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Foreword 

The Lyndon B. Johnson School of Public Affairs has 
established interdisciplinary research on policy prob
lems as the core of its educational program. A m<ijor 
part of this program is the nine-month policy research 
project, in the course of which one or two faculty 
members direct the research of ten to twenty graduate 
students of diverse backgrounds on a policy issue of 
concern to an agency of government. This "client 
orientation" brings the students face to face with 
administrators, legislators, and othe r officials active 
in the policy process, and demonstrates that research 
in a policy environment demands special talent s. It 
also illuminates the occasional difficulties of relating 
research findings to the world of political realities. 

This report on publicly funded programs for chil
dren and youth in Texas is the product of a policy 
resea rch proj ect conducted at the LBJ School in 1980-
81 under grants from the Hogg Foundation and the 

ix 

Ford Foundation. The study deals with the spending 
inefficiency arising from conflicting policies of the 
various leve ls of govern ment which support programs 
for youth and makes recommendations to the govern
ments for untangling and clarifying these policies. 

It is the in tention of the LBJ School both to develop 
men and women who have the capacity to perform 
effec tively in public service and to produce resea rch 
that will enligh ten and inform those already engaged 
in the policy process. The project that resulted in this 
report has helped to accomplish the former; it is our 
hope and expectation that the report itself will con
tribute to the latter. 

Elspeth Rostow 
Dean 
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Introduction 

Children and youth have always enjoyed a special 
place in the public rhetoric of the United States. 
Americans have fostered an image of themselves as 
child loving and child centered, both within families 
and in the public world of government programs. In a 
country where individualism and private responsibil
ity have been especially powerful, the exceptional 
position of children has motivated the reformers and 
"child savers" of every era to press for public programs 
to improve the lives of children and youth. Even when 
their political efforts have not been successful, they 
have still been part of the public consciousness that 
children and youth deserve special public attention 
when other groups do not. 

The justification for providing public programs for 
children has often rested on an image of children as 
"our most precious natural resource," a resource need
ing to be developed to produce the next generat ion of 
citizens, workers, and taxpayers. In this image, public 
programs for children constitute good investments. 
As a recent report on children's health care said in its 
summary of recommendations: 

What we offer is a prospectus for a sound investment in 
America's future, in economic as well as social terms. 
Health y children represent a major economic asset.1 

The justification for investment has been particu
larly powerful in the area of public education, the 
largest single public expenditure for children and 
youth. As Lyndon Johnson extolled our country's 
efforts in education: 

Since the early presidency of Thomas Jefferson, th is 
nation has been committed-as no nation on earth-to 
education of our children. We have valued the minds of 
our young as America's richest resource and we have 
honored that value by dedicating much ofour wealth to 
the development of those minds.2 

The human capital school has formalized the rationale 
of investment by proposing that investments in chil
dren-as through schooling- be undertaken only if 
the rate of return is higher than the return on invest
ment in physical capital. 

The image of investment has extended not only to 

such programs as public education, intended to bene· 
fit all children, but also to programs for children with 
special needs who might otherwise become public 

charges-delinquents, handicapped children, and those 
requiring compensatory education or special educa
tion. Even though humanitarian motives have. been 
present, investment criteria have usually been more 
powerful. The 1930 White House Conference on Child 
Health and Protection justified classes for partially 
blind children in this way: 

It would seem almost unnecessary to have to jus tify, in 
these United States, the cost of the education of any 
child who is educable. Humanitarianism alone would 
seem a sufficient justification. Yet it must be remem· 
bered that the s tate is responsible to the taxpayers for 
the use of public monies and that in consequence the 
s tate tends to look upon all education as an investment 
that will pay justifiable dividends. 

The object in educating partially seeing children is 
the same as in the education of any group-to prevent 
illiteracy and so to develop the innate powers of the 
individual that he will not become a liability to the 
state but an asset of the greatest possible value .... To 
give a partially seeing child an even chance with the 
normall y seeing to become an asset to the s tate, it is 
necessary to provide for him the opportunit y to over
come his handicap . . . ; it is obvious that such facilit ies 
cost more than those provided for the normally seeing. 
If by providing them the s tate is enabled to change 
potential l iabilities into actual assets, no further justi 
fication is necessary.-1 

A somewhat different rationale for public involve
ment has stressed the vu lnerability of children and 
their need for protection. Sometimes, according to 
this rationale, they need to be protected from evil 
influences outside the home over which parents have 
little control; the efforts of reformers in the nineteenth 
century to curb the threats of urban life-bad com
panions, drink, and rampant prostitution- and the 
efforts of recent reformers to limit television com
mercials aimed at children are examples. At oth er 
times, the inability of certain parents to protect their 
children and provide for them has caused reformers to 
press for public institutions like schools and welfare 
programs to stand in place of parents. The Massachu· 
setts minister Edward Everett Hale expressed this 
ideal in the nineteenth century, when many institu · 
tions for children were forming: 

.. . wherever there arc parents, incompetent to make 
their homes fit training places for their children, the 
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Stilte shou ld be gl;1d, should be cager to undertake their 
care .... Nay more, its own me;1ns for training those 
children, must not be merely such ;1s wi II suffice for the 
w;1ifs and strays whom no one else will care for. They 
muM be ~o thorough, and so successful, that parents 
:.hall not themselves regret the care which is given to 
their children; and that, as ohcn as possible, selfish and 
incompetent parents, too poor to educate their children 
well, ma y be willing to give them up to care which is so 
much better.• 

Unfortunately, under still other circumstances chil
dren have required protection from neglect and abuse 
by their own parents, stimulating the development of 
child welfare protective se rvices. 

Still a third rationale for public intervention on 
behalf of children has been based on the tenet of 
equality of opportunity. Even t hough children do not 
begin life as equals, there is still a pervasive belief 
that every child ought to have an equal chance of 
success, limited by innate ability and motivation but 
not by family background. Because of this, children 
have been the "bearers of the American Dream," with 
our hopes for a just society often freighted upon the 
opportunities we provide our children.·' Welfare pro
grams and public education in particular have been 
justified as ways to reduce the barriers of poverty 
which would otherwise make a mockery of equal 
chances. As Pennsylvania legislators justified public 
education in the nineteenth century: 

Common schools, universally established, will multipl y 
the chances of success, perhaps of brilliant success, 
among those who may forever continue ignorant. It is 
the duty of the State to promote and foste r such estab
lishments. That done, the career of each youth will 
depend upon himself. That State will have given the 
first impulse; good conduct and suitable applicat ion 
must do the rest. Among the indigent, "some flashing of 
a mounting genius" may be found; and among both the 
rich and poor, in the course of nature, many no doubt 
will sink into mediocrity, or beneath it. Yet let them 
start with equal advantages leaving no discrimination 
then or thereafter, but such as nature and study shall 
producc.h 

To be sure, the rea lity has never matched the 
rhetoric on behalf of children. The efforts of "child 
savers" have often met with legislative defeat because 
the cause of chi ldren has been poli ticall y weak, be
cause the opponents of poor children have been ever 
present, and because the ethic of private responsibilit y 
for children has been a powerful forct> against estab
lishment of public responsibi lit y.' Some of those who 
have rhetorically supported the cause of children
and the cause of neglected and poor children in partic
ular- have acted in contrary ways. Herbert Hoover, 
never known as a humanitarian, still embraced the 
conventional rhetoric about children; in 1972 he de
clared: 
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T he ideal to which we should drive is that there 
should be no child in America that has not been born 
under proper conditions, that does not li ve in hygienic 
surroundings, that ever suffers from under-nutrition, 
that dOl'S not have prompt and efficient medical atten
tion and inspection, that docs not receive primary 
instruct ion in the elements of hygiene and good health. 
There arc other great efforts on behalf of children 
which we embrace in our aspi rations- that every child 
in America should be free of deleterious labor, should 
participate in our great public school system, and should 
have full participation in the joys of childhood. For if 
we can give these opportunities to but one generation, 
the great sector of our national problems will have been 
solved.K 

Ronald Reagan proclaimed his concern for the "truly 
needy" even whil e he pressed to reduce spending on 
social programs for children by about one-third.9 The 
rhetoric on behalf of children has often come cheap, 
since no one is against chi ldren and those who cham
pion the cause of children can portray themselves as 
humanitarian and concerned, even when their policies 
arc coldhearted and stingy. 

Nonetheless, even though the rhetoric on behalf of 
chi ldren has often become overblown or saccharine, 
there is st ill powerful justification in the claims that 
we should as a society publicly provide for children, 
especially when they suffer poverty, handicaps, threats 
to their healthy development, or abuse in whatever 
form. Although implementing our ideals has at times 
been imperfect - wasteful, inadvertently malicious, 
incomplete, or insubstantial - ou r ideals fo r children 
have been noble, al tru istic, benevolent, and-p;irticu
larl y in the concern that we should free all children to 
develop to the limit their individual capacities-the 
most fo rcdul expression of liberalism. 

Expenditures for Children 
and Youth in Texas 

The public money we are will ing to spend and the 
ways we spend it are good measures of our public 
commitment to the ideals voiced on behalf of children. 
Analyzing spending patterns allows us to compare 
the reality with the rh etoric of concern for children. 
Table 1 presents total public spending on children 
and youth in Texas for the fiscal year 1978. Immedi
ately, we can see that one complexity of investigat ing 
public support for child ren and youth is that many 
different levels of government provide programs. 
Towns and cities provide elementary and secondary 
education, recreation facilities, and libraries; counties 
provide hospitals, juvenile programs, and recreat ion 
facilities; and specia l di stricts provide hosp itals and 
public housing. The state provides more funds for 
education than do local governments (because the 
state funds higher education as well as a substan tial 
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Table 1 

Social Spending for Children a n d Youth i n Texas 
b y Revenue Source, by Function, 

1

FY 1978 
lin millions of dollars) 

Chorirahle Charira/Jle 
Counties and Municipalitie., Cont rilrn t ions. Cont rilm t ions. 

Special and School Federal Private Federal Tax 
Federal Stare District.\ Di.\! ricts S11h8idies Coll! rilmr ions Ex penditures TOTAL 

Education 357.0 2,879.0 .5 1,898.0 127.4 5307 30.3 5,822.9 

Health 68.0 65.0 80.0 25.0 23.9 91.3 149.0 502.2 

Income 
support 584.0 500 35.3 7.8 2.8 10.0 1,148.3 1,838.2 

Food 354.0 200 0.5 0 374.5 

Social 
services 42.0 15.0 3.9 3.5 9.6 33.3 0 107.3 

Day care 30.0 5.9 2.5 8.8 30.9 30.0 108.I 

Justice 2.6 4 1.0 11.4 1.3 0 56.3 

Employment 138.0 2.5 0.5 78.9 219.9 

Recreation/ 
cultural 1.4 12.0 13.7 1050 51.9 170.8 0 354.8 

Psychological 
services 15.0 37.0 6.4 2.5 9.0 0 69 9 

TOTAL 1,592.0 3, 127.4 144.8 2,050.S 226.9 876.0 1.436.5 9,454.1 

Total minus 
education 1,235.0 248.4 144.3 152.5 99.S 345.3 1,406.2 3,631.2 

•Minor amounts of spending on food progrnms show up in income suppon; minor amounts of spending on justice, employment, and 
psychological services are included in socia l services. 

fraction of eleinentary and secondary education l and 
provides funds for welfare programs li ke Aid to Fami 
lies with Dependent Children IAFDC) and Medicaid. 
The state also supports retarded and disturbed chil
dren and funds juvenile justice facilities. The federal 
government is involved in almost all program areas 
(with the exception of recreation ), and in addition 
provides substantial subsidies through "tax expendi
tures," the various credits and exemptions through 
the personal and corporate income taxes. Private char
ity must also be considered, s ince charity funds some 
programs identical to public programs, and since char
itable efforts are llike government programs l social 
efforts on behalf of children, distinct fro m the purely 
private expenditures parents make. Charitable spend
ing contributes about 12 percent of all social spending 
for children and youth, concentrated in support for 
private educat ion, private hospitals, and cultural and 
recreational activities like scouting. 

Obviously, spending for education constitutes the 
vast majority of all spending for children and youth. 
Education accounts for 7 4 percent of direct govern-
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mental spending and 62 percent of total social spend
ing; most of the funding for education comes from 
state and local governments, with the federal govern
ment contributing a relatively minor 8 percent of 
overall spending. However, the programs for children 
with special needs - especially handicapped children 
and children in need of compensatory education
come overwhelmingly from the federal government.Io 
When we consider noneducational programs, then 
the importance of the federal government becomes 
obvious: 69 percent of direct government spending 
and 75 percent of total spending (including tax expen
ditures) for noneducational programs come from the 
federal government. 

Indeed, the federal influence is even greater than 
the magnitude of federal funds, because much of the 
state money supporting chi ldren and youth is required 
for participation in federal programs rather than being 
freely given by the State of Texas. Table 2 divides 
s tate funding for ch ildren and youth into funds which 
are required for participation in federal programs and 
funds which are truly opt ional. II From this data, it 
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Table 2 

State Funds for Children and Youth 
Required for Federa l Programs, FY 1978 
!in millions of dollars) 

Rel]t1ired for 
Federal l'ro,1!,wms 

Education $11 .2 
(0.4)• 

Healt h 45.4 
(69) 

In come support 41.S 
(83) 

Food 9.7 
(48) 

Socia l services 9.0 
(591 

Day care 1.2 
(20) 

Justice 17.8 
(44) 

Employment 2.0 
(801 

Recreation/ cu It ural .002 
(0) 

Psychological se rvices 8.3 
(23) 

TOTAL 146.1 
(4.7) 

Total minus education 134.9 
(54 ) 

Source: Grubb and Heilhrun, Far. Far to Go, table 2. 

*Ro w percentages arc in parentheses. 

becomes clear that the State of Texas has decided to 
spend its own funds for education and for the incar
ceration of potentially troublesome children and youth, 
through the state programs for juven ile delinquents 
and through s tate sponsorship of mental hospitals 
and schools fo r the mentall y retarded. Most of the 
state funding for other programs- including the pro
grams which provide for poor children, like most 
hea lth and income-support programs- has been stim
ulated by federal requirements, rather than appropri
ated without any inducements. Thus most programs 
and the majority of funding for non educational pro
grams come from the federal government, and a ma
jority-54 percent- of s ta te spending for noneduca-
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"OptiontJJ" TOTAL 

2,867.8 2,879.0 
(99.6) 

20.1 65.5 
(31 ) 

8.8 50.3 
(17) 

10.7 20.4 
(52) 

6.2 15.2 
(41 ) 

4.7 5.9 
180) 

23.0 40.8 
(561 

0.5 2.5 
1201 

11.7 11.7 
(100) 

28.5 36.8 
177 ) 

2,982.0 3,128.1 
(95.3 ) 

114.2 249.l 
(461 

tional purposes is federally required. · Apart from 
providing public education, then, the real burden of 
funding our traditional promises to children falls on 
the federal government, not on the state or local 
governments. 

Most direct federal funds for children (with the 
important exception of Social Security) take the form 
of intergovernmental grants. The major welfare pro
grams-AFDC, Medicaid, and food stamps- arc grants 
to s tates, distributed by state agencies through their 
local offices; the major federal education programs
Ti tie I for compensatory education and th e P.L. 94-142 
program for handicapped children, for example - are 
grants to state governments for redistribution to 



school districts. Some programs. such as Head Start, . 
the community mental health centers program, and 
Emergency School Aid Act (ESAA}, provide funds 
directly from the federal government to local govern
ments or private nonprofit agencies. A few programs, 
of which the Comprehensive Employment and Train 
ing Act ICETA) is the prime example, provide funding 
to both state and local governments. Because inter
governmental grants remain the centrnl mechanism 
of funding programs for children and youth, a study of 
programs for children and youth in Texas unavoidably 
requires an examination of the intergovernmental 
relations established by federal grants. 

A Brief History of Intergovern
mental Grants 

The dominant issues in the relations among the 
federal government, the states, and local governments 
have shifted constantly over the past half century. 
They are continuing to change with proposals from 
President Reagan to combine categorical grants into 
block grants and to reduce the burden of federal 
regulation on the states. However, many of the same 
issues and many of the same conflicts emerge time 
and time again. A brief history of federal aid to the 
s tates and localities provides a good introduction to 
the issues which will concern us in examining pro
grams for children and youth in Texas. 

We can identify three rough stages of federal re- · 
sponse to states: a period of early development between 
1935 and 1960; the stage of Great Soc iety programs 
between 1960 and 1970; and a period of extension and 
reaction between 1970 and 1980.12 The changes during 
one period have usually been reactions to the develop
ments in the preceding period. As a result, the his tory 
of federal intergovernmental relations often seems to 
be a roller coaster, with s tate control giving way to 
greater federal power, which is in turn replaced by a 
system of reduced fede ral control ove r the states. The 
appropriate s ize of federal programs-especially given 
the reluctance of most states to fund programs on 
their own-and the appropriate degree of federal par
ticipation (or federal "intervention") remain the two 
most important issues, with no final resolution 
apparent. 

Prior to 1935, the federal role in soc ial services was 
negligible. Woodrow Wilson's description in 1898 of 
the s tate as the carrier of the "great bulk of the busi
ness of government" accurately described America at 
the turn of the centu ry.'-' The states and the local 
governments believed themselves capable of handling 
their own problems, many of which were caused by 
immigration and by the great influx of people from 
the rural areas to urban centers. Although the cities 
were beginn ing to feel the strains of an ever-increasing 
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population, many potential hardships were avoided 
through the benefit s of industrialization. Throughout 
this period of economic expansion, the federal govern 
ment remained re latively dormant in social service 
matters. Although federal grants to the states were 
enacted for vocational education in 1917, they re
mai ned small and relativel y unimportant in redirect
ing programs at the state level. 

However, the Depression of the 1930s forced the 
federal government to exercise its advantage over the 
s tates and local governments in its revenue-sharing 
capacities. The New Deal defined new relationships 
among the levels of government. With the passage of 
the Social Security Act in 1935, the federal govern
ment began to allocate sign ificant sums of money to 
the states fo r social welfare. Title IV of that act, 
"Grants to States for Aid to Dependent Children," was 
a grant program administered by the states under 
ge neral federal guidelines.14 The Aid to Depende nt 
Children (ADC) program was created in a period when 
the stat es needed the aid of the federa l government in 
overcoming dire economic conditions, especially the 
poverty and social unrest generated by high unem
ployment. This is not to say that the New Dea l 
programs were without humanitarian motives, but 
rather that this concern was subordinate to the need 
to help the states. 

With th is motive, the federal govern ment took the 
attitude of service to and cooperation with the states. 
In 1939 Sam uel Meyers and Jennie Mcintyre of the 
U.S. Bureau of Social Science Research observed: 

The s igni fican t th ing to note here, we believe, is that 
these condit ions :rnd l imitations of ADC were not at a ll 
stringent; the b t itude permitted the states was broad. 
The essential permissiveness of the law was, in fac t , 
express ly s tipulated in section-tOl : cach state was to be 
enabled to "furnish financial assist<rnce as pr:1cticabk 
under tbc conditions in such sta te .... "" 

Federal regulation of the program was relati vely lax . 
T hose gu idelines that did exis t acted as boundari es to 
the most outrageous state behavior and were not of 
much concern to most s tates. 

In education, too, a crisis motivated federal inter
vention. The ea rliest federal education programs
grants for vocational education- dealt more with 
continuing education than with basic educational 
expenditures for youth. As early as 1953, local sc hoo l 
districts requested financial relief from thei r ever
increasing burdens. President Eisenhower was at first 
reluctant to involve the federal govern ment in this 
local duty. Even after he became convinced, Congress 
blocked measures that gave the federal government 
any part of local elementary and secondary educationY• 
The pressures from state and local interes t groups 
existed, but- as with social welfare programs in the 
J 930s-these groups were not the dominant force. 
Instead, the Soviet launching of Sputnik, indicating 
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that the Soviet Union had beaten America to outer 
space, constituted a crisis which pursuaded Congress 
to intervene. Tht.: National Defense Education Act, 
designed to encourage student s to pursue the hard 
sciences, passed with littl e trouble, instituting a new 
federal role in education. 

By the 1960s, the fact that the federal government 
could use its resources for the "general welfare" was 
taken for granted. At the same time, a concern for 
specific groups within the population was growing. 
Sociologists investigating juvenile deliquency and 
you th gangs during the 1950s asserted that juvenile 
problems could be attributed to the difficu lty some 
youths had in achieving legitimate goals via legitimate 
means. The concern with education, stimulated partly 
by the Sputnik crisis, extended beyond the failures of 
education in preparing scientific elites to its failures 
in educating poor and minority children. Another 
kind of crisis - the ghetto riots of the mid-l 960s
also contributed powerfull y to a new foc us on "disad
vantaged" groups, those poorly served by existing 
institutions and out of the mainstream of the American 
econom y even in a period of rapid growth. Many of 
the programs that emerged from the New Frontier and 
the Great Society were designed to use federal powers 
to eradicate the social and economic problems gener
ated by inequality. They were based on normative 
principles espousing the need for government to re
duce inequalities, and more specifically the need for 
the federal government to act where the states had 
failed to do so. 

Duri.1g the "creative federalism" of the Johnson 
years, Congress passed more social welfare legislation 
than had ever passed under one president. Under 
Kennedy, the Community Mental Health Center Act 
and the Vocational Education Act were both enacted 
in 1963. In 1964 the Civil Rights Act and the Economic 
Opportunit y Act were passed. The El ementary and 
Secondary Education Act (ESEAl, Medicaid, Medicare, 
and the Manpower Act (forerunner of CETAl were all 
legislated in 1965. Since the states were to administer 
many of these programs designed for groups that the 
states had for so long ignored- blacks in the South, 
for example- the federal at titude toward the states 
was one of distrust, and federal regulations stressed 
the need for control. 

This W<lS especial ly true in education programs. 
Although the goal of equality of educational oppor
tunity has been part of the public schools since the 
early nineteenth century, local districts and state 
agencies have oft en interpreted equality in the most 
inequalitarian ways - like the "separate but equal" 
doctrine enunciated in /'Jessy v. Fer~uson , justifying 
raciall y segregated schools. Given the distrust of the 
states' behavior in education, the Johnson programs 
stressed categorical grant s (like ESEAI that tried to 
specify how and for whom federal funds were to be 

spent, and developed more stringent federal regula
tions to implement this intent. Jn contrast to the 
permissive federal administration of the ADC pro
gram, many of the Great Society programs seem almost 
dictatorial. 

Many of the programs we will examine in subse
quent chapters originated during the 1960s. Others 
developed during the 1970s, but arc still rooted in the 
attitudes developed during the 1960s: that an activist 
government can and should act to alleviate social 
problems; that the federal government must usually 
take the lead, given the unwillingness or the financial 
inability of many states to do so; and that the appro
priate mechanism for federa l problem solving is the 
categorical grant to states, with relatively stringent 
regulations to ensure that states follow the Congres
sional intent in spending federal money. Even as 
these assumptions were being modified during the 
1970s, they were embodied in various new intergov
ernmental programs addressed to specific problems: 
the juvenile Justice and Delinquency Prevention Act 
!JJDPA) of 1974, providing the states funds to improve 
their juvenile justice systems and de-institutionalize 
status offenders; P.L. 94- 142, the Education for All 
Handicapped Americans Act, providing greater help 
to handicapped chi ldren in schools; the food stamp 
program, replacing the unwieldy system of distribut
ing surplus commodities to the poor; the WlC (Women, 
Infants, and Children) program, providing nutritional 
supplements to pregnant women, nursing mothers, 
and infants; and the Emergency School Aid Act, passed 
in 1970 to provide federal support fo r desegregation 
efforts. Still other programs were reauthorized or 
amended during the 1970s, reaffirming their original 
structure of grants to state !and sometimes local ) 
governments while adding new federal regulations; 
AFDC, the CETA program, and vocational education 
are all examples of legislated changes designed to 
focus federal funds more precisely, increasing federal 
control over th t.: way states spend federal funds. 

At the same time, a th ird stage of intergovernmental 
relations began with the election of Richard Nixon in 
1968, a stage of reaction against the programs of the 
l 960s. In response to the exercise of federal control in 
categorical grants, President Nixon began to press for 
block grants to give more control over spending for 
social programs to the states and to reduce federal 
regulations. When Nixon first asked Congress to trans
form man y educational programs into special revenue
sh<tring gra nts in 1970, Congress was reluctant to do 
so because of the power of the education lobbies, 
which di strusted the abilit y of the states to administer 
programs. However, the pressure for decentral ization 
slowl y mounted, partly as a reaction against the Great 
Society and the view that the federal government 
could solve all social problems from Washington. 
Two of the best examples of Nixon's "New Federalism" 



were programs which benefit a large number of chil
dren and you th. The Title XX program, legislated in 
1973, abolished a number of categorical grants for 
social services and in their place distributed federal 
funds to the states to spend on any of thirty social 
services, with minimal federal regulations. The Com
prehensive Employment and Training Act (CET A), 
also passed in 1973, has also been called a special form 
of revenue sharing: it replaced a variety of manpower 
programs with grants to local prime sponsors (local 
governments or coalitions of local governments), pro
viding greater flexibility in spending federal funds for 
employment and training programs for the disadvan
taged than had been true in the earlier programs. In 
addition, Congress enacted Special Revenue Sharing
truly a method of sharing federal funds with state and 
local governments, with federa l funds distributed on 
the basis of formulas with no restrictions on the use 
of funds. Thus the 1970s were a curious period, when 
categorical grants were still being expanded while 
block grants were gaining greater acceptance. 

To be sure, the two major block grants-CETA and 
Title XX- were not by any means unrestric ted, and 
during the 1970s various conflicts developed between 
the federal government and the states over the degree 
of federal control. In the case of Title XX, for example, 
the National Governor's Conference issued a report, 
Fedewl Roadblocks to Efficient State Government, 
which complained that the Department of Health, 
Education, and Welfare !HEW) had stepped beyond its 
authority and issued overly restrictive regulations, 
especially in defining foster care services, emergency 
shelter care, family planning, referral, and protective 
services. 17 In the CET A program, complaints that 
local governments were using federal funds to hire 
regular employees, rather than the unemployed and 
disadvantaged, and complaints about fraud led Con
gress to pass amendments in 1978 which further 
restricted eligibility and imposed greater federa l over
sight. These conflicts reveal that the simple conver
sion of categorical grants into less-restricted grants 
cannot eliminate conflicts over federal regulation, 
and that even grants widely considered to be block 
grants still have significant restrictions. St ill, com· 
pared to the Great Society programs and the prolifera
tion of categorical grants which continm:d into thL' 
1970s, the first efforts to establish le!>s restricted 
block gr<mts were significant shifts. 

Wit h the election of Ronald Reagan, the movement 
toward block grants has accelerated. Building on a 
political climate favorable to block grant s which had 
been developing throughout the 1970s, as well as on 
the conservative's conventional distrust of federal 
power, Reagan's initital proposals in the spring of 
1981 were sweeping: many categorical programs would 
be incorporated into six block grants- for health ser
vices, preventive health, social services, energy assi~-
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tance, community services, and educat ion-with 
reductions of about 25 percent in spending levels; the 
states were to be given the additional flexibility of 
shifting some funds among the different block grants. 
The changes which emerged from Congress were much 
more modest because of pressure of various constitu
encies who feared that competing for funds at the 
state leve l would jeopardize their programs and who 
argued that the states would not necessarily spend 
federal funds in the most appropriate ways. The block 
grants which finally emerged from the political pro
cess did not include the largest programs, like Title 
XX, Title I of the ESEA, and the P.L. 94- 142 program for 
handicapped children, as Reagan had originally pro
posed; many programs with the most vocal support
like child welfare, rehabilitation services, adoption 
assistance, Head Start, and WIC- were maintained as 
separate programs. The block grants which did emerge
principally one consolidating nineteen of twenty-five 
existing health programs in a mental health block 
grant, a preventive health block grant, and a maternal 
and child block grant-were much smaller in scale 
than Reagan had wanted. Bv and large, the changes in 
the first year of the Reagan administration included 
reductions in federal expendi tures, and some reduc
tions in federal regulations governing existing pro
grams. Even though the principle of combining cate
gorical grants and allowing the states greater flexibility 
in how money is spent was given further power, the 
conversion of categorical grants into less-restricted 
block grants is still slow and conflict ridden. 

The history of federal grants over the past fifty 
years displays a slow cycling in the dominant prac
tices, from the permissiveness of the 1930s, to the 
greater federal control in the 1960s, to the relaxation 
of federal control in the 1980s. We can see the same 
kinds of shifts in individual programs as well, as in 
the increasing federa l regulations control over CETA, 
or jin the opposite direction l in the relaxation of 
federal regulations for Title I of ESEA under President 
Reagan. We can expect these cycles to continue; 
regardless of the changes in intergovernmental rela
tions promoted by President Reagan, we can expect 
conflicts among levels of government to continue. 
The problems which remain are to identify the specific 
cause of these conflicts and to isolate those which can 
be minimized from those which are more intractable. 

Levels of Government in the 
Intergovernmental System 

As the intergovernmental system has developed 
during the twentieth century, different levels of gov
ernment have tended to take on spec ific and distinct 
roles. Although thi~ kind of "specialization" may be 
neccs~ary to a large and complex government in order 
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to balance the need for some centralized functions 
and some which are decentralized to local govern
ments, it causes certain conflicts as each level of 
government begins to view its ow n functions, rights, 
and duties in very different ways. The specialization 
of functions may also complicate decisionmaking: 
although decision making is shared in an intergovern
mental system, different levels of government make 
different kinds of decisions, and so conflicts over 
substantive issues may man ifest themselves in indi
rect ways. 

Particularly after the developments of the 1960s, 
the federal government has become the initiator of 
social programs, identifying pressing social problems 
and formulating the mechanisms to address them. In 
this role, the federal government has tended to estab
lish the broad outlines of what public policy should 
be; whatever discretion states or local governments 
may have- and their discretion can be substantial, 
especially in block grant programs like Title XX
they are still constrained by the basic policies estab
lished by the federa l government. As part of its role, 
the federal government has also generally established 
spending levels and, as Table I illustrates, provided a 
majority of the funding for social programs. The supe
riority of the federal government in raising revenue
because of the great revenue-generating capacity of 
the personal and corporate income taxes, in large 
part-has often been cited as the prime reason for the 
revenue-raising role of the federal government. 

Finally, the federal government has become respon
sible for redistribu tion and equity in all forms, includ
ing providing for citizens with special needs (the 
handicapped, for example). Various explanations have 
been given for this result: economists have stressed 
that the efforts of subnational governments to redis
tribute income will be undermined by out-migration 
of the rich and in-migration of the poor, and political 
scientists have stressed the political composition of 
state and federal legislators to explain the greater 
conservatism of the states. Whatever the explanation, 
the fact remains that many federal programs are moti
vated by equity concerns, while most states-especially 
conservative states like Texas- have shown little 
init iat ive in developing such programs of their own. 

Increasingly, state governments have come to play 
the role of administrati ve agents, serving as an inter
mediary between the federal government as planner 
and funder of social programs and local governments 
and agencies which actually provide services. The 
states generally play a subordinate role in planning 
policy and deciding funding levels, l'ven though in 
some programs (especially AFDC and Medicaid) they 
decide how much is spent and in others !like Title XX) 
they play a critical policymaking role. Since services 
are usuall y provided at the local level, the state gov
ernment is decreasingly a service provider and incrcas-
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ingly a monitor of lower-level governments. Thus 
states arc caught in the middle, monitored from above 
and monitoring those governments below them. Al
though most observers agree that state power has 
increased markedly during the twentieth century- as 
state funding has grown relat ive to local funding, and 
as the states have come to play important roles in 
federal programs-that power remains ambiguous, 
circumscribed by both the federal government and 
(espec ially in Texas) by the history of local preroga
tives and control. 

Local governments and agencies-for example, pri 
vate nonprofit agencies like community mental health 
centers and Head Start agencies- are largely respon
sible for providing most services to children and 
youth. In some areas-especially elementary and sec
ondary education and recreation- local governments 
are a principal source of funding and direction, but in 
almost all other areas their funding is small, their role 
in policymaking is weak, and they must respond to 
both state and federal requirements. The frust rations 
of programs for children and youth often become 
most acute at the local level; while local agencies 
which deliver services are the most visible and vul
nerable level of the intergovernmental structure
usually held responsible for the quality of services, 
the failure to provide services adequately, the various 
forms of waste and inefficiency- in fact they are the 
most constrained of any level in che intergovernmen
tal system, and often don't have either the resources 
or the discretion to respond to criticisms. 

Within this rough divi sion of labor, every leve l of 
government has at least some autonomy. Each level of 
government has its own elected politicians, ics own 
political constituency, its own tax base, and its own 
priorities. We assume th~tt every level of government 
in the federal system works first and foremost to 
protect its own interests and promote its own priori 
ties. Although different levels of government may 
agree on some issues-on the need for bilingual edu
cation or community mental health centers, for ex
ample-their priorities for funding may differ, and 
they may di sagree on the best way to implement or 
administer a specific program. When priorities and 
values conflict, there we can expect to find the greatest 
tensions in the intergovernmental system. Thesl' 
tensions arc especiall y likely because of the basic 
rationale for federal gr;tnt s: federal funds support pro
grams which otherwist: would not exist or would be 
underfunded, and so by construction the priorities 
and values of federal programs differ from those of 
government~ who receive federal aid. This, then, is 
tht.: most inm1ctable dilemma of the intergovernmen
tal system: if there were no differences in prioritie~, 
there would be no need for federal grants ~ince the 
statl's (or localities) would provide the prog:raml> which 
thl' federal government no\\' providl's. The very exis· 



tence of a federal program indicates a social problem 
which the states and local governments have been 
unwilling to address. 

In examining intergovernmental relations in the 
programs for children and youth in Texas, we will be 
examining three basic areas, each corresponding rough
ly to a different level of government and a different 
kind of "specialization." The first area is that of fund
ing, since public funds are the sine qua non of public 
programs. In examining the various problems which 
emerge in the area of intergovernmental funding (in 
Chapter l l, we will initially be concerned with federal 
practices, since the federal government establishes 
the basic funding structure for the programs we will 
examine. Inevitably, federal funds bring with them 
regulations which attempt to determine how monies 
are spent, and so regulatory issues are the second 
major area we will analyze. In examining the conflicts 
between federal and state agencies over regulations in 
Chapter 2, we will usually take the state's perspective, 
since the difficulties arising from regulatory conflicts 
are most visible at the state level. Finally, once pro
grams have been funded and administered, they often 
suffer problems of coordination with other programs, 
especially since the number of intergovernmental 
programs has grown so large. In examining coordina
tion problems, in Chapter 3, we will concentrate on 
the local level s ince coordination problems are expe
rienced most clearly at the local level where services 
are delivered, even though they may originate at 
higher levels of government. 

Since the intergovernmental system has become 
large and complex, it has become impossible for any 
analysis to encompass all existing programs. Federal 
programs benefiting children and youth number in 
the hundreds, ranging from the important programs 
in health and welfare to the triviat. •s In our analysis of 
intergovernmental relations in Texas, we have chosen 
to concentrate on fourteen programs which cover 
different functional areas and which are important 
either because of their size or because they serve a 
group of children and youth in special need. The 
programs we examine include the basic welfare pro
grams-AFDC, food stamps, and Medicaid; the most 
important federal education programs- Title I of ESEA 
and the P.L. 94- 142 program of aid for handicapped 
children; and the program which funds most social 
services, Ti tle XX. In addition, we have examined two 
education programs for special purposes: bili ngual 
education, which is especially important in Texas 
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because of the large number of Spanish-speaking chi l
dren; and the ESAA program of aid for desegregating 
districts. Of the other programs for specific groups we 
have included the CET A program for disadvantaged 
and unemployed youth; the WIC program for infants 
at risk of poor nutrition; child welfare services for 
children in danger of neglect or abuse; the Juvenile 
Justice and Delinquency Prevention Act program for 
youthful offenders; the Head Start program aimed at 
children who may be "educationally disadvantaged"; 
and the community mental health centers providing 
a variety of psychological services. The Appendix 
contains brief descriptions of each program. 

Many of the programs which we have investigated 
arc in the process of changing ~is President Reagan has 
begun to implement his program of replacing categor
ical grants wtih block grants, reducing federal regula
tions, and reducing federal social spending. For example, 
the community mental health centers have been in
cluded, along with alcoholism and drug abuse projects, 
into the mental health block grant; public service 
employment under CETA has been eliminated, though 
training programs have continued; Emergency School 
Aid for desegregation has been included in the educa
tion block grant; the Juvenile Justice and Delinquency 
Prevention Act has expired; and many federal regula
tions for Title XX and Title I of the ESEA have been 
eliminated. Thus, even if the changes Reagan has 
made are not as sweeping as he would like, they are 
still substantial. However, the underlying issues in 
intergovern mental relations will persist despite these 
revisions of social programs, because the underl ying 
intergovernmental structure has not been changed. 
Our interest in examining severa l specific programs 
for children and youth, then, is not to detail findings 
about these programs per se, but to use them as 
illustrations of the broader problems of intergovern
mental relations in programs for children and youth . 

