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1.0 FOREWORD

The following research paper by David O. Porter, George H.

McGeary, and William J. Page, Jr. presents three options for
administering a direct cash assistance program in housing.
In assessing the analysis provided, the reader may find it
useful to consider some of the constraints within which the
authors performed their research and some of the background
assumptions that are implicit, but not explicitly stated, in
the paper.

The paper was conceived of as a preliminary examination of
the complex set of administrative issues that would be involved
in develcpirrg administrative al-ternatives for a direct cash
assistance program formulated by the Department of Housing and

Urban Development. Two background factors are of critical
importance to an understanding of the paper. First, elt the
time the paper was designed and written, fundamental decisions
about the character of a direct cash assistance housing program
had not been made. Second, the paper was developed in a para-
doxical context, that is a context in which the focus was

upon both (a) pure cash transfer reflecting the emphasis of
the current proposals for income maintenance, the earlier
Family Assistance PIan, and the extensive research efforts
supported by the Department of Health, Education, and Welfare
and the Joint Economic Committee of the Congress; and (b)

improved governmental arrangements for service delivery under-
scoring the negative aspects of a remote, impersonal Federal
bureaucracy and the value of local governments as administrative
units responsi-ve to local needs.

A fundamental premise essential to an understanding of the
administrative problems that will face a direct cash assistance
program in housing is that it simply does not fit well in
either of the anal-ytic categories that have been developed
for public assistance programs. A direct cash assistance
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program is a hybrid of an income transfer program which seeks

to minimize or avoid the discretionary relationships between
recipients of public assistance and the government which have
Ied to administrative complexity and undesirable interference
in the lives of families, and a services delivery program in
which the government accepts some responsibiltiy for influencing
or controling the market in which program participants purchase
housing, for aiding participants in negotiating such markets
successfully, and for the quality of housing occupied by re-
cipients.

Many of the adminj-strative functions that need to be performed
in a direct cash assistance progiram are similar to those
of other means-tested programs: informing potential applicants
of the existence of the program, eligibility determj-nation
and redetermination, payment leve1 determination, and processing
and distribution of checks. The functions which seem to be

unique to an earmarked cash assistance program in housing are
those which are designed to ensure that subsidy payments are
spent on housing, to avoid subsidizing the worst housing stock,
and to eliminate the effects of discrimination in housing
markets. Providing housing market andequal opportunity infor-
mation and services to participants and enforcing housing quality
requirements both impty a 1oca1 presence of direct cash assis-
tance progrem administration. Both types of activities require
the collection and processing of significant quantities of
information concerning both housing market conditions and par-
ticipants. A direct cash assistance program earmarked for
housing, therefore, will have to be responsive to variations
in loca1 conditions and participant needs.

In analyzi-ng intergovennmentaf alternaLives for the administra-
tion of a direct cash assistance program, the authors began

with an analysis of a direct federal alternative. They found
that federal administration seemed best suited for a cash

-2-

I
I
I
l

u



assistance program that emphasized income transfer and minimized
services and housing quality control. They argue that the
latter actj-vities require a kind of flexibility and responsive-
ness that a direct federal administrative option would find
difficult to achieve. Therefore, the paper proceeds on the
assumption that intergovernmental alternatives involving
federal, state, and local govnerments need to be examined.

The single most important issue raised for the development of
intergovernmental alternatives is the question of the res-
ponsiveness of such alternatives to national goals and ob-
jectives. Over the years, the record of statd and local
governments with respect to carrying out national intentj-ons
in programs for the poor, partj-cuIarIy racial minority poor,
has been disappointing. The authors of the paper, therefore,
concentrate their attention on developing a structure arrd a
set of administrative mechanisms that would both capitalize
on the opportunities for diversity and responsiveness in inter-
governmetnal alternatives and ensure actions congruent with
national intent their performance modeI.

Given the constraints upon the preparation of the paper, fully
developed administrative options for a direct cash assistance
program with detailed specifications of functions are not
present. It is possible that any of the options for structuring
key elements of a direct cash assistance program that are now

being considered could be incorporated into any one of the three
alt.ernative administrative structures developed here. The

major value of the paper is to inform the reader of the develop-
ments that have arisen from the experience of other government
programs and from the study of public administration that
suggest a possible approach for the design of a responsive
intergovernmental system.

-3-
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PNITT I

TOWARD AN EF'FECTIVE ADMINISTRATIVE SYSTEM

2.0 ANALYTIC PERSPECTIVES

2.1 Combining National and Local Obiecti-ves

National domestic programs in the United States are becoming
more pervasive and more complicated. The scale alone of a

national program introduces great complexity into any adminj-s-
trative system which tries to handle it. There are more than
200 million Americans spread out over a huge geographic ex-
panse, and their tastes and living conditions are very di-
verse.

The number of national programs is increasing because of the
number of problems requiring nationwide attention. The regula-
tion and monitoring of our economy was the impetus in the 1930's
for a greatly expanded domestic role for government and con-
tinues to be one of the primary domestic activities of the
Federal government. But many more matters now press for national
action. The technological explosion of the twentieth century
has created national markets, national communications networks,
a much greater social mobility and, it has also pushed ecolo-
gical problems into national attention. Los Angeles, or even
Calj-fornia, has lost the capability to deal with the continuing
decline j-n its air quality. Over 90 percent of the smog in the
Los Angeles basin spews from the exhausts of automobiles manu-
factured in Detroit.

A result of this growing national interdependence has been

an expansion of the public sector in general, and of programs

in particular. Since L920, through Democratic and Republican
Administrations al-ike, the public sector has grown as a

proportion of the gross national product. Citizens have

become accustomed to looking to government for many services.

-4-



This growth has not, however, been without problems. The

production of goods and services in the public sector has been
characterized by an inability to adjust activities to the needs
of j-ndividual consumers. This problem does not reflect a

callous attitude on the part of public servants to the prefer-
ences of citizen-consumers. It is more the resul-t of the
relationship between consumer and producer in the public sector.
They do not deal directly with each other. Tax dollars are paid
into a general fund, and from there al-located to producers of
public Aoods and services. Thus, citizen-consumers interact
with tax collectors; public producers relate to actors in the
appropriations processes. Consumers are unable to convey
directly to producers their individual preferences anrl needs.l

Public agencies have responded to this situation in two ways.
First, they try to discern what the average consumer wants,
and they concentrate their efforts to produce services or goods

that will satisfy that average. Individuals with needs or
preferences on ei-ther side of the average are not satisfied.2

Second, agencies cater to special j-nterests, often overreacting.
Agencies are insecure in their relations with citizen-consumers,
so they either accord undue weight to statements from represen-
tatives of consumer or other interest groups, or pay them no

attention at all, A letter from a citizen may be given exagger-
ated attention, being passed up and down the bureaucracy for
detailed response. In such a case, few efforts are made to see
whether the interest group spokesman or the letter wrj-ter
fairly represents the views of a broad band of citizen-consumers.
Frequently, such spokesmen represent the most vocal, but not

ItDavid O. Porter, "Responsiveness to
in a Federal Systemr "
4 (FaII , l-97 4) .

Publius, The Journal

2cordon TuIIock,
Basj-c Books, 1970).

Citizen-Consumers
of Federalism, Vol.

Private Wants

-5-
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necessarily the most numerous, citi-zen-consum.r=.1 Even if the
public agencies do try to find out whether a particular spokes-
man represents only a segment of their clientele, the agrencies
are usually unable to respond effectivery. Their acti-vities
are aimed at providing a single. leve1 of service, with few
institutional mechanisms for giving a variety of services to
meet a diverse set of consumer demands.

These responses by public agencies, i.e., produci-ng for an

average consumer or responding erratically to random and un-
representative statements from special interests and citizens,
are inadequate. With the growing interdependence in our society
and the consequent growth in the public sector, there is an
increasing need for public agencies to be able to respond to
two sets of pressures; first, to guarantee that the natj-onaI
interests that led to the establishing of the program are not
compromised, and second, to be sufficiently flexible to respond
to the legitimate needs and preferences of individual consumers.

2.2 Allowances and Vouchers

Proposals such as housing allowances or education vouchers
have been one response to this problem. Allowances and vouchers
allow gt'overnment to set parameters around the choices made by

citizen-consumers (thus being responsive to national policy),
but at the same time allowing citizen-consumers to choose the
producer, the quantity and the quality of the service they
prefer with their available resources and within established
constraints upon the expenditure or quality of the service.
This device al1ows the government to escape the problem of
supplying for the average consumer.

IAlbert O. Hirschman, Exit, Voice and Loyalty (Cambridge,
ty Press, 1970) .Mass. : Harvard Universi
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With allowances and vouchers a larger number of interests can be

satisfied, thus reducing the potential for conflict. A major
constraint may be one of supply. Will there be enough education
or housing available to meet the demand created by the vouchers
and allowances? Or will the supply be available in a broad enough

mix or alternatives to satisfy the diverse preferences of citi-
zen-consumers? Problems in supply have produced critical problems
in voucher programs in manpower and education programs, and

there is a strong possibility that a direct cash assistance pro-
gram for housing could be seriously hampered by persistent short-
ages i-n the housing supply.

2.3 Administrative Model for Allowances

A general model of administration appropriate to an allowance
program has three qeneral features. The first two, the provi-
sion of funds and the setting of standards, are most appropri-
ately the responsibility of larger governments the State or
Federal levels. The Federal government is usually thought to
be the most proficient in income transfers.l The State and
Federal 1eve1s often have shared the responsibility to set the
standards which constitute the I'earmark" for the allowance
payments, i.e., the restrictions placed on its use. Third, the
administrative structure must be capable of enforcing the
stipulations of the earmark and certifying participants in the
programs. If there is no earmark, or if it is looselv enforced,
the grant may as well be a straight income transfer.

Thus, in the case of a direct cash assistance proqram with
the option of a housj-ng quality earmark requi-rement, an

agency operating at the local leve1 must be able to restrict

1W.1I."" E. oates, Fiscal Federalism (New York:
Harcourt, Brace, Jovanovi

-7-
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the expenditures of the housing allowance to acceptable housing,
with a mi-nimum of the funds being used for "nonstandard" housing,
or diverted into non-housing expenditures. In addition to the
necessity for housing inspections this implies thaL some

minimum 1eve1 of housing information may be necessary to assist
participants in their search for acceptable housing.

2.4 Relations with Other Programs

The analysis in this paper assumes that a direct cash assistance
program will be set up as a separate administrative operation.
In doing so, it is not meant to imply that there would not be

substantial gains (or losses) from combining all programs aimed

at aiding low-income families into a single administrative
agency. This issue, and a detailed discussion of the problems

of integrating a direct cash assistance program with other
income transfer programs, is discussed by David M. Austin in
a separate report in this series.l

If a direct cash assistance program is organized as a separate
adminj-strative operation, there would be a necessity for many

interrelationships with other housing and welfare programs at
various levels of qovernment. The problems of "integrating"
the services of various programs which benefit essentially the
the same people has been recognized as an increasingly urgent
problem. The welter of eligibility criteria and payment schemes

in programs designed to help low-income familj-es often produces
contradictory results .

At the level of integrating services for each individual, a

direct cash assistance program has considerable potential for
enabling participants themselves to integrate their allowance
payment with the services they receive from other housing or
welfare programs. Much discussion in welfare and governmental

loavid tnl. Austin, "Direct Cash Assistance for Housing
and the Existing Income Transfer Programs: Implications of
the Administrative Interface fssues for the Design of a
Program, " October 197 4.
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reform asserts that individuals are the best judges of their
needs. Institutional reforms are recommended which would allow
individuals a fuller voice in the coordination of the assistance
or services provided to them. A basic feature of a housing
allowance is to delegate to participants the task of finding
housing that is appropriate to their needs for employment,
transportation, training, formal education and community
relationships. Further, housing allowances reduce the rent
burden of participants, allowing them discretion in the use
of funds released from housing costs. This integration of
services at the individual leve1 is accompli-shed in combination
with the improvement of the housing stock, because the partici-
pants are encourage (or required) as a part of the earmark on

their allowances to find housing that meets minimum 1evels of
health and safety.

Certain basic questions of policy will need to be debated and

settled at the Federal level, irrespective of the administrative
arrangements used for a direct cash assistance program. These

policies have to do with the standards and criteria for deter-
mining the eligibility of participants, the payment schedules
for the housing allowances, what transfer payments will be

counted as income in the calculation of the housing allowances,
and how standards of housing quality will be determined. A11

of these questions require uniform, national policies in order
for a direct cash assistance program to function in a reasonably
equi-tab1e and effective manner.

2.5 Policy Assumptions and General Considerations

2.5.L Scope of Program Coverage

For the coverage of a dj-rect cash assistance program, a large
scale national program is assumed, including renters and

homeowners wj-thin the s€rme income categori-es. The actual
determination of household eligibility in such a proqram is

-g-
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potentially one of the most troublesome and costly administra-
tive problems. Experience in other income transfer programs

has shown the difficulty of arriving at an unambigious definition
of income. Further, problems associated with computing income

are often compounded by adopting short accounting periods or
complicated averaging schemes in the computation of participant
irr"ome.l These problems may be aggravated in a direct cash

assistance program by the diverse and uncertain Sources of
income characteristics of the population served by housing

allowances.

2 .5.2 SeParating Parlments from Services

IS a cash assistance program with a housing earmark an income

transfer program or a services progr€m? According to recent
thought in social welfare administration, combining cash

transfers and social serviees is like mixing apples and

oranges. Which is a direct cash assistance program, an apple

or an oranqe?

1S.* Leaman has analyzed the per recipient administrative
costs of six existing Federal income transfer proqrams: Social
Security, veterans' benefits, Medicare, unemployment insurance,
food stamps, and public assistance. He found that "the admin-
istrative structure of the various programs explains much of
the difference in administrative costs per recipient. " That
is, "programs with a complex administrative structure
including detailed certification and recertification of recipients
and earmarking -- tend to have markedly higher administrative
costs per recipient than simple income transfer programs. "
Thus, in L969, a simple cash transfer program like Social
Security had a relative low administrative cost per recipient
(about $20-25 per year), €rr earmarked transfer program like
food stamps had a higher administrative cost per recipient
(about $50 per year), while public welfare, which also provides
services, had by far the highest administrative costs per
recipi-ent ($100-135 per year). See Sam H. Leaman, "EstimatedAdministrative Cost of a National Housing A11owance", Urban
Instj-tute Working Paper No. LL2-17, February 2, 1971. The
qtrotes are on pagcs 5 and ii, respecLively.

-10-



The trend in welfare programs administ,ered by the Federal
government has been toward an income maintenance or cash trans-
fer approach, with services being provided separately. There
have been suggestions to use this approach with a direct cash
assistance program. A direct cash assistance program, like
income maintenance proposals, is designed to eliminate the
complex and discretionary relationships between the government
and individual citizens that have existed in past government
programs. However, simply transferri-ng income may not be

enough to insure that housing allowance recipients will be able
to secure and occupy suitable housing. In addition to problems

with supply, participating households must understand the ear-
marking requirements j-n the direct cash assistance program, be

able to make informed housing choices, and overcome racial or
other discriminatory barriers.

It is not clear that complete separation of cash and services
is even possible in an earmarked cash assistance program. In
an earmarked program, payments are intended to further a goal
which goes beyond basic income maintenance, in this case to
upgrade housing. If the d istance program were
to limit pa ts to only those e1i ible households in acc able
housing, services might be needed to he1 households find and

secure suitable housing. In other words, payments and services
may have e sequen tially coordinated for many participants
in order to achieve even a procedural goal like efficient \
income transfer. fn welfare the tasks of providing income support
and of providing services designed to eliminate dependency can
be separated in space and timei in a direct cash assistance
program the analytically distinct functions of payments,
inspections, and services may have to be performed in a seguence.

-11-



2.6 Two Approaches to Decentralization

The current activity in the Federal government encompasses
two definitions of decentralization, political decentralizatj-on
and administrative decentralization. Our discussion of admin-
istrative options will be clearer if these two meanings are

'l

understood. -

The proposals for decentralization embodied in revenue sharing
schemes caII for "political decentralization. " In this view
of decentralizationr pow€r is exercised by units which are
terri-toria1ly based and have general powers. Much discretion
is left with the receiving unit, States, counties,
and municipal corporations are examples. Proposals for general
and special revenue sharing suggest the transfer of resources
and power to these geographic and general purpose governments.

Administrative decentralization occurs when a politically
independent unit delegates some of its powers to subordinate
leve1s within its organization. These delegations may be re-
vised or retracted at the will of the delegating authority.

IJames w. Fesler, "Centralization and Decentralization,"
fnternational Enc c1 edia of the Social Sciences , YoL. 2 (wew
Yor Macml- dfl , , PP. ; Dav orter and Eugene
A. Olsen, "Some Critical Issues in Government Centralization
and Decentralizationr " forthcomj-ng , Public Administratj-ve Review.
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The Local-Performance and State Grant-in-Aid alternatives in
this paper envision politically decentralized, J-ntergovernmental
admi-nistrative systems. In the Local-Performance alternative,
responsibilities are shared directly at all three levels of
government. The State Grant- j-n-Aid alternati-ve gives States
the responsibility for administering a direct cash assistance
program within their boundaries. In both alternatives the
Federal government does not retain direct line authority for
the administration of the prograrn, A system of political
decentralization emphasizes the need for general purpose offi-
cers to coordinate the governmental activities within a geo-
graphic area. General officers living in the area, iL is
argued, are in closer touch with the residents and can mold
the various programs so that they meet area priorities.

Figure I illustrates a rather
decentralization. Guidelines
general purpose government to

extreme system of political
and control from one leve1 of
another are kept at a minimum.
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Oftenr ds with general revenue shari-ng, only funds are
transferred. Special revenue sharing and block grants may

carry gui-delines with them which require that the funds be

used within certain broad areas. Loca1 discretion within
these areas is emphasized. I'urLherr drr individual or family
can be considered an important decision-making unit within a

decentralized system. The j-ndividual, by receiving allowances
or vouchers, is placed in a position where he or she can

coordinate governmental and private service to meet their needs

and prioritigs.

Recent efforts to decentralize the Federal departments have

been forms of administrative decentralization. Functions
performed by the contract offices in Washington were transferred
to the regional offices. The regional offices sti1I reflect
the functional and departmental structure of the central offices,
but are expected to exercise increased "final authority" in
the execution of programs.

Figure 2 shows one example of an administratively decentralized
system. Eunctional lines are emphasized, with the various
units being organized around specialties rather than geographic
areas. Subordinate units tend to operate under the control
of the higher levels.

A visual examination of Figures I and 2 gives an impression
of differences in relationships among governmental units under
each system. In systems that are politically decentralized,
the subunits have considerable power of their own. They tend
to coordinate and reshape resources coming into thej-r juris-
dictions to meet 1ocal priorities. In systems that are admin-
istratively decentralized, the field offices are generally more

responsive to the functional- and professj-onal specialities of
the central office bureaus and agencies. A more "national" and

"professional" view will be stressed at the expense of the local
perspective of the administrators in loca1, general purpose

-L4-



FIGURE 2
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is shown clearly in Figure 2. The general purpose officers in
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Each system has different sets of problems that are character-
istic of it. Politically decentralized systems are plagued by
problems related to the vertical integration of governmental
activities. These problems are often manifested in parochialism,
an inability to formulate and act on national goa1s, and
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manner, with each specialist working independently with little
regard for the overall needs of reci-pient households. Thus,
the choice of a scheme of decentralization will also have an

impact on policies and programs within the government.
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3.0 THREE OPTIONS FOR ADMINISTRATION

3.1 Basic Goals and Functions of a Direct Cash Assistance
Program

A direct cash assistance program can be focused on two general
orj-entations or goals; empowering participants to improve the
safety and adequacy of their housing, or reducing the rent
burden on participants. These orientations are not mutually
exclusive, but they can be pursued separately. The adminis-
trative options in this paper are constructed on the assumption
that a direct cash assistance program would attempt to combine
these orientations, encouraging an improvement in the nationrs
housing conditions and reducing the rent burden of low-income
families. There are also a number of other secondary goals
includ.ing equity, simplicity, economy, and more choices for
participants -- which have to be taken into account in the
design and conduct of a direct cash assistance program, ot t

for that matterr dny government program. The three adminis-
trative options discussed in this paper will each contribute
to the achievement of these goa1s, but (as will be discussed in
the following section) each emphasizes particular basic and

secondary goals over others.

