then rises to a startling

S43 million!

State budget control. When a

group of county commissioners talk

about social services, someone eventu-

ally says, "There's not much you can do

about it." For the commissioners, there

is much truth in that statement. The
General Assembly specifies most of the

items in the social services budget ex-

pended by the counties. In addition, the

legislature has granted the Secretary of

Human Resources, through the Division

of Social Services (the Division), wide-

spread supervisory authority over coun-

ty departments of social services. There-

fore, state officials give detailed direc-

tions to county departments of social

services, telling them not only what to

do but also how to do it.

The state is responding to a similar

situation between the state and federal

governments. Congress initiates most

of the social services programs adminis-

tered in Guilford County. Congress

writes the law, HEW writes the regula-

tions that implement the law, and the

North Carolina General Assembly en-

acts laws parallel to those of Congress

in adopting desired programs. The Divi-

sion of Social Services, with one ear

tuned in to the legislature and the other

to HEW, writes regulations and directs

the activities of county social services

departments. A cynic might observe

that this illustration leaves the Division,

at the state level, unable to hear from

the counties, since both ears are occu-

pied. Though the interpretation would

be a gross exaggeration, many county

officials feel that it is fairly accurate.

After all. it is a fact that the tail cannot

wag the head.

It is apparent from the examination

of county budget-hearing records that

county government is powerless in wel-

fare matters. In Guilford County, the

money involved in mandated social serv-

ices programs represents as much as 20

per cent of the county's S70 million bud-

get. A new, inexperienced county com-

missioner will zero in on this significant
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portion of the county budget, usually

displayed in five or six categories and

running six or seven digits. In explain-

ing the mandated social services pro-

grams to the new commissioner, the

county manager usually tries to sum-

marize how the budget calculations were

derived, and may define the different

varieties of social services and income.

The manager will probably summarize

by saying something like this: "This is a

mandated program, required by law to

be placed in our budget, and the Divi-

sion of Social Services has the power

and authority under the law to deter-

mine whether or not our budget figures

are sufficient. The Division, through

the courts, can force the county to

appropriate additional amounts if it de-

termines that the county public assis-

tance budget is insufficient. Our budget

amounts represent negotiated figures

between our department of social serv-

ices and the State Di\'ision of Social

Services in Raleigh." Then, if the coun-

ty manager is fortunate, he will hear a

long-time county commissioner tell the

new commissioner that the manager is

correct: There really is not much one

can do about it.

The state's control over sen-ices pro-

vided by the county departments of

social services — in contrast to public

assistance— is not so precise. Many so-

cial services programs are mandated by

the state, but the county does have

considerable discretion about whether

it will offer certain services and at what

level. The state does not participate so

heavily in financing services as in finan-

cing public assistance. This is also true

in general administration, for which the

county puts up approximately seven

dollars for every state dollar. The atti-

tude of the Division with respect to the

administration and services portions of

county welfare departments is primarily

persuasive, with perhaps a hint of the

possibility of sanctions. We estimate

that the Division controls or influences

between 65 and 70 per cent of the

county's total social services" budget.

Only in general assistance does the

state have no control. In Guilford

County, this item has run as high as a

million dollars in a year of economic re-

cession. General assistance might best

be described as the county's effort to

plug the gaps in the state federal welfare

svstem. It comes into play when the

countv is faced with someone who has

obsious needs but cannot meet the cri-

teria for inclusion in a public assistance

program. Perhaps the chief recipients

of county general assistance in Guilford

County are two-parent families, which

are ineligible for AFDC under the North

Carolina public assistance program.

With many people unemployed and un-

employment insurance exhausted during

a recession, this program can expand

quite quickly.

Closed-end budgeting for welfare

programs. With welfare such a large

part of the budget, county officials can-

not afford to be entirely passive. For

some years, particularly after state mis-

calculation of the first six months of

Medicaid caused many counties to go

into deficit spending, the counties sought

to establish a "closed-end" budget. In

all other county programs, the commis-

sioners can control the upper limit of

expenditures through the budget proc-

ess, but not so in the mandated welfare

programs. The latter programs require

that whoever applies and qualifies re-

ceives—regardless of whether sufficient

funds are appropriated. Schools may be

closed for lack of funds, but AFDC and

Medicaid must continue.

In 1975 the General Assembly adop-

ted a closed-end budget law in welfare.

This act called for county budgets ap-

proved by the Division of Social Services

to be frozen annually at the total amount

of county resources estimated to be re-

quired for mandated programs. Over-

ages were to be made up from state

funds.

In the second year of closed-end bud-

geting, counties had trouble in finding

the procedures to follow in qualifying

for this program. Interest was high,

since the lingering effects of the 1974-75

recession were hitting welfare budgets

hard. Guilford County was flatly in-

formed, by a high-ranking Division offi-

cial, that it did not qualify for closed-

end budget funds, and Guilford's budget

was being o\erspent by se\eral hundred

thousand dollars. After much persist-

ence by the county and a change in per-

sonalities in the state office. Guilford

received over S350.000.

Other counties also went over their

budgets, and the state eventually had to

spend a million dollars to cover county

budget overruns. The experience killed

off any support at the state level for the

closed-end budget act. and over the pro-

tests of the counties, the 1977 General

-Assembly repealed the act and estab-

lished a loan-fund mechanism. Simply

put. this new legislation provides that

the loan fund will cover county budget

overruns until the next fiscal year, when
the county must repay the state. The
role played by the Di\ision in the ad-

ministration and demise of closed-end

budgeting has only served to reinforce

distrust of the state agency by county

officials.

Federal funding of county pro-

grams. In reflecting upon the county's

social services budget, one cannot help

but wonder what is left for the county

to do at its own discretion. The county

is not only forced by state law to partici-

pate heavily with its own resources in

public assistance but also persuaded to

add basic services or administrative pro-

grams. Since the county has so little to

say over its social services budget, the

local board of social services plays a

small role in financial matters, except in

general assistance. The county commits

much of its resources to fulfill the state

and federal requirements: therefore, it

is easily enticed to use what little is left

for programs that contribute even more
federal assistance— those, for example,

that bring as many as three federal dol-

lars for every dollar of county money.

Such a program is Title XX of the

Social Security Act. the main social

services program that provides funds

that counties can use in a number of

ways to assist low-income people. But.

as is usual with federal programs— par-

ticularly federal programs administered

by the state—guidelines are written

elsewhere, goals are established else-,

where and regulations are promulgated

elsewhere, so that the county's choices

in using these funds are greatly nar-

rowed.

Guilford County's experience in estab-

lishing a communications center for the

deaf under Title XX is an example of

the frustrations local officials feel in try-

ing to do something on their own. In

current social services programming,

concern for the deaf does not rate very

high. Apparently no one in Raleigh, or

Atlanta, or Washington had ever envi-

sioned a communications center for the

deaf— at least not the wav that a com-

10 /Popular Gnrernineiii



munity leader in Greensboro did.

Attempts to include the communica-

tions center in the county's Title XX
budget were delayed and frustrated

while the county's social services direc-

tor was repeatedly required to justify its

existence. Ultimately, the county com-

missioners grew weary of the effort

through social services channels and. in

a remarkable display of independent

will, directed that the program be funded

with 100 per cent county money directly

from the county manager's office. It is

not surprising that county commission-

ers often feel that social services is not

the vehicle for reaching county goals

and aspirations. Questionable program-

ming and budgeting practices result,

since what should be a social services

function is handled entirely apart from

the department and the county board of

social services.

Relationship between state

and county administration

Another aspect of state/county rela-

tionships in administering social services

programs is the way that state and county

agencies communicate. In North Caro-

lina, the administration of social services

programs is governed by a kind of "bu-

reaucratic overkill" because of a regula-

tion for practically everything an em-

ployee might need to do. Many changes

in these regulations occur daily and, be-

cause of the volume, are communicated

directly from the Division to the county

departments of social services, com-

pletely ignoring all county administra-

tive channels. Most of the changes are

insignificant, but major matters, which

may cost the county thousands of dollars,

are communicated in exactly the same

fashion. This places a burden on the

local director of social services to follow

through within the county administra-

tive apparatus to see that directives from

Raleigh are implemented. In matters in-

volving large budget changes, the county

social services director appears as the

state's representative at the courthouse.

Any frustrations that county administra-

tion, the board of county commissioners,

or the board of social services may feel

toward whatever the state is requesting

are often taken out on the director. This

situation can develop a "we/they" atti-

tude between county administration and

county social services.

A major friction point occurs between

the state and the county regarding the

way each carries forth its role in the

welfare system. North Carolina's system

is described in the General Statutes as a

state-supervised, county-administered

program. This means that the state

directs most of the action while the

counties actually perform the services.

While conceptually a clear-cut distinc-

tion can be made between supervision

and administration, the realities of who
finances what, and who decides who
finances what, are exceedingly complex

and lead to many disputes about mutual

responsibilities. Both the state and

county departments tend to be defen-

sive of their own tax resources. Thus,

when program changes are made or new
programs established, county depart-

ments—in a purely defensive reflex —
look suspiciously at how the state pro-

poses to assign costs. The way this works

can be very illuminating.

For example, some years ago social

services had a program called "attendant

care." This program was designed to

enable disabled and elderly people to

remain in their own homes and stay out

of nursing and boarding homes with help

from county-managed part-time home-
maker services. The program was op-

tional and was financed on a 50-50 state/

county basis. After the program had run

a few years, the state mandated that

attendant care programs be converted

to a similar program called "chore serv-

ices'—financed with federal funds. The
result was that the program was no
longer optional and was considerably

more expensive than attendant care

(financed 75 per cent by federal money
and 22.75 per cent by county) with little

state participation.

In another instance, the state changed

the Medicaid program for mental health

institutions. Medicaid costs for mental

health institutions were met from state

and federal revenues, but in an effort to

reduce its Medicaid costs, the state

changed the program so that the counties

paid a portion of the state's share of

these Medicaid costs. Counties even

found they were helping to amortize

state facilities.

Perhaps one cannot be too critical of

state administrators for protecting state

interests when their budgets are at stake.

For example, in 1976 the state share of

administering social services programs

was 15 per cent of the nonfederal share.

Explaining that it had a budget limitation

in 1977. the Division of Social Services

reduced the state share to 12 per cent,

leaving the counties to raise 88 per cent

of the nonfederal share. Such an arbi-

trary reduction based upon budget limi-

tations dictated by the General Assem-

bly is understandable, for such things

happen at the county level. Interestingly

enough, the state at the same time de-

voted some of its resources to catching

up on quality-control reviews. As a

result, in the fall of 1977 counties were

losing revenue on activities dating from

1969. The state's reasoning for taking

action in 1977 on work done by counties

in 1 969-70 is that there was not adequate

state staff at that time. The counties re-

plied that in 1969-70 they also had staff

shortages, and this led to the errors that

the state is now uncovering and charging

against the county budgets. The state has

been unresponsive to the plight of the

counties even though many county

officials have wondered out loud how
the state can have less money for aid to

counties on the one hand and more
money for discovering eight-year-old

errors in county administration on the

other. Are the eight-year-old reviews

funded in part by the reduction in aid to

counties?

Occasionally, the state does something

that seems to be purely punitive from

the local perspective. For example, in

one social services program a contract

that had been approved by the local

social services board, the county com-

missioners, the regional office, and the

State Social Services Commission was

undermined by a retroactive policy de-

veloped by the State Division of Social

Services that disallowed certain costs. In

effect, the county was left holding the

bag with a signed contract and no way to

pass on the cost for federal reimburse-

ment. The decision resulted in a total

loss of federal revenue, all at county

expense. Since no state funds were in-

volved in the matter, one must wonder
what inspired the Division to take such

a measure.

Conflict between program and
fiscal personnel. The problem seems

to be that the Division is divided into

two groups of employees: those with

programming responsibilities who advo-

cate and promote specific social serv-

ices programs, and fiscal people who
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are responsible for reimbursing counties

for costs of social services programs.

Guilford County Social Services Direc-

tor Wavne Metz feels that the county

administrators' dilemma results from the

inability of state program and state fiscal

people to talk to each other. This often

leads to the counties' suffering the con-

sequences when fiscal people refuse re-

imbursement for certain items, even

though the program people ha\e pre-

viously approved them. By their very-

nature, program people tend to be ad-

\ocates and are professionally moti-

\ated to see that the services under

their administration are e.xtended. .Ap-

parently they are not well schooled in

the details of cost-reimbursement ree-

Table 1

Guilford Countv Social Ser\ices Budget

Actual Expenditures for Fiscal Year 1976-77

Description of E.xpense

Cumu!aii\ e

Expenses Federal

General Administration

Policy and Program Development

Staff Development

Volunteer Coordinator

Benefit Payments .Administration

Services Administration

State Contracts

Title XX Day Care for Children

Title XX Day Care for Adults

Work Incentive Day Care

State Foster Home Care

.Aid to Families witli Dependent Cfiildren

Foster Care

Client Refunds

County Financial Assistance

Special .Assistance to Adults

Aid to Families with Dependent Children

Money Payments

Medical .Assistance

Special Projects — Countv Contracts

S 1.228.713

44.951

46.168

13.690

1.751.191

2.13S.'"04

41.536

1.614.848

56.914

78.899

538.293

253.488

115.988

661.029

910.973

".996.384

568.856

1.293.387

TOTAL SI 9.354.0 12

749.515

27.420

30.009

10.268

875.596

1.604.028

1.211.136

42.686

59.174

154.020

5.437.541

1.045.941

State

$11,247,334

i 71.879

2.630

2.424

513

131.339

80.201

201.856

7.114

19.725

215.400

39.272

455.487

1.402.248

Countv

S2.630.088

i 407.319

14.901

13.735

2.909

744.256

454.475

41.536

201.856

7.114

322.893

60.196

115.988

661.029

455.486

1.156.595

568.856

247.446

S5.4"6.590

Request for Fiscal Year 1978-79

Requested County

Budget Federal State Local

General .Administration 5 1.49-.536 $ 913.497 $ 52.563 S 531.476

Policy and Program Development 86.152 52.553 3.024 30.575

Staff Development 53,304 36,327 1,535 15,522

Volunteer Coordinator 16.276 9.928 571 5,777

Benefit Payments — Administration 1.989.204 994.602 89,514 905,088

Services Administration 3.025.869 2,232,139 64,728 729,002

State Contracts 49.529 49,529

Title XX Day Care for Children 1.451.607 1.088,705 181.451 181.451

Title XX Dav Care for Adults 75.000 56.250 9.375 9,375

Work Incentive Dav Care 82.740 74.466 8.274

State Foster Home Care 660.000 300.000 360,000

AFDC Foster Care 256.200 159.489 37.856 58.855

Client Refunds 97.000 97.000

County Financial Assistance 706.900 706.900

Special Assistance to .Adults 1.091.916 545.958 545,958

AFDC Money Payments 8.210.400 5,567,472 1.497,945 1.144,983

Medical Assistance 831.499 831.499

Special Projects — County Contracts 359.512 265.329 2.237 91.946

TOTAL S20.540.644 SI 1.450.677 $2,795,031 S6. 294.936

Source: Guilford Countv Manager's Office.

ulations. On the other hand, fiscal em-

ployees of state social ser\ ices are often

not brought into the development of

programs early enough to avoid cost dis-

allowances. In fairness to the Division,

local officials experience the dilemma

of being caught between program and

fiscal people in almost every federal pro-

gram, whether it is administered by the

state or not. This situation in North

Carolina may be accentuated because

welfare is so extensive in dollar volume

and because the fiscal operations of the

Division appear to be understaffed, par-

ticularly when compared with the pro-

gram contingent.

The lack of adequate staff in fiscal

operadons probably led to an unfortun-

ate situation several years ago. The

county attempted to develop an indirect

cost-allocation plan in order to recoup

federal funds for administrative costs. At

first, no one in the Division of Social

Services (then Department! knew about

the program, and the Division ruled that

it was not permissible in North Caro-

lina, Later, in an effort to show his in-

terest in the counties' fiscal welfare, a

Secretary of Human Resources "dis-

covered" the indirect-cost grant pro-

gram and notified all counties of its

a\'ailability. When Guilford County re-

submitted its plan I now a couple of years

old), the county had to answer a series

of questions from Raleigh, The state

then rejected the county's specific in-

direct-cost plan as being out-of-date,

forcing a costly update. Some cost re-

imbursements were not allowed retro-

actively, and the county lost thousands

of federal dollars through the state's

tardy response. It was easy to assume

that, despite the Secretary's statements

to the contrary, the Division was not

really interested in helping counties re-

ceive this federal largess.

The counties, by and large, carry the

financing costs of the social services

program— another source of irritation

between county and state over social

services administration. Since all public

assistance programs and social services

programs administered by the county

are on a reimbursement basis, the county

pays the bills, accumulates necessary

records, and files the paperwork for

these expenditures with the Division for

reimbursement. In recent years, the state

has greatly accelerated its reimburse-

ment of county expenses. However, the
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process inevitably causes counties to

borrow funds, in a sense, from other

revenues to finance the state and federal

shares of these expenditures as they

occur. In a budget as large as Guilford's,

the reimbursement procedures could

cause a loss of revenue because of the

lost opportunity to invest these funds.

For programs like Medicaid, however,

the state pays the vendors. In this case,

the state demands that the county's share

be delivered to the state in advance, de-

claring that the state cannot finance

county operations.

"Fair-share plan" for Title XX
funds. On a day-to-day basis, these

points of irritation that occur between

state and county administrations regard-

ing social services are almost common-
place. Aside from occasionally blowing

off steam, administrators at both levels

of government learn to live with the

situation and hope things will change.

Sometimes, however, the problems in-

tensify until local forces rally around

the courthouse and march upon Raleigh.

This actually happened when the State

of North Carolina announced its "fair-

share plan" for the use of Title XX
funds.

From Guilford County's point of view,

this fair-share plan was something of a

tragedy. The Title XX program incor-

porated several previous federal social

services programs that were offered on

essentially a first-come, first-served

basis. Title XX required the state to do

some planning for needs and also

brought to the Secretary of Human Re-

source's attention that over half of the

North Carolina Title XX money — ap-

proximately $60 million— was being re-

turned to the federal government. The

Secretary decided that the state should

not return any money to the federal

government and set about advertising

the fact that private social services

agencies could obtain three federal dol-

lars for every local dollar by using Title

XX mechanisms.

In explaining the specific contractual

devices that would be necessary for

nonprofit agencies to use Title XX
money, the state often referred to con-

tracts that had first been established in

Guilford County. At the time, Guilford

County was managing a program of over

$5 million a year supported by Title XX
and its predecessor grant program.

To insure the complete spend-down

of Title XX money, the Secretary of

Human Resources decided that the funds

should be divided among stale agencies

and counties in accordance with a spe-

cific formula, and the Division devel-

oped what was labeled a "fair-share"

formula for counties. To many counties,

their fair share came as something of a

shock, for they had in existence Title

XX programs involving amounts far ex-

ceeding their "fair share." Guilford's

"fair share, " for example, was slightly

over 51,800,000 to support its 55-million

program.

Meanwhile, Guilford's Department of

Social Services was literally swamped
with new applications from private agen-

cies for Title XX funds as a result of the

state's encouragement to these agencies

to apply for Title XX funding. Our local

social services board found itself in some-

thing of a squeeze. On one hand, local

pressure was high for more Title XX
programs and on the other hand the

state's fair-share formula indicated that

Title XX programs would have to be

cut by 64 per cent.

When the march on Raleigh took

place, the state-level response was not

particularly flattering to the good char-

acter and standing of Guilford County

and its employees. In fact, the Division

of Social Services had been placed in a

box, since it had guaranteed Title XX
funds to many jurisdictions that had

never before used the program. When
the state's entire Title XX allotment was

divided among state agencies and coun-

ties without respect to existing programs,

no funds were left to fall back on to insure

funding for programs already operating

in a handful of counties. In short, the

state found that it had robbed Peter to

pay Paul, advertised the fact, and thus

put Paul on notice that it might try to

reverse the process. The state's solution

to this predicament was to announce that

since the new programs could not be

started in a timely fashion , funds not used

by other counties would be reallocated

—on a periodic basis— to the counties

facing the reductions.

By using this reallocation system,

which is still going on, the state effec-

tively pushed the disbandment of many
county programs to the future, A side

effect of this procedure in county govern-

ment is its apparent conflict with the

Fiscal Control Act. Guilford either had

to budget revenues of dubious certainty

with respect to Title XX or disband pro-

grams, which the county is reluctant to

do. The unfortunate outcome of this is

the cloud of uncertainty that hangs over

all of the county's social services pro-

grams.

Interestingly enough, a large Title XX-

supported program likely to face a severe

cutback in Guilford County is chore

services, which has a direct relationship

to a reduction in Medicaid. In other

words, to the extent that Guilford

County maintains a chore services pro-

gram, Medicaid rolls are reduced. Since

the state funds none of the chore serv-

ices operation, but does provide most

nonfederal support of the Medicaid pro-

gram, a decreased chore service pro-

gram in Guilford County would shift

nonfederal welfare cost from the county

to the state. At the same time, the legis-

lature is trying to contain the cost of the

Medicaid program.

In many respects the Title XX experi-

ence reflects the entire welfare system.

Title XX was supposed to provide maxi-

mum local decision-making in social

services programming with a minimum

of federal regulations. Title XX re-

placed categorical programs that re-

stricted both services and who could

receive those services. These programs

were also greatly circumscribed by

federal regulations. Title XX, on the

other hand, was supposed to be some-

thing like a general revenue-sharing for

social services funding.

The earliest signs that something was

amiss with Title XX came when HEW
took so long in issuing regulations to

implement the act after Congress passed

the legislation. Many people felt that

minimum regulations should take mini-

mum time to develop. It seems that the

worst fears of local social services pro-

gram administrators have been realized

in what HEW has produced. From the

perspective of a North Carolina county,

the result has been to replace local de-

cision-making with state decision-making

and to increase the emphasis on report-

ing. Title XX required state needs to be

identified and a state plan to be de-

veloped. When the state turned its atten-

tion to strategies in using Title XX, it

reverted to practices common to its per-

ceived role in the whole social services

area, that is, as controlling agent. For

example, whereas the state fair-share de-

cision caused Guilford County to face
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having to reduce its chore services oper-

ation, the county suddenly found a local

mental health program being supported

with Title XX funds seemingly dropped

from the sky. The point here is not that

chore services is any more worthy than

mental health's drug-abuse prevention,

but rather that the decision to move

moneys from social services to mental

health was made in Raleigh. Neither the

county board of social services, nor the

county commissioners, nor the area

mental health board was involved in a

decision that diverted funds from one

county agency to another.

The shifting of decision-making in the

social services field has gone almost

unnoted. In fact, counties are so accus-

tomed to direction of their social serv-

ices program by the state that they find

it not a bit strange that any other situa-

tion should occur. In any case, the Title

XX experience has only reinforced the

attitude that there isn't much you can

do about it.

Need for state/county stability

in fiscal relationships

New state administrations consistent-

ly pledge that state/county relationships

will improve under the new order. In

the last three administrations, relation-

ships did indeed improve at first. In-

evitably, it seems that shrinking state

and county resources and rapidly ex-

panding welfare costs, combined with

pervasive power in the hands of the

state, do not result in a happy or equal

partnership. Therefore, when a new

leader of the Division of Social Services

savs that he will work with the counties,

county officials tend to interpret the

remark as if he were a carpenter saying

he works with a hammer.
There is no doubt that counties are

an agency for executing state policy.

Counties do object, however, to being a

tool for state officials to use in building

a welfare program. Jerry Elliott, writing

in the October 12. 1977, issue of North

Carolina County Lines, called for a co-

ordinated look at the whole state/county

fiscal relationships rather than the "put-

ting together of a diffused jigsaw puzzle

hurriedly under the last minute strains

of pending legislature adjournment."

As Elliott implies, it does seem — from

the courthouse perspective — that state

budgets are often balanced by last-

minute decisions on what the countv

share of various welfare programs will

be. Such a practice places strains on

state social services officials, who have

to estimate the effect of last-minute

budget changes and are forced to de-

fend "runaway" welfare programs. Little

wonder that these strains are passed on

to the counties. For their part, counties

tend to become recalcitrant toward what

they consider to be politically motivated

raids on county treasuries. Between the

political worlds of state and county

government are the social services offi-

cials—often in conflict with one another

out of loyalty to their respective em-

ployers, confounded by immense feder-

alized red tape, and working in what is

probably the most unpopular govern-

ment program of these times.

Obviously a stable and clear fiscal

relationship between the state and its

counties is needed. The local level is

particularly sensitive. Here property tax

rate-setting is an annual event and tax-

payers are afforded an opportunity to

express themselves directly to elected

officials. North Carolina needs what
Elliott refers to as an "orderly, logical,

singular and relatively simplified method
to determine appropriate amounts of

state-shared revenues." He seeks such a

system that would apply to a// state local

programs, not just welfare, that would
establish a pattern of sharing: the system

may vary by program, but it would en-

dure for years. Perhaps, if attention

could be diverted from the primary in-

stinct of fiscal survival, state and county

agencies could work more smoothly to-

gether toward common goals of improv-

ing services. Meanwhile, county officials

look with hope to President Carter's wel-

fare reform, not so much as an end to

the welfare mess but for fiscal relief.

Welfare reform, if it does occur, could

afford North Carolina the opportunity

to eliminate its own welfare mess and

move state/county relations on to a more

positive track. D
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Financing Social Services-

The State's Perspective

Barbara D. Matula

IN SOCIAL SERVICES the password is sharing. The

federal, state, and local governments are partners in a

system that shares authority, responsibility, and funds

— and should share credit and blame for the system's

successes and failures. This article will talk about the

state's place in this partnership and about the frustra-

tions that result from the overlapping layers of govern-

mental organization, legislation, and regulation.

The state's responsibility for caring for the poor is

spelled out in Article XI, Section 4 of the North Carolina

Constitution: "Beneficent provision for the poor, the

unfortunate, and the orphan is one of the first duties of

a civilized and a Christian State." This responsibihty

has been overshadowed in the last four decades by

sweeping federal social welfare programs intended to

offer uniform, equitable treatment and benefits for the

needy in the fifty states.

In North Carolina policies are developed at the state

level in an effort to assure that the social services pro-

gram is applied consistently among the 100 counties.

Services are delivered primarily at the county level in

the belief that decentralized delivery of services is most

responsive to the people's needs.

Between any two levels of this pyramid, something is

given and something is taken away. If we place the

federal government at the top with the state in the

middle and the counties at the bottom, we see, coming

through the state from the federal government, huge

sums of money— "federal" dollars. Along with these

dollars, we are deluged with programs, priorities,

policies, mandates, options, guidelines, regulations,

restrictions, incentives, sanctions, and the like. "Federal"

The author, who presents this personal view of the state's role in

financing social services, is a budget analyst in the North Carolina

Division of State Budget and Management.

dollars are given; certain freedoms to spend them as we

choose are taken away.

The state selects the federal programs it has deter-

mined to be in its best interests. In accepting the federal

dollars, it also accepts the federal restrictions accom-

panying these programs and in turn filters, interprets,

and explains these to county governments. The state

also adds its own programs and dollars to the federal

pot. For example, along with the federally assisted Aid

to Families with Dependent Children-Foster Care pro-

gram, the state and counties support, on a 50-50 basis, a

State Foster Home Fund to meet the needs of children

who are not eligible for the AFDC-FC program.

Counties, in turn, view "federal" and "state" dollars

as tied to infinite details and dictates. They complain

about burdensome reporting requirements, inadequate

funding formulas, and the relative inflexibility of both

the state and federal governments. The counties, closest

to the people served, deliver the programs and add a

few of their own, but not until "local" taxes are raised to

meet the county's share of the total cost.

Let us take a closer look at the funding sources.

Those "federal" dollars that are so attractive and tempt-

ing to the state and the counties are not currency printed

in another country, nor are they "free." For every dollar

North Carolinians send to Washington, one dollar is

returned.' Those are our dollars, which incidentally

have made a long and arduous journey. They return to

us wrapped in miles of red tape. Those equally attractive

"state" dollars are raised by taxing the county's own
residents and businesses. The final source, "local"

dollars, come from the same source as the federal and

state dollars. If we at each level of government could

keep this in mind, we might not be so quick to insist on

maximizing, even wasting, "other" tax sources in an

1. NalionalJoumal. no. 27 (July 2, 1977), 10.14.
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effort to safeguard our own. Instead, we are given to

insist that more federal dollars or more state dollars or

more county dollars will solve our financial problems,

whereas the solution may be a more efficient adminis-

tration of programs at all le\ els.

E\en HEW Secretary Califano has lamented the

mind-boggling mountains of detail, regulations, and

required paper work. HEW has undertaken to make

the rules and regulations understandable and to elimi-

nate the duplicati\e, contradictory, or unnecessary

regulations. The state and the counties should make a

similar effort.

It is unfortunately true that the federal-state-local

partnership lends itself to buck-passing and finger-point-

ing. Instead, we need a positive, constructive, coopera-

ti\e attitude, for we are all in the same business-

working for the same end and supported by the same

source of funds. For those who still are not convinced

that this partnership is worth sa\ing. consider only

briefly the alternatives:

( 1) Eliminate the middle man; by-pass the state and

let federal dollars and dictates flow directly to the

counties. HEW needs ten regional offices to work with

fifty state go\ernments. Regional office "interpreta-

tions" are not known for simplicity, or even consist-

ency, with policy set in Washington. What monster

would be created from a direct federal relationship

with over 3,000 county governments?

(2) Centralize administrative and service deli\ery at

either the state or federal level. Experience with federal

take-over of assistance programs, such as the Supple-

mental Security Program, has not yet proved to any-

one's satisfaction that centralization is either efficient

or responsive to local needs. Rather, the preferred

approach is to encourage local initiati\e along with

community-based services.

(3) Refuse federal money for social services. This

would eliminate meddlesome federal intervention but

also would chop off the massive federal support for

state and county social service programs. The programs

would have to be cut back or funded entirely with state

and local money. Moreo\'er. we would not be able to

keep at home the federal ta.x dollars that formerly

supported the programs. The U.S. government would

still collect the taxes that supplied these moneys and

would send the funds to other states. Of course we
could secede, but the Constitution forbids that.

The state budget-making process

and its ettect on social services

The state budget for social ser\ices is a plan for

spending that reflects the partnership discussed above.

It represents a fairly complete picture of federal, state,

and county commitments to funding maior efforts in

social services. Although the budget is officially certi-

fied for two years, it is flexible and can be re\ised to

meet changing needs throughout the year. Funding

decisions are not made in a state \acuum: they invohe

and affect all three partners, since the state social

ser\ices budget depends hea\ily on the a\ailability of

federal and local funds.

Each quarter the state submits to \N'ashington an

estimate of expenditures for income maintenance,

medical and food assistance, and all other social services

programs. This estimate is in essence a request for

federal funds, along with an assurance that sufficient

state and local funds are available for matching pur-

poses. If estimates are too low. or if those federal funds

are delayed, the state uncomfortably finds itself having

to advance state dollars to meet, temporarily, federal

obligations.

Until July 1, 1977. the state was also responsible for
_

funding local deficits in appro\ed county social services

budgets (closed-end county budgeting). This practice

came to an end when it became clear that the state,

with all its sophisticated forecasting techniques, could

not accurately predict those events and conditions that

could cause the counties to spend more than they first

projected. Holding the state liable for those projections

on a county-by-county basis proved to be costly, and

some people even wondered whether the counties might

deliberately underestimate their expenditures, making

the state hold the bag for more than its share of costs.

The 1977 General Assembly abandoned closed-end

budgeting and enacted legislation that allows counties

with approved social services budgets to borrow from a

state revolving fund to meet unanticipated needs.

Counties complain that program changes instituted

after their local budgets have been set play havoc with

their local budgets. Such complaints are justified when
the legislature is in session (biennially and. in recent

years, annually). Decisions reached by the General

Assembly may make far-reaching changes on local as

well as state and federal funding patterns. Futhermore,

throughout the year federal actions or judicial decisions

may place increased spending obligations on both state

and local governments.