The fulfil lment of our special promises to nurture 
and protect children and youth depends on the inter
governmenta l system funct ioning smooth ly because 
of the extent to which social programs have been 
funded through intergovernmental mechanisms. P<tr
ticularly in a period of reductions in public fund ing 
for socia l programs, it becomes all the more necessary 
to climi11<1tc the intergovernmental confl icts, funding 
inequities, administrnt iw complexities, and coordi
nation ·problems which otherwise reduce the efficacy 
of public programs. If we foil to do this, we foil our 
children. 
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1. Funds: Fiscal Dilemmas in Intergovern
mental Programs 

The expansion of federal grant programs has trans
ferred funding responsibility to the federal govern
ment. In some cases responsibility is shared: for ex
ample, in programs where the federal government 
requires state governments to contribute a specific 
fraction of total expenditures, the different states can 
decide what funding levels will be by deciding how 
much state money to appropriate. Decisions about 
how funds are to be spent are almost always joint 
decisions, with states (or local units like school dis
tricts and CETA prime sponsors) administering federal 
funds subject to federal guidelines. Even where fiscal 
responsibility is shared, however, the structure of 
federal programs still determines state and local fiscal 
decisions. 

We need, therefore, to analyze how federal programs 
have shaped the funding patterns which affect children 
and youth. We will investigate the success of federal 
grants in meeting the objectives established for them, 
the fiscal problems resulting from federal grants, 
and the appropriateness of different types of funding 
mechanisms. Understanding the influence of federal 
programs on funding levels is particularly important 
to Texas, since federal funds are a large proportion of 
noneducational governmental spending for children 
and youth. 

The growing number and variety of federal grants 
has complicated the intergovernmental system by 
increasing the complexity of federal grant mechanisms. 
Three distinctions are critical. The first is that between 
matching grants and nonmatching grants. Matching 
grants require the state government to contribute a 
specific fraction of total revenues, and the federal 
government therefore matches s tate spending at a 
particular rate. For example, under Title XX grants for 
social services, the federal government matches every 
dollar of state revenue with three dollars of federal 
money, and thus every state is required to contribute 
one-fourth of the total cost; in the Medicaid programs, 
the federal share of Medicaid spending for Texas in 
1980 was 58.35 percent, and thus the federal govern
ment matched every dollar of state revenue with 
$ J.40 of federal aid. In contrast, nonmatching grants 
require no specific level of state funding. Relative to 
nonmatching grants, matching grants encourage state 
governments to increase their own contributions as a 
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way of increasing federal funds. In addition, under 
some matching grants-those like AFDC and Medicaid, 
which are open ended, or have no limit on federal 
funds- total funding levels is partly a state decision, 
whereas the funding level in nonmatching grants is 
wholly a federa l decision. 

The second critical distinction is that between 
formula and discretionary grants. Formula grants allo
cate federal funds on the basis of formulas; for example, 
the funds for the WIC program of food for pregnant 
and nursing women and their infants are distributed 
among the states on the basis of the total number of 
children under 200 percent of the poverty level and 
the state's proportion of the nation's infant mortality. 
All matching grants are formula grants, but nonmatch
ing grants can be either formula grants or discretionary 
grants. Discretionary grants (sometimes referred to as 
project grants) are awarded to state and local govern
ments using guidelines which are Jess restrictive than 
formula grants, and which usually attempt to consider 
the quality of applications. Project grants are frequently 
used in experimental programs, where the federal 
government wants to evaluate different programs and 
therefore wants to fund them under favorable circum
stances. Although project grants may be allocated 
among states or regions with informal guidelines to 
insure geographic equity, these guidelines are not 
usually public knowledge and may not be strictl y 
enforced. 

The third critical dis tinction is that between cate· 
gorical grants and block grants. Categorical grants are 
rest ricted in their purpose; for example, WIC funds 
may be used only to buy food for mothers and children 
with specific characteristics, and may not be used 
either for other nutrition programs or for other kinds 
of services to mothers and infants. In contrast, block 
grants are relatively less restricted in the activities 
they can fund. In reality, the difference between cate
gorical and block grants describes a continuum of 
federal restrictions. Title XX funds for social services 
can be spent for any of thirty different social services, 
and is therefore usually considered a block ~rant ; 
however, Title XX is still much more restricted in 
what it can be spent for than general revenue sharing, 
which can be used to support any governmental ser
vice whatsoever. Similarly, Medicaid is usually con-
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sidered a categorical grant for health care, but it can 
be used for a wide variety of medical procedures and is 
thus much less restricted than Maternal and Child 
Health grants. The extent of federal restrictions is 
therefore the critical issue, and the distinction between 
block grants and categorical grants is a relative one. 

The system of intergovernmental relations has been 
further complicated by the variety of recipients of 
federal grants. The earliest federal grants-those for 
vocational education and for Aid to Dependent Chil
dren- were grants to state governments to administer 
within federal guidelines. However, the grants devel
oped during the 1960s have a much greater variety of 
possible recipients. Some grants are nominally dis
tributed to state governments but are earmarked for 
redistribution to local governments. For example, Title 
I funds for compensatory education are distributed to 
state education agencies, and school districts in turn 
must apply for these funds. In practice the federal 
specifications of how funds are to be distributed among 
school districts arc so precise that the state agencies 
have almost no control, and Title I grants are effec
tively grants from the federal government to local 
school districts. In sti ll other cases, local districts are 
the direct recipients; Emergency School Aid Act !ESAAl 
funds to help desegregation are an example of funds 
which flow directly to school districts and bypass 
state educat ion agencies completely. In other pro
grams, both state and local agencies can be recipients: 
fo r example, 60 percent of CET A funds in Texas go 
directly from the fede ral government to local prime 
sponsors, which can be cities, counties, or groups of 
local jurisdictions; the remaining 4·0 percent goes to 
the Texas Department of Community Affairs, which 
administers these funds for the "balance of state" not 
covered by local prime sponsors. 
grants are local private nonprofit service agencies 
with no formal obligations to either state or local 
governments; for example, some Head Start programs 
are run by private nonprofit agencies and funded 
directly from Washington, with the state governor 
having only a pro-forma approval. Community mental 
health centers, _which can be private nonprofit agen
cies, typi cally receive drug and alcohol abuse funds 
and community mental health centl.'r funds direct ly 
from Washington, as state funds administered by the 
Texas Department of Mental Health and Mental Re
tardation (TDMHMRl, and Medicaid and Title XX 
grants administcrL·d by the Texas Department of Hu
man Resources !TDHRI. Thus the recipients offederal 
funds include a wide variety of local governments, 
school districts, and nongovernmental agencies as 
well as state governments. The large number of grant 
recipients and the variow. types of grant mechanisms 
produce enormously complicated funding patterns. 

Funding patterns are still more complicated because 
the direct recipients of federal grant~ often act as 
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intermediaries, distributing funds to lower levels of 
government. Thus TDHR administers Title XX funds, 
but most of these fede ral·monies are then distributed 
to local governments and private nonprofit agencies 
who actually provide the services. CETA prime spon
sors often distribute their funds to subcontractors 
who provide the actual training. The process of sub· 
contracting and redi stributing federal funds means 
that there are rarely only two levels of government 
1e.g., federal and state, or federal and local l involved in 
a federal program; almost always at least three layers 
are involved. This in turn means that intergovern· 
mental problems may arise not only between state 
gc1\'l.'rnmcnb and the federal governments, but also IK" 
tween local governments (or the local private non
profit agencies, which arc really quasi-public in nature\ 
and state governments, in ways we will examine in 
subsequent sections. 

Thus the basic funding mechanisms themselves 
generate considerable complexity, even without con· 
sidering the federal regulat ions which govern ho\\· 
federal funds an: spent. In this chapter we examine 
five areas of problems generated by federal grants: 
problems of inequalities in funding; the underuse of 
federal funds in Texas; inadequate levels of funding; 
difficulties produced by the timing of federal reim· 
bursements; and state and local budgetary strategie~ 
in response to intcrgoYernmental grants. We consider 
these funding issues to be in some ways primary; unt ii 
funds are in place, none of the other problems afflict
ing programs for children and youth-the problems o' 
conflict over regulations discus~ed in Chapter 2, the: 
coordination issues which arc the suhiect of Chapter 
3, or the much more intractable problems of the 
effectiveness of differt:nt programs-can be raisL·d at 
a 11. 

The Inequitable Distribution of 
Public Funds 

One of the enduring reasons for governmental pro· 
grams on behalf of children is that all children should 
have a reasonably good chance for success in thei r 
adult lives. Many of the most prominent education 
programs- Title I or the ESEA, bi lingual education 
programs, programs for handicapped children; pro
grams of state aid to local districts-have been de
signed to provide educational opportunity to children 
who wou ld otherwise have substandard education. 
Many welfare, health, and nutrition programs similar
ly reflect a concern that poor children would other
wise stand littl e chance of growing up healthy and 
able to compete as adults. From this viewpoint, ine
qualities in public programs available to children and 
youth are an anathema, because such inequalities 
indicate that some children will be given a greater 
opportunity-or have their disabilities corrected to a 
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Table 3 

Measures of Variation among Texas Counties in Programs for Children and Youth 

Unweighted Weighted Wei,~htecl 

Coefficient Coefficient 
Percentiles: 

of Variation of Variation 10th 90th 

EDUCATION 

I. Total Expenditure·' 
Average daily attendance 1.268 .242 $1,46 1 $1,921 

2. Assessed Yaluation.i 
Average daily attendance .965 .47 1 $24,496 $65,180 

INCOME .'iUPPO/ff 
3. AFDC paymen tsl 

Poor populat ion .653 .39 1 $ 14.18 $47.61 
4. AFDC paymentsl 

AFDC families .102 .054 $1 ,171 $1 ,371 

5. AFDC fami lies2 
Poor female·head families .786 .493 9.5% 37.2% 

6. AFDC payments2 

AFDC individuals .099 .038 $356.85 $384.02 

7. AFDC individuaJs2 
Poor individuals .642 .378 3.88% 13.03% 

8. Low·income housing expenditures• 
Poor population 2.000 I. JOO 0 $.0199 

NUTl~ITION 

9. Food stamp bonus value2 

Poor population .766 .500 $30.32 $122.86 

10. Food stamp bonus value2 

Food stamp recipients .IOI .021 $299.02 $376.62 

11. Food stamp recipients2 

Poor population .705 .500 8.9S% 34.97% 

12. WIC children6 
Poor chi ldren under 6 1.848 1.030 0 

13. WIC mothers6 
Poor population 1.82 1 .754 0 

HEALTH 

14. EPSDT medical patients 1 

Poor children 0· 19 .690 .389 3.78% 13.04% 

IS. Children se rved by maternal and child health1 

Poor children 0· 19 8.250 1.197 0 12.77% 

16. Children immunizl'd for DPT1 

Children O· I 9 .678 .519 5.44% 11 .02% 

17. Children immun ized for polio1 

Children 0·19 .7 11 .535 4.4696 10.56% 

18. Children immun ized for measks1 

Children 0-19 .667 .643 I .SS% 4.46% 

Table 3 continues on page 14. 
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Table 3 (cont.) 

Unweig,hted Wei.~htecl 
Wei.~hted 

Coefficie nt Coe ffi c.:i e nt 
J>erc:entiles: 

of V ctriat ion of Varit1tion Wth 9Uth 
CHILD CA/{£ 

19. Head Start funds' 
Poor childn:n under 6 3.416 1.586 0 $59.76 

20. Hcad Stan children' 
Poor childrcn under 6 1.950 1.233 0 6.38% 

21. Children in public child care2 

Poor chi ldren under 6 3.778 5.055 0 5.60% 

22. Licensed chi Id carc capacity' 
Chi ldren undcr 6 .986 .421 10.05')(, 25.02% 

/lJ VENILE /UST/CE 

23. Count y spcnding for probation' 
Childrcn 10· 17 1.209 .590 $3.73 $25.90 

SOCIAL ANJ) />SYC:HOLOC.'/(.'AL SERVICES 

24. Community mental health ~aticnts 0·12~ 

Children 0·12 1.490 .708 .011% .041% 

2::i. Community ment;1l health p;1tients 13- 17 ~ 
Youth 13·17 1.296 .559 .073')(, .197% 

26. Children under 6 in state schools for the 
mental ly retarded' 
Children under 6 3.368 2.073 0 .154% 

27. Number rcceiving scrvices fo r abused and 
nqdectcd chi Id re n 1 

Children 0·5 2.668 4..'i29 .03 1'li· 9.24% 

28. County expenditures for child welfare' 
Children 0-5 2.046 .807 S.269 $959 

29. Fcdcral famil}'. planning funds' 
Population 6.738 2.618 0 Sl .21 

30. Handicapped earl }'. childhood educa tion funds' 
Children 0-5 14. l::iO 7.671 () S.963 

31. Number served by crippled children's services' 
Childrcn 0· 19 .636 .676 .095')(, .647% 

32. Children under 6 in spec i;il educat ion ' 
Childrcn under 6 1.270 .833 .907'X, 3.48% 

Source: W. Norton Grubb and Julia Green Brody, "Spending Inequalities for Children's Programs in Texas," The A1111e1/s of rhc 
l\ meriwn Arnclemy 11( 1'11/11iwl 11nd Social Sciences (Ma y 1982, Special Issue, NThc Young Child and Social Policy''!. 

1 Texa~ Department of Community Affairs, "Famil y and Child Statistics Information System !FACSI," data set fo r 1977 made 
avai la hie on computer tapes. 

!Tl·xas Dcp;irtmcnt of Human Resource, Annual Report, 1978. 
·'Com puter printou ts for school yc;ir 1977-78 made avai lable hy the Texas Educat ion Agency. 
·•Community Serv ices Administrat ion, l>istri/J111io11 of Federal f11 11cls i11 Te x11s. 197/l (Washington, D.C.: U.S. Government 

Prin ting Office, 1979 1. 
~Texas Departmen t of Me ntal Hca lth·Mcnt;il Retardation, 1>111t1 Hook 197/l. vols. A and II [Austi n: Texas Dcpart1rn:nt of 

Mental Health and Mcnt;d Retardation, 1979 1. 
~Mimrngraphed dat;l provided by t he Texas Department of Ht:alth show enroll ments in the WIC program, fiscal year 1979. 

Thl' ~calc of thOl' data is unclear, and so the 90th percentile ha~ not been shown. 
'Data collcc.:1cd by llctk Runtc, Special Committl'l' on the Dl·livcry of Human Services in Texa~. from count\' budgets forfistal year 

I 978. l )ata on population h}• age and population hdow 60 pcrcc111 of median income arc takl·n from Texas Department of Hum;in 
Rcsourct:~. "Title XX Eli)!1hh:~ at 60% of Ml·dian Income for Tcxa,, Tcxa~ Counties, and l)J'W Rl·gions," Aus1in, November 1978. 
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greater extent - than other children. In fact, many 
intergovernmental aid programs have been specifical
ly designed to reduce spending inequalities; for exam
ple, the programs of state aid to educat ion which 
began shortly after the turn of the century were 
designed to reduce the difference between low-spending 
and high-spending school districts. 1 The structure of 
AFDC and Medicaid grants are designed to provide 
more federal funds to low-income states which might 
otherwise spend relatively little for these programs. 
Providing compensatory education to districts with 
h igh proportions of low-income s tudents is an effort 
to give more funds for education in precisely those 
districts where educational opportunities might other
wise be limited. Correcting in equiti es has always 
been one of the primary motives underlying public 
spending,2 and these motives are all the more impor
tant in programs for children and youth who might 
otherwise be trapped in a cycle of poverty. 

Of the various inequities which can affect children 
and youth, those in educational programs have at
tracted the most attention. In many programs, differ
ences among states are large: in the AFDC program
the basic welfare program for poor children-the 
highest-spending s tate !Hawaii ) spend $6,552 for a 
family of four in 1978, while the lowest-spending 
state !Mississippi ) spent $1,440; Texas ranked forty 
eighth, with a grant of $1,680.3 In the Medicaid and 
food stamps programs-again the most basic source 
of health care and nutrition for poor children
expenditures among states are similarly uneven.~ 

In addition, funding inequalities within states can 
be substantial. School funding inequalities are per
haps the best known; an increasing number of law
suits challenging school financing patterns has been 
testimony to the power of equal educational oppor
tunity as a goal of reform. However, although non
school programs have not been extensively analyzed,5 

noneducational services suffer from inequalities as 
well, most of them considerably greater than exist ing 
inequalities in school funds. Table 3 presents a simple 
measure of inequality- the coefficient of variation, 
or the standard deviation divided by the mean- for a 
variety of programs for children and youth within 
Texas. Since the coefficient of variation is not an 
intu itively meaningful number, we have also included 
the tenth and ninetieth percentiles as alternative 
indicators. The results indicate, for example, that I 0 
percent of children live in counties where the AFDC 
payments per poor person arc $14.18 or less, while 10 
percent live in counties where the spending level is 
$47.61 or more, and 80 percent live in count ies be
tween the two extremes. No matter which measure is 
used, the statistics in Table 3 indicate that the varia
tion among counties in spending for children's pro
grams is substantial and that in every program funds 
are distributed less equally than arc school resources 
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per child. Thus we need to consider both differences 
among states and differences within states in examin
ing the role of intergovernmetnal grants in alleviating 
or promoting spending inequalities. 

One reason for spe nding differences is the varying 
capacities of governmental entities to raise money. 
One indicator of the revenue-generating differences 
among the states is income: those states with high 
levels of spending-whether for programs benefiting 
children, such as AFDC and Medicaid, or for genera l 
governmental expenditures- tend to have high in
comes. Since the differences among states in per 
capita or median income are large - about two to 
one6-expenditure differences among states are cor
respondingly large. Within states, the property tax 
base is another measure of revenue-generating differ
ences: the differences among school districts in 
spending levels has conventionally been attributed to 
variation in property value per pupil more than any 
other factor, and the differences among Texas coun
ties in spending for child welfare services and juvenile 
probation services, in lines 23 and 28 of Table 3, are 
also highly correlated with property value. Differences 
in resources, such as income or property value, can be 
corrected, as through programs of state aid to poor 
school districts. Simi larly, the funding formulas for 
AFDC and Medicaid, which have higher matching 
rates for low-income states than for high-income states, 
have been designed to compensate for income differ
ences among states. However, these efforts have 
always been insufficient to correct the underlying 
inequalities. 

Inequalities may also arise because of the state's 
historical and political influences. For example, Texas 
has traditionally been a conservative s tate, and its 
distaste for welfare spending has been incorporated 
into a state constitutional ceiling fo r welfare expen
ditures which can be altered only by amending the 
state constitution. Its conservatism crops up in man y 
other program areas, as we shall see in subsequent 
sections. Differences among s tates due to preferences 
or ideological leanings have generally been viewed 
with some ambivalence within the intergovernmental 
system. On one hand, a central purpose of some 
federal programs is to provide minimum leve ls of 
spending in areas where the individual s tates would 
by themselves spend nearly nothing, thereby over
riding state preferences with federal funds. On the 
other hand, some federal programs allow states to 
choose the lcvc:I of funding, and state preferences 
have been considered of greater importance. 

Administrative practices may also generate ine
qua liti es. For example, the inequalities within Texas 
in AFDC spendi ng may result from differences in 
practices among local welfare offices; federal officials 
have complained that the lack of bilingual casework
ers in South Texas and res trictive practices in West 
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Texas are responsible for relatively low spending 
levels in those areas.1 In general, administrative prac
tices which generate inequalities within states cannot 
be easily controlled by federal officials, both because 
of lack of resources to monitor the states and because 
one of the assumptions of intergovernmental grants 
is that lower levels of government- in this case, 
Texas- know better how to administer funds at the 
state level than does the federal government. While 
this assumption is the essence of intergovernmental 
cooperation, it may also generate problems- such as 
spending inequalities-which are harmful to the pur
poses of federal programs. 

Finally, inequa lities may be generated by the fund
ing mechanisms used in grant programs. Unlike state 
administrative practices, these sources of inequalities 
arc rooted in basic funding patterns and cannot be 
corrected without legislative changes. Different ele
ments of grant structure-such as freedom of choice 
within block grants, the use of project grants, fau lty 
matching requirements, hold-harmless provisions, in
adequate specification of formulas-can cause various 
inequalities, or fail to correct existing ones. In the 
remainder of this section we examine the various 
problems of different funding mechanisms. 

Formula Grants 

Formula grants account for 79 percent of the cate
gorical grant funds distributed by the federal govern
ment.s The formulas used to distribute funds differ 
widely among the various grant programs, and they 
may generate inequities because 11) the quality of 
information going into the formula is inadequate or 
incorrect or (2) the logic of the basic formula is faulty. 

Incorrect/ Inadequate Formula Information 

One fac tor typica ll y used in formulas is populati?n 
data. If population data comes from the decen111al 
census, the formu la will probably be reliable for thl' 
year or two immediate ly following the release of such 
data. However, in the latter part of a decade, the 
census data do not accurately reflect population pat
terns, particularly when there are large shifts in popu
lation. For example, in 1970 Texas had 5.5 percent of 
the U.S. population, while by 1980 its proportion of 
the total had increased to 6.3 percent/ by the end of 
the decade, therefore, any grants using census popula
tion figures tended to underfund Texas by about 13 
percent. . 

The formula to allocate ESEA, Title I funds 1s a good 
example of a grant formula which uses cens_us data. 
Title I grants provide compensatory educauon pro
grams for educationally disadvantaged children 111 

low income arl'as. These grants arc awarded to local 
education agencies tLEAs) and arc based on the num-
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ber of eligible children in the following three categor
ies: 

I . Chi ldren aged five through seventeen from fam
ilies below the federal poverty level as counted 
in the 1970 census; 

2. children aged five through seventeen from fam
ilies receiving AFDC payments, yet with in
comes above the poverty level; 

3. children aged five through seventeen residing 
in foster homes, homes fo r neglected children, 
or homes for delinquents receiving stat e sup
port, who depend on school districts for educa
tion services. 111 

Congress, realizing that significant shifts in the pov
erty popu lation cou ld occur after the census data was 
collected, commissioned two studies to furnish up· 
dated poverty counts: 11) the Survey of Income and 
Education !SIEJ and 12) the Measure of Poverty [an 
HEW study). The SIE study confirmed the shift in the 
location of the poor from the South and West North· 
Central States toward the Northeast and Crc:at Lake 
regions.11 

As a result, Congress amended Title I in 1978 to 
provide that one-half of any appropriations in excess 
of the FY 1979 appropriations would be distributed 
using SIE data !rather than census datal as a popula· 
tion estimate and SO percent of the national median 
income (rather than the official federal definition, 
which is less inclusive) as a poverty definition. The 
remaining half of "excess" appropriations would be 
all oted on the basis of the regular formula. Congress 
also provided that any state with a decline of more 
than 25 percent in its number of poor children based 
on the SIE would have its grant based on the most 
current va lid data or on a resurvey by the U.S. Bureau 
of the Census. 

In addition to the problem of outmoded data, the 
Title I formula suffers from other wrinkles which 
cause inequities. One of these is the provision to 
include children on AFDC with incomes above the 
poverty level. This provision was originall y an at· 
tempt to include poor children who would not be 
counted by the official poverty data; however, these 
AFDC eligibles are unevenly distributed throughout 
the country, since on ly children in states with very 
generous AFDC plans can be both on AFDC and above 
the poverty line. Approximately 75 percent of these 
AFDC eligibles live in five states, and eleven states 
(including Texas) cannot now count any AFDC chil· 
dren fo r the purpose of Title I. Therefore, the AFDC 
component generates interstate inequities. The NIE 
(National Insti tute of Education! report shows New 
York, Michigan, and Illinois receiving S30 million, 
S 14 mil I ion, and $I 0 mi llion, respectively, as a resu lt 
of the inclusion of AFDC counts in the Title I formula; 



no other state gains more than $5 million from this 
benefit. Texas loses over $9 million because of the 
inclusion of AFDC children. 12 

The use of AFDC recipients to allocate Title I funds 
is especially peculiar, but it illustrates a more general 
problem in the construction of federal formulas. The 
use of AFDC recipients is intended to reflect the 
distribution of poverty around the country. However, 
AFDC counts are an inexact measure of poverty be
cause the generosity of AFDC programs varies from 
state to state; Texas, for example, provides AFDC 
benefits to a much smaller proportion of its poor 
population than more liberal states like California 
and New York. The allocation formula for Head Start 
also uses AFDC counts, and thus Texas receives less 
Head Start funds than it would if a more accurate 
count of poor children were used. 

Still another example of inaccurate data which 
creates certain inequities comes in the formulas to 
allocate Juvenile Justice Delinquency and Prevention 
Act (JJDPA) funds. This formula allocates money 
among the states on the basis of the population under 
eighteen. However, delinquency rates vary enormous
ly among states; the property crime rates in 1978-
which are highly correlated with juvenile crime
varied from 7,506 per million in Nevada to 2, 102 in 
West Virginia, a difference of 3.6 to 1.1·' The use of 
simple population figures fails to capture these differ
ences, with the result that high-crime states receive 
Jess funding relative to their need than they would if 
more appropriate data on juvenile delinquents were 
used to allocate federal funds. 

Faulty or Inappropriate Logic 

In some cases the basic design of an allocation 
formula is faulty. One example is the CETA program, 
which has allocated funds among states and prime 
sponsors according to a complex, multi-part formula 
which includes different ways of counting unemploy
ment and different methods of counting low-income 
adults. The problem is that the criteria for CETA 
eligibility include categories-for example, underem
ployed people, veterans, and people who have ex
hausted their unemployment benefits- which are not 
reflected in the allocations among the states. Also, 
adults on AFDC are eligible even though only a small 
fraction of federal funds-12.5 percent of CET A Title 
I funds- is allocated among states on the basis of 
poverty. Thus the criteria for eligibility and those for 
funding are not well matched, creating the danger 
that some prime sponsors have more people eligible 
relative to their funding than do other programs. 14 

The CETA allocation formula illustrates another 
danger common to intergovernmental grants. Under 
the basic training provision of CETA, Title I, 40 
percent of all funds are allocated according to each 
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prime sponsor's share of total funding in the previous 
year. This "grandfather clause" intends to promote 
stability in funding, which is a laudable goal, but it 
also means that any inequities embedded in the 
original CETA allocat ions are perpetuated, 15 and that 
CETA funds cannot readily adjust to changes in the 
location of poor and unemployed individuals. Although 
a careful statistical analysis to determine how badly 
CET A funds are mismatched with local unemploy
ment and poverty conditions has never been carried 
out, the formu la structure suggests that these dis
crepancies are substantial. 

Still another example of faulty logic comes in a 
formula which has been devised to allocate funds 
within Texas. In the WIC program of nutrition supple
ments to mothers and infants, and to children, funds 
arc allocated to states on the basis of the relative 
proportion of children below 200 percent of the pover
ty level and the state's infant mortality rate. Each 
state is then responsible for devising an "affirmative 
action plan" to allocate funds among projects within 
the state. Texas has used a complex formula com bin· 
ing nine indicators, including infant mortality, teen
age pregnancy, low birth weight babies, and low
income families. The index is calculated for each 
county by dividing each indicator by the average for 
the region in which the county is located, and then 
summing these ratios. The effect of this procedure is that 
counties with high indices are those with high levels 
of need relative to the other counties in their region, 
not relative to other counties in the state. 16 Then, 
through wisdom or oversight, the results from this 
formula seem to be ignored in making actual funding 
decisions, since the Texas Depa rtment of Health 
either cannot or will not find groups willing to admin
ister WIC programs in some counties. 17 Therefore the 
intention within the federal legislation to have WIC 
funds distributed according to local need is effective
ly subverted by its administration in Texas. The WIC 
example is somewhat special because the allocation 
formula could be easily changed administratively. 
However, in most other cases the inequities generated 
by formula grants cannot be easi ly corrected without 
federal legislation. 

Finally, the WIC reimbursement mechanism exem
plifies a problem involving economics of scale, diffi
cult to discern but potentially a problem in a large 
number of programs. In Texas, the state assumes that 
there are economies of scale, and smaller WIC projects 
receive a higher rate of reimbursement to cover rela
tively high administrative costs. While the concept of 
a sliding reimbursement scale is sound, the informa
tion used to construct the scale may be biased. Histor
ical data on eligi ble costs are used to devise the scale, 
and nonreimbursable costs- those incurred in serv
ing individuals in excess of the maximum caseload 
se t by the state WIC agency-are never considered. 
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Thus an underestimate is built into the reimburse
ment scale. According to one project director, the 
result is that the reimbursement rate incorrectly 
corrects for economies of scale, providing too little for 
large programs. 18 The problem of correcting for econo
mics of scale has also been tried in school finance 
cases, but the problems of devising appropriate for
mulas are formidable. The existing formulas are gen
erally acl hoc and arbitrary. 

Project Grants 

Project grants- also called discretionary grants be
cause of the administrative discretion in awarding 
them- may also generate inequities. Project grants 
are the most obvious funding mechanism for experi
mental or innovative programs where inequities arc 
of little concern. However, when project grants are 
used to fund more routine programs, then interstate 
or intrastate inequities may be serious. Three differ
ent phenomena are responsible for the inequities of 
project grants: (I I "grantmanship" - when the decision 
to award a grant is based on the quality of the proposa l 
or the manner in which the proposal is written rather 
than the actual needs of the area; (21 "politicking"
when an "outside agent" influences the award process; 
and (3) "grandfathering"-when the recipient of a 
multiple-year award receives its funds each year but 
does not compete against new applicants, or when 
priority is given to applicants who have received 
previous grants. 

"Grantmanship" appears to be a problem in the 
distribution of federal Title VII bilingual education 
grants. In FY 1980, the amount offcderal dollars spent 
per Limited English-Speaking Ability {LESA) child in 
Texas varied widely among the fifty-six school dis
tricts that received federal grants. The Houston Inde
pendent School District (ISO) program, for example, 
served 2,050 children and received $108,504 ($.'i3 per 
child l, while the Lubbock ISO proposal was funded at 
$140,000 for 11 S LESA children ($1 ,217 per child). In 
addition, Title VII funds were not aw<lrded to some 
districts with more eligible children. For example, the 
proposal from Bastrop County (which reported 81 
LESA chi ldren to the state in M<lrch of I 980) was 
selected in FY 1980 <lnd awarded $53,497. In contrast, 
the proposal for Webb County (reporting 15, I 68 LESA 
children to the state in March 1980) was not <lW<lrded 
any federal funds in FY 1980. Several of the 1,100 
school districts in Texas which have many thousands 
of LESA children received no federal Title VII funds.111 

"Politicking" may cause inequities in the distribu
tion of bilingual educati on grants :tmong the states. 
During the :1pplic:1tion process, grant proposals arc 
sent to the Office of Education in Washington. Teams 
of "re:1dcrs" review the propos<lls and arrive at a score 
for t'<tch propos;tl. These te:1ms know the level of 
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funding received by each state in the previous year 
and may (subconsciously or consciouslyl take this 
level into consideration when assigning a numerical 
value to the application.20 The Bilingual Office of 
Education ranks all grant applications within each 
state and is careful to award at least one grant to each 
state. The Bilingual Office is also sensitive to the 
levels of funding received by the states during the 
previous years.21 National priorities also play a role in 
the awarding of Title VII funds, because proposals 
with "favored" programs (the "in" thing that grant 
year) arc favored during the award process.22 

Whether the interstate ineq uities arise from the 
application process or from some other reason, the 
comparison of funding allocated to California, New 
York, and Texas during the school years 1976-77, 
1977-78, 1978-79, and 1979-80 show that Texas con
sistently received 16 to 18 mi llion dollars less than 
the state of California and 4 to 5 million dollars less 
than the state of New York for the operat ion of its 
Title VII projects. These differences cannot be justi
fied by differences in the number of pupils served
for example, in 1979-80, California served 88,373 
children; New York, 42, I 94; and Tex.is, 60,330. The 
California and New York figures also include both 
LESA and non-LESA children, which inflates the num
ber of students served by basic projects in these two 
states, whi le Texas figures include on ly LESA chi l
dren. This imbalance results in a per-LESA-pupil allo
cation to New York and California much greaterthan 
the allocation to Texas.2-1 

"Grandfathering" serves to prevent federal funds 
from being volatile, but it also rewards state and local 
governments which have already received gran ts. 
Again, this can create inequities for governments which 
have not started programs of their own. Grandfather
ing can occur in formula grants, as the CETA case 
demonstrates, but it is more likely in project grants. 

One example is the Juvenile justice grant programs. 
In FY 1980, the Texas Criminal justice Division re
served 37 percent of the Federal Office of juvenile 
justice and Delinquency Prevention special emphasis 
grants for "purchase of service" contracts for the de
institutionalization of status offenders. In these pro
grams, juvenile prob~ttion departments are awarded 
funds to buy services from ex isting programs, such as 
foster care or community shelters. Therefore, these 
funds arc allocated to counties who already have such 
facilities. Law Enforcement Assistance Administra
tion (LEAA) funds arc :ilso awarded to areas with 
existing services. In the past, this process has resulted 
in large amounts of money going to urban areas and 
smaller amounts going to rural areas that may be 
more needy. 

In Head Start, all federal funds arc awarded to 
currently funded programs. New programs cannot be 
fundl·d unless an existing program is discontinued by 



a local government. Thus, if funding patterns were 
originally geographically inequitable, then continu
ing existing programs perpetuates those inequities. 

The Emergency School Aid Act !ESAA) designed to 
aid desegregation efforts provides a slightly different 
example of a project fund ing mechanism which rl'
wards older, more established programs. The Office of 
Education has used a point system to determine fund
ing, which compares minority group isolation during 
the year before desegregation with the isolation re
sulting from the proposed plan. Therefore, school 
districts which have had desegregation plans in oper
ation for a long while- and which have made some 
progress in desegregating- can show a greater differ
ence in racial isolation and thus score more points 
than districts which have just begun to desegregate 
and can show very little change in racial isolation. In 
1979, 187 of 467 recipients of ESAA funds were school 
districts which had desegregated before 1968 and 
which received funding for second-generation de
segregation programs, since they were able to demon 
strate greater progress in desegreg<1tion than the 
school districts who were just beginning desegrega
tion efforts and were presumably in greater need of 
federal aid. 

Matching Requirements 

Another important feature of the grant system is 
the existence of matching requirements, which can 
apply to either formula or project grants. About 60 
percent of categorical grants require matching.H 
Matching requirements serve several purposes: th ey 
spread the cost among several levels of government; 
they ensure that the recipient governments - the 
states, in many cases-have a stake in the program; 
and in programs with open-ended matching grants, 
such grants allow the states to choose their preferred 
level of funding. On the other hand, matching grants 
may generate inequit ies because of differences in the 
ability of state governments to raise revenues for 
their matching funds. 

The clearest examples of inequities caused by 
matching grants are the Medicaid and AFDC pro
grams. The matching rates in both programs vary 
inversely with state income, so that low-income states 
face a higher matching rate and thus have a greater 
incentive to raise their own revenues. Despite thi s 
provision, low-income states s till spend considerabl y 
less, for both AFDC and Medicaid, than do high
income states. The reason is that the ability of low
income states to raise their own funds is so low that 
even the higher federa l match is unable to compen
sate.is The irony is chat a federal program designed to 
help poor states more than rich states ends up aiding 
the relatively rich states at the expense of poor states. 

A somewhat more subtle form of inequality arises 
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within the food s tamp program. The value of food 
stamps distributed to eligible recipients is completely 
funded by the federal government, but the states pay 
SO percent of administrative costs.26 Therefore states 
which are unabl e or unwilling to raise much money 
for administration fail to receive federal matching 
funds; since administrative funds support outreach 
programs, the fai lure to appropriate state administra
tive funds may then cause a state to lose federal funds 
for food stamps themselves. Jn Texas, the hostility of 
the state legis lature toward the food s tamp program 
has manifested itself in instructions to TDHR to do 
no outreach. T herefore individuals who are eligible 
arc not informed about the program; because of its 
failure to appropriate the additional fu nds for out
reach, Texas loses not only the SO percent federai 
match for administrative funds but also the federal 
payments for food stamp coupons themselves. 

The inequities generated by matching provis ions 
can extend to local governments as well, where match
ing requirements may fall on local governments. Title 
XX is an example of a program where matching rates 
ma y cause inequalities within Texas. Under Title XX 
the states have been until 1981 required to pay 25 
percent of the cost of most social services, though 
there has been a 10 percent contribution required for 
family planning and a small amounc of federal funds 
for child care which have not required a state match. 
Jn turn, TDHR allocates federal funds among its 
twelve regions on the basis of two cri teria: equitable 
di stribution among regions, and the region's capacity 
to generate local resources to provide the required 
matching funds. For da y care the state requires local 
programs to provide 30 percent of the total cost, of 
which 25 percent supplies the required match for 
federal funds and the other 5 percent goes to TDHR 
for administration. Although this requirement has 
been waived in some areas unable to raise the 30 
percent contribution locally, serious inequities in the 
distribution of day care funds remain partly because 
of this matching requirement. 