Similarly, the three alternative administrative models
Direct-Federal, State Grant-in-Aid, and Local-Performance
will perform the same basic functions, but the emphasis given
to any single function may vary from model to model. These

functions include:

o Setting standards of:
eligibility
payment
housing quality
equal opportunity

Financing allowance and administrative costsa

O Publicity and outreach

-L7 -
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a

a

Determining eligibility

Calculating payment amounts and issuing checks on a
timely and accurate basis

Verifying eligibility and payment information given
by applicants

Inspecting housing quality

Associated services including equal opportunity support

Hearings and appeals on eligibility and payment decisions

Ivlonitoring and evaluation

Technical assistance

Research and development

These functions, as they would operate in the three adminis-
trative options, are presented in detail in the sections
describing each alternative.

3.2 A gapsule Description of the Options

The number of possible administrative options which could have

been considered is nearly infinite. Administration j-s much

like education in this respect. Everyone is an expert.
This research paper picked three approaches -- Direct-Federal,
State Grant-in-Aid, and Local-Performance -- which differ
along several dimensions. Fj.rst, the options stress a Federal,
State and locaI role respectively. Second, the options vary
in the pattern of decentralization used, with the Direct-
Federal option using administrative decentralization, the
State Grant-in-Aid option combining adminj-strative and polit-
ical decentralization, and the Local-Performance option
emphasizing political decentralization. Third, the three
options differ in their use of an administrative structure
which relies either on a functional organization or on the
designation of "performance centers". The Direct-Federal
option, in keeping with general Federal practice, is

o

a

a

a

a

a

o
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designed along functional lines. The state Grant-in-Aid option
desj-gnates the States as performance centers, and al1ows the
States discretion in the manner that they administratively
decentralize to sub-state units. The Local-Performance option
designates loca1 agenci-es as the primary performance centers,
assigning the Federal and State governments the tasks of
(1) setting standards which the local agencies would have to
follow, and (2) monitoring the performance of loca1 agencJ-es.

The design of the Direct-Federal alternative along functional
lines and the State Grant-in-Aid and Local-Performance alter-
natives using the concept of performance centers is somewhat

arbitrary and was done primarily for the sake of comparison.
A Direct-Federal option using the performance center concept
could have been designed, in some ways more simply than in
either of the other options. But intergovernmental systems,
in that they utilize at least two levels of politically
independent governments, seem more suited to the performance
center concept. Consequentlyr w€ opted to develop the
performance center concepts more fu1ly in the two intergov-
ernmental options. A reader can, if he or she chooses however,
apply much of the discussion in the Local-Performance option
to a Direct-Federal administrative system which is designed
around performance center concepts.

In summary, the comparison of the three options is not a

simple comparison of Federal, State or local administration
of a direct cash assistance program. This is only one

dimension of the comparison. Given the tasks to be performed
in a direct cash assistance prograrn, any administrative
arrangement would include IocaI, regional and central
components. The major differences in administrative alter-
natives center on the powers given to each level, patterns
of decentralization and methods of accountability.
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3.3 An Overview Comparison of the Administrative Options

In practice, there is 1itt1e current knowledge about specific
relationships between program arrangements and program results
(e.9., the effect of particular outreach techniques or service
leveIs on participation rates or improvements in housing
conditions). Given the existence of multiple, somewhat vague,
and sometimes conflicting program expectations, and the lack of
knowledge about relationships between program inputs and outputs,
it is impossible to determine a single "best" administrative model
given a set of objectiv"".l Even sor there are bases of com-
parison for the three adminj-strative alternatives which indicate
the difficulties in orientation among them.

3.3.I Procedural Equity and Outcome Equity

For a first comparison of the three alternatives, it is useful
to make a distinction between procedural equity and outcome

equity. Procedural equity occurs when households of similar
size and resources receive similar payments and services.
Outcome equity occurs when all households, regardless of
initial circumstances, achieve suitable housing. Outcome

equity has been more sought after than procedural equity, but
it is so difficult to define and achieve that some policy
makers have given up the quest. Outcomes in service-oriented
programs are costly to achieve and difficult to measure. In
desperation, procedural equiLy has been embraced in such reforms
as the Family Assistance Program as a more operational basis
for evaluation.

Basically, the Direct-Federal alternative is compatible with
a program that stresses procedural equity or the uniform and

impartial treatment of all clients. It is feasible for a

1_-It is also very important to remember that other factors
such as the iiind of payment formula used, the benefit levels,

how incoure and eligibility are defined, Iocal housing ma::ket
condit-ions, racial discrj-minatj-on, and so forth -- may be even
morc crucial in deternrir-ring goals Lhar-r any particular admj nis-
trative practice or structur:e,
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Direct-Federal system to achieve a reasonable degree of pro-
cedural equity in its operation. However, the success of
participants in improving their housing circumstances will vary
according to factors beyond the reach of Direct-f'ederal adminis-
tration, such as housing market conditions, Iocal discrimination
patterns, and differential abilities and preferences of par-
ticipating households. The major trade-off is between procedural
uniformity, with its fairness and impartiality toward participants,
and the inability of some participants to achieve better housing
condi-tions.

/,Jor'
In sum, Direct-Federal ad.ministration is broadly consisLent with Urr-.L
a goal of general income transfer (poverty reduction) and would
certainly have an impact on rent burden. Its impact on improv
hous and depend s heavily on the
abilities of rtic s consumers responsiveness
of housi markets.

Both the State Grant-in-Aid and Local-Performance alternatives
may have the potential for achieving greater outcome equity
than the Direct-Federal. The monitoring and evaluation system
in each alternative could be keyed directly to participant
success. The State or the local aqencies, depending on which
alternative is adopted, would be expected to adjust performance
to pursue outcome equity. There are substantial questions,
however, about the likelihood of realizing the potential of
these two more flexible systems.

3.3.2 Assumptions About Participants and Governments

A second, and related, comparison can be made of the implicit
assumptions each alternative makes about the capabilities of
participants and/or the various levels of governments. The

Direct-Federal alternative assumes that participants will be

able to function effectively in the housing market if they
are given increased purchasing power. Increased buying po$/er

is the principal emphasis of'the system. The Local-Performance
and State Grant-in-Aid alternatives follow the assumption that

p
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participants may need some additional assistance. Housing
shortages, supplier resistance or price gougi.g, discrimination,
and ignorance of the operation of the housing market may also
contribute to the limited supply of suitable housing. The

Local-Performance alternative, particularly, is designed to
deal with some of the more individualized problems of par-
ticipants.

The three alternatives vary as well in their assumptions about
the capabilities and potential of the various levels of govern-
ment. A11 three alternatives share an assumption that there
is a need for a more integrated system of administration for
programs which are national in scope. The Direct-FederaI
alternative assumes, however, that SLate and loca1 governments
will not be as cost-effective as the Federal government can

be when acting alone. The effectiveness of the Social Security
Administration or the Internal Revenue Service are held up as

examples. Inter-governmental administration is viewed as

more complex and costly. It is also feared that important
national objectives, such as those related to equal opport
may be undermined. Given this view of the capability of S

and local governments, proponents of a Direct-Federal approach
are willing to forego some program flexibility to achieve
simpler, more uniform administration.

The State Grant-in-Aid and Local-Performance alternatives
assume a more limited capability for the Federal government.
Proponents of these alternatives think that the Federal govern-
ment is too ponderous and slow to adjust to change or to be

responsive to special regional, Ioca1 or individual needs. In
the State Grant-in-Aid alternative, it is argued that State
governments are capable of adjusting the national objectives of
a direct cash assistance program to the regional requirements.
State governments and the Federal qovernment have a long
history of dealing with inter-governmental progralns. These

arrangements may need some adjustments and reform, proponents

upity,
.\*u
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agree, but the State role may be effective.

In the Local-Performance alternative, it is argued that 1oca1
governments should be delegated the primary responsibility to
administer tasks which require a 1ocaI presence. It is recog-
nized that local governments may not be uniform j-n their cap-
abilities or authority, but that they haver or could develop,
the capability to handle the loca1 administration of a direct
cash assistance program. The Local-Performance alternative
includes, ds a major objective, the improvement of 1oca1

governing capability. An underlying assumption is that local
governments are an integral part of an intergovernmental admin-
istrative system, al-beit the least developed component in that
system. The inclusion of loca1 governments in a system such
as the Local-Performance alternative may be a useful step
towards bringing loca1 governments more ful1y into inter-
governmental administration .

u, t
3.3.3 Accountability: Process or Performance?

There is a rather sharp contrast between the Direct-Federa1
and the two 5-ntergovernmental alternatives in their approaches
to accountability. The Direct-Federa1 approach adopts essen-
tiaIly a unitary form of organization. A11 functions and

operations will be monitored from the central offices. The

operating units will be evaluated in terms of how effectively
they handle certain processes. For instance, the administra-
tive cost per participant or the timeliness of payments wilt
be important criteria for evaluation.

The two intergovernmental alternatives focus more on account-
ability for performance. Efforts have been made to devise
summary statistics to measure performance. The administrative
processes used to achieve acceptable levels of performance
become secondary. Structurally, the intergovernmental alter-
natives are analogous to the performance center or multi-

)r
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division forms of organization, In this structure, considerable
discretion is delegated to the operating agencies, with the
central leve1 retaining the power to oversee and monitor through
a system of performance measures. The workings of this organ-
ization form are discussed in detail in the parts of the paper
which deal with the State Grant-in-Aid and the Local-Performance
Alternatives.

3.3.4 Relative Eff!ciency

Which alternative will be more efficient is hard to resolve.
The 1eveI of expenditure and level of service are closely
intertwined. There is some justification for a couple of
speculative estimates, however. Both are based on the leve1
of service that is to be provided through a direct cash
assistance program.

If there is a relatively high level of service i.e., a

commitment to improving the housing stock -- then the two
intergovernmental alternatives may be more efficient. The

Local-Performance system, particularly, is designed to deal
with diverse housing conditions and variety in consumer needs
and pref erences. If a lower level of s'ervice i. e. , a

greater concentration on cash transfer than improved housing--
then the Direct-Federal arrangement may be more efficient.
The intergovernmental arrangements, particularly the Local-
Performance, would have unused capability. The State Grant-
in-Aid mdlr however, be more effective (and thus less costly)
than the Direct-Federal even in this circumstance. If the
eligibility requirements adopted in a direct cash assistance
program are stringent, the administrative tasks involved in
certifying and re-certifying participants may overwhelm
Federal capabilities. A smaller jurisdiction, such as a
State, ffiay well be more effective.

t(

v
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3.3.5 Summary of the Administrative Options

Chart 1 presents a surnrnary of the three options and details
how each would operate. Part II of the paper provides separate
analyses of the three options, highlighting their salient
characteristics .

-25-
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CHART 1: COMPARISON of THREE ADMINISTRATIVE OPTIONS

Characteristics Direct Federal State Grant-in-Aid Local Performance

1.0 Similar Existing
Programs

2.O Goals

2.1 Primary

2.2 Secondary

3.0 Strengths, l.

(
Weaknessar, 1 .

Maior lssues 
I ,

Sr4w

o Supplemental security Income Program,
Social Security Administration

. Veterans Administration program :
for aged and needy veterans

o Aid to Families with Dependent
Children, SRS-HEW

. Medicaid, SRS-HEW i
o Vocational Rehabilitation, .SRS-HEiJ

o work Incentive Program, DOL-HEW

o Food Stamp Program, USDA

a Selectcd Manpower Programs.. DOL

o Various multi-unit progranis, such
as the University of California
or the iicvr York liospital Co;poration

o Timely and accurate issuance of
benefit Pa)rments

r Efficient and uniform administration

. Upgrade housing for eligible
popul;r ti- on

o Provide cash supplement rather than
in kind or services in housing
assistaDCe

. Improve market functioning by in-
creasing effective dernand for
standard housing

. Place eligible population in
acceptable housing

. Enhance capability of State and
Local Governments

o Minimization of direct government
involvement in the housing market

. Upgrading of housing conditions

o Generatc state/local/private
capability to providc standard
tiousing for Low-incorn(? groups

,a Reduce direct government involvement
in housing market

. Transfer income to eligjble popula-
tion

c Wi1l" providc procedural uniformity r
inpartiat treatment of participanls

o WiIl achjeve comprehensive coverage
of eligibie pouulation

. May work particul.arly u'ell if parti-
cipation is limited to elderly, or
somc' oLher fairLy homogencous sub-
group of the low incomr. populatiolt.

.l,1ay be nore responsive to t\atj,onaf
priorjties irr desegregatior., parti-
cipation ratcs, and housing quality.

o May be less responsive to diversity
in housing stocl.. and j-lrdivj clual
needs ancl preferences.

a If ef forts .rrc nlade to .rd
individu.:I lncome or hous
of parLicipants. may o..rcr:
the adniltistrative c.lpabiljty of
a dccentrafized systerm.

.I,Iould incrcase tlre local pl:escncc of
the Fed':ral government. This could
be an i:;sur. cvcn thouglt f crrct: tot.rl
cnrfiloy(:.s nay bc hirr:C j f all three
levels of g.r!,(-)rnmcnt arc consj.dcrcd.

)
i
ust to
ng needd

burdcn

a Extenals '.rse ,)f ^at^d^ri ^al or blacl-
grants, rather than g'eneral revenu.j
sharing

o Decentralizes operational authority
to staLe governmcnts

o Develops management information
systen, aggregatcd at State level
keyed to participant success

o Use of private organizations in ca:;.:
of st..Lc/local disinterest or dis-
abiliLy

o Ful-I !'edcr.:I funding and Pcderal
responsil:ility for setting standards
of eligibilj-ty,paymcnt levels

. Potential exists for racial and othcr
discrimination bccause of state
Admini sLration

o ReIies on audits, compliance action:;
to encourage state conformity to
Feder:rl priorities

o Takes into account the diversity of
participants, localities

. Ada.D'-a !L^ c^h^^^t cc r'..1t-i .Clvi:j-cn
managernent or "perforrnance centers"
for use jn an intcrgovcrnmental
admiiistrative systc:m, using parti-
cipant success as the foci of
eva 1 uat ion

. Develops a managenent information
sysfe:n, keyed to participant success
at Iocal 1evel

6 RecognizCs a pol.iticaL:o1e for each
leveI of govcrnnrcnt

o Develops a widc range of incentives
to encourage compliance to Federal
objr:ctives by State and local govern-
ments, but still faccs a serious
potential for the sub.,.crsion of
National goal,s, intercsts

I
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Chart 1 (continued)

e

Characteristics Direct Federal State Grant-in-Aid Local Performance

4.0 Program Functions

and Processes

4.1 standard Sotting
- Eligibility
- Level of Payments
-Housing Ouality
- Equal Opportunity
- Ptans and

Performance

4.2 Finance
- Revenue
- Expenditures
. Check lssuance

4.3 Outreach

4.4 Eligibility
Determination

.lncome
- Calculation of

Payments

- Redetermination
of Eligibility and
Benefits

4.5 lnspection of
Housing

o Federally determined I

o Federally determined
o Federally determined. would not begiven the same emphasis as in other

options
. Titles VI and VII of the Civil Rights

Actsi could be some additions in
areas of sex discrimination and affir-
mative action.

. Program plans approved within HUD(or HEW); monitored by OMB and Congreqs

r FederalLy determined
. Federal minimum; State/1ocaI option

to supplement
. Federal ninimum; State,/local option

to supplement
6 Same as Direct Federal in areas of

race; states can add laws concerning
sex or other types of discrimination.

c State program Plans !'eoerai ano.slate
performance standards'

o Federally determined
o Federally determined
. State Plan. approved by Federal

Government
o Same as Direct-Federal in areas of

racei States can add laws concern-
ing sex or other types of discri-
mination

. Local plans aDprovcd by States;
State plans approved by Federal
Government

. Federal appropriation
r Sevlral levels within the Federal

agency would obligate funds for
administrative tasks

o Handled through a series of p.y*ort
centers. i,uuai- -9e..-icr supPly
information on amount. of al.lowance
to payment centersi centers issue
checks to participants.

G Federal appropriation, formula
allocation to state, State/ local
option to suppleroent

c .11,t each level for administration;
SLatc and/or local ]evc1s for
allowances

a State opciurrs ro issue cirecks or
d3legate to 1oca1 agcncies

e Adnrinistrative and alLowance pay-
ments supplied by Federal Gover:r-
mcnt

c Spread throughout this intergovern-
mental systcn. Iit cl: 1;;;1 cc,mits
funds for administrafive tas):s
assignecl to it

. Lump sum payment to States; States
to areawide agcncies; thence to
partic ipants

r Assigned to Federal area offices.
Relies on mass media and mailings

o state option. could be primarily
Ioca1, using print and broadcast
nredia, dircct contact with groups
and individuals in local agencies,
Iocal referrals from other agencies

o Mcdia, printed material handled by
areawide agency, assisted by gener-
alized efforts of State and Fecieral
gover:nmrintsi ncighborhood Spcci f ic
efforts hancllcd by local agencics

o llanall-ed by Local offices, in cooper-
ation with other cash assistance
progratE.

. computed by local offices, or by
paymcnt centers bascd on information
sent in from local agcncies.

. Uandled by local agency offices, in
cooperatj-on with other cash assis-
tance prog:rams

o State option. Wou1d probably be
performed by locaI agencies, accord-
ing to State and Feder:al provisions;
state,/Fcdcral performance auditing.

o Probably computcd by local agencies;
state,/FederaI performance auditing.

o May be performed by local agencics;
statc/fcdcral pcrfornance auditing.

o Performed by local agencies, accor-
ding to Federal standards

. Cornputed by local agencies at time
of certification, monitored by state/
Federal ]evels

o Pcrformed by local agencies;
nronitored by State,/FederaI leve1s

o Self-inspection by particip.nt=, 7quality control checks by area

4'
o State option. v,Iould be best per-

formed by local agencies; State
Federal performance auditing.

/
o LocaL agencies assigned prinary

responsibility; spot checks to in-
sure compliancc with State and Fd-
deral ninimm

I
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Chart 1 (continued)

Characteristics Direct Federal State Grant-in-Aid Local Performance

. Program
lnformation

- Housing
lnformation

- Legal Services

4.7 System Perfbrmance
- Monitoring Ongo-
ing Performance

- Evaluation

- Technical
Assistance

- Rosearch and
Devolopment

4.6 AssociatedServices

5.0

5.1

Factors Affecting
Costs of Admin.
Detormining Lwel
of Allowance

a Standardized packages of information
prepared by area offices; local
offices would respond to individual
requests for information.

Given Less e:nphasis than in other
options. Standardized information
prepared by area offices and delivere
:rr group sessions at loca1 offices;
problen cases may bc assj-gned to non-
housing agenries which 'ryc'vide social
services.

a

a Initial hearings held in the area-
wide office, trith appeals handled by
the regional and central offices.
Legal ailvice on dealings srith supp-
Iiers could be handled by area office

. State option. Probably assigned to
local agenci,es, suppLerilented by
material from.State.

. State option. Probably performed
by locaI agency; methods specifj.ed
in State operationaL plan

. State option. Federal regulations
may require hearings and appeals
process operated by State, encourage
that legaI assistance be provided
by local agencies.

o Shared by areawide and local agencies
Gloup sessions conducted by areawide
personnel, individual or small grouP
sessions by loca1 agencies

o Primary responsibility assigned to
local agency. Information about each
Iocal area shared with others through
the areawide agency

r Hearings held, at first instance, at
areawide leve1. Appeals availabLe
at State and Federal Ievels. Legal
assistance for representation with
suppliers available through area-
wide level

. More process than performance
oriented. Ouality control procedures
used to determine whether payments
are accurate ancl timely, and to
reduce any frau4:1:::: a: :isteken
claims. Monitoring the quality of
housing occupied by participants woul
raise particular problems. This
could either be delegated to a state
or local agency, or handled by the
area office of the Pederal Department
administering the direct cash assist-

. 
ance Prograjn.

. Assigned to special evaluation staffs
in area and regional offices. vlould
assess the impact of direct cash
assistance programs on rent burden

- and irnprovement of housing conditions.

o Would only be used if some functions,
such as housing information or in-
spection, were sub-contracted to
State or local agencics.

. llandled by central office. would
rely on information generated by
evaluation staffs in area & regional"
offices. Evaluation and research
design responsibility of central
office.

a Based on the performance of State
agencies. Would include systeniatic
Fedcral and State monitoring in terms
of performance standards for State
and local operatj.onal plans, which
contain specific perfbrmance objec-
tivcs. Eederal concern is mainly
with state performance and state
systems for monitoring locaI
activities.