Given these uncertainties, the state budget process

tries to gi\e a sense of direction and priority to planned

go\ernmental expenditures. This process begins long

before the legislature convenes. Departments are in-

structed on budget preparation as early as a year before

their requests will be presented to the General Assem-

bly. This allows the agencies time to consult with county

officials, but one ob\ious drawback to such a schedule

is that needs can change drastically in the rather long

interim. Regardless, each state division solicits requests
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for increased funding or program impro\ements under

its jurisdiction and lists them in order of need.

Information-gathering is critical at this stage of the

process. Whether a request can be documented may
determine its immediate fate. Inaccurate estimates of

need or of cost and the difficulty of measuring the

actual effects of programs on recipients are common
problems of social service programs. Yet these meas-

ures of need and of success are significant determinants

in the decision-making process. How well an organiza-

tion can justify its request in concrete terms may well

decide whether that request will survive the several

stages of budget recommendations. Each request for

funding is then weighed on its merits and weighed

against all other requests in the Division of Social

Services and in the Department of Human Resources as

a whole. As final arbiter, the Secretary of the Depart-

ment must say "no" to many worthwhile projects, as he

(now she) determines how resources best can be spent

throughout the Department to meet its goals and objec-

tives. The insatiable appetites of some programs are

legendary. Simply stated, these programs can (and

unless curbed, will) absorb all available dollars without

increasing their benefits significantly. Medicaid and Aid

to Families with Dependent Children (AFDC) are two

examples. In the final recommendations "mandatory"

items (those changes required by federal directive or

brought about by inflation or unpredictable downturns

in the economy) usually receive top priority not because

of their desirability but because of absolute necessity.

Showing that failure to fund certain items would result

in great losses of federal receipts for other items also

affects priority-listing.

Needless to say, the "squeaking wheel" is also greased

in this process. Vocal and powerful lobbies representing

strong community or provider interests demand and

often receive special attention in almost all phases of

the request and formulation cycles of the budget

process.

The products of all departmental efforts are then

forwarded to the State Budget Office for further review.

Obviously, not all requests can be funded. Because

the budget must be balanced, expenditures cannot

exceed available resources. Thus the amount expected

to be received in revenue dictates the overall maximum
amount that can be authorized for spending. The
Budget Office staff compiles estimates of expenditures

required for the ongoing, essential governmental func-

tions and obligations for the so-called "continuation"

budget, and any "surplus" over minimum basic needs is

set aside for the "expansion" budget.

The budget staff completes its review and the

Governor determines which proposals he will support.

The final budget package, as recommended by the

Governor and the Advisory Budget Commission, goes

to the General Assembly, which "dismantles" the pack-

age and considers each program in detail. To ensure

that no vital purposes have been overlooked, the

legislature invites supplemental budget requests from

all the departments, including Human Resources. These

requests may include proposals that were omitted from

the recommended budget or any new proposals that

have surfaced since the original package was prepared.

The problem of distributing relatively few dollars

among many worthwhile programs is compounded in

the legislative process by the influx of new spending

proposals that come during this supplemental cycle,

especially from local and special-interest groups.

How well a social services request may fare before

the General Assembly may be determined not by its

merits but by the atmosphere in which it is received and

the legislature's previous experience with similar efforts.

Unfortunately, sensational press coverage of relatively

isolated cases of fraud and abuse erodes public confi-

dence and support for public welfare programs. Like-

wise, the benefits of such programs are often intangible

and difficult to measure or prove. Because the program

costs are usually great and always growing, legislators

are wary of expanding benefits. On the other hand, the

legislative committees that make budget recommenda-
tions frequently find that it is easier to say "maybe"

than to say "no." So it often follows that their recom-

mendations to the leadership contain additional re-

quests with few, if any, deletions or reductions from the

original package. Meanwhile, other legislators are busy

introducing bills that may also create significant new
spending obligations on the state and the counties.

In the closing days of the legislature, after all

interested parties have had a chance to be heard, a

special subcommittee representing both houses of the

General Assembly is left to balance the swollen package

of recommended expenditures with a much more pre-

cise estimate of revenues than was available earlier in

the year. Eventually it presents a balanced budget to

the General Assembly and, while no one is ever com-

pletely satisfied with the results, the state has a new
spending authorization for the next two years.

Funding AFDC: an example

The problems in funding AFDC and in particular

meeting mandatory cost increases at the expense of

program improvements in AFDC illustrate the pressures

and issues that confront decision-makers who wrestle

with social services financing in the state budget

process.

In North Carolina federal funds provide 67.81 per

cent of AFDC payments. This percentage is based on

the state's per capita income and is revised every two
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years. The remaining cost is split equally between the

state and the counties.

Except for certain cases in\ol\ing disability, only

single-parent families are eligible for AFDC in North

Carolina. This decision pro\ides little incentive for the

low-income family to remain intact. E\en if a father is

unemployed or his income is too low to support his

family, the family is ineligible for assistance. His "dis-

appearance" or desertion remo\es that obstacle, but

the mother must agree to cooperate in locating him

through the Child Support Enforcement Program (IV-

D) if her children are to participate in AFDC.
If the mother is employed before she applies for

assistance, she can expect to have her wages— howe\er

marginal or erratic— directly reduce the amount she

receives. But if she becomes unemployed before she

applies and then is placed in employment through the

Work Incentive Program (WINl, she can keep part of

those wages and does not have her assistance reduced

dollar for dollar.

Governments almost routinely grant cost-of-living

increases to service providers, to employees, and e\en

to utility companies (in the form of rate increases), but

the AFDC family in North Carolina is still living on a

fixed monthly income level that was determined to be

"adequate" in February 1970. Opponents of increases

argue that revised food stamp allotments, broadened

medical coverage, day care, and a multitude of services

available at little or no cost through Title XX augment

the monthly income sufficiently to offset the rise in the

cost of living. In the face of fuel and utility increases

amounting to over 30 per cent, probably the only ele-

ment of a fixed income available to "give" is the food

budget; thus any increases in the food-buying dollar

intended to improve nutrition and possibly avoid costly

medical care go instead to pay fuel or utility bills.

Contradictions and dilemmas like these are well

known, and as the state and local governments review

plans for spending, invariably requests are made to

correct such situations, to increase eligibility or levels

of support, or to expand the scope of the programs.

Unfortunately, "mandatory" items too often consume

all available dollars, leaving little for "optional" program

improvements. Recent examples of such mandatory

cost increases arise from (1) the decreased level of

federal support for ongoing programs and (2) the in-

creased number of persons eligible for AFDC. The
federal go\ernment revises its formula for sharing in

AFDC assistance payments according to the state's

ranking in per capita income. Any improvement in the

state's ranking results in a decrease in the federal share.

The latest revision for 1977-79 lowered the federal con-

tribution from 68.03 per cent to 67.81 per cent. State

funds that might ha\e been allocated to program im-

provements were instead needed to replace federal dol-

lars. Likewise, every increase in the minimum wage
benefits those who are employed, but it may keep

employers from hiring those who have little training or

education. Conseqiiently, the number of persons eligi-

ble for AFDC increases even without a broadening of

eligibility requirements, and this continued growth

requires the state to budget larger amounts that might

otherwise be used for program improvements.

Finally, it falsely appears that the a\erage monthly

AFDC payments are increasing, which relieves the

pressure to make a cost-of-living increase in AFDC pay-

ments. This illusion is created by dividing the total

amount paid out each month in AFDC benefits by the

average number of recipients (each member of an

AFDC family is considered one recipient). This cal-

culation yields the AFDC payment in North Carolina.

But checks are made out to the family; the budgets are

based on families' needs, and they recognize obvious

economies of scale. Therefore, while it is family size

that determines the amount of the payment, a monthly

payment of S200 for a family of four is not reduced pro-

portionately to S150 for a family of three; instead a

family of three may receive up to S183 per month. As
the AFDC family size continues downward, as it is

doing, the average payment per family (and therefore,

per recipient) appears to be larger.

With almost 200,000 persons eligible for AFDC main-

tenance each month in North Carolina, it is obvious

that sizable increases in funding would be necessary to

effect significant program improvements. But nearly all

available funding gets absorbed by mandatory cost

items. Besides, increases to improve AFDC require

strong public support— an element lacking in most

welfare programs. With public confidence in such

programs low, it is difficult for state-level elected or

appointed officials to allocate money from the state

budget for welfare improvements.

Conclusion

Deciding on the budget for social services programs

is a cumbersome, complex process that involves many
participants and by its nature fully satisfies no one. The
process and its result are frustrating to county officials,

who are on the end of the line and probably ha\e the

least to say about the programs they must implement.

State officials, caught in the middle, are forced to

respond to e\er changing federal requirements and re-

strictions to bear the brunt of local complaints and

criticism— man}- of which are justified— about the pro-

grams. And federal officials, although I should not

speak for them, seek broad national goals to reduce

poverty or relieve its harsher effects but are frustrated

(continued on p. 5//
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Welfare Reform: The Carter Proposal

John M. Syria

PERHAPS NO DOMESTIC ISSUE of the last forty

years has presented a greater problem to the American

public than the nation's welfare effort. Beginning with

the Social Security Act in 1935, federal moneys have

been allocated to the states to use in assisting the aged,

the blind, the disabled, dependent children, and other

categories of people who need help. Over the years the

welfare system has been tinkered with and new pro-

grams added.

Still, despite these forty years of effort, the existing

welfare system clearly is not satisfactory to a great many
people. Some contend that the allotments for public

assistance are not nearly enough; others say that they

are vastly too much, that the burden of supporting

welfare falls too heavily on certain geographic areas,

and that there are too many "free-loaders" on welfare.

Americans find themselves in a philosophical and

historical dilemma. Most of us want to help the needy.

On the other hand, our "work ethic" emphasizes the

duty to work and to be independent; the poor are con-

sidered by some to be merely victims of their own shift-

lessness. This moral dilemma is reflected in how we
deal with the poor and administer our programs to help

them. Also, our heritage of English law and govern-

ment has taught us that caring for the poor is a local

responsibility (a philosophy now reflected in North

The author is Assistant Director for Programs and Policies in the

State Division of Social Services, North Carolina Department of

Human Resources.

For more detailed information, see the text of President Carter's

proposal to overhaul the welfare system as it appeared on page 40 of

the New York Times on August 7, 1977. See also. Bernice L. Bern-

stein, Welfare Reform— Final National Summary Report on Regional

Outreach (Washington, D.C.: Department of Health, Education, and
Welfare, April 15, 1977); Income Security System— Purposes. Cri-

teria, and Choices. Briefing Paper No. 2. Welfare Reform Analysis

(Department of Health. Education, and Welfare, n.p.. n.d.); Better

Job and Income Act. H.R. 9030— A Summary and Sectional E.fplana-

tion (Washington. D.C: Department of Health. Eiducation, and Wel-

fare, September 13, 1977).

Carolina by the county-administered assistance and

social services programs).

Apparently we will always need some system for ex-

tending help to the poor. As population increases and

society becomes more industrialized and urbanized, the

opportunities for jobs may increase but so also do
opportunities for dislocation, with resulting loss of jobs

and poverty. Furthermore, the more technical the

society, the more skills are needed to fill the jobs of that

society. Skilled workers find jobs, while the unskilled

find a tighter labor market, which adds to their de-

pendence on government assistance. Also, we have

more old people, many of whom will need help after

they stop working. And finally, continued inflation cuts

into whatever purchasing power the poor may have.

Employees of all agencies that administer income

assistance and employment programs have complained

for years about the complexity of the rules and regula-

tions governing the programs. The public is appalled at

the amount of government "red tape" but simultaneous-

ly complains about cheating, fraud, and abuse in the

programs. Congress and state legislatures often respond

by passing laws designed to eliminate fraud and abuse

— which results in further rules and regulations, more

red tape, and tighter control measures, and the head-

ache gets worse. On the other hand, when "guaranteed

annual income" or "family allowance" programs (in

which benefits would be paid on the basis of citizens"

rights to governmental support without regard to need,

thus eliminating the complex administration of the

program) are suggested, most people strongly oppose

them because they violate the work ethic and because

they would cost so much.

According to public opinion polls, Americans want

to help the poor by providing aid to children and food

for the poor and by financing health care needs of the

poor. At the same time, they feel that the current

"welfare system" is not meeting these needs efficiently
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or effectively. In May 1977 the Department of Health.

Education, and Welfare (HEW) conducted a series of

hearings on welfare reform throughout the nation. The

hearings revealed strong support for:

— An adequate assistance level, with establishment

of a national minimum income.

— Easily understandable and uniform eligibility rules.

— Meaningful jobs for aid recipients.

— A system based on the principle that everyone

should earn what he receives.

— Assistance to families on the basis of need, without

regard to whether both parents are present.

— End to the fragmentation that "shuffles people from

program to program and worker to worker."

— Elimination of practices that are punitive or de-

meaning.

—A system that can be administered with integrity,

efficiency, and compassion.

A program of aid to the poor should accomplish

several purposes. It should assure basic income and

protect against catastrophic expenses and interrupted

earnings. In doing so, it not only reflects our concern

for people and equality of opportunity and results but

also works for social stability. Even those strongly

opposed to "government hand-outs" admit that aid to

the poor is necessary to avoid social unrest.

Any aid system should focus on low-income persons,

be adequate and fair, provide incentives to work and

save, enhance employability and self-image, promote

family stability, encourage private charity, provide for

compassionate treatment of recipients and administra-

tive efficiency, permit adequate control, and be clear

and simple.

With this background in mind, last fall President Car-

ter, having promised welfare reform in his election cam-

paign, offered his proposal for transforming the way the

federal government deals with the income needs of the

poor. This proposal, developed by HEW, has two parts

— the Jobs Program and the Cash Maintenance (in-

come) Program. It was introduced into the Congress on

September 12. 1977, as the Better Jobs and Income Act

(HR9030).

IN ESSENCE, the legislation would:

— Create up to 1.4 million public service jobs for the

primary earner in families with children. This part of

the proposal should serve up to 2.5 million people on a

temporary basis during any year. Its intent is to provide

income through jobs and wages.

— Consolidate the three current major income assist-

ance programs— Aid to Families with Dependent Chil-

dren (.^FDC). Supplemental Security Income (SSI), and

food stamps— into a single system with simpler, uniform

rules.

— Permit families headed by two parents to receive

income supplements if the husband earns too little to

support the family. Low-income fathers would no longer

ha\e to leave their families to make them eligible for

help.

— Provide a basic federal benefit floor for all persons.

This provision substantially increases income support

in some states. In higher-benefit states, the states would

be encouraged to supplement the basic federal mini-

mum to maintain income support at present levels.

— Provide for a three-year transition period after the

new rules go into effect. In this period the federal

government will help states maintain benefits to parti-

cular recipients of current programs. During the first

year, states would be required to keep up a good part of

their present effort in supporting programs for low-

income people.

— Provide for a three-year preparatory period before

the new rules go into effect, during which a centralized

computer system would be constructed. States, at their

option, could receive and process applications for the

new consolidated program (90 per cent of this cost paid

by federal funds). The federal government would figure

benefits and make payments in an attempt to reduce

fraud and error.

— Expand the current Earned Income Tax Credit

(EITC, a 10 per cent federal tax credit on annual

earnings under S4,000) for workers in private-sector

and regular public-sector jobs as a supplement to the

income of low-wage earners and as an incentive to main-

tain their work effort. This EITC supplement would

not apply to the new specially created public-sector

jobs, so that private employment would be more de-

sirable than special public employment.
— In all, state and local governments should save

about S2.1 billion, the precise amount depending on

state actions that are difficult to predict. No state would

save less than 10 per cent of the current cost.

SPECIFICALLY, the /o^.s aspect of the proposed legis-

lation (the Jobs Program) would be administered by

CETA (Comprehensive Employment and Training Act)

and state employment services officials. The program

would be open to both two-parent and single-parent

families with children. Private-sector jobs would be

emphasized at first, and the earned tax credit would be

only for workers in private jobs and regular public-

sector jobs— not for specially created public service

jobs. This provision would encourage people to seek

jobs in the private sector. The Work Incentive (WIN)

program for AFDC recipients would be absorbed by

the new Jobs Program.

In the proposal's income aspects ( the Cash Assistance

Program), the cash benefits for those not expected to

work would be as follows: Cash benefits for aged, blind,

and disabled persons without other income are set at
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$2,500 for single people and $3,750 for a couple. This is

about what many SSI recipients now receive from the

federal government, including the bonus value of their

food stamps. Single parents in families in which the

youngest child is under seven also would not be ex-

pected to work, although they would be eligible for the

public service jobs. The basic federal cash benefit for

such families without other income would be $1,900 for

the head of household, $1,100 for the first child, and

$600 for each additional child. The total amounts to

about 65 per cent of the poverty threshold, or $4,200

for a family of four— a substantial increase in income

for present AFDC recipients in twelve states. Moreover,

actual payments will be higher in the many states that

supplement the basic federal benefits. When persons in

families that would not be required to work do take

jobs, their cash benefits would be reduced by not more

than 50 cents for each dollar earned under the basic

federal programs (and not more than 70 cents in states

that supplement benefit levels).

The cash benefits for those who would not be ex-

pected to work would be as follows: Those "expected

to work" would be one parent in two-parent families,

the parent in single-parent families with children of

school age and above (when the children are seven

through 13, only part-time work is expected), childless

couples, and single people. The nonworking spouse and

and the children in two-parent families would annually

receive $1,100 and $600 each, respectively, as the basic

federal benefit (benefits would be paid for a maximum
of seven family members), while the adult expected to

work would receive nothing for eight weeks while he

searched for a job and nothing thereafter if he or she

refused work. If he could not find a job, a job would be

created at the minimum wage, and the family's income

would be augmented with cash. The worker in such a

family could keep all of the first $3,800 that he earned.

Above that level, cash payments would be reduced by

50 cents for each dollar earned under the federal pro-

gram (and not more than 52 cents in states that supple-

ment). For a family of four under the basic federal

program, this would mean that federal payments would

end when total income reached $8,400 (higher in states

that supplement). If no job could be found or created

for a worker, after eight weeks the family would receive

an annual $1,900 cash benefit in addition to the cash

assistance to the nonworking spouse and the children,

bringing the family's annual benefit to $4,200— the

same as that paid to a family of four in which no work

was required. For single-parent families with all children

over 14, the benefits would be the same as those for

two-parent families. In single-parent families with the

youngest child aged seven through 13 years, the parent

would be expected to work at least part-time while the

children are in school, and a part-time job would be

provided. For childless couples and single people, a

basic benefit of $1,100 per adult would be paid and

would continue thereafter if he could not find a job. It

would be cut off if the person refused a job at the

minimum wage. Benefits would be reduced by 50 cents

for each dollar of earnings, beginning with the first

dollar earned.

States would be permitted to supplement the federal

benefit. If a state supplemented this basic amount,

the federal government would again participate by

contributing 75 per cent of the state supplementary

payment between $4,200 and $4,700 and 25 per cent

from $4,700 to the poverty threshold.

THE HEW PROPOSAL has many other new features.

For example, the unit eligible to apply would be the

nuclear family. The period for counting income to

determine eligibility would be the six months before

application is made; now income is estimated over the

one- to three-month period after application. Also, peo-

ple with jobs would be required to report each month.

Expenses of child care up to $150 monthly to a maxi-

mum of $300 monthly would be deductible from income

taxes. A means test would allow an applicant $500 in

liquid assets, to own a car of reasonable value, and to

own the house in which he lives. Beyond the $500 liquid

assets, 15 per cent of nonbusiness assets up to $5,000

and 10 per cent of business assets would be excluded

from countable income.

The bill also provides for emergency needs. This

program would provide $600 million to states to cover

emergency assistance needs that are essentially left to

the states to define. Presumably the moneys would be

used to cover those crisis needs of families or individuals

that could not be accommodated by the new system.

Most North Carolina counties now have general assist-

ance programs for such purposes; these programs are

totally funded by the county. Under the HEW proposal.

North Carolina would receive $4.7 million for this pur-

pose. No state or local match funds would be required.

The states would have the option (subject to federal

policies and rules) of processing applications for the

cash assistance program.

Federal moneys would support 90 per cent of the

total "welfare reform" package. Federal funds now
cover 50 per cent of North Carolina's administrative

costs for welfare. In the proposed system the federal

government would figure the payment and issue checks

through a centralized computer system.

Criteria for Medicaid eligibility would be the same as

those under present federal and state regulations. Medi-

caid rolls would not, therefore, automatically expand.

This fact allows the Carter Administration to submit a

national health insurance proposal to Congress in the

Summer 1978 / 21



next few months without disrupting the current Medi-

caid program.

SOME RESULTS of the HEW proposal can be figured

numerically. Others are conjectural.

The proposal would establish certain nationwide min-

imum benefit le\els that could increase the income of

some poor people. For example, in North Carolina the

current annual benefit level for an AFDC family of four

is S2.400 plus 51,454 in net bonus food stamps, for a

total annual income of 53,854. compared with the pro-

posed 54.200 annual federal benefit le\el. Single adults,

childless couples, and two-parent families (if the wage

earner's income cannot support the family) would also

be eligible for the first time. As a result of these changes,

an estimated 350,000 more recipients would receive

benefits in North Carolina, and about 5400,000,000

more federal dollars would come into the state.

After 1983-84 the federal funds would provide 90 per

cent of all the program costs. Now federal funds cover

all food stamp benefits and SSI payments and about 68

per cent of AFDC benefit costs. In essence, then, the

federal government would pay a larger share of the

costs of maintaining the income of the poor.

The Carter proposal emphasizes finding jobs in the

private sector and creating jobs in public service. It also

contains incentives for most recipients of cash assist-

ance to work. We may wonder whether there will be

enough appropriate jobs in either the private or public

sector.

Program costs might be lower in the first years. Just

how much lower is hard to figure because the legisla-

tion is so complex and because this program might

affect the costs of related programs: it might be that the

cost to states and counties would increase because of a

greater demand for other social services like day care

and counseling services and for more vocational reha-

bilitation and health and mental health services needed

to meet the program's job objectives. Federal funds for

these types of programs are limited. Also, some of the

program's provisions would require more local general

assistance to cover gaps in the program resulting from

the facts that (a) needs would be determined on the

basis of the six months before the application is filed

(thereby increasing by three months the time until the

applicant could receive federal cash assistance! and

(b) the adult expected to work would have to search for

a job for eight weeks before he could be given a special-

ly created job or cash assistance. Furthermore, the

emergency needs program as it now exists appears to

be underfunded.

Employment patterns in certain localities would be

affected in an undetermined way by the increased num-

ber of public service jobs and the application of the

federal minimum wage to these jobs.

The states would continue to be invohed in adminis-

tering an eligibility program whether or not they elect-

ed to process applications under the reform proposal.

Either way. they would still administer the Medicaid

program within the boundaries, at least until a national

health insurance program is enacted.

There is some question about the computer capability

at the federal level to do the job adequately. The dif-

ficulties with implementing SSI in 1974 suggest that the

federal computer expertise may be inadequate for the

job required in the proposed reform.

The role of state and local governments would be

changed under this proposal— greatly strengthened in

the Jobs Program and lessened in the Cash Assistance

part of the program. But close coordination at all levels

of government between Cash Assistance agencies and

Jobs Program agencies would still be essential. The
complex relationships among agencies required in the

current WIN program for AFDC recipients took sever-

al years to develop.

The Fair Hearing and Appeal process would have to

be carefully studied to assure that it would safeguard

the rights of welfare clients.

THE PRESIDENT'S PROPOSAL appears to achieve

some desirable goals referred to earlier in this article,

but it is still complex and hard to administer. It retains

the means test, emphasizes jobs, preserves family units,

retains the local and state option to participate in ad-

ministration, and still involves the state in supporting

the program. The proposal reflects our society's values,

philosophies, and traditions in meeting the needs of the

poor as well as the contradictions that are inherent in

them. The question is whether this proposal is a sub-

stantial improvement over the current system. Any real

reform will cost more, and that should come as no

surprise. It is doubtful that the public will accept a

system that sways too far from our basic values of

"work" and help to only the "deserving" or "truly needy"

poor. Consequently, any welfare reform will probably

rest on these values and the extent, in Congress's view,

to which the taxpayers are willing to fund the expansion.

The proposal will not have an easy time in Congress.

Concern has already surfaced there about the program's

cost and the increased number of beneficiaries. Special-

interest groups will speak out. For example, the AFL-

CIO apparently opposes the elimination of the food

stamp program. However, the National Association of

County Commissioners has supported the President's

proposal. Many are concerned that welfare costs to

states and counties will still be too high. Others feel the

benefit levels and the number of jobs available under

the program are both too low.
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Planning and Title XX Requirements

Robert M. Moroney

PLANNING IS STILL A TAINTED WORD to some

people. Even today the term is associated with control

mechanisms used by socialist governments. But for-

malized planning has a long and honorable history,

beginning with the scientific movement of the nine-

teenth century. Gradually it has moved from its confines

in industrial management and urban planning into most

sectors of governmental activity. This article will ex-

amine the requirement in Title XX of the Social

Security Act that social service activity at both the state

and local levels be planned.

Over forty years ago the national government began

a process that set in place a commitment to human
services planning. Faced with the crisis of the Depres-

sion, the government launched a series of impressive

social programs that included the Federal Emergency

Relief Administration (FERA). the Civilian Conserva-

tion Corps (CCC), the Public Works Administration

(PWA), and the Civil Works Administration (CWA).

To show the scale of the commitment, this last program

alone in two months put over 4,000.000 people to work

and within six months started 400.000 projects, built or

repaired 500.000 miles of roads, built or improved

40,000 schools, and established 500 new airports. While

planning for human services started in the 1930s, it has

only been in the last fifteen years— after the thaw in the

Cold War— that planning as a formally recognized

process has become respectable. With the passage of

the Title XX legislation in 1975. state and local govern-

ments are required to develop planning processes to

meet social services needs if they wish to receive federal

funds. It needs to be emphasized, however, that the

recent impetus for social planning has come, in large

part, from elected officials and citizens who seem to be

more concerned with efficiency and economy than with

The author is a professor in the Department of City and Regional

Planning at the University of North Carolina Chapel Hill

rehabilitating clients, finding jobs for people, improving

people's health, etc. While no one can or should argue

against efficiency, it is limiting to think of planning as

useful only in periods of economic retrenchment. Plan-

ning can be more than reactive. It can recommend

strategies in times of growth and stability.

Definition of planning

While people disagree on what planning is or should

be. they have generally agreed with certain basic princi-

ples. Planning addresses two kinds of questions. What

is the purpose of our organization; what are we trying

to accomplish? The second follows: What is the best

way to achieve these objectives? Planning is not a single

discrete activity; rather it is a process that attempts to

prepare decisions for action. As a process, planning is a

continuous activity and requires resources in order to

be sustained. It is ongoing and cannot be viewed as the

"once a year" time when a document is written. The

document may be a "plan," but it is not planning. Nearly

all definitions recognize that planning is directed toward

the future. This is perhaps the most important charac-

teristic of planning, since it introduces the notion of

prediction. Finally, the planning process cannot operate

unless it is directed to more or less defined goals and

objectives. This does not mean that planning begins

with clearly defined objectives. In most cases the first

phase of planning consists of formulating operational

objectives on the basis of ambiguous goals that evolve

from the political process. Planning tries to reduce un-

certainty and brings a rational perspective to decision-

making. It introduces analysis and information into the

political environment. In our society and probably any

other, planning does not replace the political process.

Rather, it injects a rational style into the political

environment.
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Types of planning

There are two distinct but interdependent types of

planning— strategic planning and management plan-

ning. Stmtegic planning is the process of deciding on

the organization's objectives, on changes in these objec-

tives, on the resources for attaining them, and on the

policies for acquiring, using, and disposing of these

resources. The Planning Regulations (Sections 228.20

through 228.35) in Title XX of the Social Security Act

require each state to prepare a Comprehensive Annual

Services Program Plan that states program goals and

objectives, target populations, services to be provided,

organizational structure, and the planning process to be

used. In this context, strategic planning is concerned

v\ith ( 1 ) developing and completing the annual plan: (2)

deciding what ser\ices the agency will provide by the

various means a\ailable to it; (3) formulating criteria

for deciding what services will be delivered to which

specific population groups and to what geographic

areas; (4) deciding what information is needed to moni-

tor and evaluate programs, how it will be gathered, and

how it will be used.

Maiiagenwin planning is the process by which plan-

ners assure that the resources, once obtained, are used

efficiently and effectively to reach the organization's

objectix es. It is concerned with 1 1 1 de\eloping operating

rules for public agencies— that is. the regulations that

deal with eligibility for services, receipt and use of Title

XX funds, and so on; (2) developing guidelines for

public and pri\ate agencies interested in providing

services under contract to the Title XX agency; and (3l

designing and operating service delivery programs.

Strategic and management planning traditionally

have been separated in social services. For almost forty

years the federal government has set the objectives and

established priorities for social services. Strategic plan-

ning, carried out at this level, was controlled through

categorical funding, and the states were required to

accept federal objectives and priorities and to establish

a machinery for carrying them out. There was, and still

is. a powerful rationale for this— namely, to achieve

national standards for social services. Even if a state

objected to the federal objectives and priorities, it had

little recourse; it had to provide the services if it wanted

federal money. But starting about ten years ago. the

states began objecting to this management task. They
wanted greater opportunity to set objectives for social

services, contending that only the states were sensitive

enough to their own needs and capable of establishing

priorities. As a result, they asked for federal block grants

rather than categorical grants for social services fund-

ing. When federal policy did shift, state and local re-

action was mixed. The states had to plan strategically,

and they had little experience to fall back on. The

freedom through the block grants proved to be a two-

edged sword, in that the freedom brought new respon-

sibilities. While this has happened in many areas, it is

now arising in the context of Title XX. States that had

not been responsible for strategic planning in the field

of social services now must establish objectives and

develop a policy framework.

Comprehensive v. rational planning

Comprehensive planning and rational planning are

often used interchangeably, yet they are quite different.

Many people speak of Title XX planning as compre-

hensive planning, and yet technically it is not nor can it

be. Comprehensive planning is concerned with deliber-

ately altering institutions to achieve a predetermined

end. It begins with the premise that these institutions

are interdependent and must be viewed as a whole. In

the last two decades, the confidence that the problems

of social well-being can be coped with systematically

led to many public efforts committed to "comprehen-

sive planning." The Community Mental Health Act was

the first and possibly the most successful of these efforts.

This and other programs that were based on compre-

hensive planning were expressions of confidence in

society's ability to manage social problems.

But comprehensive planning, because of its encom-

passing span and its reliance on authority, is now viewed

by many as impossible in the American context. Some
of the specific reasons include: ( 1 ) comprehensive plan-

ning requires agreement on goals and values when in

fact this integration or aggregation into a single hier-

archy is unlikely to be realized; (2) most organizations

engaged in planning are dependent on external forces

that they cannot control; (3) planners have only frag-

mentary knowledge about the problems they deal with:

(4) comprehensive planning assumes a capacity for cen-

tral coordination that rarely exists; and (5) compre-

hensive planning assumes that there is one "best solu-

tion" when in fact this is rarely the case. These, then,

are some stumbling blocks for comprehensive planning

efforts.

Rational planning is different from comprehensive

planning. While comprehensive planning has a founda-

tion in a rational process, not all rational planning is

comprehensive. Rational planning tries to introduce

methods and techniques to problem-solving and deci-

sion-making, to reduce uncertainty, and to bring logic

and a scientific 'approach to political decision-making.

Title XX explicitly requires a rational planning proc-

ess. It speaks of introducing a framework to the plan-

ning of social services and providing decision-makers

with information and suueestions that thev can act on.
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The focus of planning:

social services or social need

In the context of planning for social services, we

must distinguish between two kinds of planning— plan-

ning for ser\ices and planning to meet social need.

"Planning for services" has been the traditional

approach. The existing network of social ser\ices—

e.g., social workers, case aides, homemakers. thera-

pists, day care places, nursing home beds, foster homes,

etc. — becomes the starting point for analysis. But these

services tend to get set in concrete. The unintended

emphasis is on organizational survival. The cart is put

before the horse: Rather than first establish what the

organization's purpose is (that is. What is the client's

need and what services, perhaps new, can the organiza-

tion set out to provide?), administrators structure their

agencies in such a way that the organization's purpose

is often defined as the sum total of the services it can

now provide. Staff tend to see an old person, for exam-

ple, as a "nursing home case" or a "homemaker case."