Title IV-8 of the Social Security Act is another 
example of a program (Child Welfare ) where matching 
requirement s impose potential hardships on local 
governments. Texas requires county governments to 
provide funds for the federal match, in order to have 
more funds available for this program and in order to 
make sure that counties have a real interest in the 
program. However, because the ability of counties to 
raise funds for child welfare programs is partly a 
function of their wealth as measured by their property 
tax base, poor districts raise less revenue and then 
receive a lower match. Unfortunately, the low
spending counties may be precisely those where child 
welfare funds are the most badly needed. 

Head Start provides a slightly different example of 
how the local match requirement may cause inequi-
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ties. Federal funds for Head Start flow directly from 
the federal government to local programs, with a 
requirement of 30 percent contribution by the local 
program, which may be "in kind" (e.g., volunteer time 
or donated space); rural programs are especially likely 
to provide their match through in-kind resources. 
However. even in-kind resources-which appear to be 
free to •• program-have hidden costs; for example, 
donated space is often in older buildings which need 
repair, taking away funds which would othenvise go 
for the program itself. In other cases, communities 
and prospective programs have been unable co come 
up with the required match, and thus have been 
unable to receive federal funds. As in the case of all 
matching provisions, the inequities generated tend to 
fall more heavily on poor areas of the state. 

The Underuse of Federal Funds 

Another pattern that exists with intergovernmen· 
tal funding is that state or local governments do not 
always use all of the federal money they could receive. 
This problem may be especially serious in Texas; the 
Special Committee on the Delivery of Human Ser
vices in Texas complained that per capita federal 
grants in Texas were $253 in 1978, compared to a 
national average of $345.P The failure to use all 
available federal funds may cause fewer clients to be 
served. Federal dollars are not used for two basic 
reasons. Funds are sometimes allocated to Texas, but 
are later returned. The second reason arises in situa
tions where application for available funds is never 
made. Agencies do not apply for funds for a variety of 
reasons. These include 1 I l the high costs associated 
with complying with an excessive number of regula
tions, [21 the difficulty of coordinating more than one 
agency in order to offer needed services, {3l the lack of 
a qualified administrative agency, and 141 the lack of 
required matching funds. Although it may be rational 
to forego some federal funds, in other cases the basic 
barrier is the conservatism of Texas and its unwilling
ness to support programs for poor children. 

Cost s of Applicat ion, Administration, and 
Compliance 

The cost~ of applying for federal grants may cause 
an applicant not to seek funding. Preparing applica
tions take extensi,·e ~taff time away fr0m other act i\'i· 
tics to complete form s, prepare budgets, research 
figures . design e\'aluation plans. and set performance 
obiccti,·es. Smaller agencies ma,· not be ahle to afford 
thi s time or may not consider the CO!>tS t0 be \\'Orth 
the grant involved. 

These problems exi!> t in the CETA program. CETA 
staff ~l'e thl' ex tensi \'e performance-reporting requirl'· 
m<:nt s as rea!>ons not to apply for some project grants.> 
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Another problem for many CETA programs is a regu
lation limiting the money which can be spent for 
administ rative costs; for example, the Youth Com
munity and Conservation Improvement Project (YCCIPl 
has a 5 percent limit.29 Although the federal justifica
.tion for such regulations is to increase the dollars 
directly supporting services, the agency perspecti\·e 
is that it cannot absorb the administrative costs not 
covered by the grant. 

The treatment of administrative costs vary among 
federal programs. Some, such as WIC and the Title I 
migrant program, pay full\' for administrative costs. 
In contrast, the Texas Department of Mental Health 
and Mental Retardation receives no federal money to 
pay for administrative costs for planning acti\·ities 
and to serve as a banker for community mental health 
centers in the state. Ge nerally, limitations on admin· 
istrative spending hurt smaller organizations \\'i th 
fewer income sources, rather than those with a broader 
diversified funding base. Likewise, the larger income 
base gives the recipients greater flexibility in how 
they admini ster the programs under their pun•iew. 

Excessive federal requirements also are responsible 
for the reluctance of some sc hool districts to apply for 
ESAA grants to assist school desegregation. The Office 
of Education has often forced school districts to com· 
ply \\'ith bilingual education requirements- the so-
called Lau requirements-of the 196-l Ci,·il Rights 
Act before they recei,·e ESAA Funds. As a result. 
Corpus Christi Independent School District 1ISD1 and 
the Southside ISO did not apply for ESAA funds. The 
Austin Independent School District's 1AISD 1 experi
ence \\'ith ESAA explains why the other t\\'O school 
districts chose not to apply for funds. The AISD had 
funds detained t\\'ice because it did not comply \\'ith 
the Lau regulations. The bilingual programs in:,tituted 
to remedy thi s problem cost $750.000. Howe,·er. the 
di st rict only received $200.000 from the ESAA pro· 
gram:lO With such a precedl'nt, the Corpus Christi ISO 
and the Southside !SD did not see the ,·alue of appJy. 
ing for ESAA funds. 

The AFDC program i:. another example of not using 
federal fund s because offic ials expect federal interfer· 
ence. Presently Texas pa,·s I 00 percent of the costs of 
emergency assistance. although the state could quali 
fy for a 50 percent federal match rate for the two $:)0 
payment it makes each yea r for school su pplie:>. The 
Board of Commis:.ioner:, ha~ made a decision not to 
apph· for il·deral funds fo r t\\·o reasons. First. it sa,·es 
Tcxa:. monc,· not to ha,·e co meet the federal rclJuire· 
menb.1 The !>CCond rca:.on is that Texa~ a::.::.um<::-. 
control m·er the allocatwn and can thm control an\' 
change in eligibiJi1,· in the AFDC program or othl'r~ 
affected In· AFDC.·~ 

Coordination Problems 

While co~ts may discourage using federal money 



that is available, other indirect problems and require
ments also limit their usage. Coordination is one such 
problem. Some grants may require more than one 
agency to implement a program so that a range of 
services may be offered. Agencies may need to coor
dinate planning and decisionmaking. If the agencies 
cannot integrate their activities, federal money is 
likely to go unspent. 

An example where coordination is required to en
sure that funds are provided occurs in the CETA 
program. Twenty-two percent of Youth Employment 
and Training Program (YETP) funds are set aside for local 
education agencies. Due to competition and animosi
ty between CET A programs and LEAs, this funding 
went unused through most of FY 1979 in Austin. 
Trivial matters, such as deciding which forms to use, 
delayed funding of programs initiated by school dis
tricts. When the CET A prime sponsor in Austin coor
dinated with another LEA, the Region XII Education 
Service Center instead of the Austin Independent 
School District, the funds were finally expended.JJ 

Lack of an Administering Agency 

Some grants require a local agency which can ad
minister, implement, and deliver specific services 
required by the program. Where such an agency does 
not exist, services will not be provided. For example, 
the WIC program is not offered in some counties in 
Texas where it is needed because there is no agency 
that can or will provide child health care. According 
to federal requirements, any local agency administer
ing the WIC program must also provide maternal and 
child health care, and that requirement has proved a 
barrier in some areas of Texas. 

Lack of Required Matching Funds 

The final reason that program funds go unused 
stems from matching requirements. Federal grantors 
view a required state match as an expression of initia
tive and commitment to a program. However, the 
existence of these requirements may limit state in
volvement in certain programs. The AFDC and Medi
caid programs in Texas are examples where federal 
funds which Texas could receive are unavailable 
because Texas is unwilling to increase its own share 
of funding. 

Within the AFDC program, states can use either 
the regular formula or the Federal Medical Assistance 
Formula (the formula used for Medicare ). Under the 
regular formula, the federal government pays five
sixths of the first $18 of the average AFDC monthl y 
payment. A percentage based on state income- 56.29 
percent for Texas in 1978- is applied to the rest of the 
average payment, up to a $32 federal maximum. Un
der the alternate formula, federa l matching is avail
able to the Federal Medical Assistance Percentage 
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(FMAP)-60.66 percent in 1978, if Texas chose to use 
it. The regular formula is advantageous for states with 
low AFDC payments, because five-sixths of the firs t 
$18 is paid by the federal government. Texas is one of 
only two states which use the regular formula. The 
state would have to increase its AFDC average pay
ment to $38 or $39 to make switching to the FMAP 
worthwhile; up to that amount, Texas would have to 
bear all costs of increasing AFDC payments on its 
own.J.1 Thus a quirk in the federal formula has gener
ated a serious disincentive for Texas to increase its 
AFDC payments. Nonetheless, the consequence is 
that Texas receives relatively little federal AFDC 
money, and funds availabl e to poor children in Texas 
are restricted. 

Another example exists in the Medicaid program, 
with its open-ended federal allocation. Here, the un
deruse of funds is a result of a state decision. Texas 
does not use as much funding as possible for two 
reasons. First, Texas cou ld provide medical care for 
those termed medically needy-people with low in
comes who cannot afford medical care. Currently, 
only the categorically needy-people on AFDC and 
SS! (Supplemental Security lncome)-are enrolled in 
Medicaid. Second, federal funding can provide twelve 
optional medical services; however, Texas opts to 
provide only seven of these services. If Texas were to 
take advantage of the opportunities to enroll the 
medically needy and to expand the services it provides, 
costs to Texas would rise, but federal funds would 
increase as well since the federal government would 
contribute 60.66 percent of total costs. Also, medical 
services to poor children would increase at a relative
ly sma ll price to Texas. Similarly, the failure to fund 
food stamp outreach programs means that Texas fore
goes both matching funds for administration and the 
I 00 percent federal reimbursement for food stamps 
themselves. 

There are, then, several reasons underlying the 
underutilization of federal funds. The blame lies some
times with excessive federal requirements and some
times with the state's unwillingness to provide funds. 
The sums involved are substantial, and the conse
quences have been detrimental to children and youth 
in Texas. 

Levels of Funding 
The third issue relevant to intergovernmental fund

ing involves the level and adequacy of funding. In 
most intergovernmental programs, funding levels are 
the result of decisions by several levels of government. 
In some programs, such as AFDC and Medicaid, the 
level of total spending is effectively chosen by Texas, 
with state spending matched at a specific rate. As we 
have al ready noted, total funding in these programs is 
very low in Texas compared to other states. In other 
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programs- social services under Title XX, for example
the federal contribution is fixed, though Texas cou ld 
provide funds of its own to provide services above the 
level supported by federal grants. However, Texas has 
chosen to spend its own funds almost completely on 
education, and secondaril y on juvenile justice pro
grams and the institutionalization of mentally dis
turbed and mentally retarded chi ldren, as Tables 1 
and 2 describe. In several areas-especially income 
support programs and social services-Texas has not 
chosen to supplement federal funds very extensively. 
Similarly, funds for children and youth can be appro
priated by county and local governments, but most of 
these funds go for traditional education programs 186 
percent) and local and county hospitals (5 percent ). In 
practice, therefore, the level of funding in most inter
governmental programs is established by the level of 
federal funding. 

Several factors need to be considered when evaluat
ing the adequacy of funding levels. One consideration 
is whether a program's goals are too broad for the 
amount of available funding. Another factor is the 
program administrator's role as an advocate in secur
ing funds. A third issue is the validity of the means 
used to estimate the population to be served. 

Program Goals v e rsu s Av ailable Funding 

Program goals are an important consideration in 
evaluating if funding is adequate, particularly since 
goals become part of the legislative appropriations 
process. When a program is considered in the author
izing committees of Congress, a decision is made 
about a spending limit. Authorizations are recom
mendations to the appropriations committees, based 
on broadly legislated program goals. The appropria
tions committee determines the actual amount of 
money available for a program. In appropriating funds, 
a committee must balance the needs of competing 
programs, determine the economic feasibilit y of a 
program, and respond to the state of the economy. 

In Texas, program administrators submit their bud
gets to two budget offices for review and analysis. 
Both the Legislative Budget Board and the Governor's 
Budget Office regard the operating agencies as spend
ers who arc more interested in programmatic excel 
lence than fi scal concerns. These budget staff usually 
recommend large budget cuts in order to minimize 
the need to increase taxes. After the budget staff 
review, bills are introduced in the state house and the 
senate and then referred to the appropriate committee. 
As in the U.S. Congress, 

... it appears that the substantive committ ees natural
ly take a special interest in "their" agencies, and conse
qui.:ntl y, their recommendation is h igher than the 
amount even tually approved by the Appropriations 
Comm ittee. 1; 
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The substantive committees are advocates, just as 
program administrators are. Thus the final appropria
tions are a compromise between program administra
tors and substantive committees, on one hand, and 
budget officers on the other; in the end, program 
appropriations seldom equal program authorizations. 

Several examples serve to illustrate the funding 
dil emmas which result from these compromises. In 
the case of Title IV-B for child welfare, the initial 
annual authorization was $260 million, yet appropri
ations have never exceeded $56 million.36 Likewise, 
the appropriations to states for the handicapped edu
cation programs are insufficient to cover the maxi 
mum allotment allowed under the funding formula. 
Furthermore, many states and sc hool district s believe 
that the funds are insufficient to cover the services 
requ in:d under P.L. 94-142. Considerable intergovern
mental conflict has arisen from the insistence of 
federal officia ls that all mandated services be provided 
to all handicapped children, while local school officials 
insist that federal funds are inadequate and that they 
cannot raise additional loca l fundsY 

The problems of inadequate funding have similarly 
plagued the Head Start program. Local Head Start 
directors consistent ly complain that the levels of 
federal monies are insufficient, causing them to pay 
low wages and suffer high turnover among teachers, 
and forcing them to use low-cost, inappropriate facili
ties which oftrn have to be renovated out ofoperating 
funds:18 Thus the result of inadequate funding is that 
available funds, already inadequate, are inefficiently 
spent . 

Title XX of the Social Security Act also exemplifies 
the problem of inadequate appropriat ions. HR. 3434 
would raise the FY 1983 budget ceiling to S2.9 billion 
with incremental increases each year. This authori
zat ion contrasts with the appropriat ion which is still 
under a continuing resolution . Thus states are ti ed to 
a $2.5 billion budget ceiling and must rely on supple
mental appropriations to increase the budget. This 
situation contributes to the uncertainty about when 
and how much money wil l be available to fund pro
grams:19 

The fo rmu las allocating funds, both among states 
and within states, also cause problems of inadequate 
funds. Particularly where formulas do not adequately 
rdkct need <It the local level - as in the CETA pro
gr<lm, for exam pk- or in cases of discretionan· grants 
when: rcgion~il variat ion in need is inadeq uately con
sidered, some programs find themselves short offunds 
to serve those grou ps they are supposed to serve. The 
timing of grants can <llso cont ribute: to the mismJtch 
of resources ;rn<l needs. For example, in the state 
bilingual education program, the funding for the cur
rent ,·car is based on the number of children ser\'cd in 
the l;revious year. With the number of children need
ing bi Ii ngual cd u·cation growing even· year.the monc,· 



available always lags behind the actual need, and 
local bilingual education administrators are always 
hard-pressed to serve their expanding numbers of 
s tudents. 

Timing of Funding 

Different problems emerge in intergovernmental 
programs because of administrative design. The tim
ing of funding for a program can be nearly as crit ical as 
the amount of funding granted or the number of 
accompanying restrictions and regulations. Program 
administrators must contend with multiple funding 
sou rces with different budget cycles, and coordinat
ing the different cycles entails tremendous admini· 
strative effort. The length of the funding period is 
another consideration: grants which allow managers 
only a short time to expend funds are restrict ive, and 
can hamper effective administration. Also, whether 
federal programs reimburse state and local govern
ments retroactively, concurrently, or before funds are 
used can be crucial. Finally, the availabilit y of start· 
up funds may be critical, especially for those programs 
with limited financial resources. These administra
tive issues are important because the timing of fund
ing can enhance or detract from the ability of program 
administrators to provide needed services for children 
and youth. 

Different Budget Cycles 

Many programs for children and youth have several 
funding sources, and must therefore contend with 
more than one fiscal year or budget cycle. Such a 
program must contend with "1 1) the difficulty of mak
ing many different applicativns to different agencies 
and 12) the problem of coordinating five to six differ
ent projects of the granting agencies' fisca l years with 
the (program'sl fiscal year."40 

The community mental health centers are an ex
ample of this problem. Each center can apply under 
the Community Mental Health Center Act for s ix 
different project grants-for staffing, plann ing, initial 
operations, conversion services, education services, 
and financial distress. In addition, community ment al 
health centers in Texas receive funds from several 
state agencies (TDHR, TDMHMR, Texas Youth Coun· 
cil, and Texas Education Agency), from city and coun
ty governments, and from third-party reimbursements 
(like Blue Cross payments). Administering all these 
funds among varied fiscal cycles adds to costs and 
leads to timing problems. 

Although a CET A project may not have to apply to 
multiple funding sources, local CETA projects do 
usually have to contend with different fiscal years. 
The fiscal year of the local project is usually that of 
the cit y or county, most often a fiscal year from July I 
to June 30. However, the funding through the U.S. 
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Department of Labor is. based on a fiscal year of 
October I to Septe mber 30. Futhermore, the local 
projects must coordinate with education agencies 
whose fi scal year commonly runs from September I to 
August 31. The result is that funds from the Labor 
Department may come in well after the start of the 
prime sponsor's fiscal year and after the school year 
has begun, forcing the prime sponsor to find other 
funds to cover these gaps. 

The Emergency School Aid Act and the Bilingual 
Education Act arc two other examp les of programs 
whose fiscal year is not the same as the agency provid
ing the money. Unfortunately, the fiscal year of the 
grantor lags behind that of the district. In the bilin
gual program, for example, the school year has already 
been underway fo r one month when the funding is 
received. Teachers for the current bilingual project in 
Austin could not be hired before monies were received, 
yet few teachers were available for hiring after the 
school year had begun. The Austin ISO also reports 
that late funding for ESEA hinders staff development. 
Programs funded under T itle I, another source of 
funding for education programs, experience simi lar 
difficulties. 

T itle XX, with its requirements for state and local 
matching, is an extreme example of the difficulties of 
coordinating budget cycles. Not only are sources of 
government funding an issue, but privately donated 
funds may be used as matching funds. The budget 
cycle of local United Way agencies or other charitable 
agencies may also be different than that of the local 
government applying for funds, creating still more 
complex administrative problems. 

Funding Cycles and the "Rigidly Defined 
Du ration of Grants"0 

As budget cycles vary among sources of funding, so 
does the frequency with which funds are actually 
disbursed-for example, monthly, quarterly, or annual
ly. To make clear the dist inction between budget 
cycles and the frequency of fund disbursement, fund
ing frequency is defined as the period for which funds 
are disbursed. In some programs, grants for two or 
three years are common, whereas other programs m<1y 
receive grants for only one year at a time. If programs 
receiving grants for one year are not permitted to 
carry funds over from the previous granting period, 
local programs will develop budgeting strategies to 
make sure they do not spend more than their grant. If 
carry-over from one period to the next is not permitted, 
then short grant periods-for example, of one year or 
less-c<1n generate serious funding problems. 

An extreme example of a program with rigidly 
defined grant periods is the WIC program. The U.S. 
Department of Agriculture (USDA) allocates funds to 
the states each quarter. It is not unusual for the 
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quarter to have begun before the amount of the fund
ing is known. If the project overspends its grant one 
quarter, it can compensate for this during the next 
quarter by underspending. A state administrator in 
Texas labeled this budgetary strategy the "yo-yo" 
effect, because funding tends to fluctuate wildly from 
one quarter to the next.42 However, in recent quarters, 
the "carry-over" of funds from quarter to quarter has 
not been permitted. Due to overspending by many 
states, each state is now held strictly to the amount of 
the quarterly grant. In other words, the duration of the 
grant has been more rigidl y defined. The strategy for 
expending funds has changed accordingly. Now each 
project leaves a "cushion" or margin for error in case 
expenditures are underestimated, to prevent spend
ing more than the grant. The result is that federal 
funds allocated to Texas are not fu lly spent, another 
cause of underutilizing federal funds."'·1 In the first half 
of fiscal year 1980, $6.9 million of funds allocated to 
Tcxas-25 percent of the total-were returned to the 
federal government, funds which were thus unavail
able to feed needy mothers and infants."'4 

The juvenile justice program also requires that 
unexpended funds be returned to the state each year. 
Twenty-five percent of the annual state grant consists 
of funds unspent in prior years, funds, and mon ies 
returned to the state when project costs have been 
overestimated or when a particular project is not 
implemented. The returned monies are designated 
"unbudgeted" or "deobligated" funds. Projects may 
apply for these supplementary funds through a pro
cess similar to the usual application procedure. These 
funds go to both new and established projects. If the 
money has not been spent in three years, it must be 
returned to the federal government. But because the 
time allowed to spend the money is so generous- the 
grant is Jess rigidly defined than the wrc program
returni ng funds to the federa l government is rarely 
necessary. The extended time and the flexibility to 
reallocate these funds has been useful in situations 
where costs have been underestimated or unforeseen 
problems have arisen.45 

Forward Funding versus Retrospective 
Funding 

As important as the lengt h of time allowed to 
expend grant funds is whether funds are received 
bdore costs arc incurred or after bills arc paid. Under 
a system of forward funding, a local program receives 
monies before they arc exprndcd. This way, it is not 
necessary for program administrators to seek ways of 
covering costs until reimbursements are received. 
Forward funding is especiall y critical to those pro
grams with few other sources of funding. Programs 
that have forward funding include bilingual educa
ti on, Medicaid, AFDC, and thl' admini strative money 
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for the food stamp program. For Medicaid, quarterly 
estimates are forwarded to the U.S. Department of 
Health and Human Services (HHS),M• so that funds can 
be advanced before the quarter begins. Similarly, AFDC 
funds are allotted on a quarterly schedule, based on 
estimates calculated by the states' welfare depart
mentsY Because the administrative funding for the 
food stamp program requires matching money, the 
state legislature must approve the annual budget. The 
budget is then submitted to the U.S. Food and Nutri· 
tion Service jFNS) for approva l. Thereafter the quar
terly allotments are deposited to a bank account for 
the Texas Department of Human Resources to draw 
upon as needed. 

When funded retrospectively, a program is reim
bursed after the bills are paid. A system of reimburse
ment often creates cash flow problems, particularly if 
a program is not able to rely on other sources of 
funding to cover the gap. Many local WJC projects 
face this si tuation. When the San Marcos local WIC 
project was run by a state health clinic, supplemen
tary funds to support the lag in spending were not 
available (by Texas lawJ. The project director was 
eventually able to secure the support of city and 
county officials, and now the city loans money to 
cover the ,gap between payment of bills and reim
bursement of costs.•8 This type of support is critical 
because it enables projects to survive under a system 
of retroactive funding. Since this is a common prob
lem, state WIC administrators now advise local agen
cies to have sixty days operating funds on hand.49 

Title XX is another program which is funded retro
actively and at quarterly intervals. However, cash 
flow problems do not seem to have surfaced in manag
ing the Title XX program in Texas.:;o This may be 
because Title XX funds are not the sole source of 
income for many programs, necessarily so because of 
the requirement of matching funds. When a program 
can draw upon a variety of funding sources, retroac
tive reimbursement of costs may not pose a serious 
problem. 

Start-up Funds 

When programs are funded retrospectively, the issue 
of start -up funds becomes particu larly important. 
Again the WIC program is an example. While federal 
regulations require that the state provide start-up 
funds to cover the initial three months of operation, 
Texas docs not encourage the use of these funds. To 
date, only the WJC project run by the Dcnison
Sherman-Grayson County Hea lth Department has 
used these monies. Predictably enough, in thi s pro
gram a crisi s occurred in the fourth month when the 
funding shifted from the start-up funds to the regular 
system of reimbursement. The local WIC project then 



had to apply to HEW for emergency funding in order 
to weather the crisis.s1 

Another example of a program which could use 
start-up funds is Education for the Handicapped. This 
program requires high start-up costs for special equip
ment and teaching materials. Given the limits of the 
quarterly funding outlays, however, the LEAs usually 
cannot manage large capital expenditures. Thus, rather 
than using federal funds for a program within the 
school district, the Austin ISO has been forced to 
contract these services out. 

Advance Notice of Funding 

All the funding problems cited so far are exacerbated 
by the lack of advance notice. Announcement of a 
grant may precede the actual allocation of funds by 
only a short time. This may be too late for effective 
planning, particularly if the program is well into its 
budget cycle. It requires time to increase staff or to 
move to larger facilities. Insufficient advance notice, 
when coupled with the difficulty of matching budget 
cycles, also contributes to the underutilization of 
funds. 

In recent years, Congress has attempted to cut 
appropriations for certain programs. In many cases, a 
supplemental appropriation is made later in thefiscal 
year. This process not only tends to disguise the true 
amount of the funds appropriated but requires pro
gram administrators to second-guess Congress about 
how much money will be available for a given pro
gram. Title XX funds typically undergo this process 
each year. This uncertainty again poses the problem 
of whether to limit program expansion or risk last
minute reductions if expected funds are not appropri
ated.52 The food stamp program is another program 
that faces this dilemma, though the rate of spending 
in the food stamp program is more readily adjusted 
since the USDA carefully monitors the funding level 
and can recommend that benefits be reduced or sus
pended if funds are running low.s3 

Budgetary Strategies and 
Responses to Funding 
Mechanisms 

The system of intergovernmental grants by defin i
tion involves several levels of governments, and gov
ernments may have different priorities. In turn, these 
differences may generate various budgetary strategies 
designed to promote the priorities of each level of 
government. The grantor-in most cases the federal 
government- attempts to promote its own legislative 
intent through grants, with regulations and adminis
trative mechanisms designed to force state and local 
governments to comply with Congressional intent. 
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However, once federal funds have become part of a 
state or local agency's budget, its spending may be 
motivated more by local priorities than by the original 
legislative mandates, and recipients may develop 
strategies to promote their own priorit ies rather than 
those of the federal government. In particular, we 
assume that organizations are often active in mobiliz
ing funds for their own purposes, rather than being 
passive recipients; therefore the textbook model of 
intergovernmental relations being guided solely by 
federal intentions--with lower levels of government 
remaining passive-may in practice be upset by the 
budgetary strategies state and local governments use 
in their own self-interest. 

One budgetary strategy, labeled "multi-pocket bud
geting,"54 occurs when an agency receives money from 
more than one source-for example, community 
mental health centers or school districts. The agency 
uses those revenues with the greatest restrictions 
first and saves those with the fewest restrictions until 
last. In particular, an administrator may spend the 
most restricted funds for the regular program and save 
general operating funds for activities which cannot be 
paid for from another source. This strategy gives an 
agency the greatest flexibility and allows it to meet 
its own priorities rather than the more restricted 
priorities of the granting government. As an example, 
the administrators of the Title IV-B program of child 
welfare services have used this strategy, forcing coun
ties to supply the required matching funds for this 
highly restricted program and thereby saving state 
resources for programs which have no other funding 
source or which requ ire greater flexibility in allocat
ing funds.55 As another example, school districts often 
plan their programs and then look for the necessary 
resources, rather than choosing to offer programs 
according to the federal grant money available. This 
strategy promotes local priorities over federal goals. 
Such restricted federal funds as ESEA Title I are used 
for programs in target schools; in turn, unrestricted 
local funds are freed to be used elsewhere. 

The multi-pocket budgeting strategy raises the 
issue of whether federal funds really add to existing 
services, or whether they are used for programs which 
would be funded anyway and thereby free up local 
resources to be used for very different services than 
the purposes of the grant. This possibility- also 
known as substitution, or substitut ing federal funds 
for local funds rather than supplementing local pro
grams-has been especially prominent in Title I com
pensatory education programs. Early investigations 
found school districts using compensatory education 
funds to support the regular education program and 
even some outlandish luxuries like swimming pools.>6 
Similar! y, local officials have tried to use CET A funds 
to support the regular functions of local government 
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and so have diverted federal funds away from the 
intended recipients- di sadva ntaged and unemployed 
indiv iduals-to such regular employees as police, 
firefighters, and janitorsY In response, the federal 
government has imposed "maintenance-of-effort" re
qu irements, attempti ng to force local governments to 
maintain their own spending patterns and therefore 
to use federal funds in the ways intended, rather than 
diverting them to other purposes. Between the multi
pocket budgeting and maintenance-of-effort provisions, 
then, are the conflicting priorities of different levels 
of government, with each trying to use funds in differ
ent ways. 

A second s trategy, "marginal mobilizing of funds," 
explains how an orga nization increases its resources: 
a rational organization focuses its energies on those 
income sources which yield the highest returns for 
the effort investcd.S8 The behavior of school districts 
is a good illustration of marginal mobi lizing efforts. A 
school dis trict in an area with a declining tax base 
will concentrate its efforts on seeking state and federal 
funds; conversely, officials in a dis trict with a produc
tive tax base will worry ins tead about maintaining 
good relations with the citizenry who provide the 
major source of funds . 

The marginal mobilizing s trategy can explain some 
of the variations in securing- or failing to secure
grant funds fo r certain programs. In the Youth Em
ployment and Demonstration Projects Act (YEDPA) 
program, for example, the Austin prime sponsor chose 
not to apply for certain programs due to lack of 
eligible populations, too many requirements, and a 
low image of the program; instead, the prime sponsor 
concentrated on programs with higher returns for the 
administrative effort required. Similary, in the AFDC 
program Texas has chosen not to seek funds for a 
computer system despite a 90 percent federal contri
bution or an emergency assistance program with a SO 
percent federal contribution rate. State officials feel 
that any additional benefits generated by a computer 
sys tem would not outweigh the costs of meeting 
federal requirements.59 The fear of federal interference 
also precludes making application for emergency funds. 

Maintenance-of-effort requirements are one fede ral 
response to t he budgetary strategies of state and local 
governments, but there are other mechanisms de
signed to promote federal intentions. One is the con
cept of "seed money," embodied in juvenile justice and 
comm uni1 y mental health programs. Federal grant s in 
these area were intended as fu nds to stimulate local 
communities to adopt federal priorities; federal fund
ing was designed to be high initially and to decline 
over time, with the assumption that local communities 
would begin funding these programs from their own 
revenues. This is a device to promote federal priorities, 
but with out us ing federa l money over the long run. 
However, the success of th is scheme varies. In Texas, 
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the local assumption of LEAA juvenile justice pro
gram costs has reached 87 percent.w In contrast, local 
financ ing of commu nity mental health centers has 
always been and continues to be a problem. The 
difference may be attributed to the level of commit
ment to these services prior to federal funding. Tradi
tionally, cri minal just ice services have enjoyed a 
h igher priority in Texas than mental health services; 
Texas spent its own money on law enforcement but 
always relied on federal funds for community-based 
mental health programs, as Tables I and 2 confirm. 
Therefore, as federal funds have decreased, there has 
been less loca l resentment toward funding justice 
programs than toward funding community mental 
health services, which lack prior support. 

Still another mechanism by which the federal gov
ernment promotes priorities is the use of different 
matching rates. Medicaid, AFDC, and the food stamp 
programs are excellent examples. Medicaid expendi
tures arc reimbursed at rates ranging between SO to 83 
percent . In 1980, Texas was reimbursed for 58.35 
percent of it s Medicaid costs. To promote computer
ized claims processing, the federa l government has 
offered higher matching rates-90 percent for start· 
up costs and 7S percent fo r operating expenses- for 
computerized than for noncomputerized systems. 
Similarly, administrative expenses in the AFDC pro
gram arc reimbursed at a SO percent rate, but computer 
systems that meet federa l requiremen ts are 90 percent 
federall y funded. Within the food stamp program, the 
federal govern ment supports 75 percent of fraud con· 
trol expendi tures compared to SO percent of other 
adminis trative costs and has tried to promote low 
error rates by increasing administrative reimburse
ments to 60 percent or 65 percent for s tates with low 
error rates. These efforts by the fede ral government 
are not always successful : Texas has chosen not to 
take advantage of the high matching rate for a com· 
putcrized AFDC system, and on ly one state (Utah ) has 
taken adva ntage of higher matching rates for lower 
food stamp error rates. Nonetheless, the use of differ
enti al rewards provides another way in which the 
federal government can harness the self-interest of 
state governments and promote its own priorities at 
the same time. 

The various budget strategies used by federal, state, 
and local governments arc examples of a much larger 
issue which we will examine in Chapter 2: intergov· 
ernmemal relauons often involve a conflict between 
levels of government because the priorities of differ
ent ,governments ma y not be the same. The funding of 
intergovernmental programs for children and youth 
becomes all the more complicated as each level of 
govern ment pursues its own interest, sometimes los · 
ing sight of origina l program goa ls and the welfare of 
children and youth . 



Conclusions and 
Recommendations 

Funding issues are among the most highly political 
and often intractable issues of all the intergovern
mental problems we consider. The willingness of 
Congress to fund programs for children and of the 
Texas legislature to appropriate state funds are due to 
cultural, ideological, and political factors which we 
cannot hope to influence. However, many funding 
problems are simpler and can be more readily resolved. 
We offer a number of recommendations to simplify" 
and streamline the existing intergovernmental sys
tem and thereby to increase the likelihood that public 
funds will be efficiently spent to enh ance the welfare 
of children and youth in Texas. 

Recommendations to Reduce Funding 
In equities 

The inequitable distribution of public funds can 
produce major variations in the scope and quality of 
public services provided by the intergovernmenta l 
system. These inequities are primarily due to the 
nature of grant mechanisms; the capacity of state 
governments to raise revenue; his torical and political 
influences and priorities on spending; and federa l, 
state, and local restrictions on spending. In many 
ways, inequities arising from grant mechanisms are 
the easiest to resolve. 

Most programs for children and youth are still 
funded through federal categorical grants. Formula 
grants, which account for 70 percent of categorical 
funds, are appropriate with programs of nationw ide 
applicability. They are particularly appropriate wh en 
program n eeds and recipients can be quantified in the 
formula to facilitate the allocation of funds.61 Yet 
formula grants may generate inequities because the 
quality of information going into the formula is in
adequate or incorrect, or the logic of the grant is based 
on fault y assumptions. 

Recommendation 1. The formulas used to allocate 
funds among states should be made more accurate. 
The use of outdated information {like decennial cen
sus data) and of general population figures which do 
not accurately measure the population in need (as in 
/IDPA and CETA proy,rams) generate unnecessary 
inequities. 

Recommendation 2. Caution should he exercised in 
using figures representing the number served in one 
program as an indicator of need in another program. 
Specifically. the use of AFDC count s to lJllocate Title I 
and Head Start funds generates inelJuities because 
AFDC practices vary widely among states. 

Recommendation 3. While there should be flexibility 
in the allocation of funds within states. federal ,\!,rant ors 
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should review these methods to assure greater intra
state equality in access to services. In some cases (like 
WICJ. this mi.1?.ht only require a review of the formula 
which states use to allocate funds internally: in other 
cases (like AFDC). this would require a more thorou,1?.h 
monitorin.~ of local practices. 

Recommendation 4. Local governments should take 
advanta:.r,e of the option to request a "special census" 
from the U.S. Bu reau of the Census. While localities 
must pay for the census expenses. they could benefit 
from more accurate data to be used in the allocation of 
funds. particularly in areas of rnpid expansion.62 

Recommendation 5. Formulas with ceilings and floors 
based on national per-person expenditures should be 
encouraged. Funding floors provide a minimum ex
penditure. and ceilings reward localities that make a 
financial commitment. These facto rs counter the e f
fects of interstate expenditure differences. The Title I 
form ula provides the best example this practice. 

Project grants, also called discret ionary grants, are 
awarded on a competitive basis and may generate 
in equities because of such factors as grantmanship, 
polit icking, and grandfathering. 

Recommendation 6. Project grants should be used 
only when funds can be targeted to a limited number 
of recipients with great needs or for innovative and 
experimental programs.63 A "sunset" provision should 
exist to determine if the program should be continued 
or funded under a different ,1?.rant mechanism. Project 
y.rants should not be used to fund routine programs. 

Recommendation 7. Mixed formula-project grants 
can be used when conditions for project grants exist 
but when state allocations are needed to curb ad
mistrative discretion in the award process.<>J 

Matching requirements may stimulate state and 
local governments to provide funds of their own, and 
they may provide an incentive for starting a program 
jseed money) when the percentage match required of 
the local entit y is increased each year until full 
support is achieved. G rants requiring match ing funds 
may also provide services where none would be offered 
otherwise. However, matching requirements may 
generate inequitites because states may pass the 
matching requirement respons ibility to the local gov
ernments, whi ch may be less capable of meeting the 
match, or because the fiscal capacity and willingness 
of the states to provide matching funds varies so 
greatl y. 

Recommend£ition 8. The federal ,1?.overnment should 
either prohibit 1he state from passin:~ the nwtchiny, 
requirement to local governments or .'>hould require 
the states to provide a waiver ior poor communities. 