. Local, State, and Federal perfor-
mances, based on products of statc
information system. More concerned
with policy issues.

o Fedcral and Statc to state and local,
respectively; key factor in progr.rm
peformarrce

o l-ederal project grants and contracts;
state and locaI can participate in
Fed6ral-Iy determined prioriti-es.

a Based on tire pc:fc:;:;c: 3f lccaL
agencies. A set of measures, focus-
ing on participant success, would be
the toundatjon for monitoring efforts
Areawide. Statc arrd Federal levels
involved, with decreasing specificity
for detail but increasing attention
for policy impact at each higher
level

c Areawide, State and Federal leveIs
involved. Based on same data as
monitoring. l'lore attention to
policy questjons. Federal role
dominant.

c Areawide, State. Federal levels in-
vol-ved. Most active at areawide
J.eve1, more expert at higher Levels.

o Primary responsibility of Federal
government. Rescarch design and
evaluation at Federal level, some
research vrork assigned out to State,
local or private agencies. one to
three perccnt of total may be set
aside to be aLlocated to States,
areawide and }ocal agencies wi11ing

. to carry out the research Plans of
the Federal office.

r The more stringent the definition
of income, the more frequently com-
puteal , or the more non-income
.requirements (e.9., a work require-
nent) the higher the administrative
costs. This is particularly true
for the Direat-Federal administration,
because it would require the expan-
sion of local offices.

a s.amc as under Direct Federal. l'lay bc
chcal)er than Local Performance if
requircments are lax; more expensivc
if strict

o Same as under Direct Federal. If '
strict, somewhat cheaper fcir this
alternative because of capability to
deal wj.th diversity. If more Iax,
somewhat more expensj.ve than Direct
Federal or State Grant-in-Aid because
of reLiance on local. offices in
Local Performance.

I
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Chart 1 (continued)

Characteristics Direct Federa! State Grant-in-Aid Local Performance

5,2 Mobility of
Participants

5.3 System Accessi-
bility to Partici-
pants

5.4 Scope and Method
of lnspection

5.5 Lanel and Method
of Associated
Services

5.6 System lnformat-
ion

. High mobility among participants
would drive up Direct Federal costs
substantially. Would require crea-
tion of large local agencies to
follow changes in eligibility and
residence. cou.Id put burden on
participants by requiring them to
report all changes. This may relieve
need for iocal offices. but also
may adversely affect partici.pation
rates.

o Effect on Costs in State Grant-in-
Aid would depend on the capability
of thc local agencies within State.
StaLes which opted for locaI units
with considerable capability would
be l-css affected by mobility.

o wouLd noe be as affected by mobll.ity
as other alternatives. Is desioneri
to be able to deal with diversity and
change.

4

tlqrlr l'r ,kL ffi,'
. Least expensive of the options, un-

less local offjces are expanded to
make system more accessible. In
that case, Direct Federal would
probably be more costly than statc
Grant-in-Aid or Local Performance
because of higher wage scales and
greater overhead costs.

?
.i"{

a Statc option. costs will increase
as sub-state offices are expanded ani
accessbility increased

. The acccssibility of the local agencl'
will be determined by locaI rianagers.
Hov.'ever, in that they are evalua:ei
on horv well they reach their eligible
population, it is expected that '-ae
local- agency will bc rnuch nore
accessible than under the other |-v.'o

administr-Li',. n:.L--..-!i..-r. The
cost of this accessibility will
probably be higher than through less
personal or localized systems.

o h'ould rely on self-inspection and lv
spot checks. would be less effective
than Local Performance or State
Grant-in-Aid because of necessity to
draft extremely broad standards of
housing quality, and a likely limi-
tation on the number of personnel
assigned to this task j.n area or
regional offices. would be least
costly in terms of operating funds.

e Depcncls on provisions of State I)Ian.
Costs probably comparable to Loc.'rl
Performance if local or areawide
offices used in State plan. Tf
inspcctions based on spot checks
or sclf-inspection costs nay be'Iower than Local Performance,
although much ]ess reliable in
terms of improving lrousing.

o rntensity would depend on conditions
of local housing stock. Cost vlouid
come out of loca1 agency budget,
which is set at an arnount per par-
ticipant. Cost for inspection vjould
vary from site to site, but remain
same in aggregatc, as most State
Grant-in-Aid programs.

r Assuming a stress on procedura). goals.
the Direct-FederaI would relv heavilv
on parEicjpants to use ther.r'increcec
purchasing power to find and secure
suitable housing on their own. May
provide standardized packages of pro-
gran, equal opportuni-ty and housing
information. h'ould be less costly
than State crant-i.n-Aid and Local
Performancc

c !.iin j.mum s..+ lrv Fodera l st-andardSi
metlrods and quantities stated in
Statc and local oper:ational plans
Costs uoul-d be comparabl-e to
Direct Federal in states opting
for minimum programsi closer to
Locarl Performarrce if state opted
for higher }evcl of serviccs.

. Intensity would depend on the needs
of thc local population. Cost
would comc out of local agency busge:
which is set at an amcunt per par-
ticipant. Cost would vary from sitc
to sitc. but rchajn sane in aggrcgatc
as most State Grant-in-Aid prograr.is.

r The three systems not comparable alorg
this dimension. Direct Pecleral
would collect different t)'pes of
informatiorr than other oPtions.
Infornation would be keyed to tineli-
ness, amount. and accuracy of Pa7-
ments. This informatiori would bc
collected in the course of doirrg bus-
iness; would not add greatly to Pro-
gram costs,

o l,1ajor, front-end costs are critical.
to ildequate intcrgovernmental infor-
mati<>n. Costs probably greatcr Lha:,
Direct FederaI, Iess than Local
Performance; intcgrated vrith otirer
subsystems in state adninistration.

o May be slightly more expensive than
Direct Federal primarily because of
the annual survey to determine a i
profile of participants, housing
supply, and housj-ng costs.

I
N
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Chart 1 (continued)

Characteristics Direct Federal State Grant-in-Aid Local Performance

5,7 Personnel

6.0 Political
Considerations

6,1 Federal Role

6.2 State Role

6,3 Local Role

o If any housing services and inspec-
tions are carried out, the Direct-
Federal vrould require at least
50,000 f'...i-,..i e,.,yiw1 ees. 1'his makes
thc Direct FeCeral more expcrrsive
than the other two options because
of the higher salary scale in the
federal service.

. 500 t'cdera1, 6, 000 State, 45,000
loc.:1 for 10 million partj-cipants.
Cost savings 'f or this mctlef br:c.rnse
most employees a)ae local. which
means; lowcr s.:1ary costs.

, A very tentative and crude estimate,
based on ]0 million participants.
would be 50,000 employees in the
Ioca1 and areawide agencies, 4,000
to 5,000 in State Governments,2,000
in the Federal coverrment.

a Federal govcrntr,ent vrould be dominant.
Major debates and decisions wouLd
be made within Federal institutions.

. Federa] role dominant in financel
evaluation and system dcsign.
Federa] policy institutions would
focus on these
appeal is in sy
avoidance of bi

issues. PoliticaI
stem control and
g Federal bureaucracy.

, Federal government focuses on setting
starrdards, providing funds. Very
active settlinrJ disputes with o"her
welfare and housing programs for
funds. Questions of eJ-igibility,
housing objectives, l-evel of payf,,ents
and enforcement of anti-discrimina-
tion Iaws would be central in poli-
tical debates.

o State role would be rathcr small.
Governors uould work through congress
or white tlouse to maP,e changes in
direct casll assistance pr:ogram
policy.

. States dominant in decisions about
the adninistration of a Direct Cash
Assistance Program wj-thin their
boundaries. vJould sharc power
$rith Federal ]eveI in decisions on
Program leveI, coveragc and
evaluation system. vJoul.d utilize
State political machincry to adjust
national goals to regional interests,
circumstances.

. Much debate at State level would cen-
ter on extending discrimination
provisions to non-racial categories
especiall-y women. Housing quallty
standards would be debated at State
Ievel. Some J-obbying at Federal
leveI by Governors.

' LittLe role for,locaI elected
. officers.

o Influencc of locaI governnlents would
vary, depending on provisions of
Statc pl.an. As delivery component-
of the system, loca1 units woulcl
advocatc higher benefiLs and
broadened eligii,iiiuy, reder
State,/FederaI controls. l.layors of
big bities and other large local
officials would lobby in states,
Capitals, and in washington.

. Local officials most concerned wi.th
effectiveness of locaI and areawide
agencies. Relatively little Lobby-
ing at Federal level; more pressure
on State Housj-n3 Agency. Real
estate intercsts may be quite active.

o Only interest groups with national
organization and/or influence would
be effective. Interest
pressure would be applie

9rouP
d through

the Congr,
ture, the

essi.onal evaluative struc-
tr'hi te House , and thc vari-

ous professional groups which seem
to work most effectively through
the bureaucracy.

c Federal program desj-gn, standards,
and monitoring reduce povrer of
interest group based at State,/1oca1
leveIs. Significant Washington
lobbying only by nationally organized
groups. State or local groups v,,ou1cl
focgs fit:st on State poHcr centers.
then loca1 administrative structure.

. croups interesLed in pcrformance of
agency v.'ould f ocus on all }evels,
starting vri tLr locaI and areawide
agencies. Grou2s interested in
ch.rnging policy or structure of
Di.rcct Cash,rrssistancc Progran
would focus on Federal governnent.
Groups interested in housing quality
would focus on states.

I(,
o

I

6.4 Special lnterests
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Clrart 1 (continued)

Characteristics Direct Federal State Grant-in-Aid Local Performance

7.0 lntegration With
Related Programs

7.1 Competive
Programs

7.2 Complementary

8.0 Program Respon-
siveness and
Effectiveness

8.1 Measures or lndices
of Effectiveness

8.2 Possible lncentives
lor Responsive
Behavior

8.3 Responsiveness to
Consumers

8.4 Responsiveness to
National Policy

a Competiticn for Federal funds would
be a feature comon to all three
options. This could take form of
direct clashes for funds, or adjust-
ments of eligibilj-ty criteria and
income computations v,'hich would
shift portions of the lov,'income
population from one program to
another. l.loul-d be very little acti-
vity at State or Loca.t levels.

c Competition for funds centers at OI1B
and Congress. Anticipatc State/
local goblcm of collaboration with
existing welfare progr<rms.

r Direct Federal would be rather weII
suited to v,,ori.i)r9 uuu curr-[licting or
incor)sistelrt standards of eligibility
with other programs. It vrould be
nuch weaker in facj.lj-tating (or even
allovring) the integration of services
at the level of the local government
or ttre individual.

a State and Federal governments could
work well- to resolve conflicts
in standards and levels of payments.
Except where States decentralized
rather extensiveLy to local govern-
nents, ttre State Grant-in-Ai.d would
not do as well aS the Local Perfor-
nlance at integraCing servjces at
the local or individual 1evel,

. Integration with other hunan resources
prograns at aII leveIs, but primarily
at Loca.i- and areawide agencies.
These agencies are part of regular
loca1 govcrnments, and have discre-
tion to adjust their program to meet
needs of individuals, localities.

G Direct FeCaral would rely on measures
which indicated effectiveness in
proccssing p.ayments. Performance
indicators would play a lesser ro1e.

. FederaL government would cval-uate
States based on set of perforrnance
indicators. This is an imporl-ant
element in the Statc Grant-in-Ald.
States would have considerablc dis-
cretion in setting up infornation
requirements for Local units.

o A central feature of this optio;. Re-
lies on indicators of part.icipant
success; survei' i1a'-a c: p:of iles of
particit)ants, housing costs and
housing supply. These data give
a fairly cfear picture of the effec-
tiveness oI the Direct Cash Assistanc.
Program.

. Would be fairly difficult to relate
incentives to consumer satisfaction.
Most incentivcs would comr: from
interestcd parties in Congrcss or
!{hite llouse, as thesc are thc most
imediate sources of funds, and there
fore capabl-e of rewarding or punish-
ing a Direct-FederaI administration.

o Negative sanctions may consist''of
public exposure of sub-standard
State/locaI pr.,.rr:rc ^r .utt iltE
off funds through audit exccptions.
Positive iriccntives niay be provided
by offering project grants for
Research and Development to coopera-
tive States.

o Relies on political institutiorrs in
State and loca1 areas. I,ositive i-n-
centives provid.rd through use of
general rcv.Jnue grants to gc-neral
jurisd.icLions in vrhich 1ocal and
areawidc .rgcncies nect pcrformance
standards. l.legativc lnccntirres of
"going pul;Ii-c" v/jth unfavorabfe re-
ports, o)- cutting off all or some
portion of Federal/Stratc funCs.

. May be Ieast responsive, over a
long period, of the three options
considered. Bureaucracy at the local
Ievels is removed from political
pressures of localIy. State and
Federally elected officials. May
bc more responsive to professional
and bureaucratic norms.

G Depends on State PLan. If locally
admininist-cred, State Grant-in-Aid
could be nod()rirtcly responsivc. May bc
constraj-ncd, as many 1oca1 agencies
are. by Fr:deral/State policics and
standards.

o l"lost resporrsive of the thrce alter-
nativcs. Designcd to dcal with diver
sity of individual preferences and
needs.

o Will be responsive to national policy
in eligibility and payment levels.
Itiay be Lcss able to fulfill national
conccrn for responsi.vencss to reg-
ional loca1 or irldividual concc'rns.

o l.Jill be quiLe responsive to National
policy in eligibility, p.lymcl)t leveLs
and overall performancc of States.

o will be sensitive to nationaL policy
in eIigibj.lity, paynent leveIs and
overall perfomancc of locaI agen-
cies.

I(,
P

I

a !:cs+- co:?e'-ition focuded at Federi.l
]evel c'.,er f unds, standards, and
legi-ti:-:c; of Direct Cash Assistance
Progran as an approach to housing,
selfarc po)-icy. I{ay a}so be con-
siderable conpetj-tion with other State
agencies over sett.ing and enforcing
housing standards.
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Chart 1 (continued)

Characteristics Direct Federal State Grant-in-Aid Local Performance

8.5 Responsiveness to
State Policy

8.6 Responsiveness to
Local Policy

8,7 Responsiveness to
Change

. staLc poJ-icy can be felt primarill,
through lobbying efforts in Congrcss
or Executive. In that Fcderal
govcrnment cannot have 50 different
rulcs on €lach matter, considerable
averaging of preferences will
occur. To the extent a State's
intcrcsts vary fron the average,
a Direct Federal v,'oul<1 bc less
rcsponsive than the State Grant-
in-Aid or Loc.:I Perfornance.

a VJill be most responsive to State
policy. The system delegates
important authority to States to
decide how a Di.rect Cash Assistance
Program should be administered.

a Encoure;es S:a:e ac'-io: in settj-ng
stania:is :i i.-:s:r; quaIi.ty, and
involves --:e: deepJ-y in m3nltorj-ng
of lJc3l a:j i=earjjJ agencies.
To the e\--::a::icse a:eas matters
are of i:.teres: to a State, thj-s
system s:11 be rcsponsive.

a For many of satne reasons, Direct
Federal is even more unresponsive to
Iocal policy than it j-s to State
policy. OnIy large local juris-
dj-ctions will be able to lobby for
thcir position in l,iashington.

a Depends on State plan. States may
delegate considerable discretion to
locaI governments. If so, State
Grant-in-Aid wiII be quite responsive
to Iocal policy. without such
delegation, would probably be res-
ponsive only to the large and/or
well organized local jurisdictions.

a Perforra:ce of Local and areawide
agencies respcnsive to locaI
governnents. BroaCer policy issues
dealt with at higher leve1s.

. May ba quite rcsponsj-vc to changes
in national temper or needs. lril-l
bc considerably Lcss responsive
to regional, local or individual
changes.

o llay be quite responsive to changes
at State or Federal levels. Depending
on State plan. may be more or fess
responsive to locaI and individu.ll-
changes.

.r Local and areawj-de agencies have
discretion to make irnediate adjust-
ments to ncet local circumstances -
a major strength of thls alternative
changes at State and Fed(.ral leve1s
would be quite slmilar to other
alternatives, ;i.ir Lire otre advantage
of having better informatj.on on
which to base adjustments or reforrrs

t
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PART II

ANALYSIS OF THREE ADMINISTRATIVE OPTTONS

4.0 DIRECT FEDERAL ADMINISTRATION

4.1 Precedents for Direct-Federal Administration

The concept of direct cash payments by the Federal government
to individuals is not a new one. For example, veteranrs
pension legislation dates back as long ago as 1832.1 The

Social Security Act of 1935 established a vast program of
Federall-y-administered old age and survivor's pensio.r=.2
In addition to pensions, the Federal government also administers
several needs-tested cash transfer programs. One such program,
administered by the Veterans Administration, includes non-
service-connected "pensions" not to be confused with com-

pensati-on for service-incurred disability for aged or
disabled needy veterans and veteran's needy "urvivors.3

lcilbert Y. steiner,
The Brookings Institution,

Fiscal Po CY, Jol-nt Econom

The State of Welfare (Washington:
797L), p. 238.

2Besides the Federalry-administered old age benefits,
the Social Security Act approved in 1935 contained a number
of State-administered grant-in-aid proqrams for unemployment
insurance, dependent children, the needy aged, blind, and
disabled, and improved public health services. Charles
McKinley and Robert W. Frase, Launchingr Social Security
(Madison: The University of Wisconsin Press, L970) -

3sa.i.r"., op. cit., describes this program in chapter-7, pp. 237-279. In fiscal L972, outlays in the Veterans'
pension program totaled about $2.5 bi1lion. See James R.
Storey, "Public Income Transfer Programs: The Incidence of
Multiple Benefits and the Issues Raised by Their Receipt, "
Studies in Public Welfare Pa r No. 5,

c Committee,
Subcommittee on
United States Congress,

December 20, L973, p. 5.
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Beginning January 1, L974, the Social Security Administration
began administering a second major needs-tested income transfer
program, Supplemental Security fncome (SSI), which provides
direct cash assistance to the needy aged, b1ind, and disabled.
SSI replaced similar programs that had been administered by
the States.

Ihe Federal government already directly administers about
70 percent of aIl public income transfer payments, primarily
through OASDI, SSI, Medicare, Veterans' compensation, Veterans'
pensions, and various Federal employee retirement programs.

4.I.1 A Direct Cash Assistance Program More than Cash Transfer

Both the Social Security Administration (SSA) and the Veterans
Administration operate need-based, direct cash assistance
programs through a Federal administrative structure with local
offices across the country. However, these progr^ams.may be

different from a direct cash assistance progr.*ft?"r.r
important respects. F'irst, the eligible participants are the
needy elderly, blind and disabled (SSI), and needy aged or
disabled veterans or needy survivors (VA). Direct federal
administration of programs for these "deserving" and "honorable"
poor is probably not as controversial as for programs for the
larger working and nonworking poor populatiorr.l

f"... when the class of beneficiaries are the deserving
poor (i.e., those society feels need only minimal control),
programs tend to become routinized and federalized. Conversely,
when programs are for the'underserving poor"(those society
feels it must control), they remain highly discretionary and
are administered at the State and 1oca1 1evels." Joel F.
Handler, "Federal-State Interests in Welfare Administration, "
in Studies in Public Welfare, Paper No. 5 (Part 2) , Subcommittee
on Fiscal Policy, Joint Economic Committee, United States Congress,
March 72, L973, p. 2. Handler defines the deserving poor as
those whose condition of poverty is wholIy involuntary (e.9.,
the aged). Steiner describes how Veterans Administration assis-
tance to the needy is considered as an honorable "pensionr " with
entitlement based on wartime service, rather than as relief.

. cit., State of We1fare, Chapter 7.

- 34'
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Second, these income transfers are not earmarked for specific
use, as a housing allowance would be, which simplifies their
administration considerably. Agencies administering income
transfer programs can concentrate on the relatively simple
and uniform determination of eligibility and benefit levels,
and the quick and efficient disbursement of payments without
having to worry about how the recipj-ents actually use the
assistance.Theadministrationofadirectcashassistan""tr-%
program, however, must go beyond a simple income transfer
program, and perform such additional functions as: informing
recipients on how the benefit payments should be used; perhaps
assisting some or all recipients in improving their housing;
assuring that there is no discrimination against recipients;
and minj-mizing Federal subsidization of housing injurious to
health and safety.