A mentally retarded person is a "special education

case," a "community home case," and so on. This label-

ing begins when the agency first sees a prospective

client and continues as long as it deals with him or her.

Needs are often translated into what a particular agency

currently has to offer. For any number of reasons,

services that were introduced as one way to help people

with a particular need quickly become the only way to

fill that need. Services that were seen as potentially of

benefit become solutions whose benefit is rarely ques-

tioned. The universal tendency, within this perspective,

is to overemphasize the management aspect of planning

— the efficiency of the system. Rarely are the purposes

of these services examined or their value questioned.

Title XX is therefore a major break from the past. It

focuses clearly on the needs of individuals, families,

and groups, and the difference between the two ap-

proaches is fundamental. The Title XX Planning Regu-

lations speak of potential target populations, "popula-

tions at risk." populations who are eligible for some

form of support. The task has become one of translating

their need into services rather than fitting their need

into existing services. Accomplishing the goals of Title

XX means that the services and the way they have been

organized must be re-evaluated. Professionals will have

to think about services that can be adapted to fit need

(strategic planning).

The required planning process

solutions to the problem from which one lor several)

can be chosen: (4) selecting and carrying out a particu-

lar course of action (program): (5i monitoring and

e\aluating the program and feedback. These are the

elements of rational planning, and these are the activi-

ties required by the Title XX Planning Regulations.

But the Regulations are ambiguous, leading to prob-

lems in implementing the required system. First, the

planning process as defined (Section 228.32) lists the

following activities: assessing need, making a resource

inventory, setting priorities, setting glials and objec-

tives, and selecting a specific program from possible

alternatives. But needs-assessment is only recommend-

ed as an activity, and states are not to be penalized for

bypassing it. While most states have attempted the

assessment, it is quite possible that as resources gradual-

ly become tighter, this step will be de-emphasized. If

this happens, the major planning innovation- the shift

to strategic planning and the emphasis on meeting social

needs by focusing on at-risk populations— will be gone.

Instead, the states will gradually revert to the more tra-

ditional management planning approach that is based

on how efficiently present services can be administered.

The services will become even more impervious to

change. Another problem is that the Regulations discuss

evaluation not as a part of the planning process but as a

distinct organizational activity. This separation has seri-

ous implications, and the issue is more than semantic.

Planning, as we saw earlier, is a continuous process that

requires feedback. Evaluation and monitoring provide

this. If evaluation is viewed as separate from planning,

either organizationally or functionally, the purposes of

planning will be hindered.

This ambiguity has produced a number of problems

over the past two years. States have, with varying de-

grees of success, geared up to carry out the required

tasks, but their efforts have been fragmented. Some
staff have been given responsibility for assessing needs,

others for formulating goals and objectives, others for

setting priorities, and still others for monitoring and

evaluation. While each group may be technically com-

petent, these efforts have been hampered by not being

integrated. Furthermore, in a number of states, these

staff are scattered throughout the organization, so that

they have trouble communicating. In short, the legisla-

tion requires planning and identifies planning activities

but has not produced planning systems that can achieve

all that planning can potentially accomplish.

The joint endeavor

The planning process has five phases: (1) analyzing

the problem and assessing the need: (2) establishing

goals and objectives; (3) examining various possible

Although Title XX is a federal-state program in which

the state is responsible for meeting the requirements of

the legislation, the process outlined in the Regulations
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implies that sub-state agencies will also partieipate in

planning. There are a number of reasons for this. Some
tasks are more appropriate to the county or region-

designing specific programs, monitoring ongoing activ-

ities, and deciding on where ser%ices will be located.

County professionals and officials argue, just as their

state counterparts did with .the federal go\ernment.

that they are better equipped than the state to determine

need at the local le\el and establish priorities. The

state's response to this is mixed, and local social ser\ices

people tend to feel that their ability and willingness to

plan are questioned.

At the state level, planning for social services is frag-

mented—dispersed among those designated as plan-

ners and program and budget specialists who directly

affect planning. E\en more, beyond the Department of

Human Resources. Title XX is much influenced both

by those agencies that ha\e contracts for ser\ice de-

liverv and by state planning agencies. Social ser%ice

planners with official responsibilit\ for carrying out the

federal mandate for Title XX planning complain that

they are isolated and understaffed and lack power to

monitor the process.

It appears, then, that the Title XX planning process

lacks accountability. Moreo\er. despite the need for

planning at all le\els in a reciprocal relationship, distrust

and conflict e.xist. Artificial and counterproducti\'e divi-

sions of labor ha\ e been made. For example, within the

framework discussed earlier, states have assumed re-

sponsibility for strategic planning and have delegated

management planning to the counties, whereas both

levels should be inxohed in both aspects of planning.

The state is responsible ior formulating the annual plan,

but local communities should contribute hea\ily to that

plan. Just as the federal go\ernment for decades deter-

mined minimum le\els of ser\ ice and standards for the

countrs' as a whole, the state now must assess the need

of iis total population, decide which needs are greater.

and decide how to allocate resources fairly among the

counties. The state should compare the counties' needs

on the basis of those criteria that it feels to be impor-

tant— for example, fairness, numbers in need, presence

of high-risk populations with multiple problems, and so

on. Howe\er. counties should be allowed to identify

needs within their jurisdiction and set local priorities.

Local planners and administrators piiint out that ha\ing

the state establish priorities on the basis of county

averages often masks the fact that certain areas of a

county can have \ery great need. Both le\els. state and

count\-. ha\'e a legitimate role in the strategic planning

process, and the\ both need to understand this. Neither

le\el can do the job by itself.

In establishing goals and obiecti\es. the overall Title

XX goals of reducing economic dependency, promoting

self-sufficiency, preventing or remedying neglect and

abuse, preventing or reducing needless institutionaliza-

tion, and providing institutional care when necessary,

have to be put into operation. To do so, they must be

translated into specific services such as day care, meals

on wheels, home-maker training, etc., and resources

have to be identified for performing these activities.

After that, specific programs must be designed and im-

plemented. While the state is in the better position to

translate Title XX goals into services (assuming that

local participation is encouraged), the county should

have the authority and responsibility for designing spe-

cific programs to meet the needs. For example, if day

care is a prioritv and resources are earmarked for this

service, each county should design its own day care

program. Only at that lev el can serv ices that are sensi-

tive to local conditions be planned.

Finally, both county- and state-level planners and

administrators must monitor and evaluate the programs

that have been established. From the local point of

view, is the program being carried out as planned? Is it

meeting its specific objectives'.' Can the program be

made more efficient and effective'.' From the state point

of V iew. are services being delivered across the state at

the levels planned'.' Are statewide objectives being met?

Are some counties' programs more effective and more
efficient than other counties"?

Conclusion

This article has talked about what planning is and

does and how it can contribute to meeting the social

needs of populations. Specifically, it dealt with social

service planning as required by the Title XX legislation,

especially the problems that will be encountered in

establishing state-local planning. If it becomes clear

that counties have neither qualified planners nor the

resources to hire them, the state might offer them help

until they acquire local planning expertise. Also, state

and local social serv ices agencies need to be so struc-

tured sii that they can communicate with each other

and avoid confusing their programs with duplicative or

contradictory activities. To accomplish this, the neces-

sary elements are planning and a notion of trust and

shared responsibility.

D
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Title XX and Social Services:

The Mecklenburg Experience

Joyce B. Massie, Elizabeth K. Thurbee, and Merlene K. Wall

NORTH CAROLINA HAS BEEN A STATE with a tra-

dition of concern for the welfare of its citizens. Early

attempts at care were county homes and workhouses.

In 1917 the State Board of Charities was created and set

standards for the delivery of care to those who needed

public assistance. During the Depression years of the

1930s, federal involvement in relieving social ills greatly

deepened, and Congress accepted federal responsibility

for a certain amount of assistance to the needy when it

enacted the Social Security Act in 1935. Although this

act basically provided financial assistance, it opened

the door to ever-expanding social legislation.

Before 1962 the major emphasis in social services

focused on direct financial aid. However, the legislative

amendments to the Social Security Act passed in that

year recognized delivery of services as a necessary

factor in working with dependent children and their

families (Aid to Families with Dependent Children.

AFDC). After this legislation became effective, the

public gradually began to see a number of social pro-

grams emerging at the local level: vocational rehabili-

tation, services to the aged, public housing, nutritional

programs, mental health, child welfare services, pre-

vention of juvenile delinquency, and many others.

Often in working with such programs as AFDC, social

workers, in their zeal to provide the client with the

many services now available, overlooked the recipient's

own strengths in dealing with his problems. This was

one of the factors that led to the Welfare Rights Organi-

zation (WRO). Groups like WRO wanted more money in

direct payments, believing that this would enable fami-

lies to solve their own problems.

The authors are members of the Mecklenburg Social Services

Department staff. Joyce Massie is a social work supervisor: Merlene

Wall, an assistant director: and Elizabeth Thurbee. a training officer.

During the late 1960s and early 1970s, various legisla-

tive remedies were sought in Congress. Some, such as

the Family Assistance Flan, were defeated. Some, such

as Medicaid, were enacted under Title XIX of the Social

Security Act. Some, such as the Older Americans Act,

met special needs— for example, the elderly or the dis-

abled. Some are still being tinkered with, such as health

care and food distribution.

Legislation of this period, late 1960s through early

1970s, reflects a fundamental change in the basic phi-

losophy underlying services needed to prevent or lessen

dependency. The fundamental change is the idea that

services will not be imposed— that the client should

recognize the need and request those services he wishes.

However, the proliferation of services directed toward

meeting the needs of certain target groups— the aged,

retarded, drug and alcohol abusers— have resulted in

administrative fragmentation and duplication of serv-

ices under a variety of "Titles" of the Social Security

Act and other legislation.

Three years ago, January 4, 1975, in an effort to

resolve these problems. Congress created a service-

delivery system as a separate entity— the Title XX
Amendment to the Social Security Act.

Purpose and goals of Title XX

The purpose of Title XX is to "establish a consoli-

dated program of Federal financial assistance to en-

courage provision of services by the states." Throughout

the committee reports that were made before the Title

XX amendment was passed, there are statements that

indicate a strong feeling on the part of Congress to give

the states "ultimate decision-making authority" for social

services programs. In other words. Title XX is one of a
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number of congressional actions for implementing

revenue-sharing. Primarily, the amendment provides

for: (Da single agency within each state to administer

the Title XX program of social services. (2) coordina-

tion of Title XX with programs authorized under other

Social Security Act titles. (3l allocation of funds to be

used to fill services gaps, (4) expansion of existing pro-

grams, and (5) starting new programs that are not iden-

tified in other legislation. The services funded under

Title XX are not substantially different from those that

existed before. The difference lies in the insistence on

central administration, participatory planning, and fiscal

and time accountability.

The statute. Public Law 93-647, is explicit in specify-

ing expected goals and services from available funds. It

also provides for a comprehensive program, fiscal and

statistical planning, reporting, and evaluation of the

effectiveness of the services delivered to the client

population.

The law sets out five goals that must be considered in

funding services.

1, To help people become or remain economically

self-supporting;

2, To help people maintain or achieve self-sufficiency

and reduce or prevent dependency;

3, To protect children and adults who cannot protect

themselves from abuse, neglect, or exploitation, and to

help families stay together;

4, To prevent and reduce inappropriate institutional

care as much as possible by making home and com-

munity services available;

5, To arrange for appropriate placement and serv-

ices in an institution when this is determined to be in a

person's best interest.

The Title XX legislation gives the states considerable

latitude in deciding on specific services for its citizens,

but these decisions have to be the end result of a well-

defined planning process.' One requirement is that

there be broad-based citizen participation in developing

the state's service plan: a statement of what services

will be offered, who will be served, by which agencies

or groups, and at what cost. The North Carolina Com-
prehensive Annual Service Plan includes the following

thirty-one services (the asterisk indicates services re-

quired in all county departments of social services);

'Adoption

•Services to Enable Individuals to Remain in or Return to

Their Own Home
Chore Services

Day Care for Adults

Day Care for Children

Delinquency Prevention

Educational Support

1. For a detailed discussion of Title XX planning, see the article,

on page ly.

Employment and Training

*Famiiy Planning

'Foster Care for Adults

'Foster Care for Children

'Health Support

Homemaker Service

Home Management and Maintenance
Housing and Home Improvement
Information and Referral

'Interstate 'Intercounty Placement of Children

Legal Services

Personal and Family Counseling

Preparation and Delivery of Meals
Problem Pregnancy
•Protective Services for Adults

•Protective Services for Children

Services to Meet the Special Needs of Alcoholics and Drug
Addicts

Services to Meet the Special Needs of the Blind

Services to Meet the Special Needs of Children

Services to Meet the Special Needs of the Aged, Disabled,

or Handicapped
Services to Meet the Special Needs of Emotionally Disturbed

Services to Meet the Special Needs of the Mentally Retarded

Social Development and Group Transportation

Each state must provide at least one service directed

to each Title XX goal, and at least three services

(selected by the state) for Supplemental Security Income

(SSI) recipients. In addition, an amount equal to at least

50 per cent of a state's federal Title XX payment must

be spent on behalf of people who receive or are eligible

to receive AFDC, SSI, and/or Medicaid,

Mecklenburg's response to Title XX

The Mecklenburg County social services staff viewed

the required county participation in developing the

North Carolina state plan as a positive step. Before this,

the state presented the completed plan to the counties

after review by HEW and approval of the State Social

Service Commission; there was no county involvement.

Now it seemed that Title XX would require an equitable

distribution of funds based on county needs and plans.

We felt, as did social services personnel in many
counties, that Title XX's emphasis on public and con-

sumer participation would enable clients and citizens to

partake in the process that redistributes their tax moneys,

and we would develop policies that would respond to

self-stated needs and improve the social condition of

the total community.

Title XX also held out the hope that services would

be available to more people. The legislation allowed

state agencies to establish fee schedules. As a result,

many of those whc had been considered ineligible but

still could not afford private-sector services would now
receive some aid.

Title XX encouraged contracting with the private

sector as a means of reducing duplication of services
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within a given community. This meant that there would

be more communication between the public and private

agencies, and the burden for improving communica-

tion would be with the local departments of social

services. In the early stages, both public and private

groups were enthusiastic and optimistic about this

arrangement. Later on, however, sharp competition for

Title XX moneys developed between the public and

private sectors.

Planning for Title XX

Although we began to plan for Title XX in Mecklen-

burg County early in 1975, we did not have much infor-

mation from the State Division of Social Services. Since

the final federal regulations were not published until

June of that year, the deadline for county and state-

proposed service plans, we operated on a "word-of-

mouth" basis, with the state trying to second-guess the

"feds."

On March 28, 1975, we held a public hearing, a federal

requirement. Although considerable effort was made to

advertise this meeting, very few people attended, and

the response lessened the prospect for true community

representation in the funding.

However, our contacts with private and other social

service agencies were gratifying, and a productive in-

formal coalition of public and private agencies began.

In early spring of 1975, as both the federal and state

agencies intended under Title XX, private and other

governmental agencies began to suggest that various

kinds of service be offered. In Mecklenburg County an

enormous number of proposals for services were made,

and the county social services board began setting

priorities.

At the same time that local proposals were being

considered, proposals for statewide services were also

being submitted without county knowledge or input.

We learned on July 31, 1975, that the state had negotia-

ted contracts with public and private providers and/or

institutions to deliver certain services throughout the

state.

These contracts and state administrative costs would

account for more than $15,000,000 of the total state

Title XX allocation of almost $63,000,000 for the first

year. Despite the fixed ceiling ($2.5 billion) nationally.

Title XX funding then seemed more than adequate,

especially since previously North Carolina had never

spent more than 540,000,000 annually for services.

Gradually, however, that $63,000,000 began to seem

less and less, especially since inflation has reduced the

purchasing power of the $2.5 billion ceiling, established

in 1972, by as much as one-half. (There is a strong effort

in Congress, however, to de\ise an inflation formula

relating to the ceiling on federal spending for services.)

Formulas for county allocations

The formula first used (in fiscal year 1975-76) by the

state to allocate funds to the counties was called an

"equitable allocation." The funds were allocated in

direct proportion to the county's population of income-

eligible citizens— that is, people whose income was less

than 80 per cent of the median state income. How-

ever, some counties were unable to use their full

"equitable allocation," and these excess funds were

then reallocated to other counties during the year.

"Equitable allocation" remained in effect until FY
1977-78 when the "fair share" formula was adopted.

The new formula was based on each county's ranking

by number of categorically eligible persons in the county

— those individuals or families who received AFDC,
SSI, or Medicaid. A quarterly plan for reallocation of

county funds was included and a redistribution was

made under the new formula for 1977-78.

A third dimension of the "fair share" formula was

"phase-up" or "phase-down" in each county's spending

level over a three-year period. Mecklenburg was desig-

nated as a "phase-down" county. The base for "phase-

up" or "phase-down" is what the state "determined"

each county spent in FY 1976-77. In FY 1977-78 coun-

ties were to receive their base allocation plus or minus

80 per cent of the difference between that base and the

projected 1979-80 "fair share." The upcoming fiscal year

(1978-79) calls for the base allocation plus or minus 50

per cent of the difference between that base and the

true fair share. All counties were supposed to achieve

100 per cent of "fair share" funding in FY 1979-80.

However, counties have been "unofficially" notified

that the allocations for FY 1978-79 are to be frozen at

1977-78 levels.

It seems to us that distribution of funds should be

based on the concept that funding mandatory services

should have first priority. The remaining funds would

then be allocated on the basis of total county popul-

ation, the county's categorically eligible population, and

the amount of funds counties have been spending in

Title XX.

Growing reservations about Title XX

Mecklenburg County developed a plan that included

many optional services that have traditionally been

offered locally. We have been proud of our ability, with

support from the community and the county commis-
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sioners, to develop new programs to meet demonstrated

needs: for example, our early efforts in family planning,

homemaker, and day care services. Because of Title

XX's stated objectives of tailoring and funding programs

to meet local needs, we hoped to continue and perhaps

increase new services with "freed" county dollars. Un-

fortunately, there have been no "freed" dollars in Meck-
lenburg County for the social services department to

use. The county is still required to provide local money
to match Title XX funds. We must also use local funding

to meet administrative costs not picked up by federal

and state sources. These costs vary from year to year

and usually call for the county to assume an increasing

share. In addition, many other county departments or

functions are totally dependent on local dollars, and

the county commissioners are under intense political

pressure to keep the local tax rate down and cut

spending.

Essentially, we are the single portal of entry into the

Title XX system. The department of social ser\ices re-

mains responsible for certifying client eligibility no

matter which agency delivers the service. At times, how-

ever, our staff and the private and public agency con-

tractors find it difficult to establish just who is respon-

sible for what in the overall delivery of services to indi-

viduals and families. We are also working under statutes

and regulations that specify goals, service criteria and

limitations, time limits for action, and increased require-

ments for documenting and measuring the results of

delivered services.

On the one hand we welcome the new eligibility cri-

teria that permit more people to be served: yet we find

that some of the new regulations actually limit services

that were formerly available. For example, a program

in family planning that invoked neighborhood \isiting

was curtailed because of the requirements that each

person served apply individually and have his eUgibility

be determined individually and that a sufficient trail be

left so that the deli\ery of services could be audited.

Perhaps the most disconcerting experience with Title

XX has been the mountains of paperwork imposed upon

us. Federal regulations require a completely new set of

forms: we have therefore had to reorganize all client

information and transfer it to a number of different

forms that ask for the same information. We not only

duplicate our effort in filling out forms, but also find

that we then receive little or no statistical feedback. We
also receive inadequate notice when forms are discon-

tinued or changed.

Within the framework of the Title XX regulations, it

should be possible to pro\'ide good services and keep

reasonably good records. Instead, we find that the

amount of time spent in filling out duplicate forms

seriously cuts into our ability to pro\ide the services.

State interpretation and planning— specifically, exclud-

ing the local departments in developing the original

reporting system— is partly to blame for this situation.

Although at first we had many positive feelings about

Title XX, we also had reservations.

Counties did participate in developing the state

"service plan." but they were not included (except mini-

mally, perhaps) in developing reporting and accounting

procedures. Under Title XX, for the first time, the state

and local levels were required to look at what we were

doing, what the results were, and how much it would

cost. This is a sound principle, but we in the counties

were excluded from this part of the process, although

we felt that we could make a significant contribution.

Now the state is seeking the counties' help in designing

a better reporting and accounting system.

Problems also arise because the federal fiscal year

begins on October 1; North Carolina and the counties

adhere to a July-June budget year. Our local pressure to

meet deadlines imposed many constraints. For example,

the county budgeting process was well under way before

we received instructions for preparing the state docu-

ment. Consequently we were "budgeting" eight months

a year. Our budget was due in the county manager's

office on March 1, and in mid-February we were deeply

invoked in the budgeting process even though we had

not been notified of our allocation of Title XX moneys
for fiscal 1978-79.

A major problem developed as we traveled the "prim-

rose path," confident that there would be adequate

funding to continue service delivery at the high level we
had developed in Mecklenburg County: In October

1975, the State Social Service Regional Office notified

us that no more funds were available for contracts with

private service providers. After we heard this word, we
began to feel uneasy about future funding for local

departmental programs. We were not alone in our un-

easiness: Coalitions of public, private, and special-

interest groups developed across the state in the interest

of self-preservation, to promote special interests, and to

find out what was going on in the system. These groups

included institutions, private agencies, and counties.

We joined a group of urban counties with problems

similar to ours; we wanted to mobilize support to

achieve the level of funding that was needed to maintain

our current level of service.

Despite the confusion and conflict, Mecklenburg

County outlined a service plan that we wanted to offer

locally. Our plan, along with ninety-nine others, became

a part of the state's first Comprehensive Annual Service

Plan (CASP) in 1975. The Governor has assigned re-

sponsibility to the Department of Human Resources

(DHR) to develop this plan and allocate funds. At first,

the Secretary of DHR delegated these functions to the

Division of Social Services, but they reverted to the

Secretary's office in February 1977. Since that date com-
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petition for Title XX funds has increased among tiie

divisions within DHR.

Conclusions

Two years of struggUng with Title XX"s varied inter-

pretations and rigidity in some aspects have forced us

to several conclusions. Local planning for local needs is

a sound concept— involving all levels in the community

in this process and requiring cooperation and coordina-

tion between public and private agencies in delivering

the services. And who can deny that prevention of de-

pendency and social breakdown is a desirable goal?

But North Carolina's plan for Title XX has been a

disappointment in several areas. Although the plan has

identified the mandatory and optional services to be

offered across the state, what we have failed to define is

the level at which these services are to be delivered.

For many counties this failure has severely limited the

services they can deliver. In some respects it has negated

the effectiveness of the required planning process. Be-

cause of the state's zeal in promoting a minimum service

package in each county, many counties are finding that

they can do no more than provide mandatory services

within the limit of their funding. It appears that crea-

tivity and initiative in planning and delivering services

are punished, and we are approaching a statewide

program that is mediocre at best.

The Department of Human Resources has assumed

responsibility for directing a planning process that will

meet federal requirements. Apparently the Division of

Social Services has had little, if any. involvement in the

process. Counties can only wonder about the implica-

tions of this situation. If DHR allocates money and

directs the planning of how that money is to be spent,

just how much control remains with the Division of

Social Services'.' Who speaks for the county department

of social services at the state level'.'

County departments of social services are concerned

about the ways in which the Department of Human
Resources has set priorities. Other agencies, such as

local health and mental health departments, are not

required to meet the same needs assessment and justi-

fication criteria for program planning as local social

services departments. This inequity can cause resist-

ance and resentment, inhibit working relationships, and

finally deprive the client of the full benefit of services.

Our most serious concern right now is the allocation

formula that prohibits adequate funding for service

programs— especially in urban counties. From the be-

ginning, 1975, we have been concerned about political

maneuvering behind the scenes. We have wondered,

when we could not get specifics on allocations, whether

the whole process had been raped by the political

system. We have been afraid that funds were distributed

on the basis of who yelled loudest and longest, and this

fear does not seem to be entirely groundless. We were

told at a Title XX planning workshop in Raleigh last fall

that the "dollars were moving East in an attempt to

achieve a fairer distribution." ("Fairer distribution" was

not defined.)

At present, because so much of Title XX funds is

going to other state agencies, local departments of social

services and private agencies are faced with curtailing

well-established and meaningful programs— a loss also

to the positive gains in the working relationship between

public and private agencies.

Definitive action could remedy some of the problem

areas. First, Congress must revise the current ceiling on

spending to reflect current costs more realistically.

Mandated services should be adequately funded across

the state; then funding of optional services could be

based on demonstrated need at both the state and

county level. If public and private agencies were thus

funded rationally to provide their respective skilled

services, the clients would be the ultimate winners.

The State Division of Social Services should assume

its rightful place in planning with, and advocacy for, the

county departments, and it should draw on local knowl-

edge in developing an appropriate reporting system. A
good reporting system would be important in achieving

accountability in both fiscal matters and quality of social

services.

With adjustment in the present system, the com-

mendable purposes of Title XX— to develop a client-

focused, goal-directed service-delivery system and to

use tax moneys in a fiscally sound, cost-effecti\e manner
— can be achieved. D
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Public Policy in Day Care

Dorothy J. Kiester

DAY CARE is a relatively new term in

the popular vocabular>'. In the past fif-

teen years it has become both well-

known and controversial, partly because

an increasing number of families with

young children need help in caring for

those children and partly because the

cost of child day care is increasingly met

by public funding. Public money means

ta.x money, which gives every ta.xpayer

a vested interest in how the money is to

be spent: who is to benefit and how
much? In other words, day care has be-

come a public policy issue. So far. the

public's attention has been chiefly en-

gaged with child day care, but in the

next few' vears the new community serv-

ice of day care for the elderly may well

become an equally complex and com-

manding issue.

The family structure and the family's

relationship to the community have

changed profoundly in the past genera-

tion. Since the Industrial Revolution,

more and more of what were once

family responsibilities have been as-

sumed by the community: police and

fire protection, schooling of the young,

residential care of the disabled and de-

pendent, and so forth. In this progres-

sion, as the size and capability of the

family shrinks, society takes over re-

sponsibility for providing those services

necessary to the well-being of the body

politic. How to do it becomes more of

an issue than whether it should be done,

although at the beginning of any change

The author is an Institute faculty member
whose field is social work. She has worked

extensively with children and has written sev-

eral hooks on day care.

in old patterns, some people will resist

what they perceive as a loss. This loss

may be the loss of an ideal, such as "fami-

ly responsibility" — or the loss of con-

trol over the pocketbook. brought on

by burgeoning public programs and in-

creasing taxes. For whatever reason, the

real issues in day care, both for children

and for the elderly and infirm, are con-

fused and emotional, with the loudest

arguments often coming from those

whose information and viewpoint is the

most biased.

Day care for children

Opinions on child day care are equally

divergent: welfare mothers should go to

work: "supported" women should not

compete in the labor market; mothers

are entitled to the same freedom as

fathers: good day care is in itself good

for children: day care provides a legiti-

mate source of income for owners and

employees of centers. It is a fairly safe

guess that none of these are unbiased,

or unselfishly and totally dedicated to

the best interests of individual children

and society. All have motives, primary

or secondary, ideological or monetary,

that bear little relation to what children

and families need.

Cost and payment. All recent fig-

ures on the cost of day care for children

in a licensed program put the average at

about 5125amonth — 51.250 to 51.500 a

year—depending on vacation arrange-

ments. There are. of course, more ex-

pensive programs and many perfectly

acceptable plans costing much less, but

one point of agreement among most

knowledgeable people in the field of day

care is that good day care is not inexpen-

sive. Where and how to cut costs is a

constant source of conflict between

those who earn a living from day care

and those who set the standards for

licensing and certification.

The amount of federal money going

into child day care has increased enor-

mously. The 1978 national budget for

Head Start alone is 5625 million— all

federal. Approximately 512.5 million of

this comes to North Carolina. Other

federal sources for day care funding in

North Carolina are ( 1 ) Child Welfare

Services (Title IV-A). (2) Tide XX, (3)

Work Incentive (WIN) (Title IV-13). (4)

Mental Health, and (5) Appalachian Re-

gional Commission. Together these total

approximately 575 million for 67.0(X)

children in North Carolina this fiscal

year. Considering that the total appro-

priation to the U.S. Children's Bureau

in 1955 was only 510 million, these fig-

ures are staggering. Inflation has, of

course, influenced the appropriations

patterns greatly, but child day care was

not big business until hea\7 federal sub-

sidies began in the 1960s.

Who should pay the cost is another

area for debate. If public funds are sub-

sidizing some or all of the cost, who

should be eligible to receive the sub-

sidy? Should it go to the provider direct-

ly or should parents be given vouchers

that could be cashed by any licensed or

certified provider? Should day care be

provided for only the children of working

mothers who do (or otherwise would)

receive public welfare? Should the

amount be tied to the amount of the
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mother's earnings? Should the agency

that pays the subsidy be the one to set

eligibiHty requirements and to deter-

mine which children (which families)

may receive "developmental quality"

day care?

Should the agency through which the

subsidy is paid set the standards? Should

this agency determine what constitutes

acceptable care and also who meets the

standards to qualify as a certified pro-

vider, or should that he determined by a

neutral agency? Taxpayers tend to rebel

when the quality of service for which

they provide subsidy is set so high that

the cost of the subsidy becomes exces-

sive. If too many families are eligible for

subsidy (and if the cost is too high for

moderate-income young parents) pri-

vate entrepreneurs are forced to partici-

pate in the federally controlled program

of subsidies to survive. Then the pro-

viders lose much of their independence

as private business operators and lower

their margin of profit because of the

cost of meeting federal standards. This

problem of standards and regulations is

discussed beginning on p. 34.

"Pros" and "cons" of child day

care. Any program needs a set of as-

sumptions (which may or may not be

validated) in order to justify any sub-

stantial investment of public money,

particularly when there is some question

about whether the good of the total com-

munity is being served. Both supporters

and opponents of subsidized day care

sometimes overstate their arguments in

regard to these assumptions. This is

understandable. Their convictions are

strong, and it is easy to become emo-

tional when the well-being of children is

involved, especially when the issues are

compounded by the equally emotional

elements of individual freedom and pub-

lic expense.

Those in favor argue that:

1. If the child's own home is cultur-

ally or emotionally weak in fostering his

development, a good day care program

can provide sound nutrition and health

care, an environment in which he can

learn, and a balanced program of exer-

cise and play for physical development.

This argument, used for Head Start and

for subsidized day care, also contends

that in good day care the child begins to

think well of himself, to trust others,

and to develop a basis for later success

in public school.

2. If the child comes from a stable,

loving, economically secure home, then

a good day care or nursery school pro-

gram complements the home situation

by the child's association with nonfamily

adults and other children from a variety

of backgrounds.

.'^. Mothers should be able to place

their children in reliable, nurturing pro-

grams of child care at an affordable cost

if they choose to or must work. Avail-

ability of dependable child care should

not have to be a factor in a woman's de-

cision to work.

4. The qualify of care a child receives

outside his own home should not depend

on family income. Impressive scientific

research has established the importance

of loving care and individual, lasting,

trustworthy human relationships if

human infants are to develop normally.

Emotional as well as physical growth in

the first two years is absolutely critical

for normal development, and both are

as dependent on psychological nurtur-

ing as on food and clean comfort.

5. All parents need occasional time

away from their children. Parents who
are sometimes abusive may have parti-

cular need for help with their child-

rearing, and the children may have des-

perate need to be away from their

parents part-time but not permanently.

The cost of saving the home with sup-

portive, nonpunitive use of day care may
be much less in money, as well as in

human values, than the cost of permit-

ting prolonged abuse or radical separa-

tion.

6. Adequately trained professionals

in child care— child development spe-

cialists, social workers, early childhood

educators, and others — understand nor-

mal needs and growth patterns better

than most parents and know how to

provide programs that promote the chil-

dren's development.

Those who argue against subsidized

day care have a rebuttal for most of the

proponents' arguments:

1. There is little proof that day care

is the best answer to cultural and/or

emotional deprivation. In fact there is

growing evidence parents need help

more than children in stabilizing a family

life conducive to healthy child devel-

opment.

The all-important developmental ex-

periences of bonding cannot occur for

the infant who is deprived of close, con-

tinuing contact with either mother or a

single mother substitute, and the inti-

mate one child/one mother relationship

is almost impossible outside the family.