Recomme11de11 ion 9. Crnnrs with match in~ require-
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men ts should be constructed to consider the different 
abilities to raise matching funds . Jn most cases, this 
means that matchin,I!, requirements will h£ive to vary 
dranwt ically £imon,1!. the states.6 ' 

Recommendations to Reduce the 
Underuse of Funds 

Federal dollars go unused for two basic reasons. 
One occurs when a state or local agency does not 
want federal funding and therefore does not apply for 
these funds. Agencies do not apply for funds for many 
reasons, including the high costs of application, lack 
of a qualified administrative agency, lack of required 
matching funds, and difficulty in coordinating more 
than one agency in order to offer needed services. The 
other reason exists when the state or local agency 
receives federal funds, but does not use all the funds 
received. Governmental entities often return funds 
because of rigidly defined budget cycles or grant 
durations which limit the amount of time allowed to 
spend grant funds. At other times, costs are simply 
overstated, and the difference is returned. 

Recommendation 10. OMR (Office of Management 
and Budget} circular A-95 is a nwnagement cirrnlar 
that des(l!,nates state and local governments to evalu
ate, review. and coordinate federnl and federnlly as
sisted programs and projects before they are approved. 
The role of the A -95 clearinghouses should be ex
panded so they may become federal program informa
tion centers. Clearin,1!,house funding must be provided 
to ensure their effectiveness. 

Recommendation 11. The federal government, through 
OMR leadership, should continue to develop certain 
standard federal application forms. Too many federal 
agencies require the same information with merely a 
different format. This recommendation would help 
reduce the costs of application. 

Recommendation 12. The federal government should 
provide greater flexibility in designating an admin
istering implementing agency. This flexibility would 
recognize different administrative structures amon,I!. 
states and would allow service providers to choose an 
appropriate administrative body outside their ,1!,eo· 
s.raphic area when needed. This recommendation 
would assist such pro,1!,rams as WJC and CETA. which 
have had problems finclin,1!, louil administrative axen
cies. 

Recommenclt1tion 13. The federal ,1!,overnment should 
let the state executive official tles(1!,1wte an tl,1!,ency 

with overall authority to coordinate activities This 
would help alleviate the problems in coordinating 
a,l!,encies in applying for federal funds. Such flexibility 
could resolve conflicts among agencies and could 
allow alternative administrative arrangements to im
plement the programs. 

Recommendations Which Address the 
Timing of Funds 

Some programs use forward funding, while others 
have concurrent or retrospective funding. The fund
ing issues are also complicated by different budget 
cycles and fund ing cycles (duration of grants) and the 
need for start-up funds. 

Recommendation 14. Where multiple sources of 
funding and different funding cycles cause hardship. 
the federal government should compensllte the llppli
cllnt with increased administrative funds. This can 
decrease the severity of r he hardship. t hou,1!,h it mlly 
not solve the prohlem. 

Recommendmion 15. The fedewl y,overnment .~hould 
permit the "carry-over" of unexpended funds and al-

· low the administrative a,1!,ency flexibility to reallocate 
these funds. The WJC and juvenile justice pro,'o!,wms 
provide extreme examples justifyin,I!, this recommen
dation. WJC pro,1!,roms. with ri,1!,id ,1!,rant duratiom. 
have been forced to return pro,\!,wm funds. Juvenile 
justice monies. which rnn be reallocllted and can he 
spent over a three-year period. are seldom returned to 
the federal ,l!,overnment. 
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Recommewilltion 16. The fedewl ,1!,overnmenc should 
increase the number of programs that are forward 
funtlecl. and give more accurate notice about the 
amount of iundin,I!, forthcoming. 

Reco·mmendat ion 17. The federal ,l!.overnment should 
provide sufficient start-up funcls if a pro,l!,ram mu .~t be 
(uncled retroactively. Alternlltively. the State of Texas 
should provide start -up funds. in order for fee/era/ 
funds to he used as effectively as pos.~ible. 

These recommendations offer some plausible solu
tions to the funding issues presented in this ch<lpter. 
In spite of the complications accompanying federal 
funds, these resources provide many se rvices th<lt 
state funds could not support. It is therefore cruciJl 
that federal doll<lrs bl' used wisely and efficiently if 
the intergovcrnment<ll grant system is to Jccomplish 
the functions and ml'ct the rcsponsibilitil's for which 
it is designed. 
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2. Force: Regulatory Problems and Inter
governmental Relations 

One premise underlying the intergovernmental sys
tem is that federal grants will be used to reach objec
tives formulated at the federal level. The regulations 
which are part of every federal grant program embody 
the broad policy concerns of Congress, specifying the 
permissible uses of federal funds and constraining 
state (and local} governments to follow the will of the 
·Congress. Yet the regulatory process also involves the 
shared responsibility which is at the heart of federal
ism, because in shaping and enforcing its regulations 
the federal government must always be aware of state 
(and locall sovereignty. If state and local governments 
do not share federal objectives, or disagree about how 
to achieve them, then we can expect considerable 
conflict in the regulatory process as s tate govern
ments resist federal regulations and try to bend federal 
grants to their own purposes, and federal officials try 
to force states to conform to federal intentions. Thus 
an inevitable tension underlies the regulatory process: 
on the one hand, federal regulations attempt to direct 
federal !and state) dollars to achieve federal priorities, 
and, on the other hand, intergovernmental programs 
must have the participation and cooperation of state 
and local officials if they are to meet federal objectives. 

The problem of assessment complicates the regula
tory process. The federal programs which serve chil
dren and youth-aimed at providing economic assis
tance; improving education, health, and nutrition; 
preventing child abuse; correcting mental illness; and 
curbing juvenile delinquency- serve laudable goals, 
but they are goals which are difficult to evaluate 
because they do not lend themselves to objective 
assessment. Even in the area of educati on, in which 
much research has been conducted over the past two 
decades, the measurement of effectiveness remains 
unclear. Achievement test scores are too narrrow and 
may be irrelevant to future success; vocational pre
paration is hard to assess and also ignores the wide 
range of educational consequences, such as social 
awareness, political and moral sophisticat ion, and 
appreciation of literature and the arts. If the outcomes 
of education remain unclear, the outcomes of most 
other social programs are still less examined. The 
effects of such nutrition programs as WJC and food 
stamps on nutritional adequacy, health, and future 
well-being are extraordinarily difficult to examine 
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even under the best research conditions. The conse
quences of training programs- like the outcomes of 
education-may emerge over such a long period of 
time, and in so many different ways, that evaluation is 
again impossible. 

The lack of assessment criteria for most programs 
for children and youth means that federal officials 
can never be sure when a program is working. Rather 
than relying on information about a program's effec
tiveness, they must instead focus on the way the 
program is run, the content of the program, and other 
measu res which are assumed to be related to its 
effectiveness but may not be. This in turn generates 
regulations which specify the procedures and content 
of particular programs, rather than outcomes. If state 
and federal officials disagree about how programs 
should be run, these kinds of regulations constrain 
state and local prerogatives- specifically contrary to 
the logic of federalism that state and local govern
ments are in a better position to run programs than 
the federal government. 

In examining the conflicts between federal and 
state officials in programs for children and youth in 
Texas, six issues proved to be of the greatest impor
tance: (I ) inflexibility on the part of the federal gov
ernment; (2) vague guidelines; (3) conflicting laws and 
regulations; [4) burdensome amounts of paperwork; 
15) complications arising from monitoring and sanc
tions policies; and (6) conflicting priorities about how 
public funds should be spent. Of course, in the most 
extreme cases of disagreement over goals, the prob
lem is "resolved" by the failure of Texas (or local 
governments) to appl y for federal funds. Some exam
ples of federal funds going unused, examined in the 
previous chapter, are the failure of Texas to apply for 
federal emergency assistance aid under AFDC, or the 
unwillingness of some school districts to apply for 
federal funds to help desegregate. In other cases, how
ever, state and local officials accept federal money 
and then try to use it for their own priorities, and this 
kind of disagreement generates a particularly pro
tracted and irreconcilable conflict over program pur
poses and regulations. 

Disagreements among levels of governments in 
intergovernmental programs are usually the product 
of different perspectives: federal officials, state officials, 
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and local officials are all likely to be adamant about 
their own priorities and their own prerogatives. In our 
examination of these issues, we have concentrated on 
the perspectives of state and local administrators in 
Texas, who are critical because they are largely re
sponsible for how programs operate. Since most of our 
information has come from state and local adminis
trators, our analysis of the issues tends to take the 
state and local perspective. A federal perspective 
could also be developed which would counter every 
criticism of federal regulations with some justifica
tion, especially the justification that without strin
gent federal regulations states would spend all federal 
money irresponsibly. No matter what the perspective, 
however, it is important to remain aware of the ines
capable tensions in the intergovernmental systems. 
The analytic task remains to see where tensions can 
be minimized, and where they will remain so powerful 
that conflict will continue. 

Inflexibility 
The common use of the word "strings" for federal 

regulations describes quite well the manipulation felt 
by st ate and local program administrators because of 
the inflexible nature of the guidelines. Inflexibility 
has been attributed to an overemphasis on prescrip
tions for process and methodology rather than out
comes, with little or no allowance by the federal 
government for local variation in attitudes or capa
bilities. Inflexibility thus results from an attempt to 
circumvent the problem of assessing results: because 
of the lack of quantifiable assessment criteria, the 
easier route-an emphasis on process and methodolo
gy-is taken. 

As an example of inflexibility, "the all-time high for 
prescriptive statutes is the Education for All Handi
capped Americans Act," according to Secretary of 
Education Terrell Bell. 1 Step-by-step procedures are 
detailed for identifying, evaluating, and developing 
an Individual Educational Program for every student 
with no recognition of program content. Thus, state 
agency administrators assert that service delivery is 
impaired by the stringency of the regulations which 
focus administrative energy on how to reach goals 
without specifying those goals or allowing any local 
con trol over methods. 

Similarly, local school personnel criticize the meth
ods detailed in ESEA Title I regulations for compensa
tory education. The regulations specify procedures 
fo r writing a constitution, holding elections, choos
ing members of the Parent Advisory Council, and 
having them sign release forms, but with little agree
ment on their function. 2 According to the Austin 
Director of Developmental Programs, "superliberal 
types in Massachusetts and civil rights lawyers"3 

have established the law so that, as a New Jersey Title 
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I coordinator states, it "turns off the very people I it's I 
intended to attract. !The lawJ appeals to middle-class 
people but not low S.E.S."4 

Administrators whose programs are retroactively 
funded also face impediments to service delivery. In 
these programs, administrators often need to borrow 
money while waiting for federal funds. However, ad
mini strators are discouraged from borrowing because 
the federal regulations do not permit federal funds to 
be applied to the payment of interest on debts. 

Such prescriptive regulations can be costly to the 
states. Food stamp regulations require bilingual staff 
in project areas with a certain percentage of "single 
language minority low-income households," and also 
certification materials in that language.s TDHR com
plains that Congress considers neitherthe availability 
of such staff nor the state's staffing limitations.6 

Furthermore, this regulation, which is uniformly ap
plied to all of the states, creates greater problems for a 
state like Texas, close to the Mexico-U.S. border with 
many Spanish-speaking people, than for most other 
states. The regulation is therefore insensitive to vari
ation among states, and the program fails to provide 
additional administrative funding to cover this par
ticular regulatory requirement. 

The federal tendency to develop uniform regula
tions causes no small groan from state and local 
administrators. Head Start and community mental 
health centers !CMHCsl are both troubl ed by this 
second type of inflexibility. Because the federal regu
lations prohibit the use of Head Start funds to pur
chase buildings, program operators are at the mercy of 
local political officials in acquiring an appropriate 
place to house the program. In one case, the adminis
trators were donated a building which was substan
dard. After spending program money to improve the 
building, the clients were moved to another substan
dard facility. 7 Thus, the local administrator is some
times unable to implement a program effectively 
because he or she is caught between the local political 
environment and a federal aim of uniformity. Another 
costly example of uniformity appears in the com
munity mental health center program. Federal regula
tions covering CMHCs require twelve specific services,8 

express ing the federal desire that the local level not 
negl ect the provision of certain services. This highly 
specific requirement, however, can be inefficient be
cause not every area needs all twelve services.9 

Of the complaints voiced by state administrators of 
the food stamp program, the most frequent is lack of 
state discretion. Offices issuing food stamps are re
quired to operate a certain amount of time, and the 
s tate must maintain a number of certification sites 
above those present in January 1980. TDHR adminis
trators argue that this maintenance-of-effort regula
tion is very burdensome, since all of its 254 counties 
are treated as separate units by the regulations, and 



offices must remain in operation even though some of 
them are in counties with very small populations. 
One state administrator believes that the federal 
level considers such inflexibility justifiable since the 
federal government bears 100 percent of the cost of 
the food stamp program. ID The fact that the AFDC 
program- which is partially funded by the states- is 
more flexible than the food stamp program seems to 
support this belief. The amount of funds provided by 
the federal government, however, should have no 
influence on the amount of discretion allowed. If the 
goal of federal programs is to achieve the most effec
tive and efficient service delivery system, then it is 
necessary to eliminate inflexibility and to allow greater 
state and local discretion, no matter the level of 
federal funding. 

Vagueness 

No less disturbing to administrators than rigidity 
in the guidelines is its opposite- vagueness. Ironical
ly, vague guidelines can often be attributed to an 
emphasis on intergovernmental cooperation. In at· 
tempting to ensure state and local participation in 
federal programs, the federal government may allow 
some discretion. The opportunity to exercise discre· 
tion, however, often causes problems for state and 
local administrators because the ultimate criterion of 
assessment remains fiscal, and the reporting of fiscal 
matters becomes the yardstick by which the adminis· 
trator is judged even when there is some opportunity 
for exercising discretion. Vague guidelines also in· 
crease the potential for conflicting interpretations 
over how grants are to be administered. 

Vagueness of eligibility criteria affects several pro· 
grams. The WIC legislation requires that the Texas 
Department of Health emphasize the "neediest" in the 
state plan. However, the law fails to define "neediest" 
clearly, and the state's plans are inaccurate in specify
ing which counties are likely to contain the neediest 
individuals. Specifying who qualifies for aid to the 
handicapped or for bilingual education programs also 
causes frustration and misinterpretation, as well as 
lawsuits. For instance, a Brownsville fifth-grader 
whose body cannot regulate his temperature is suing 
the school district for its unwillingness to air-condition 
his classrooms. The Texas Education Agency (TEA) 
also questions the eligibility of children under the 
Education for All Handicapped Americans Act who 
require residential psychiatric care, high transporta· 
tion costs, or specialized service in nonpublic schools.11 

The vagueness in this program has resulted from the 
inability of Congress to specify services needed for all 
handicapped children, so that courts must sometimes 
intercede to clarify needs. In the ESAA program, which 
provides discretionary grants to facil itate desegrega-
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tion, school districts have railed against the ambiguity 
in program eligibility that allows the U.S. Depart· 
ment of Education to follow funding trends. 

Title I displays several types of ambiguity. New 
administrators tend to have difficulty adhering to the 
guidelines to "supplement, not supplant" local fund
ing. (This is true also for the Education for All Handi
capped Americans program.) The role and authority 
of Parent Advisory Councils has yet to be clarified. 
For instance, uncertainties over the meaning of the 
condition that "services are an important part of the 
Title I educational program" Jed to a politically em
barrassing battl e between the Rhode Island Depart· 
ment of Education on the one hand and a group of 
welfare mothers and the governor on the other. The 
department disputed the mothers' contention that a 
monthly clothing allowance fits the guideline. 12 (In 
this case Secretary of HEW Elliot Richardson over
ruled Terrell Bell, who had decided in favor of the 
department.) 

The results of ambiguous regulations range from 
officials "preventing the appeatance of being inept"i.i 
to lawsuits. In between these extremes come ques
tions regarding interpretation. Local Head Start ad
ministrators turn to the Regional Offices (ROs) of the 
U.S. Department of Health and Human Services, but 
the ROs are not always able to interpret national 
policy and cannot make definitive decisions. Some 
Head Start offices have also received contradictory 
interpretations from Washington. 14 CET A officials 
have been known to pit regional against national 
offices; if the regional interpretation is undesirable, 
they try again higher up. is A typical pattern in Texas, 
in administering both Title I and ESAA, is to interpret 
unclear guidelines according to state or local agency 
preferences and assume that a lawsuit or other sanc
tion will not result-a way of playing "chicken" with 
the threat of federal disapproval. 

The ultimate effect of vague guidelines is a matter 
of speculation. Some local and state administrators 
probably take advantage of unclear regulations. Even 
assuming that they do this, however, the question 
remains as to the effect on the ultimate goa ls of the 
program. Vague guidelin es might be the harbingers of 
an era in which local and state officials are allowed to 
exercise more discretion without fear of reprisal. For 
the moment, however, to the extent that vague guide
lines give rise to conflicts in interpretation, they are 
probably detrimental to program effectiveness. 

The fact that federal guidelines are vague does not 
necessarily generate conflict, if both federal and state 
officials want to cope with that vagueness. Such 
guidelines can offer limits within which officials can 
operate, and thus avoid potential disagreement. The 
possibility of avoiding disagreement is not so readily 
available, however, when the issue of conflicting laws 
and regulations is involved. 
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Conflicting Regulations 

The problem of conflicting regulations and laws 
reveals the underlying tension in a system of fiscal 
federalism. State laws and federal regulations some
times contradict each ot her. Often the states cannot 
be persuaded to alter their laws, and federal officials 
are often reluctant (or unablel to grant waivers to 
individual states. Given the lack of firm assessment 
criteria, it is often difficult to know which level of 
government has the more effect ive policy. 

The conflict between federal regulations and state 
law is exemplified by the Community Mental Health 
Centers Act. The federal rules require community 
mental health centers to create a professional advisory 
committee to advise the board of trustees on medical 
matters. TDMHMR, emphasizing its concern for get
ting outside suggestions, requires the center to create 
an advisory committee of nonstaff physicians. The 
local program receiving funds and rules from both the 
federal government and the state agency finds itself 
caught in the middle of inconsistent requirements. 

Texas adminis tration of its Title XX program has 
presented a type of conflict between federal and state 
regulations that is often faced by agencies. The con
flict involved the potential incorporation of the Fed
eral Interagency Day Care Requirements (FIDCR) 
into the Title XX program. Federal regulations stated 
that beginning in October 1980, federal funds would 
not be provided for day care centers which did not 
meet the Federal Interagency Day Care Requirements.16 

The staff/child ratio of FIDCR was higher than the 
staff/ child ratio required by state standards, and there
fore complying with federal rather than state regula
tions was costly. In anticipation of the expected 
change, TDHR sought state funds for day care so that 
the day care providers would not have to meet the 
federal standards. 17 The conflict was one not only of 
standards but of philosophy. Federal regulations aimed 
at increasing the quality of services, while s tate stan
dards sought to spread limited funds over more chil
dren, perhaps (though not necessarily) at the expense 
of the quality. 18 

A related example occurs in the adminis tration of 
bilingual education. While the Texas state plan and 
Title VII do not conflict, TEA prefers to follow the 
state's "trans itional" program, which requires bilin
gual classes on ly in grades one through three. Federal 
guidelines, which are "merely" court mandated and 
not published in the Federal Reg,ister, require main
tenance or "affirmative ethnicity" programs through 
the twelfth grade. Texas's unwillingness to adhere to 
federal guidelines has led to the court case U.S. v. 
Texas, in which the federal govern ment has asked the 
court to enforce federa l guidelines. Thus, while the 
laws might not overtly conflict, the administrators 
ru nn ing the program do. 
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When inconsistencies between state and federal 
regulations arise, state agencies are vulnerable be
cause programs are usually assessed only by the de
gree to which agencies adhere to federal regulations. 
The claim that state (rather than federal ) practices are 
more effective or more efficient is not usually a 
defense, because there is no unambiguous way to 
substantiate the state's claim. The other possible 
approach of state and local administrators-adhering 
to procedures which minimize their vulnerability
can be both bothersome and costly to state and local 
agencies. In some cases, then, state agencies find 
themselves in an inescapable dilemma. 

Burdensome Paperwork 

The problem of burdensome paperwork is inherent 
in any system where assessment of procedures re
places assessment of outcomes. Paperwork is neces
sary to meet reporting requirements aimed at main
taining fi scal accountability and assuring that the 
eligible population is served. This ensures that federa l 
funds are not diverted from their goals. Federal re
quirements for state plans and comprehensive annual 
services plans are other efforts designed to ensure 
that federal funds are well spent rather than hap
hazardly distributed; si milarly, regulations which re
quire data about exis ting needs are an attempt to 
assure that real needs are being met, in the absence of 
<lilY other assessment mechanisms. 

More than anything else, burdensome paperwork 
symbolizes the deep tensions in intergovernmental 
programs. Federal mistrust of the states developed 
early in the history of federal grants, as a result of 
corrupt state practices, neglect of the poor, and abuse 
of civi l rights; reporting requirements are part of the 
federal effort to control the states' behavior. The 
trend of federal grants in the 1960s which emphasized 
serving special populations- especially the poor
made such control more prominent as federal pro
grams tried to coerce the states into doing what they 
would not do on their own. The states for their part
and Texas in particular, with its long history of xeno
phobia- have n:sented these kinds of federal intru
sions as wasteful and restrictive. 

Almost everyone connected with federal grants, 
from program directors in Washington to clients in 
job-training centers, agrees that more time seems to 
be spent completing forms than delivering other ser
vices. Burdensome paperwork at both the application 
stage and the administration stage has often generated 
cries of "bureaucrat ic strangulation." This is the major 
complaint about Title I of the ESEA. With dependable 
TEA color, a program officer complained about the 
number of "legal beavers" writing "too dang many 
regulations that s lap our hands before we reach for 
the cooki e jar."19 There is some justification for the 



complaint. The twenty-two-page Title I application 
requires data to prove (at a minimum) maintenance of 
effort, comparability, eligibility of attendance areas, 
need, involvement of nonpublic school children, and 
parental involvement; in addition, a project descrip
tion, performance and process evaluations, plans for 
information dissemination, and a budget and equip· 
ment inventory must be included.20 

Not all of this information is useful: a 1978 NIE 
Compensatory Education Study concluded that "com· 
parability requirements are burdensome, overly rigid, 
give a false picture of school districts' financial status, 
and unintentionally detract from the effectiveness of 
Title I services"21 -largely because of the necessary 
data collection and recording. An adm inistrator in a 
district with one Title I teacher underlined the validi· 
ty of complaints by pointing to the necessit y of count
ing names of children in the dis trict on the welfare 
rolls annually and the necessity of computing per· 
pupil costs by campus-statistics rarely maintained 
by districts. When data is nearly impossible to obtain, 
one result is that "you lie" to federal officials.u An· 
other resu lt has been that those low-income districts 
most in need of the funds are the ones that feel the 
most strain from paperwork.23 When presented with 
these problems, a program specialist at the Depart· 
ment of Education admitted, "I can see what they're 
talking about."24 

The requirement of completing seemingly endless 
numbers of forms does not end once the application is 
submitted. Title I further requires quarterly reports 
on changing needs because of student mobility, on 
expenditures, on continuing adherence to compara· 
bility, and on the use of funds to supplement rath er 
than supplant local funds-not to mention twice· 
yearly test results. 

The on-going reporting requirements in the Title I 
program are shared in most of the programs studied. 
The WIC program must keep records of the source 
and application of funds, and state agencies must 
submit monthly financial reports and participation 
data to the Secretary of the USDA. At the local level of 
the food stamp and AFDC programs, a total of ten to 
twelve forms per client is required for State Quality 
Control. M edicaid agencies arc required to keep indi· 
vidual records on each applicant and recipient of 
funds. In addition, the agencies must maintain ac· 
counting systems and supporting fiscal record s of 
claims for federal funds for at least three years. Medi· 
caid is even more complicated, si nce the Texas Medi· 
caid program and the U.S. Department of Health and 
Human Services classify recipients differently. WherL'· 
as Texas divides recipients into four categories, HHS 
uses only three categories. This discrepancy creates 
reporting problems since the two sets of records must 
be matched for auditing. 

This sort of record-keeping becomes more bother· 
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some to lower-level agenc ies when special targeting is 
involved. The federal goal of eradicating racial and 
sexual di sc rimination requires that state and local 
agencies keep accurate counts of the racial and sexual 
composition of th eir clientele. In addition, the fund
ing federal agency-for instance, the Depart ment of 
Agriculture for the WIC program- and the nonf uncl
ing federal agencies concerned with discrimination
the Office of Civil Rights and the Office of Economic 
Opportunity-may all require statistical information. 

The constant flow of revised regulations from fed
eral agencies to state and local agencies presents a 
different type of burdensome paperwork. These regu· 
lations arc most infuriating to the lower administra
tors. Jn 1976 the National Governors Conference 
contended that "through their rulemaking functions, 
federal agencies have claimed a far broader role in 
state affairs than intended by law and have limited 
states' activities in ways which negat e congressional 
intent."2' Many of these regulations dictate proce
dures. To avoid violating a federal regulation, some 
state and local agencies have assigned staff members 
whose main responsibility is to read, interpret, and 
implement new regulations. However, most agencies 
cannot provide such staffing. The Austin food stamp 
and AFDC program administrators have backlogs of 
unexamined federal guidelines, since the present Ad
ministration's suggested program cuts have made state 
and local administrators reluctant to add new workers 
or replace old ones.26 

Partly to cope with paperwork, the Texas state food 
scamp-ADFC agency is experimenting with a process 
called the Standard Delivery System. Under thi s pro· 
cess, caseworkers in the local offices no longer have 
specific clients assigned to them. Instead, clients will 
be asigncd to whatever caseworker is free . Acc ording
lv caseworkers will not be held responsible for the 
fi l'es of a group of clients, and will therefore be relieved 
of the dut y that goes with the more traditional client 
caseworker relationship. Supposedly, the burden of 
caring for the paperwork shifts to clerks who must 
maintain files. If this program proves successful in 
the Travis County experimental area, the stat e will 
implement the Standard Delivery System throughout 
the state.2• At one Austin food stamp-AFDC office, 
however, the shortage of clerks and the inability to 
hire ne,,· permanent workers has caused the program 
to fail. 

Reporting requirements are oft en associated with 
various categorical grant programs, especially those 
such as AFDC. WIC, and food stamps, which have 
income restrictions. Other categorical grant programs, 
which provide services not d irected to poor children, 
require fowcr regulat ion~ which document need. Thus, 
under the regulations covering Title IV-A of the Social 
Secu rity Act 1the AFDC program!, the st;lte agency 
must maintain records regarding applications and the 
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determination of eligibility.28 Such prov1s1ons are 
missi ng from the guidelines for the Title IV-B child 
welfare program, s ince eligibi lity is not based on 
income.29 

Whether or not eligibility for a program is based on 
an individual's income may account for the different 
perspectives of program administrators. In the AFDC, 
WIC, and food stamp programs, the amount and bur
den of reporting requirements was a source of con
stant complaint, although it was see n as inevitable. In 
Title IV-B and the CMHC programs, which are not 
based on income eligibility, most of the state admin· 
istrators' complaints about burdensome paperwork 
involved other factors. 

The state administrator of the Texas CMHC pro
gram was concerned with the fact that they had to 
comply with reporting requirements but received no 
federal funds to cover the costs of that report ing.3o 
Also, he was concerned with the fact that federal 
officials were not using the informat ion, or that they 
would lose what they obtained. Having requested 
some of the information that they had provided the 
federal agency, the state agency found that the data 
on the computer tape sent to them was so garbled that 
it was useless. The concern that the federa l govern
ment is not us ing information gathered at great cost is 
shared by administrators across the nation. 

The admini strator of the Title IV-B program was 
concerned not so much with the volume of data 
required but with the type of data.31 Quantitative data 
is easily collected, given TDHR's newly revamped 
information system. Problems have developed, how
ever, over the prospect of federal changes in the 
content of their information requests. In order to 
supply certain types of data, such as proximity of a 
child in foster care to his or her family, staff time 
would have to be taken away from administration of 
the program. 

The state administrator at TDMHMR also noted 
the difficulty of collecting certain types of data, such 
as breakdown of the types of clients served at the 
community mental health centers. In turn, the local 
administrators of commun ity health centers viewed 
reporting such information as an unnecessary burden.32 

One local administrator thought that the state agency 
was justified in requesting uniform statewide report
ing on budget and expenditure control. The qualita· 
t ive data requests, however, were seen as addressing 
problems of needs assessments, which the community 
administrator felt could be handled by the community 
agency without the burden of reporting requirements. 

The passage of the Titl e XX program, which has 
been cons idered a block grant program, was hailed as 
the harbinger of relief from bureaucratic strangula· 
tion .. \J Despite this fact , the federal agency decided 
that even a program like T itle XX, with considerable 
state discretio n, should be :-ubject to strict fiscal 
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accountability. The early years of Title XX were 
plagued by allegations that the information require
ments were burying the effectiveness of the program 
under red tape. Over the years, these allegations have 
died down . This may have resulted from the reduction 
of federal reporting requirements (for example, the 
requ irement of keeping individual data files), from 
federal accommodation to state concerns, or simply 
from the fact that state officials have become more 
accustomed to the new reporting demands of Title 
XX. The expanded use of computer technology may 
also be respons ible. The waning of complaints indi
cates that bu rdensome paperwork is not absolutely 
necessary, but the Title XX experience may also indi
cate that only eliminating federal controls and ex
panding state discretion - the essence of the block 
grant idea- ca n quiet state complaints about report
ing requirements. 

By and large, most local and state administrators 
feel that continued reporting requirement s are in· 
evitable. For instance, one would be hard-pressed to 
find an yone knowledgeable of financial management 
who is willing to deny the federal government the 
right to ascertain where and how its money is being 
spent. In fact , the state and local governments do not 
want to destroy federal check ing; instead, they want 
to change the criteria and amount of paperwork used 
in checking. 

Monitoring and Sanctions 

The threat of cutting off federal grants for failure to 
comply with federal intentions lingers in the back
ground of the intergovernmental grant system. Like a 
doomsday weapon, all parties in the system wish to 
avoid this ul timate sanction - its use penalizes the 
children who are supposed to benefit, exacerbates 
conflicts between state and local officials, and causes 
embarrassment on all sides. The threat of withdraw
ing funds may be more effective than actual with
drawal, precisely because this is such an extreme 
sanction. 

Occasionally, the doomsday weapon explodes in 
the face of the federal agencies who hold it over local 
agencies as threat. This can occur before there is any 
contact between the two, as when a local agency 
foregoes federal funds for fear of the strings attached. 
No one loses face in such a situation. On the ot her 
hand, often a program has been initiated; then the fac t 
that the threat of a sanction has backfired causes 
embarrassment for the federal government, incon
venience fo r the local agency, and potential harm to 
recipients. 

The relationship among the U.S. Office of Ci vil 
Rights, the U.S. Department of Educat ion, and the 
Corpus Christi Independent School D istrict provides 
one example of sanctions backfiring. The Office of 



Civi l Rights IOCR) of the Office of Education uses its 
ESAA grants as a means of inducing school districts to 
comply with the bilingual education ruling in Lau v. 
Nichols, even though ESAA grants have nothing to do 
with bilingual education. As a precondition for ESAA 
funds, the Office of Education made a threat. Corpus 
Christi was to institute Lau remedies, which required 
the "maintenance" philosophy of bilingual educat ion . 
Establishing these "maintenance" programs in order 
to keep the ESAA funds would cost the district finan
cially and politically more than it would lose· besides 

' I I 

the state only required its school districts to inst itute 
"transitional" bilingual education programs for grades 
one through three. Corpus Christi decided to forego 
the ESAA funds, in effect telling OCR "you can't fire 
me, I quit." In the Corpus Christi case, the threat of 
sanctions backfired. The district lost hundreds of 
thousands of dollars in potential aid, and the school 
children lost desegregation-related programs. The 
"maintenance" bilingual programs were not estab
lished anyway. 

OCR and the Austin Independent School District 
had a similar conflict. AISD, however, decided to 
come into compliance with the Lau remedies even 
though the school district says that it cost them 
$750,000 in order to receive only $200,000 of ESAA 
funds.34 This difference suggests two possibilities. 
Austin may have had a more long-run perspective 
than Corpus Christi, considering the stream of federal 
dollars that would flow in future years. Alternatively, 
the attitude of the Corpus Christi community, its 
distaste for bilingualism, or the political climate may 
have been responsible for Corpus Christi's rejecting 
ESAA funds while Austin accepted them. 

Thus, ESAA provides two cases of how sanctions 
operate. In one case, the threat backfired; in the other, 
the school district came into compliance. To be sure, 
one might argue that it is outrageous for the federal 
government to use federal descgration funds to moni
tor compliance with bilingual mandates. Yet this is 
debatable; wielding threats is a calcu lated risk on the 
part of the Department of Education, and more times 
than not it seems to win. Also, the st rings attached to 
ESAA money are not significantly different from the 
threat of withdrawing funds to correct unrelated in
equities in many other cases; the threat of withdraw
ing federal funds from the University of Texas for 
discriminatory admission practices is only one exam
ple. The right of federal agencies to spend federal 
funds on ly under "approved" conditions, and their 
right to attack social problems using federal funds as 
the carrot, lies at the heart of federalism. 

The fact that the ESAA case involvt:d monitoring 
leads to another issue related to :.anctions. When 
federal agencies monitor for compliance and find 
violations, they can withhold federal funds; a legal 
hold is placed on the money. The Austin and Corpus 
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Christi programs show that the cost of legal holds is 
expensive. In FY 1978 and FY 1979, $116,000 and 
$43,000 respectively ot approved ESAA funds were 
not spent because legal holds caused late funding. 
Consequently, summer remedial programs wen: severe
ly rt:duct:d. In Austin and Corpus Christi, among 
other cities, the result w;1s an inc rease in local anti
pathy to federa l progrnms:1

' 

The antipathy is exacerbated by the fact that moni
toring to detect abuses is inconsistent. For instance, 
Houston ISO purportedly receives ESAA funds merely 
for busing students to a magnet school one day a 
month, and Harlandale ISO is rarely monitored be
cause it is desegregating voluntarily; in contrast, Aus
tin, an increasingly desegregated system, has been 
placed on legal hold for six of the last seven years.36 

Simi lar inconsistency in monitoring audit functions 
characterizes Title I administration at both the federal 
and state levels.37 The federal government only spot
checks state and local agencies and has succeeded in 
recovering only $750,000 of a potential $226 million 
dollars in misspent funds.38 The inconsistency with 
which the standards are applied "reflectls) divergent 
views about the appropriate role of the federal govern
ment in guaranteeing" services.39 The greater respon
sib ility for monitoring Title I lies with the state 
agencies, but "there are no clear standards explaining 
how states are to conduct audits, nor are there clear 
requirements about the nature and extent of state 
monitoring."~o As a resu lt, over one-third of state 
educat ion agencies have no monitoring plans. Further
more, an Austin coordinator of developmental pro
grams claims that TEA monitors local districts more 
stringentl y than other state education agencies do 
because it has been upbraided by the Office of Educa
tion !OE) for ignoring past misallocations. Thus moni 
toring is an important issue, as well as the sanction of 
cutting off funds. 

Avoiding sanctions is central to the effectiveness 
of threateni ng to withdraw funds. The school district 
cases represent the ends of a spectrum of activity in 
response to this threat. At one end of the spectrum 
the agency foregoes the funds. This can be achieved 
by default by not applying for the funds in the first 
place. It can also be achieved by not reapplying for the 
funds, or by letting the federal government withdraw 
the money. At the other end of the spectrum the 
agency can make substantive changes in its program 
in order to come into compliance. A great deal of both 
federal and agency activity falls somewhere in between 
the ends of the spectrum. Funds may be foregone, but 
arc rarely withdrawn, and substantive changes are 
less likely to occur than procedural changes. 

The encounter of the Texas Office of Juvenile De
linquency with the federal Office of Juvenile Justice 
and Delinquency Prevention !OJJDPI illustrates the 
effort to avoid santions. The Juvenile Justice and 
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Delinquency Act of 197 4 emphasized the deinstitu
tionalization of "status offenders"-those juveniles 
convicted of status crimes like running away, promis
cmty, and incorrigibility-by limiting the amoun~ of 
time status offenders spent in local secure detention 
centers to under forty-eight hours and by separating 
status offenders from convicted adults. The act called 
for the elimination of institutionalization in three 
years, but contained exceptions for states that were in 
substantial compliance. Substantial compliance meant 
a "good faith" effort at compliance and a 75 percent 
rate of deinstitutionalization. The trouble for Texas 
was that its first report to OJJDP indicated it had only 
achieved 56 percent compliance. 

At first Texas argued that its situation was not like 
that of other states. The federal forty-eight-hour pro
vision was divided into two twenty-four-hour periods. 
The first twenty-four-hour period came after the arrest 
of the child, and the second came after he or she was 
turned over to the courts. Because Texas law requires 
that juveniles be turned over to the courts immedi
ately, Texas claimed that it was being cheated out of 
twenty-four hours. Since federal officials did not accept 
the argument, the state had two choices: either to 
appeal the decision, or to come into compliance. 
Texas decided to comply, since the appeals process 
was lengthy and l SO projects in Texas were awaiting 
federal funds. 