4.2 An Overview of a Direct-Federal Option

One alternative in the administration of a direct cash
assistance program is a totally Federal program. The Direct-
Federal option presented in this section is based on some

policy assumptions that seem consistent with current Federal-
practice, but need not necessarily be a part of a direct
Federal administration.

First, this option is organized along functional and regional
Iines.1 Each major function (e.g., payments, audits, field
operations and research and development) constitutes a major
division within the central office, with counterparts in the
regional area and local offices. The central offices supervise
aII functions down to the local offices. The top leadership
group is composed of the agency administrator and the directors
of the major functional areas.

'l-Williamson refers to this type of organization as the
U-form (unitary-form). Oliver E. Williamson, Corporate Control

Englewood Cliffs, N.J.: 1970) .and Business Behavior (
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This type of administrative arrangement is quite different
from the "performance center" patterns adopted in the other
two options. Under those arrangementsr Errr effort is made to
identify centers of activity which can be made relatively
independent for purposes of management and eval-uation. The

State or local governments are designated as performance
centers in the other two options.

Performance centers could be developed in a Direct-Federal
administrative option. Area and/or locaI offices could be

designated as performance centers, and evaluated by relying
on an information system similar to that developed in the
State Grant-In-Aid and Local-Performance options. Primarily,
for reasons of comparison, the performance center adminj-strative
approach is not developed for the Direct-Federal option.

The second major assumption made for the Direct-Federal
option relates to the general pattern in public assistance
programs to "cash them outrr by emphasizing direct payments
and de-emphasizing social services. The Direct-FederaI
option presented de-emphasizes services and concentrates on

the effective handling of payments. This option lends
itself best to making this assumption, although it is quite
possible to design a Dj-rect-Federal option which would attempt
to deliver the same 1evel of individualized services as is
assumed in the Local-Performance option. Butr on the other
hand, a Local-Performance option would probably not be as

effective in a program where services and individual responsive-
ness are de-emphasi-zed.

In the Direct-Federal opt ion, the central office of the hous ing
allowance agency or bureau, located in Washington, directly
administers the program through regional-, area, and local
offices. The Washington office contains the head of the program
and the staffs responsible for research and evaluation,
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development of new policies and regulations, and relations
with the public and Congress. There are one or more large data
processing and payments centers that print and distribute the
monthly benefit checks. The regional offices are primarily
responsible for coordination with other Federal programs and

liaison with State and loca1 governments. The area offices are
the major administrative units of the direct cash assistance
program respon sible for overseeing the local offices where the
direct contacts with recipients occur. (See Figure 3)

An area office contains sections responsible for overall progiram

direction, local office operations, administrative hearings and

appeals, monitoring and evaluation, audit and investi-gations,
and administrative services. Local offices take applications,
determine and verify eligibility and benefit amounts, authorize
payments, and respond to inquiries from the public.

Program publicity and outreach, associated services, equal
opportunity support, and housing quality inspections (if
required) may be handled at either the area or 1ocal leveIs,
depending on their intensity and frequency. For example, if
publicity and services are provided in standardized packages

and formats, they could be more efficj-entIy assigned to spec-
ialized staff in the area offices, if they are designed to
be responsive to locaI1y specific conditions, they could be

more effectively provided by locaI office staff specialists.
Or if housing quality inspections are reguired only on a post-
audit sample basis, they could be handled by inspectors working
out of the area offices, but an intensive code enforcement
approach to upgrade the housing of recipients would be better
handled by housing inspectors working at the loca1 Ieve1.

- 37-
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FIGURE 3

DIRECT-FEDERAL OPTTON

Organization Chart

CENTRAL OFFICE

- Program Head Research and Evaluation
- Policy and Regula- - Relations with Public

tions Development and Congress

PAYMENT CENTERS

- Supervision of Area Offices
- Coordination with Other Fed-

eral Programs and Agencies
in Region

- Liaison with State and Local
Governments in Region

AREA OFI'ICES

Adninistration: Services:
- Supervison of Local

Offices
- Program Monitoring

and' Evaluation
- Program Audit and

fnvestigation
- Administrative Hearings

and Appeals
- Administrative Services

-- Property I,lanagement
-- Purchasing
-- Personnel

- Information Interface with
Other Federal Programs

- Palment Computation
- Check Printing and Distribution
- Data Storage and Retrieval

\- flousing Market Information
and Services (Provided to
Enrollees at Local Offices
on Pre-Scheduled Group Basis)

- Program Outreach
Publicity

- Egual Opportunity
Services

- Housing Quality Inspection
(On Sample Basis)

LOCAL OFFICES

- Basic Program and Equal Opportunity Information
- Enrollment
- Eligibility Determination
- Certification and Recertification
- Provision of Eligibility and Payment Data to

Payment Center
- Housi.ng Quality fnspections

(Information and Services)

PARTICIPATING

HOUSEHOLD

(Data for
computing
Payments to
Parti-ci-
pants )

(Enrollment Data) -
-,
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4.3 Distinctive Characteristics of the Direct-Federal Option

4.3.I Payments and Check Issuance

A single payment formula would be determined at the Federal
leve1 using nationally uniform definitions of disposable
household income. The payment standard used in the formula,
even though it would vary geographically to reflect variations
in the gross cost of housing in various housing markets across
the country, would have to be d.etermined for each housing
market according to uniform Federal procedures and definitions.
The overall transfer cost of the program could be controlled
by changing the payment levels or by changing eligibility
conditions to affect the overall number of recipients. A11

such adjustments would be nationally uniform.

The data processing and payments systems in a national cash
assistance program could be centralized and automated to take
advantage of any scale economies of batch processing. David
Kershaw has proposed such a centralized data processing and

payments system for a national income mai-ntenance program,
claiming that the experience of the income maintenance
experiments indicates that administering monthly cash payments
on the basis of frequently filed income report forms fill-ed
out by participating families is not very difficult.t Income
report forms submitted on a regular basis by participants in
a direct cash assistance program could be certified by the local
offices and received in payment centers where they would be

coded and machine tabulated. The checks would be generated
automatically each month.

Using one of the existing SSA monthly payment systems (either
OASDI orr more appropriately, SSI because it is need-based) may

increase the advantages of centraliztng data processinq, payments
calculations, and check printing because data exchanges with

I See David N
and Operating a Nat
Welfare, paper No.
Economic Committee,

- Kershaw, "Admini-strative rssues in Establishingional Cash Assistance programr " studies in pub1i6
5 (Part 3 ) , Subcommittee on riscffi=
U.S. Congress, March L2, L973.
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other SSA programs would be facilitated. Indeed, SSI program
records could be used to identify potential applicants for a

direct cash assistance program, simplifying the problems of
reaching the elderly and the handicapped. SSI recipients would
only have to supply some additional housing-related information
in order to enroll. Eventually, it would even be possible to
develop a master record with basic information on identification,
income, resources, and other eligibility factors of SSI and direct
cash assistance recipients.

On the other hand, there may be reasons !c! to centralize pay-
ments or to integrate them with an SSA payments system. First,
a highly centralized payment system may not be sufficiently
responsive to a complicated payment formula with varying payment

standards, and a large number of changes in the status of
individ.ual households from month to month. l The scale economies
may simply not materialize if the batch processing is so

complicated by a large number of monthly and retroactive payment

redeterminations (due to household moves or changes in household
income or eliqibility) that, in effect, forms can no longer be

batched. Second, if use of an SSA system is contemplated,
consideration would have to be given to the possibility that
current program operations would be overwhelmed, especially if
the housing allowance program population is much larger than or
different from the current program populations. Another con-
sideration might be in the undesirability of centralizrng so

much personal informatj-on on American citizens in one data
system.

fn sum, one of the advantages of Direct-Federa1 could be the
efficj-ent and economic disbursement of benefits by a highly cen-

Irh" experience of the SSI program may be instructive in
this regard. The conversion of L49 State administered programs
to a single Eederally administered program has been difficult.
Checks have been delayed due to the sheer logistical problems in
enrolling the millions of eligible recipients. rn response to
change in the benefit leve1s, individual payment amounts have
had to be recalculated three times in the first six months of
the program, further adding to the confusion.

40-
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tralized and automated payment system; however this advantagre
may be increasingly reduced by the extent to which the payment

formula is individually responsive and therefore subject to many

monthly individual household benefit changes, rather than "f1at
grant" in nature.

4.3.2 Staff ing and Personnel

As Kershaw has indicated, the conceptual simplicity of direct
cash assistance is not, unfortunately, matched by administrative

1simplicity.* In his influential proposal of a negative income
tax in 1956, Milton Friedman felt that the administrative problems
would be minor, a mere extension of the existing tax system.2
But, in L973, it had become clear on the basis of the income

maintenance experiments that the administration of a national
cash assistance program for five million households, even without
services or restrictions on the use of funds (e.9., a housing
earmark), might entail an administrative structure of about
50,000 Federal employees. It seems likely that a national
housing allowance program for about ten million households may

lKershar, "Administrative Issues..,", op. cit., p. 2.
2rh" 1956 l-ecture proposing a negative income tax to

alleviate poverty is reprinted in }4ilton Friedman, Capitalism
and Freedom (Chicago: University of Chicago Press, aT62, pp.
190-195.

3Kershaw, "Administrative Issues...", op, cit. p, L2,
According to Kershaw, "We have quite reliable data on the staffing
of the local office and payments center. The locaI office in the
Seattle experiment has the same functions which a national (cash
assistance) program's local office would have and requires 3.5
staff members per 11000 families. The national program, in addition,
would have ongoing enrollment, roughly estimated at 20 percent per
year. Accordinglyr w€ increase this estimate of 3.5 by 20 percent
to 4.2 staff members per 1,000 families, which may cover the addition-
aI staff needs. The palments center is very similar to the experi-
mental payments offices, which require 3.4 staff per 1r000 families."
(p.11) a program with five million participants would therefore
have 21r000 local office workers, 17,000 payment center workers,
7,000 sectional offlce workers (similar to the area offices proposed
j-n this paper), 550 regional office staff , and 2,500 staff in the
central office, or a total of 481050 staff at an estimated cost of
$700 to $800 millionr or about $150 per case per year 1p.12)
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require at least that many employees overall because of the
staff requirements which may be imposed by the provision of
services and by Lhe need to enforce the quality earmark, even
if more categorical eligibility and payment rules required less
enrollment and payment personnel. 1

It has been argued consistently in this section that a Direct-
Federal administrative structure of national scope may not be

capable of being hiqhly sensitive to l-ocal housing market or
client variations, but may be suited to promoting procedural
equity in the treatment of participants, i.e., enrolling
participants and disbursing housing allowances to them according
to simplified, categorical-type rules. However, a direct cash
assistance program is a housing as well as a cash transfer
program, and some 1evel of services and housing inspections may

be required, even if the main responsibility for achieving the
housing goals is devolved upon the participants. Services, at
a mj-nimum, will consist of standardized information packages and

housing inspections (if performed) witl entail substantial local
presence.

Basically, then, the Direct-Federal option, os described, would
be more limited in its activities and goals than the other two
options which stress activities to aid and monitor participant
success in securing better housing through more extensive and

flexible services and housing quality approaches, Thus, this
Direct-r'ederal- program would be less costly not only because
there are opportunities to take advantage of certain economies
of scale in particular administrative functions (data processing,
check processing, etc.) but even more because program goals are
Iess ambitious and require some less intensive functions (less
individualized eligibility and payments ruIes, services, and

'l*Comparison of this estimate of staff requirements with
those for the other two administrative options indicates

comparable numbers of staff would be needed, although the dis-
tribution of them among levels of government differs.
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housing inspections) than contemplated in the State and Local
level alternati,res. 1

4.3.3 Monitoring and Quality Control

Area offices could continuously draw and analyze samples of
cases to enable program administrators to identify administrative
and client errors which cause incorrect determinations of
eligibility or benefit levels. This quality control program
Iooks at whether the information contained in the sampled
case records is correct and whether program rules were correctly
applied to this information. The mai-n purpose of quality control
moni-toring is to provide feedback on the effectiveness of
administrative practice and could result in changed rules and

procedures as well as redeterminations of particular cases.

Checking the correctness of determinations of household
eligibility (related to income, assets, family composition,
etc. ) and benefit amount is very different from checking housing
eligibility (which would require actually inspecting housing
units occupied by program participants). These two functions
would probably have to be performed by different units at the
area leve1. Coordination problems arising from the administrative
division of these two functions would be further increased if

1*It seems that the only realj-stic way to make government
functions less costly is to curtail them. Simply improving
their organj-zational structure according to public administra-
tion principles (grouping and consolj-dating major functions
to prevent duplication and overl.p, etc. ) as proposed by the
Brownlow and Hoover Commissions may improve their efficiency
and manageability, but not their economy. See Bernard Schaffer,o'Brownlo$/ or Brookings: Approaches to the Improvement of the
Machinery of Governmentr" in his The Administrative Factor:
Papers in Organization, Politics, and Developmqnt (London:
Frank Cass , 1973) , pp. 77-103,
and Power op. cit., p. L2.
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they were to be assigned to different agencies. I

4.3.4 Evaluation

Some argue that Direct-Federal administration should concentrate
on the procedural goals of efficient cash transfer and impartial
treatment of cIj-ents. The achievement of housing goals that is,
improving the housing of participants and maintaining or upgrading

' the housing stock - is left to the participa nts and the response

of suppliers. Program evaluation goes beyond the monitoring of

-

administrative activities, however, to see what the effect of the
direct cash assistance program is on these ulti-mate goals.2
Evaluation assesses the outcomes of both agency and participant
activities.

Eval-uations would be performed at the area 1eve1 by monitoring
and evaluation staffs and at the central office by a research
and evaluation unit. Evaluating the impact of the program on

the housing of participants will be relatively easier than
evaluating the independent impact of the program on the housing
stock and on those who are not participating in the program.

or example, in a draftscenario prepared by a HUD,/SSA
Task Force to determine the feasibility of administering a direct
cash assistance program with HUD and SSA, household eligibility
quality assurance is assigned to SSA and housing quality assurance
to HUD. HUD, in turn, frdy handle housing eligibility verification
directly through its area offices or delegate it to the States.
Tn either case, inspectors would send a written notice to the SSA
district office if a housing unit did not meet requirements. Co-
ordination problems will arise to the extent that there are time
lags between the beginning of payments by SSA and HUD inspection of
a household's housing unit, between notice by HUD inspectors to SSA
that a household unit has failed and the stopping of payments by
SSA, and between subsequent inspections by HUD and resumption of
payments by SSA if the household upgrades its housing or moves.
This is an example of the difficulty in separating payments and
services in a cash assistance program; the payments and housing
inspection functions need to be sequentially coordinated for the
earmark to work.

2According to Rein and Rabinovitz, monitoring is concerned
with whether administrative practice complies with the rules;
evaluation is concerned witfr whether practice produces results.
Martin Rein and Francine Rabinovitz, "Toward a Theory of Implemen-
tation, " unpublished paper, MIT , L9'7 4 , p. 15 .

\
\
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Major Issues in a Direct-Federa1 Option

Without actual experience in the administration of a direct
cash assistance program for housing with the Direct-Federal
option, it is difficult to accurately judge its strengths
and weaknesses. The following are some of the "perceived"
advantages and disadvantages of a Direct-Federal approach.

Advantages

Comprehensive coverage of eligible population would
be ensured from the start and would not rely on
voluntary partici-pation of State or local governments.

,rft'
d^,t

T. o

o

1

Equitable admi4istration in which "like cases are
treated alike"- throughout the country.

uniform treatment of income and assets
uniform eligibility conditions
single payment formula (however, size of
payment would be conditioned by income,
family size, and relative cost of decent
housing in an area)
no overlaps or gaps in program coverage

o Ef ficient administration
single bureaucracy instead of many (unless
more than one Federal department is involved
i-n program administration)
sirnplified and consistent rules and procedures
easier coordination or integration with other
Federal housing-related programs and policies
provides comparable administration with SSI
and an opportunity to integrate the two
administrative structures

lorironr and A1aska, for example, do not participate
in the Medicaid program; Nevada did not participate in the
Aid to the Partially and Totally Disabled program (now
superseded by the Federally-administered Supplemental
Security Income Program).

)-The phrase is used by Derthick in her account of the
Federal governmentrs frustrations in promoting the equitable
administration of public welfare by the States. See Martha
Derthick, The Influence of Federal Grants (Cambridge: Harvard
University Press, :..97A) , 7L. A staff study for the Joint
Economic Committee also describes some of the problems in
administering welfare equitably. See Sharon Galm, "Issues in
Welfare Administration: Welfare - An Administrative Nightmare,"
Studies in Public Welfare No. 5 (Part I), Subcommittee on
Fiscar eolicy of the JEa;congress of the u.s., Dec. 3L, Lg7z.
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Professional administration
merit selection lof personnel through civil service
impartiality in .dealing with recipients
respect for dignity and rights of recipients
thorough and accurate task performance
efficient conduct of government business

High fiscal integrity
lowest cost option, because it
emphasize cash payments rather

is designed to
than services

Disadvantages

o

o

o

Add greatly to "presence" or visibilit.y of Federal
government in local areas (comparable to, but more
controversial than, the Post Office and Social
Security district and branch offices).

The failure to provide a higher level of services
to participants may lead to a diversion of housing
payments into non-housing areas, or to a high rate
of participant failure in housing search.

The increas.ed efficiency of single Eederal administrative
system could be largely vitiated if the program relies
upo.r cooperation of more than one Federal department.'

1_.*It is frequently assumed irr discussions of intergovern-
mental programs that the Federal government is a centralized
organization with a high degree of internal agreement on goals
and which acts consistently on issues and programs. fn reality,
the Federal government is a conglamerate of semi-autonomous,
semi-aIlied departments and bureaus that do not necessarily
coordinate their activities nationally. Harold Seidman has
attributed the general lack of effective operational coordination
among Federal departments to the sheer size of the Federal
establishment, the growing complexity and compartmentalized
character of Federal programs, differences among professional
groups, and, most of all, the lack of a clear sense of policy
direction in the White House and Congress. Both Seidman and
Martha Derthick have discussed the weak powers the Office of
Management and Budget (OMe) as the central coordinator of
Federal agency operations and the inability of interagency
coordi-nating councils to resolve conflicts. OMB derives its
power from the negative functions of budget review and legislative
clearance, and this power is not easily used in settling policy
and jurisdictional disputes between Federal agencies at the point
of actual operations. Interagency committees tend to avoid
conflict, are paralyzed by the confLicts they cannot avoid, and
busy themselves with matters of marginal interest, and. threat,
to the member agencies. U1timately, the failure of interagency
coordination in the Federal government derives from the lack
of authoritative decision-making power sufficient to settle
disputes in the face of important goal conflicts. Harold
Seidman, Politics, Position, and Power: The Dynamics of
Eederal O , 1970),
Ch. 6. Martha Derthick, Between State and Nation Washington,

ch. 9.D.C. : Brookings , L97 4) ,
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Of particular importance in the analysis of the Direct-
Federal option is the consideration of:

. Whether the Direct-Federal approach is more compatible
with some proqram goals than with others"

. How effectively it will deal with diverse circumstances.

o What means may be used for ensuri-ng housing quality, and

a for a

4.4.I Trade-Off Between Uniformity and Flexibllity

The main strength of Direct Federal i-s its capacity for uniform
and consistent procedures and treatment of clients (e.9.,
procedural equity). Unj-form procedures and equitable treatment
of clients eliminates many of the cofltrnon criticisms of needs-
based welfare administration discretionary decisions by
individual administrators that appear to be arbitrary,
judgrmental, and unreasonable, resulting in differential
payments to like households.l on the other hand, direct
Federal administration on a large sca1e, faced with complex
variations in cl-ient and housing market conditj-ons across the
country, would be limited in its capacity for flexibility
in outreach, in determination of housing quality, in kinds and

mixes of services, in individualized treatment of households.
Further, the vast extent of the administrative structure
itself would limit flexibility and necessitate standardization
and routinization in order to ensure administrative control
and responsiveness.

I Even sor a study of SSI, for example, concluded that
Federalization of the state programs for the aged, b1ind, and
disabled would not escape al-l of these criticisms because the
recipients' personal prj-vacy and dignity would sti11 be invaded
by examinations of family relationships, living arrangements,
sources of income, and uses of funds. "The New Supplemental
Security Income Program - Impact on Current Benefits and
Unresolved Issuesr" Studies j-n Public Welfare No. 10, Sub-
committee on Fiscal Policy, Joint Economic Committee, United
States Congress, October '7, L973.