2. Parents from stable, loving homes,

in which economic need is not a factor,

will find their own socializing exper-

iences for their children at no extra cost

to the taxpayer.

3. Even if a woman's decision about

working should not have to depend on

whether she can find good, affordable

day care, this should not call for mil-

lions of federal dollars to set up a net-

work of day care centers. In fact, the

National Child Care Consumer Study of

1975 shows that care in a center is not

only the most expensive option but also

the one least often selected. Care by a

relative is likely to be chosen more often

by poor, near-poor, black, and Spanish-

origin families and especially by single

parents. Table 1 shows how the types of

care are ranked in order of preference

Table 1

Parental Expenditures for Child Care Compared with

Percentage of Child Care Purchased. 1975

Parents' Percentage of

Expenditures Total Child-

(billions) Care Hours

Relatives, in child's or relative's home Sl.l 45%
Nonrelative in child's home 1.7 17

Nonrelative in other home 1.8 20

Nursery schools and centers 1.6 15

Other .2 3

Total S6.4 100%

Source: National Child-Care Consumer Sludy: IQ75. II. Tables 8-1 and 8-2 (Washington. 1975).
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(the results are not weighted for avail-

ability) and of parents' cost. The cost in

public dollars is difficult to determine,

but it should include 1 1 1 grants for day

care facilities. (2) family subsidies, and

(3) tax credits for the costs of child care.

However, there is no way to estimate

the cost of lost work opportunities'be-

cause an acceptable child-care plan was

not available. As Table 1 shows, any

care outside the child's own home is

expensive, and. as a general rule, the

better the care, the more expensive it is.

4. Not many will argue against the

importance of healthy, early childhood

years for all youngsters, but there is little

agreement on what will provide the best

substitute for the ideal of socially, eco-

nomically, and emotionally secure par-

enting in the child's own home. Nor is

there agreement on whether cost should

be a determinant. Many people feel

that, although a day care experience

might be desirable, if the family cannot

afford high quality day care the child

simply does without this advantage, and

"most of them turn out all right anyway."

5. The need for respite care, or for

therapeutic placement for abused chil-

dren, seems a valid part of an enlight-

ened treatment program for certain

parents. However, this would probably

require a highly trained staff and might

be provided better at less cost in a few

carefully staffed treatment centers and

day care homes. Is there not a risk for

both children and staff when too much

is expected of a day care facility'.'

6. Even professionals disagree about

what constitutes "optimal developmen-

tal opportunities" for children. The gen-

eral public often feels that any woman
"in her right mind" can take care of

children. Both lay people and profes-

sionals are uncertain enough about what

constitutes the most desirable experi-

ence for children (especially those over

two years old) to question whether any

"specialist" knows better than the par-

ents of a particular child what is best for

that child. If there is so much doubt,

how can a cost of S125 to S175 a month

per child be justified'? (Therapeutic pro-

grams for children with severe mental,

physical, or emotional handicaps are. of

course, much more expensive and should

not be considered in the same category

with regular day care.)

7. It makes more sense to pay the

mother to stay home and take care of

the child, if that is what she wants to do.

than to pay someone else— perhaps at

greater cost. And this being so. whatever

happened to Aid to Families with De-

pendent Children (AFDC). and why is

that program such a hopeless mess'.' (Or

is it only considered so by a few unen-

lightened persons who object to all "wel-

fare" on principle'.')

Standards and regulation. No mat-

ter who or what for, no one likes being

regulated. When the law regulates ad-

ministrative standards, the person sub-

ject to those standards is likely to have a

highly personal view of how fair, rea-

sonable, and necessary they are. The

private operator may feel that the stan-

dards for license mean that the cost of

staffing and running a center prohibits a

fair profit. On the other hand, child de-

velopment specialists may feel that the

minimum standards are so low that the

child's health and safety are jeopardized.

In fact. North Carolina state licensing

requirements for the "grade A" level are

designed only to assure safe custody.

Legally, responsibility for securing a

license to operate a day care facility in

North Carolina' rests with the facility's

owner or governing board. The law is

administered by the Child Day Care Li-

censing Commission, Department of Ad-

ministration, which has a very small staff

and limited inspection capability. Under

the present law, the facility's operator

or board may seek either an A or AA
license, but there is currently no staff to

administer the AA license . As of Novem-

ber 1977. the Child Day Care Licensing

Commission had only five field-staff

members, each serving approximately

20 counties. There are now 1,888 facili-

ties licensed to care for 75,000 children

and over 4,000 registered day care plans

(day care homes). Registration requires

no inspection and no minimum stand-

ards, except that a woman may care for

only a limited number of children with-

out being classified as the operator of a

group home that must have a license.

A consulting firm has been engaged

to analyze 170 facilities in order to pro-

vide a systematic base for reviewing

standards in such areas as staff, cost,

quality of performance, area served,

assignment and admission of children,

and administrative operating plan. This

study (commissioned by the Office of

Children in the Department of Human
Resources) will be of great significance

for both the Day Care Section in the

I. North Carolina Division of Social Serv-

ices. Manual (Raleigh. N.C.). Subchapter

42A. Sec. .0400.

Sludenl teacher and young child in day care center ai Frank Porter Graham Child Develop-

ment Center Chapel Hill
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Division of Social Services (Department

of Human Resources), and the Child

Day Care Licensing Commission (De-

partment of Administration). These two

agencies handle two responsibilities:

The first certifies that a facility meets

federal standards and is eligible to re-

ceive Title XX funds: the second li-

censes according to standards that are

mostly prescribed by state statute. A
license is a prerequisite to certification.

But present license requirements do not

guarantee even adequate protection for

the child's health and safety. Only since

the 1977 amendments to the law,

achieved in the aftermath of a tragic

fire, has the licensing agency had in-

junctive powers. To date no facility has

been taken to court, but the authority

now present has produced much more

voluntary compliance.

To be granted a license the operator

need only give the Licensing Commis-

sion certain information about the fa-

cility (number of children enrolled, or

planned for: square footage of indoor

floor space and outdoor adequately

fenced playground: number and classifi-

cation of staff employed), answer a few

administrative questions, and submit in-

spection certificates properly completed

by fire and sanitation inspectors. The
law does not even require a visit to the

facility, although the place is visited for

the first license. Monitoring is impos-

sible except when complaints are filed.

The operator may seek the even high-

er "certification" level. This level is

administered by the Day Care Section

of the Division of Social Services, with

the standards for "developmental qual-

ity" care set on the federal level by

HEW's Office of Child Development

(OCD). Certification that it meets the

Federal Interagency Day Care Regula-

tions (FIADCR) entitles the facility to

receive children under the Title XX
program of services, with payment com-

ing through the county department of

social services. Most "welfare children"

are placed while the mother is in a work-

training job.

Some professionals feel that, ideally,

the regulatory agency should both li-

cense and certify the facility and should

serve as a consultant in order to help

build excellence in programs. The serv-

ice agency should work to provide the

best possible experience for children

and their families.

Child-staff ratios. The most contro-

versial requirement for licensing or cer-

tification has to do with child-staff ratios.

Twice Congress has extended the day

care appropriations at existing rates and

at the same time continued a mora-

torium on the enforcement of a higher

standard, thus permitting more time for

rational decisions about child-staff ratios

to be required by law. North Carolina is

currently certifying at the higher adult-

child ratio proposed by the OCD, but

the private operators have petitioned

the State Social Services Commission to

reduce the ratio (fewer adults to chil-

dren). Under the terms of the federal

moratorium, this could legally be done,

but the federally subsidized center oper-

ators are much opposed to lowering

standards. Neither side of this argument

can marshal incontrovertible proof of

its contentions.

However, in terms of the effect on

children, desirable traits will not be fos-

tered if there is inadequate adult super-

vision. Growing research evidence indi-

cates that children need understanding,

individual attention to learn how to han-

dle anger and frustration in nondestruc-

tive ways and need to feel indi\idually

loved and cared for if thev are to devel-

op internal controls. It is this personal

attention from capable care-givers that

helps to establish the basis for con-

science and the capacity for caring. Ab-

sence of early, loving security produces

indifference to human feelings and lack

of motivation to respect the feeling,

rights— even life— of others. The conse-

quences for a law-abiding, productive

society are clear.

The difficulty of providing clear-cut

proof to support one set of ratios over

another is the heart of the regulation

dilemma. No written standards can pos-

sibly cover all contingencies so that sub-

jective judgment can be equitably elimi-

nated. It might be presumed that par-

ents, who logically have the most at

stake in this controversy, would be able

to influence the decision simply by mar-

ket control, but parents are also uncer-

tain about what is "best care" and how
much it should cost. Parents who bene-

fit from Title XX subsidy have no rea-

son to want the cost lowered. Parents

who pay the full cost are often not well

informed and are not organized to make

a strong case either way. This leaves the

private operators arrayed against the

professionals in the public agencies,

where the contest is more political than

scientific.

Types of day care facilities. An-

other dimension of the debate deals with

where a child should be cared for and

what kinds of options should be avail-

able to parents. The Division of Social

Services certifies three categories of day

Asj .
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care facilities: the day care center, with

space and staff to care for more than

ten children; the day care group home

for five to ten children; and the day

care home for no more than five chil-

dren. Each category has a distinct set of

standards, and each should be able to

respond most effectively to the needs of

a particular kind of child. In this state

the center and the group home are sub-

ject to license. Only registration is re-

quired for day care homes, referred to

in the North Carolina General Statute

as a day care plan.- and there are no

legal requirements for "baby sitters"

who come to the child's own home. Baby

sitters are a common arrangement, par-

ticularly for families who can afford to

pay the minimum wage for an eight- to

ten-hour day, five days a week. Many
informal arrangements range from

neighborhood cooperatives to "revol-

ving arrangements" with friends and

2. N.C, as Sm Ch. 110. Art. 7.

relatives. Sometimes the child is ex-

tremely well cared for in such an indi-

vidual care plan. Sometimes there is

really no care or, worse, there is abuse.

These plans appropriately are the re-

sponsibility of the parents, and the

community intervenes only in cases of

reported child abuse.

These are questions that cannot be

fully answered at the local level. Some
of them cannot even be dealt with ef-

fectively at the state level. But, in the

context of Title XX, only as local-level

planners make their desires and priori-

ties known to state planners can influ-

ence be exerted at the federal level for

the fiscal and administrative tools nec-

essary for broad-gauge planning in child

day care. This does not mean that the

responsibility for funding or for setting

standards should rest entirely at the fed-

eral level, but that is where such powers

lie at the moment, and there seems to

be little disposition to assume major re-

sponsibility at either the state or the

local level.

Choosing a Day Care Center

Regardless of who is paying, a problem for most parents who are looking

for child day care is how to evaluate what they see. If parents have a choice

of day care centers and the choice need not be determined by money, these

clues may help in selecting the best facility for a child;

( 1

)

Does the staff seem reasonably relaxed and happy? If so, staff members

are more likely to treat each other with courtesy and to be sensitive to the

feelings of children and parents.

(2) Do the children seem relaxed, going about their activities with pleasur-

able concentration and a minimum of fretful attention-demanding? If so,

parents can safely assume that the children are getting a healthy amount of

individual recognition.

(3) Does the place seem clean but not sterile-"lived-in." but not cumula-

tively messy? If so, the atmosphere is probably a healthy one from both a

sanitary and an emotional standpoint.

(4) Does the staff treat parents as important to the child's well-being? If so,

the staff will probably not try to supplant them or to be critical of the parents

when talking with the child.

(5) Are parents welcome as observers, participant-volunteers, or even as

suggestion-makers? If so, the openness speaks well of professional security

among the staff members. Beware the director who wants parents to have no

direct contact with the staff.

(6) Does there seem to be a good balance between intellectual stimulation

for cognitive development and individual attention to emotional develop-

ment? If so, self-confidence, trust, and joyful play are properly regarded as

learning, along with "academic" skills.

All these characteristics reflect an attitude of caring on the part of the

director. Staff will be selected for their sensitivity and cheerful outlook on

life as much as for their training in the specifics of early childhood education,

and parents need have no fear of what their child will learn or how his or her

total erowth will be nurtured in such a center.

Adult day care

Day care for the elderly— or adult

day care, as it is more properly called

because infirmity is not always a func-

tion of age — is care in a group setting

away from the client's own home for

adults who do not need nursing but re-

quire daytime supervision in order to

continue living at home. Relatives,

friends, or part-time paid attendants may
not be able to provide 24-hour care, but

with several hours of well-supervised day

care, the person who can no longer man-

age alone is spared institutional place-

ment and separation from home. Despite

the similarities in child and adult day

care— funding, regulatory standards,

degree of dependency —the two pro-

grams serve different kinds of people.

Adults are adults, with a lifetime of ex-

perience, and their dependency is dif-

ferent from a child's. Until deteriora-

tion removes an old person entirely from

reality, that person needs to have as

much control as possible over the large

and small events of his life. When and

what to eat, when and where to sleep,

are examples of the everyday decisions

an adult has the right to make, whereas

a child's range of control is much more

limited.

Day care is not to be confused with

the social center to which senior citi-

zens can go for a few hours of recrea-

tion or social, political, civic, or cultural

activity when it suits them to do so. Such

centers are a splendid service to the

community, but they are being super-

seded by multipurpose centers that offer

the full range of services that the old

and frail need for a dignified independ-

ence in the community. These services

encompass such things as information

about local resources, medical care (hos-

pital day care in some cases), physical

and occupational therapy, and other

needs, plus social activities that provide

mental stimulation.

Many of the same problems that

plague day care for children also beset

the persons and agencies who would

provide sympathetic, competent care

for adults—how much staff, how many

of what kind of participants, at what

cost, and to whom? If the "participant"

is in day care because he needs super-

vision and personal attention, the nature

of his disability is obviously a factor in

how many participants can be cared for
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adequately by one staff member in the

center.

Whether a center fits the "medical

model" or the "social model" becomes

critical in determining standards and

sources of funding. Treatment-oriented

facilities receive large amounts of mon-

ey from the federal health agencies and

must necessarily have skilled, treatment-

oriented personnel. Therefore the cost

of care in a medical-model day care

center for adults is not much less than

full-time care in an institution. But the

saving in human values over institutional

care is incalculable. In a social-model

day care center for adults, the cost runs

to a national average of about S200 a

month, somewhat higher than the aver-

age for child day care ($125).

Obviously the standards for the medi-

cal model and the social model differ.

But the wide differences may arise more

from the source of the funding than from

the needs of the people who participate

in the programs. The line between the

person who can be almost completely

independent and the one who needs a

bit of help and supervision may be a

fine one. And some days may be better

than others. Ideally, a participant could

move from one type of care to another,

taking advantage of the range of services

as needed but not being subjected to

activities he did not need or want. But

such flexibility requires a very sophisti-

cated operation, and not many facili-

ties yet offer it.'

The question of standards becomes

subject to controversy according to the

involvement of the person holding the

opinion. Since cost is inextricably tied

to standards, who pays and who benefits

can become the adversaries in any argu-

ment about the level at which standards

for staff, space, program, activities, and

extra services should be set.

Arguments for public funding. As

in child day care, there are some per-

suasive arguments for public funding of

large-scale day care services for adults

—arguments that are based on a set of

assumptions. Common sense seems to

favor most of them, but these assump-

tions are not yet validated by controlled

research.

1. Day care is infinitely preferable in

human terms to full-time institutional

care. Therefore it is to society's advan-

tage to maintain a network of day care

centers at little or no cost to those who
need the service.

2. When old and chronically disabled

people prefer to remain in their own

homes or with willing relatives, they are

entitled to community-supported day

care when they need this service.

3. Good day care does much to pre-

serve the dignity of the partially depend-

ent person. Through this service, he will

learn to manage his physical and mental

resources in order to be as independent

as possible and to be as active and posi-

tive in attitude as possible.

4. Relatives can often keep an older

person at home if this does not disrupt

the normal family living pattern too

much, does not complicate or prevent

their normal working schedule, and does

not constitute more of a physical or emo-

tional burden than the family can sustain.

Having good day care available to sup-

plement the family's finite abilities is

sometimes essential to keeping an older

person at home.

5. Although day care does not mean

nursing care, medical rupervision and/

or consultation should be available and

some form of occupational, emotional.

or physical therapy, if needed, should

be planned as a part of the daily pro-

gram.

6. Social contact and intellectual sti-

mulus help retain mental alertness and

a capacity for enjoying life. Good day

care helps provide this contact and

stimulus.

All of these assumptions are predi-

cated on the further assumption that

the day care center and program will be

pleasant, ego-supportive to the individ-

ual, and adequately staffed and man-

aged. Some centers fall short of the ideal

because of the differences in personali-

ties, training, and talents of those who
run them and work in them.

The major issues in adult day care

are:

1

.

Should there be tax-supported cen-

ters for specified numbers of people who
are over 60 or 65 and/or chronically dis-

abled?

2. If so, should they be funded from

the local, state, or federal level or some

combination '.'Should the funding source

set the standards?

3. Should there be a licensing proce-

dure to assure that standards are met

and maintained? Who should administer

this regulatory function: Federal, state,

or local agencies? Social services, health

departments, mental health, or a new
agency for the aging?

3. The National Institute of Senior Cen-

ters, a private membership organization, has

jiist completed a set of recommended stand-

ards for such centers, available from the

headquarters office at 1828 L Street, N.W.,

Washington. D.C. 20036.

Durham residcni.^ cnjoting a daytime craft session with members of the Coordinating

Council for Senior Citizens staff.
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4. If the centers are to be tax-sup-

ported, should they be free to all old or

infirm persons who want to participate,

or should there be some requirements

for admission? Should the requirements

deal only with physical and mental con-

ditions or should they include ability to

pay? Who should determine the regula-

tions and who should administer them

— the center itself or an agency of the

community, and if the latter, which

agency?

These are complex questions, and any

answers seem to raise other tough ques-

tions. For example, who should decide

about the mix of senile and alert, rich

and poor, cultured and untutored? Or

what are the criteria by which such

matters are judged?

The Division of Social Services certi-

fies adult day care centers for partici-

pation in Title XX funding, just as for

child day care, but licensing of adult

day care centers is not required by law.

In other words, there are no regulations

to protect the health and safety of peo-

ple in adult day care except for local

ordinances and zoning requirements

that provide protection against common
hazards.

Funding, for the most part, comes

kom a variety of federal sources. The

most common plan is support from Title

XX through the county department of

social services, either in the form of pay-

ment for eligible individuals in programs

that have been certified by the DSS or a

project grant to develop and operate a

center. In some fortunate communities

the United Way helps, usually in con-

junction with one or more church

groups. But quality adult day care, like

quality day care for children, is expen-

sive.

The staff should have certain qualifi-

cations. But how their knowledge is used

and the intangible factors of judgment,

warmth, a sense of humor, tolerance of

irascibility, and simple patience with the

slow and forgetful are tremendously im-

portant whether the staff member is an

orderly, a psychiatrist, a social worker,

a recreation worker, or a cook. Staff

must have the human relations skills to

work well with both the participants and

their relatives. Many relatives feel guilty

about not caring for the old person or

the disabled family member at home.

This guilt seems to be much less when

the old person is in day care than when

he is placed in a nursing home or other

institution.

Funding influences programs. The

source of funding inevitably influences

the kind of program offered and the cli-

entele to be served. If funding comes

through mental health agencies, the

focus and objectives of the service differ

from the focus and objectives when the

funding is Title XX (social services)

money. With all federal funding, the

group to be served must be identified

and the grant is for a limited time. Un-

certainty in programming is inevitable,

because there is no guarantee that a pro-

gram can be continued: planning be-

comes almost an act of faith. Some ad-

ministrators find this uncertainty to be a

nearly impossible way to operate; others

find their faith justified and manage to

keep vital, high-quality programs rea-

sonably secure. The latter usually have

strong support in the community be-

cause they have developed a reputation

for maintaining a needed service, one

that people not only benefit from but

like.

Unfortunately not every community

has such a director, nor is the local

Council on Aging finding people and

resources to build programs to reach

the need in every community.

The Council on Aging is an organiza-

tion available on a city-, county-, or

district-wide basis throughout the state

that will help to plan a day care program

for the elderly and will put administra-

tors in touch with appropriate resources.

Each regional council of governments

has a consultant with information about

funding sources, program planning, and

so on. Consultative help is available at

the state level in the Office of Aging

and in the Adult Services Section of the

Division of Social Services.

Adult day care is not as widely avail-

able as child day care, and standards

are not yet matters of general concern.

But as the proportion of elderly increases

in the total population, the need for adult

day care will undoubtedly attract a group

of entrepreneurs who enter the field for

profit. When this happens, the debate

over standards will inevitably increase.

An informed public is the best protection

that adults in day care programs can ex-

pect. Regulation will probably not be-

come mandatory until the number of

adult day care centers is large enough for

abuse and exploitation to occur and be-

come evident. Obviously, the more the

public knows about what the service

should be and what is reasonable pav-

ment. the better the service will be,

whether by licensing requirements or

because pri\ate operators fill a con-

sumer demand.

Conclusion

Although child day care and adult day

care reflect different needs and their

funding sources differ, those who are

planning for the development of adult

day care programs should benefit from

the experience of people in child day

care. .\ program that meets the needs

of the individual client benefits both

adult and child day care. If the program

is good, it is expensive. Adult day care

is not a panacea; neither is child day

care. But appropriate and well-provided

day care can make a strong contribution

to community well-being.

We can predict what will happen in

child day care less safely than we can

predict for adult care. Child day care

will continue to be big business, but the

rate of growth in federal support is not

likely to continue at its present rate. The
gap between custodial care at minimum
cost and "enrichment" at much higher

cost may even widen as planning respon-

sibilities are left more and more to the

states through the use of block grants.

The trend will probably be toward more

Individual Child Care Arrangements

(ICCAs) and less center development

because of increasing demand from par-

ents for greater flexibility and more

options in the child care plans for which

financial assistance is available. The

wider range of choices for parents seems

a socially healthy move; any public

policy permitting only custodial care—
"warehousing" of children— would be

deplorably regressive.

In adult day care, as the proportion

of older citizens increases, the amount

of federal money will expand, and cen-

tralized multipurpose senior centers will

increase— perhaps almost as dramati-

cally as child-care centers did in the past

decade. The battle between private "for-

profit" facilities and subsidized com-

munity facilities will almost certainly

heat up. focusing largely on standards,

Iconlinued on p. 71
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Medicaid: Is the Program Working
In North Carolina?

James D. Johnson

This article was completed in early spring. 197X.

and did not include the changes that were made in

the Medicaid program during the 1978 legislative

session. Significant changes include the following:

(1) Repeal of the statutory provision that pre-

vented the state from contracting for Medicaid

claims-processing beyond December 31, 1979;

(2) Removal from the Social Services Commis-

sion of the rule-making authority for Medicaid. All

rule-making authority for Medicaid is now vested

with the Department of Human resources:

(3) Changing the state-county formula for the

nonfederal share of Medicaid payments for skilled

nursing and intermediate care facilities. The original

formula for allocating the nonfederal costs was 85

per cent state and 15 per cent county: the new ratio

is 65 per cent state and 35 per cent county for those

facilities not owned by the state. As part of this

package, the formula used in the Special Assistance

for Adults program to distribute the costs of homes

for the aged and family-care homes was changed.

Before 1978 the state and the counties had split the

costs 50/50. The new formula divides the cost 70 per

cent state and 30 per cent county. These changes

were made to encourage counties to use the lower-

cost rest-home bed as an alternative to a nursing-

home placement:

(4) Reducing the co-payments for hospital out-

patient services and dental services from S2 to SI

and S3 to $2 respectively:

(5) Restoring adult dental services that were

eliminated during the 1977 legislative session. A total

of S 16,000,000 was appropriated for this purpose:

(6( Increasing maximum net family annual in-

come standard for the medically needy. For example,

the maximum allowable income for a family of two,

which had been set at S2,200, is now S2,500. Addi-

tional funds were appropriated to cover the in-

creased cost of new eligibles.

THE RISING COST OF health care has

focused both public and legislative atten-

tion on North Carolina's Medicaid pro-

gram. During the 1977 session of the

General Assembly, rising costs forced

the adoption of a major cost-contain-

ment program as well as the curtailment

of certain services. Rising Medicaid

costs have also prompted the General

Assembly to undertake a wide-ranging

The author is a member of the North

Carolina General Assembly's Fiscal Research

Division with responsibilities in the area of

Human Resources and Correction. The views

expressed here are his and are not the policy

positions of the Fiscal Division or the Legisla-

tive Services Commission.

Bob Daughtry and Sharon Dantzler assist-

ed with earlier drafts of the article.

investigation of the entire area of health

costs as they relate to all citizens of the

state.

To provide some insight into the Medi-

caid program, this article will take a

comprehensive look at the program in

this state — including a summary of eli-

gibility services provided, costs trends

of the program, and claims-processing.

It will give some attention to the 1977

General Assembly's adoption of cost-

containment proposals in an attempt to

respond to rising Medicaid costs. Fin-

ally, it will attempt to provide some per-

spective between Medicaid and the over-

all cost spiral in medical care.

Medicaid came into existence in 1965

as a result of congressional action creat-

ing Title XIX of the Social Security Act.

It succeeded several earlier welfare-

linked medical-care programs, principal-

ly the Kerr-Mills program of medical

assistance for the aged. Every state ex-

cept Arizona has elected to pardcipate

in Medicaid, although states are not re-

quired to take part in the program. In

North Carolina overall responsibility for

administering the Medicaid program is

vested in the Division of Social Services

in the Department of Human Resources

(DHR). Within the Division, responsibili-

ty for the Medicaid program is divided

among three administrative units. The

Income Maintenance Section deter-

mines eligibility: the Financial Analysis

Section maintainsfiscal control over the

Medicaid program; and the Medical

Services Section monitors and super-
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vises claims-processors and coordinates

activities in the Medicaid program. All

changes in the state regulations govern-

ing the Medicaid program must be

approved by the Social Services Com-
mission (SSC). and the Advisorv' Budget

Commission must give final approval

before changes in provider rates or

service reductions can be made.

Eligibility requirements

North Carolina's Medicaid program

provides coverage for two groups of

eligible recipients: the categorically

needy and the medically needy. A cate-

gorical eligible is someone receiving

cash payment from some other public

assistance program: such a person usu-

ally automatically qualifies for Medi-

caid. Public assistance programs would

include Aid to Families with Dependent

Children (AFDC) and Supplemental

Security Income (SSI) for the aged,

blind, or disabled. If a state chooses to

establish a Medicaid program, then fed-

eral law requires that it pay for certain

medical services to the categoricallv

needy. Federal law gives each state the

option of covering a group of eligibles.

the medically needy, under the Medicaid

program. These are people who fit into

one of the public assistance categories

(AFDC or SSI) but have a high enough
income level or enough other resources

(property, bank accounts, cash value of

insurance) that they do not qualify for

payments under a welfare program.

However, these people do not have the

means to pay for medical care. There-

fore, North Carolina has elected to pro-

vide Medicaid coverage to the medically

needy, but only after they have spent a

portion of their income for medical care.

This expenditure (before a person can

receive services paid by Medicaid) is

commonly referred to as a spend-down.

The qualifying income levels for both

the categorically and the medically

needy are established by the legislature,

within the guidelines as established by

federal law and regulation and are set

out in the special provisions of the 1977

Appropriations Act. Table 1. taken from

this act. gives the income levels for these

two categories of eligibles. Anyone who
meets all of the other criteria for the

medically needy category but is above

these income levels must expend or

incur the difference between his actual

income and the maximum allowable in-

come on medical care before Medicaid

will begin to pay the bills. For example,

an individual with a net monthly income

of S200 applies for Medicaid. This per-

son's total income for one year would

be 52.400-5700 dollars over the 51.700

maximum allowed. Thus he would have

to spend S700 or incur that amount in

medical expenses during that year be-

fore Medicaid would pay for any ex-

penses. In addition, many aged or dis-

abled people are also under Medicare,

the program that covers hospitalization

for those over 65. In such cases of dual

coverage, state Medicaid programs may

"buy in" and pay for Medicare pre-

miums, deductibles, co-payments, and

services not provided by Medicare.'

Since 1970. when the Medicaid pro-

gram in North Carolina began, the num-

bers of persons eligible for Medicaid

has both grown and fluctuated— pri-

marily because of increases in the num-

ber of persons receiving AFDC. These

Table 1

Maximum Allowable Income

Levels for Medicaid Elisjibility

1. Of the total eligible recipients for Medi-

caid, the medically needy account for about

44 per cent of the total cost. The principal

reason why costs for the medically needy are

so much higher than for the categorically

needy is related to the services consumed by

each group. Although the available data are

not totally reliable, it appears that the medi-

cally needy use the more expensive services

such as inpatient hospitalization, skilled nurs-

ing facilities, and intermediate care facilities.

Categorical eligibles. although eligible for the

high-cost services, tend to consume cheaper

ser\ices such as physician visit.s. outpatient

hospitalization, and clinic services, and also

use these services less frequently. These dif-

ferences in consumption patterns are due

primarily to differences in age and disability,

with more of the medically needy falling in

the categories of blind, aged, or disabled.

Categorical aid recipients— primarily AFDC
recipients— tend to be younger and therefore

are relatively healthy compared with the

medically needy.

Another reason for this discrepancy be-

tween costs versus numbers of eligibles is

that the medically needy do not generally

apply for Medicaid unless they are already

faced with medical expenses. Categorical eli-

gibles. on the other hand, are determined

eligible when they apply for categorical aid

and continue to be eligible for Medicaid

during the entire period that they are eligible

for categorical aid. As a result, the use rate is

much higher among medically needy than

among categorical eligibles.

Family

Size'

Categoricallv

Needy
Medically

Needy

'

1

2

,1

4

51.452'

1.90H

2.196

2.400

4.020

S 1.700-

2.200

2.300

2.800

4.600

1

,

Income per annum.
2. .Assume that an individual with a monthly

income of S200 applied for Medicaid. The
maintenance allowance for one person for six

months would be S8,S0 (one-half of SI700I.

Therefore, this person must spend S."^?!) of his

own money ispend-do\>.n) for qualified medical
expenses before Medicaid will hei^in to pay any
medical expenses durinu any six-month period.

Source; North Carolina 1*^^

Act.

-Appropriations

individuals are in the group of categori-

cal eligibles that automatically receive

benefits under the Medicaid program.

The other groups of eligibles under the

program have remained fairly stable

since the Medicaid program began.

-

Critics of the process, which deter-

mines eligibility at the state and federal

level, claim that too many ineligibles

are qualifying for Medicaid. The North

Carolina General Assembly has given

special attention to the problem of main-

taining control over eligibility. For in-

stance , before 1 977 a person could trans-

fer any amount of property to a relative

and immediately meet the income levels

for Medicaid eligibility. However, last

year the legislature passed a law' that

requires a period of from one to three

years— depending on value of the prop-

erty—to elapse between transfer of

one's property and determination of

Medicaid eligibility. The penalities for

recipient and provider fraud were also

strengthened.^

Medical services and rates

paid to providers

Just as there are categories of people

who must be extended Medicaid cov-

2. Bob Daughtry. Jim Johnson, and John

Young. A Legislator's Guide to the North

Carolina Medicaid Program ( Raleigh: North

Carolina General Assembly. 1977).

3. N.C. GfN Si VI § 108-61.3.

4. N.C. C*N St XT §§108-48.-110.
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erage and people who may be extended

coverage, there are also services that

are mandatory and services that are op-

tional for a state to provide in its Medi-

caid program. Though it is not required

to do so by federal regulation. North

Carolina has decided not only to extend

Medicaid coverage to the medically

needy but also to provide the same

range of services to both the categori-

cally and medically needy. When a state

elects to have a Medicaid program, it

must provide certain basic required

services to the categorically needy.

These include: inpatient hospital care,

outpatient hospital care, other labora-

tory and X-ray services, skilled nursing

facility services, home health care, and

physician services. Other services such

as home health, private duty nursing,

clinic services, dental services, physical

therapy, intermediate care, and drugs

may be provided to the categorically

needy and are eligible for federal par-

ticipation. When a state decides to pro-

vide coverage to the medically needy, it

may offer the required services or it

may substitute some combination of

seven services, such as hospitalization,

skilled nursing care, and home health.