Texas was found in compliance, but the number of 
accused "status" offenders held more than forty-eight 
hours in local secure detention centers did not change. 
According to an administrator at the Texas Office of 
Juvenile Delinquency, the Texas state agency did an 
extensive resurvey of the county records on juvenile 
detention. It found that, due to lax counting procedures 
and misinterpretations of terminology, the number of 
status offenders had been overcounted in its initial 
report to OJJDP.41 In this case, compliance was achieved 
without handling the children involved in any different 
manner. 

Another way to avoid the threat of sanction involves 
political resolutions. One example involves the advi
sory committees of the community mental health 
centers, mentioned earlier. The federal idea of an 
advisory committee of professionals was only revealed 
in a draft guideline, but federal officials threatened to 
withdraw funds from the local centers who did not 
come into compliance.42 What happened next is rem
iniscent of the days when HEW threatened funding 
cut-offs for certain schools districts but was stymied 
by Senators John Stennis and Strom Thurmond. 
TDMHMR and the community mental health centers 
working through local advisory groups applied a 
pincer-like attack on the federal agency. TDMHMR 
dealt directly with the federal agency through a series 
of letters and visits to Washington. While TDMHMR 
made their assault, local advocac y groups appli ed 
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pressure through their congressmen. The federal agen
cy withdrew its draft of proposed guidelines. These 
two examples of avoiding the threat of withdrawing 
funds- one by resurveying and the other through 
political power- raise again the question of how ef
fective the threat can be. 

The threat of stopping federal funds often arises 
because of conflicting purposes and regulations. The 
JJDPA program provides an example of a state agency 
caught in the middle of a conflict between state law 
and federal intentions. The CMHC case provides an 
example of local administrators caught in a conflict 
between state law and federal intentions. In this 
situation, conflicting regulations are likely to descend 
upon a local administrator because of a lack of com
munication between the federal government and the 
state agency. Where funds flows from the federal 
government through the state agency, policy conflicts 
are more likely to be resolved before policy hits the 
local administrator. 

These are several reasons why conflicts are more 
likely to be resolved when federal funds flow through 
state agencies to local programs than when they go 
directly to local programs. First, the state legislature's 
willingness to change state law is related to the amount 
of money involved and the number of constituents 
who would be affected by a cut-off of funds. Thus, if 
federal funding flows through a state agency, a cut-off 
of funds would involve more constituents, all across 
the state. A second reason involves the cooperation of 
state administrators. When funding passes through 
the state agency, state administrators are more likely 
to exert greater effort in resolving the conflict, whereas 
state administrators are more likely to feel animosity 
toward a program which bypasses the state agency. 
An example of such animosity comes in the CMHC 
program, where the burden of reporting requirements 
falls on the state agency. Though they receive no 
federal funds and they cannot control how funds are 
used, the federal agency has placed state administra
tors in the unenviable position of guaranteeing the 
continued flow of federal dollars. 

The effectiveness of the doomsday machine-the 
ultimate threat of withdrawing federal funds-is still 
unclear. All sides seek to avoid this sanction, but they 
often do so in ways which deny the underlying 
tensions-through recourse to political interference, 
for example, or by arguing over procedures rather 
than about the substance of program effectiveness
rather than in ways which truly resolve these tensions, 
as might happen if state and federal administrators 
were to engage in more extensive discussions about 
different perspectives. The recurring problem with 
the threat of withdrawing federal funds displays the 
underlying tensions of the federalist system to their 
fullest. 



Conflicting Priorities in the 
Federal System 

One of the most intractable problems in intergov
ernmental relations arises when levels of government 
have different spending priorities. When state or local 
governments are given some discretion in spending
that is, when the federal government moves from 
categorical grants toward block grants-then the un
derlying assumption is that states and local govern
ments should have some power to decide how to 
spend federal funds. But that very disc retion can work 
to undermine the basic intent of federal programs, 
sometimes leading Congress or federal officials to 
impose stricter spending regulations. The conflicts 
which then arise are ostensibly over federal regula
tions and their interpretation and enforcement, but 
the underlying tension is the more basic difference 
between the goals which the federal government wants 
to promote and those programs which state and loca l 
officials prefer. 

One of the most salient examples of conflicts over 
basic intentions has been the CETA program, which 
also illustrates the seesawing between federal permis
siveness and restrictiveness which can ensue. The 
Comprehensive Employment and Training Act of 1973 
has often been described as a block grant. Although 
funds could be spent on ly for employment and train· 
ing programs, CETA replaced a series of more narrowly 
defined categorical programs. It gave local prime spon
sors-cities, counties, or consortia of local govern
ments-greater responsibility for deciding the appro· 
priate mix of programs, the ways in which training 
was to be delivered, and which specific populations 
were to be served- within relatively general federal 
guidelines. In 197 4, public service employment was 
added to the training programs of the 1973 act, and 
soon thereafter the serious problems began. Several 
reports alleged that, rather than using CET A funds to 
create new jobs for disadvantaged and structu rall y 
unemployed individuals, cities were instead funding 
existing jobs held by their own employees- such 
traditional municipal services as garbage collection 
and police and fire protection. Particularly as the 
recession of 1974-75 placed additional financial bur
dens on state and local government, local officials 
became more forceful in claiming CET A funds as 
general fi scal relief rather than as a stimulus to create 
new jobs for a polit ically weak and unpopular consti · 
tuency. As the president of the National League of 
Cities declared, 

The need ro provide essential services such as police 
and fi re protection and t rash collect ion cannot be 
deferred until the economy improves. If using CETA 
funds to provide services which would not otherwise 
be provided by hiring individuals who would other\\'ise 
be unemployed is substitution, it accomplishes the 
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objective of the program by employi ng the unemployed 
and it allows cities to provide essential services to the 
community t hat would not otherwise be provided."-1 

In addition, fraud was alleged ly rampant at the local 
level; for example, in Chicago jobs were given to 
political cronies and patrons of locally elected officials, 
and Hartford, Connecticut had a $ 1.6 million deficit 
in two CET A programs. 

Congress responded with amendments in 1976 and 
1978 wh ic h placed additional restrictions on federal 
funds, designed to reduce substitution and to reaffirm 
federal priorities over local desires. The 1976 regula
tions, for example, established maximum wage levels 
and required special consideration of welfare recipi· 
ents, Viet Nam veterans, and other specified groups; 
this restricted the ability of loca l prime sponsors to 
use funds for regular municipal services and also 
restricted thei r exercise of discret ion. ln addition, 
Secretary of Labor Ray Marshall created the Office of 
Special In vestigations (OSI) to prevent fraud and there
by to reverse the poor image of CETA. Under its 
monitoring system, the Secretary of Labor has the 
power to redefine a pri me sponsorship, to require 
cities to remit funds, and at the same time to requi re 
cities to continue programs out of their own funds. 

These changes have heightened the conflicts be
tween federal and local officials over adherence to 
regulations and increased the level of complaints 
over federal intrusion and overzealous regulation. 
Over the long run, a potentially more devastating 
resu lt for the CETA program itself is that the mayors 
and governors who once provided some of its loyal 
political support have cooled because of their inability 
to use CETA funds as they see fit. The swift demise of 
the public service employment of CET A in the first 
months of the Reaga n administrat ion can be blamed 
at least in part on the fact that state and local officials 
were no longer willing to support a federal program 
which did not meet their own priorities.44 

Another example of divergence between federal 
and state priorities is the Ti tle IV-B program for child 
welfare. The Child Welfare Services grants under 
Title IV-B were intended, among other purposes, to 
prevent the separation of children from their families. 
To accomplish this, grants arc available for a wide 
range of uses, giving the states some flexibility in 
using the money so that they can decide forthcmselves 
how best to achieve the goals of protecting children 
and preventing separat ion. However, the states have 
by and large used federal monies to fund services 
which they were alreauy providing, particularly foster 
care: 73 percent of funds under Title IV-B have been 
used for foster care, with 8 percent for day care, 8 
percent for protective services, and 3 percent for 
adoption assistance.J' In Texas, the funds are used for 
prolective se rvices, aimed ;:it removing neglected or 
abused chi ldren from their homes.J6 Both in Texas 
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and in other states, therefore, Title IV-B's intention of 
preventing the separation of children from their par· 
ents has been undermined by the tendency of the 
states to use the funds for mo re traditional programs 
like foster care and protective services- services which 
are no doubt genuinely needed and underfunded, but 
which nevertheless do not further the federa l inten
tion of prevent ing familia l separation. 

Another example of differing priorities has come in 
the Juvenile Justice Delinquency Prevention Act 
grants. These grants have been conditional on states 
reducing the number of their status offenders held 
more than forty-eight hours in secure facilities. How· 
ever, the states have uniformly failed to meet this 
goal, some because of lack of funds but some because 
they have encountered political resistance from those 
who prefer to see troublesome adolescents institution· 
alized. In other words, local priorities for delinquents 
and federal efforts to de-institutionalize have clashed, 
and in this particular case federal intentions seem to 
have given way. 

To be sure, the differences between federal and 
state or local officials over priorities for federal funds 
have not always remained unreconciled. The early 
history of the Title I program for compensatory edu· 
cation was similar to that of the CETA program. 
Charges that local goverments were substitut ing fed · 
eral funds for local funds and misusing federa l monies 
for regular education programs arose. As in the case of 
CET A, where charges of fraud have surfaced, early 
horror stories described di stricts which had built 
swimming pools with money designated by Congress 
for compensatory education. By and large, these alle· 
gations have subsided, as the early rounds of conflict 
have been resolved, because local districts have come 
to understand the intent of the federal program some· 
what better, and as local Title I councils required in 
federal regulations have become more active in over· 
seeing spending. The Title I experience suggests that 
differences in federal and local priorities can be recon· 
ciled. The process may take a good deal of time, may 
require substantial conflict along the way, and may 
depend on the existence of some political support at 
the local level- such as the support of Ti tle I parents 
for reinforcing federal intentions against the desires 
of local offic ials. 

The underlying problem with conflicting priorities 
is deep and intractable. Most federal programs provide 
funds for purposes which many state and local gov· 
crnments will not fund themselves; otherwise there 
would be no rationale for federal grants. In particular, 
many federal programs fund programs for poor chil · 
dren, or for children with special needs-handicapped 
children, children who suffer poor education, for ex· 
ample-who have always been neglected by state and 
local governments. Federal programs also promote 
certain kinds of services- preventive serYices, for 
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example, and community-based and other non institu
tional forms of treatment-which have also been 
neglected at the state and local level. Differences in 
spending priorities are therefore built into the basic 
structure and rationale for intergovernmental grants. 
In most cases t here can be no simple resolution of the 
conflicts that result; the only recourse, as difficult in 
practice as it is easy to state, is for the different levels 
of government to cooperate on the basic purposes of 
federal programs. As Ray Marshall said about the 
CET A program: 

In order for the program to work, there must be coopera· 
tion between the national administrators. Account· 
ability must work in both directions. National admin· 
istrators must be sensitive to local needs and problems, 
but local administrators must recognize the need of the 
Labor Department. Only by working together can the 
system be made to function effectively." 

A Response to Pressure: Block 
Grants and Loca l Dis cretion 

One response to the problems that arise from the 
tensions inherent in federal grants has been the use of 
block grants. Block grants occupy a position between 
the extreme federal control of categorical programs 
and the pure state (and locall autonomy of the general 
revenue-sharing program. They therefore represent 
an attempt to prevent inefficiency due to inflexibility, 
at the same time that they provide funds to alleviate 
problems which states and localities have failed to 
address. As children of the block grant philosophy, 
CETA and Title XX exemplify the precarious balance 
which has been attempted. 

Reflecting the federal government's lingering desire 
for control over its programs, Title XX- like its pre· 
cursors of the I 960s- requires operation of the pro· 
gram under a state plan which describes organizational 
structures. In addition, a Comprehensive Annual Ser· 
vices Program Plan (CASPPl-which details how services 
are delivered-is required. These plans serve as evi· 
dence of how the state intends to achieve the goals of 
Title XX. However, the goals of the program are stated 
in five broad categories, giving the state agency con· 
siderable discretion.~8 Additional latitude comes from 
the fact that no particular services are required to be 
provided. The state agency is allowed to choose from 
a catalog of thirty services. In addition, definition of 
what those services involve is left up to t he discretion 
of the state agency. The information and reporting 
requirements on state agencies has also been reduced, 
in comparison to those contained in categorical grants. 

To offset the autonomy that is given to the state 
under Title XX, the regulations require citizen partic
ipation in the planning process. The regulations do 
not, however, detail a form of public participation 
guaranteed to ensure that the citizen input is effective. 



In addition, the rules do not impose any penalty on 
states that fail to respond to the citizen advice, so that 
there is some question about the efficacy of this 
requirement.49 

Even with this degree of autonomy, charges of in
flexibility still surround Title XX. A report issued by 
the National Governors Conference, Federal Road
blocks to Efficient State Government, noted that HEW 
had gone beyond its authority and issued overly re
strictive regulations, particularly in the definition of 
foster home services, emergency shelter care, family 
planning, and referral and protective services.50These 
definitions are important because Title XX funds are 
not to be used for foste r home services, and the other 
services which the governors considered too narrowly 
defined are services that can be delivered free of 
charge to citizens who must pay for other services. 
The conflict over the definitions of foster care and 
other services indicates that even when control is 
decentralized in block grants, the fact that policy is 
formulated in Congress still leads to problems of 
vagueness. In defining some services narrowly, the 
federal agency saw itself as protecting the public fisc, 
whereas the states believed that the agency had con
tradicted the Congressional goals of flexibility. 

HEW faced similar conflicts when it decided to 

define more precisely the Congressional prohibit ion 
against the use of Title XX funds to reimburse medical 
care costs unless that care is an "integral but subordi
nate" part of an authorized service.51 From the states' 
perspective, the federal agency defined "integral but 
subordinate" services too narrowly; from the federal 
perspective, HEW was protecting the intent of Con
gress that Title XX funds be used to fund social 
services but not medical care. In this case, HEW was 
again left to bear the brunt of criticism for making 
decisions which Congress knew had to be made but 
chose to pass along. 

CET A sprang from the same pressures for local 
discretion that brought Title XX into existence. Ex
plaining the failure of centralized employment and 
training programs, Secretary of Labor Ray Marshall 
stated: "We worked at the national level, but we didn't 
work with jobs at the local level. The national concept 
of jobs is not very meaningful. Jobs are at the local 
leveJ."s2 Consequently, discretion over the control of 
CETA funds was given to the local level, specifically 
to local prime sponsors. Still, tensions between desi re 
for local control and the desire for centralized control 
have remained. Although CETA regulations are am
biguous enough to allow program operators consider
able leeway, CET A administrators complain that am
biguity also provides potential for conflicts in inter
pretation. Some of the reporting requirements are 
seen as discouraging the participation of small organi
zations. The federal requirement that the program 
funds be distributed to organizations with "demon-
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stratcd effectiveness" is also cited as a factor which 
limits program efficacy by not allowing new and 
innovative organizations into the system. 

On the other hand, some federal officials have 
charged that the effectiveness of CET A and YEDPA is 
decreased because of local discretion . The authority 
of the prime sponsors can operate a "good ol' boy" 
system of allocating the program funds.5·' More to the 
point, as we saw in the previous sect ion, prime spon
sors have tried to use CET A funds for ordinary, ongoing 
municipal functions, without benefiting the unem
ployed and disadvantaged who are the intended bene
ficiaries. This in turn has caused Congress to place 
successfully more binding restrictions on CET A, re
ducing the local discretion which is at the heart of 
block grants. Clearly, then, the effort to shift from 
categorical to block grants has not eliminated the 
tensions between federal intentions and local control. 

Title XX and CETA were only the firs t of the effons 
to convert categorical grants into block grants. During 
the I 970s Congress became increasingly aware of the 
problems created by overlapping grants and gra nt 
requirements within social service areas. A 1977 study 
by the Senate Governmental Affairs Committee de
tailed the various numbers of grants that existed for 
single-issue areas. It reported that thirty-six different 
grants existed for social services and more than seventy
five for elementary, secondary, and vocational educa
tion, and it complained that when different federa l 
agencies are assigned to administer these grant pro
grams, rules and regulations proliferate. Senator William 
Roth, Jr., (R-Del.l has estimated that the paperwork 
generated from the application and the reporting pro
cess costs over $9 billion per year, and that some 
federal grant programs "have administrative overhead 
as high as 28 percent of available funding."s.i In response 
to this grant-in-aid chaos, the Senate passed the Sasser
Roth bill in 1980, consolidating existing grants by 
consolidating programs addressing the same purpose 
or serving the same clients. Thus when Ronald Reagan 
came into office with the promise of res toring power 
to the states, proposals for block grants had already 
generated considerable support within Congress. 
Reagan's proposals to combine categorical health, 
education, and social service programs into some new 
block grants were seeds falling on prepared soil. 

What are the benefits of block grants? Department 
of Education Secretary Terrel Bell has suggested that 
such gr;mts would reduce the states' paperwork bur
den by 5 percent !though the White House predicted 
13 percent reduction ) and that administrative costs 
would be reduced by 13 percentYi Office of Manage
ment and Budget Director David Stockman has added 
that consolidating categorical grant programs will 
allow the states to plan rationally, to coordinate ser· 
vice programs, and to establish clearer priorities, and 
will therefore result in more effective program con-



Funds, Force, Friction 

trol.56 Robert Carleson, Reagan's top advisor on the 
issue, believes that the states will have the incentive 
(that they now lack) to reduce welfare costs.57 Reagan 
simply believes that a smaller role for the federal 
government is virtuous. To be sure, these supposed 
benefits come at substantial cost: in Reagan's original 
block grant proposals, the price to the states of greater 
control was a 25 percent reduction in federal funds, in 
a period in which about 10 percent inflation erodes 
the purchasing power of existing grants.ss 

Under a block grant approach, the states gain more 
discretion, but how much more discretion is uncertain. 
The block grants which emerged from a summer of 
haggling were notable for the reduction of federal 
regulations and federal funding, but not for expanding 
the choice of what programs to fund since the largest 
and most controversial programs-compensatory ed
ucation, education funds for handicapped children, 
child welfare, foster care, and adoption aid- were 
maintained as separate programs. By and large the 
programs which were consolidated were small, periph
eral programs, such as drug abuse and alcoholism 
programs, home health services, rodent control, metric 
education, and school libraries. Despite the general 
support for block grants, then, the political forces 
interested in maintaining categorical programs
including both recipients afraid that blocking would 
reduce their funding and Congressmen wanting to 
retain control over certain programs-made it impos
sible to legislate more comprehensive block grants. 

Over the long run, we can expect that the move to 
reduce federal control and increase state discretion 
will also falter for some of the same reasons that the 
CET A program has come under increasing federal 
restrictions. The impulse on the part of Congress to 
impose controls on federa l funds is not necessarily a 
self-serving desire to have control for its own sake. 
Rather, as the CET A and Title XX examples clarify, 
these efforts usually represent an effort to make sure 
that federal funds are spent effectively, for those 
individuals most in need, and for those public purposes
such as the alleviation of unemployment and the 
reduction of poverty-which called the programs into 
being rather than for other worthy but essentially 
secondary local concerns. As states and local govern
ments use the increase in discretion which they have 
received in the latest round of block grants, we can 
predict that Congress will again object to some of the 
ways federal funds are spent and will move to reimpose 
federal controls or return to categorical programs. 
Thus the move toward state and local discretion and 
to block grants does not totally alleviate the regula
tory issues because it fa ils to eliminate the inherent 
tensions built into the intergovernmental system. 
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Conclusions and 
Recommendations 

The regulatory issues involved in intergovernmental 
programs have become so enormous and complex 
that they tend to produce a sense of helplessness in 
those with the responsibility for untangling their 
intricacies. The situation can be compared to the 
anecdote of the blindfolded committee members fee l
ing an elephant: each recognizes the enormity of the 
animal, but each feels a distinctly different part and 
reaches different conclusions about its nature and its 
functions. In fact, this analogy serves to pose several 
questions about intergovernmental regulation: 

l. How big is the beast, or how serious are the 
problems? 

2. How and why did the elephant get into this 
shape? Or, what were the goals of Congress and 
the regulation writers, and what has been the 
regulatory history that has redirected these 
goals? 

3. How can the beast be redesigned to improve its 
ability to function? That is, how can regulations 
be rewritten to ameliorate the intergovernmen
tal conflicts we have described? 

The analogy breaks down when one realizes that 
removing the blindfolds- that is, taking a closer look 
at the problem- does not necessarily reveal solutions 
or produce consensus. But an unblinking examination 
of the problem should still clarify approaches to this 
gargantuan set of dilemmas. 

How large is the animal? The dogma surrounding 
regulatory issues has become so entrenched that it is 
often difficult to pierce the hide of the dichotomy 
between states' rights vs. federal control. Setting aside 
momentarily state and local recalcitrance and intran
sigence, we can question the severity of the service 
delivery problems resulting from inflexible, vague, 
conflicting, or demanding regulations. 

Inflexibility and burdensome paperwork are com
plaints most often directed at categorical programs 
whose eligibility is based on income. Presumably, 
service delivery is enhanced rather than diminished 
by a high degree of regulatory involvement in those 
programs whose populations are specifically defined
such as Title IV-A, AFDC, WIC, food stamps, and Title 
I. Similarly, the record-keeping burdens resulting from 
fiscal accountability requirements of Title XX do not 
seem on the whole to impair service delivery. 

Vague and conflicting guidelines may, however, 
affect policy implementation, given the tendency for 
agency officials to adopt convenient definitions {such 
as of who the "neediest" are) and to choose less strin
gent interpretations in cases of conflict. The adminis
trations of WIC and bilingual education provide ex-



amples, probably because of the unintended autonomy 
exercised by the agencies. Vagueness and conflicts in 
regulations may be headaches to conscientious 
administrators-or those fearful of reprisals-but they 
are also blessings in disguise to those searching for 
opportunities to exercise discretion. 

The threat of withdrawing funds for noncompliance 
seems to have mixed results. As seen in the examples 
of the Austin Independent School District coming 
into compliance with bilingual guidelines in order to 
receive federal desegregation money, and the Corpus 
Christ i ISO refusing the money so as not to have to 
comply, the sanctions policy of ESAA definitely pro· 
duces varied results. In other cases, such as JJDPA, the 
monitoring process and the consequences of failing to 
conform to federal requirements seem irrelevant to 
service delivery, since agencies can come into com
pliance on paper without improving benefits to the 
client group. 

The animal being scrutinized is beginning to assume 
the shape of numerous intertwined snakes, rather 
than an elephant, with no beginning or end in sight. In 
general, targeting and monitoring regulations are nec
essary to ensure some national uniformity in programs 
for children and youth and some conformity to Con
gressional intent. Nonetheless, in a noticeable number 
of instances these regulations backfire- that is, they 
fail to have the desired effect-and therefore increase 
paperwork, reporting requirements, and inflexibility 
without having any real effect in making programs 
conform to national goals. Where this result is due to 
deep differences in priorities and political views- as 
in the case of CET A, for example- then no real resolu
tion is possible that doesn't either abandon federal 
goals or generate local hostility. But when regulations 
are inept, vague, or written without federa l officials 
listening to state and local positions, resolutions are 
possible. 

How did the beast get into this shape: The morass 
of federal regulations emerged, like unplanned urban 
sprawl, as part of the proliferation of federal programs, 
but in many cases regulations were written particularly 
stringently in anticipation of state and local resistance. 
For instance, it was decided that ESAA grantees should 
be monitored by the Office of Civil Rights so that it 
would have the power to circumvent Alabama Gov
ernor George Wallace.s" Furthermore, as actual resis
tance developed in the fi eld, more regulations were 
piled onto some programs to try to prevent it. The 
first year of Tit le I, for example, was marked by 
egregious examples of misappropriations of funds; 
hence, the requirement that federal funds "supplement, 
not supplant" local funds and comparability require
ments developed, along with reporting requirements. 
Thus, the regulations that engender complaints about 
inflexibility and burdensome ;.1mounts of paperwork 
were devised, in many cases, according to regional 
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characceristics that existed o r were presumed to exist 
almost two decades ago. This situation suggests the 
first of ou r recommendations, as a way of reducing 
inflexibility: 

Rec:omml.'nclc1tion /. Rl.'clesi,\!,ll re,\!,ri/111 iom in \'il.'w of 
the increased compete nee of state a ncl locc1 I a,\!,e nc.:y 
staff and the increase cl acceptance of federal ,\!,oals. 
The underlying assumption of some programs seems 
to be that state and local administrators need to be 
convinced against their will to serve cliems. This 
assumption continues to be accurate in some places. 
but it is irksomely inaccurate in others. particularly 
in those programs which have been in operation a 
Ion,\!, time and which have developed well-organized 
con st i we ncie s. 

In addition to archaic assumptions about the states, 
the problem of inflexibility also results from a desire 
on the part of the federal government to control state 
and local implementation of social programs. The 
problem is that the federal government should be 
attempting to manage state and local implementation. 
Management and control are not synonymous; control 
is appropriate only where "there exists both well
defined object iv.es and a technology capable of achiev
ing them."60 The desire for control where it cannot be 
achieved then tends to generate disagreement about 
how best to achieve program objectives. That such 
disagreement exists is not surprising because, "from 
hea lth, through education and welfare, to inflation 
and unemployment, 'no one knows which techniques 
or approaches are successful and which are not,' says 
one respected Brookings group. 'Our problem is igno
rance, critical shortage of knowledge, and it cannoc by 
solved without a program of systematic experimenta
tion.' "61 

The problem of inflexibility indicates a neglect of 
experimentation in intergovernmental relations. Ex
perimentation requires the exercise of discretion on 
the part of program adm inistrators, which presents a 
problem for public agencies. "Public organizations are 
mandaced; they operate under legal constraint, their 
behavior is rule-governed, and they are accountable 
for their actions."62 Particularly because of historical 
conflicts like those encountered in school desegrega
tion, federal regulations have tried to protect against 
"the errant, the knave, and the fool."6J In intergovern
mental relations, the safeguard against the errant, the 
fool, and the knave applies to all state and local 
agencies as well as individual s. The same response 
that was conjured up to control Miss issippi's recalci
trance in school desegregation is applied to Massa
chuseccs in mental health programs. The regulatory 
process has proceeded with the idea of covering the 
case of the least common denominator. Thus, discre
t ion is stifled in all situations, even where discretion , 
may be needed. 
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The alternative is to make the federal government's 
means of managing its programs more rationally related 
to the ends to be achieved. While it may be appropriate 
to maintain fiscal acountability by tight regulation, 
exercising such extensive control by requiring com
munity mental health centers to provide a stipulated 
number of services in catchment areas of stipu lated 
populations may not be appropriate. Similarly, the 
type of management exercised by federal agencies 
should be related to the attitudes and capabilities of 
state and local governments. Massachusetts should 
not be penalized in a mental health program for Mis
sissippi's recalcitrance in a school desegregation pro
gram.Punishment - in this case, a lack of discretion
should fit the crime. 

The solution to the problem of inflexibility involves 
achieving a balance between control and complete 
discretion. One way to achieve balance is to recognize 
variation among states and local governments in their 
competence, in their willingness to fulfill the intent 
of federal legislation, and in local conditions. This in 
turn suggests our second recommendation: 

Recommendation 2. Abandon the emphasis on for
mulatinr, a uniform set of regulations. Instead. negotiate 
contracts with state ar,encies to allow for regional 
variation. These contracts would differ from existing 
state plans in that. rather than being plans for adhering 
to federal procedures. they would instead be fifty 
different ay,reements between state and federal gov
ernments on a mixture of procedural and programmatic 
r,oals. 

To some extent, adjusting regulations to present 
conditions and abandoning uniform regulations in 
favor of negotiated contracts would alleviate the bur
dens of paperwork as well as inflexibility. Another 
modest b4t potentially useful way to minimize exces
sive paperwork would be: 

Recommendation 3. Encoura,\!,e the use of computers 
to handle paperwork requirements. 

Can we redesign the beast? The three recommenda
tions proposed thus far have responded fairly specific
ally to the complaints arising from the historical 
agglomeration of regulations. Reducing state and local 
dissatisfaction, however, is only one goal that can be 
used to redirect federal regulatory policies. A second 
goal is to improve service delivery. 

Several approaches have been suggested to reach 
this goal. At least one has been tried with mixed 
success. When P.L. 93-380, the forerunner of the Edu
cation for All Handicapped Americans Act (P.L. 94-
142), was passed in 197 4, the Office of Special Education 
and Rehabilitation Services was assigned the task of 
writing the regulations. Sensitive to the varying needs 
of the act 's constituents, the person in charge, Tom 
Irwin, organized the Guidelines/ Regulations Input 

Team {GRIT), which was composed of handicapped 
persons who made suggestions for regulations. Satisfied 
that this technique was valid both because of the 
technical expertise of the team members and because 
of their personal commitment, Mr. Irwin expanded it 
the next year when P.L. 94-142 was passed. He then 
formed the Regulations Input Team {RIT) of 170 
members who held 22 meetings nationwide for 2,200 
representatives of the handicapped, their parents, and 
state and local agency administrators. 

Unfortunately, despite the careful organization of 
RIT, the regulations of P.L. 94-142, like the proverbial 
committee-designed camel, are among those which 
have been ridiculed and assailed the most. At a meeting 
on policy implementation, one lawyer, a past president 
of the National School Boards Association, and the 
Director of the Arkansas State Department of Educa
tion urged reform of P.L. 94-142 because the multiple 
regulations impede implementation.M Ironically, the 
lawyer suggested that this problem could be alleviated 
if the sentiments of clients were considered by the 
regulation writers. The complicated technicalities of 
P.L. 94-142 seem to be due not to Mr. Irwin's procedure 
but to the original law, much of which was incorpor
ated whole into the regulations. This particular prob
lem can be resolved only by changing the way Congress 
writes laws; otherwise, the procedures exemplified by 
GRIT and RIT are valid. Thus an obvious recommen
dation follows: 

Recommendation 4. Consult with the client group 
and agency udministrators for regulatory suggestions. 

Theorists of implementation offer other useful sug
gestions. Rather than assuming the easy but mislead
ing solution of eradicating federal controls- by block 
grant or general revenue sharing-these theorists 
have investigated the intergovernmental structure as 
it is and have made recommendations accordingly. 
The ultimate goal is the improvement of services. 

Among the redirections suggested by Eugene Bardach 
in The Implementation Game and by Jeffrey Pressman 
and Aaron Wildavsky in Implementation is that federal 
agencies shift their strategies for dealing with poten
tial resistance from deterrence to incentive. With 
deterrence, "punishment is less certain, due to high 
surveillance and detection costs to the controller, and 
in that the pun ishment is disproportionately severe 
relative to the offensiveness of the undesired conduct."6; 

The inconsistency with which many programs are 
monitored and the unlikelihood that the threat of 
fund withdrawal will actually be carried out illustrate 
Bardach's recognition that regulations motivated by 
punishment and retribution are unlikely to be effective. 

Since sanctions appear to be only partially effective 
in preventing noncompliance and ensuring decent 
services, incentives may work better than deterrence. 
The key to an appropriate incentive strategy is to tie 



the reward not to the process but to the desired 
outcome. In applying an incentive approach to CETA, 
for example, the federal government would reimburse 
the local prime sponsor not for training a formerly 
unskilled worker-a process measure-but for his or 
her employment, an outcome measure. 

While an incentive approach is feasible for CET A, 
what objectives would be appropriate to JJDPA-a 
reduction in the number of s tatus offenders, and 
therefore a lower crime rate? For CMHC- indicators 
of improved mental health? For ESAA-an increasingly 
integrated society? Establishing agreed-upon objec
tives is only one problem with the incentive system; 
another is the question of how federal regulations 
encourage a state or local agency which disputes the 
necessity for the programs, as in bilingual education 
or WIC. Finally, assessing the outcomes is itself a 
difficult task, and the consequences - the incentives 
offered for good performance- must be specified. Will 
achievement by Title I students on an objective test, 
for example, increase the salaries of school teachers? 
How does a WIC official prove not just delivery of 
food (milk, juice, etc.) but the intended outcome of 
infant health? 

Clearly, rewriting regulations to replace deterrence 
with positive incentives cannot be a panacea. Never
theless, this approach has considerable merit. 

Recommendation 5. Those programs whose objectives 
and procedures are clearly defined would benefit from 
an incentive approach. 

The view that federal policy can be implemented 
more effectively when the views of the local adminis
trator are considered and regional variations tolerated 
motivates our second and fourth recommendations. 
Recently, Milbrey McLaughlin and Paul Berman have 
suggested th ree concepts that they believe would 
improve service delivery by minimizing the differences 
between federal and local positions.66 T he first is 
"mutual adaptation" of local agency staff to program 
requirements. Second, they revise the role of the 
federal government from specifying how programs 
should be run to building the capacity of state and 
local agencies to deliver services effectively and with 
uniform, national goals in mind. Third, they emphasize 
a balance between "localism"-the importance of the 
program in the field-and the interdependence among 
local, state, and federal governments. 

Some of the Berman-McLaughlin recommendations 
remain highly theoretical; the balance they suggest 
between localism and interdependence, which diverges 
from the notion that the federal government can 
mandate change and attain national uniformity of 
policy, is a goal which is both seriously challenged 
and difficult to implement. Until the Reagan Admin
tratration, federa l agencies have been notoriously 
unwilling to allow regional variations as a matter of 
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policy, despite the inconsistency with which many 
programs are funded and monitored. A more concrete 
and immediate recommendation is Bennan-McLaughlin's 
proposal fo r capaci ty building, which would require 
the federal government to provide technical assistance 
to state and loc<tl agencies trying to conduct fede ral 
programs, to foster their adminis trative and manager
ial abilities, and ult imately to s t imulate the indepen
dence of s tate and local administrators. CMHC staff 
wou ld receive professional training, or Title XX ad
ministrators would get managerial help. Questions 
immediately arise about who pays for capacity bui ld
ing and whether its acceptance wou ld be a condition 
upon which continued receipt of federal funds would 
be based. Still, the recommendation that lower level 
institutions be aided in their ability to fulfi ll federal 
regulati ons is a valid one. 

Recommendation 6. The regulatory process shou ld 
help huild professional and administrative capabilities 
in those state and local officials responsible for deliv
erin?, services. 

Closely aligned with McLaughlin's view is a recen t 
series of proposals by Richard Elmore.67 He has devised 
a "programmatic" approach whereby federal goals are 
met through various local means. Like Bardach, Elmore 
emphasizes outcomes over processes. He distinguishes 
between policies that are "primarily regulatory in 
intent" and those that "exist primarily to deliver ser
vices," and suggests that outcome-related strategies 
are more useful with service-oriented programs. Thus 
his proposals can be applied to Title I or CETA, but 
not to ESAA or Title VII, which are "regulatory" in the 
sense of redirecting local effort s toward programs that 
local officials dis like, such as integration and bilingual 
education. Unfortunately, in areas like Texas, where 
local administrators tend to resent all federal regula
tions-even those attached to programs serving the 
general social good - Elmore's explanation of the dis
tincti on becomes somewhat s li ppery. 

Nevertheless, in nonregulatory programs Elmore 
(like Berman and McLaughlin) prefers capacity build
ing to enforcing compliance. His rationale is that 

The traditional devices that legislators have relied 
upon to cont rol policy implementation-more specific 
legislation, tighter regulations and procedures, cent ral
ized authority, and closer monitoring of compliancc
prohahl y have ;in effect opposite of that intended. 
R•1ther than increasi ng control, they increase complex
ity. And as complexity increases, control itself is 
threatened.to< 

Replacing compliance with capacity building, hear
gues, would dimini sh resistance to federal guidelines. 
Assessment can then be made on the basis of "va ria
bilit y of im plementation," using variation among pro
grams and variat ion in results to judge which practices 
are effective and wh ich are ineffective. Elmore is 
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candid about potential problems, such as the possibi l
ity that rigid hierarchical control may develop at the 
state level from duplication of effort. Nonetheless, as 
an experimental strategy, the proposal to shift toward 
more outcome-oriented regulation has considerable 
merit. 

Recommendation 7. In programs where it is feasible. 
focus regulations on clear and demonstrable standards 
of performance rather than on minute and mandated 
procedures that ignore ultimate goals. 
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3. Friction: Coordination Problems in the 
Intergovernmental System 

As we have seen in earlier sections, the funding and 
regulation of socia l programs significantly influence 
whether the services can improve the well-being of 
children and youth. The coordination of those same 
services has an equally s ignificant effect on this goal. 
When those who are responsible for planning and 
administering programs cannot act in ways that com
plement the efforts of others in the service system, 
fewer services will reach children and we will ha ve 
done less than possible to nurture children. Converse
ly, effective coordination may wring more from what 
is now a poorl y funded and regulated enterprise. 