If the Dj-rect-Federal option may be appropriate
program for serving the elderly poor.
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4.4.2 Poverty Reduction or Housing fmprovement

If it is accepted that the tendency and strength of Federal
administration is procedural uniformity and impartial treatment
of program participants, and that the weakness of Federal
administration is its inability to adapt to special conditions
and needs, it follows that Direct Federal is more compatible
with a direct cash assistance program that takes efficient cash
transfer as its major operative goal than with a program whose
prj-ncipal goal is to upgrade the housing of individual
participants. The latter proqram goal implies a great deal
of administrative flexibility to adapt the program to widely
different 1ocal housi-ng markets.

A program that concentrates on getting the monthly benefit
checks out quickly and accurately will have an immediate
impact on the reduction of rent burdens ,5t is also 1ike1y
to have some positive effect on the housing stock, but this
effect would be indirect.

4. 4. 3 Handli@ Geogrqphlc Conditions

Local housing conditions vary widely across the country and

over time in any one locality. These variations include the
amount and type of housi-ng stock, vacancy rates, cost, location
and other key variables. Attitudes about participation and

toward participants in government aid programs also vary
locaI1y and by demographic aroup. The ability to function
in a direct cash assistance program will differ according
to individual circumstances. Race and ethnic barriers to housing
market mobility will vary geographically. In sum, the
implementation of a direct cash assistance program will
take place in a complexly varied environment.

It may not be practical for the Federal government to directly
administer a direct cash assistance program with enough
flexibility to adapt to these widely varying conditions. It
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t
I might be impossible for the administrators of such a program

to gather and update information needed to respond to l-oca1
needs. Political decentralization to the States or to loca1.
governments (the second and third options discussed in this
paper) would encounter the same problems, but would be

responsible to a constituency. The loca1 offices of a Federally
administered program would, in effect, set their own goals and

explore their own approaches to loca1 condj-tions without being
accountable either to 1ocal residents or directly to the
Federal government.

government to administer a highly decentralized program that
can ad t to local-I v and special client
needs consistent with Federal standards. Therefore, it may

- 49-

It may be argued that it is not possible for any level of-

be desirable for the Federal government to administer the
program with reference to more limited, but practical, qoals
that stress uniformity of procedures and treatment of
recipients. This approach would delegate the troublesome
problems of choosing and achieving ultimate program goals
to the participants, which, it may be argued, is desirable
in any case. The Federal government would be left with the
more appropriate tasks of uniform determinations of eligibility
and benefit leve1s and the timely and accurate issuance of
benefit checks. Again, the key issue here is the trade-off
between this efficient and equitable procedural uniformity
and the increased likelihood that some families will be

unable to find suitable housing without individualized assistance
and services.



4.4.4 Setting and Enforcing Housinq Quality Requirements

Housing quality requirements would be set at the Federal level.
These requirements could be nationally uniform or vary by

market area, but it would be difficult for the Federal govern-
ment to impose more than minimal heal-th and safety requirements
without risking rigidity, unenforceability, and administrative
problems.

High housing quality requirements would limit the stock of
potentially suitable housing and create incentives to subvert
the standards. If asked to perform self-inspections, recipients
who find it difficult to locate suitable housing could be

tempted to pass unsuitable housing i-n order to receive program
benefits. Inspectors could also be led to pass nonstandard
housi-ng to the extent that they felt particular housing units
were "good enough" and the alternative was depriving many

deserving households of the benefits of the program through no

-.- 
1{

fault of their o!in. It would thus be administratively difficult
to enforce housing quality requirements higher than those that
are felt to ensure mi-nimum health and safety.

On the other hand, administering minimum health and safety
requirements could also present problems. The direct cash
assistance program could be criticized for its 1ow standards
while perhaps inflating housing costs. The administrative
problem here would be to prevent exploitation of recipients
by slum landlords who may make only marginal improvements in
order to receive higher rents from program recipients.

In sum (regardless of the administrative option used), the
administration of high housl-ng quality reguirements has to guard
against subversion by inspectors, whether recipients or program
staff; the administration of low housing quality standards
has to guard against exploitation of recipients by owners
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and builders. 1

The simplicity-complexity dimension of housing quality require-
ments has implications for the practicality of self-inspection
methods in addition to the high-Iow dimensj-on just discussed.
If there are no incentives to "bend" the requirements on purpose,
would they be nonetheless too complex to be applied correctly
by non-experts? On the other hand, a few simple criteria may

not fairly evaluate the overall or "real" suitability of a housing
unit and lead to arbitrary inclusions and exclusions from the
program. Even a rating system of housing inspections, which
assigns penalty points to various categories of violations and

results in a balanced overall housing quality score, turns out

lscott Greer has described the prohrlems the Urban
Renewal Administration faced in enforcing the Workable Program,
which included a requirement of "adequate" local code enforce-
mentr ds a condition for the approval of urban renewal projects.
Urban Renewal and American Cities (f

eno a ,a ug
ndianapolis: Bobbs-Merril1,
ing codes have been on the

books for some time, they have not been used effectively because
tocal political structures find it difficult to take action on
housing stock maintenance that is rational for the community as
a who1e. Greer related this weakness to moral confusion over
what the norms should be, that is, the enforcers themselves are
not convinced of the rightness of a single housing code in all
concrete situations 1p.36). Thus, the process of code enforcement
creates severe strains for city agencies which they ease by
selectively enforcing the code by areas within the city and by
using different standards for what they conceive as different
kinds of people, neighborhoods, and housing 1p.49). Rosenblatt
has described in great detail how inspectors can (and do, given
the moral confusion and practical problems in applying a housing
code titerally) exercise their discretion to selectively enforce
the code while appearing to be non-d,iscretionary and professional.
See JoeI A. Rosenblatt, Housing Code Enforcement and Administration:
An Organizational and Politcal Analysis, (unpublished Doctoral

re pp. tB4-278.
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to be difficult, and in the end arbitrary, to administer. 1

Fina1ly, the administration of housing inspections will depend
greatly on which program goal is emphasized. If the goal of
timely and efficient transfer of housing allowances to low-
income households is emphasized, Direet Federal could rely
primarily on self-inspections by participants according to
simple minimum criteria. The assumption behind this program
goal and inspection method is that participating households
are capable of finding housing in the market of their own and

of evaluating it against the prescribed housing quality
criteria without error or bias. Housing quality inspections
could be performed by area office field staff on a post-audit
sample basis to protect the program against criticisms that
it is subsidizLng slum housing.

If the goal of housing stock maintenance and upgrading is
emphasized, it would be desirable to inspect all housing
occupied by applicants before they are determined to be

eligible for payments. Furthermore, the requirements would
be relatively higher and more complex in order to encouragie

maintenance, if not upgrading, and would therefore have to be

performed by housing inspection specialists. These housing

Ith. Philadelphia housing code manual lists 143 possible
violati-ons and the various degrees of seriousness, and there-
fore penalty points, they represent. In i:heory, the housing
inspectors are non-discretionary agents who mechanically and
efficiently apply predetermined criteria to every case. In
practice, judging such violations as "structural deterioration"
is not at aI1 straightforward and reguires a great deal of dis-
cretion which is exercised to, on the one hand, avoid citing
housing as unfit, and on the other hand, to work out "reasonable"
repairs with landlords. The result is that the inspection agency
tolerates the existence of much substandard housing that is not
outright dangerous to health and safety in order to avoid
forcing owners to abandon their buildings. See Rosenblatt's
description of this process in Housing Code Enforcement and
Administration, ibid.
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specialists would be assigned to the local offices, and their
work would be monitored through spot checks. The performance
of such a discretionary and judgmental task as housing
inspection by a Federal agency may concern some policy-makers.I
Responsiveness Lo local political institutions may encourage
inspectors to learn and respect local preferences and practices.
On the other hand, independence from loca1 political pressures
may facilitate a more vigorous enforcement of standards.

1_.-There are two major advantages to either of the
intergovernmental alternatives with respect to inspection:
(f) they permit the Federal government to address the housing
quality issue without accepting the direct responsibility for
it and (2) they open possibilities for local practices to
differ in response to differences in a housing market supply.
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4.4.5 A Program for the Elderly

A direct cash assistance program could be a universal entitle-
ment program for all low-income citizens in housing of suitable
quality or iL could be limited to the low-j-ncome ,eIder1y. There
are several reasons why Direct-Federa1 administration of a direct
cash assistance program would be more appropriate if the benefits
were restricted to a group such as the elderly. First, the
eligible population would be smaller in overall size, which
would reduce the adminj-strative burden, especially if the pro-
gram were run through an existing Federal administrative strueture
such as the Social Security Administration's Bureau of District
Office Operations which already serves many elderly potentially
eligible for a direct cash assistance program.

Second, the elderly as a group are often considered more homogeneous

in their housing needs and thus may require less adnr-inistrative flexiJ:i1ity
in this respect. For example, most elderly-headed households
usually contain only one or two persons. Therefore, they do not
face the special problems of finding large suitable housing
units. Recent reports indicate that by far the most serious
housing problem of the elderly renters is the financial squeeze
caused by excessive rent burdens.l Few of the elderly live j-n

overcrowded housing because most of their households are smaI1.

Some do occupy physi-calIy substandard housing, especially
elderly blacks. Thus, for many, probably most, participati-ng
elderly households, a direct cash assistance program maY

effectively be a pure income transfer program providing relief
from the burdens of high housing costs rather than a program

1Arthur P.Solomon et a1., Analysis of Selected Census and
Welfare Program Data to Determine Relation of Household Character-
istics, Housing Market Characteristics, and Administrative WgfECr-g
Policies to a Direct Housing Asplqtanc_e Program, Draft-Fina1 Report,
JuIy 31, L974, Joint Center for Urban Studies of MIT and Harvard,
pp. 2-32 to 2-34. See also "Eligibility in a Direct Cash Assj-stance
Programr" (Abt Associates, August, 1974) p. 10. Data on housing
cost burdens are only available for renters. The definition of
substandard housing reflects minimal criteria based upon reported
Census characteristics.
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improving their physical irousing conditions. I

Third, the elderly face a less severe housing market even if
they move. A survey of the administering agency staffs in the
Administrative Agency Experiment found general agreement that
landlords were more receptive to elderly participants because
they were considered to be quiet, reliable in paying rent, and

less 1ikeIy to ask for numerous repairs or to take landlords to
court.

It may also be speculated that the private housing market
would be more responsive Lo the elderly demand for small
(efficiency and one bedroom) housing units than the demand of
large families for multiple bedroom units.

Fourth, Direct-Federal administration of a direct cash assistance
program for the elderly is consistent with the historical trend
toward Lhe federalization of cash assistance programs for the
elderly (althoug h services for the elderl y remain State-
administered). It appears that Federal administration of
income transfer programs for the "deserving" poor like the
elderly is not as controversial as those for households
perceived as voluntarily poor (witness the fate of Family
Assistance Proposal and H.R. 1 in this respect). Therefore,
a direct cash assistance progfram for the elderly would be

less likely to be perceived as a "welfare" program both by the
qeneral public and by elderly participants (who might other-
wise be deterred from participating in a general Iow-income
program because of its possible welfare image.

While Direct-Federal for the elderly may be appropri.!", it
does not necessarily fol1ow that a program for all income-
eligible households should begin with an elderly phase-in.
For one thing, the administrative structure for an elderly
direct cash assistance program would be different in important
respects from that suitable for a much larger, more diverse

I-A special study of the elderly households who applied in
the Adminislrative Agency Experiment is being conducted to provide
detaited information with which to assess the housing needs of the
elderly and the suitability of a direct cash assistance program for
them.
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population. fn particular, it is not clear that it woutd make

sense to expand a direct cash assistance program for the
eIderly, administered through the Social Security district
office structure in conjunction with SSI, to include the much

larger, non-e1der1y income-e1igib1e population. For another
thing, it is not likely that the political credit earned by a

successful elderly direct cash assistance program could be

used to gain approval and acceptance of a larger program, given
the public perception of the non-e1der1y as distinguished from
the elderly poor. It is entirely possible that Congress, as it did
with H.R. l, would view proposals for housing allowances for
the elderly and the non-eIderIy quite differently. l

Finally, given the likelihood that a housing allowance for the
elderly would in practice be an income transfer program anyway,
a more appropriate program to achieve housing goals for the
elderly might be a more adequate mj-nimum income via SSI, or some

other guaranteed income approach.

1_-According to Moynihan, federalization of the "adu1t"
welfare categories (Old-Age Assistance, Aid to the Blind, and
Aid to the Permanently and Totally Disabled) was made part of
the Nixon Administrationfs family assj-stance proposals from the
beginning for political as well as equity reasons. "These were
"deserving poorr" and they were voters. Congress would want very
much to associate any transformation of the AFDC program with
improvements in these categories a1so." Daniel P. Moynihan,
Politics of a Guaranteed fncome: The Nixon Administration and
tbg_le4lly_Aqqistance Plan (Ilew York: Vintage, 1973) , p. I9B .
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4.5 Conclusion

Direct Federal administrationr ;rs exemplified by the Social
Security Administration, is more conducive to the uniform
and impartial treatment of client households and to the
efficient and uncomplicated transfer of Federal cash to
qualified households. The key issue in Direct Federal as

we have dj-scussed it. in this opti-on, is the trade-of f between
procedural uniformity and a system which is sufficiently
flexible to help individual households secure suitable
housing. Even with the added purchasi-ng power of allowances,
certain households with special needs or in difficult housing
markets will be unsuccessful j-n finding an acceptable unit.

The Social Securi-ty and Veterans income transfer programs
do not face this trade-off as sharply, because they do not
have a goal beyond that of delivering benefit payments
efficiently and fairly. These programs do not specify any
goals regarding the ultimate use of the payments (i.e., €rn

earmark), while the use of payments for housing services is
clearly the intended goal of a direct cash assistance program.

The trade-off issue may be resolved with reference to
practicality. If the model of SSI is followed, is it possible
for a Direct-Federal system to achieve outcome equity? Or,
with reference to value: Is the goal of improving housing
effectively advanced by Direct-Federal administration? Or,
with reference to the intended beneficiaries: Will a Direct-
Federal option only be effective if it is restricted to a

relatively homogeneous group such as the elder1y, which can
be treated uniformly.

ft may seem reasonable to expect the Federal giovernment to
develop an administrative system that stresses uni-formity.
This has been the thrust of most discussions about Direct
Federal for a direct cash assistance program. Perhaps a
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DirecL-Federal system based on the notions of performance
centers would have enough flexibility to promote uniform
participant success under widely different conditions. It
may be practical to design a highly decentralized administra-
tive system, such as the Local-Performance option, that
could adapt to the different problems faced by participants
in different areas. But it does not seem as appropriate for
the Federal government itself to administer such a system
because (1) the intrusion of the Federal government into
the allocation of local housing may alarm many State and loca1
officials and (2) a Federal bureaucracy operating at the local
level may be more responsive to bureaucratic and professional
incentives than the political and community incentives felt
by State and 1ocal officials.

In conclusion, the choice of an administrative alternative
may affect the choice of goa1s. For a direct cash assistance
program, the intended impact may be (1) to reduce the housing
cost burden borne by the poor, (2) to place as many of the
eligible population as possible in acceptable housing r ot
(3) to upgrade the quality of the housing. If the Direct-
Federal option we have outlined is used, the major impact of
the program will probably be to reduce the housing cost burden.
Federal administration seems most appropriate for this goal,
which is enhanced by procedural uniformity and efficiency.
To upgrade housing quali-ty or to concentrate on placing house-
holds may require a capabilit.y to make fine-grained adjustments
to individual preferences, 1oca1 housing market conditions,
local patterns of racial discrimination, and local attitudes
toward government programs and thej-r participants. This
Direct-Federal option does not seem well-suited for such
adj ustments.
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5.0 STA.TE GRANT-IN-AID, INTERGOVERNMENTAL ADMINISTRATIVE

OPTION

5.1 Precedents for Grant-In-Aid Programs

A workable alternative for administering housing allowances is
an intergrovernmental grant-in-aid process, administered through
the States. The option is developed from existing programs of
size and complexity comparabl-e to the prospective direct cash

assistance programs and in part as an abstraction, based on

successes, failures, and operational problems of existing
or precedent programs.

The State grant-in-aid option offered here is not significantly
different j-n its legj-slative base and fiscal process from
many other multi-billion dollar programs. Some of these pro-
grams have operated for more than thirty years and others are
relatively new, having been established in the 1960's. The

followj-ng discussion provides four examples of these programs.

5.1.1 Aid to Families with Dependent Children

This program currently administered by the Socia1 Rehabilitation
Services agency in HEW was established in the 1930 I s to provide
cash assistance to widows and orphans. It has been expanded to
include additional groups and now serves several million persons
at a cost of several billion dollars per annum, appropriated on

an open-end basis. Recipients of program benefits are mainly
children j-n households where the father is not present, although
some states include unemployed fathers. Controversy has attended
this program because its increasing size and cost, the widely
held opinion that peopte "on welfare" are parasitic loafers,
rumors of widespread fraud, and disparate levels and conditions
of payments among the states. Some programs are state administered
and others are administered Ioca11y under state supervision.
States pay approximately half of the administrative costs and

share in cash payments in a range of approximately 20 percent
to 50 percent.
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Controversy stems from misinformation or ignorance and a deeply
ingrained cultural bias toward self-sufficiency and against
"getting something for nothing". Often the severest critics
are ignorant of the fact that approximately 75 percent of the
beneficiaries are minor children and that adult recipients are
mainly mothers with young children. Despite studies which show

that many "welfare mothers" do work, usually at or below the
minimum wage, and others are eager to work, the sterotype

1perslsts.

A11 states participate in the program but the program mix and

Ievels of payment vary widely. Some states provide extensive
social services in connection with AFDC while other states
provide only the services required by Federal statutes and

regulations. States with 1ow per capita income usually pay

the lowest benefits, around $100 per month for a family of
four. A few of the more affluent states pay nearly three Limes

that amount for a comparable family. Federal initiatives in
recent years include a "quality control" program. This process
involves f'ederal review of a sample of cases to ascertain
whether the family is eligible, currently certified, and

receiving the proper amount of payments. Error rates in L973

averaged approximately 15 percent. Comparatively, cases of
fraud are relatively few, though highly publicized. Errors which

cause underpayment or overpayment count whether the amount is
Iarge or insignificant. Errors occur mainly for the following
reasons:

lt"ticha.l C. Barth et aI., op. cit., pp. 62-3 cite three
sources of evidence for tE-tEUor forEe attachment of the welfare
population. The latest Census data available indicate that ALZ
of the women who headed low-i-ncome families worked in L97L, 1BU

of those worki-ng did so full time year round. A study of AFDC
recipients has indicated a high motivation to work. David S.
Franklin, "A Longitudinal Study for I{IN Dropouts: Program and
Pclicy Impli-catio.,-is," University of Southern California, IApriI
L972). Si-milarly, a Brookings Institution study has shown that
the commitment to work among welfare mothers was as strong as
(or perhaps stronger than) that among nonwelfare recipients.
Leonard Goodwin, Do the Poor Really Want to Work? [Washington,
D.C.: The Brookings Inst@
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Exceed 1
prov S ons govern

lex re ations, especially
income andg srega of

imputed income;

Judg4ents of intake workers about the value
of things owned or services provided to a
family;

S-implg mlscel-culations, frequently attributed
to th heavy caseloads;

Incomplete or erronous information suppliedffiffi;
a

a Tnsufficient staff and inadequate methods for
@g current eligibility
information.

This program was included in various "Welfare Reform" proposals
of the past five years. other programmatic elements e.9.,
Aid to the Blind and Old Age Assistance -- were federalized in SSI but

AFDC remains as an intergovernmental program. The certainty of
added Federal cost, adverse public opinion, and objections by

some States to federalization were the principal reasons for
continuance of the grant-in-aid scheme.

5.L.2 Medicaid

This program j-s related to AFDC and other public assistance programs in
that eligibility for these programs makes recipients eligible
for medical services. This means millions of eligibles and

expenditures of several billion dollars annually under an open-end
appropriation. Services usually are obtained in the rnarketplace. The State

or 1ocaI jurisdiction pays the vendor for medical products and

services. States share administrative and health service costs
with the Federal Government. Legislation in L967 provided an

addition for poor children caIled "Early And Periodic Screening,
Diagnosis, and Treatment" (EPSDT). Because of major cost and

service supply problems, neither Federal nor State governments
took significant action to implement the program for several
years. Court actions and Congressional pressure raised the
priority of implementation in 1974. Federal, State, and Ioca1
staff currently are being employed to implement the EPSDT program.
Legislation in L974 provided a penalty of 1 percent per month

of AFDC funds if a State failed to implement EPSDT.
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The principal controversies around Medicaid are modificati-on
of free enterprise in medical practice (i.e., fee schedules and

the like), enormous Medicaid incomes of some practitioners with
heavy caseloads of poor people, and failure of Federal administrators
to promulgate and enforce policies. Concerning the last of these
complaints, the Federal Government in J-972 and 1973 clarified
policy on safety factors in nursing homes and initiated
vigorous enforcement action through the States. Ivlany sub-
standard nursi-ng homes corrected deficiencies or were closed
by the States, which have the licensure authority.