States can also impose certain limita-

tions on the coverage of both mandatory

and optional services. For example, a

state may limit the total number of days

within a given year that it will pay per

recipient for inpatient hospitalization,

or it may place a limit on the number of

skilled nursing days that will be allowed

per occasion of illness. Beyond these

limitations on usage, a state may require

prior approval before a particular serv-

ice is used. North Carolina now requires

such authorization by the North Caro-

lina Medical Peer Review Foundation

before a patient may be placed in either

a skilled or an intermediate care facility.

Figure 1 shows a breakdown of the

services provided in the North Carolina

Medicaid program compared with the

programs in the five surrounding states.^

The designation FMAP (Federal Medi-

cal Assistance Percentage) represents

the percentage of Medicaid services

costs borne by the federal government.

Of the six states listed in the figure.

North Carolina provides the most serv-

ices to both the categorically and medi-

cally needy under its Medicaid program,

with Virginia and Kentucky close be-

hind. Two states. South Carolina and

Georgia, provide services to the cate-

gorically needy only.

Rates paid to providers (doctors, hos-

pitals, pharmacies, etc.) under the North

Carolina Medicaid program were estab-

lished by the General Assembly in the

1977 Appropriations Act. The services/

payment schedule to be used for fiscal

year 1977-78 are shown in Table 2. No
changes in services or payments for serv-

ices may be made in the Medicaid pro-

gram by the Department of Human Re-

sources or the Social Services Commis-

sion without final approval of the Gover-

nor and the Advisory Budget Commis-

sion . Reimbursements for services in the

Medicaid program to phvsicians are cal-

culated on the basis of the actual charge

for the service. Hospital reimburse-

ments are based on allowable costs,

which takes into account such things as

depreciation and operating expenses,

with settlements made at the end of

each year if the actual costs have ex-

ceeded or gone below the reported

costs. Reimbursements to skilled nurs-

ing homes and intermediate care facili-

ties have, in the past, been based on

allowable costs but with a maximum
charge per day. The method used to

calculate the reimbursement rates to

skilled nursing and intermediate care

facilities was changed this year when a

new federally mandated rate plan went

into effect. All costs in both hospitals

and long-term care facilities must be

documented and are subject to an audit

conducted for the Medicaid program

by Blue Cross-Blue Shield of North

Carolina.

Federal regulations permit a slate to

establish a co-payment requirement for

Medicaid recipients — the amount the

individual pays for services. Federal reg-

ulations forbid a co-payment for man-

datory services that are provided to the

categorically eligible. The theory that

underlies this policy is that those Medi-

caid eligibles with the lowest incomes

should not be required to pay a co-pay-

ment when they receive a certain serv-

ice. A co-payment may be required for

the categorically eligible for optional

services, and co-payments are allowed

for all services provided to the medically

needy. Federal regulations set an upper

limit on the amounts charged for co-

payments, and these amounts are sub-

ject to HEW audit.

The 1977 Appropriations Act estab-

lished the amount of co-payment to be

paid by the recipient for Medicaid serv-

ices. Table 3 lists amount of co-payment

for services. Over the last several years

the General Assembly has taken the

position that co-payments should be the

maximum allowed by federal regulation.

As part of the Medicaid cost-contain-

ment legislation that was adopted during

this past session, certain co-payments

were increased.

Utilization review

Federal Medicaid regulations require

that patient use be reviewed in hospi-

5. All graphs and charts on Medicaid ex-

penditures in North Carolina were taken from

A Legislator's Guide to the Norih Carolma

Medicaid Program.

Figure 1

Medicaid Service Comparison in Six States
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tals. skilled nursing, and intermediate

care facilities. In the acute care hospital

this includes an admission, concurrent,

and retrospective review of a Medicaid

recipient's hospital stay. For all long-

term care patients, a review and approv-

al must occur before a Medicaid recipi-

ent can be placed in a skilled or inter-

mediate care facility. After a patient is

placed in a long-term care facility, a

periodic review is made, usually every

si.x months, to determine whether he

should remain in a given level of care.

The North Carolina Medical Peer Re-

view Foundation, which was organized

in 1973 at the direction of the Executive

Council of the State Medical Society,

reviews patient use for the state Medi-

caid program. All licensed physicians in

North Carolina may join the foundation

and approximately one-third are mem-
bers." The foundation has been desig-

nated a Professional Standards Review

Organization (PSROi Support Center,

by contract with the Department of

Health. Education, and Welfare iHEW).

There are eight PSRO areas in the state.

6. North Carolina Medical Peer Review

Foundation. Annual Report iRMetgh: North

Carolina PeerRe\ie\v Foundation. H""^!. pp.

1-

As nan of its continuing obligation to both

Table 2

North Carolina Medicaid Services and Pavment

Schedule for FY 1977 and FY 1978'

Services

Hospital I inpatient!

Hospital I outpatienti

State mental and specialty hospitals and

Pavment Basis

Allowable costs.

90 per cent of allowable costs.

mental retardation centers i all Medicaid Allowable costs.

services including mental, medical.

intermediate care, and skilled nursing

carei

Skilled nursing facilities

Drugs

Allowable costs not to exceed $28.00 per day.

Drug cost as allowed by federal regulation

plus $2.50 professional service fee per

month excluding refills for same drug

or generic equivalent during the same
month.

Physicians

Chiropractors

90 per cent of allowable usual and customan,

charges.

90 per cent of allowable usual and customan.

Dental

charges.

90 per cent of allowable usual and customan,

charges for children under 21 years old

referred by the Early Periodic Screening

Home health

and Diagnostic Treatment Program
1 EPSDTi.

Allowable costs.

Optical services

Medicare buy-in

90 per cent of allowable usual and customan,

charges.

Social Securin .Administration premium
Clinics (public healthi Allowable costs.

Ambulance services 100 per cent of allowable, reasonable, usual

and customarv charges.

Pre-21 screening

Hearing aids

Clinics 1 mental healthi

See specific services, i.e.. Physician and Clinic.

80 per cerii usual, customary, and reasonable

charges i including dispensing fee).

Allowable costs (federal portion only; non-

federal share covered by state local

Intermediate care facilities

operating fundsi.

Allowable costs not to exceed $23.3(3 per day.

Family planning See specific senices. e.g.. hospital physician.

and clinic.

Independent laborator,- and X-ray services 90 per cent of allowable usual and customary

Optical supplies

charges.

100 per cent of reasonable wholesale cost

of materials.

Source: A Legislator's Guide to the North Carolina Medicaid Program (Raleigh: North Carolina General
Assembly. 19'^*'i.

As they become fully operational over

the next two years, the PSROs will re-

view acute-care hospital use for both

Medicare and Medicaid,

Changes in cost and utilization

in the Medicaid program

Since the Medicaid program began in

fiscal year 1969-70, its costs have risen

rapidly , even through the period of wage

and price controls in 1973-74, Figure 2

shows the growth in Medicaid costs

from 1969 through the fiscal year ending

June 1977. In percentage terms the in-

crease in total cost from 1970-71. the

first full year of program operation, to

the close of fiscal year 19'76-77 was 187

per cent. But examination of total costs

only masks significant changes that have

occurred in service mix within the North

Carolina Medicaid program since it

began.

Medicaid is financed jointly with fed-

eral and state funds: The current federal

contribution ranges from 50 per cent to

78 per cent: it is basically administered

by each state within certain broad federal

requirements and guidelines. In 1969 the

General Assembly authorized North

Carolina to participate in the Medicaid

program and appropriated funds for this

purpose. The federal share of Medicaid

costs is determined by a statutory for-

mula designed to provide a higher per-

centage of federal matching funds to

states with low per capita incomes.' In

practitioners and providers of medical care

in North Carolina, the Medical Peer Review

Foundation is actively developing various

kinds of review programs to help ensure that

the responsibility for the review of medical

senices remains with the practicing physi-

cians not with governmental agencies." "The

North Carolina Medical Peer Review Foun-

dation. Inc.." North Carolina MedicalJournal

I December, 19741, 750.

When the review work is in full operation,

foundation review teams— each composed of

a review physician, nurse, and medical social

worker— will evaluate the quality of patient

care and appropriateness of the level of care.

Each eligible patient will be reviewed two or

three times a year

7. Subcommittee on Health and the En-

vironment of the Committee on Interstate

and Foreign Commerce. United States House

of Representatives. Data on the Medicaid

Program: Eligibility. Ser\ices. Expenditures.

Fiscal Years /96^- 77 (Washington. 19771. pp.

35-36.
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1969 the federal share in North Caro-

lina was 75.38 per cent; by 1977-78 it

had declined to 67.81 per cent. The de-

cline during this period came as a result

of a gradual increase in the state's per

capita income. This matching rate ap-

plies, however, to medical provider pay-

ments only. The major exception to this

matching rate for medical services is

family planning, in which the federal

government pays 90 per cent of the

costs. Other portions of the Medicaid

program relating to administration carry

other federal matching rates. Adminis-

trative costs are generally matched by a

50 per cent federal contribution, except

for the Medicaid Management Informa-

tion System (MMIS) costs, of which the

federal government will pay 90 per cent

of the development costs and 75 per

cent of the operating costs. The federal

government totally covers the costs of

skilled nursing facility inspectors and

pays 75 per cent of the cost of any pro-

fessional medical personnel used in pro-

gram administration.

There are no federal statutory or reg-

ulatory requirements on what govern-

mental unit will pay the nonfederal por-

tion of the Medicaid program costs. In

North Carolina the General Assembly

has determined that the state will pay

85 per cent and the counties 15 per cent

of the nonfederal share of the reim-

bursements to prov/der.s of medical serv-

ices. The statutory authorization for this

division of the nonfederal share is found

in the Appropriations Act and is subject

to legislative change. The nonfederal

portion of the administrative costs of

the Medicaid program are not divided

between the state and counties by the

85:15 formula. Rather, the legislature

appropriates a block of money to aid

county administration, and the indivi-

dual county is left to pay whatever re-

mains of the nonfederal share.

Table 4 looks at Medicaid expendi-

tures by major service areas from 1970-

77. In the first full year of operation,

1970-71, expenditures totaled S98.1 mil-

lion. For that year inpatient hospitali-

zation totaled slightly over 31 per cent

of program costs, and drugs, physician

fees, and nursing homes made up an-

other 46 per cent of the total. Adminis-

trative costs for the first year and those

that follow include the costs to both the

state and the counties. Included within

this area are all county costs for deter-

mining eligibility. The segment of the

chart labeled "Cost Settlement" that

appears first in 1972-73 is for costs in-

curred in one year, although final pay-

ment is not made until the next year

after an audit conducted by Blue Cross-

Blue Shield of North Carolina.

In fiscal year 1973-74 a significant

change occurred in the Medicaid pro-

gram with the addition of payments to

intermediate care facilities (ICFs). The
ICFs provide a level of medical care

below that of a skilled nursing facility

(SNF) and in general receive a lower

per-day reimbursement rate. In the first

year of operation, ICFs accounted for

only 2.3 per cent of total expenditures.

By 1975-76, state-owned and privately

owned ICFs accounted for over 25 per

cent of total expenditures. The state-

operated ICFs are located primarily in

the states four mental retardation cen-

ters. In 1975-76 the costs of long-term

care facilities exceeded the costs of in-

patient hospitalization. By 1976-77 Medi-

caid costs had risen to 5281,599,179,

with inpatient hospitalization and long-

term care accounting for over 57 per

Table 3

North Carolina Medicaid Co Payment Schedules

Eligibility

Service Categorically Medically Co-payment for

Needy Needy Each Occasion

of Service

Hospital

(inpatient) X $2.00

Hospital

(outpatient! X 2.00

Physicians X 1.00

Optometrists X 1.00

Drugs X X .50

Dental X X 3.00

Chiropractors X X .30

Optical supplies

and services X X 2.00

Mental health

services X X 1.00

Health departments X X 1.00

Source: A Legislator's Guide m [he Norlh Carolina Medicaid Proiiram iRaleiiih: North Carolina General

Assembly, 1977).
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cent of total costs. For the 1977-79 bien-

nium. Medicaid costs are budeeted at:

Fiscal Year Fiscal Year

1977-78 1978-79

Total S294.627.570 S322.295.039

Federal 196.155.895 214.708.570

County 16.731.860 18.104,767

State 81.739.815 89.581.702

Long-term care. The greatest growth

in North Carolina's Medicaid program

has come in the areas of skilled nursing

and especially intermediate nursing

care. Both skilled and intermediate care

were developed as alternatives to long

stays in costly acute care hospitals. Fed-

eral regulations require that skilled nurs-

ing care be provided in any Medicaid

program in which inpatient hospitaliza-

tion is provided to the categorically and

the medically needy. Intermediate care

is an optional service that a state may

elect to provide in its Medicaid program

.

In North Carolina intermediate care is

provided to both categorically and med-

ically needy recipients.

Increases in long-term care may be

attributed to several factors. First. North

Carolina now has a high percentage of

persons over 65. with estimates for 1977

at 536.704 in a total population of

5.600.332." In 1970 the over-65 popula-

tion stood at 412.038 in a total popula-

tion of 5.084.411 — an increase of ap-

proximately 30 per cent in seven years.

Another reason for the increase in

long-term care expense may be that in

recent years children are unable or un-

willing to care for aging parents and

relatives in their homes. Other reasons

for heavy expenditures for long-term

stays, particularly in intermediate care

facilities, relate to the structure of other

third-party reimbursements, especially

Medicare — the program that covers

hospitalization expenses for those over

65. Medicare places a limit on the num-

ber of paid days in a skilled nursing facil-

ity. Medicare pro\ides no reimburse-

ment for a stay in an intermediate care

facility. Blue Cross and other private in-

surance carriers will generally pay for

some amount of skilled nursing care,

depending on the terms of a particular

policy. Intermediate care, however, is

8. Based on population estimates prepared

by the North Carolina Department of .Ad-

ministration.
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not covered. Thus if an individual must

spend an extended period in a skilled

nursing or intermediate care facility,

Medicaid most often becomes the payer

of last resort. On a national basis, the

Medicaid program bears much of the

cost of providing long-term care. North

Carolina has decided to upgrade the

level of care in many of the wards of the

four state mental retardation centers to

ICF level. Increased funding in these

facilities comes at a time when the state

is under suit from such groups as the

Association for Retarded Citizens over

the right to treatment.

It should also be noted that certain

types of residential care for the elderly

are not reimbursable under either Medi-

care or Medicaid. In North Carolina

these facilities are usually referred to as

homes for the aged or rest homes. Pay-

ments for this type of residential care

falls under the Special Assistance for

Adults (SAA) program, which is paid

for on a 50-50 basis from state and

county funds. Even though the total

cost of the rest home is generally far

less than an ICF or SNF, the cost to the

county is usually more because the

county is obliged to pay half the cost,

while for an ICF or SNF the county

portion is less than 5 per cent of total

cost. Some observers have felt that the

discrepancy between the formula used

in SAA and Medicaid might provide an

incentive for counties to make more

frequent use of the ICF or SNF.

In North Carolina present estimates

are that 65-70 per cent of the beds in

SNFs and ICFs are filled with Medicaid

patients. Overall occupancy rates in

SNFs and ICFs are averaging 90 per

cent throughout the state, with some

counties having occupancy rates above

95 per cent. As of August 1977, there

were 18,553 ICF and SNF beds that were

either being used or under construction

in the state. Another 2,541 had been

approved for construction by the state

health planning agency. Given the num-
ber of beds available and the fact that

they are so heavily used by Medicaid

patients, the costs in this portion of the

program will continue to rise.

History of Medicaid

claims-processing

Probably the greatest controversy and

public attention in North Carolina's

Medicaid program tiver the last two

years has centered on the processing of

claims. During this period the state has

had contracts with four separate com-

panies for processing claims in various

portions of the Medicaid program.

Following legislative authorization of

the Medicaid program in 1969, the state

contracted with Blue Cross-Blue Shield

of North Carolina to process claims as

fiscal intermediary for the program. A
company that operates as a fiscal inter-

mediary in the Medicaid program re-

ceives claims from providers, pays those

claims that it considers valid, and re-

ceives payment on a cost-per-claim basis.

The company, however, assumes no

overall responsibility for keeping total

expenditures within a fixed budget. Blue

Cross also audited all hospitals partici-

pating in the Medicaid program to deter-

mine whether amounts received were

"allowable costs" under federal and state

regulations.

In May 1972. after a study by the De-

partment of Administration, the state

announced that all portions of the Medi-

caid program, including claims-process-

ing, would be administered by the state,

effective January 1, 1973. From 1973

through April 1975, the state processed

all Medicaid claims except those for pre-

scription drugs, which were handled by

Paid Prescriptions, Inc., of California.

Health Applications Systems Con-
tract. In April 1975 North Carolina en-

tered into a two-year prepaid insurance

agreement in the amount of S376 mil-

lion with Health Applications Systems

(HAS). Under this contract. HAS as-

sumed all administrative responsibilities

for the program except for: determining

eligibility, inspecting and certifying pro-

viders of service, setting overall program

policy, paying prescription drug claims,

and paying year-end settlements to pro-

viders. The contract placed a ceiling on

the state's Medicaid cost, with any addi-

tional increases above the contract price

to be absorbed by HAS. The contract

also contained a provision that any sav-

ings that occurred would be shared 75

per cent to the state and 25 per cent to

HAS.
In 1974 North Carolina had con-

tracted separately with HAS to develop

a Medical Management Information

System (MMIS). Health Applications

Systems had also been involved in the

North Carolina drug contract as the data

processor for Paid Prescriptions. Inc.,

and through that contract had a detailed

knowledge of North Carolina's Medi-

caid program — particularly numbers of

eligibles. use rates, and cost. As a re-

sult of both the MMIS contract and

HAS's knowledge of North Carolina's

Medicaid program, HAS proposed to

contract with North Carolina for the

rest of the Medicaid program on a pre-

paid basis.

In October 1974 a group of consult-

ants, Warren King and Associates, pre-

pared a study for the Department of

Human Resources on the state's Medi-

caid program. Their report, released in

early 1975. estimated that substantial

savings in Medicaid administration

would result from a prepaid contract.

When the state sent out its request for

proposals to prospective bidders, it re-

ceived a response from only one com-

pany, HAS.
Before DHR could complete the con-

tract with HAS, prepaid contracts in the

Medicaid program had to have legis-

lative authorization. The legislature

amended G.S. 108-60 in 1975 to author-

ize the use of prepaid arrangements in

Medicaid through 1977. All contracts

awarded under this provision were sub-

ject to the Advisory Budget Commis-
sion's final approval.

After North Carolina decided to enter

into a prepaid agreement with HAS,
questions were raised in Congress about

the federal government's role in moni-

toring the implementation of the agree-

ment. In May 1975 the United States

Senate Subcommittee on Health re-

quested that the General Accounting

Office (GAO) investigate the awarding

of the contract to HAS and assess HEW's
capability to monitor such agreements.

In early May of 1976, HAS notified

the state that it was considering cancel-

ing the prepaid contract because of "a

trend which has led us to conclude that

the company may ultimately sustain a

loss under the contract in excess of our

reinsurance." During May, June, and

July, state officials and representatives

of HAS met frequently to try to resolve

the contract dispute. In the end, how-

ever, the risk or prepaid portions of the

contract were terminated in August 1976

by mutual agreement of the state and

HAS. after the required four-month

notice by HAS. Under the terms of this

agreement. HAS was to function as a
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fiscal intermedian' for the rest of fiscal

year 1976-77 and would receive addi-

tional funds to cover cost increases in

the area of skilled and intermediate care

and for administrative expenses.

In July 1976 GAO issued its report on

North Carolina's contract with Health

Application Systems. The report was

critical of the procedures that the state

had used in evaluating the bid that was

originally submitted by HAS and of the

estimated savings that were claimed by

DHR when the prepaid contract was

awarded."

Immediately after the termination

agreement was reached with HAS.
Governor Holshouser instructed the

Department of Administration to begin

preparing a request for proposals from

companies that might be interested in

processing claims for the Medicaid pro-

gram. On November 16, 1976, the Advi-

sory Budget Commission gave final

approval to a new contract for claims-

processing with Electronic Data Sys-

tems-Federal (EDS-F) of Dallas, Texas.

This contract ran from January 1. 1977.

through July 1, 1977, with an option to

extend for one year at the current price.

After the one-year extension, the con-

tract could be extended for three one-

year periods by mutual agreement of

the state and EDS-F. On July 1. 1977.

the state extended the contract for

claims-processing for another year, and

EDS-F is now processing all Medicaid

claims except drug claims.

Processing drug claims. From July

1976 through August 1977 three sepa-

rate companies — Paid Prescriptions.

Inc.. Electronic Data Systems-Federal,

and The Computer Company — have at

various times been responsible for proc-

essing drug claims. On August 2. 1976,

after a debate of several months, the

Advisory Budget Commission awarded

a new contract for processing prescrip-

tion drug claims. The new contract was

awarded to EDS-F for a period begin-

ning August 1. 1976. and ending June

30. 1977. On July 29. 1977. the Advisory

Budget Commission awarded a new one-

year contract for processing drug claims

to The Computer Company (TCC) of

Richmond. Virginia. Both awards were

9. Controller General of the United States,

North Carolina's Medicaid Insurance Agree-

ment: Contracting Procedures Need Im-

provement iWashington. 1976).

based largely on the low bids submitted

bv the two companies.

Problems with processing claims. Be-

yond the paperwork and cash-flow prob-

lems created for medical providers by

the failure of the HAS contract and the

changes in drug-claims processors, sev-

eral points can be made about the state's

recent experience in processing Medi-

caid claims. The HAS contract may well

have been doomed from the outset be-

cause it was based on an essentially

faulty premise. This assumption was that

a private company, acting as an inter-

mediary under a prepaid risk contract,

could contain the costs in the Medicaid

program. An intermediary, however, can

control only his administrative costs,

eliminate duplicate and fraudulent

claims, and have some impact on abuse

through reviewing use. To the extent

that these can be successfully accom-

plished, a savings may occur. But an in-

termediary cannot control eligibility de-

termination, use rates.or provider costs.

Perhaps most important, the interme-

diary has absolutely no control over the

general inflationary trend in health-care

costs. Therefore, one might well con-

clude that the contract with HAS would

have worked only if eligibility, use. and

inflation remained relatively constant

and within the budget estimates for the

Medicaid program. If any of these vari-

ables changed dramatically, particularly

use rates for a particular service or ac-

celerated inflation in medical costs, then

cost overruns would occur and the inter-

mediary would encounter severe finan-

cial difficulty. This is precisely what

happened to HAS. Use rates, especially

in the area of intermediate care, con-

tinued to increase at a dramatic rate,

and when coupled with the long-term

trend in the cost of medical care, the

company could not live within a fixed-

price contract.

Second, contracts with private firms

for claims-processing should be for peri-

ods of at least two years to minimize the

disruptions for medical providers and to

eliminate the high start-up costs that

must be incurred by the state with every

new contract. Multiyear contracts

should allow the state to purchase claims-

processing at the lowest cost per claim.

A contract of several years' duration

would also allow the private company

to build a working relationship with the

medical community, which is essential

if claims are to be processed efficiently.

Finally, it is clear that the state has

never adequately evaluated the relative

cost benefits of having Medicaid claims

processed by a private company and by

an in-house. state-operated system. This

is true with respect not only to the deci-

sion to contract with HAS but also to

the decision two years earlier to end the

contract with Blue Cross-Blue Shield

and make the claims-processing a state-

run operation.

A contract for making such an evalu-

ation was recently awarded to the firm

of Peat. Marwick. and Mitchell. On
March 15 of this year the Secretary of

Human Resources. Dr. Sarah Morrow.

released the report. Peat. Marwick. and

Mitchell recommended:'"

The state should not process or per-

form utilization reviews in-house at the

present time for the following rea-

sons: (1) Responsibility for the Medi-

caid program within the Division of

Social Services is fragmented: the

addition of claims-processing and util-

ization review would compound the

situation. (2) The projected cost ad-

vantages for in-house claims-proces-

sing are not significant enough to war-

rant the risks. (3) The current eligibil-

ity system operated by the Division of

Social Services must be corrected be-

fore either fiscal agent or in-house

claim-processing can operate effec-

tively. (4) National health insurance

may significantly change the struc-

ture of the Medicaid program in the

near future. Thus, the state's invest-

ment in developing an in-house pro-

cessing capability may only be useful

for a short period of time. (5) The

utilization review activities of the

North Carolina Medical Peer Review

Foundation are expected to gradually

decrease as the Professional Stand-

ards Review Organizations become

more active. Also, there is no signifi-

cant cost savings to be expected from

in-house operation of the utilization

review function.

All drug and nondrug claims should

be processed by a single fiscal agent

10. Peat. Marwick. Mitchell and Company,

Report on Medicaid Program Administra-

tion in North Carolina February 197S. State-

ment of Secretary of Human Resources (Dr.

Sarah Morrow). March 15, 1978.
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under a four-year contract, with a

two-year renewal option.

Ail utilization reviews, including

the drug utilization review now per-

formed by TCC, should be performed

under a four-year contract.

At her March 15 press conference.

Secretary Morrow announced that .a

separate Division of Medical Assistance

would be created within the Department

of Human Resources to assume full re-

sponsibility for the Medicaid program.

The present contracts with EDS-F, TCC,

and the North Carolina Medical Peer

Review Foundation would be extended

until June 30. 1979. After that point all

drug and nondrug claims-processing

would be consolidated into a single

multiyear contract.

Medicaid cost containment

Activity in the 1977 legislative session.

Because the public was so interested in

the failure of the prepaid contract with

HAS and in the problem of mounting

medical costs, the 1977 General Assem-

bly scrutinized the Medicaid program

more closely than in any session since

the program was established. In January

1977, soon after the legislature con-

vened, the Appropriations Committee

and the Hunt Administration expressed

concern that the Medicaid cost estimate

reflected in the recommendation of the

Governor and the Advisory Budget

Commission would not be sufficient to

cover the mounting costs in the pro-

gram. In March the Joint Appropria-

tions Committee on Human Resources

and Corrections and the Joint Base Bud-

get Committee instructed the staffs of

the Division of State Budget, DHR, and

the legislature's Fiscal Research Divi-

sion to re-examine the Medicaid cost

projections for the 1977-79 biennium. In

April the three staffs gave the legisla-

tive committees their report, which said

that— given current projected eligibility,

use patterns, and medical cost trends—
state costs for Medicaid in the coming

biennium would probably exceed the

recommendations of the Governor and

the Advisory Budget Commission by

almost $14.5 million in fiscal year 1977-

78 and S20.8 million in 1978-79. These

projected deficits were based on the

assumption that no further cost-contain-

ment measures would be put into effect.

The legislature's appropriations com-

mittees carefully reviewed the medical

cost-containment options and eventual-

ly adopted a group of these options

based on the recommendation of the

Secretary of Human Resources. In this

way the state was able to balance the

projected 514. 5 million deficit for fiscal

year 1977-78.

These recommendations included re-

couping or otherwise controlling the

costs of approximately 57 million in non-

service-related options and eliminating

the dental program for nearly all cate-

gories of eligibles. The projected savings

from this cut was approximately 54.

5

million.

The savings in nonservice-related

costs include: increased third-party col-

lections, increased copayments for cer-

tain services, better review of use. fraud

and abuse controls, limiting property

transfers as they affect Medicaid eligi-

bility, and limiting administrative days

in hospitals to a maximum of three.

Two other cost-containment options

adopted by the legislature merit special

attention. The first was the requirement

that generic, rather than trade-name

drugs be dispensed for Medicaid recipi-

ents. The 1977 Appropriations Act re-

quires the pharmacist to issue the ge-

neric drug where one exists, unless the

physician instructs him, either orally or

in writing, to dispense as written. The

second was a freeze on the reimburse-

ment rates to all health care providers

on the basis of their rate on April 1,

1977. Excluded from the freeze are hos-

pital inpatient units, intermediate care

facilities for the mentally retarded, and

drugs. The rates for intermediate care

facilities and skilled nursing facilities will

no longer be frozen when the new cost-

related reimbursement plan, required by

federal regulation, is implemented. The

freeze on all provider rates will end on

June 30. 1978.

The projected savings in nonservice-

related costs and from the deletion of

the dental program totaled almost 51 1 .5

million. The legislature appropriated an-

other S3 million to make up the remain-

der of the 514.5 million projected deficit.

No final decisions were made with re-

spect to the second year of the bien-

nium pending the General Assembly's

review of cost projections in May 1978.

As part of its overall concern with the

whole area of rising medical costs, the

General Assembly created the Legisla-

ti\e Commission on Medical Cost Con-

tainment, which is to study the present

health care system in North Carolina

and the cost trends associated with the

system, including the Medicaid pro-

grams.

It is to make recommendations on

cost-containment proposals for the

state's Medicaid program, and any other

medical service or reimbursement pro-

grams operated by the state.

The Commission consists of six sena-

tors appointed by the Lieutenant Gov-

ernor and six representatives appointed

by the Speaker of the House. The co-

chairmen. Senator W. Craig Lawing of

Mecklenburg County and Representa-

tive Ted Kaplan of Forsyth County,

were each appointed by the respective

presiding officers. The Commission is

to make an interim report by April 1,

1978, and its final report by April 1,

1979. Since October it has met with pro-

vider groups, state Medicaid officials,

recipient groups, and congressional and

HEW officials to discuss various issues

relating to rising medical costs. It will

also visit medical providers throughout

the state in the coming months,

Medicaid and medical care cost con-

tainment. The problem of Medicaid

costs is part of the whole issue of con-

taining health costs for each individual

in this country. Medicaid recipients pur-

chase services from the same providers

as you and I. and the variables that pro-

duced sharp increases in Medicaid over

the past two years have also contributed

to the increased costs of Medicare. Blue

Cross-Blue Shield, and commercial in-

surance carriers. Any successful attempt

to contain the cost of Medicaid will

ultimately have to come to grips with

rising costs throughout the entire health

care system. Under the present third-

party reimbursement system, neither

providers, consumers, nor third-party

payers (insurance companies. Medicaid

and Medicare) are at risk — that is. in

danger of financial loss for the cost of

medical care. As the overall costs of

medical care rise, the consumer risks

only the marginal increase in the cost of

health insurance. In most instances the

increases in the costs of health insurance

are shared by employer and employee.

Providers of medical services are assured

Iconlinued on p. 72l
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Medicaid: Help for the Poor and Elderly^ but

A Thicket of Problems for Hospitals

John Marston

ON JULY 19. 1977. an 85-year-old woman, whom we

shall call "Mrs. Jones." was admitted to Annie P^nn

Memorial Hospital in Reidsville with a diagnosis of

multiple decubitus ulcers, possible urinary tract infec-

tion, possible seizure disorder, dehydration, and poor

nutritional status. By July 28, Mrs. Jones was well

enough to be placed in a skilled nursing facility (SNF).

But even though Mrs. Jones was in better health, the

hospital knew that its problems were just beginning.

On August 1, Mrs. Jones was officially approved for

SNF placement, but the approval form only gave the

hospital social worker a hunting license. Her search for

a long-term care facility with an available bed that would

accept Mrs. Jones would be frustrating. Indeed, it took

seventeen days and thirty-nine telephone calls to make
the placement.

The search began on August 2. On that day the social

worker contacted five nursing homes and the next day

another seven, all of which reported no available beds.

On August 4, Mrs. Jones's condition became worse and

her physician instructed that placement efforts be

temporarily halted. Then, eleven days later, on August

15, her condition improved to the point that placement

efforts could be resumed.

The social worker began calling nursing homes again.

By August 17, thirteen facilities either reported no

vacancy or would not accept Mrs. Jones because of her

condition. Finally, on August 18, after fourteen more

calls (a total of thirty-nine individual attempts— some

as far away as a hundred miles), a nursing home and re-

habilitation center in the central part of the state agreed

to accept Mrs. Jones.

This problem of placement is by no means isolated.

Granville Hospital in Oxford, among others, also em-

The author was formerly Vice-President of the North Carolina

Hospital Association and now is Executive Director and Chief Execu-

tive Officer. Georgia Hospital Association.
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ploys a full-time professional social worker who deals

with nursing home placements on a regular basis. But it

too has difficulties in placement. According to former

director Charles T. Frock, its record is as follows:

Length of time Approximate

before placement percentage

Less than three days 3%
Four to eight days 12

Nine to twelve days 45

Over twelve days 40

Lack of nursing home beds

creates statewide problems

This documented incident reflects the major Medi-

caid-related problem facing hospitals in North Carolina

— placing patients in a lower level of care after they no

longer need acute care.