Coordination is a fuzzy and overworked term. It has 
defied efforts to define it, even though coordination 
issues have become common in critiques of social 
programs. Every examination of services for specific 
groups-the young, the old, the handicapped, the 
poor, the uneducated-produces complaints of the 
variety of exist ing programs and the lack of connec· 
tions among them. Complaints about "gaps" and "over
laps," and about children "falling between the cracks" 
of existing programs, have generated a new set of 
conventional wisdoms and a new (often vague) vocab
ulary because coordination problems are rarely made 
specific and almost never explained in terms of their 
origins. Evidently, the lack of coordination is univer
sally perceived and deplored, and a variety of reformers 
feel that coordinating existing programs can improve 
service considerably; but few have been specific about 
what coordination is. 1 

Despite its slipperiness, we have not abandoned the 
term, primarily because complaints about coordina· 
tion are so frequent and because coordination has 
become a central concern of the social se rvice litera
ture. Instead of repeating familiar pieties, we give the 
term meaning by showing how coordi nation problems 
(often caused by funding and regulatory failures ) can 
st ifle well-intentioned efforts to help child ren. We do 
this in three ways. First, using examples taken from 
various programs for children and youth, we show 
how the failure to coordinate can keep eligible clients 
from getting a particular service. In particular, con
flicting funding or regulatory provisions of similar 
programs keep those who offer services from helping 
eligible clients when they need it. As a second task, 
we describe administ rative mechanisms which have 
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been used, in Texas and elsewhere, with varying de
grees of success to coordinate existing programs. 
Finally, based on our analysis of specifi c coordination 
problems and of the failures of coordi nation mecha
ni sms, we describe the political, administrative, and 
financ ial conditions necessary to coordinate the social 
service system more effectively. At the same time, we 
offer specific recommendations to relieve some of the 
pressures caused by existing conflicts among different 
levels of government. 

A central theme throughout this report has been 
that intergovernmental conflicts cannot be avoided 
in a system that includes a federal government with 
ten regional offices and innumerable legislative and 
executive agencies, SO states, and over 3,000 counties. 
Each unit of government has a s lightly different view 
of itself and of others within the system. When we 
also consider the variety of federal programs adminis
tered through the multiplicity of fede ral departments 
and offices, the service programs wholly funded by 
state and local governments, as well as the charitable 
sector, it shou ld not be surprising that the system is 
broad in scope and administratively complex and 
cumbersome. 

T exas, with 14 million citizens, 254 counties, 1,066 
municipalities, 1, 138 school districts, and 1,425 spe
cial districts, mirrors the problems of the national 
system. Its goals for social services often differ from 
those of bot h the federal government and some of its 
own substate ju risdictions. Differences in priorities 
show up in keen competition for public funds. High· 
way and water programs compete with social services, 
services to the elderly compete with programs aimed 
wholly or partly at children and youth, and programs 
for ch ildren compete among themselves for scarce 
resources. For example, education programs compete 
with health programs; prevention competes with pro· 
tective service programs; and programs for rural areas 
compete with urban programs. When we consider the 
multiplicity of governments, priorities, and programs, 
conflict seems to dominate the intergovernmenta l 
structure, rather than the complementarit y among 
programs which is the essence of coordination. 

Before we can be more precise about the nature of 
coordination, it is helpful to describe some cases 
where the lack of coordination is obvious. The causes 
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of poor coordination arc, not surprisingly, varied; but 
having isolated them, we can see why the myriad 
efforts in Texas to coordinate programs have by and 
large failed, and what would be necesary to coordinate 
programs more effectively. 

As we will see, many coordination problems have 
been generated by the sheer proliferation of federa l 
programs since the 1960s. President Reagan has prom
ised to reverse the trends of the past two decades, both 
by reducing federal funding and through the "new 
federalism," delegating more authority to states with 
block gra nts and reduced federal regulations. The 
architects of the "new federal ism" have promised that 
it will lead to more efficient and effective government 
by allowing states to fund the programs they consider 
most important, and by allowing them to adminis ter 
and coordinate programs free of federal restrictions. 
Whether these promises will be fulfilled remains to 
be seen, particularly since the current shift to block 
grants is (apart from budget reductions! relativel y 
modest and since there is no evidence that adminis
trative efficiencies are very large. However, if in the 
short run programs are administered as they have 
been in the past, then the reduction of federal funds 
will require more state and local revenues to fund and 
regulate programs which will serve fewer clients. 
Given the likelihood of this short-term outcome, 
coordination to improve effectiveness is no longer a 
luxury but a necessity. 

Coordination Problems and 
Their Ca uses 

Poor coordination can be caused by some of the 
largest and most intractable dilemmas of intergovern
mental programs: inadequate funding, especiall y a 
lack of money for planning and related administrative 
support services; political resistance by one agency or 
unit of government to being subservient to another; 
and the historical (and often mythical I basis for res ist 
ing government participation in some service areas. 
In a more practical sense, coordination problems re
veal conflicts up and down the governmental hierarchy. 
They can arise from lack of cooperation, or outright 
hostilit y, among ( I ) different federal department s or 
bureaus; (21 federal offices in Washington and federal 
regional offices; 131 different state agencies; (4 ) state 
programs and federal agencies; and (SI local programs 
and federal agencies. In addition to considering coordi
nation problems as conflicts within and among gov
ernments, the y also can be viewed as failures in three 
functional areas: failures to plan and fund programs; 
failure to manage resources (money and people); or 
failure to link services to clients. These three func 
tions parallel the primary responsibilities assumed 
respectivel y by federal , state, and local governme nts. 

so 

Inadequate Coordination Among and 
w ithin Federal Departments 

The Head Start and Title XX programs illustrate 
how children can be cut off from services when co
ordination is absent or inadequate at the federal level. 
Head Start is a federal categorical formula grant pro
gram designed to provide developmental day care for 
children three to five years old. Grants go from the 
federal government through its regional office to a 
local Head Start agency, bypassing the state. In addi
tion, provisions of the Federal Interagency Day Care 
Requirements (FIDCRI, with an emphasis on develop
mental day care, regulate local programs. Title XX, 
which also funds day care, is a block grant program 
providing federal dolla rs for states to provide a broad 
range of social services (including day care). In Texas, 
the sta te acts primarily as a fisca l and regulatory 
agent, disbursing Title XX money to pay for services 
including day care. 

The increased need for day care services have caused 
many Head Start directors to use Title XX money to 
expand their programs to serve more children. By 
financing this expansion for the same generic service 
(day care) with dollars from grant programs with sig
nificantl y different objectives, Head Start agencies 
find themselves saddled with problems. They are 
confronted with different eligibility criteria, reporting 
periods, and bookkeeping and audit requirements. 
Furthermore, Head Start is monitored through federal 
regional offices, while Title XX day care is monitored 
through the state agency responsible for Title XX 
funds (in Texas, TDHR I, which awards contracts 
through its own regional offices. (If a day care director 
were to seek additional revenues, say from United 
Way, yet another layer of regulations would be added.) 
Thus, the failure at the federal level to integrate the 
regulations of one program with those of another in 
the same program area can resu lt in troubles and 
tensions for a Head Start director- or may discourage 
directors from expanding to meet the needs of eligible 
children.2 

Still another example with day care reflects poor 
coordination within the Title XX program. Title XX 
training regulations severely limit using Title XX 
money to train personnel to work in the day care field. 
Title XX prohibits basic competency training and the 
training of adminis trative staff, social service workers, 
and cooks. On the other hand, FIDCR emphasize 
training and in fact require that day care personnel 
receive the precise training that Title XX regulations 
prohibit. Thus both Head Start programs and Title XX 
day care programs-which had to adhere to the FIDCR 
before I 979-could not use federal training funds to 
meet their training requirements. The lack of coordi
nation within day care has occurred despite the fact 
that both Head Start and Title XX are administered by 



the U.S. Department of Health and Human Services
though by separate bureaus within that department. 
Because program planners in different bureaus writing 
legislation and regulations did not research similar 
programs and talk with each other, there is little 
similarity in the eligibility requirements of the two 
programs. Had there been more effective coordination 
when Title XX was being developed, directors of Head 
Start and Title XX day care programs might now be 
facing fewer funding and regulatory conflicts in 
administering their programs. 

If conflict rather than coordination can occur within 
a single agency, it can be amplified between two 
separate federal agencies. An example is a muddle 
caused by poor communication between the Depart· 
ment of Labor (DOL), specifically in WIN (Work In· 
centive Program) and CET A programs, and HHS, again 
involving day care. T he WIN program is directed at 
adults of AFDC, while the day care provisions of the 
Title XX program are directed toward children. Strin· 
gent WIN regulations designed to achieve employment 
objectives for adults can make it more difficult to get 
services to the children of those adults. The CET A 
program currently operates twelve separate Equal 
Employment Opportunity programs throughout the 
country (of which one is in Texas), and the WIN 
programs are part of them. However, of the 11 million 
dollars appropriated for the programs, no money was 
budgeted for day care, although day care is considered 
a necessary service. Thus WIN clients have been 
forced to seek day care from Title XX programs, which 
often have no vacancies and no special priorities for 
WIN recipients; WIN clients may find themselves 
with employment services but no day care. The lack 
of coordination between WIN and Title XX therefore 
disregards the needs of the family unit as a whole, and 
the result is a fragmented rather than integrated sys
tem of dealing with the problems of dependent families. 

Inadequate Coordination between Federal 
Washington Offic.es and Regional Offices 

In many programs federal regional offices (ROs) 
assist local agencies in interpreting and complying 
with the technical provisions of federal laws and 
regulations. They also represent the interests of local 
programs at the national level. The Head Start pro
grams that we reviewed generally reported that the 
regional office to which they were responsible provided 
invaluable assistance and acted ably as an ombuds
man for local programs.3 Less positively, a regional 
office can confuse a situation even more for a local 
program when that office provides advice or assistance 
contrary to that coming from Washington. The CET A 
program provides an example. Some local prime spon
sors reported that disagreements between the national 
office and the regional CET A office often delayed 
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approvals for them to receive money or begin new 
programs. In fact, technical assistance coming from 
the regional office has been so inconsistent in quality 
and accuracy that prime sponsors generally avoid the 
regional office and go directly to the Washington 
office for assistance in interpreting regulat ions.J One 
officer in the CETA program even suggested that it is 
not uncommon for the DOL national office, at the 
request of a prime sponsor, to overrule its own regional 
office.s This practice sends clear s ignals to local agen
cies that they can bypass regional offices and can 
selectively pit them against national offices. 

The ESAA desegration program provides another 
example of poor coordination between federal regional 
offices and the Washington office. The Harlandale 
!Texas) School District was placed on a legal hold
i.e., it could not receive money designated for it-due 
in part to a conflict between regional and national 
offices. According to Superintendent Charles Boggess, 
"The district cannot understand why one office (re
gional ) had processed our application considering the 
same criteria and awarded perfect and almost perfect 
quality scores for three consecutive years and then, 
all of a sudden, two of our applications are reviewed 
by the Washington office and were found to be ex
tremely poor quality. The irony is that the offices 
were using the same criteria."6 A similar example of a 
Washington office overruling a regional office came 
in Head Start. A local Head Start director was instructed 
by a regional HHS office to find a suitable space for a 
migrant Head Start program; but beyond completing 
the assignment to find space, the director was in
formed that he should not expect to establish any 
connection between the two programs. When the 
local director consulted the national office about the 
assignment and the dim prospect of working with the 
new program, he was told not to "get involved" and not 
to listen to the regional office.7 The lack of coordina
tion among the various federal agencies therefore 
resu lts in conflicting instructions being given to ad
ministrators at lower levels of government, causing 
confusion, delay, and inefficiency. 

Inadequate Coordination Among and 
within State Agencies 

Just as different federal offices often fail to coordi 
nate their efforts, different state agencies may not 
develop consistent administrative and regulatory 
procedures, thereby causing confusion and inefficiency 
for local programs. Just as is true for the federal 
government, the administrative s tructure of stat e 
government can impede coordination. Medicaid is 
administered by TDHR and is difficult to coordinate 
with the other health programs run by the Texas 
Department of Health !including the screening pro
gram for young children, EPSDT, which is funded 
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under Medicaid l. Although the basic income support 
programs-AFDC, food stamps, and Medicaid- are 
administered by different offices within TDHR, they 
have integrated intake into one process. Programs for 
handicapped children are run by TDHR, TOH, the 
Texas Rehabilitation Commission, TDMHMR, the 
schools for the blind and deaf, and by local school 
districts, making coordination almost impossible. 

A lack of coordination at the state level multiplies 
problems for local programs and children in need of 
services. For example, a program can face insurmount· 
able problems in seeing that their buildings meet 
safety standards because of disagreements among state 
agencies over inspection standards. In one case, TDHR 
informed the director of a Head Start program that his 
recently renovated facility would have to pass ins pee· 
tion by the gas company in order for the center to 

remain open. The gas company inspected and certified 
that the fac ility was safe. Then the State Fire Marshal's 
Office inspected the building for fire safety and in· 
formed the director that the gas lines had to be in· 
spected by a master plumber. He was given a time 
limit within which to comply, or the center would be 
closed. At this point TDHR informed the director 
that they would concur if the fire marshal ordered 
that the building be closed, even though the depart· 
ment had previously approved the center to be licensed 
based on the gas company inspection.8 

The Education for All Handicapped Americans Act 
requires that one state agency monitor local school 
districts and allied agencies which provide education 
for the handicapped. However, state government in 
Texas is highly decentralized, and its executive agen· 
cies are governed by autonomous state boards and 
commissioners. As a result, the State Board of Educa
tion has no power over the Texas Department of 
Mental Health and Mental Retardation, the Texas 
Youth Council, or the Texas Department of Carree· 
tions, each of which offers education for the handi · 
capped youth who come into contact with programs 
of the State Board of Education. In this example, the 
failure to coordinate the variety of programs for the 
handicapped is due not to interagency disagreemen ts, 
but simply to a lack of any legal authority to coordi
nate and any state administrator (e.g., the governor) 
with the ability to force different agencies to coordi
nate their effort. 

The examples we have so far examined invo lve 
fa ilure to coordinate at one level of government
either the federal or the state leve l. In turn, inconsis· 
tent regulations and information create problems at 
lower levels of government, as state agencies and 
local programs find themselves wasting time and 
money trying to reconcile conflict ing standards. 
However, coordination problems can also arise from 
conflicts among different levels of government. Some 

S2 

of these differences arise merely from thoughtlessness 
and a lack of communication, but others reflect more 
deeply rooted and irreconcilable differences. 

Inadequate Coordination between State 
Agencies and Federal Agencies 

Some cases of intergovernmental conflict can reflect 
strong differences of opinion about how to solve a 
problem, which may not be reconciled by better co· 
ordination. This is illustrated by the Texas position 
on bilingual education. Texas's philosophy is that bi· 
lingual education, adopted in 1973, should be "transi· 
tional": non-English-speaking children should fully 
participate in a regular school program (conducted in 
English) as soon as practicable. In following this phi· 
losophy, Texas requires native language instruction 
for grades one through three only. The U.S. Depart· 
ment of Education (DOE) requires bilingual education, 
and it defines it s requirement as a mandate for school 
districts to offer "maintenance" programs which pro· 
vide native language instruction in all elementary 
and secondary grades and subjects. Because bilingual 
education is often involved in court-ordered discrim· 
ination and desegregation cases, the federal govern· 
ment sticks to its interpretation of bilingual education 
and thereby forces a confrontration with states like 
Texas, which are equally adamant about holding to 

their own philosophy. Better coordination in this 
instance would mean that Texas, the Department of 
Education, and occasionally the U.S. Office of Civil 
Rights of the Justice Department would reconcile 
their differences rather than resorting to stressful and 
time-consuming litigation. 

Similar though less visible cases where the federal 
government and Texas have assumed uncompromis· 
ing positions can be found in child welfare services, 
specificall y that portion of T itle IV-8 of the Social 
Security Act which covers preventive and protective 
services. Texas has maintained that foster care is a 
preventive (rather than protective) service, and that it 
can use IV·B money to pay for foster care, while 
federal officials maintain that foster care is protective 
rather than preventive. Another challenge has come 
in juvenile justice, where Texas (like many states) has 
not fully implemented the deinstitut ionalization re· 
quirements of the Juvenile Justice and Delinquency 
Prevention Act, arguing that they impose unreason· 
able expenses on the s tate. In both cases, the conflicts 
involve fundamental differences in opinion on how 
programs ought to be run, and no simple coordination 
mechanism can resolve these differences. However, 
the continuing batt les work to the detriment of chil 
dren and youth, since the preve ntive approaches which 
the federal government has tried to expand have 
never been thoroughl y tried in Texas. 



Inadequate Coordination between Local 
Programs and Federal Agencies 

Poor communication between a Washi ngton-based 
federal agency and a local agency can hinder the local 
agency from complying with federal regulations. By 
failing to coordinate the formu lation and timely di s· 
tribution of regulations, federa l agencies often delay 
local agencies in providing services to their clients. 
For example, the Aust in Independent School District 
IAISD} is currently receiving ESAA funds. At one 
point the program development director, Lee Laws, 
was expecting a visit by an OCR representative. T he 
director had very carefully prepared for the visit and 
was dumbfounded when she knew absolutely nothing 
about the first question the OCR representative asked. 
The question pertained to a new regu lation which 
had been imposed only a week earlier, bu t abou t 
which the Washington office had not informed her. 
She was expected to learn of the change in regulation 
through the Federal Register, but that issue of the 
Register had yet not reached her. Those familiar with 
the Federal Register can understand why the OCR 
representative's assumption that the director should 
have been aware of the regulation is unreasonable . 
The Federal Register is an inefficient operations man
ual even for federal offices; its contents are often 
incomprehensible to those outside of federa l govern
ment. Moreover, subscribing to the Federal Register is 
too expensive for many small school districts to afford. 
Thus communication is poor, partly because Congress 
did n~t provide enough money to DOE and the Office 
of Civil Rights to allow them to get information to 
local agencies in a timely fashion.9 

T he pattern of federal programs during the 1970s 
has been an accordion-like tradition of intervention 
and retreat, of regulations promulgated and modified, 
of changing emphases because of changing adminis· 
trations, the advent of. new programs, and the forma· 
tion of new advocacy groups. Each time the federal 
government changes its policies, state and local gov· 
ernments must change their programs to accommodate 
federal restlessness; new conflicts develop, and time 
and energy are spent in intergovernmental accommo
dations rather than in delivering services. Greater 
stability in federal policy could reduce this problem; 
in the absence of stability, better communication and 
coordination among the different levels of govern · 
ment could temper the conflicts and smooth the 
process of accommodation to change. 

Inadequate Coordination between the 
State and Local Programs 

Local jurisdictions, like federal and state govern
ments, prefer that their own priorit ies prevail. In 
some se rvice areas, such as juveni le justice or parks 
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and recreation, cities and counties have a long. and 
unbroken tradition of planning, funding, and deliver
ing services, and they a re reluctant to change ~~eir 
usual method of operation in these areas. The trad mon 
makes it understandab le why intergovernmental con · 
fli cts in these areas can be extensive and bitter. 

An exa mple is the continuing controversy between 
Texas and man y of its counties about how best to 
operate the juvenile justice system. Currentl~ coun
ties have great discretion in four areas: services to 
children in need of supervision !CHINS}; services to 
delinquents not committed to state institutions; ~he 
setting of minimum standards for juvenile probation 
personnel, facilities, and services; and the use of sup· 
plementary county funding. Activiti~s in these ar~as 
are critical to an integrated and uniform statewide 
juvenile justice system. Yet the weakness of the state's 
role has left counties free to develop juvenile systems 
on their own, generating wide differences around the 
s tate in facilities, services, and the treatment of status 
offenders. Resolving the conflicts would require coun
ty judges, officers of the court, .officials. at. the Te~as 
Youth Council ITYC}, and those m the Cnmmal Just1c~ 
Division of the Governor's Office to realign responsi 
bi lit ies fo r various components of the system. For 
example, the Senate Special Committee on the Delivery 
of Human Services in Texas recommended that the 
state assume more control of the juvenile justice 
system, to integrate s tate and county juvenHe justice 
systems, to assure that counties comply with state 
laws covering juvenile probation, and to enforce fed
eral standards of deinstitutionalization.'0 However, 
the long tradition of local control has made this 
proposal controversial in many counties. . 

Another conflict between the state and counttes 
involves the WIC program of nutritional supplement s 
to mothers and infants. The WIC program is admin is· 
tered by the State Hea lth Department, but eligibility 
s tandards differ from county to county according to a 
county's "needy" health care s tandards that exis ted 
prior to the WIC program. The variation among coun· 
tics in eligibility has caused loud public criticism of 
WIC. In one case a Victoria county judge received 
numerous complaints that the nonpoor were partici
pati ng in the Victoria WIC program, b~cause the 
Victoria City-County Health Department did not have 
income requi rements for its needy hea lth care pro
gram prior to the t ime the WIC progr:'.m was imple
men ted in the county. The State Department of Health, 
in an attempt to reduce intercounty variation, has 
empaneled an ad hoc coordinating committee to pro
vide a communications network and to develop a 
uniform standard of referral for health and socia l 
service agencies. 

In the programs we have described, coordination 
problems arise in two generic wa ys. Inconsistency 
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within one level of government-generally within 
the federal government or the state government
causes difficulties for lower-level governments. We 
can label this a problem of "horizontal coordination ." 
In other areas, different levels of government fail to 
agree or to coordinate their policies, leading to federal
state, federal -local, or state-local conflicts-cases of 
problems with "vertical coordination." Some of the 
inconsistencies leading to coordination problems 
seem to arise from the sheer complexity of govern
ment, where the proliferation of programs has made it 
difficult to coordinate the legislation and regulation 
of every program, and simple oversight or thought
lessness seems responsible. However, more deeply 
rooted problems are often responsible for inconsis
tency, including scarce resources, conflicting values 
and priorities, and the intractabi lity of social prob
lems, which may lead to bitter disagreement about 
their resolution. As we consider ways of improving 
poor coordination, we must remember that an aware
ness of coordinating problems is not always a sufficienc 
solution because some of the causes involve the most 
deeply felt principles, which are not likely to be given 
up. 

Mechanisms to Improve 
Coordination 

Because the problem of poor coordination has been 
so persistent, a variety of mechanisms to improve 
coordination have been tried at every level of govern
ment. Some mechanisms function best at the state or 
federal level, to prevent "horizontal" coordination 
problems that affect local programs; other mechanisms 
work best at the local level to resolve problems of 
missing services, duplicate services, client referrals, 
poor information, and service facilities. Although the 
same coordination mechanism!! are found at more 
than one level of government, we caution that prob· 
!ems are different at each level of government, and 
therefore coordination mechanisms produce different 
outcomes at different levels. We begin by discussing 
the most widely used mechanism-interagency agree
ments-and then move to mechanisms which originate 
at the federal, state, or local level. 

Interagency Agreements 

Interagency agreements (IAAsl commmit two or 
more agencies to administer a program jointly. Agree
ments are more likely and practical if agencies have 
the same type of responsibility or share the same 
clients, such as the Public Health Service, the Social 
Security Administration, and the U.S. Office of Child 
and Family Services. Such agreements encourage co
ordination in three ways: in policy development, by 
planning and developing complementary funding and 

regulatory objectives; in implementation, by connec
ting established programs which deal with a common 
problem or target group; and in administrative opera
tions, by establishing complementary procedures 
which foster cooperative relationships. 

As we have seen, recipients of federal grants are 
often frustrated by the conflicts among federal agen
cies over functionally related programs. The purpose 
of IAAs at the federal level is to "encourage federal 
interagency coordination of planning and manage
ment activities and to assist those at state and local 
levels to adopt compatible management policies and 
procedures." For the most part, these agreements have 
emerged to resolve problems arising from differing 
interpretations of program guidel ines. They act to 
remove obstacles and encourage cooperation at the 
state and local levels. They may require the federal 
agencies involved to "review and certify program sub
mission s."1 1 

Interagency agreements often encourage experi
mentation- for example, by inducing grant recipients 
to develop demonstration projects which combine 
two or more federal programs to serve clients, and by 
developing common data bases, analytical techniques, 
or evaluation criteria. One example is the U.S. Health 
Care Finance Agency, which created an IAA with the 
Public Health Service, the Social Security Adminis
tration, the U.S. Department of Education, and other 
selected programs from HHS. (These agreements in
cluded two demonstration projects.I In addition, the 
Office of Juvenile Justice and Delinquency Prevention 
(OJJDPI has recently introduced "Planning and Coor
dination Grants to Develop and Support Model Com
prehensive Programs for High-Risk Youth." The 
agreement is to pool resources to build comprehensive 
programs, to reduce red tape, and to avoid duplication 
of services.1! Unfortunately, federal interagency agree
ments tend to be little more than "pa per coordination" 
because of the autonomy of federal agencies. A regional 
official in Dallas remarked that IAAs served a publici
ty purpose for Cabinet officials, who rarely think 
beyond their own agencies. They have responsibilities 
through legislation and regulations that do not include 
coordination but require most of their attention.13 

There are few incentives for autonomous federal 
agencic~ to combine programs because of the real 
possibility that such arrangements can reduce their 
budget!> and po"·cr; the on l,· source of power that 
could force coordination I!> the President, who is 
likely to be preoccupied with other issues. 

There arc few legal obligations for interagcncy 
agreem e nt~ at the federal level. Sometimes legislation 
inc ludes mandates for coordination, but if the man
date i~ ~imply one sentence written into the legisla
tion for "window dressing'' it will have no effect 
withou t chc money, authority, and interest co imple
ment th1.· rL·4u1rement. For example. the Bureau of 



Vocational Rehabilitation had financial backing for 
coordination efforts, which worked effctively only 
when there was sustained interest from upper-level 
managers. With a change in administration and a 
decrease in interest, this effort became ineffective . 1 ~ 
The only hope for the effective use of interagenc y 
agreements depends on a significant commitment on 
the part of administrators. 

State-level interagency agreements may be a require
ment for funding, as is the case with the Education for 
All Handicapped Americans Act. Stated education 
departments must develop these agreements with 
local health, mental health, and soc ial service svs
tems. Especially in a state like Texas, where agencies 
are directed by powerful boards, agency autonomy 
works against developing substantive agreements. In 
addition, IAAs often fail because of the heavy work
load of agency administrators; adding a responsibility 
to coordinate with other agencies requires effort, time, 
people, and money which administrators do not have 
or cannot get. This is illustrated by the attempt of the 
Texas Department of Human Resources and the Texas 
Education Agency to coordinate the EPSDT program. 
The two agencies enjoy a good working relationship, a 
mutual goal, and overlapping clientele; yet nearly 
four years passed from the planning stage to imple
mentation of an interagency agreement, mainly due 
to the complexities within each agency and demands 
on their time and resources. 15 

Interagency agreements often perform better if 
money is involved because money leaves an audit 
"trail," which can be monitored by the agencies in
volved to ensure that all concerned are m;1king a 
concerted effort.16 In addition, independent funding 
specifically for coordination is necessary for success
ful coordination. Otherwise, the need to deliver ser
vices usually takes precedence over the need to coor
dinate programs, and administrators have little choice 
wh en money to coordinate must come from service 
programs: they forego coordination.11 Often, cutbacks 
in funding end coordination efforts; for example, this 
happened to the contract between TOMHMR and the 
Texas Rehabilitation Commission. The venture fo
cused on Title XX clients and was designed to reduce 
inefficiency and overlapping services. With funds 
cut, the agencies had to cover the cost of the coordi
nation project with their own funds- <1lready obligated 
to deliver services-or revert to sepa rate service de 
livery. They chose separate delivery.18 

Often IAAs are informa l agreements among agency 
heads or program directors developed ove r coffee or 
lunch. These arrangements tend to form stronger 
bonds and accomplish more than formal agreements, 
which tend to "bureaucratize" themselves and result 
in increased paperwork. An example of this informal 
type of relationship existed among the commissioners 
of TDHR, TDMHMR, and TYC, who met month ly to 
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di scuss areas of mutual concern; their respective staffs 
met with them quarterh· to expand ideas. They devel
oped wa ys to cooperate which were beneficial to each 
agency and bencfici.11 to clients. jOne outcome, for 
exam pk, was that the Waco State Home was changed 
into <l treatment centcr.119 

Other gains in human services from informal work 
ing tics came during the 1979 lcgis lative session. The 
commissioners approached the legislature as a unified 
group, knowing each ocher's needs and goals, and 
prepared with plans to reinforce the appropriations 
requests of each agency. Still another advantage to 
informal arrangements was the ability of a commis
sioner of one agency to explain the perspective of 
another agency to his staff.20 

At the local level, interagency agreements are most 
effect ive in coordinating the delivery of services to 
clients. One opt ion is the combinat ion of de livery 
systems: se rvice deliverers talk with each other to 
identify clients who are eligible for their respective 
se rvices. !These are often termed "joint-service agree
ments.") Another !AA at this level is policy oriented, 
as illustrated by the joint policy statement for the 
City of Austin, Travis Coun ty, the Austin Indepen
dent School District IAISD), and the Capital Area 
United Way. This social policy outlines funding re
spons ibilities for each entity, as we ll as the service 
goa ls and shared purposes and programs areas. The 
Social Policy Advisory Committee (SPAC), created in 
1977 through an HEW grant, was the mechanism for 
implementing these interagency agreements.21 Per
haps one reason for SPAC's potential to aid coordina
tion at the local level is the participation by elected 
officials. Unlike administrators, local politicians rep
rese nt a broad constituency and are accountable di
rectly to the taxpayers. Although they lack statutory 
authority, the elected officials lend some weight to 
the commiw.:e's purpose. Another factor contributing 
to SPAC's success is the presence of a funding source, 
in the HEW grant, for coordination efforts. 

lntcragency committees or councils ofte n oversee 
IAAs. These groups rarely meet, largely because of 
"rurfism." For instance, the Texas lnteragency Council, 
composed of the heads of ten major agencies, resolves 
very few questions at formal meetings; rather, what is 
accomplished depends on informal relationships be
tween mcmbers.22 This is mos t apt to occur when the 
counci l lacks any m<rndatc to cooperate or the gover
nor foils to lead because of 1.ick of power or commit
ment. However, given the proper administrative sup
port, such a committee cm work. For example, through 
its Commonwe;1lth Child Development Committee, 
the Srnte of J>cnnsy I vania formed an Interagcncy Task 
Force on Early Health Screening. It focused on techni 
ca l assistance .md training, while examining ways to 
serve more clients through the EPSDT program. After 
ncgoci;1tions, the state regulations covering the fund-
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ing and program operation schedules for Head Start, 
day care, and EPSDT were changed. Consequently, the 
number of eligible children actuall y served more than 
doubled among the programs. The Task Force also 
developed cooperative agreements to reach the older 
eligible population.2.1 

Thus interagency agreements can work to improve 
policies and procedures as well as service delivery, 
but the barriers have been formidable. The major 
problems with this mechanism of coordination arc 
the lack of incentives for autonomous agencies to 
coordinate, the lack of mechanisms, the lack of funds, 
and especially the lack of interest by both politicians 
and administrators. Commitment may be the key 
factor; according to one regional official, "Any bureau· 
crat worth his sa lt will make government work even 
when regulations and guidelines arc ineffective."2·• 

Federal Regional Offices 

The increase in the number of federal programs 
since the 1960s has caused Regional Offices (ROsl to 
consolidate to administer the expanding range of 
programs more effec tively. In addition, Federal Re· 
gional Councils [FR Cs) were created to coordinate the 
regional directors of the major federal grant-in-aid 
agencies in each of the ten federa l administrative 
regions. 

Regional offices vary among regions and among 
agencies. Ideally, an RO should work with the states, 
helping develop and implement intergovernmenta l 
programs, serving both the national interests and the 
needs of state residents. Thus, a distinction between 
"regionalism" (which considers the region first , mak
ing regional rather than local policy and priorities the 
final arbiter! and "sectionalism" (which serves locali · 
ties first and the region second) is important.25 With 
the possibility of confl icting priorities, the RO must 
be able to interpret guidelines and mediate between 
federal and state governments. 

As it is, ROs often Jack clear guidance. As one 
student of government organization has written, 'There 
was no organization in Washington capable of giving 
clea r, sustained, and consistent administrative in · 
st ructions. This pu t a considerable burden of decision 
on the ten Regional Units . . . . "u, A massive reorgani · 
za tion of fedcrnl agencies, especiall y those delivering 
soci;tl services, occu rred in thc late 1960s and early 
1970s. The result was a lack of adminic;trati ve coher· 
ence at the apex, and the effects were felt by ROs. 
They might solicit guidance, yet on ly get ad /we: 
replies. Jn such a si tuati on, the ROs could pursue 
their independence: "The lack of a policy-making 
capacity and systematic procedures . . . also meant 
that the Headquarters was open to manipulation by 
the Regional Officials who could seek advice they 
wanted to hear."21 
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In social se rvices, some ROs [such as Region IV in 
Atlanta) encourage states to act; others are passive. 
Offices vary in their working relationships with state 
and local jurisdictions. Some do not have a good 
reputation for cooperation and assistance and are 
avoided by agencies within the region. Others enjoy 
posit ive relationships, giving agencies information, 
interpreting regulations, and providing technical as· 
sistance and help in coordination. Fortunately for 
Texas, the RO for Region VI [with headquarters in 
Dallas) is an effective unit, according to administra· 
tive officers in Texas. The relationship between TDHR 
and the Dallas RO has been posi tive, with weekly 
contact between personnel from each office concern· 
ing policy interpretation, technical assistance, fi scal 
matters, program changes, or the availability of addi· 
tional funds. Communication is open, and mutual 
trust and appreciat ion exist.28 However, because ROs 
vary so grea tl y, they fail to fulfill one of the origi nal 
reasons for their development- coordination of fed· 
era! and state programs. 

Coordination of specific services for Region VI is 
located in various divisions of the RO, such as the 
Children's Bureau. Overall coordination between state 
and loca l governments occurs within the Intergovern· 
mental and Legis lative Affairs Bureau. However, there 
is little formal interaction between these two bureaus 
of the RO. Unsuccessful attempts have been made 
(through the Allied Services Act and IAAs) to create a 
formal institution of coordination which would en
courage state and local governments to consolidate 
planning and implementation of social service pro· 
grams. Informal coordination and cooperation exists 
within the RO, depending on the personnel, and is 
more successful in achieving concrete results. 

ROs which are not mere outposts retain fairly broad 
discretionary powers beyond those set in law. These 
ROs attempt to garner as much discretionary funding 
as possible from agency Secretaries to benefit their 
regions. The availabi lity of discretionary money and 
power is more political than administrative. It changes 
with changes in elected officials and the political 
party in power. Within this political realm lies the 
opportunity for regional innovat ion, although with a 
change in administ ration, work and development of a 
regional priority can be lost.29 

In addition, the Regional Administrator [RA), a 
political appointee, can make or break an RO.JO With 
more professional and less political leadership, an RO 
can serve effectively; according to one official , the 
onl y way to be effective is to want to serve clients. 
The RA's attitude sets the tone for the RO. Most 
often, the RA is more political than professional, 
wh ich may afford the opportunity for discretionary 
funds in the short run, while sacrificing commitment 
to coordination efforts in the long term. 

Although changing political goals may change re-



gional goals, an RO can still serve a region well by 
attempting to match programs and funds for optimal 
effect, particularly if the relationships from past coor
dination efforts remain in place. Again, building close 
informal connections has long-term benefits, provided 
that the political arena does not cause massive turn
over in personnel. Because high turnover is often the 
case, however, formal agreements are advantageous. 

State Plans as Mechanisms for 
Coordination 

Many federal programs require a state plan as one of 
the requirements for funding. For example, state plans 
are required for Title XX, for programs under the 
Juvenile Justice and Delinquency Prevention Act, for 
WIC, and for CET A prime sponsors through its Man
power Services Council. In different programs, state 
plans force the states to articulate their goals and 
objectives, often require public participation in the 
formulation of state policy, provide a basis for evaluat· 
ing state and local programs, try to assure that a 
state's policy meets federal goals and serves the most 
pressing needs of citizens within the state, and en
courage long-run planning. The state plan can also be 
a vehicle for coordinating programs (both federal and 
state). Indeed, the need for a comprehensive state plan 
to reconcile the various policies and programs that 
different federal requirements impose on states has 
been well documented.31 

However, the barriers to using state plans for coor
dination are formidable . State plans are often fictions, 
particularly where federal mandates and state priori· 
ties conflict (as in the deinstitutionalization required 
under the JJDPA). In other cases, state plans may be 
merely shopping lists of possible or desirable projects. 
Comprehensive state plans covering several federal 
programs are difficult because the lack of "horizontal 
coordination" at the federal level means that federal 
requirements vary greatly. 