5.1.3 Work Incentive Program (WIN).

This progiram, jointly administered by HEW and DOL, also is
related to public assistance. It selects some of the relatively
few able-bodied persons in the welfare caseload, provides
training and other servicesr and attempts to place them j-n a
job. The program has a high cost per trainee, only modest
success in placement, and applies to very few of the total
welfare caseload. The principal deficiency is that jobs are
not available. Trainees are usually young, minority group
members, female and unskilled. The charge of "creaming" is
justifiably made against this program because it admittedly
selects persons who are most likely to be employable with a

mj-nimum of training and services.

5.1.4 Vocational Rehabilitation (Vn1 .

This program has a legislative base independent of the Social-
Security Act. Its purpose is to restore disabled persons to
employable status and to assist these persons to find and keep
jobs. VR has an annual Federal budget of approximately $750
million. Grants to States provide for medical restoration,
training, and. other services to participants. The principal
controversies surrounding VR derive from a tendency to cream

the eligible population. VR has an history of refusing to serve
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the welfare population or other persons who are difficult to
rehabilitate. The Federal program is organizationally placed
in cl-ose relation to the welfare programs of SRS-HEW, but in
most states, organizational placement is in the Department of
Education. States and other special interest groups have

repeatedly brought national pressure to move the VR program
out of the Federal welfare complex. Those efforts, mainly
applied to Congress, seem likely to succeed in 1974.

Although no existing program adequately demonstrates the
performance standards and information system which distinguishing
features of the proposed state grant-in-aid option for a direct
cash assistance program, the Vocational RehabiLitation program
is closest both in terms of programmatic goals and standards,
and its intergovernmental informational process. Goals are
set collaboratively on an annual basis between Federal and State
administrators. Policies are reasonably clear and simple Lo

follow. In addition to formula grants, special project grants
are used as incentives and resources for program development
and experimentation.

5.2 An Overview of the State Grant-fn-Aid Option:
A New Model for State Administration

The option presented is substantially different from existing
grant-in-aid program operations in two respects which will be

explored later. qffS!-r_ e4Jorceable contracts would be negotiated
witn States to meet certain pre-established programmatic performance
standards. Second, dD intergovernmental information system could
be designed an_d i:nplemented qs_aq integral part qf _the lregrernl

tlajor characteristics of this option are revealed in its goa1s,
organizational structure, and major elements of process. The

broad goals to which this administrative system are best suited
are: to upgrade housing for low-income persons; and to generate
capability to tqte qn{ local governments and the private sector
to provide quality housing for low-income groups.
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Organizational structure is shown in Figure 4. Radical departure
from existing grant-in-aid programs is not required, nor is extreme

variance particularly desirable. The Federal structure consists of
executive offices in Washington and ten regional offices. The

headquarters organization is headed by an Assistant Secretary, who

delegates to HUD Regional Administrators authority for Federa'l pro-
gram management in their respective regions. The HUD Regional
Administrator (RA) in turn delegates authority to an Assistant
RA for a direct cash assistance program, who manages the day-to-day
work with states. This arrangement appears to be compatible with
existing HUD organizational structure.

The headquarters units are organized according to functions:
Technical Assistance; Research and Development; Publ-ic Information;
program InformaLion and Analysis; and Financial Management. Audit
and Iegal counsel are provided by consolidated units in the

Office of the Secretary, HUD.

State organizations are heavily impacted by the Grant-in-Aid
option. Lacking existing capability, most States would
need to create an agency to handle the grant-aided activity.
This new organization might be a separate cabinet department or
a component of the umbrella-type "department of human resources,"
or an equivalent agency. A few States (i.e., governors) might
choose to distribute responsibility for specific functions amongi

existing agencies. The assumption in this paper is that thg
Governor will establish or adapt a sj-nqle State aqency for
management of housing_ programs. State organizations will

agency in structure andusually be similar to the Federal
major functions.

The organizational structure shown in Figure 4 assumes no

intervening layers of administration between HUD regional
offices and the States, and between the State direct cash
assistance program offices and loca1 units. The organizational
concept is not changed if such organizational uniLs are
inserted. The local organization ildy, depending on the State
plan, also be structured according to its basic programmatic
functions. Information and Outreach, Special Services,
Certification and Enrollment, Program Information and Analysis,
and Inspection are useful l-abels for the major units.
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The major problem in organizing this intergovernmental program
is not the formal structural arrangement. Any one of several
organLzational patterns probably would work. States would, for
instance, have the option to structure their interrelationshj-p
with local units in any way they wanted. Figure 4 merely shows

one possibility. The critical problem is to define and

differentiate the roles and interdependencies in the three
elements of the federal system -- Federal, State, and local.
This step is essential to a division of labor, the development
of intergovernmental interdependencies, and the systematic
enforcement of performance expectations.

High valuation of the State as a crucial element of the Federal
system is implicit in this administrative al-ternative. The State
is perceived as a major political unit representing legitimate
regional or other sub-national j-nterests.l The Federal government
is considered unable to sense and respond to the panoply of
regional and 1oca1 differences. Since it is not possible for the
national government either to ignore or to cope with thousands
of local political subdivisions, the use of fifty States for this
task appear desirable and feasible. National investment in
State capability achieves a muttiplier effect through the Statesr
relationships with local governments a result which may be

especially valuable in a society which paradoxically depends

heavily upon the national government but wishes to minimize its
size and power.

1

Crowell,
Daniel J. Elazar, American Federalism, (New york:

L972) , pp. 1-3.
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5.3 Distinctive Characteristics of the State Grant-in-Aid Option

5.3.1 Division of Tasks Among Federal and State Governments

Major elements of the Federal role in the State Grant-in-Aid
model are the following:

Financial support of the program;

Establishment and enforcement of standards of
State program design and performance;

Assurance of accountability for national
policies, objectives, and funds;

Design of a national information system, with
provisions for program monitoring, analysis,
evaluation, and intervention;

Provision of technical assistance to Statesi

Program research and development

These funct,ions are essential to the establ-ishment, maintenance,
and adaptation of a national system but they do not assume the
mammoth bureaucratic burdens of eligibility determination, check
issuance, and other direct services to millions of potential
participants. To that extent, the Federal governmental component

is made smaller and charges of a "big Federal bureaucracy" are
minimized.

The State role is mandated by the responsibility to establish a

subsystem for the national program. To a great extent, its role
is more to adjust national goals to the needs of its region than
to satisfy purely State interests in housing. The SLate's major
work is as follows:

To establish and enforce standards for loca1 program
design and performance;

To provide technical assistance to substate areas;

o

o

a

a

o To establish and maintain a Statewide information
systemr Ers a component of the national information
system, with provisions for monitoring, analysis,
and evaluation;

To provide for hearings and appeals to assure
administrative due process;

o
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o To allocate funds to substate areas.

Under State Grant-in-Aid, States may perform the tasks assigned
to them through a variety of administrative arrang'ements. For
example, a State might choose to establish local offices of a

Statg agency, rather than delegating authority to local political
subdivisions. In that arrangement, the State would be responsible
for both the State and 1ocal roles.

The Iocal role is expressed in face-to-face relationships with
participating individuals and families, cooperating agrencies,
and other interested parties in the loca1 environment. Basic
functions are aggregated in organizational units concerned with
public information and outreach, certification of eligibilitl,
and enrollment of participants, advice and guidance to participants,
program i-nformation and analysis, and inspection. The loca1
unit would prepare an annual operational pIan, according to
State guidelines, for the achievement of specific objectives.
The State reviews the plan, negoti-ates necessary changes, and

then monitors 1oca1 performance in terms of the approved plan.
Local planning permits innovation and variance in program emphasis
to fit loca1 situations but the plan and its execution must
conform to State standards. The State p1an, in turn, must be

responsive to Federal requirements. This "bottom-up" pattern
of planning permits responsible participation by State and 1ocal
governments wj-thin the constraints of National goaIs, policies,
and funds. The Federal role is the design, maintenance, and

adaptation of the total system.

The foregoing definition of Federal-State-Iocal roles is organi-
zationally structured in the conventional way in Figure 4.

Another way to display allocated functions and interrelationships
is shown in Figure 5. Representation of discrete and inter-
related performances is useful because it is descriptive of
operational realities. The interlocking circles show that each
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Frgure 5

Division and Sharing of Work in the State Grant-in-Aid System
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governmental unit performs some shared and some discrete tasks;
other tasks may affect the entire system. For example the
information system integrally and extensively involves all
governmental levels. Inspection is a loca1 responsibility but
the States perform quality control checks of 1oca1 inspections
as part of the State monitoring task. Federal monitoring is
concerned with the State systems.

5.3.2 Two Administrative Innovations

Two aspects of the State Grant-in-Aid model described here
could represent major improvements over conventional admj-nistration
of grant-aided operations. First is the concept of an annual
contract between the Federal and each State government for
conformity with national policy and standards. The second
innovation is an intergovernmental information system which
consists of linked subsystems for local, State, and Federal
program operations.

5.3.2.1 A State plan: An Inter governmental- Contract

The ultimate administrative power in the state Grant-in-Aid
system resides in the Federal component. This is appropriate
because the program serves nationar goa1s, is authorized by
national legisration, and is nationwide in coverage. However,
operational success of the program depends less on a particular
locus of power or authority than on the establishment of
workabre methods of intergovernmental management. A principal
method in the state Grant-i-n-Aid alternative is the inter-
governmental contract. The documentary expression of the
programmatic contract would be an annual plan which is prepared by
the state and reviewed and approved by the Federal grovernment.
Regional HUD offices could be given authority to approve such
plans; disapproval authority should be retained in HUD headquarters
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to be exercised only when HUD regional office negotiations
fail to produce agreement with a State.

States woufd not plan in an informational or policy vacuum.
annually would update a planning guide which would contain
information such as the following:

HUD

a

o

o

o

Format and structure expected in State plans;

Natj-onal goals;

Budgetary and fiscal constraints;

Program design standards (e.9., all State and
loca1 programs must provide certain services
to parti-cipants) ;

Non-negotiable requirements, such as nondiscrimination,
information system specifications, audit of local
programs;

Programmatic performance standards such as percentage
of eligibles to be contacted, maxj-mum time allowed
for processing applications, success ratio (i.e.,
households obtaining standard housing/families seeking
standard housing), productivity requirements such as
manpower per 1r000 of caseload, technical assistance
to loca1 units;

Published regulations on eligibility, payment levels,
inspection, criteria for standard housing;

Basis and procedure for Federal intervention;

Information to be supplied through the
information system to HUD.

The State's operational plan provides the terms and conditions
of the annual contract and is responsive to Federally established
standards. This plan is not necessarily voluminous. Its content
is characterized by specific, measurable commitments expressed as

objectives and methods for achieving these objectives.

An example of an objective might be:

"To place N households now living in substandard
housing in standard housing in fiscal year 19 . "

o

o

a

a

o
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Some objectives might be expressed in terms of adminj-strative
process, for example:

"To reduce errors of eligibility determination
(or payment) to N percent by June 30, 19 .',

A State plan with these characteristics al1ows measurement of
performance and provides a 'iustifiable basis for Federal inter-
vention and negative sanctions if performance does not equal
commitments. Performance reports which indicate deficiencies
also trigger Federal technical assistance efforts. ff technical
assistance fails to correct def icienc j-es, the quest j-on of
availability and use of sanctions inevitably arises. The ultimate
sanction is a complete withholding of Federal funds. This drastic
action would be used only in extreme cases and therefore 1s a
blunt instrument to gain compli-ance. However, governors and

other state officials are often embarrassed by unfavorable
public opinion when mass media and other sources indicate that
the Staters deficiencies are the cause of the threatened
withholding.

The power and corrective effects of public disclosure can be

offset in part though by State or local claims of Federal heavy-
handedness or lack of sensitivity to State/1oca1 situations.
Effectiveness of such resistance is reduced when the Federal
sanction is based on provisions of law rather than adminis-
trative discretj-on and when Federal administrators and policy
have loca1 support. Desegregation of hospitals and other
health faci-lities in the South was substantially accomplished
within a year, despite fairly widespread protests of the
Federal requirement. Media disclosure of resistance among

local officials and the prospect of hospital cfosure provided
the necessary motivation.
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Sanctions which faII short of complete withholding of Federal
funds might be provided. For example, the legislation which has

been passed to penalize States one percent per month of their
Federal public assj-stance allotments if they fail to implement
statutory provisions for health services to children. The

prelimi-nary reactioni of currently non-conforming States indicates
that this sanction will elicit the desired State action.

"State plans", so-called, are reguired by several major grant-
in-aid programs. The exJ-sting plans are not conceptually or
operationally similar to the one proposed here for an direct
cash assj-stance program. Aid to Families with Dependent Children
is a good example. The AFDC plan is based on Federal policies
whj-ch are inconsistent and ambiguous, make no specific commit-
ments except to spend the money and make other inputs, and are
not supported by performance reporting or adequate Federa1
monitoring. Further, the Federal government has not established
and enforced significant standards of performance and has no

meaningful way of measuring outcomes of the program.

The direct cash assistance program State plan would attempt
to avoj-d these pitfalls through terms and conditions of State/
Iocal participation which are explicitly stated not less
than annualIy. A plan containing objectives which conform
to Federal goa1s, methods of achieving goals, resources to
be applied, and a timed schedul-e for performance facilitates
Federal and State reviews of operations. Therefore, it
provides a potential basis for an enforceable Federal--State
contract for the administration of a direct cash assistance
program.

The State plan under the State Grant-in-Aid option could have

other desirable effects. Federal-State operational planning
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and administrative linkage is only one segment of the inter-
governmental management process. The State and 1oca1 agencies
form another segment of the system. Depending on State plans,
loca1 direct cash assj-stance program agencies may be asked to
prepare annual operational p1ans, which could be reviewed and

become the basis for the States' evaluation of their program
performance. This process would be similar to the Federal-State
process in terms of procedure, content, and effects. Specj-fic,
time-limited, measurable performances could be committed. It
is clear that the State plan would not be a simple aggregation
of the loca1 plans; it is an appropriate abstraction. For
example, a locaI plan mlght commit itself to placing N households
in standard housing but the State would have the preroqative of
increasing or decreasing the aggregate number in its committment
to the Federal Government.

5.3.2.2 An Informative System: A Means of Performance Evaluation

A second innovation i-n the State Grant-in-Aid plan might be

the design, installation and extensive use of a performance-
based information system. This element of the State Grant-in-Aid
links all- three leveIs of government in a common informational
scheme. The significant assumptions are that it is possible to
identify information essential to successful management, to
design a systematic scheme to communicate such information to
persons who need it, and to use the informational products for
admj-nistrative control and adaptation. Many government programs

cannot, because of the task to be performed, satisfy the demands

of these functions. A workable information system as presented
in both this and the Local-Performance options may be feasible
in an direct cash assistance program.

14"" tne discussion of the information system in the
Local Performance option. The j-nformation systems of the State
Grant-in-Aid and the Local Performance could be quite simil-ar.
The major difference would be the assignment of the major
responsibility to the State or 1oca1 governments.
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A direct cash assistance program might use as a monthly index of
national, State t or 1ocal program performance the following
ratio:

Number households succeeding in finding standard housing

Number households enrolled for 60 days or longer.

A presumptive standard might be l/10. If a Iocal direct cash

assistance program index is far below the standard, sdy L/25,
the State technical assistance group could investigate, and

take remedial action in cooperation with the Ioca1 direct cash
assistance program. The State-to-Federal informational trans-
mission would not routinely show a particular jurisdiction's
low success rate. (An exception might be routine transmission
of data for the largest cities or selected metropolitan areas.)
However, if many 1ocal units or a few large jurisdictions have
this same deficiency, the State index also would reflect a more
general poor programmatic performance. Tf the State's report
shows this deviation from the standard, the HUD technical-
assistance group could J-nvestigate and join the State, if
necessary, j-n remedial action. ff the problem required extensive
analysis, Federal analysts might be brought into action to assi-st
or suppl.ment State efforts. If the problem requires an unusually
specialized resource, a specialist might become involved from the
HUD technical assistance group. If the State refuses or neglects
to cooperate in remedial action, the threat of sanctions may

1begr-n.

't*A possible undesired effect of such an information-
evaluation system following the example given would be local
action to relax housing quality requirements in order to meet
the performance standard. Un1ess the program only sets easily
realizable levels of performance (which may not satisfy public
demands) and guards against administrative subterfuge, the
evaluative efforts may be counterproductive. The practices of
housing inspectors noted in Section 4.4.4 suggests the results
when unrealizable expectations are set. Without the resources
to overcome market constraints or the authority to direct
participant behavior, the satisfaction of housing-related
performance standards may be beyond the reach of state and
local efforts.
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One example certainly does not suffice to demonstrate the
capability and utility of the information system. It could be
designed to provide States and 1ocal units with a variety of
data, including national data and information from other
jurisdictions for comparative purposes. Figure 6 illustrates
how a State Grant-in-Aid information system may be designed,
and the categories of informatj-on that would be needed.

5. 3. 3 Staf f ing the State Grant-i-n-Aid

Federal staffing under the State Grant-in-Aid model could be

fewer than in comparable programs which are of different design,
especially if they lack the support system suggested here.
Idea11y, the difference is not merely quantitative. This State
Grant-in-Aid option requJ-res a few Federal executives, a few
program and professional specialists, very few middle and
junior managers, and relatively few clerical staff. A

small Federal staff may be sufficient. High competence
of the analysts, program consultants, and information system
specialists would permit the system to be largely self-correcting.
The Federal specialists in Washington have great influence in the
system because they have the knowledge and are strategically
placed in the organization for effective use of it. These

specialists would have the ability to anticipate issues, obtain
and analyze data, and otherwise enable execuLive decision-making.
Eederal regional staff are mainly technical and coordinative
rather than executive and directive.

State staffing is substantially different from the Federal group.
Most states will not be able to employ proportionately as many

specialists, either because the supply is limited or because
they cannot pay competitive salariesr or both. More mj-d-Ieve1
managers, lower grade technj-cians, and clerical employees will
be employed in the state dimension of the system. A total of
about 6,000 people would be needed within the 50 states.
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Figure 6

Systematrc Information and Corrective Action Patterns in
State Grant-in-Aid System
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The local agencies may have the greatest difficulty in attracting
quality staff . Ivlanagerial talent and good analysts are relatively
scarce. Fortunately, fewer analysts than clerical and service
workers will be required. It is hard to estimate the number of
Iocal employees, because State plans will differ so substantially.
If most States provide some associated services and assign
inspection to the loca1 1evel, about 45,000 employees would be

needed.

5.4 Major Issues in State Grant-in-Aid

A new model for state grant-in-aid administration has been
proposed. The following suggests the potential advantages and

disadvantages of this option.

Advantages

State and local governments are given opportunity
and resources to generate capability for managing
programs at levels of government "closest to the
people";

Coordination with related State programs, a.g.
AFDC, would be facilitated;

Objections to expansion of the Federal establishment
are minimized;

Disadvantages

Anxiety about the capabj-lity of States and 1oca1
governments to administer the program;

Concern for equity, if State programs vary appreciably
or if equal housing opportunity i-s not achieved by the
States;

Fiscal and programmatic accountability might be
compromised.

a

a

a

o

a
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State and local governments, whatever their capabilities, provide
most of the services received by the general populati-on. Ed-
ucation is mainly a Stater/IocaI responsibility. Health services
to poor people (Medicaid) and family income maintenance similarly
are not Federally administered. The grant-in-aid pattern is
dominant in the ad.ministration of domestic programs and is likely
to be'more acceptable. State,/Iocal sources of poliLcal support
could substantially reduce the time required to achieve the goal
of decent housing for every American. with State,/local administra-
tj-on, the Federal Government would be relieved of tens of millions
of decisions annually about details of eligibility, suitability
of housing, and amount of individual allowances. The Federal
focus would be on standards of eligibility, financial resources,
and overall performance of the direct cash assistance program.