This long-standing problem for general, acute-care

hospitals was aggravated by legislation passed by the

1977 General Assembly. Effective on July 1. 1977. the

General Assembly reduced from ten to three the num-

ber of days that hospitals have to place a Medicaid

patient in a long-term care bed. After three days all

Medicaid payments to the hospital cease.

"The hospital cannot simply sit the patient on the

curb or call a taxi," Thomas E. Gerlarden, former

president, Lexington Memorial Hospital, said. "We
employ a full-time social worker who works very hard

on these cases, but there are times when we simply can-

not get the patient out even in 10 days."

Why do hospitals have such difficulties in placing

patients in nursing homes after a medical review board

determines that acute care is no longer required?

According to Thomas R. Matherlee, Executive Direc-



tor of Gaston Memorial Hospital, these six basic con-

straints are largely responsible:

1. The state process for eligibility determination is

slow and we have to wait for the determination.

2. There are no beds available in skilled nursing

facilities (SNFs) or intermediate care facilities

(ICFs) in our area.

3. The SNF or ICF has no physician to follow the

care of the patient there.

4. Members of the patient's family refuse to take him

into their homes.

5. No home health-care service is available to meet

the patient's needs. The public health program in

home health services has more than it can handle.

6. The patient has nowhere to go but cannot live

alone.

Who pays?

When payment is completely cut off and the hospital

incurs daily costs for the uncompensated care rendered

to the patient who still occupies a bed, who pays for

such care? You do. if you go to the hospital this year.

"The cost of taking care of that patient beyond three

days is simply reworked into the rate structure of the

hospital," according to Joseph H. James, Jr., adminis-

trator of Wayne County Memorial Hospital, "and the

private paying patient through either his insurance

carrier or direct payment to the hospital will end up

carrying the cost of those additional services not paid

for by the Medicaid program. This is a simple fact of

life, which we all have to live with. There is no such

thing as 'free care" in a hospital."

This approach is reluctantly used by all hospitals to

recover for uncompensated care, but it is hardly an

ideal solution to the problem.

Robert G. Jeffries, administrator of Albemarle Hos-

pital in Elizabeth City, comments: "It is totally unrea-

sonable to expect the remaining patients of the hospital

to bear the costs of these patients. This is a burden

every taxpayer should bear through Medicaid payments

from tax revenues rather than by the few people who
are unfortunate enough to be ill and saddled with their

own medical expenses."

Hospitals dependent on nursing homes. In another

major cost-cutting action, the 1977 General Assembly

froze all Medicaid provider reimbursement rates for

fiscal year 1977-78, except for inpatient hospital care, at

their levels as of April 1. 1977.

Nursing homes had sought an increase in the maxi-

mum 1975-77 per-diem rate— from S28 to S32. By its

action the legislature not only did not grant an increase

but made it impossible for a nursing home even to rise

to the S28 level if its costs were below that figure as of

April 1. 1977.

The limit of three administrative days for hospitals

and the freeze on nursing home rates may seem un-

related. However, hospitals find that these two actions

coalesce and place them in a double bind when they try

to place patients.

Last year the author cautioned the General Assembly,

in committee testimony' presented on May 23, "If you

freeze nursing home rates, these facilities are most likely

going to be more reluctant to accept Medicaid patients.

That, coupled with a reduction in the number of admin-

istrative days from ten to three, will probably have the

effect of leaving many patients languishing in acute

care hospitals receiving care for which the state is

unwilling to pay anything at all, not even the skilled

nursing facility rate let alone the higher acute care rate."

At this writing, not enough data are yet available to

prove the author's prediction definitively, but prelimi-

nary reports indicate that this expected trend is indeed

occurring.

Costs shifted from taxpayers to patients

Two other actions by the 1977 General Assembly

that adversely affected hospitals are the freeze on out-

patient rates and the increase in the outpatient co-

payment from SI to S2 for the medically needy.

John F. Moulton, director of Cumberland County

Hospital in Fayetteville, pointed out to his legislators

early this past summer that for a number of years

hospitals in North Carolina "have been receiving only

90 per cent of our allowable costs under the Medicaid

program for outpatients, so even now there is a loss on

outpatients." To freeze the rates, he said, would just

increase the percentage of allowable costs that institu-

tions would not receive.

Another hospital administrator cautioned, "Our hos-

pital has an outpatient emergency room department,

and many of our patients, because of the shortage of

physicians in this area, are forced to (enter) . . . the

health-care system by using the hospital outpatient

services. It would create a burden on our hospital to

freeze the rates on outpatient care because so many of

our people who are on Medicaid are seeking entry into

the health-care system by this route."

With regard to the increase in outpatient co-payment

from SI to S2 for the medically needy. Robert R. Martin,

administrator of Scotland Memorial Hospital in Laurin-

burg said. "We feel this would be next to impossible to

collect since the Medicaid patient cannot pay for his

services in the first place. Again, this would represent

an increased service cost that would have to be passed

on to private paying patients."

Here again the pattern remains clear. The General

Assembly has saved money only in its own budget. In a
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larger context, no net sa\ings base been made. Health

care costs have merely been shifted from the large group

of taxpayers to a much smaller group of hospital

patients.

Hospital-based SNF care affected. One of the Hospi-

tal Association's predictions has already begun to come
true as a result of the General Assembly's freeze on

nursing home rates. A number of years ago, some acute

care hospitals began allocating space for some beds for

long-term care. By the summer of 1977. fourteen hos-

pitals had some facilities containing SNF or ICF beds.

Traditionally these units ha\e had higher costs than

separate nursing homes because they tend to offer a

wider range of services and have sicker patients. Most

have operated at a loss because they too have been

affected by the S28 per diem cap. e\en though their

costs in fiscal year 1976-77 averaged about S34 per

patient per day. Still, the units were perpetuated as a

service to the community.

In testimony throughout the 1977 legislative session,

the author predicted that if an increase was not granted,

these institutions would be plunged into ever greater

deficits. The result could be that il) some of the

hospitals with extended care facilities would close those

facilities, thus depriving their community of this valu-

able service, and (2) other institutions considering add-

ing extended care beds as a new service would decide

not to do so.

Both prophecies have come at least partly true. After

the General Assembly adjourned, the administrator of

Transylvania Hospital at Brevard, announced that the

hospital would close its long-term care beds. At about

the same time. James E. Case, administrator of Catawba

Memorial Hospital in Hickory, announced that his in-

stitution had indefinitely postponed its plans to open a

new 35-bed skilled nursing facility because it would lose

between S75.000 and S 100.000 in operating costs the

first year alone.

Mr. Case also correctly foresaw, no doubt, that "as

the hospital began to accumulate Medicaid patients

who were denied beds in a for-profit nursing facility

because of the limitation on reimbursement, the hospi-

tal would find itself totally occupied with Medicaid

patients only."

Ironically, the effect of some cases like Mrs. Jones's

may be to raise the state's Medicaid expenses rather

than to lower them. Many patients in these institutions,

who would be too sick to transfer to most free-standing

nursing homes, could be placed in the adjunct SNF of

an acute care hospital because of the greater intensity

of care available within the same institution. Such in-

hospital transfers could cut the state's cost to perhaps

one-third of that in the acute care part of the hospital;

but if such patients are now forced to stay in an acute

care bed because there are no hospital-based SNF beds.

then the state has in effect tripled its costs for that spell

of illness.

It remains to be seen whether other hospital-based

extended care facilities also close. No doubt many of

these hospitals are waiting to see whether the 1978

General Assembly dissolves the freeze and establishes a

payment rate that can keep pace with cost.

Problems antedate 1977 legislature

But not all difficulties with Medicaid have their

genesis in the 1977 legislative actions. In fact, the

program has had problems for years.

Chief among these has been periodic slow and de-

layed payments after billing. This matter has often

reached crisis proportions, especially during changes of

intermediaries. This propensity to move from one inter-

mediary to another has compounded the problem—
from Blue Cross to the state itself, to Health Appli-

cation Systems, and on to Electronic Data Systems-

Federal (EDS-F, the current fiscal agent), (See page 45).

The process of determining eligibility for Medicaid is

frequently slow, and as a result the transmittal of

approval from the counties to the state on to the

intermediary frequently is hindered.

Retroactive denials of claims have historically been a

problem, although this difficulty has eased considerably

with the present concurrent medical peer review of

whether care is needed.

A continuing problem lies in obtaining the Medicaid

labels from recipients. These labels are a prerequisite

for payment and they must appear on billing forms.

Recipients frequently forget their labels, lose them, or

exhaust their supply. At least one hospital has several

people who try to obtain the labels and to expedite

Medicaid applications by visiting patient's homes and

providing transportation for Medicaid recipients to the

county departments of social service.

Hospitals retain positive commitment

Despite having to cope with the technicalities of the

Medicaid program. North Carolina hospitals continue

their deep commitment to provide the same excellent

care to their Medicaid patients as to all of their clientele.

These institutions not only accept Medicaid recipients

for care but also do not operate on a selection basis:

they take any and all Medicaid patients, and accept

reimbursement as full payment.

The hospitals of North Carolina are proud of their

record of service to the Medicaid recipients of this

state. To the best of our knowledge, every licensed

hospital in North Carolina participates in a contractual
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relationship with the state for treating Medicaid patients,

except for one institution that cannot qualify because

of building code deficiencies. No other class of Medi-

caid providers in North Carolina, whether institutional

or professional, can claim a better record of service to

the state than these hospitals.

The Medical Services Section of the State Division of

Social Services, through its director, James Gibson, has

continually shown interest and concern in helping to

alleviate outstanding provider problems where possible.

Similarly, the fiscal intermediary. Electronic Data

Systems— Federal, and the North Carolina Medical

Peer Review Foundation have always been responsive

in immediately following up on hospital inquiries.

How this state might
improve its Medicaid program

What can be done to streamline the Medicaid program

to improve its administration and remove many of the

obstacles to efficient and cost-effective provider partici-

pation?

The state might modify the Medicaid program in a

number of ways to make it more functional. For example:

1. Immediately implement existing projected plans to

reimburse skilled nursing and intermediate care facili-

ties on a reasonable cost-related basis— as acute hospi-

tals are now— and abolish the current reimbursement

method. Such an action, featuring reasonable payment

for services rendered, should make nursing homes more

willing to accept Medicaid patients, eliminate the current

shortage of nursing home beds for Medicaid patients in

North Carolina, and permit hospitals to discharge more

quickly those patients who no longer need acute care.

2. Adopt the so-called "floating" or "swing" bed con-

cept, whereby acute care hospitals that cannot find a

nursing home bed for a patient would at least be paid at

the SNF rate after the three administrative days had

expired, rather than losing all reimbursement.

3. Replace the current system of monthly labels for

proving Medicaid eligibility with an identification card

system with ready means for providers to check current

eligibility.

4. Establish a cooperative effort among the counties,

the state, fiscal intermediary, and providers to streamline

the eligibility determination process.

5. Adopt a longer-term contract with a well-estab-

lished fiscal intermediary to promote continuity in the

program and reduce the disruptions in provider pay-

ments. (The state recently announced general inten-

tions in this regard.)

6. Re-examine eligibility standards to insure that only

the truly needy are eligible for Medicaid.

7. Passage of legislation to pay acute care hospitals

full costs for outpatient services— as these costs are

now paid for inpatient services— and to further en-

courage Medicaid patients to seek this less expensive

method of treatment.

Nothing will eliminate all of the problems that have

plagued the Medicaid program, but with people of good

will on all sides, perhaps some progress can be made in

making a basically good program even better. D

Financing Social Services

I cniuiniicd from p ISl

to see their plans and restrictions so often go awry or

not achieve the desired effects.

The casual observer is amazed that the welfare system

works at all. The concerned administrator is distressed

that people spend so much time and energy on fixing

blame for the system's inadequacies instead of joining

forces to correct the shortcomings and getting on with

the business of improving the quality of life for all

citizens. The process does work; it can be made to

work better. D

Welfare Reform

(continued from p- 22l

Perhaps the most that can be expected at this time

are major revisions in AFDC. Congress, in considering

H.R. 7200, is already reviewing this program. If our

society continues its desire to aid the "deserving," then

this would be a logical sequence to SSI and the 1977

reform of the food stamp program. Improving the

AFDC program would constitute "reform" if it raises

benefit levels on a uniform basis in behalf of children,

preserves intact the family, eases welfare costs to the

states and local governments, and enhances job and

income opportunities for the poor.

Comprehensive welfare reform may not be achieved

this year or the next, but the fact that it is being con-

sidered will at least bring about discussion throughout

the country on programs, attitudes, and government

roles in meeting the needs of people. In a democracy

this is essential. We may hope that the plight of the

poor will be improved in the process. D
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Poverty and Malnutrition in North Carolina
James Dykes

IF WE ARE TO CONSIDER the effects of poverty in

this state, we need to understand what we mean by that

vjord— poverty. The most widely used definition comes
from Mollie Orshansky. of the Social Security Adminis-

tration, who developed the official federal poverty index

in the mid-1960s. This statistical tool is based on two

measurements: the proportion of the budget that low-

income families spend for their food, and the cost of a

minimally adequate temporary diet. Any family is con-

sidered poor that has a yearly income of less than three

times the cost of the United States Department of Agri-

culture's Economy Food Plan. By definition, therefore,

the poor are those who have incomes below that

required to purchase a nutritionally adequate diet.

We can infer two unfortunate, but accurate, corol-

laries to this definition: Poverty often means malnutri-

tion, and high food prices create poverty.

When I speak of malnutrition in North Carolina I will

not usually be speaking of the swollen bellies and shriv-

eled limbs of the famine victim, although such cases

have been found in the South. I will be speaking about

people who have clinical and subclinical disease in the

form of anemia; predisposition to infectious and/or

chronic disease: high rates of maternal, fetal, and infant

death; stunted growth and mental retardation; and

lethargy.

These diseases of poverty are commonplace in our

state, and I will document their extent and severity.

There are those who refuse to see the obvious effects of

inequity; I will attempt to remove some of the obstacles

to vision. We need not hide our eyes from poverty. If

poverty and malnutrition exist in this state, we have a

situation that can be corrected. However, we must

understand the causes for its existence.

It is no secret that social services remain a sympto-

matic measure— assuaging ills created elsewhere in

society. In one sense, however, the social services effort

may be a good beginning because of the concern for

the relative well-being of the human population. I feel

obligated, however, to echo a warning once given to

me: A good physician should worry that any sympto-

matic therapy might unavoidably conceal the progress

of the disease and its cause. Indeed, such symptomatic

therapy, if not monitored very closely, might itself be

iatrogenic— that is, induced by the therapy— and cause

further illness. We might examine the role of social

services in this light. The disease of poverty is spread-

ing.

What are the facts?

My initial reaction to writing a factual account of

poverty and malnutrition in this state was: Who needs

another factual account of poverty? There have been

many. We all know of such reports. It has been several

decades since the U.S. Children's Bureau demonstrated

that infant mortality rates increased as family income

decreased. In 1977 North Carolina still has one of the

highest rates of infant mortality in the nation.

One physician has remarked:

We have known the general dimensions of the

disaster for a long time, just as we have known about

the relationships between poverty and health, with-

out fully facing up to either of them. The poor are

likelier to be sick. The sick are likelier to get poorer.

And that is just what has been happening and is

happening today.'

North Carolina is often cited as a problem area in

nationwide surveys. In 1968 the Citizens Board of In-

quiry into Hunger and Malnutrition in the United States

The auihiir Is a medical student at Duke University who has been

working with the North Carolina Hunger Coalition.
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1. Quotation attributed to Dr. H. Jack Geiger, "The Poor and the

Professional: Who Takes the Handle of the Broad Street Pump?"

I Paper presented at the Ninety-fourth Annua! Meeting of the Ameri-

can Public Health Association, San Francisco. Calif., November 1,
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published "Hunger USA,'" which identified 2<S0 "hun-

ger counties" in the United States. T\veiiiy-cii;,lii of

these, or 10 per cent, were in North Carolina. The
county where I have been working with the North

Carolina Hunger Coalition was denoted an "emergency

hunger county."

In 1973 the Senate Comiiiittee on Nutrition and

Human Needs identified 263 hunger counties.' Thirty

of these, or 1 1.5 per cent, were in North Carolina. My
assigned county, five years later, was still a hunger

county.

A state nutritional survey done in 1971 provided

concrete evidence that malnutrition was a significant

problem in North Carolina, and its likelihood increased

as income decreased.^ When low income levels and

high food costs restrict the food purchasing power of

families, malnutrition is incipient.

Progress against poverty? When I arrived in my

county in March. 1977. the incidence of poverty was

still very high, the infant mortality was 28.4 per 1.000

li\e births (or more than 1.5 of the national average).^

and the percentage of participation in the food assis-

tance programs was extremely poor— only 22 per cent

of those eligible for food stamps were using them." By

all criteria, this county was still a hunger county.

1 ha\e been surprised to learn that we as a nation

have not made significant progress against poverty in

recent years. Nationally, since 1973 the number of per-

sons falling below the poverty line has been growing, in

absolute numbers and as a proportion of the total pop-

ulation.' In 1973 there were 23 million Americans be-

low the poverty line, or 11.1 per cent of the population.

In 1975 this figure was 25.9 million, or 12.3 per cent of

the population— one citizen in eight. (See Table 1.)

One in four American children lives in poverty. There

were more children below the official poverty line in 1976

2. Hunger. U.S.A. (Washington: Citizens Board of Inquin, into

Hunger and Malnutrition in the United States. 14681.

3. Hunger 1973, Senate Select Committee on Nutrition and Human
Needs, 93 Congress S/N 5270-01803 (Washington: May 1973).

4. North Carolina Nutritional Survey. Part 1 (Raleigh: North Caro-

lina State Board of Health. 1971).

5. North Carolina \ital Statistics. l')7h. vol. 1. sec. 4 (Raleigh:

Department of Human Resources, July 1977), p. .S.

6. Conversation with a county director of social services.

7. U.S. Bureau of the Census. "Money Income and Poverty Status

of Families and Persons in the U.S.: 1975 and 1974 Revisions," Current

Population Reports, series P-60. no. 103 (Washington: 1976i. p. 34.

High Prices Mean More Poverty, More Malnutrition

Most of the diseases of poverty are beyond the thera-

peutic reach of medicine. Prescribing sufficient nutri-

tious food is not easy. As a future physician I am inter-

ested in preventing illness, not just in treating symptoms.

This article is a factual account of the more apparent

manifestations of poverty. Too often, however, our

analysis ends here, and our efforts to alleviate poverty

remain superficial.

Although we may ease some social ills, we will not

eliminate poverty by increasing welfare benefits, im-

plementing a new WIC program, remodeling the food

stamp program, or reforming the welfare program. Pro-

grams to redistribute income and commodities might

be seen as an attempt toward justice, but they are in

themselves symptomatic; they create dependence, and

in the end support the same economy that generates

poverty. We can treat the disease of poverty by con-

fronting its source. This article will show the inter-rela-

tionship of poverty and malnutrition, often the result of

high food prices.

When the availability of food is governed by cost— as

it always is in our modern society of landless consumers
— and when wealth (that is, food purchasing power) is

inequitably distributed, then the control of food costs

becomes one of the few ways we have of keeping food

resources generally accessible. Food prices have in-

creased 45 per cent since 1972. It should, therefore, be

no surprise that we have not reduced the incidence of

poverty since that time.

What happens to food between the time the farmer

produces a commodity and the time it reaches the table

is the crux of the rising cost of food and its effect on

consuiners, particularly those at the poverty level. In

the summer of 1974 the Department of Agriculture's

chief economist reported in an office communication

that over the past two decades the 94 per cent increase

in food prices resulted from added costs by corporate

middlemen: only 6 per cent of the rise went to the

farmers. In addition, rising costs of petroleum affect

the farmer's cost of inorganic fertilizers, pesticides,

gasoline, lubricants, and transportation. Add to these

factors the costs of processing and marketing, and the

hope of holding food prices at a reasonable level for

low-income families appears hopeless.

One way to prevent the medical problem of malnutri-

tion may be local production and marketing of food for

local consumption— a farmers' market. High food prices

are already disabling thousands of North Carolinians.

Until we control the spiraling cost of food, poverty-

related disease will continue to spread. — J. D.
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than in 1970." The rural po\erty rate has not decreased

since 1969, and in 1976 it increased." In the South,

poverty is still primarily a rural phenomenon. 0\er 50

per cent of the poor live in rural areas. An amazing 45

per cent of our nation's poor live within the 13-state

southern region.'"

There are 10.5 million poor people in the South. Six

million are white and 4.5 million are black. However.

45 per cent of all blacks in the nonmetropolitan South

are below the poverty line compared with only 15 per

cent of whites." This should be kept in mind during

later considerations of the differences in morbidity and

mortality between these populations.

According to the most recent census, the North

Carolina poverty rate is 20.3 per cent of the state

population, or one person in five.'- This is significantly

above the national average. In the county where I

worked the incidence of poverty is 34.5 per cent, or one

person in three. Fourteen North Carolina counties have

e\en hiaher incidences.

Does malnutrition exist in North Carolina?

Poor health. As I suggested in the introduction, the

most important statistic to remember when determining

the extent of disease in a community is the poverty rate.

This figure is crucial to understanding the relationship

between poverty and malnutrition. To be poor is to be

improperly nourished.

The poor buy cheap. They must buy cheap. All

USDA studies to date have shown that the poor budget

their money for food more wisely than others." but are

forced to buy the least expensive foods. Too often this

means Kool-Aid instead of milk. When inflation causes

food prices to soar, they are hurt the most. If they

cannot "spend down," then they simply buy less: less

milk, less eggs, less cheese, less vegetables, less meat,

less fruit. It takes a toll on their health. Federal food

programs attempt to buffer the damage.

In the rural South where poverty is commonplace,

death rates are 22 per cent higher than in the general

Table 1

Povertv in the United States since 1973

8. America's Children, 1976 (Washington: National Council of

Organizations for Children and Youth. 1977), p. 15.

9. National Rural Center, Southern Regional Council, and the

Office of Continuing Education in Health Services. Report and Rec-

ommendations of the Southern Rural Health Conference I Chapel

Hill: University of North Carolina. 19761. p. 18.

10. Ibid, p.'ll.

11. Ibid., p. 18.

12. North Carolina Government Statistical Abstract. 3rd Ed.

(Raleigh: Division of State Budget and Management, 1976), p. 172.

13. National Nutrition Policy Study. 1974. Hearings before the

Select Committee on Nutrition and Human Needs of the U.S. Senate.

93rd Congress. Part 3. "Nutrition and Special Groups," National

Nutrition Policy Study. 1974 (Washington: 1974). p. 826.

Number Belov. Percentage ol

Po\ert\ Le\el Po\ertv Rale

(in thousandsi

1975 1974 19-3 1975 1974 1973

.MI persons 25.877 23.370 22.973 12.3 11,2 11.

1

White 17.770 15,736 15,142 9.7 8.6 8.4

Black 8.107 7,634 7,831 29.3 28.3 29.6

Source: US- Bureau of the Census. "Persons Below the Poverty Level by
Family Status, Sex of Head. Race and Spanish Origin. 1966. 1969. 1971 and
1973 to 1975." Current Population Reports, series P-60. no. 103 i Washington:
19761, p. 34.

population.'^ Infant mortality in the 13-state southern

region is higher than elsewhere for both blacks and

whites. For rural blacks, it is 64 per cent higher.'-'

In North Carolina for all age categories, the nonwhite

1976 death rate was higher than the white death rate.

The nonwhite maternal mortality rate is four times that

of the white, '^ A nonwhite child aged 0-4 years was

almost twice as likely to die as a white child the same
age,'" Forty-four states have a lower infant mortality

rate, and forty-two have a lower neonatal mortality

rate," The problem exists regardless of the fact that 98

per cent of all North Carolina mothers received some
prenatal care and over 99 per cent of the infants were

delivered in hospitals by physicians,'" The cumulative

incidence of premature, or low birth-weight, babies in

1976 was 8.3 per cent.-" However, nonwhite mothers

gave birth to low birth-weight babies twice as often as

white mothers.-' A distressing 15 per cent of all low

birth-weight infants die shortly after birth.-

In the county where I worked, one in three are poor,

and the incidence of perinatal mortality is 47.5 per

1.000 live births.--' The nutritionist for the supplemental

food program (WIO in this county recently said that

over 50 per cent of the 500 WIC participants were

anemic. She also reported that over 60 per cent of the

14. Report and Recommendations of the Southern Rural Health

Conference, op. cit.. p. 11.

15. Ibid

16. C. Arden Miller. "Health Care for Children and Youth in Amer-

ica." American Journal of Public Health. 65. no. 4 (April 1975). 355.

17. North Carolina Vital Statistics. 1976. op. cit.. p. 1.

18. North Carolina Vital Statistics: Januar}-. February. March Quar-

terly Provisional Report. 1976 (Raleigh: Department of Human Re-

sources). 1976.

19. North Carolina Vital Statistics. 1976. op. cit.. pp. 1-3.

20. Ibid

21. Ibid

22. Raymond Wheeler. M.D.. Testimony before the North Carolina

Committee on Aging. February 1976.

23. North Carolina Vital Statistics. 1976. op. cit.. p. 5.
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babies born to mothers in the county WIC program

were low birth-weight high-risk infants.-^

Does malnutrition exist in North Carolina?

Poor nutrition. In early 1970 the North Carolina

Board of Health began a statewide nutritional survey

intended to establish the percentage of North Caro-

linians with inadequate diets and to relate diet to. among
other things, economic status. It was clear from the

study that the percentage of households with inadequte

diets decreased as reported income increased." Among
households with annual incomes under $1,500 over 77

per cent had less than optimum diets: 43 per cent had

inadequate diets. It has been estimated on the basis of

this survey that fully 200,000 children, or half the youth

population below the poverty line, show physical evi-

dence of malnutrition.-" A Charlotte doctor recently

testified to this before the State Committee on Aging;

he stated that "they have iron deficiencies, stunting of

growth, and 50 per cent more illness than children of

higher income levels.""

A year after the North Carolina survey, the United

States Government Department of Health, Education,

and Welfare published the "Ten State Nutritional Sur-

vey," which is a landmark in America's understanding

of its own hunger problem." For the first time research

scientists adept at recognizing nutritional deficiencies

in poor populations abroad turned their expertise to-

ward the American poor. These scientists produced

data that estimated both the severity and the prevalence

of specific nutritional deficiencies within the poverty-

level population. North Carolina was not included in

the ten-state survey, but we could conclude that many
of the results might apply here. (South Carolina was in-

cluded.) Biochemical and dietary data collected in low-

income communities confirmed that a significant por-

tion of the population surveyed was malnourished or at

a high risk of developing nutritional problems. The di-

rector of the survey concluded:

In general, the most widespread nutritional

problem is one of multiple nutrient deficiency of a

combination of one or more nutrients such as pro-

tein, vitamins, minerals and calories. It is important

to bear in mind and perhaps shocking to realize

that the problems in the poverty groups in the

United States seem to be very similar to those we
have encountered in the developing countires.-''

24. WIC nutritionist for Regional Council of Governments (WIC is

the Special Supplemental Food Program for Women, Infants, and

Children.)

25. Norlh Carolina Nulritional Survey, op. cit.. p. 43.

26. Ibid. p. 47.

27. Raymond Wheeler. M.D., op. cit.

28. Ten Stale Nutritional Survey. 1968-70. DHEW (HSM) 72-8132

(Washington: July 1972).

29. Dr. Arnold Schaefer. (Prepared statement given in testimony

before the Select Committee on Nutrition and Human Needs of the

It is clear that a higher per capita income was associated

with greater stature, body weight, thickness of sub-

cutaneous fat, and skeletal development, as well as ear-

lier maturation and attainment o[ ma.ximum stature.

These trends were evident in the first year ol life and

consistent thereafter.

The poverty/malnutrition cycle. Poor nutrition is in-

jurious to maternal, fetal, and infant health, and its ef-

fects are seen in children and adults. Developing bodies

and brains require quality nutrition: a healthy plant

springs from rich soil. This is common sense.

Bodies and brains are created in a process that begins

with conception. The growth and differentiation of tis-

sues require a sustained supply of a wide variety of

nutrients. Maternal nutrition is critical to the strength

and well-being of the fetus. Although the chromosome
structure will dictate the kinds of cells and tissues

formed, the number of these cells (in the brain, liver,

adrenals, kidney, etc.) seems to be a function of the

nutrients available. In the research laboratory, animals

that have been undernourished will have significantly

fewer cells in these vital tissues than properly fed

animals. They will also have a greater incidence of

sterility, spontaneous abortion, still births, and prema-

ture births."'

In a recent study of over 10,000 human infants, ma-

ternal high weight gain during pregnancy was related to

higher birth weight and to better growth and perform-

ance of the infant.^' The nutrition of pregnant females

and the birth weight of the baby are strongly associated

with economic status.^' A recent editorial in the re-

spected New England Journal of Medicine stated that

the sequelae, or consequences, of poor maternal nutri-

tion are low birth weight, neonatal death, mental defi-

ciency and minimal brain dysfunction: and it concluded

that adequate nutrition, especially the use of protein

foods during pregnancy, can in large part prevent the

"continuum of reproductive casualty.""

Among human populations, it is clear that severe

early malnutrition curtails cell division in the brain."

The brains of infants who die of malnutrition are re-

duced in weight and have less nucleic acid and protein

I continued on p. 71

1

U.S. Senate. 90th Congress, First Session on Nutrition and Human
Needs, Part 3— The National Nutrition Survey. Washington. January

22, 1969).

30. Roger J. Williams, Nutrition Against Di.^ease: Environmental

Protection (New York: Pitman Publishing Company. 1971). p. 51.

31. "Maternal Nutrition— What Price'.'". New England Journal of

Medicine. 292. no. 4 (January 23, 1975), 208.

32. Ibid p. 268.

33. Ibid p. 208.

34. Myron Winick and Pedro Rosso. "The Effect of Severe Early

Malnutrition on Cellular Growth in the Human Brain," Pediatric

Research Vol 3 ( 1968), 181-84.
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Civil Liability of Social Services

Staff and Board Members

Bonnie E. Davis

THIS ARTICLE CONCERNS the potential civil' lia-

bility of social workers, directors, and social services

board members. Liability under state law will be consi-

dered first and then developing liabilitv under federal

law.

Traditional civil liability

The traditional law go\erning the resolution of pri-

vate noncontractual disputes or grievances is known as

the law of torts. A ton occurs when one person breaches

a legally recognized dut\ he owes to another, thereby

causing the second person an injury. The injun,- suffered

must ha\e been a reasonably foreseeable consequence

of the breach of duty. In the tort context "duty" must

be broadly defined: it usually means an obligation to

refrain from intentionally harmful conduct or to use

reasonable care in one"s normal acti\ities. For example,

if you drive an automobile you ha\e a duty, in the tort

sense of the word, to dri\e the car so as to neither

intentionally nor carelessly harm another. In tort law.

duty rarely means an obligation to take a particular

affirmative action unless a person occupies a position

of special trust, as in the relationship between parent

and child.

There are two kinds of torts that are important in

social ser\ ices. .An intentional tort occurs when a per-

son \oluntarily takes an action that he knows will result

in injur}- to another. If A strikes B knowing that his

The author is an Institute faculty member whose fields include

social sen ices law.

1. To be liable means that one can be sued: civil liability means

noncriminal liability. While actions that give rise to ci\ il liability may
in some cases also he crimes, the two areas of liability are by no

means coe.xtensive.

blow will harm B. without a justifiable excuse, such as

self-defense. A has committed the intentional tort of

battery . .A tort of negligence occurs when a person fails

to use reasonable care in his conduct, which causes an

injury that was the foreseeable consequence of his care-

lessness. For example, if .A fails to use due care in

driving his automobile and causes an accident, he is

liable for the reasonably foreseeable consequences of

his negligent conduct. Note that there need not be an

intent to cause harm. Reasonable or due care is defined

generally as the care that a prudent person would have

taken in similar circumstances: whether reasonable

care has been exercised is decided on a case-by-case

basis. Gross negligence lies somewhere between a

knowing intent to cause injury and a simple lack of due

care: it is reckless disregard of a high probability of

injury. ,A worker's failure to in\estigate an apparently

reliable child-abuse report is an example of this more

aggravated kind of negligence.