Few federal regulations specifically require that 
services provided through a particular program be 
incorporated in comprehensive state policy on social 
services. One program that does is Title XX, which 
requires a Comprehensive Annual Services Program 
Plan (CASPP) developed with public participation. 
The Title XX experience illustrates difficulties in 
state plans. It is often hard to generate public partici
pation and to decipher public opinion about the par
ticipation agreement. Usually, planning has been done 
by the most organized and articulate segments of the 
public, paticularly government agencies and socia l 
service providers. Title XX legislation implicitly as
sumes service distribution will be affected by encour
aging public input, but it does not require a specific 
type of public participation. In addition, an elaborate 
procedure can discourage rather than encourage citi· 
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zens to participate in developing the plan. Given the 
different budget cycles, an annual plan is less effective 
than multi-year plans would be. 

The Texas Department of Human Resources is 
currently trying to coordinate the development of the 
Title XX CASP with state plans from other agencies in 
order to present a comprehensive state plan for all 
services for children and families. In addition to pro· 
moting this idea within Texas, TDHR is representi ng 
Texas as an "observer" state in an HHS-sponsored 
State Plan Consolidation Study, which involves ten 
other states.J2 These activities are clearly steps toward 
developing comprehensive state plans to coordinate 
different programs. 

Nevertheless, the obstacles arc still formidable. A 
study sponsored by the Council of State Governments 
illustrates how difficult it may be to achieve coordi
nation. The study outlined an idealized state planning 
process, including goal definition, problem analysis, 
policy development, and resource allocation . Unfor
tunately, some state planners overextended them
selves. They participated in preparing documents, 
drafting legislat ive proposals, and collecting and in
terpreting citizen comments, as well as actually coor
dinating services. With these other responsibilities, a 
planner ma y delegate coordination to a position of 
minor importance.JJ 
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An example of the low priority of coordination 
can be found in the Divi sion of Planning Coordination 
in Texas, created within the Governor's Office during 
the 1960s. Its principal focus was policy development 
for the governor, and its primary objective was writing 
legislation. Policy was coordinated at the program 
level by a committee or mandated interagency councils, 
not by state planners themselves. Governor Clements 
has made this division a part of his budget office, and 
budget planning rather than coordination receives 
most of the attention. Interagency planning coordi
nation is not an emphasis of the Clements adminis
tration, even though the administration emphasizes 
good management techniques and reduction of state 
programs and personnel. 

Although there are currentl y many obstacles to the 
effective use of state plans as mechanisms for coordi
nation in T exas, this may not be true in the future lfor 
Texas or other states ). The Texas executive structure, 
with a weak governor and autonomous state agencies, 
creates special coordination problems, since the gov
ernor lacks the power to force state agencies into 
accommodation. The absence of serious interest in 
coordination from the state's past governors- and 
Governor Clements-prese nts another obstacle. Still, 
there is considerable potential for the governor to 
coordinate federal and state programs, particularly 
through OMB Circular A-95, and through the state 
Intergovernmenta l Cooperation Act. 
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OMB Circular A-95- The Governor and 
Coordination 

The Intergovernmental Cooperation Act of 1968 
required the Office of Management and Budget (OMBI 
to develop a mechanism for coordination of govern
ment activities.34 Several OMB circulars address this, 
with Circular A-95 providing the opportunity for gov
ernors and other officials to review applications for 
federal grants. Part three of the ci rcular calls for a 
state-level review of any agency's s tate plan, allowing 
the governor to comment on the compatibi lity of the 
particular grant application with the state plan. In 
addition, the A-95 process establ ishes state and re
gional clearinghouses, through which state and local 
governments have the opportunity to review the rela
tionship between federal programs and state or local 
plans and programs. 

The A-95 process cannot itself ensure coordination; 
it merely defines the possible role of elected officials 
in federal grants. If the governor is to exploit the A-95 
process full y, he or she must first be interested in 
doing so, and then establish the techniques to coordi
nate the development of policies, plans, programs, 
and projects. In addition, the link between the clearing
houses and the chief executive must be quite close for 
the review process to work effectively. 

There are several problems with A-95 and its use
fulness as a mechanism for coordination. The first 
problem is that no specific federal money supports 
clearinghouses. States have had to bear the entire 
administrative costs of such operations. As a result, 
clearinghouses are often so understaffed that they 
become mere rubber stamps for state agencies. Second, 
program directors can circumvent the governor's re
view by preparing a letter stating that the governor 
has reviewed and accepted the functional plan as 
consistent with other state plans, when in fact the 
governor has not reviewed the plan. Third, federal 
agencies have not adequately informed states as to 
whether federal plans are consistent with state, area, 
and local plans:1.'• 

In Texas, the governor has other statutory power to 
"sponsor" coordinated efforts through his or her desig
nation as the Chief State Planner (Vernon's Annotated 
Civil Statutes, 4413 [32b]}. He or she could require a 
coordinated effort ;1mong state agencies in planning 
and developing st<1te policies. Such a mandate could 
be achieved th rough the exis ting lnteragency Coordi
nating Council, which answers to the governor. A 
mandate from a governor would give the requis ite 
authority and incentive necessary for successful efforts. 
However, in the past, governors of Texas ha vc shown 
little interest in this role, with the result that oppor
tunities to coordinate are once again bypassed . 

Councils of Governments (COGs) 

Councils of Governments are set up under Circular 
A-95 as regional clearinghouses, with review func
tions similar to statewide clearinghouses. The major 
tool of COGs is the Project Notification and Review 
System jPNRSI, which requires a substate regional 
review of federally supported social service programs 
to ensure that they are consistent with federal objec
tives. The PNRS can help local and regional jurisdic
tions to plan and coordinate their services. Also, it 
encourages the coordination of area-wide planning 
with regi onal and state comprehensive planning in 
two ways: by requiring federal agencies to use sub
state district organizations (almost always A-95 COGsl 
to carry out planning, and by requiring a memorandum 
of agreement when an organization being funded for 
area-wide functional planning is being overcome by 
the use of A-95 .36 

COGs often suffer from a lack of funding. In Texas, 
one COG alleviated the lack of federal funds for A-95 
by using a HUD (Department of Housing and Urban 
Development ) grant to expand its PNRS. More and 
more state and area -wide clearinghouses are obtaining 
HUD grants to support them; however, these funds 
are decreasing. Along with inadequate funding, Gov
ernor Clements' desire to deemphasize COGs in Texas 
has resulted in their lack of authority. Like the rest of 
the A-95 process, then, COGs are potential mecha
nisms for coordination, but disinterest and sti ngy 
funding limit their potential. 

State Offices for Children 

Presently, thirty-one states have a high -level office, 
council, or commission designed specifically to ad
dress needs of children. Most of these are children's 
offices, usually located in the governor's office, though 
some are in state social agencies or the legis lature. 
These offices are usually sma ll, with minima l staff 
and resources. Those in Massachusetts and New York 
are the largest. The eleven states with office budgets 
over SI 00,000 per year emphasize legislation to coor
dinate the planning and implementation of se rvices 
to childrenY Those hou sed within the governor's 
office may be polit ically vulnerable, like the Massa
chusetts Office fo r Children . 

The Mas:;achusetts office, established in 1972, cre
ated more than fo rty "Help for Child ren" offices. These 
offices helped local public officials to develop infor
mation and referral, follow-up, and advocacy programs 
for children. The local councils dealt with individual 
children who were not receiving services or lacked 
the proper information about services. Difficult cases 
were sent to a regional unit; there, an interngency 
team would review the ca!>e and assign a specific 



agency to it. The case would then be brought to the 
attention of the state commissioner if unresolved. 
"Help for Children" focused attention to the individual 
case, documenting patterns of needs and collecting 
concrete data. Approximately 95 percent of the cases 
were resolved locally.38 The advocacy function, whi le 
successful in "troubleshooting," is an ineffective way 
for a bureau to function when it is concerned with the 
overall needs of children from birth to age eighteen. 
Instead of advocacy being one function of the Massa
chusetts Office for Children, it became the sole func
tion for two reasons. First, the bureau was forced to 
compete with other agencies serving children before 
it could consult with them about planning comple
mentary services; and second, the bureau lacked sup
port of any organization or authority to coordinate 
the agencies whose territories extended into the area 
of the centra l bureau.39 

The New York State Council on Children and Fami
lies has emphasized two groups of children fo r whom 
coordination is especially important- hard-to-place 
foster children and out-of-state placements. The coun
cil researched and published a "children's budget," 
defining expenditures by function, agency, and source. 
This kind of financial statement may be used to 
identify gaps in services due to funding inadequacies, 
encourage better use of funds by interagency planning, 
and illustrate the emphasis of public policy via spend
ing patterns.40 

Both New York and Massachusetts focus on identi
fying service gaps and seeing that chi ldren receive 
services to which they are entitled. The fact that 
offices for children in the two states are so different 
illustrates the range of possibilities in solving the 
coordination problem. In Massachusetts, advocacy 
begins at the loca l level, but has recourse to higher 
authority. Whereas Massachusetts is deri ving data 
from individual cases, New York infers individua l 
problems from information on budgeting. The neces
sity of a complete data base for referral and advocacy 
and of attention to individual cases is evident. It is too 
early to assess the effectivenss of these different 
methods of coordination; a combination may prove 
preferable. 

One-Stop Eligibility Determin ation 
Cente rs 

Eligibil ity for some programs, suc h as AFDC, auto
matically entitles recipients to other programs (fo r 
example, food stamps and Medicaid). However, be
cause of a lack of coordinat ion among services or an 
absence of an information and referral system, eligible 
clients often remain unaware of other programs and 
do not receive all the services needed. Part of this 
problem may be the lack of dedication to the client 
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or-as is the case in Texas-a legislative decision to 
keep welfare-related expenditures low. However, as
suming that a social services provider wants to help 
the client, the system is often so complex and ineffi
cient that it becomes impossible for the provider to 
know all the services available. Different eligibility 
criteria and intake procedures complicate the system, 
for administrators and clients alike. The One-Stop 
Eligibility Determination Center can eliminate some 
of these problems and can increase the clients' chances 
of receivi ng services. Related programs would be lo
cated in a common place, making it easier for clients 
as well as administrators to contact the proper agency. 
The One-Stop Eligibility Determination Center is in 
place in Wisconsin, and evidently is working well. 
Together with a simplified application form and a 
computerized system of coordination, "one-stops" are 
successfull y providing service deli very more econom
ically and efficiently:11 

Mechanisms for Coordination in Texas 

Severa l techniques already discussed have been 
used in Texas as coordina t ing devices. Interagency 
agreements, state offices, councils, and committees 
have all existed at one time or another. Despite these 
efforts, the Special Committee on the Delivery of 
Human Services in Texas found that effect ive coordi
nation does not exis t . In fact, in many instances the 
simplest information and the most rudimentary com
munication among programs are lacking.42 One prob
lem lies with the limited powers of the governor 
relative to the aut0nomous boards and commissions 
that govern most agenc ies. Another problem lies with 
the absence of legis lative mandates for interagency 
cooperation, and the repeated failure to agree upon 
amendments to an outdated state constitution. A 
third problem stems from a lack of authority within 
agencies because of the Texas framework of boards 
and commissions. 

A few coordinating bodies related to programs for 
children and youth do exist. The largest program for 
children and youth is elementary and secondary edu
cation, and the Austin Independent School District 
provides a good example of coordination efforts. The 
Austin Independent School District is respons ible for 
the coordination of all federal funds coming into the 
school dist rict. The AISD Office of Progra m Develop
ment se rves as a clea ringhouse for all proposals from 
the district and initiates proposa ls of its own. In 
addition, it is responsible for coordinating the imple
mentation of programs which receive funding, as well 
as evaluating and monitoring them. Sti ll, problems 
have arisen in coordinating various categorical grants 
in the district. Not all programs can be offered on all 
school campuses, so this resu lt s in scheduling and 
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transportation problems for schools. For instance, 
with the advent of court-ordered busing, several hun
dred eligible children no longer attend Title I schools. 

Since several federal agencies fund various pro
grams, AISD works with the Texas Education Agency 
(TEA), with the Dallas Regional Office of the Depart
ment of Education, and directl y with Washington. 
The Office of Program Development also has a unique 
relationship with the City of Aus tin, T ravi s County, 
and the Capital Area United W ay through the Social 
Policy Advisory Committee mentioned earlier. Jn 
addition, this office is a regular source of information 
about educat ion in general, AISD in particular, enti
tlement programs, and community services through 
publications sent home with school children. The 
office serves as a coordinating mechanism among the 
school district, students, and the federal government 
through biannual workshops for parents of Title I 
Migrant children. The office expanded its Parent Ad
visory Council by offering a state-wide Parent Coor
dination Council workshop (funded by Titles I and 
XII). The philosophy of the offi ce is to invo lve parent s 
in the planning, implementation, and evaluation stages 
of program de ve l opment.~·' 

Other vehicles for coordination in Texas have been 
created by legis lative or executive mandates. One 
example is the Texas Department of Community 
Affairs (TOCA), created by the legislature in 197 1 to 
provide financial and technical resources to local 
governments. Its goal is to devel op and strengthen the 
capacities of local governments, elected officials, and 
community organizations to solve community prob
lems and effectively use s tate and federal resources. 
The agency also assists the governor and legislature 
in coordinating federal and state programs that affect 
local jurisdictions.~4 A 1971 mandate of the governor 
established the Office of Earl y Childhood Develop
ment (OECDl within TOCA to work with other agen
cies in developing a comprehensive s tate plan for 
early childhood developme nt. At its inception, OECD 
se rved as a research branch of the Governor's Office 
concerned with children. It was responsible for gath
ering and analyzing data and keeping the governor, 
legislature, and other interested groups informed 
about the status of chi ldren and children's programs 
in Texas. OECD was a liai son between the state 
government and community programs for childre n 
and a mechanism fo r coordinating different state 
programs. OECD, as well as TOCA, relied upon sup
port from the governor. Howeve r, that su pport has 
diminished, particularl y under Governor Clements. 
The information systems, demonstration projects, 
forums, and other attempts to coordinate information 
flow that this division carried on in the mid-l 970s 
have suffered as a result, and so the major coordina
tion effort fo r child ren and youth in Texas is largel y 
ineffecti ve.H 
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Other coordinating mechanisms include Com mu- · 
nity Acti on Agencies (CAAs), which were created by 
the Econ omic Opportunity Act of 1964 to serve as 
central adminis trat ion points for many social service 
programs. Each agency is h eaded by an executive 
director responsible for coordinating its programs, 
which m ight include Head Start, public health ser
vices, CET A, family planning, and others. These agen
cies, representing the poor people they serve, often 
become politica l entities; CAAs can be the liaisons 
between poor people and the government, and be
tween the state and local governments. Oft en CAAs 
are not as effective in their coordinating rol e as they 
could be because elected officials tend to protect their 
interests and fear the public power of the CAAs. More 
often, they become effective organizers for the poor in 
communit y development, public relations, and ser
vice delivery. Other than political animosity at the 
local leve l, their major weakness has been inadequate 
funding. This will continue to be a problem, with 
future fundi ng cuts and the conversion of fund ing fo r 
CAAs into block grants for dispersion by state gov
ernments. 

In the specific area of services to children and 
youth, the Texas Commission on Services to Children 
and Youth was formed as a resu lt of the Wh ite House 
Conferences on Children (in 1970) and Youth jin 
19711. Governor Preston Smith supported the com
mission to promote the goals of these conferences. 
The duties of the commission included "assis ting in 
the coordination of the administrative responsibili
ties and services of state agencies and programs as 
they relate to the well-being of children and youth."~6 

The legis lation creating the commission compelled 
all state agencies, officers, and employees to cooperate 
with the commission. Originally the commission was 
composed of agency heads and lay persons who were 
directly involved in delivering services and was a 
successfull y working and active organization with 
members sharing common goa ls. However, such a 
commission can not function effectively without the 
active support of the governor, who appoints the 
commissioners and must approve their work. That 
support h as waned in recent years, and the commis
sion is n ow inactive. 

Often coordination mechanisms can create a coop
erative envi ronment for successful and sus tained 
efforts to improve the service system. A complete, 
uniform information and referral system is one such 
aid. For example, Wisconsin has a management infor
mation unit (MIU ) in the state Bureau of Planning and 
Budget whi ch maintains a comprehensive data system 
for s tat e planning, manage ment, and budgeting.~' In 
contrast, Texas has no centrali zed information system 
or method of compiling the vast amounts of informa
tion generated by individual programs. Even within 
individual agencies, few steps have been taken to 



coordinate existing information. For example, TDHR's 
SA VERR system is used as a means of identifying 
AFDC clients and avoiding fraud and abuse of Texas' 
welfare system. However, SA VERR is used exclusively 
for AFDC, and for other programs TDHR has separate 
information systems which do not interact with one 
another. Thus, neither caseworkers, planners, nor 
administrators have easy access to information about 
a variety of programs. One step toward coordinating 
available data would be the Services Information 
Management System (SIMS) recommended by the 
Special Committee on the Delivery of Human Services 
in Texas.4s This system is still at an experimental 
stage, however, and its potential for providing infor
mation about programs to both policymakers and 
clients has yet to be realized. 

Other mechanisms for coordination in Texas have 
been proposed, testifying to the continuous concern 
that fragmented administration and a lack of com
munication has diluted the effectiveness of public 
funds. The major recommendation of the Special Com
mittee on the Delivery of Human Services in Texas 
was the creation of a Legislative Coordinating Council 
to "oversee human service coordination and policy 
planning,"49 together with an Interagency Committee 
on Human Services composed of agency commissioners 
and directors and replacing the Coordinating Com
mittee for State Health and Welfare Services and the 
Texas Commission on Services to Children and Youth. 
This recommendation, if enacted, would construct 
bodies with the potential to improve coordination. 
Whether they could in fact overcome the deficiencies 
of the executive structure in Texas, the lack of interest 
by governors and high-level administrators, the "turf
ism" which always hampers cooperation among agen
cies, and the lack of funding which has continually 
plagued coordination efforts in Texas remains to be 
seen.so 

Conclusions and 
Recommendation s 

From the anecdotal information on coordination 
problems and the list of past efforts to coordinate 
programs, we can outline the conditions neces·sary for 
a well-coordinated system of social programs. Of course, 
because different levels of government in the inter
governmental system have assumed primary respon
sibility for different functions, different ideal condi
tions are relevant to each level of government. At the 
federal level, funding issues are particularly important 
because of the massive federal role in financing. Con
sistent regulations across programs are also crucial at 
the federal level, since a lack of horizontal coordina
tion among federal programs and agencies causes 
almost insuperable problems for state and local gov
ernments. Matters of policy conflicts which cut across 
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levels of government are important to states because 
they are in the middle, at least administratively, in 
policy planning, program implementation, and ser
vice delivery. Finally, at the local level, where services 
are delivered, information, accountability, and eligi
bility issues are critically important. Grand policies 
and <tdministrative structure pale in importance when 
a pregnant teenager, a diabetic child, or a destitute 
family is standing in an office rightfully expecting 
help. But unless appropriate policies and coordinated 
administration have already been put in effect, no 
amount of energy or commitment to clients will help. 

Six basic conditions are essential to an effective 
coordinated system of social programs: 11 l the power 
of authority; (2) adequate financial support; (3) effec
tive and complementary regulations; (41 open com
munication; (SJ cooperation; and (6) common goals. 

The first condition-the power of authority
recognizes the need to delegate, through formal legis
lative or executive action, the responsibility and the 
authority to coordinate. In practice, this means that 
some administrators must have the ability to force 
compromises and painful decisions on government 
agencies and programs which cannot or will not coor
dinate their efforts voluntarily. As we have seen, the 
structure of executive authority in Texas- with a 
relatively weak governor and no other executive who 
can dictate policy to the relatively autonomous state 
agencies - has meant that there is no authority to 
overcome the turfism, the conflicting priorities, and 
the sheer inattention which normally keeps s tate 
agencies from cooperating. At the federal level, a 
similar lack of authority often occurs, especially when 
the President is unwilling to resolve conflicts among 
federal agencies or to require cooperation. 

The necessity for adequate funding of coordination 
mechanisms should be obvious from the litany of 
failures in Texas. Coordination has often been pro
moted as a virtually costless way to improve the 
effectiveness of public money. However, coordinat ion 
activities take the time of government personnel 
away from other activities; if such activities are not 
explicitly budgeted and are instead squeezed in among 
other obligations, they tend not to be done at all. 
Coordination efforts also require information , and 
the computer-based in forma ti on systems which have 
become part of government administration are rela
tively expensive. To underestimate the costs of coor
dination proves to bc false cconomy, s ince it guarantees 
that no coordination takes phlcc. 

Effective and complementary regulations are neces
sary to promote the "horizontal coordination" which 
proves to be so critical at both the federal and state 
levels. Otherwise, local programs find themselves 
with inconsistent requirements, eligibility standards, 
and reporting methods that make coordination im
possible except at great cost. 
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The fourth requirement-open communication
is critical to complementary regulations. Often, in
consistent regulations-for example, the variety of 
regulations in day care programs-seem to be the 
result of poor communication among the different 
agencies who write regul ations. In addition, effective 
communication among different levels of government 
can prevent the fri ction, the lack of understanding, 
and the annoying su rprise which so often plagues 
intergovernmental relations. 

The fi fth requirement - cooperation among gov
ernment agencies, both "horizontally" !within one 
level of government ) and "vertically" !between differ
ent levels of government)-is an equally obvious but 
often missing requirement for coordination. Some
times arising from turfism, sometimes from lazi ness 
or inattention, and sometimes from the sheer volume 
of work in government agencies, the lack of coopera
tion can be resolved through informal and voluntary 
ways or through the exercise of authority. 

The final requirement for effective coordination is 
the most intractable. Conflicting priorities among 
programs and among levels of government can some
times be resolved through discussion and cooperation, 
but in a large number of cases they reflect basic 
differences in such fundamental beliefs as who ought 
to receive public services, what methods of delivering 
services are appropriate, and what different levels of 
children and youth need. Particularly because most 
intergovernmental programs fund services which 
would not otherwise be provided by state and local 
governments, the possibilities for conflict are sub
stantial, and the conflicts are sometimes unresolvable. 
Therefore coordination problems are not merel y mat
ters of administrative failures, and cannot always be 
cured by administrative solutions. In an intergovern
mental system where priorities and values can differ 
markedly, we must be prepared to accept some coor
dination problems as inevitable. 

Obviously, then, im provements in coordination 
should emphasize those elements necessary to coor
dination which are the simplest to change, rather 
than concentrating on irresolvahlc conflicts. In addi
tion, ou r recommendations consider the differences 
among the federal, state, and local governments which 
make up the intergovernmental system, and are aimed 
at accomplishing different things at different levels of 
government . Some proposals would compensate for 
coordin ation fai lures elsewhere in the <;ystem. Where 
coordinat ion fai ls at the federal or state level, those at 
the loca l level who actua ll y provide services to chi l
dren and youth must be even more dedicated and 
responsive to coordination efforts. 

Rec:omme ndation l. Enc:c111 ra~e srarut ory i nte ra,l!,e nc:y 
o~reemencs. inc:luclin,1!, c:oordinat in.I!. committees with 
authority to ar/Jit rate ancl resolve intera,l!,enc:~· conflict.~. 
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Interagency agreements and their coordinating 
committees can resolve conflicts which arise among 
func tionall y related but administratively autonomous 
agencies. Such agreements are vital at the federal and 
state level, especially when policies are being devel 
oped and before regulations governing programs are 
distributed to grant recipients. Such agreements should 
have either requirements or incen tives for agencies to 
use a common data base 1e.g., budget estimates, client 
characteristics, and reporting periods) and analytic 
techniques (e.g., use of a poverty index!. 

Although formal interagency agreements, as seen 
in the examples given earli er, are rarely more than 
"paper" agreements, the reasoning behind them re
mains valid. In this case the agreements have a statu
tory base; they clearly delegate authority to a coordi 
nating committee to arbitrat e and decide issues. More
over, they cou ld provide financial incentives to coor
dinate, possibly by all owing a set-aside fund to finance 
cooperative efforts. Formal agreements have the added 
adva ntage of bringing staff together and increasing 
the likelihood that informal relationships-often the 
most productive form of coordination-will develop. 
Finall y, interagency agreements can steel agencies 
against sudden and disruptive changes in its top ad
ministrators by stabilizing second-line staff relation
ships among agencies. 

Recommendation 2. Federal Re,l!,ional Offices shou ld 
be given more authority tO disburse money in their 
region and to negotiat e solutions to regulatory prob
lems. 

Regional Offices are in tended to be intermediaries 
between federal and state governments. They should 
be given more authority and discretion to resolve 
conflicts within predetermined limits which sustain 
national policy. The change would allow regional 
staff to become a more acti ve element in the int er
governmental network. It wou ld also provide the 
flexibility needed to negotiate good-fait h compromises 
between federal and state policy. 

nec:ommendat ion 3. One-Stop Elibilit y Centers should 
be established at local levels. 

Such centers can simplify and develop consistent 
intake procedures. They increase the chances that 
more services will reach eligible clients. Operating 
such centers requires reliable and comprehens ive 
information, ;ind so funds should be provided to de
vt:lop computerized eligibility checklists and client 
information files. The Wisconsin case outlined earlier 
illustrates that one-stop centers are economical and 
efficient mechanisms to coordinate the services reach
ing eligible client s. 

necommenclc1t ion 4. The Texas State Le~islature should 
approve c:reatill,'.!. a Cocmlinatill,1!. Council. similar to 



(though not identical with) that proposed by the Spe
cial Committee on the Delivery of Human Services in 
Texas. 

The Coordinating Council would be a standing 
council with the participation of both legislative 
representatives and executive administrators. It would 
oversee human services coordination and policy plan
ning in Texas. The council would be supported by a 
professional staff and charged with creating a con
tinuous, systematic policy-planning process; develop
ing a comprehensive human services plan which de
fines the goals and responsibilities of government 
agencies; and indentifying issues of coordination 
among human service agencies. The strength of this 
council would lie in its statutory mandate and active 
involvement of legislative and executive leaders. It 
would help remedy the Jack of power which often 
forces coordinating bodies to rely on good will to 
carry out their recommendations. 

An Interagency Committee on Human Services 
composed of commissioners or directors of human 
service agencies would advise the counci l. This com
mittee would assist the council in planning policy 
and coordinating services. Stability and continuity of 
goals would be insured because directors of state 
agencies would be required by law to participate 
actively in the Committee. With authority to establish 
local interagency committees to promote local coor-
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The problem of poor coordination in human ser
vices has suffered a strange past. All participants have 
been quick to identify the lack of coordination as 
responsible for waste, ineffectiveness, and the inequity 
of services not reaching those who need them. How
ever, efforts to overcome this problem have foundered 
because of inadequate funding, a reluctance to limit 
the autonomy of existing agencies, and simple indif
ference. As the dismal history of Texas efforts indicates, 
improvements in coordination will take place only 
with a firmer commitment by politicians, administra
tors, and cit izens. 
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4. Conclusions: Nurturing Federalism in 
Support of Children and Youth 

The special genius of federalism, and of the inter
governmental grants which have become the fo unda
tion of federalism, is its ability to combine local 
control and federal funding, local preferences and 
national goals, and decentralization of services with 
some centralized functions. At its best, federalism is a 
partnership among different governments, one in 
which cooperation dominates the conflicts which 
may emerge. Although some observers have stressed 
cooperation as the most distinctive attribute of fed
eralism, 1 we have chosen to highlight the conflict 
endemic to intergovernmental relations partly be
cause we have stressed the problems within programs 
for children and youth. From this vantage, the ques
tion becomes what changes can be made in intergov
ernmental grants and their administration in order to 
fulfill the special genius of federalism. We can address 
this question by raising three other questions about 
the intergovernmental system. 

First, under what conditions are intergovernmental 
grants appropriate, and when should they be aban
doned in favor of other funding mechanisms? At the 
moment, the historical tide has turned against cate
gorical grants with stringent federal regulations con
straining the states and local governments. The impe
tus to convert categorical grants into block grants, to 
reduce federal regulations, and to supplant intergov
ernmental grants with other funding mechanisms 
especially tax subsidies to individuals- are all part of 
this tide. The effort to reduce federal funding is 
another way of weakening the intergovernmental 
system by allowing federal grants to dwindle. Taken 
to its extreme, the attack on federal grants could 
destroy the special genius of the intergovernmental 
system by weakening national goals, elimina ting fed
eral initiatives, and eliminating federal revenue
which the his tory of federa l grants indicates is m uch 
needed by the states. Even in a period when the 
political shift is moving against federal grants, there 
remain at least fou r conditions under which intergov
ernmental grants are necesary: 

First, when the federal government imposes require
ments upon states-often requirements which em
body national goals- then the federal government 
should bear the costs !or at least a substantial fraction I. 
Examples include funds for school desegregation, bi-
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lingual education, and deinstitutionalization in the 
juvenile justice system. If sufficient federal funds are 
not provided, then continuous conflict over the im
plementation of federal requirements is the rule, and 
little progress can be expected in reaching national 
goals. 

Second, when an innovative experimental program 
is developed and needs testing, federa l funds are ap
propriate for its implementation. State governments 
can and do fund innovative programs; but since such 
programs are risky and since their benefits- for ex
ample, information about which programs actually 
work-flow to all governments, states are unlikely to 
provide adequate funding for such innovations. In 
some cases, federal funds can be considered seed 
money, with the states continuing to fund programs, 
as in juvenile delinquency grants; in other cases 
such as funding for community mental health centers
it becomes clear that the s tates are uninterested in 
programs or are wedded to competing approaches (e.g., 
institutional care) for providing services. Whatever 
the eventual outcome, innovation and experimenta
tion remains a legitimate federal activity which can 
benefit all states. 

Third, redistributive programs and programs for 
special populations are persistently underfunded by 
the s tates and have therefore become federal respon
sibilities. Reducing federal funds for redistribution 
and special populations wi ll therefore mean reducing 
support for poor children and children with special 
needs, like handicapped children. To be sure, there 
are alternative mechanisms for supporting these 
groups. A system of grants directly from the federal 
government to individuals- as is the case in the 
Social Security system, for example-is the obvious 
alternative to intergovernmental grants. This pro
posal has surfaced periodically in proposals for nega
tive income taxes, though these proposals have a lways 
been politically unsuccessfu l. For the moment, then, 
redistributive programs remain tied to categorical 
grants and the intergovernmental system, since this 
mechanism combines local administration with the 
national goal of reducing poverty. 

Finally, improvements in state and local governance 
have often been facilitated by federal grants. Examples 
include federa l funding to promote coordination, grants 
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for training and technical assistance, and special fund
ing for computerized administration systems. Since 
the push for such improvements must usually come 
from outside the government in question, the federal 
government can play this role effectively. Particularly 
at a time when states bear an increasing proportion of 
responsibility for administering programs for children 
and youth, the necessity of strengthening state gov
ernments is increasingly important. 

These and other requirements for federal fund pro
grams will not disappear, and we can be relatively 
sure that the pendulum will at some point swing back 
in favor of greater federal funding and more stringent 
fede ral regulations. Given the continuing power of 
the intergovernmental system and its necessary role 
in combining federal goals and state (or local) priori
ties, the second important question becomes: What 
are the ways to minimize the tensions inherent in 
fiscal federalism? We have already given a variety of 
answers to this perennial problem, especially in Chap
ter 2. Clearly defined regulations, clear l.ines of author
ity, greater flexibility in federal regulations (including 
the idea of negotiating federal -state contracts to allow 
state (and local) governments, better training for those 
responsible for administering federal programs, and 
in some cases a shift from minute procedural require
ments to performance standards are all possible fed
eral initiatives which would reduce the conflicts and 
inefficiencies of the current intergovernmental sys
tem. On the part of the states, greater attention to the 
generic goals of all governmental programs-efficiency, 
effectiveness, and eq uity-would eliminate the need 
for federal intervention and thus possibilities for con
flicts. On both federal and state levels, the attitudes of 
administrators shape the depth of conflict. The prob
lems of "turf," the claims of professional autonomy in 
conflict with bureaucratic control, and the excessive 
emphasis on procedure rather than goals will always 
remain problems, but they can be minimized if the 
incentives for cooperation-both personal and insti· 
tutional-are made as powerful as possible. 

Some federal -state conflicts cannot be eliminated. 
Cases where the federal government requires other 
governments to do its bidding without providing ade
quate funding will always generate resentment from 
some states; the clearest examples we have seen in 
clude requirements covering the education of handi 
capped children, bilingual education, and some ad
ministrative cos ts for food stamps and f'th~r cliild 
nutrition programs. In other cases ideological ditkr· 
ences will cause conflicts; the hostility in Texas 
toward the food stamp program and toward bilingual 
education arc examples. In still other cases, conflict is 
even constructive: the resistance of the states some
times forces federal administrators to change in con
structive ways, as has happened in the training provi
s ions under Title XX the consistency of day care 
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regulations. Sti ll, even though we cannot or will not 
eliminate all intergovernmental conflict, its magni
tude can be substantially reduced. 

The third important question to raise in improving 
the intergovernmental system is: How can Texas 
improve the administrat ion of its intergovernmental 
programs: Clearly, Texas can now take more initiative 
in improving its capabilities, since federal controls 
over many programs have been relaxed and the states 
can make more decisions about the services they 
provide. But it is equally clear that improvement in 
the intergovernmental system must be conscious and 
purposeful rather than accidental; otherwise, efforts 
for improvement are likel y to suffer from the inatten
tion and the inadequate resources which have typified 
past efforts at coordination. In the previous chapters, 
we have made a number of specific recommendations. 
In addition, Texas could take the following general 
steps to improve its administration of the intergov
ernmental system. 

There has never been a coherent policy toward 
federal programs in Texas. A general distrust of out
side "intervention" and political disagreement with 
federal programs have been mixed with an obvious 
desire to take advantage of federal funds and to serve 
some of the purposes and needy populations supported 
by federal programs. The result has been that individ
ual agencies have been free to pursue these federal 
grants as they deem appropriate, so that some agencies 
are relatively active and others passive, without real 
planning or coordination among them. The develop
ment of a coherent policy toward intergovernmental 
grants would remedy the currently haphazard approach 
to intergovernmental programs. In particular, such a 
policy should seek to use to best advantage the funds 
available rather than letting funds go unused through 
oversight or poor planning. A coherent policy would 
also help remedy the funding problems we identified 
in Chapter 1. Within-state inequities, problems caused 
by retrospective funding, inadequate planning for 
changes in federal programs (a particularly serious 
problem with the changes initiated by President Rea
gan), lack of coordination among programs at the 
state level, and confusion about the appropriate fund
ing role the states should play in fede ral programs are 
examples of the problems which could be addressed 
through the development of a coherent state policy 
toward federal grants. Operationally, an office with 
profess ional staff would be necessary to formulate 
and oversee the various parts of such a policy, with 
the participation of both the legislative branch 1which 
must approve any general policy) and the executive 
branch (which must both plan and execute any co
herent policy).2 Such an office cou ld assume some of 
the policymaking and information functions now per
formed in different agencies, in the Governor's Office, 
and in the Texas Advisory Commission on Intergov-



ernmental Relations, and work toward making a co
herent policy out of the welter of current programs. 

Coordination of the variety of programs for children 
and youth in Texas has always been underfunded and 
relatively ignored. It is clear that the periodic calls for 
coordination will continue to mean nothing unless 
sustained political attention and funding are given to 
the coordination problem. The proposals of the Special 
Committee on the Delivery of Human Services in 
Texas for a Legislative Coordinating Council and an 
Interagency Committee on Human Services are steps 
in the right direction, but these organizations are 
similar in their structure to several efforts over the 
past fifteen years which have accomplished almost 
nothing. Also, in a state with a weak governor and 
executive agencies run by relat ively autonomous 
boards and commissions, the problems of cooperation 
among agencies are all the more difficult. Resolving 
this persistent problem will require not only the good 
will of individual agencies but also the executive 
leadership to force some accommodations and to pro
vide the funding necessary for agencies to devote 
time and attention to developing effective mechanisms 
of coordination. 

At the most general level, increasing the capacit ies 
of the executive agencies to plan, to monitor their 
programs and evaluate their effectiveness, and to 
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Concl usions 

analyze the policy alternatives available to them 
would improve governance in every way and would 
improve the ability of Texas to respond to federal 
dcmands.3 This is, of course, a long-term project which 
requires political leadership and adequate resources. 
It reflects our general argument that state government 
in Texas must become adequate to the increasing 
demands being placed on the states. 

The history of intergovernmental grants suggests 
that, if the states fail to discharge the responsibilities 
which have been increasing throughout the 1970s 
and under the Reagan Administration, another gen
eration of federal legisla tors will impose stricter regu
lations in the name of preventing fraud, waste, and 
misdirected funds. To fo restall this possibility, and to 
maintai n an intergovernmental system in wh ich the 
states have substantial power- a true partnership 
between the federal government and the states, rather 
than the present situation in which the states are 
minor partners- it will be necessary for Texas and 
the other states to meet the funding and administra
t ive responsibilities which Washington has fo r the 
moment given up. Only then will it be possible to 
fulfill the special genius of the intergovernmental 
system; only then will it be possible to implement our 
promises to children and youth. 