Concern about loss of necessary Federal control can be reduced
to the issue of accountability. This issue arises in any

administrative system. The usual perception is that a hierarchical
arrangement of multiple leve1s of supervision is superior to an

intergovernmental structure in assurance of accountability. That
assumption is questionable. Empirical evidence to support either
side of the issue does not exist. The contractual nature of
the State Grant-in-Aid arrangement and systematic performance
information are perhaps as good a protection against loss of
accountability as the creation of a Direct Federal system.
Without adequate monitoring and performance information, a

Direct Federal operation would be susceptible to low account-
ability, albeit of a different sort. State administration of
Federal programs may be more responsive to regional than
national objectives; a large bureaucracy, such as the Direct
I'ederal option may be more responsive to bureaucratic or
professional- interests than the interests of consumers, State
policy-makers or even Federal objectives.
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5.4.L Fiscal Res sibilit
The proportion of State or local contribution to a grant-in-aid
program may not significantly affect the quality of State
administration. fn the Hill-Burton program, Federal contributions
nationwide were less than 50? of program expenditures, yet States
and l-ocal communi-ties frequently built excess bed capacity or
neglected hospital contruction entirely. The prospect of 75

percent Federal matching of social service programs, which
was possible from the late 1960's through fj-sca1 year 1973, was

not sufficient incentive for a majority of states to provide
extensive social services to poor people. It would be impossible
to support factually the claim that Federally financed, State
adminj-stered programs are more or less profligate spenders and
poorly managed than exclusively State/
1ocal programs. Public education is a prime example of heavy
State/Ioca1 expenditures, management of doubtful quality, and

low Federal financing. In the public assistance programs and

in Medicaid, States pay 50 percent of enormous administrative
costs and variable percentages of benefits but there is no
apparent correl-ation between their outlays and their efficiency.

The State Grant-in-Aid option for a direct cash assistance program
assumes a high proportion of Federal financing. Some States
and Iocal governments are not 1ike1y to exercise reasonable care
in eligibility determinatj.ons and economy of ad.ministration.
The option relies on the quality of Federal managerial design
and performance evaluation more than the amount of State investment
to influence State administrative performance.

5.4.2 Enforcin Federal Re tions

State and loca1 governments managing grant-aided programs are
perceived by some critics as giving 1ip service to Eederal
policy and programmatic reguirements, while following their
own incl-inations in program implementation, because they know

that the Federal Government cannot or will not impose sanctions
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even when States violate the Iaw or regulations. Thi-s is a

common stereotype. Each year, however, Federal audit exceptions
result in the recovery of millions of dollars misspent by
States and local- governments. Evidence of the efficacy the
auditing technique is found in court actions brought by States
to reduce or prevent I'ederal recovery of funds. For example,
the State of Washington has filed a complaint in a Federal
District Court to recover $27 million dollars of social service
grants which the State repaid to HEW in 1972. Several other
states, jointly or separately, have filed court actions because
of administratj-ve sanctions or constraints imposed in the same

Federal program.

Nonetheless, the observations of wide variations in State programs
and the selective non-participation of States in some inter-
governmental grant-aided programs courses of action often
permitted in the authorizing legislation tend to support the
stereotype view of the grant-in-aid approach. Poor quality of
program design, ambiguous and obsolescent policy, lack of manage-

ment information, and lack of will to enforce "good" administration
add to the cynicism. The State Grant-in-Aid option for a direct
cash assistance program is intended to remedy some of these
problems through greater Federal responsibility for program
design specification, technical assistance, and information-
evaluation systems. Enforcing Federal regulations can only be

indirect through the State Grant-in-Aid. It is unclear, then,
how in cases of strong differences in policy objectives the
Federal government can clearly enforce its intent without the
reins of direct administrative control. Some may argue, however,
that the existence of such strong policy divergences have a

legitimacy of their own based upon the State or Ioca1 government's
constituency.
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5. 4. 3 More Racial Discrimination?

It is often charged that State and local participation is an
invitation to racial discrimination and other deprivations of
civil rights. Constitutional and statutory constraints on
denial of civil rights apply to all public activities, not
just to Federalty administered programs. The will and capability
to enforce the laws are major variables. Federal insistence
on equal opportunity desegregated health facilities in I965-66.
State and local conformity were a condition of funding. I'ailure
of consistent Federal enforcement and ineffective national poli-
cies have been principal complications in school desegregation
effortq however. The Federal performance has been tardy, spotty, vari-
able over time, and less effective than the actions of some

States and local areas in assuring basic civil rights. These
lessons from hospital and educational institutj-ons are trans-
ferable to a direct cash assistance program for housing. The

ultimate sanction of fund withholding may have some effective-
ness. In other than extreme cases, however, the State Grant-
in-Aid option must rely upon local public opinion to provide
support. On controversial issues in which a substantial body
of opinion may run counter to the legitimate demand of minorities,
little effective progress may be made.

5. 5 Conclusion

Theoretical underpinnings for this option are found in coopera-
tive federalism. This concept permits national-, State, and

local units of the federal system to function as subsystems,
each performing appropriate tasks in a single, nationwide
program to be implemented in thousands of local places. The

arrangement is conducive to a potentially constructive inter-
dependence and sharing of power. The system is governed by

systemwide policies and standards of programmatic performance.
The "learning" as self-corrective capability of the overall
system is heavily dependent on the design and installation of
an information subsystem.

)
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The environment of the system is the entj-re Nation and it
tends to maximize public support through involvement of a

broad spectrum of government, special interest groups, and

clientele. Thus, the administrative system design precludes
certain deleterious effects of the Office of Economic Oppor-

tunity admj-nistration which nearly excluded all State and many

locaI giovernments" Exclusions of this sort sli6r1ate powerful
and potentially destructive opposition,

In behavioral terms, the State Grant-in-Aid model tends to
maximize identification and responsibility through extensive
participation of governments. Impersonality and insularity
of a large Federal bureaucracy (e.g., the experience of SSI)

are reduced by establishing multiple State and l-ocal- units
as the operators of the program. It is significant that the
SSA district offices, though they usually have strong place
identification, seldom engender a sense of loca1 or popular
"ownership" comparable to the community hospital.

In summary, the State Grant-in-Aid alternative is based on

some general practices which have been in use for a generation.
The existing intergovernmental arrangements have not been

systematized and modernized to use available systems knowledge
and technology. It is customary to say that these huge inter-
governmental programs are unmanageable or unresponsive. Nearer
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The State Grant-in-Aid option achieves a balance among the
requirements of national goals and State/local governmental
and private participation. It is flexible enough to accommodate
variable housing markets and situations, whj-ch are local
rather than national. National standards assure essential
uniformity of policy, technical performance, equity of
benefits, and an objective basis for measuring and evaluating
outcomes. Localization of much of the administration of a

direct cash assistance program is the system's best assurance
of accessibility and ownership by the citizen-participant.



the truth is that they lack adequate methods for their effective
management. The establishment of performance standards as a

basis for intergovernmental contracting and the installation
of a properly designed informati-on system are the necessary
improvements in the generic grant-in-aid scheme. These innova-
tions are particularly appropriate for intergovernmental man-

agement of a direct cash assistance program, if as has been

argued, there are relatively good summary measures of the
performanceofthe State (or local) housing allowance agencies.
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6.1 Precedents for Local-Performance Administration

Several programs have features of the Local-Performance Uvt
administration but none include all of the elements of

6.0 LOCAL-PERFORMANCE ADMINISTRATION

this option. 1k
The "voucher" characteristics of the allowance have been tried
in several Federal programs. The basic feature of a voucher
is that an earmarked transfer is made, leaving the recipient

7-1

to find and./or choose a supplier. The cI Bill (which pays

college tuition and expenses) or the Medicaid-l4edicare progr
delegates to the recipient the responsibility of finding a

lt lf'*"
r"4{,
rrr)

" =71fu
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1^r
supplier and negotiating for the services.

Some elements of the Department of Labor's manpower programs
combine the voucher and some of the evaluation aspects of this
alternative. Participants were encouraged to make arrangements
for the training they wanted; the programst effectiveness was

evaluated through the success of the particj-pants in finding
jobs after the training. A critical problem in the programs'
operation was, however, that they did not have control over any
jobs; they had to rely primarily on jobs that were available
in the private economy. Through most of the operatj-on of these
programs, few jobs were available.I

A growing number of governments are utilizi,ng performance center
concepts to manage programs which can be divided into relatively
independent segments. An example will illustrate this trend.
In higher education, many States are following the lead of the
University of California in setting up a number of campuses and

managing them from a central office. The University of California
has nine campuses. An allotment is passed to each campus in

1S"" Alice M. Rivlin, Systematic Thinking for Social Action
(Washington, D.C. : The Brookings Institution, 1-97J-) , pp. L27-29.

,p
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faculty and support funds based on its enrollment. Decisions
on how to use these allotments, what students to recruit, and
what educational programs to promote are left substantially
to each campus.

6.2 An Overview of a Local-Performance Option

Consistent with the und.erlying assumption in a direct cash
assistance program, this administrative option relies on the
participant to perform several important program activi-ties.
Participants will have the basic responsibilities of searching
for, securing, and maintaining suitable housing. While the
housing may need to meet some criteria of quality, the participant
will exercise "free choice" in the selection of a particular
unit. It is argued that the complexity of these functions, and

the high degree of subjective judgment involved, makes the
participant more effective than a government counselor or
clerk in performing these activities.

This alternative recognizes that each participant has Cifferent
capabilities, and that loca1 housing markets will present
participants with differing opportunj-ties to find the housing
they may prefer. Reasons for these variations will depend on
many factors, including the personality and motivations of the
participants, the nature of the 1oca1 housing stock and the
activities of the government agencies that administer the
program. Government may play a role in ameliorating some of
these problems. The administrative system proposed in this
section is designed to give the local agiency the incentives
and resources to provide such assistance as participants may

need to find and secure acceptable housing.

In the diverse and complex circumstances of different housing
markets and households across the country, it may be unrealistic
to expect to discover the "best" way to provide such highly
discretionary and variable functions as outreach, certification,
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associated services, and inspection. Different mixes and 1eve1s

of each of these will be required for each housing market and

for particular groups of participants. What is needed if the
assumptions presented in this alternative are accepted, is an

administratj-ve system which allows the exercise of discretion
at the operating Ieve1, but guides the exercise of that dis-
cretion in d.irections which will be consistent with the overall
objectives of a national direct cash assistance proqiram. In
the past, Federal government programs administered at the Iocal
Ievel have tended. to be too centralized and administratively
rigid to alIow for differences in loca1 situations. The result
has been to impede the responsiveness of programs at the local
level and make them ineffective, or to foster patterned evasions
of requj-rements and thus decrease the integrity of the Federal
programs.

An important reason for procedural rigidity in Federal programs
is that it is difficult to establish clear measures of program
success in terms of output or impact. Program administrators
go to great lengths to specify and document procedures and their
success in adhering to them. Efforts to enforce uniformity in
processes, on a national scale, are the inevitable result. But,
given the great diversity of local conditions relating to housing
and of participants' needs and capabilities, it is inappropriate
to require natj-onaI uniformity of adminj-strative process and
procedure. The Federal government should focus instead on

establishing program objectives, and setting eligibility benefit
Ievels. If local administrative units could be monitored and

evaluated according to performance measures relating to these
broad policy parameters, authority could be decentralized to
them which would a1low them to vary their administratj-ve procedures
and services according to the need.s of the loca1 area, but
within the boundaries laid out by Federal policy.

In broad. outline the functional responsibilities in the Local
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Performance optJ-on are distributed as follows:

Federal Office
Set Standards of Eligibility
Set Standards for Certification
Determine Payment Levels
Provide Funds for Participants and/or
Administrative Costs
Audits
Lega1 Services
Set Standards for Evaluating Local Performance
Conduct Special Studies and Analyses of
Problems of National Relevance

o State Office
Formulate State Standards of Housing Quality
Techni-ca1 Assistance to Area-wide and Local Agencies
Post Audits of Area-wide and Selected Local Agencies
Spot Checks of Housing Quality
Conduct Sample Surveys of Housing Stock, Rent Levels
and Participant Profiles
Integrate Allowance Activities with Other Housing
Prograrr.s
Legal Assj-stance
Pass-on Funds for Participants and Administrative
Costs
Conduct Special Studies or Analysis of Problems of
Regional Relevance

o Area-Wide Office
General Outreach through Media
Technical Assistance to Local Agencies
Monitoring the Performance of Loca1 Agencies
Housing Information for Region; Compile Local
Agency fnformation for Wider Distribution
Legal Services, General Information and
Representatj-on with Suppliers
Compliance Activities
Post Audits of Loca1 Agencies
Integrate Allowance Activities with Other Housing
Programs and Human Resources Programs
Make Payments
Hearings and Appeals

a Local Agency
Localized Outreach
Certification
Enrollment
Counseling
Inspection
Localized Housing Information
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a Participant
Housing Search
Find Standard Unit
Negotiate Lease
Have Free Choice in Search

Figure 7 describes the organizational framework for a Local-
Performance option with the proposed outline of responsibilities.

6.3 Distinctive Characteristics of the Local-Performance Qplipn

6.3.1 Performance Center Conceptl

In the publ:-c sector, the Local-Performance option is a functional
equivalent of the multi-divisional type of organization in private
industry based upon quasi-independent "profit or performance
centers" that are given broad discretion in day-to-day operations,
buL are held accountable by a central management staff for their
contributions to the firm's overall growth and profits. There
are important differences, however, between loca1 governments
in an intergovernmental system and divisj-ons in a private firm.
Most important is the political independence of the local- government,
in relation to either the Federal or State government. This
independence may be useful in public administration, because it
allows a local influence on the administration of all intergovern-
mental programs at the lowest level, but may still a1low the
central offices to set the basic parameters within which the
local governments will operate.

It could be argued, however, that there is no absolute necessity
to rely on State and local grovernment, rather than Federal,
Eederal regional, and Federal area offices, to serve as performance
centers in a National program. There are some advantages, however,
if the system 1s to focus on the interests of the participants.
Because of their political independence, the State and loca1
jurisdictions serve an important function in mobilizing support

1 The Local--Performance option is an alternative with a
developing literature and theoretical framework. An
this paper provides some theory and bibl-iography to
consideration of the option.
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Ior articulating localized demands for programs. fn a substantive
matter as closely tied with loca1 climates, history and traditions
as housJ-ng, it seems unlikely that broad Federal standards will be

able to encompass loca1 or regional variations in preferences and

housing stock. Politically responsive sub-national jurisdictions
may provide the most effective way to adjust national program
objectives to loca1 or regional needs.

E><isting State and 1ocal governments would be used to the fullest
extent possible. OnIy at the 1evel of the Ioca1 or areawide
agencies would the creation of a new unit be considered. This is
because there is no uniformity of jurisdiction, resources or
powers among Ioca1 governments as they are presently constituted.
Some loca1 qovernments are more like States than cities, others
more like small neighborhoods than cities. In a direct cash
assistance progiram, such a substantial bundle of activities
require a "local presencer" and can best be performed by a unit
which is serving a population of between 25,000 and 501000. Large
Ioca1 jurisdictions would be divided up into a number of local
agencies, with a metropolitan jurisdiction serving as an "area-
wide" agency. Smaller local jurisdictions would serve directly
as the local agencies, with several being combined into an area-
wide unit that would be comprised of one or more counties. It
would be desirable, but not always possible, to have the boundaries
of the local and/or the areawide agencies coincide with pre-
existing 1ocaI jurisdictions.2

lsamrel H. Beer, "The Modernization of American
Federalismr "Publius, The Journal of Federalism ," vol. 3
(Fal-1 L97 3) , pp. 85-87.

2oavid o. Porter, "Federalism, Revenue Sharing and
Local Governmentr " a paper presented at the annual meetings
of the American Political Science Association, Augrust, I9'74,
Chicago, Illinois.
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6.3.2 Summary Statistics, Performance Evaluation

The multi-division form of organization has been extremely
powerful in the private sector. ft allows effective administra+-ion
of large organizations by expanding surveillance capability.l
Attempts to apply this concept to the public sector have been
complicated by the difficulty of finding and applying sunmary

statistics of evaluation that are comparable to profits and

growth. Public sector organizations are not trying to maximize
tax returns or growth. Ivloney and personnel are both instrumental
to their mission to provide benefits. Measures of effectiveness
often become bogged down in efforts to identify outputs or to
find the most efficient productj-on processes. In the provision
of services, outputs are ephemeral and hard to isolate. The

methods of production are not fully rationalized and are complex
to analyze; relationships between specific inputs and specific
outputs are extremely difficult to establish.2

The direct cash assistance program appears, at this point, to
have potential to overcome some of the informational difficulties
in adapting the strengths of the multi-divisional- form of
organization to the public sector. The ability to derive a set
of indices measuring performance is crucial to the success of

eI. S indices would aIlow evaluations
of performance rather than the processes of the agency.

There are three elements to the indices proposed for the Local-
Performance option:

IOliver E. Williamson, rate Control and Business
Behavior, ; A.D. Chand €r, Jr. , Stqatqgy a4q_€qreslure

New Yor ay, Anchor Books ed., 1966).
2James D. Thompson, organizations in Action (New York:

B3-100.

op. cit.
: Doubl-ed

McGraw-Hi11, 1967) , pp.
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a MeaqUles qf__paqlasapqlt su_c_caqq in findi4g adequatq

/rl

betfsjng.

The number of participants in the program j-s a simple
and direct measure of this activity. Placing participants
in a rental unitr or certifying owner-occupied housing for
allowances i-nvolves many discreet functions, i.e., outreach,
eligibility certification, enrollment, housing and program
information, inspections, 1ega1 services and others. To
evaluate agency effectiveness in providing each of these
services, and. to determine whether the agency provided
the appropriate mix for individual circumstances, would
be an extremely difficult task. In fact, it is because
of this task that most program evaluations flounder and
sink. By using the number of
the primary statistic of eval

sful participants as

-)

uat orl r ec ing

o

whether each of these functions was done we1l, or what mix
of functions is appropriate for an agency's eligible
population and the condition of their housing is delegated
to the local managers. The judgment of the managers will
be evaluated by the success of thej-r participants.

S data on the size and. c sition of the el-i ible
at ofl r ava a a t 1d t e cost of

US !gl

If agencies are evaluated on placements of participants,
the natural tendency will be to cream the eligible populaLion.
Those easiest to place will be worked with; while difficult
cases will be ignored. As a hedge against this behavior,
the monitoring agencies would need to have independently
collected information on the "profiIe" of the eligible
population. Ida1Iy this j-nformation would be col-lected
by regular sample surveys (conducted yearly), and would
include information on the size of the eligible population,
its racialr a9€, and income characteristics, and its
geographic location.

Along with information on participants, two other crucial
data should be gathered in the survey. Information on the
availability and cost of housing, broken down into relatively
sma11 regions, will greatly improve the operation and
evaluation of the local and areawide agencies. ft would be
difficult to eval-uate a locaI agency according to its
success in placing participants if the evaluation did not
have current information on the availability and cost of
housing. Agency actionr rro matter how effective, cannot
place people in housi-ng if none are available, or if payments
are insufficient to purchase acceptable housing.
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a Spot checks of eligibility of participants and qqalitJ

\

of housing.

The monitoring agencies will not specify the methods of
inspection or certification adopted by local agencies.
ft is assumed that local conditions in housing and the
characteristics of participants will infl-uence local
managers as they choose specific techniques. The monitoring
agencies would conduct spot checks of (1) successful and
unsuccessful participants to see if their eligibility
was properly evaluated, and (2) the housing occupied by
participants to be sure it meets quality requi-rements.

The combination of the indicators of participant efficacy, intake
of particlpants through outreach profi-Ies, and housing supply
and cost would provicle sufficient management information
to permit a rather extensive decentralization to loca1 agencies.
With local agencies functioning as the performance centers, the
balance of the system, i.e., the Federal, state, and areawj-de
components, would serve three broad functions:

t Jo To set and enforce standards for eligibility,
-h&) housing quality and acceptable levels of performance-/" by the 1oca1 agencies; and

M
a To provi-de and limit the funds for the allowance

payment and for some portionr or all, of the funds
to administer the program;

To provide technical assistance to and monitor
the performance of cLes.