Typically the person injured (the plaintiff) brings a

lawsuit against the person he believes caused the injury

(this person is called the defendant but the term has

nothing to do with criminal law). A successful plaintiff

will recover a judgment- against the defendant that will

co\ er the damages' he incurred as a result of his injury.

The law of torts has been de\eloped o\er centuries,

first in England and then in this country, on a case-by-

case basis by the courts, rather than by enactments of

the legislature. The court must decide, as a matter of

2. In this context, a court order to pay a sum of money.

.^. Damages may cover such things as the plaintiffs out-of-pocket

expenses, an award for pain and suffering, loss of future earnings, etc.

In rare instances, in intentional tort suits or those involving gross

negligence, the plaintiff may also recover punitive damages — a sum

of money amounting to a private penalty or fine imposed for the

purposes of punishment and deterrence.
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law, whether the defendant had any duty tn the plaintiff

before the jury is allowed to decide whether the

evidence proves that the defendant breached his duty,

thereby causing the plaintiffs injury. Legal advice con-

cerning probable future liability is based on a study of

past decisions and an assessment of how the court is

likely to rule in a similar case.

Tort liability of public officials

Public officials (including social workers, social serv-

ices directors, and social services board members) are

liable for intentional torts they commit in the course of

their work exactly as they are liable for intentional torts

committed in their personal lives. The fact that they are

public officials makes no difference. For example, if a

social worker struck a client, he would be liable to the

client just as he would be liable to a social acquaintance

if he hit him.

However, depending on the nature of the respon-

sibility involved, special rules have been established

governing the liability of a public official for torts of

negligence committed within the scope of his office.

This protection from suit is referred to as discretionary

immunity. Although all of the elements of a tort may be

present— that is, a duty, breach of it, and consequent

injury— if an official has discretionary immunity, the

court will not allow a suit against him."* For example,

two of the county social services board's legal respon-

sibilities are to hire the director and to give him admin-

istrative advice; in effect, the board has a general super-

visory duty toward the director. This is the kind of duty

that calls for the exercise of judgment and discretion.

Suppose the director carelessly mismanages trust funds

he is responsible for. Although the board may have

been negligent in allowing the situation to develop,

under state tort law its members would probably not be

held individually liable for any loss.

A recent case furnishes another good example. In

Vaughn v. County of Durham'' the plaintiff had been a

foster parent for the Durham County social services

department. She alleged that a foster child, who had

been found to be a carrier of a rare disease that causes

birth defects, was placed in her care and that the social

workers in charge of the case should have known that

the child was a carrier. The plaintiff became pregnant;

when she discovered the risk of birth defects because of

the foster child's presence, she underwent an abortion.

The plaintiff alleged that her emotional harm as a result

of this episode was caused by the workers' negligence.

The court considered only the county's liability for the

workers' actions and not the question of the workers'

personal liability. But assume for discussion purposes

that the workers' personal liability was in issue. The
court would then have to decide whether the workers'

duty of placing children in foster care invoked the

exercise of judgment and discretion. If the court found

that it did, the workers would be protected by discre-

tionary immunity even if they were negligent in making

the placement.

The rule of discretionary immunity was developed to

protect officials who exercise their judgment and dis-

cretion in good faith— that is, in the sincere belief that

they are doing the right thing. It is a qualified immunity

in that it does not apply if an official acts with a corrupt

or malicious intent. Immunity would not extend to

board members who denied assistance to an applicant

out of spite or a desire to punish. Board members should

be particularly careful about awarding contracts" in po-

tential conflict-of-interest situations, because the court

has indicated that it considers such an action persuasive

evidence of a corrupt intent. Nor does discretionary

immunity protect an official who acts beyond the scope

of his office.^ It would not protect a social worker who
assumed custody of a child without authorization from

the juvenile court.

Not all responsibilities of social work involve the ex-

ercise of judgment and discretion. In trying to decide

what actions of an official are covered by discretionary

immunity, the courts have distinguished between duties

that are ministerial and those that are discretionary. If

the law imposes a duty that is mandatory and gives the

official no options in fulfilling it, that duty is considered

ministerial. The responsibilities of social work often

combine ministerial and discretionary duties. For ex-

ample, the 1977 General Assembly passed a law* pro-

viding that if a child is removed from his parents' home
because of abuse or neglect, the court must determine

that the child will receive proper care from his parents

before he can be returned to them. This imposes a duty

on the worker responsible for the child to arrange a

judicial hearing before the child is returned to his

parents. The worker must exercise his judgment and

discretion as to when the parents and child are ready to

be reunited, but he has no discretion as to whether

4. In some cases the unit of government that employs a public

official may be an alternative source of compensation for injuries

received as a result of the official's negligence.

5. 34N.C. App. 416(1978).

6. As in awarding Title XX contracts to third-party organizations.

For example, suppose a Title XX third-party contract was awarded to

a day care organization that was operated by a person related to a

board member. While this action may not violate the conflicts-of-

interest law ( X.C. C;i n Sim § 14-234), it may be evidence of a

corrupt intent sufficient to defeat the discretionary immunity of

board members. See Belts v. Jones, 203 N.C. 590 ( 1932).

7. See, e.g.. Gurganious v. Simpson, 213 N.C. 613 (1938).

8. N.C. Gen. Stat, § 7A-286(2).
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judicial review is necessary, so that part of his duty

would probably be classified as ministerial.

In the past, the North Carolina courts have held that

there is no liability for negligent performance of a min-

isterial duty unless the law creating the duty specifically

makes the official who has the duty personally liable for

its breach." To continue the previous example, since

the law does not state that an official who fails to secure

judicial review before returning the child to his parents

will be liable to the child for any later injuries by them,

one would expect no tort liability to be imposed if he

were so injured. At present, none of the laws imposing

mandatory duties in the area of social work impose

personal liability on an official for their breach.

However, there are two important qualifications to

this position. First, some court decisions have distin-

guished between public officials and public employees.

These decisions have held that unlike a public official,

a public employee is liable for any negligent acts com-

mitted within the scope of his employment, without

consideration of the ministerial/discretionary distinc-

tion.'" But all of these cases involved negligence growing

out of relatively mechanical tasks, such as driving a car,

by low-level employees. The author's opinion is that in

this context social workers and directors would be con-

sidered public officials rather than public employees

because of the nature of their duties, unless they were

engaged in a routine task like driving a car.

Less certain is the impact of another recent case. In

Robinson v. City of Winston-Salem.^^ the North Caro-

lina Court of Appeals had to decide whether a police

officer should be held personally liable for negligently

arresting the wrong person under an otherwise valid

order for arrest. It decided that the police officer would

be liable if he failed to use reasonable care in ascer-

taining the identity of the person he arrested. The court

did not indicate whether it considered the arresting

officer's duty to be ministerial or discretionary, but since

it was willing to impose liability for negligent execution

of the arrest order, it can be argued that the court

assumed the duty was ministerial in this case.'- More
important, the court did not consider the fact that the

9. See, e.g., Langley v. Taylor, 243 N.C. 59 (1956); Old Fort v.

Harmon, 219 N.C. 241(1941); Etheridge v. Graham, 14 N.C. App. 551

( 1972); but see Motfit v. Davis, 205 N.C. 565 ( 1934).

10. See. eg.. Miller v. Jones, 224 N.C. 786 (1944); Hansley v.

Tilton, 234 N.C. 3 (1951); West v. Ingle, 269 N.C. 447 (1967).

11. 34 N.C. App. 401 (1978).

12. If the court assumed that the officers' duty was discretionary, it

would have dismissed the suit, because the officers would have been

protected by immunity even if they had been negligent. Note that the

officers were acting pursuant to a magistrate's order for arrest, the

equivalent of a warrant. It could be argued that the decision to arrest

without a warrant involves the exercise of judgment and discretion

and that an officer who made such an arrest would be protected by

immunity for any negligent conduct.

laws pertaining to arrest do not impose personal liability

on an officer who is negligent in making an arrest. Thus

the decision casts doubt on the continuing validity of

the restriction of personal liability for negligent per-

formance of a ministerial duty to those situations in

which the law expressly imposes liability.

The difficulties that may arise if the court declines to

follow its rules requiring express imposition of liability

is illustrated by a Virginia case, Semler v. Psychiatric

Institute of Washington. D.C.^^ Under Virginia law a

public official may be held liable for negligent perfor-

mance of ministerial duty regardless of whether the law

also imposes personal liability. In the Semler case a

man with a history of molesting young women was con-

victed of abducting a young woman. He was given a

twenty-year sentence, suspended on the condition that

he remain in a psychiatric institution under the care of

a particular psychiatrist. The court order specified that

the man could not be released without the court's

approval. Approximately eighteen months later the psy-

chiatrist transferred the man to outpatient status with

the knowledge and approval of the probation officer

but not the court. While he was an outpatient, the man
murdered a young woman. The victim's family success-

fully sued the psychiatrist and the probation officer for

their negligent failure to obtain the court's approval

before transferring the man to outpatient status. The

family recovered 525,000— half from each defendant.

The court held that while the psychiatrist and the pro-

bation officer had to exercise judgment and discretion

over many aspects of the man's treatment, obtaining

court review of his release was a ministerial duty, and

their negligence in failing to do so rendered them liable.

In sum, as the state rules of tort liability now stand,

social workers, directors, and board members are fairly

well protected. While everyone is liable for intentional

torts and conduct animated by malice, the likelihood of

being successfully sued for negligent performance of

legal responsibilities is not great at this time. But recent

developments in the law suggest a willingness on the

court's part to reconsider the rule in regard to negligent

performance of ministerial duties. These developments

underscore the importance of scrupulous adherence to

the mandatory legal duties imposed on social services

professionals.

Liability under federal law

The Civil Rights Act of 1871, now codified as 42

U.S.C. Section 1983," is a federal law that establishes

personal civil liability for public officials who violate

13. 538 F. 2d 121 (4th Cir. 1976), cert. den. 429 U.S. 827 ( 1976).

14. 42 U.S.C. § 1983(1970).
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the constitutional rights of others. It frequently pro\ ides

an alternative basis of liability for public officials who
have immunity under state tort law." Violation of Sec-

tion 1983 is sometimes referred to as the constitutional

tort. To establish a claim, a plaintiff must prove that a

public official's actions taken under the authority of his

office resulted in a reasonably foreseeable violation of a

constitutionally protected right or interest of the

plaintiff. Since it is federal law that grants the right to

sue, a Section 1983 lawsuit may be brought in either

state or federal court, but other than that, it proceeds in

much the same way as a state tort lawsuit.

In the last several years the United States Supreme
Court has interpreted the Fourteenth Amendment to

the United States Constitution so as to bring a wide

variety of interests under its protection, thereby expand-

ing the grounds on which a Section 1983 suit may be

based. The volume of Section 1983 cases has increased

dramatically during the same period. While an exhaus-

tive listing of an individual's constitutional rights and

interests that may possibly form the basis for a Section

1983 suit is beyond the scope of this article, the follow-

ing paragraphs discuss three general rights and interests

of most likely concern to those who work in social

services.

Due process of law. In a long series of cases the

United States Supreme Court has held that the state

must use a procedure that is fundamentally fair when it

seeks to take an action that is adverse to an individual

right or interest protected by the Constitution. Using

such a procedure is said to accord the individual due

process of law. While the exact contours of due process

vary depending on the gravity of the constitutional

right or interest involved, generally it includes the right

to know and contest the validity of all of the informa-

tion used by the state in reaching its decision, the

opportunity to present additional information, and the

right to have the decision made by an impartial decision-

maker. Note that using a procedure that accords the

person due process does not determine the result in a

particular case; it merely specifies the way the result

must be reached.

In a landmark case, Goldberg v. Kelly."' the U.S.

Supreme Court held that an AFDC recipient had a con-

stitutionally protected interest in continuing to receive

public assistance. The Court held that since AFDC
benefits provided the basic necessities of life, the re-

cipient's interest was significant enough to require a

hearing concerning eligibility before benefits could be

terminated. The Court required the state to establish a

procedure whereby a recipient is given notice of the

agency's intention to terminate his benefits, a statement

of the exact reasons why the agency believes the recipi-

ent is no longer eligible, and a hearing by an impartial

decision-maker at which the recipient may appear, be

represented by counsel, cross-examine the witnesses

relied on by the agency, and have an opportunity to

present additional evidence. The decision must rest

only on the evidence presented at the hearing, and the

decision-maker must indicate the evidence relied on in

his decision. In following these procedural safeguards,

regardless of whether the individual is found to be

eligible, his constitutional right to procedural due proc-

ess has been observed. The principle to be drawn from

this case is that any departure from these procedures,

as in summary or arbitrary termination of benefits,

in\'olves a risk of being sued under Section 1983.

The Supreme Court has often recognized that a

parent's interest in bearing and raising children is pro-

tected by the Constitution from unwarranted state in-

trusion. But the parent's right is not absolute, and the

state may intervene in the parent-child relationship to

protect the child's safety and welfare. A balance is

struck between the parent's interest and the state's

attempt to protect the child by requiring the state to

accord the parent procedural due process before inter-

vening in the parent-child relationship. These proce-

dural safeguards are established in state laws dealing

with dependent or neglected children.'" In general the

law requires a full judicial hearing before" a parent's

right to unfettered custody may be curtailed in any

way: in effect, the agency cannot take any action with-

out judicial authorization. Since the law protects the

parent's constitutional right to procedural due process,

failure to observe it may give rise to Section 1983

liability. For example, a protective service worker who
assumes custody of a child without any judicial authori-

zation may incur Section 1983 liability, even if a court

would ha\e authorized the action, because the summa-
ry assumption of custody denied the parent the proce-

dural protection to which he is entitled.

The Supreme Court has also ruled that a public

employee who has been employed long enough to

15. Some conduct may be both a tort under state law and a

violation of a constitutional right, so that an official would be liable

under either legal theory. A police officer who uses excessive force in

making an arrest may be liable for the tort of battery under state law

and for violating the arrestee's constitutional rights under the Fourth

Amendment. However, the two areas of potential liability are not

identical.

16. 397 U.S. 254(1970).

17. N.C. (;r\ Smi §7A-277er seq. {Supp. 1917).

18. When a child's health or welfare is in imminent danger, the

court may authorize the agency to assume immediate custody of him

without a prior judicial hearing. However, to protect the parents'

procedural rights as much as possible, the law requires a hearing to

be held within five days after the agency assumes custody. X C, &n
Smi §§ 7A-284 (Supp. 1977). This balancing of rights in an emer-

gency was held constitutional in Newton v. Burgin. 363 F. Supp. 782

(W.D.N. C. 1973), affd 414 U.S. 1139(1974).
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de\ elop a reasonable expectation of continued employ-

ment has a right to procedural due process before being

disciplined or discharged. In this context both the staff

of a social ser\ices department and the director are

public employees, and their right to procedural due

process probably comes into effect when the\ become

a "permanent" employee." The exact procedures that

must be followed in order to discipline or discharge an

employee are set forth in Personnel Policies for Local

Government Employment Subject to the State Person-

nel Act. In general, the procedure required is a series of

warnings that dismissal may result if an unsatisfactory

practice is not corrected, followed by written notice of

dismissal containing the reasons therefor, and a hearing

before the state agency if the employee requests it. The

director and board members should follow these proce-

dures carefully to avoid Section 1983 liability. It is

important to realize that e\ en if adequate reasons exist

to discharge or discipline an employee, failure to use

the correct procedure may itself \ iolate the employee's

right to procedural due process. An example, drawn

from an actual case, involved a local board who be-

came dissatisfied with the director's pre-emptory man-

ner of conducting board meetings and \oted to fire

him. It gave the director none of the required warnings

nor a statement of reasons for the discharge. The direc-

tor began a suit against the board members and was

reinstated. Once reinstated, he elected not to pursue

the issue of individual board member liability.

In sum. as long as the procedures set forth in the

state laws and regulations concerning clients and per-

sonnel are followed, there is little chance of incurring

liability. But it should be realized that these procedures

were established to protect constitutional rights, so

violating them may result in Section 1983 liability.

Unconstitutional basis for action. A public official

exposes himself to liabilit\ \\ hene\ er he takes an action

that would otherwise be acceptable for a constitution-

ally impermissible reason. The federal Constitution for-

bids discrimination on the basis of race, sex, creed, or

national origin: therefore an action involving either

clients or personnel that is motivated by discrimination

may result in Section 1983 liability. For example, the

director must make decisions regarding the promotion

and compensation of staff members. While he is free to

exercise his judgment and discretion in these matters,

his decisions may not be based on constitutionally im-

permissible factors. A director may not deny a promo-

tion to a deserving employee on the basis of race. Nor

may a board who is looking for a new director refuse to

consider applications from qualified individuals who
happen to be black or female. The same principles

apply to actions concerning clients; benefits and serv-

ices cannot be gi\'en or withheld on the basis of these

factors.

An otherwise permissible action may not be taken to

penalize an indi\idual for exercising his constitutional

rights, such as the freedoms of expression protected by

the First Amendment. For example, an employee may
not be dismissed for publicly criticizing the depart-

ment:- nor may the department treat clients who join a

welfare rights organization differently from those who
are not members. Recently the Supreme Court held

that patronage dismissals of employees in nonpolicy

positions violated their constitutional right.-' The prin-

ciple of this case adds another layer of insulation to

merit-system employees in nonpolicv-making positions

w hen a new political party gains control of the policy-

making seats.

Thus the Constitution protects clients and staff from

actions detrimental to their interest that are taken on

the basis of constitutionally impermissible factors like

race or ethnic origin and protects them from any puni-

tive measures imposed for exercising their constitution-

al rights. To minimize the risk of Section 1983 liability,

the director or the board should make clear to the

client or the employee why an action is taken: a state-

ment of reasons should refer to the facts that support

the action to preclude the charge that constitutionally

impermissible factors were considered.

Privacy. The extent of Section 1983 liability in this

area of the law is still unclear. The privacy interests of

both clients and staff are protected by state law. The
law states that information concerning a public assis-

tance applicant or recipient shall not be disclosed except

for a purpose that is directly connected with the admin-

istration of the public assistance program: the only

exceptions are the recipient's name, address, and

amount of grant, which are matters of public record,-^

Violating the law is a misdemeanor, but the statute

imposes no civil liability on an official who violates it.

Another law protects the privacy of an employee's

personnel file. It makes a few basic facts about the

employee matters of public record-' and prohibits dis-

19. Under federal regulations the state must maintain a merit

system for social services employees, and no permanent merit-system

employee may be disciplined or discharged except for good cause.

Thus a social services employee may be distinguished from a regular

civil servant who was not constitutionally protected by attaining

permanent status! Bishop v. Wood 426 U.S. 314il9''6il.

20. See Pickering v. Bd. of Education. 391 U.S. 563 ( 1968); Johnson

V. Branch. 364 F. 2d 177 (4th Cir. 1966), cert. den. 385 U.S. 1003

(1965).

21. Elrod V. Burns. 427 U.S. 347 ( 1976).

22. \.C. Crfs Sim § 108-45 (Supp. 1977).

23. Only the following facts about any employee are matters of

public record: name. age. date of original employment, current posi-

tion title and salary, date and amount of most recent change in

position, such as suspension or promotion, and office to which the

employee is currently assigned. N-C C^\ Sim § 153A-98 (Suppl.

1977|.
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closure of any other information in the file. Again.

violation of the law is a misdemeanor, hut no ci\il

liability is imposed by statute.

Whether the privacy interest of a client or an em-

ployee is also protected by the Constitution is not clear.

The answer to that question depends to a certain extent

on the kind of information that is disclosed. If the in-

formation is legally confidential, but not of an intimate

nature, and does not damage the person's reputation, in

all likelihood no Section 1983 liability would arise. The
situation may very well be different if the information

disclosed concerns decisions about contraception, preg-

nancy, abortion, or other matters of family life because

the Supreme Court has ruled that an individual does

have a constitutional right of privacy that protects these

kinds of decisions from governmental intrusion.-^ It

could be argued that this constitutional right also ex-

tends to unauthorized disclosure of such information

by a public official, and hence renders him liable under

Section 1983 for such an action.

If the information disclosed is damaging to the client's

or employee's reputation, then yet another Supreme

Court decision must be considered. In Paul v. Davis-"

the Court ruled that before a public official may be

held liable under Section 1983 for unjustifiably damag-

ing a person's good reputation, that person must show

that the injury to his reputation caused him some tangi-

ble harm, such as the loss of his job. The Court held

that without some tangible harm, the person's interest

in his reputation was not significant enough to warrant

constitutional protection. Two examples may show the

distinction the Court made. Suppose a staff member
informed a reporter than an AFDC mother was being

investigated for fraud because the department believed

that her children were living with someone else and she

did not spend the AFDC check for their needs. While

such a disclosure would certainly violate the state law

described above, in order to impose Section 1983 lia-

bility on the official, the mother would have to show
some tangible harm she suffered as a result of the dis-

closure other than a general lowering of her esteem in

the community's eyes. On the other hand, suppose a

food stamp recipient, without any fraudulent intent,

under-reports his income. Suppose further that the local

board accepts a repayment plan in lieu of prosecution.

Somehow getting wind of this, the recipient's employer

calls a board member and inquires about the case. As-

suming that the employer wants to help the recipient,

the board member discusses the case with him. The em-

ployer then fires the recipient, saying that he does not

want anybody in "that kind of mess" working for him.

Here there is a real danger of Section 1983 liabilitv be-

cause the recipient can show a tangible loss caused by

the unauthorized disclosure.

Toi) few cases have been decided on this point of law

to warrant a firm conclusion. However, the wise course

would be to err on the side of confidentiality, because

the likelihood of incurring any personal liability for re-

fusing to divulge information is very remote while the

possibility of incurring criminal liability under state law

for an unauthorized disclosure certainly exists. Further-

more, in certain circumstances additional ci\ il liability

under Section 1983 may also be present.

Supervisor liability

It is clear that a person in a supervisory position will

be liable under Section 1983 for his subordinates'

actions if the supervisor orders or directs the action or

knowingly acquiesces in it. For example, a director who
ordered a unit supervisor to discipline an employee for

publicly criticizing the department would be jointly

liable with the unit supervisor. The extent of his liability

if the director-supervisor had no direct knowledge is

not clear.

Liability would probably depend on whether the

wrongdoing would have come to the director's atten-

tion in the normal course of events if he had been

meeting his supervisory responsibilities as a reasonably

prudent supervisor would. Liability may arise if one

employee consistently engages in unconstitutional con-

duct or if several employees engage in wrongdoing to

the point that a departmental pattern develops. Once
again, too few cases have been decided to allow a more
precise definition of what constitutes a consistent pat-

tern of wrongdoing, A recent Supreme Court decision

involved the Philadelphia police department,-" A citi-

zens' group sued several supervisory police officials

alleging that their failure to properly investigate claims

of brutality and other unconstitutional conduct of line

officers and to discipline and retrain the officers in-

volved rendered them liable under Section 1983. Twenty

separate instances of abuse o\er a one-year period were

proved. The Supreme Court held that given the size of

the police force (7,500), twenty instances were not

sufficient to prove a pervasive pattern of wrongdoing

for which the supervisors could be held liable, and

therefore dismissed the case against them. It left open

the possibility of supervisory liability where the facts

show a consistent pattern of unconstitutional conduct

by subordinates but gave no further guidance on when
that point is reached.

24. See. e.g.. Roe v. Wade, 410 U.S. ll.'^ (197.'^); Griswold v.

Connecticut. 281 U.S. 479 ( 1965).

25. 424 U.S. 693(1976). 26. Rizzo V. Goode 423 U.S. 362 ( 1975).
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Some lower courts ha\e allowed Section 1983 actions

when the supervisory official knew or should have

known of unconstitutional conduct of a subordinate

and failed to investigate, retrain, or reassign the person

or to take other appropriate steps to pre\ent a recur-

rence of the offending conduct.-" For example, suppose

the super\isor of the AFDC eligibilitN- determination

section consistently denied opportunities for advance-

ment to qualified female eligibility specialists because

of their sex: suppose also that the director had been

made aware of the supervisor's conduct. The director's

failure to take any remedial action may make him

jointly liable with the super\isor.

One theme that has clearly emerged from the judicial

decisions is that a supervisory official may not avoid

liability by claiming ignorance of his subordinate's

actions, assuming that a consistent pattern of wrong-

doing exists. This point should be of particular interest

to board members. In %iew of the board's legal duties to

select the director. gi\e administrative advice, and

approve public assistance cases, board members need

to be generally informed on a regular basis of what is

going on in the department so that if some pattern of

wrongdoing does arise, it will come to their attention in

the normal flow of information they receive. While

directors are more likely to incur super\isory liability

because they are directly responsible for the staff, board

members may be held responsible for a notorious and

consistent pattern of wrongdoing.

Defenses. Many cases have arisen concerning the

defenses available to a public official sued under Sec-

tion 1983. The following statements are intended to

give a very general idea of the defenses the courts have

allowed. If the official's conduct that allegedly caused a

constitutional injun,- invoked the exercise of judgment

and discretion, the official has a defense of good faith

and reasonableness. This means that an official will not

be held liable if he can show that he acted in good faith

and that his actions were reasonable in light of the

circumstances known to him at the time, unless they

violated a clearly established constitutional right. -^ For

example, the right to a hearing before AFDC benefits

may be terminated was established in a Supreme Court

decision some vears ago: thus a worker who terminated

a recipient's benefits without gi\ing him a hearing would

be liable even if the worker could show that he had

thoroughly investigated the recipient's eligibility and

sincerely belie\ed that his action was correct. On the

other hand, whether a child or a foster parent has a

27. See. e.g.. Pitrone v. Mercadante, 420 F. supp. 1384 (ED. Penn.

1976); Fialkowski v. Shapp, 405 F. Supp. 946 (ED. Penn. 1975);

Moon V. Winfield. 368 F. Supp. 843 (ED. IIL 1973).

28. Wood V. Strickland. 420 U.S. 308 (1975); Scheuer v. Rhodes,

416 U.S. 232(1974).

constitutional right to procedural due process before

the child is remo\ed from the foster parent's home is an

unsettled question of law at this time.-" so a court is not

likely to impose personal liability on a worker who
removes a child from a foster home in accordance with

the prevailing practice. The Supreme Court has yet to

indicate when a constitutional right becomes "clearly

established."

If a public official is sued under Section 1983 for

violating a constitutional right in the course of fulfilling

a ministerial duty, then he may a\oid liability by show-

ing that he acted in good faith according to an appar-

ently constitutional law.^" For example, eligibility re-

quirements for public assistance are established in ac-

cordance with federal and state laws. A worker who
determines that an applicant is not eligible under these

regulations is not going to be held personallv liable if an

applicant subsequently successfully challenges their

constitutionality.

Impact litigation

In addition to recovery for constitutional injuries

from public officials personally. Section 1983 lawsuits

are also used as a mechanism to bring about change or

reform of the social services system in general. Since

the county and the state cannot be sued directly, a

reform-minded plaintiff must sue the public officials

who administer the system in their personal and repre-

sentati\e capacities. The goal in a lawsuit of this kind is

not to impose personal liability on a public official but

to force him to exercise the authority of his office to

make some change in the system. Typically the plaintiff

in this type of suit is most interested in securing injunc-

tive relief— that is, a court order directing the official to

change the system in some way. Two examples of this

kind of litigation have arisen in North Carolina. In

Alexander w HUT' the plaintiffs were AFDC and Medi-

caid applicants who contended that their applications

were not processed within the time frames established

by federal regulations. While the suit nominally pro-

ceeded against social services officials personally, the

objective was not to impose personal liability on these

Iconlinued on p. 73)

29. In Smith v. Offer, 53 LEd.2d 14 (1977). the Supreme Court

held that any constitutional interest a foster parent has in having a

foster child continue to live with him was adequately protected by the

relatively extensive procedural safeguards provided for in New York

law. The question that remains after this decision is whether a foster

parent has a constitutional right that is violated when the state law-

provides no procedural safeguards, as is the case with North Carolina.

30. See. e.g.. Pierson v. Ray. .386 U.S. 547 (1967); Eslinger v.

Thomas. 476 F. 2d 225 (4th Cir. 1973); Alsager v. District Court, 406

F. Supp. 10 ( Iowa 1975).

31. No. C-C-74-183( W.D.N. C. order. Nov. 16. 1977).
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The Welfare Wilderness: One Way Out

Dorothy N. Gamble

WELFARE RECIPIENTS often fee! that they are

trapped. They are involved in a system grounded on the

work ethic— people should work for whatever they

receive. There is strong evidence that the only kinds of

jobs that are available to welfare recipients are "sec-

ondary-sector jobs"— those with little security, no

fringe benefits, low pay, and capricious supervisory

practices— and that the welfare system gives these

people little opportunity to prepare themselves for any-

thing else.

It is difficult, then, for a welfare recipient to move
out of dependence on a system that seems designed to

keep her dependent and to find dignified economic

self-sufficiency. I want to describe to you how one

group of women did challenge the welfare system head

on, made it work for them in spite of itself, and finally

kicked the system off their backs.

The setting

My work with a county Welfare Rights Organization

(WRO) from 1969-74 was a valuable education in how
welfare works. The WRO had already been organized

by my predecessor the year before I accepted a posi-

tion with a small private social service agency in 1969.

There were about 300 welfare families in this North

Carolina county during the years the organization was

active, but only fifty recipients were ever dues-paying

members and only twenty of those could be considered

active members (i.e., involved in welfare rights activi-

ties at least three times a month).' The group had al-

ready established communication with the National

Welfare Rights Organization and included former share-

croppers from rural tobacco lands as well as urban

recipients from a medium-sized city.

The organization's twenty active members were all

black women. These women often emphasized their

blackness in their response to welfare slurs. This per-

haps inadvertently discouraged whites from becoming

active members, although white recipients attended

meetings from time to time and active black members
helped them with specific problems.

To complete the picture, it is important to describe

the county welfare department and welfare programs

available to recipients in the late 1960s and early 1970s.

Welfare employees have varying degrees of training

and wide differences in their value orientations. Never-

theless, under the pressures they face, many of them

are compelled to behave in ways that their clients

regard as cool or callous. In spite of the system, some
workers do not succumb to these behaviors.

The county welfare board was led by people who had

a traditional view of welfare recipients. Most believed

that their Depression years" view of poverty was ade-

quate for understanding the issues of poverty in the

early 1970s. Having suffered from poverty themselves

during the Depression and having now reached levels

of economic security, they believed welfare recipients

could do the same. They did not or could not see how

the mechanization of southern agriculture and their

ethnic advantage had enhanced their own post-Depres-

sion economic success while at the same time devasta-

The author has taught at the School of Social Work and ihe

Department of City and Regional Planning and is currently doing

research in the School of Nursing, University of North Carolina at

Chapel Hill.

1. In February of 1969 there were 929 AFDC recipients in the

county, all of whom were women and children. The number increased

to 1,342 In 1971 and then began decreasing again to 953 in 1976.

About 400 individuals in the county received Aid to the Aged and Aid

to the Disabled in the early 1970s. The average monthly payment to

AFDC recipients in 1970 was $31.51. North Carolina State Govern-

ment Statistical Abstract {Raleigh: Division of State Budget and Man-

agement, 1976), p. 47. Profile: North Carolina Counties (Raleigh:

Division of State Budget and Management, March 1975), p. 139.
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ting the li\es of many black sharecroppers w ho were

forced off the land.

The WRO members knew, without reading the ex-

perts, that the only \\a\- to get off welfare was to' get

jobs that were not in the "secondary sector." They also

knew that besides money, "success" meant that 1 1) the

income had to be steady. (2) the job had to offer some

self-respect and opportunities for advancement, and

(3l they had to become in\ol\ed in decisions that

affected their li%es. The majority of the active members
found their way to many of these goals. This is how

they did it.

Deciding on a common goal

Although a welfare recipient often has to share life

secrets with the caseworker, health nurse, housing

authority social worker, and loan company, she does

not easily do so with friends and neighbors. In fact,

sometimes it has been necessary for her to keep per-

sonal activities (fortunes and misfortunes) secret lest a

neighbor, eager to look upright in the eyes of the wel-

fare department, inform the department. Sharing their

lives, their misfortunes, and their methods of survival

with one another came gradually to the members of the

organization.