The Potential in the Patch work: A Future Pattern for Human 
Services in Texas (Austi n: Texas Legislatu re, November 
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by the recommendations of the Special Committee on the 
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dations in this section tend to be highly spec ific and do not 
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agencies more sophist icated. 
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Aid to Families with Dependent Children 

OFFICIAL TITLE: Social Security Act of 1935, Title IV, P.L. 74-217 

Amendments: P.L. 86-778; 89-97; 90-248; 92-603; 95-216 

Regulations: 45 CFR, Part 220 

Texas Statute: Public Welfare Act of 1941 

History and Goals of Program 

Aid to Families with Dependent Children !AFDC) provides federal matching of 
state funds for cash assistance to low-income children and to those parents whom 
the government has deemed "not expected to work." In 1962 Congress passed AFDC
UP !unemployed parent), which allowed two-parent families with an unemployed 
head to file for child assistance. In 1967, the Work Incentive Program (WIN), 
designed to force welfare mothers with in-school children to seek employment, was 
passed. Texas does not have an AFDC-UP program. 

Administ rativ e Agencies and Program Requirements 

Federal: Department of Health and Human Services; Social Security Administration 
State: Texas Department of Human Resources; Deputy Commissioner of Social 

Services; Income Assistance Services 

In order to qualify for AFDC funds, a state is required to submit a State Plan. Basic 
guidelines exist for all plans, but states have some discretion in how they meet 
federal requirements. For example, the poverty level for a family of four is set 
nationally !FY 1979 at $6,698 ), but states differ in the amount of assistance offered to 
those families. States can determine, in addition to level of AFDC payments, whether 
or not to extend the program to families with two parents; or to migrant families; to 
provide emergency assistance; and to cover unborn children. Some states allow 
payment to eighteen-to-twenty-one-year-olds if they are in school; others do not. 

Within Texas, eligibility is determined at the local level, but the program is 
administered by the state through regional offices of TDHR. Persons eligible to 
receive AFDC payments are automatically eligible for Medicaid, food stamps, and 
WIN. In addition, eligibility for family planning, child abuse protection, foster care, 
and Title XX social services is related to eligibility for AFDC. 

Funding 

Federal: FY 1979: $6,355,062,000 
State: FY 1979: $96,065,000 

Funding is available in two forms of formula grants: the federal fractional match
ing formula and the federal medical assistance percentage formula . In Texas, the 
fractional matching formula is used. In 1980-81, 53.72 percent of Texas AFDC 
payments were made by a basic federal AFDC match and fiscal relief funds. State 
funds used for the balance were general revenue funds and the Children's Assistance 
Fund. The percentage of the federal match is dependent on the state's ability to pay 
for the program. 
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Bilingual Education 

OFFICIAL TITLE: Elementary and Secondary Education Act of 1965, Title VII, 
P.L. 90-247 

Amendments: P.L. 93-380; 95-561 

Regulations: 45 CFR, Part 123 

History and Goals of Program 

The Bilingual Education Act provides money to local school districts to establish 
programs designed to meet the special educational needs of children with limited 
English-speaking ability ILESAI. The act provides assistance for (I ) establishing 
elementary and secondary programs for bilingual education, 12) establishing training 
programs to increase the number and quality of bilingual education personnel, (31 
developing and di sseminating bilingual instructional materials, 141 coordinating 
programs of bilingual education, and IS) carrying out studies and evaluations. 

Admi n ist rati ve Agencies and Program Requi rem ents 

Federal: Department of Education; Office of Bilingual Education and Minority 
Language Affairs (OBEMLAI 

State: Texas Education Agency; Deputy Commissioner for Programs and Person nel 
Development; Associate Commissioner for Educational Programs for 
Special Populations 

Programs of bilingual education are instructional ·programs designed for LESA 
students. Instruction is given in English and, to the extent necessary, in the native or 
dominant language of the student to allow the student to achieve competence in the 
Engli sh language. Such instruction may incorporate an appreciation for the cultural 
heritage of the LESA student and may be in all subjects necessary for the student to 
progress effectively through the educa tional system. Chi ldren in elementary and 
secondary schools, both public and nonprofit private, are eligible. 

A program of bilingual education may provide for the voluntary enrollment of 
st udents whose native language is English, if doing so contributes to the primary 
program objective of assisting LESA students to improve their language skills. 
However, Congress mandated that no more than 40 percent of the students in a 
program may be initially proficient in English; the program cannot, in any event, be 
designed to teach a foreign language to English-speaking child ren. 

The Bilingual Education Act requires the development of entry and exit level 
criteria for independent students. In addition, the Act strengthens the requirements 
for parental and community involvement. 

Funding 

Federal: FY 1979: $145,851,000 
State: FY 1979: $19,676,000 

ESEA, Title VII, authorizes funds forfive categories of subprograms, although Basic 
Program grants receive the majority of allocated funds. Basic Program grants are 
discretionary grants awarded on a competitive basis to LEAs who wish to apply for 
these funds (or inst itutions of higher learning applying jointly with LEAs). 

T hese funds must supplement, not supplant, local and state funds expended for 
bilingual education programs. OBEMLA stresses to local school di st ricts the impor
t ance of developing a capability to continue the bilingual education programs begun 
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with federal assistance. Most grants are awarded for one to five years. Funds are 
generated at the beginning of each quarter (forward funded), subject to the money 
available and satisfactory performance. At the end of each grant yea r, the district 
must submit an evaluation of the program that year and an application to renew the 
grant for the upcoming school year. 

OFFICIAL TITLE: Comprehensive Employment and Training Act of 1972, P.L. 93· 
203 

Amendments: 

Re~ulations: 

P.L. 95-44; 95-524 

29 CFR, Part 94 

History and Goals of Program 

CET A's main purposes are: 11 J to aid the unemployed and the hard to employ by 
increasing their employability through training, and 12) to give sta te and local 
administrators more discretion in creating policy and administering manpower 
programs. CET A consolidated many of the already existing manpower programs, 
including the Manpower Development and Training Act of 1962, the Human 
Resource Development Program of 1966, and the Public Works and Economic 
Development Act of 1965. Although CETA attempts to allow sta te and local 
administrators much discretion, the federal government does attempt to guide these 
administrators toward certain populations- youths, migrants, native Americans, 
and the "Jong-term unemployed." 

Administrative Agencies and Program Requirements 

Federal: Department of Labor; Employment and Training Administration 
State: Texas Department of Community Affairs; Manpower Services Division 
Local: Human Services Department; Manpower Programs 

The U.S. Department of Labor contracts with local prime sponsors to provide 
services. The service area of the prime sponsor must include at least I 00,000 people. 
Several political juri sdictions can form a consortium to meet population require
ments. For those local units not belonging to a consortium or without sufficient 
population to serve as independent prime sponsors, CETA allows for all such units to 
form a consort ium- the Balance of State prime sponsor- under the auspices of the 
state governor. Prime sponsors all have the same duties: creating plans for spending 
federal funds, submitting plans to interested parties for comments, and creating 
advisory counci ls. 

Funding 

Federnl: FY 1979: $288,507,000 

The federal government pays 100 percent of the program's costs. Of the money 
appropriated to the prime sponsor (or consortium), no more than JO percent can be 
used for administrative costs. CETA's funding is determined by a formula. For the 
titles requiring funding !Titles II-A, 11-B, and 11-C; Title 11-D; and Title VI), the prime 
sponsor's funding level is determined by several factors: 111 the previous year's 
funding, (2) the number of unemployed in jurisdiction in relation to other jurisdic-
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tions in the nation, (3 ) the number of adults in low-income households, (4) the 
relative number unemployed above a 4.5 percent unemployment rate, and IS) the 
relative number of persons in areas of substantial unemployment. The formulas for 
the different titles place different weights on these factors. 

Child W f!lfare Services- State Grants 

OFFICIAL TITLE: Social Security Act of 1935, Title IV-B; Child Welfare Services 

Amendments: P.L. 90-248; 92-603; 93-647; 94-273; 96-272 

History and Goals of Program 

Child Welfare Services were a part of the Social Security Act of 1935, though the 
1968 amendments gave it its present heading and increased the authorized appropri· 
ation for the program.1 Primarily aimed at children of non-AFDC parents, the 
program has the goals of extending, establishing, and strengthening services provided 
by state and local welfare programs for the development of preventive or protective 
services. These services would prevent the neglect, abuse, exploitation, or delin
quency of children. Though the grants are available for many uses, the states have 
used them primarily to cover the costs of foster care. 

In 1980, perceiving an alarming increase in the number of children in foster care, 
Congress amended the program to limit spending for foster care. States will not be 
allowed to increase their present Title IV-B foster care expenditures. As amended by 
P.L. 96-272, the Title IV-B program is a part of the new federal emphasis on preserving 
the family and placing children in permanent homes. 

Administrative Agencies and Program Requirements 

Federal: Department of Health and Human Services; Office of Human Development 
Services 

State: Texas Department of Human Resources; Deputy Commissioner tor Protec
tive Services 

The states have wide discretion in administering this program. Though there is a 
requirement for a state plan, the states have been receiving the gran ts whether or not 
they have a state plan, primarily because federal regulations were not issued until 
August 1980. Texas has no state plan for Title IV-B. A single state agency is required 
to administer the grants, and the agency must be the same one that administers the 
AFDC program- in Texas, TDHR. Public participation is encouraged in both the 
planning process and advisory committees. 

Funding 

Federal: FY 1979: $56,500,0002 

State: FY 1979: $3,419,0003 

Funding for this program is provided by a formula grant. Each state initially 
received $70,000. The remainder of the total appropriation is divided among the 
states according to a formula which takes into account the child population under 
twenty-one and the state per capita income. The $56 million appropriation level is 
about one-fifth of the authorized level. 

Texas divides its funds among its regional TDHR offices, on the bas is of population 
in the region . The regional directors of TDHR disburse the money to the counties. 
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The federal grant is required to be matched by state or local funds at a rate of 
anywhere from 30 to 70 percent nationwide. Texas must match at a 49 percent rate. 
This match is provided by the counties through their foster care expenditures. 

References 
1 U.S.C.A., Title 42 , sec.620 I 197 4). 
2Cataloi of Federal Domestic Assistance, sec. 13.645. 
3U.S., President, Community Services Administration, Geographic Distribution of Federal 

Funds in Texas, FY 1979 {Washington, D.C.: U.S. Government Printing Office, 1979). 

Community Mental Health Centers Act 

OFFICIAL TITLE: Special Health Revenue-Sharing Act of 1975, Title III, P.L. 94-63 

Antecedents: P.L. 88-164; P.L. 91-221 

Amendments: P.L. 96-662; 96-398 

Regulations: 42 CFR, Part 54 

History and Goals of Program 

Community mental health center funding began in 1963 with the Mental Retarda
tion Facilities and Community Mental Health Centers Construction Act. Title II of 
the act established a national mental health program. Amendments continued 
authorizations for construction and also expanded the scope to funding center 
operations and programs. Title III of the Specia l Health Revenue-Sharing Act of 1975 
(P.L. 94-63) and the Community Mental Health Centers Extension Act of 1978 laid 
the foundation upon which centers operate today. The Mental Health Systems Act 
of 1980 is the most recent piece of legislation passed. This law extends the mental 
health center authorizations through FY 1980 and allows states to determine which 
programs would receive grants. This act also authorizes a series of new grants in 
programs in FY 1982. 

The goal of this program is to provide basic mental health services within a 
community setting rather than in state hospitals. Once the services are established, 
communities would then take the major responsibilities for providing services and 
facilities. 

Administrative Agencies and Program Requirements 

Federal: Department of Health and Human Services; Public Funding Service; Alcohol, 
Drug Abuse, and Mental Health Administration 

State: Texas Department of Mental Health and Mental Retardation (TDMHMRJ; 
Deputy Commissioner for Management 

Loc.:al: Thirty Community Mental Health and Menta l Retardation Centers 

The federal law states that no grant may be awarded unless there is an approved 
state plan to provide comprehensive mental health services. To comply with this 
plan, the state must establish a Mental Health Adviso ry Council, TDMHMR must 
assume responsibility for state mental health planning, and health and mental 
health planning must be coordinated. 

T he community mental health and mental retardation (MHMRJ centers must 
provide twelve services to receive grants and must provide these services to 
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individuals in a certain geographic area. They also must coordinate their services 
with other health and social service agencies and must meet certain governing boa rd 
and adv isory council requirements. In addition, centers must respond to state 
administrative requirements that exist in the Commissioner's Rules Governing 
Mental Health and Mental Retardation Centers. 

Funding 

Federal: Federal-FY 1979: $49,993,000 
State- FY 1979: $2,079,000 (P.L. 94-63)! 

State Grants-in-Aid: FY 1979: $41 )35,5532 

Other Sta te Aid: FY 1979: $2,695,552~ 
Local: FY 1979: $25, 179,0304 

Funding for community mental health and mental retardion centers is quite 
diverse, coming from several federal, state, and local sources. Most centers receive 
Community Mental Health Center Act funds via six different grant programs. These 
programs are s taffing grants, planning grants, grants for initial operations, consulta
tion and education service grants, conversion grants, and financial distress grants. 
Some of these grants provide up to eight years of financial support. The grants are 
available on a matching basis with a declining percentage of federal financial 
participation with each year of support. 

In addition to these community mental health center funds, community MHMR 
centers receive funds from twenty sources, including Title XX and Title XIX of the 
Social Security Act, CETA, the National Institute for Drug Abuse, the National 
Institute for Alcoholism and Alcohol Abuse, and the Education for All Handicapped 
Americans Act.5 State funding for centers is primarily through the grants-in-aid 
program. Other state sources are the Texas Education Agency, the Texas Commis
sion on Alcoholi sm, and the Texas Rehabilitation Commission. Finally, local 
support comes from taxes and insurance payments. Patient fees, insurance, and 
reimbursements account for one-ha lf of the local support. Some reimbursements 
come from contractual arrangements with other s tate agencies. 

References 
1U.S., President, Community Services Administration, Geoiraphic Distribution of Federal 

Funds in Texas. FY 1979 (Washington, D.C.: U.S. Government Printing Office, 1979). 
2Texas Department of Mental Hea lth and Mental Retardation, "FY 1980 Budget and 

Orga nizat ional Information for Communit y MHMR Centers Administered by Local MHMR 
Boards of Trustees," Austin, September 1979, p. 3. 

•
1Ibid. 
41bid. 
SJ bid. 

Compensatory Education 

OFFICIAL TITLE: Elementary and Secondary Education Act (ESEAJ of 1965, Title I, 
P.L. 89-10 

Amendments: P.L. 89-750; 90-247; 91-230; 93-380; 95-56 l 

Regulations: 45 CFR, Pa rt s 116, l l 6(a), l 16(d), and 121 

History and Goals of Program 

Title I of the ESEA of 1965, as amended, is the largest federal program providing 
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assistance to elementary and secondary education. Title I funds are allocated to 
states and local school districts through five major programs: ! I I Grants for Educa
tionally Deprived Children !Basic Grants ), 12 ) Grants for Handicapped Children in 
State Operated or Supported Schools, 13) Grants for Migrant Children /children of 
migratory agricultural workers or of migratory fishermen), (4) Grants for Neglected 
or Delinquent Children in State-Administered Institutions, and l5l Grants for 
Administration of Title I. However, o.ver 80 percent of the Title I funds are allocated 
for Basic Grants. 

Title I was first enac ted in 1965 to respond to the crisis of education, as evidenced 
by the alarming number of American youths and adults with basic educational 
deficiencies and also the strong correlation between levels of income and educational 
underachievement. The various amendments to Title I enacted throughout its 
fifteen-year history accomplished the following: I I J added three categories of disad
vantaged students who lack a local base of support, 121 restructured the formula, 131 
clarified the relationship between Title I funds and state and local funds, and 141 
delineated the administrative responsibilities for monitoring and evaluating the 
Title I programs. 

Administrative Agencies and Program Requirements 

Federal: Department of Education; Education for the Disadvantaged; Elementary 
and Secondary Education Bureau 

State: Texas Education Agency; Deputy Commissioner for Programs and Personnel 
Development; Assoc iate Commissioner for Educational Programs for 
Special Populations 

The U.S. Department of Education distributes Title I funds to the State Education 
Agency !SEA) on the basis of county data. In cases where school districts are not 
coterminous with counties, the SEA allocates county grants to school districts. The 
subcounty allocations must be based on counts of low-income children; states are 
required to use procedures and data approved by the commissioner of education. 
Eligible recipients are children aged five to seventeen who are: (I J from families 
below the Orshansky poverty level as counted in the 1970census,121 from families 
with income over poverty level who also receive AFDC payments, and 131 residing in 
foster homes, with state support. 

Title I funds must supplement, not supplant, state and local funds. In addition, 
local school districts must meet "comparability" and "maintenance of effort" require
ments. Comparability means data must indicate that children in Title I schools 
receive their fair share of services and staff provided with state and local money. 
Maintenance of effort means a school district must prove that it is continuing to 
support Title I schools with sta te and local funds as much as it did before Title I 
money was available. 

Funding 

Basic Grants 
Federnl: FY 1979· $2,464,369,000 
State: FY 1979: $156,601,000 

Administration Grants 
Federal: FY 1979: $43,983,000 
State: FY 1979: $3,6I2,000 

Migrant Children Grants 
Federal: FY 1979: $171,406,000 
State: FY 1979: $55,534,000 
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Handicapped Children Grants 
Federal: FY 1979: $98,673,000 
State: FY 1979: $8,087,000 

Neglected or Delinquent Chi ldren Grants 
Federal: FY 1979: $28,732,000 
State: FY 1979: $1,529,000 

Title I is a formula grant program with no matching requirements. The present 
formula provides that local school districts are entitled to grants based on the 
number of eligible children multiplied by a cost factor of 40 percent of the state's 
average per pupil expenditure (APPE), except that no state's cost factor can exceed 
120 percent of the national APPE nor fall below 80 percent of the national average. 

Education of the Handicapped 

OFFICIAL T ITLE: Elementary and Secondary Education Act of 1965, Title VI-B, 
P.L. 91-230 

Amendments: 

Regulations: 

P.L. 93-380; 94-142; 95-561 Section 1341 

20 U.S.C. 1411-19; 45 CFR, Part 12l(a) 

History and Goals of Program 

The Education for All Handicapped Americans Act grants money to states to help 
them provide a free appropriate public education to all handicapped children. The 
act requires that all categories of handicapped children between ages three and 
twenty-one be provided this education. Priority is given to unserved and underserved 
handicapped. The act authorizes payments for special education and related services. 
The latter ensures that a handicapped child benefits from the special eduation. 

Administrative Agencie s and Program Requirements 

Federal: Department of Education; Office of Special Education 
State: Texas Education Agency; Department of Special Education 

The eligible categories of handicapped include the mentally retarded, hard of 
hearing, deaf, speech impaired, visually handicapped, seriously emotionally dis
turbed, orthopedically impaired, other health impaired, deaf-blind, multi-handicapped, 
and learning disabled. Texas offers these services as well to the pregnant and to 
handicapped from birth to twenty-one inclusive. Services are to be provided within 
the least restrictive environment and according to an individualized education plan 
designed to meet the unique needs of each child. 

Funding 

Federal: FY 1979: $817,664,0001 

State: FY 1979: $43,212,0002 

Three separate funding mechanisms are used in the act: formula, matching, and 
incentive. The formula grant is based on the state average excess cos t per handicapped 
pupil multiplied by the sta te total of handicapped pupils aged three to twenty-one 
multiplied by an inflation factor. Formula grants arc intended to supplement rather 
than supplant state funds fo r handicapped education. They are disbursed first to the 
state educat ion authority, who then allocates a portion of these funds to local school 
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dis tricts. A school dist rict may not receive funds unless there is a fund base of at least 
$7,500. Consolidation of districts and grants is encouraged wherever this fund base 
does not occur. The state education authority retains 25 percent of these funds for 
administration, applying 20 percent specifically to a personnel development program. 
A state match is required of these funds on a program-by-program basis. In addition, 
incentive grants are available to any sta te which provides special education and 
related services to children age three to five inclusive. 

References 
1U.S., President, Community Services Administration, Geographic Distribution of Federal 

Funds in Texas. FY 1979 [Washington, D.C.: U.S. Government Printing Office, 1979), 
National Summary- Agency Operations, p. 4. 

2Ibid., p. 3. 

Emergency School Aid Act 

OFFICIAL TITLE: Emergency School Aid Act 

Amendments: Emergency School Aid Program (ESAP), 1970; P.L. 92-318 (dis
banded ESAP and established ESAA); 93-380; 94-482;. 95-561 

History and Goals of Program 

ESAA provides project grant money to desegregating school district s and to private 
nonprofit organizations in these districts to "meet special needs incident to desegre
gation." During the firs t decade of ESAA's existence, these needs have been variously 
defined as compensatory education and other curriculum reforms, educational 
television, evaluation, bilingual programs, and community involvement. 

Administrative Agencies and Program Requirements 

Federal Grantor: Department of Education 
Monitoring Agency: Office of Civil Rights 

The U.S. Department of Education, in conjuction with the U.S. Office of Civil 
Rights, determines funding e ligibility and, independently, funding level. The depart
ment also approves program proposals. In order to be eligible, a local school dis trict 
must, at a minimum, be enacting a court-ordered or voluntary desegregation plan 
that eliminates or reduces minority-group isolation. Because successful applicants 
are also required to comply with all aspects of the Civil Rights Act of 1964 that have 
to do with ethnicity and gender, OCR monitors compliance. 

Funding 

Federal: FY 1970-76: $1 ,000,000,000; FY 1977-82: £ 1,000,000,000 

The federal government grants funds directly to local education agencies and 
NPOs (nonprofit organ izations) without involving state agencies. The monies are 
allocated according to a plan whereby each state is allowed an amount equal to 
$75,000 plus an amount "which bears the same ratio to such sum as to the number of 
minority-group children" in all the s tates, with the minimum amount se t at $100,000 
per state. Within each state category, formulae based on recency of desegregation 
plan and the amount of desegregation to be accomplished, as well as the educational 
value of the proposed activities, determine funding levels of applicant dis trict s. 
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ESAA grantees receive their funds before the beginning of the funding period, but 
applicants whose compliance with the Civil Rights Act is questioned may receive 
their allocations late. 

Food Stamps 

OFFICIAL TITLE: Food Stamps Act of 1964, P.L. 88-254 

Amendments: P.L. 91-671; 93-233; 93-335; 94-4; 95-113; 95-400; 96-58 

History and Goals of Program 

The food stamp program marked a significant departure from earlier federal food 
assistance programs. Although it had the same dual goals as earlier food programs
the consumption of farm products and nouri shing the poor- it allowed recipients to 
buy rather than receive food baskets or commodities. The post-1964 method requires 
that the federal government certify and monitor retail stores. In the ea rly years of the 
program states could use either the commodity method or the stamp method for 
service delivery. However, in 1973 Congress rul ed that all U.S. counties were to offer 
food stamps. Later, in 1977, Congress abolished the requirement that recipi ents had 
to pay a fee for receiving food stamps. Food stamps are now free for those persons 
eligible. 

Administrative Agencies and Program Requirements 

Federal: Department of Agriculture; Food and Nutrition Services 
State: Texas Department of Human Resources 

AFDC recipien ts are automatically eligible to receive food stamps. All other 
applicants must meet a federally established income test and must be certified as 
"able to participate" !ATP) by local offices of TDHR. All rec ipients between the ages 
of eighteen and sixty-five who are capable of working must register for employment, 
and they must accept a bona fide offer of employment. Once ATP is granted and a 
food s tamp card is issued, recipients pick up their food stamps at local post offices. 

Funding 

Federal: FY 1979: $335,003,000 

The federal government bears 100 percent of the cost and redemption of the food 
stamp coupons. Furthermqre, it pays 50 percent of the states' administrative costs. 
The federall y matched administrative costs include certification, coupon protec tion, 
coupon issuance, and control and accounting. As an incentive to prevent high error 
rates, the federal government uses a floating matching rate for administrative costs. 
If the error rate is below 8 percent, the federal match is increased to 60 percent . If the 
error rate is below 5 percent, the fede ral match for administrative costs becomes 65 
percent. 

Juvenile Justice Programs 

OFFICIAL TITLE: Juvenile Justice and Delinquency Prevention Act of 1974 

Amendments: P.L. 95-115; 96-509 
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History and Goals of Program 

The Juvenile Justice and Delinquency Prevention Act of 1974 sought to coordinate 
and expand federal programs for the prevention of delinquency and the correction of 
juvenile delinquents. It provides grants to the states to improve the juvenile justice 
system and to assist states in providing shelter and counseling for runaways. A 
primary emphasis is to divert juveniles from institutions and to sepa rate them from 
adult offenders. The act established within the Law Enforcement Assistance Admin
istration !LEAA) the Office of Juvenile Justice and Delinquency Prevention. It 
consolidated programs which had been in the Department of Health, Education, and 
Welfare and LEAA. 

Administrative Agencies and Program Requirements 

Federal: Department of Justice; Office of Justice Assistance, Research, and Statistics; 
Office of Juvenile Justice and Delinquency Prevention 

State: Governor's Office; Criminal Justice Division 

T he act requires states to submit a comprehensive state plan. This plan must 
provide for: I l ) an advisory group assisting in the development and review of the state 
plan, (2) removal of "status" offenders and dependent and neglected children from 
correctional facilities with in three years after the submission of the initial plan, and 
13) separation of youths adjudicated delinquent from adults who have been found 
guilty of a criminal offense or who are awaiting trail. The act requires I 00 percent 
deinstitutionalization of status offenders with de minim us except ions las defined by 
regulations issued January 9, 1981 J. 

Funding 

There are two main types of grants available through the Office of Juvenile Justice 
and Delinquency Prevention: project grants and fo rmula grants. The most widely 
used type of grant from OJJDP is the state formula grant, which is based on the 
proportion of the s tate population under eighteen years of age. At the minimum, 
states may receive $225,000 per year. Of this grant, the federal share was raised to 100 
percent in the 1977 amendments; 7.5 percent of the state's allotment may be used for 
planning and administrative overhead. In addition, 5-10 percent of the grant may be 
used for the state advisory group. The project grants are called discretionary grants, 
which go to specific, individual projects I they do not go through the state mechanism). 
Some of these grants are for technical assistance and have no matching requirements. 
The other grants may go to state or local units of government, nonprofit agencies, 
private agencies, organizations, or individuals. These discretionary (s pec ial emphasis) 
grants may require a cash match of 10 percent, depending on the specific grant. 

OFFICIAL T ITLE: Social Security Act of 1935; amended, 1965, Title XIX; P.L. 89-97, 
Medical Assistance Program 

Amendments: P.L. 90-248; 91-56; 42 U.S.C. I 396ff.; 92-223; 92-603; 93-66; 93-233 

History and Goals of Program 

Medicaid pays a portion of inpatient and outpatient hospital services, lab and X
ray services, skilled nursing facilities, home health care serv ices, physicians' services, 
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family planning, rural health clinics, and early periodic screening diagnosis and 
treatment services for eligible clients- those receiving cash payments under AFDC 
and Supplementary Security Income ISSIJ. The Social Security Act combined a 
number of federal categorical programs: maternal and child health services and 
programs for crippled children 11 935 ); the Kerr-Mill s Medical Ass istance Program 
I 1960); health se rvice programs to the Cuban refugees 11962), migrant farm workers 
I 1962), Head Start participants I 1965), and residents of Appalachia ( 1965); medical 
vendor payments to states I 1950); the Indian Health Program; medical services for 
the armed forces; and neighborhood hea lth centers under the Office of Economic 
Opportunity. Medicaid was considered and enacted by Congress during early 1965, 
as companion legislation to Medicare. 

Administrative Agencies and Program Requirements 

Federal: Department of Health and Human Services; Health Care Financing Admin
istration; Medicaid Bureau 

State: Texas Department of Human Resources; Deputy Commiss ioner of Health 
Policy; Deputy Commissioner of Programs 

Federal law requires that certain medical services be provided to persons eligi ble 
for !who receive) cash assistance. Each state can provide additional services, and it 
can enroll the medically needy I those living at subsis tence levels that cannot afford 
medical carej. Texas provides some optional services: limited oral surgery, post
surgical lenses, hearing aids, podiatry services, eye refractions, chiropractic services, 
and eyeglasses. It does not enroll the medically needy. Texas contracts with the 
National Heritage Insurance Company to insure Medicaid recipients. 

Funding 

Federal: FY 1979: $12,784,410,000 
Sta te: FY 1979: $646,614,000 

The federal government reimburses the state for its !federal ) share of medical costs 
by an open-ended formula grant . The fo rmula is based in part on state per capita 
income. The reimbursement rate is higher for s tates with relatively low per capital 
incomes. The rates range from 50 to 83 percent. In 1980, the federal government paid 
58.35 percent of Medicaid expenditures in Texas. The federal government pays SO 
percent of the adminis trative costs of the program. A state can be reimbursed for up 
to 90 percent of the cost to implement an HHS-approved computerized M edicaid 
information system, as well as 75 percent of the continuing opera tions cost . The 
federal government can impose penalties on states if they have payment error rates 
above a specified level. This level is based on the monthly error rate report each state 
must submit to HHS. 

Title XX-Social Services 

OFFICIAL TITLE: Social Security Act of 1935, Title XX; Social Service Amendments 
of 1974, P.L. 93-647 

Amendments: P.L. 94-120; 94-401; 94-566; 94-142; 95-59; 95-171, 42 U .S.C. l 397ff.; 
95-291; 95-600; 96- 178 

Re?,ulations: 45 CFR, Part 228 

History and Goals of Program 

Title XX of the Social Security Act consolidates funding for social services that 
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previously had been added to numerous income maintenance programs. T itle XX ~as 
five broad goals: 11 l helping recipients achieve economic self-support, 121 help~ng 
them achieve self-sufficiency, (3) preventing or remedying child abuse or exp lo.1ta
t ion and preserving or reuniting families, (4) reducing and preventing i?ap~rop.nate 
institutional care, and ISJ securing referral or admission for needed mstitut10na l 
care. 

Administrative Agencies and Program Requirements 

Federal: Department of Health and Human Services; Office of Human Development 
Services; Administration for Public Services 

State: Texas Department of Human Resources; Deputy Commissioner for Pro
grams; Associate Commissioner for Families and Children; Associate 
Commissioner for Services to Aged and Disabled; Regional Administra
tors of TDHR 

Title XX has flexible program requirements. T he states may choose methods of 
determining recipient eligibility. Some services may be provided free of charge. 
Others may be provided free of charge to some clients and fees charged to other 
clients. In determining who is eligible for free services and who must pay some fees, 
as well as who is eligible for the se rvices at all, the states set the eligibility level at 
anywhere from 50 to 115 percent of the state median income for a family of four. In 
Texas, this ceiling is based on participation in an income maintenance program. 

The states may provide any services which meet one or more of the goals of Title 
XX, and no service is required. These services, however, must be defined in a 
Comprehensive Annual Services Program Plan which must be submitted to HHS for 
approval. The CASPP should reflect respons iveness to the public participat ion 
requirements of the law. There are also limitations on spending for some services, 
and an appropriate state agency is required to administer the program. 

Funding 

Federal: FY 1979: $2,958, 116,0001 

State: FY 1979: $195,044,000 

Title XX is a formula grant-in-aid program in which states are reimbursed for 75 
percent of their social service expenditures. The other 25 percent must be provided 
by the state. A $2.5 billion permanent ceiling has been placed on the program, and 
this money is allocated to the states according to a formula which takes the state 
population into account. This ceiling on the program was raised to $2.7 billion in FY 
1977 and FY 1978 and to $2.9 billion in FY 1979. From FY 1977 to FY 1979, $200 
million of the increase was authorized for I 00 percent funding of child day care 
services. 

There arc two social services that have higher matching ratios. Day care services 
funded under the $200 million increase receive 100 percent federal funding, and 
family planning expenditures are reimbursed at a rate of 90 percent. 

In Texas, the Texas Department of Human Resources allocates Title XX funds to 
the twelve OHR regional offices. Matching funds come from state appropriations, 
local funds, and private donations. 

References 

'U.S., President, Community Services Administration, Ceo,1!,raphic Distribution of Federal 
Funds in Texas. FY 1979 (Washington, D.C.: U.S. Government Printing Office, 1979). 
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Women, Infants, and Children (WIC) 

OFFICIAL TITLE: Child Nutrition Act of 1966; Special Supplemental Food Program 
for Women, Infants, and Children 

Amendments: P.L. 92-433, 42 U.S.C. l77lff.; 94-105; 95-627; 96-108 

History and Goals of Program 

The WIC program provides food and nutrition education to pregnant, postpartum, 
and breastfeeding women, and infants and young children who are at great nutrition
al risk. It is one of several nutrition programs authorized by the Child Nutrition Act 
of 1966 and intended to improve the nutrition of the risk population. Much of the 
early history of the program involved a dispute between the U.S. Department of 
Agriculture and the U.S. Department of Health, Education, and Welfare over which 
department would administer the then small pilot project. A class action suit, settled 
in 197 4, paved the way for the project to become a major program. 

Administrative Agencies and Program Requirements 

Federal: Department of Agriculture, Food, and Nutrition Service 
State: Texas Department of Health 

Federal law requires that clients receiving WIC services also receive medical care. 
Most state agencies administering the WIC program are health departments. Indian 
tribes or nonprofit agencies may also serve as state agencies. The state agency is 
responsible for developing a state plan for providing services. The state and local 
agencies have joint responsibility to find local agencies to administer the program. 
Local agencies must provide maternal and child health care. Women and children 
who are eligible receive food vouchers which they can spend at grocery stores. 
Although Texas has not chosen to do so, a direct food de livery system may also be 
instituted. Income requirements are applied at the discretion of the local administer
ing agency. Clien ts pick up food vouchers once a month and usually receive 
nutrition education at that time. 

Funding 

Federal: FY 1979: $553,935,000 
State: FY I 979: $36,616,000 

Funds are allocated to states according to a formula based on the state's proportion 
of the total number of children under 200 percent of the poverty level and the sta te's 
proportion of the nation's infant mortality. There is no state matching requirement. 
Food and administ rative costs are funded separately. Adminis trative costs are 
limited to 20 percent of the total grant. One-sixth of a state's administrative funds 
must be spent on nutrition education. Local agency expenses arc reimbursed after 
bills are paid. Reimbursement is according to a scale which decreases the rate of 
reimbursement as the number of clients increases beyond a preset maximum 
caseload. The cost to the local agency begins increasing per client once it exceeds the 
maximum caseload. 
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Appendix 

Youth Employment and Demonstration Projects Act (YEDP A) 

OFFICIAL TITLE: Comprehensive Employment and Training Act of 1972, Title IV, 
P.L. 93-203 

Amendments: P.L. 95-524 

History and Goals of Program 

CETA provides job training and employment opportunities for the economically 
disadvantaged, unemployed, and underemployed. CETA also targets funds for special 
groups, such as youth who are between the ages of fourteen to twenty-four and fall in 
the categories of need listed above. 
· The Youth Employment and Demonstration Projects Act (YEDPAJ created four 

youth employment training programs: Youth Community Conservation and Improve
ment Project (YCCIP); Youth Employment and Training Programs (YETP); Youth 
Incentive Entitlement Pilot Projects IYIEPPJ; and Young Adult Conservation Corps 
(YACC). Prior to YEDPA, prime sponsors, the chief administrators of CETA's delivery 
system, were responsible for targeting funds to youth. While efforts were taken by 
the prime sponsors to reach youth in need of employment services, there was no 
unified policy to direct their efforts. YEDPA was enacted to alleviate this problem. 

Administrative Agencies and Program Requirements 

Federal: Department of Labor; Employment and Training Administration 
State: Prime Sponsors-representing either cities, counties, or consortia of cities 

and counties of 100,000 or more people. 

Regulations strongly emphasize coordination between prime sponsors and other 
local institutions serving youth. Community-based organizations, local educational 
agencies, and other organizations with " demonstrated effectiveness" are given prefer
ence in both allocation of funds and participation in the planning process. Prime 
sponsors must create both planning and youth councils to help in the planning and 
evaluation of local needs and project applicants. These councils must be composed 
of representatives from labor groups, neighborhood and community groups, and 
business and educational agencies. Regulations also require that services be targeted 
to significant segments within the disadvantaged population. Youth with multiple 
disadvantages must be given specia l consideration. 

Funding 

Federal: FY 1979: $526,666,000 
State: FY 1979: $24,257,000 

YEDPA prime sponsors are funded by the federal government through project and 
formula grants. YCCIP divides resources among areas according to the unemployed 
population. While all unemployed youth are el igible for the program, the econom
ically disadvantaged are given priority. YETP uses a weighted formula of unemploy
ment, poverty, and excess unemployment (a reas having 6.5 percent or higher 
unemployment rates) to allocate resources. Its e ligibi lit y requirements use 85 
percent of the Lower Living Standard for work expe rience services but has no income 
restriction on supportive services. YETP also se ts aside 22 percent of their funds for 
local educational agencies. Finally, YETP has a 10 percent set-aside for programs 
serving youth of all economic backgrounds. None of the YEDPA funds have a 
matching requirement. 
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