The urban members acknowledged the lack of public

respect for welfare recipients more easily than rural

members because they had been exposed to more media

coverage, which they felt presented welfare recipients

in a negati\e way. The actual distance i fifteen miles

separated the two county meeting places— rural and

urban) and the percei\'ed distance tended to separate

the group until the main leadership and the majority of

the members were urban recipients. The group's

nucleus felt that it was right to be angry when you were

treated disrespectfully, but it was also right to be able

to laugh at \ourseIf and the incredible situations in

which you found yourself. Women who could not vet

allow themsehes to get angry felt uncomfortable in the

group. Women who were so angry that they stayed

hostile to the world were also hostile to the group.

But their concern for each other and their sharing

grew steadily as the group evolved. When one member
was dying of cancer, although it was a fifteen-mile trip

to visit her and her fanr.ily, they did so with sincere

compassion. If one received some produce from a

country relative's garden, she often shared with others.

Most important, they shared with each other their

various experiences with the welfare department and

began to see that there were individual differences in

the payments received, differences in treatment, and

differences in services provided. They shared equally

disagreeable experiences concerning the local hospital's

treatment of their children. They compared the wavs in

which their children were thwarted by the public

schools simply because they carried the tell-tale signs of

po\erty: free lunches, no dime for a school project, and

coats that were too thin for the winter wind.

This was the type of information that they gathered

in a supporti\ e social organization as thev pursued their

goal, which clearly became economic survival with

personal dignitv.

Learning new skills

Trying to keep up with the complexities and constant

changes of welfare regulations is a formidable task,

even for welfare bureaucrats. It was even harder for us

in the WRO because information was sometimes not

available to us. Not until 1968 did the State Department
of Welfare allow the regulations to be made public.

Once the regulations were public and members of the

organization became familiar with them, they became
expert in interpretation and calculation. These skills

were particularly important in 1970, when the state de-

cided to pay only a certain percentage of a recipient's

payment in an effort to trim welfare costs. Welfare

Rights members became so proficient in interpreting

and calculating that they became consultants to new
welfare applicants, helping them to prepare an appro-

priate budget before they saw their eligibility specialists.

Learning to do the calculations and explaining the regu-

lations were important steps for many recipients. These

skills put them on an equal level with the eligibility spe-

cialists. In fact, they knew that they often had a better

understanding of the regulations than the eligibility

specialist, the very person who held control over the

meager allotment on which they and their families tried

to survive. It was an important threshold.

Applying knowledge and gaining confidence

Gradually the new knowledge and ability, which gave

these people confidence, began to affect nearly all

aspects of their lives. First, they began to encourage

other recipients to appeal various decisions about their

welfare budgets. Members of the WRO joined recipients

in appeal hearings, whether or not the recipient was a

member of the organization. Some cases were won and

some lost, but the welfare department knew it was

dealing with well-informed, confident recipients-

something it surely had not seen before.

Schools. The group began to question public school

officials. Teacher conferences took on new meaning

for the individual members. They began a campaign to

make the school system aware of the way certain
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teachers and principals singled out children who re-

ceived free lunches. Members of the organization began

to be active on the Title I (Elementary and Secondary'

Education Act) advisory board in an effort to get school

funds earmarked for poor children to be spent on those

children rather than used indiscriminately within the

school systems.

Housing and health care. Problems with the local

housing authority were challenged as well as problems

relating to private rental housing. The hospital policy

not to treat anyone who had an unpaid bill was chal-

lenged and changed. Local doctors began to feel the

ripples of the welfare members" new knowledge and

confidence: the recipients began to demand adequate

care through Medicare and Medicaid programs. Hardly

a public or private agency in the area was not at some
time challenged by members of the organization to pro-

vide adequate services.

Work Incentive programs. An important area in

which the members showed their initiative and their

support of each other was in their Work Incentive train-

ing programs and classes. As the "work" emphasis of

the WIN program evolved, some members found it

necessary to be in training for three years or more.

They often had to drop out of their classes when family

matters consumed all of their time and energy, but they

usually came back with a new determination to com-

plete high school, typing courses, or licensed practical

nursing school. The members now were convinced of

the need for the training in order to get a decent-paying,

steady job; otherwise, they would just be back on wel-

fare again. It was a vicious cycle: on-again and off-again

with low-paying, short-term jobs and welfare. These

people found that the cycle always left gaps of several

months of no income while they tried to get another job

or to get back on welfare. They found that getting an

unsteady job was simply not worth the physical and

psychological trauma of agonizing months when
children had nothing to eat and they were forced to beg

from a friend. An unfortunate work experience, then,

often becomes an incentive to accept welfare status.

When the Employment Security job counselor came
to encourage the WIN participants to accept various

job offers (such as stock clerk, nurse's aide, or cleaning

crew), she was confronted by a new breed of knowl-

edgeable welfare recipients. WRO members refused

jobs, even with the threat of losing welfare. They held

out for more training and education or a job that was

not dead end.

At last, four, five, and even six years after they had

entered initial training, these people did manage to get

off welfare. Most found jobs that paid a decent wage

and had some degree of security. Three are bus drivers,

one is a social worker, one is a clinical assistant in a

health center, five are licensed practical nurses— in the

same hospital that once refused to treat them— and

four are secretaries.

Some of these women still receive benefits in the

form of decreased child-care payments or supplemental

rent, but they no longer have that "welfare monkey" on

their backs. In freeing themsehes from welfare, they

have not turned their backs on other welfare recipients,

or potential recipients, and still spend a lot of volunteer

time helping them to understand and negotiate the

intricacies of the welfare system.

In summary

When I first became involved in this county welfare

situation, I found that there were several steps I could

take to help this group of women build their organiza-

tion. First, it was important to listen. I needed to know
how various programs and problems had affected their

lives. Often it was like a puzzle: A piece of one person's

problem helped to clarify a piece of the problem de-

scribed by another, and when the pieces fit together

they became useful information for the whole group.

Second, it was important to respond to their stories

by reinforcing the latent anger they felt about some-

thing. If someone told me she had been threatened with

being cut off welfare unless she accepted a particular

job offer, I would say, "Now that would make me mad!"

or "How can those idiots do that to you when they

know you only have another year to go to finish your

course!" People who have been hurt so many times

sometimes forget that it is quite natural to react to

something that hurts.

It was also important to identify the main goals of the

group. In this case I perceived their goals to be "success"

and "dignity"— getting a job in the "primary sector,"

maintaining self-respect, and ha\ ing some control o\er

decisions that affected their lives. I often made sugges-

tions about group strategies and activities, but the group

never responded to them unless they fit their own strong

purposes.

Fourth, it was important to collect and share as much
information as possible about the issues so that the

group could analyze the implications of certain policies.

The linkages the group had with the national organiza-

tion alerted us to proposed federal legislation and

provided information about various programs that

could be started or improved on a local level. Because I

had more time, I did most of this information-gathering,

but we all shared in collecting state and local laws and

regulations.

As a fifth point, it was important to encourage

activities that would acquaint members with their own
latent strengths and abilities. Whether it was organizing

a fund-raising party or discussing welfare in front of a

Summer I'rs/ (,5



college-le\el sociology class, members of the organiza-

tion learned new things about themselves, how well

they could express themselves, how much money they

could raise, or how well they could sort out the essence

of complicated regulations.

Finally, it was important to mariage internal conflict.

Personal problems, ideological problems, and organi-

zational problems crop up in any organization and

sometimes drain energy away from group goals. I tried

to minimize those problems in order to allow the group

to move forward. When I could not manage a conflict.

the group dealt with it, usually by cutting itself off from

it or moving away from it. For example, I had tried to

keep the urban and rural recipients together in order to

have a larger, stronger organization. The rural members

felt the urban members were too aggressive in some of

their strategies, such as challenging a public official in

public. Urban members felt the rural members should

be more aggressive. Resolving these divergent ap-

proaches at each meeting was beginning to consume

too much time. The two subgroups began planning

fewer activities together, and eventually the urban

group made a cordial, but definite, move away from the

rural members.

Various approaches to community organization, in-

cluding the one I used, have been described elsewhere,

and it does not seem useful to advocate one over

another. What does seem important is the need to

initiate and stimulate these kinds of supportive social

organizations, especially among the poor.

I would submit that these women were able to reach

the level of economic success and personal dignity they

achieved because of the support and encouragement

they provided to each other. Without the group, they

would not have reached these levels as effectively, and

probably not at all. When you are all by yourself it is

very difficult to ignore the threat of being cut off

welfare. The knowledge and skills they gained as a

result of keeping the group viable served them in many
different ways. Principally they became more assertive

with the health, welfare, social, and economic systems

that touched their lives.

While it has had an enormous impact on their per-

sonal lives, what these women have done has not much
changed the way the local welfare department operates,

nor can it be considered the solution to national welfare

problems. The changes needed to prevent some of the

basic social and economic injustices in this country

would require a commitment to a major redistribution

of goods and resources, thus far not likely to be

accepted by the public. In the meantime, a human
response to the problerns of the poor is the \ery least

we can ask of our profession. D

REFERENCES

Alinsky, Saul D. Rules for Radicals: A Practical Primer for Realistic

Radicals. New York: Random House, 1971.

Baker. Sally H.. and Levenson, Bernard. "Earnings Prospects of Black

and White Working-Class Women," Sociolo^v of Work and
Occupations X May 1976. Pp. 123-50.

Brager. George, and Specht. Harry. Community Organizing. New
York: Columbia University Press, 1973. Pp. 67-87.

Cox, Fred M.: Erlich. John L: Rothman. Jack: and Tropman. John

E.. eds. Community Action. Planning. Development: A Case-

book. Itasca. III.: Peacock Publishers. Inc.. 1974. Pp. 46-62.

Doeringer. Peter B., and Piore. Michael. "Unemployment and the

Dual Labor Market,' " The Public Interest. .'^8, Winter 1975. Pp.

67-79.

Goodwin, Leonard. Do the Poor Want to Work: A Social-Psychologi-

cal Study of Work Orientations. Washington: Brookings Insti-

tution, 1972. Pp. SI. 112.

Grinnell, Richard M., Jr.. and Kyte. Nancy S. "Delivering Concrete

Environmental Services in a Public Welfare Agency." Journal of

Social Welfare 2. 1975. Pp. 69-82.

Hasenfeld. Yeheskel. "The Role of Employment Placement Services

in Maintaining Poverty." Social Service Review 49. December
1975. Pp. 569-87.

Kahn. Si. How People Get Power: Organizing Oppressed Com-

munities for Action. New York: McGraw-Hill. 1970.

Levitan. Sar; Rein. Martin; and Marwick David. Work and Welfare

Go Together Baltimore: Johns Hopkins University Press. 1972.

P. 100.

Liebow, Elliot. Tally's Corner: A Study of Negro Streetcorner Men.

Boston: Little. Brown & Co.. 1967. Pp. 29-71.

Mayo, Judith, Work and Welfare: Employment and Employability of

Women in the AFDC Program. Chicago: University of Chicago

Community and Family Study Center. 1975.

Miller. S.M.. and Roby. Pamela A. The Future of Inequality. New
York London: Basic Books. 1970. P. 12.

Osgood. Mary H. "Rural and Urban Attitudes Toward Welfare."

Social Work 22. January 1977. Pp. 41-47.

Ostow. Miriam, and Dutke. Anna B. Work and Welfare in New York

City. Baltimore: Johns Hopkins University Press. 1975.

Piven. Frances Fox. and Cloward. Richard A. Regulating the Poor:

The Functions of Public Welfare. New York: Pantheon Books.

1971.

Schler. Daniel J. "The Community Development Process," Com-

munity Devetopmenl as a Process. Edited by Lee J. Cary. Colum-

bia. Mo.: University of Missouri Press. 1970. Pp. 1 13-40.

66 /Popular Govenunent



A Conversation with a Social Worker

(Editor's Note: Recently Bonnie Davis, an Institute

faculty member who works in the field of social

services, talked with Miller Godwin, a social worker

with the Craven County Department of Social

Services, about his work and some of the problems he

encounters.)

Davis: Since this issue of Popular Government is

devoted to social services, we are especially interested

in social workers. Tell us about your present job.

Godwin: Tve been with the county department of

social services (DSS) about nine years. Right now I

work with families through protective services, foster

care services, and adoptions, with emphasis on placing

older or difficult children. That's the most satisfying

part of my job— finding an adoptive home for one of

these children.

Davis: What are the hallmarks of a good social

worker?

Godwin: You must be very conscious of your own
values and feelings and try to prevent them from

interfering with your efforts to help people. You have

to try to avoid making judgments about people, and

you have to be a very good listener.

I think most social workers try to be nonjudgmental.

and they succeed maybe 30 per cent of the time. The

rest of the time even if they don't express it. they still

make a value judgment, and also they get caught up in

what they want the family to do. It's a tendency that

you have to be constantly aware of.

Davis: What about a bad social worker?

Godwin: Well, he doesn't have much patience, and he

is very authoritarian. This type of person sits clients

down and tells them what to do. He's easily frustrated

with his clients and ends up yelling at them.

Davis: Do you find that racism is a problem?

Godwin: Yes. it is a tremendous problem for many of

our clients outside DSS, and I think it is part of the

reason DSS has such a poor image. Inside the agency

we deal with people from different races and different

heritages and never even think about it. Sometimes I

amaze myself in that respect. But when I'm away from

the office I'm quicker to recognize and to express

prejudices.

Davis: What's the most frustrating part of your job?

What keeps you from doing what you think you ought

to do in your job?

Godwin: The paperwork. It's enormous. To me. the

paperwork has to come after delivering services to

people. You know, when you place a child in foster

care, the important thing is to help the child under-

stand what is going on. help the foster family to be

receptive to him. and help his parents understand that

we are trying to help them even though we are taking

their child away. That is the important part. But to do

that— there's so much paperwork you have to do! If

there were one single form that you could use. so

much time would be saved. Instead there's a lot of

duplication, and Title XX made the problem worse.

Davis: What percentage of your time do you spend on

paperwork?

Godwin: Perhaps 50 per cent. If a social worker

wanted to. he could simply retreat behind all the

paperwork. It sometimes happens, and it also happens

that people don't get the paperwork done. You do all

that must be done first and the record-keeping comes

last. You can put that off more easily.

Davis: Do you think generally that the people who are

in supervisory positions are sensitive to your problems

along this line?

Godwin: Yes. I think so. and they try to be

understanding. In our agency we complain to the

supervisor, the director, and the state office up in

Raleigh— we even sent a petition to Jimmy Carter. But
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I think e\enbody is aware that we are bogged down
with paperw ork.

Davis: Do you ha\ e other problems like that?

Godwin: Another big problem is inadequate office

space. When you"re discussing intimate or

embarrassing matters with a client. \ou need some
privacy. Sometimes three or four eligibility specialists

ha\e to inter\ iew people in the same office at the

same time— asking what their income is. whether

they ha\ e an\- money in the bank, whether they're

telling the truth, and so on. The same thing happens

with social workers. Two of them share an office, and

while one is doing paperwork the other is trying to

help a client work through an emotionally distressing

problem. It's not fair to the client, w ho is crying and

pouring her heart out. to ha\e a stranger sitting there

doing paperwork. It's \er\ unprofessional.

Davis: Is adequate protection gi\en to a client's

privacy'?

Godwin: People ha\e to constantly be reminded of

this— people in the total system. Otherwise there is a

good bit of gossip. A worker might tell an outside

person something about a client and e\en if he doesn't

give the client's name, the person may eventually

guess who it is. Probably most people in the system

don't keep the fact that their work is confidential

firmly in mind.

Davis: ^'ou'\ e been in social ser\ices for almost nine

vears. That's a long time for someone to stay on the

front line working in ser\ices. Do you ha\e a problem

with burn-out?

Godwin: Yes. I suppose that's wh\ I'nc done just

about e\ erything I could do within this agency. V\e

talked with some other social workers who ha\ e been

here a good while longer than I ha\e about it
—

there's a general consensus that e\ery two-and-a-half

or three vears vou just really get fed up. \'ou do burn

out. You get tired, '^'ou ha\e worked with some of

these families the whole time and after a while. \ou

reach a point where you feel you can't do any more.

That's when I go to my superior and say. Look. I'm

tired of the same thing— I feel I'm not getting

anywhere and I need to do something different. So I

change jobs within the agency.

Davis; Do you think that's the best possible solution to

the problem, or can the system be changed to

minimize burn-out?

Godwin: The team approach could be used, so that

other people are working with you with a family. You
can support each other and hear each other's gripes

and frustrations.

Davis: How about philosophical differences w ithin a

social services agency about the agency's goals and

how they ought to be achiesed?

Godwin: Well, they do exist, particular!} because of

the way the typical agency is organized. Food
stamp people are by themselves. Eligibility specialists

are b\ themselves. Service workers are by themselves.

The intake unit is by itself. And so forth.

Davis: Do eligibility specialists and social workers

ha\ e different attitudes?

Godwin: 1 think social workers show more concern

toward people. The eligibility specialists don't have as

much training in dealing with people— they're more

like accountants. Their main concern is to make sure

the client is telling the truth and not committing fraud.

With all the emphasis outside the system on

preventing fraud, they can't help having this attitude.

But I do think that by separating eligibility and

services we have given up opportunities to help

people. When I used to do both, a social worker could

help someone receiving assistance get job training or

get into school or something like that. Now clients

may be so embarrassed or humiliated going through

eligibility determination that they're not interested in

seeing or working with the social worker.

Davis: How do you handle cases for which you see no

reasonably satisfactory solution?

Godwin: It takes me a long time to get to that point.

r% e had some cases that two or three other workers

have given up on. The previous workers would say.

"Boy. are you dumb trying to do something with that

family." Dealing with family problems can be very

difficult. Sometimes getting them to perceive the

importance of something is almost impossible. You
keep working with them in areas they are interested in

and hope that they will eventually pick up on what

you think is important. You just have to keep trying.

Davis: Do you find that your enthusiasm for the

situation dwindles as you try more and more things

and they don't work?

Godwin: "^'es. I can think of families that I worked

with for a year or more and tried e\ ery resource I

could think of. Every time I initiated something with

them, something— some relationship— would go

haywire and blow up the whole plan. And so you

finally sit down and say. "Well, nothing works." You
do reach that point. Then you have to try at least to

salvage the children from the family if you can't help

the family.

Davis: Do you feel there is a difference in the \alues

that you as a middle-class person have for yourself
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personally and the values of some of the people that

you try to help?

Godwin: Yes. Definitely. Let me give you an example.

I work with families whose problems involve

alcoholism and sexual promiscuity, on the part of

either the parents or the children— or sometimes

both. I know that the parents care about their

children, but this doesn't always show up in the way

they treat them. When I'm away from work, at home,

I think about this and it upsets me. At work I try not

to make those kinds of value judgments.

Davis: How much do you feel that you should be led

by your clients and how much should you lead them?

Godwin: I don't feel you can out and out lead a client.

You have to begin where they are, try not to make

judgments about them, and start with the goals they

have for themselves. You have your own goals for

them, but they can't be imposed.

Davis: What if there's a big difference between their

goals and yours?

Godwin: This causes a social worker a great deal of

frustration. If there is a vast difference I think the

social worker has to handle what the family wants—

what they value— and if it's reasonable, at least try to

work with them on it and try to put aside what the

social worker sees as a goal.

Davis: Do you think that a case is more Hkely to end

up in court if there is a big disagreement between the

worker and the family about what the goals ought to

be?

Godwin: I think so, especially in a child-abuse

situation in which the child has been removed and the

parents are very hostile. They do not want to really

get down and talk about things with you. They just

want their child back. They may accuse you of

kidnapping even though you have a court order. This

leads to anger on everybody's part.

Davis: In presenting his welfare reform proposals

President Carter said the present system was very anti-

family. Do you agree with him?

Godwin: I'm not now familiar with all the public

assistance eligibility regulations, but in lots of ways I

think the s\sieni has been \ery anti-family. But the

new emphasis in protecti\e services has been pro-

family. Some time ago— and not necessarily here but

overall— the. majority of social workers were too rash

in removing children from their homes. Now the

responsibility is on the social worker and the agency

to help this family stay together by providing

counseling or iilher supportise services such as day

care.

Davis: Would vou recommend social work as a

career?

Godwin: I would for a person who really has concern

for other people, who wants to give time to others and

try to help them. But you have to be realistic about it

and know that you are not going to work miracles. At

least half the time, if not more, depending on what

kind of work you are doing, the work you do in social

work will be very difficult to do. like following a court

order when a mother is emotionally ill and cannot

understand that you have to take her child away. I've

had to take a baby from the arms of a mother like that

who had to be restrained. She was unable to care for

the child but she couldn't see that. You can

sympathize with someone like her who can't

understand.

Davis: Do you take your clients' problems home with

you?

Godwin: I try not to, but sometimes I go home in such

a poor mood it takes a while to forget and relax. This

is a greater problem for new social workers. When you

first go into social work you take it home, and maybe

even dream about it. Some of the things you see and

do are a cultural shock— they were for me when I first

went into social work. I think you have to learn to

leave the problems at work. Most social workers do.

Davis: Do you ever wish that just once you could work

a miracle?

Godwin: In some ways I've seen miracles. I really

have. In some cases 1 was so surprised that I was

overwhelmed, and of course terribly pleased. There

are those days. They are rare and far between, and

when they happen it really feels like a miracle after a

long, hard road you've been on with a person. D
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Dorothy Kiester Retires

from the Institute

ON JUNE 30 Dorothy J. Kiester— a professional social

worker, gifted teacher and writer, and sensitive and

dedicated member of its faculty— retired from the Insti-

tute of Government.

Dee Kiester has strengthened the Institute's work in

public law b\ contributing the social worker's skills

touched with a warmth and humanity that might have

otherwise been lost behind the bare words of court

decisions and statutes.

For fifteen years she brought her talents to the

Institute in the sensiti\e area of human relations-

working with the North Carolina Human Relations

Council, Community Action agencies. Model Cities

Programs, local Human Relations Councils, and other

governmental bodies. In particular. Dee has pioneered

in child welfare, day-care licensing, and iu\enile cor-

rections. Eleven books, a number of articles, and

countless sets of teaching materials earn, her name as

author.

As a consultant on social welfare, she worked with

the State Department's International Cooperation Ad-

ministration in several Latin American countries, as

Assistant to the Chief of the former Children's Bureau,

HEW, and with the League of Woman Voters" Overseas

Education Fund. As if this were not enough. Dee has

also served in many ways within both the University

and Chapel Hill communities.

Dee yields to nobody in her personal conviction of

equality among people. Few persons— certainly none

in my experience— have lived by that conviction both

professionally and personally more fully than she.

Always alert to inequality, she has moved persistently,

tactfully, and thoughtfully to help those who are trying

to overcome it— either \ictims or those who can help

\ictims.

Dee will be traveling abroad for a few months and

then will return to Chapel Hill to work as a consultant

and to continue her writing.

On her retirement, the Institute's faculty and staff

gave Dee a party and presented her with a scroll, signed

by the entire Institute. It is inscribed with a few brief

phrases that summarize who Dorothy J. Kiester is:

dedicated teacher, perceptive counselor, productive

scholar, humanistic colleague, and warm and resource-

ful friend.- HRT
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Day Care

I cimfiiuicJ from p. ?Vy

which in turn have a great bearing on

costs.

Legislators and other decision-mailers

should learn from the experience of

child day care and pass regulatory' legis-

lation designed to protect the dependent

persons entrusted to their care.

The availability of federal money for

child day care has influenced the num-

ber of people who have sought profes-

sional training in the field of child de-

velopment and child day care manage-

ment. Increasing availability of money

through the Older Americans Act will

almost inevitably lead more people into

the business of services for the elderly.

The number and quality of training re-

sources for these people should keep

pace with the demand.

We must focus clearly on what con-

stitutes a service that offers dignified

help for older citizens who want and

need it. At the same time, we must pre-

vent the subversion of these services by

unscrupulous business interests. That is

the new problem for adult day care and

the continuing problem for child day

care. Society must cope with the age-

old problem : how to be truly benevolent

without robbing the beneficiaries of in-

dependence and dignity. D
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Poverty and Malnutrition

(continued from p. 5>}

content than the brains of well-nourished babies. -^^ Re-

cent findings further suggest that caloric intake affects

cognitive development as well as physical growth and

health status.* Low-income children are fifteen times

more likely to be diagnosed as mentally retarded than

other children.'" Over three-fourths of our mentally re-

tarded children are found in impoverished rural and

urban areas.* Organic brain damage resulting from in-

adequate diet before and after birth leads to incapa-

citating mental retardation at the worst and. at the least,

to children stigmatized for life by failure in school.

The poor and malnourished are predisposed to infec-

tious disease, because adequate nutrition is critical to

the function of the body's immune defense system. A
leading cause of infant mortality in North Carolina is

influenza/pneumonia. Diarrhea is often implicated.

These are infectious diseases that can usually be over-

come by a healthy child. They are deadly to the under-

nourished child. Between the ages of one and four, a

nonwhite child is three times more likely to die of in-

fluenza and pneumonia than a white child." This is not

a racial predisposition; the cause is economic.

Finally, and not surprisingly, the incidence of chronic
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disease is significantly related to socioeconomic status.

Besides being more susceptible to disease than middle-

class people, poor people are also more likely to have

more than one disease.*' This tendency has been termed

the "clustering principle"— for instance, nine in ten

Kentucky poor have more than one pathological condi-

tion.^' I doubt that poor people in rural North Carolina

would be significantly different. The U.S. Vital Statistics

for 1976 provides additional evidence that chronic

disease is related to socioeconomic level. In the age

group from 45 to 64, 12.6 per cent of the poor were

unable to work, compared with 2.2 per cent of those

with a higher family income.^-

In a sense, we tiave come to the end of the cycle.

From birth on, those who survive poverty are compelled

to remain poor. There are few who escape. Those who
fail our educational system become the low-wage

earners later on. As chronic disease interferes with

their ability to work, even the marginal economic
security of these families is in jeopardy. Because of high

food costs and the fixed nature of other household

expenses, food is the first item to be cut back in the

budget. The cycle continues. The demand for welfare

grows. It is not surprising, then, that in a recent study of

rural health in the South, mental depression was con-

sidered an extremely significant health problem."" It is a

natural response to a hopeless situation. D
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Medicaid
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payment, since they bill either a private

insurer, Medicaid, or Medicare, and are

reimbursed on the basis of reasonable

and allowable costs or charges. Third-

partv insurers, such as Blue Cross, are

not risking financial loss since they can

simply pass the cost through to the

policyholder, generally as part of a group

policy in which the employer pays all or

the major portion of the cost. In prac-

tice, insurance companies are in the

business of spreading risk, not taking

risks. The employer is not at risk be-

cause the cost of health care for em-

ployees becomes a tax-deductible part

of the internal cost of his business oper-

ation and can be passed on to the con-

sumers of his product in the form of

price increases. Medicaid recipients are

not at risk since all of their cost increases

are passed on as an increased cost to the

state and federal government."

The demand for medical services

appears to be virtually limitless, espe-

cially since nobody is at risk for control-

ling the cost of services. The result is

that the proliferation of high-cost, high-

technology services not only goes un-

checked by any economic mechanisms

but also is actually encouraged by the

health care system in its attempt to pro-

vide high-quality medical care.

Over the short and the long run there

are at least three options for containing

medical care costs: the first relies on

11. .Medicare recipients share some por-

tion of the cost of medical services provided

under that program through a system of de
ductibles.

market mechanisms in the form of great-

er risk- or cost-sharing by consumers or

greater risk-sharing by the providers of

medical services. The second option is

a regulatory system similar to that

governing public utilities or a ceiling

imposed by state and federal planning

authorities on expenditures for medical

care in a given region. A third possibili-

ty would be some combination of options

one and two.'-

The proponents of greater cost-shar-

ing by consumers argue that wide avail-

ability of comprehensive health insur-

ance—providing first-dollar coverage of

health costs— has removed any need for

the individual to be a prudent con-

sumer." Their solution is a system of

health care insurance with deductibles

high enough that consumers would not

treat health care as free.

Other proponents of a market-orient-

ed solution have argued that while a

system of deductibles that varied with

family income would help to contain

medical costs, it probably would not be

adopted. They propose a system that

places the providers at greater risk for

containing costs and allows provider

groups to compete for customers. '"Their

primary vehicle for accomplishing this

goal is some variation of the Health

Maintenance Organization (HMO),
which, with its prepayment mechanism,

seems to encourage providers to reduce

12. Walter McClure, "The Medical Care

System Under National Health Insurance:

Four Models," Journal nf Health Politics.

Policy and lau- (Spring 19761. 22-68.

13. Martin S. Feldstein, "A New Approach

to National Health Insurance." The Public

Interest [Spvmg 19711, 93-103.

14. Paul Ellwood, "The Health Maint^
tance Strategy," Medical Care (May 1971).

costs while permitting the consumer to

evaluate its performance against the tra-

ditional fee-for-service system.

The other option is to move away
from market-oriented solutions and reg-

ulate the health care industry as a public

utility.'' States such as Maryland, Mas-
sachusetts, and Connecticut have estab-

lished rate-regulation commissions as a

method for controlling hospital costs.

In some states costs for long-term care

are regulated in this manner also. It is

still too early, however, to evaluate the

impact of these rate-setting agencies on
health care costs. A stronger version of

the public-utility approach would be to

impose a ceiling on health expenditures

in a given state or region and force the

health care system to live within a fixed

budget. Such an approach would be sim-

ilar to the health-planning mechanisms
now used in Great Britain, which pro-

vide for a degree of control that may
not be acceptable in this country.

What we are likely to see in the United

States over the next several years is

some combination of the market and

the regulatory approach. It remains to

be seen whether these two can be made
to complement each other's strengths

and weaknesses.

North Carolina is now having to de-

velop short-range strategies to cover ris-

ing Medicaid costs, while searching for

methods to contain the overall rise in

medical cost. The political spotlight will

undoubtedly focus on medical costs for

some time in the years ahead.

D

13. Karen Davis. "Rising Hospital Costs:

Possible Causes and Cures," Health Care
Conference of the New York Academy of

Medicine, April 1972,
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officials but to force them, \ia court order, to make
sure that all applications were finally acted on within

the required time frames. In Guilliard v. Craig'- the

plaintiffs were AFDC recipients who contended that

the state had erroneously interpreted a federal eligibili-

ty regulation, thereby reducing the amount of the

monthly grant they received. Again, although the suit

was brought against public officials personally, the ob-

jective was to compel a different interpretation of the

regulation. The point to be made here is that not every

Section 1983 lawsuit involves the personal liability of

the public officials sued.

Conclusion

At this point, the reader should appreciate the diffi-

culty of giving a definite answer to an apparently simple

question concerning personal liability. An attempt to

answer the question involves consideration of two dif-

ferent bodies of law, state tort law and federal law

under Section 1983. Furthermore, federal law has de-

veloped rapidly, and hints of the same are appearing

32. 331 F. Supp. 587 (W.D.N.C. 1971)

with regard to state tort law. And yet, despite the

tangled growth of decisions and rules and exceptions to

them, some fairly simplistic ad\ice will go a long way

toward minimizing risks. Speaking very generally, per-

sonal liability is likely to be imposed under either state

or federal law only if the defendant had some common-
sense inkling that he ought not to be proceeding as he

has— that is, that a reasonable person would see the

situation as being somehow wrong or unfair. If you find

yourself in such a situation, do not discount your con-

cerns but instead act on them and get legal advice. At

worst your lawyer will make you feel that you raised a

foolish question. Also, if you are going to take an action

that is adverse to an important interest of either a client

or an employee, become familiar with the required

procedures and follow them carefully and consistently.

Finally, insurance can be obtained for most if not all of

the risks discussed in this article. This may be done

only by the board of county commissioners. Since avail-

ability and cost vary so much from county to county,

further discussion must proceed on a local basis.

Some may lament the passage from simpler times

when questions of personal liability never arose in the

social services context. For better or worse, that situa-

tion no longer exists and, to borrow a phrase, it is "in

the best interests" of social workers, directors, and

board members to be aware of such considerations and

yet not be intimidated by them, for they warrant atten-

tion but not fear.n
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