Setting Progra,4 Standards

o

lr

6.3 .3

The Federal and State glovernments would play the primary role
in setting standards for this administrative option. Basic
criteria for determining eligibility, judginE housJ-ng quality,
insuring equal opportunity, and evaluating agency performance
would be set by Federal legislation and regulations. States
could adjust and augment these basic criteria, especially in
the areas of housing quality and equal opportunity. (See the
discussion of discrimination concerns in the analysis of the
State Grant-in-Aid option. )
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6.3.4 Housing Quality Requirements and Enforcement

Pri-mary responsibility for the enforcement of housing quali-ty
requirements reside with local agencies. The rigor of enforement
and the items to be covered may vary substantially from agency
to agency. Local managers will retain the discretion to decide
how their enforcement activities are to be conducted.

The areawide agencies and the State governments would play an
j-mportant role through spot checks of the housing occupied by

direct cash assistance program participants. To the extent
the local agencies do not meeting State or areawide standards,
they would be advised (or required) to make adjustments in their
enforcement methods.

Eederal guidelines would be more in the form of objectives than
standards. States would submit plans to the Federal government
for approval. These plans would be required to satisfy Federal
objectives and guidelines. After approval the Federal government
would play a passive role, relying on States for spot checks and

enforcement. OnJ-y in extreme cases would the Federal grovernment

get involved in enforcing housing quality requirements.

6.3.5 Providing Payments and Administrat.ive Costs

The Federal government is, by almost all observers, thought to
be the most appropriate source of funds. Redistributive income

transfers have not been effectively handled by sub-national
government unj-ts. Tax competition among States and loca1j-ties,
spillovers of benefits and costs, migrations of eligible
populations to jurisdictions and more generous benefits, and

other problems, discourage States and localities from financing
large scale j-ncome transfers.l Further, many argue that administra-
tive costs should be paid fuI1y by the Federal government in
proqrams such as a direct cash assistance program. The objectives

lwallace E. oates, Fiscal Federalism (New York:
Harcourt, Brace, Jovanovich, Inc., L972), pp. 3'20.
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of the program are primarily Federal; requirements to share
administrative costs do little to improve State/Ioca1 efficiency.
Such requirements do, however, slow down or block implementation
of the program in many States and localities.

To limit administrative expenses, this option proposes that
administrative funds be allocated to State and 1oca1 agencies
based on the number of partici-pants, the size of the direct
cash assistance payment, and a factor for population density.
This constraint is particularly important at the Ieve1 of the
1ocal agency. The managers are given discretion to use these
funds as they think will be most effective, and will be evaluated
on how well their eligible population functions in the program.

6.3. 6 Technical Assistance

Technical assistance to and monitoring of the loca1 unit will
be handled through the FederaI, State and areawide governments.
The major burden for providing the assistance will be carried
by the areawide Ievel. The substance and amount of assistance
will be determined by requests from the 1oca1 agencies and

by evaluations of the success of eligible population by the
higher levels within the system.

Technical assistance to the local agencj-es is an important
element of the Local-Performance option. Hopefully, thJ-s
assistance will be effectively focused on local agencies needing
the most help because of the manner in which the monitoring
system is designed. Evaluations of the success of the eligible
population wj-l1 give the monitoring units specific information
on where problems are occurring.

Technical assistance personnel will become increasingly more

specialized at the higher levels. Federal advisors, for instance,
will be expected to provide State or loca1 agencies with
information on how a particular problem is being handled in
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agencies throughout the country. State advisors would be

expected to pass some of this information on to loca1 agencies,
and add their own knowledge of experiences within the State.
Areawide advisors would serve as the primary contact with l-ocal
agencies, and would handle most of the day-to-day problems
that may arise.

6.3.7 Staff and Personnel

For the purposes of discussion, a reasonable estimate of how

many personnel would be required to operate the 1ocal and

areawide agencies combined, is 5.0 employees for each 1,000
participants. This figure is similar to the esti-mates made

to operate the loca1 offices of the Family Assistance Program.l
The Federal government, based on its experience in the Socia1
Rehabilitation Servj-ce in HEW and the Food Stamp AdminisLration
in the USDA, would need about 2,000 employees. This is about
500 fewer than the HEW and USDA programs, because the Federal
responsibilities would be somewhat fewer. State governments
would need approximately 4,000 to 5,000 employees. Total
personnel for a program of ten million participants would be

approximately 57,000 with 2,000 at the Federal level, 4,500
at the State IeveI, and 50,000 at the loca1 and areawide levels.

6.4 Major Issues in a Local-Performance Option

As indicated in the description of the Local-Performance model,
this presents an administrative approach which has not been
fully implemented in other programs. Thus, its strengths and

weaknesses have not been illuminated in the light of comparable
experience. The following presentation of advantages and dis-
advantages represents tentative perceptions.

loavid u. Kershaw,
11-12.

"Admini-strative Issues .. . " op. cit.,
pp
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Disadvantages

o

a

Local government administration with discretion
to adjust procedures to meet 1ocaI conditions
and needs;

Performance evaluation based upon participant success;

Political role for each 1eveI of government and
encouragement for the development of an inter-
governmental administrative system.

a

a

o Expensive and complex j-nformational system
required for evaluation;

Performance evaluation may not have the political
clout necessary to encourage compliance with program
goals;

Possible inequities aJnong households served (or not
served) by different local governments.

J l,T

6.4.1 Gaining Compliance with National Goals

Graining the compliance of the State or local agencies in
situations of continuing poor performance has been an extremely
difficult problem in all intergovernmental programs. It is one
of the most difficult problems for the Local-Performance option,
because at least three leveIs of government are involved each
with an independently elected political executj-ve. Getting a

loca1 agency to comply with national priorities may be very
difficult in this setting. This option provides a number of
techniques for encouraging compliance. A11 of them have been
used before, but they may be made more effective by the avair-
ability of better evaluative information.

It is anticipated that most agencies, whether at the loca1,
areawide or State leveI, will be responsive to the suggestions
and evaluations that are made as participant profiles and
successes are evaluated. It is expected that locaI agency will
try to make the adjustments suggested by the areawide office,
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or the areawide office will be responsive to the suggestions of
the State agency. Technical assistance will be provided to
agencies having difficulties, and as a normal course of action,
one might expect the advice to be followed if it is thought to
be useful.

A second, and more powerful, j-ncentive is offered to encourage
local and areawide agencies to make adjustments in their
performance. General revenue grants could be given to the State
and gener:al purpose local jurisdictions which are politically
responsible for the operation of the direct cash assistance
program in their areas. Such grants would encourage political
executi-ves to put pressure on errant local or areawide managers,
and encourage States to build the capability for goverance at
the local and areawide Ievels.

The use of general revenue grants as an incentive for loca1
performance or structural reform is not new. It has been used
extensively by State governments, particularly in education.
States, for instance, offered such incentives to school districts
which consolidated.l

A third incentive open to the monitoring agencies lies in their
ability to "go public" with a bad report. The data on which
these reports would be based is area specific, and may be the
justification for the loss of the general revenue grants
discussed above. Po1itical pressure would be placed on a poorly
performi-ng agency to improve.

The final technique for gaining compliance will be the withholding
of funds from an agency or State. This is a very blunt instrument
and often hurts the participantsr or potential participants more

than the recalcitrant administrators or politicians. The mere

threat of losing funds, however, may be a useful tool where a large,

loavid O. Porter, "Federalism, Revenue Shari-ng and Loca1
Government. " A paper presented at the Annual meeting of the American
Political Science Association, Chicago, Il1inois, August, L974.
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established program is concerned. It is 1ike1y that a direct
cash assistance program administered under this option would
become an integral and important element of State and local
governments after it is adopted. A credible threat of losing
the funding for such a program would be an incentive for
compliance. Many of the difficulties identified in the State
paral1el discussion of the State Grant-in-Aid option would
Iike1y arise in the Local-Performance option with these procedures
for complj-ance.

6.4.2 Integration With Related Programs

Under the Local-Performance option, adjustments, compromises
and integrations with related programs will make adjustments appropri-
ate to its arena of activity. Loca1 and areawide agencies
will integrate the service of related housing and welfare
programs for individual citizens. This kind of integrating
probably cannot be done effectively by higher levels of
government.

In the Federal and State arenas, adjustments with other
programs will be made in eligibility payments, standards of
housing quality, and standards of performance.

The strength of this option in the integration with other
programs is that it recognizes a role for each 1evel. These

roles are defined in large part by the complexity of the task
and the geographic location where it is performed. ft is
unrealistic, in the extreme, to expect the Eederal government
to integrate its human resource services at the level of
individuals. It is more probable that Federal policy-makers
can integrate the various standards which define national
objectives in human resources. Even this task is extremely
complicated.
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States are similar, administratively, to the Federal govern-
ment. Their role, and it is a very important one, is to adjust
Eederal objectives to regional interests. This role has often
been disparaged by argiuments that States have frequently
worked to frustrate national policy. It is not clear that
all States r oy even most States, will adopt predominantly
negative or obstructionls t polici"=.1

rl tegration of services for individuals are sufficiently
comp lex that only local ts or indivi fvEs
may be able to handle it ef direct ca ASS]-S tance
program, by delegating to participants the responsibility to
secure standard housing, allows individuals themselves to
integrate their housing needs with their non-housing needs or
preferences. Local and areawide agencies are close enough

to participants and neighborhoods to mobilize and coordinate
the resources needed by individuals. Local politicians will
make the judgments about how these adjustments are to be made.

However, and this is important to this system of intergovern-
mental administration, there will need to be regular evalu-
ation of 1oca1 performance by higher levels of government.
An effective evaluation procedure will not leave loca1 officials
completely on their own to decide how they will discharge
their responsibilities in a national program such as a direct
cash assistance program. They will have parameters placed
around their discretion.

6.5 Conclusion

There are a growing number of intergovernmental activities in
the United States. Many argue that it is no longer adequate
to rely on the rather haphazard relationships among the Federal,

1S"" Daniel J.
States Be Trusted?"
1974), pp. 89-102.

ELazar, "The New Federalism:
The PubLic fnterest, Number 35

Can the
(Spring,
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State and loca1 governments to cope with this expanding Ievel
of activity. Explicit roles need to be thought through for
each 1eveI of governmentr so that together they can set the
broad policy parameters within which a national program will
operate, adjust these parameters to the regional interests
and differences of the States, and empower the local govern-
ments to handle the fine grained coordination needed in the
ultimate delivery of the services or goods. In shortr drl ad-
ministrative system which is truly intergovernmental is needed.

The Local-Performance option attempts to provide an admin-
istrative system which has the capability to meet the diverse
needs of the participant, and at the same time, encourage the
Federal and State governments to exercise their powers of
standard setting, oversight and evaluation. These objectives
are facilitated in a direct cash assistance program because the
participants are di-rectly involved in performing key functions
and because indices of their success may be derived.

Further, if there is to be a truly intergovernmental system,
the administrative capability of each level of government will
need to be made more uniform and complementary. This option
attempts to upgrade and refine the capabilities of each level
through positive incentives, and without taking the power and

responsibility to make adjustments to regional and individuaL
needs and preferences from State or loca1 units.

Problems can be expected in the implementation of this system
in two areas. First, and most important, housing shortages
outside the control of the program may frustrate participants
in their search for housing. The best administrative system
will not be effective if there is no suitable housing avail-
able. Second, there is a reliance on each level to carry out
its ro1e. Particularly important will be the standard setting
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and monitoring functions of the Federal and State governments
and the development of a reIi-able system for enforcing national-
priorities on State and local Eovernments. If these functions
are neglected, State and loca1 jurisdictions may be left with
inadequate guidance and would, in all likelihood, pursue
local priorities to the neglect of the broader national aims.
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APPENDIX

SOME THEORY AND BTBLIOGRAPHY FOR LOCAL PERFORMANCE

The Local-Performance option is based on two assumptions
about the milieu in which it is operating. It assumes, first,
that participants in a direct cash assistance program will have
widely differing preferences ancl needs for housing, and,
second, that the housing stock available to participants
varies substantially from site to site. There is, to sum up,
qreat diversi-ty from city to city in the housing stock and

the needs and preferences of the participants. Third, there
are substantial national interests to be pursued in a housing
program. The tension created by combining a need for n ational
reguirements with a situation of local diversity is at the center
of many problems in intergovernmental administration.

The diversity fosters the development of a c@
able set of interrelationships as specific consumers attempt
to find housing which meet their individual preferenees and

needs. Many writers, coming from administrative, economic,
and political backgrounds, have suqrgrested that smaller units
of government are needed to coordinate these relationships.

Herbert Simon, Administrative Behavior, 2nd edition,
in L947) .Free Press, L965.

_1 04_

(New York: The First published

The administrative theorists base their case on two arguments.
Firstr dS has been convincingly stated by Herbert Simon, people
have limited or "bounded rationality. " They cannot understand
or perceive everything that is going on about them.l Conse-
quently, the more complex or variable a sj-tuation, the more
need for either "satisficing" (i.e., making Co without fu1Iy
understanding or analyzing a problem) or dividing the labor
into bundles that can be understood by the members of the or-
ganization. In this alternative, we opt to divide the tasks
into smaller bundles to handle the diversity of consumer pre-
ferences and the complexity of the housing market, rather than
ignore much of this complexity by reverting to flat grant
types of approaches. James Thompson, following the concept of
bounded rationality, suggests that organization structure vrill



reflect the complexity of the technology and environment. The

more demanding or uncertain the requirements of the technology
and/or the more heterogeneous and unstable the environment of
the organization, the more the organization will subdivide
its tasks to cope with the increasing complexity.l

Reinforcing this administrative theory is a growing literature
in citizen participation and neighborhood government.2 The

thrust of these arguments is that locaI citizens are unhappy
with distant bureaucracies (e.g., big city school districts3)
and want to increase the influence of neighborhoods. A similar
argument is advanced by the "new political economists. " They

emphasize a need to give citizens better institutional mecha-

nisms for articulating individual demands for publicly
produced services and goods.4

This line of thinking suggests that the effective performance

of certain tasks requires a "local presence. " Tasks with
intensive technol-ogies and/or shifting and heterogeneous
environments require an organization structure which includes
sma1l, localized units. To be effective, these units should

1James D. Thompson, Organizations in Action (uew York:
McGraw-Hi11, L967).

2_-For an excellent review of this literature see Flenry
J. Schmandt, "Municipal Decentralization: An Overview, "
Public Administration Review, Vo1. xxXII (October 1972), pp.
571-8 B .

?'Marilyn GitteIl, Participants and Participation: A
Study of School Pcli.qy i4 Ngw Ycqk City (New York: Queens
College Center for Urban Education, l-967).

I=Robert L. Bish, The Public Economy of Metqopoll'leq
Areas (Chicago: Markham Publishing Co., l97L) , p. 2; Vincent
From, The Intellectual Crisis in American Public Administra-
tion (tlniversity Park,
L973); Gordon Tu11ock,
Basic Books, Inc., 1970

Ala.: University of Alabama Press,
Private Wants
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be endowed with considerable discretion, for they must make

judgments about appropriate responses to clj-ents r ot decide
how to cope with complicated environments.l

Along with these demands for smaIIer, more responsive 1ocal
governments has been a push from an opposite direction. As the
Federal government becomes more involved in domestic activi-
ties, there has been increasing concern with the ineffective-
ness of our intergovernmental administrative systems. DeiI S.

Wright has observed that the main problems faced in our inter-
governmental system, since 1965, turned around coordination,
program effectiveness, citizen access and delivery system.s.2
Concern for implementation of national objectives is evident
in a large number of books.3

In sunmary, then, a critical problem in the design of an

administrative system for a direct cash assistance program is to cre-
ate a series of administrative units whlch can simultaneously pursue th
goals of the Federal and StaLe governments, and sti11 give
Iocal jurisdictions enough discretion to deal with the
variability inherent in the production processes of many func-
tions, and the diversity of the preferences and need of citi-
zens. Very large private firms have dealt with a similar

loavid o. Porter, "Federalism, Revenue Sharing and
Local- Government" (paper presented at the L974 Annual Meetingr
of the American Political Science Association, Chicago, I1I.,
August 7974), p. L4.

2r"i1 S. wright, "rntergovernmental Relations: An
Analytical Overview," forthcoming in The Annals, November
7974. Also see James L. Sundquist, I,laking Federalism Work
(Washington, D.C.: The Brookings Institution, 1-969) .

3rhis literature i-s growing ve
esting examples are Martha Derthick,
Grants (Cambridge: Ilarvard University Pres
Jeffrey L. Pressman and Aaron B. Wildavsky,

ry rapidly. Two inter-
The fnfluence of Federal

s, l-970) and
Implementatr-en,

(Berkeley, Ca1if.: University of California Press, 1973).
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problem by breaking their operations up into a number of
"profit centers" or divisions.l fn this wdy, these firms
delegate responsibility for day-to-d.ay operations to division
managers, yet stil1 monitor their performance by evaluating
the division's contributions to profits and growth. On the
surface, it appears that the probl-ems faced by the large firms
and an intergovernmental direct cash assistance program ad-
ministration are similar. Both have a need for some central
direction, but the loca1 agencies or operating divisions face
very diverse and complicated situations in which local managers

need to exercise considerable discretion.

There are several key elements j-n the design of a multi-
divisional organization. These elements, to be discussed in turn,
are the divisibility of tasks into relatively independent
bundles of activity, the availability of sunmary evaluative
statistics such as profit or growth, and a central guidance
cluster which is supported by a skilled analytical staff and

which has the power to discipline the actions of division
managers. Obviously, not aII public sector operations wiIl
be able to meet these rather demanding prerequisites. It
appears at this point, however, that these conditions may be met
in a direct cash assistance program. Tasks must be relatively
divisible if they are to be assigned to divisions that are
separately evaluated. Interdependence in the technologies of
various tasks makes evaluation of the individual divisions

A.D. Chandler, Jr., Strate and Structure (New York:
Doubleday, Anchor Books edit OD, 966 ro ver E. Williamson,
Cor rate Control and Business Behavior (Englewood Cliffs,
N. ert Ant y r-s wr ng a very important

fit organizations.
to multi-division

book on manageria 1 accounting for non-pro
Such accounting techniques are essential
organizations. Alice II. Rivl-in, in systematic Thinking for
Social Action (I^Iashington, D.C.: th ,rg7il;-suggests the application of a multi-aivision form of
organization in the decentrarization of our federar system.
she gives an excellent anarysis of some of the advantages anc
problerns in such systems, and how both voucher and multi-
division systems rely on the derivation of better measures of
effectiveness. See Systematic Thinkin

1
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more difficult. Some interdependence can be dealt
with through a budgeting system that charges each divi-
sion its fulI share of its costs, even when transfers are
within the jurisdiction. Such budgeting systems are common

in the public sector, but not as fulIy worked out as in
large private firms.

The availability of summary evaluative statistics is a dif-
ficult conditj-on to satisfy in most public sector organizations.
Profits and growth, the most common of such statistics
in the private sector, are inappropriate. Money and organi-
zational size are instrumental values in public organizations,
not ends in themselves. This situation forces public admj-nis-
trators to seek measures of outputs or inputs and substitute
these for more comprehensive or summary statistics. Unfor-
tunately, few of these statistics are reliable indicators of
effectiveness.

There may be relatively good sunmary statistics available in a

direct cash assistance program. The number of participants
finding suitable housing summarizes the success of much agency
activj-ty. Many agency functions -- e.9., outreach, eligibility
certification, counseling and housing inspection -- may be

involved in the successful placement of a participant. Moni-
toring agencies can a1low loca1 managers to select the mix
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In a direct cash assistance program, there do not appear to
be serious problems in designating local agencies as divisions
within each areawide agency. Local agencies function relati-ve1y
independently of each other. Each local agency would be held
responsible for placing participants in acceptable housing. Area-
wide agencies would function as divisions within states. The

areawj-de agencies would be responsible for the performance
of local agencies. States would function as divisions,
responsible to the Federal Government for the activities of
the areawide and local agencies in their states.I



of such functions they think appropriate, yet sti1l hold
managers responsible for the ultimate goal of the program,
i.e. to place the eligible population in suitable housing.

other statistics and constraints are available to supplement
a statistic on the number of successful- participants. The

primary constraint would have to be on the budget of the loca1
agency (or "division" ) . ff local managers are to be given
broad discretion in the use of their resources, they will
need to operate within some sort of budget constraint. In a

direct cash assistance program, an administrative budget could
be given for each partici-pant, with the allotment varying
positively with the size of the allowance payment.

A second set of constraints would attempt to prevent (I) "creaming"
of the eligible population, (2) participants from renting or re-
maining in unsatisfactory housing, or (3) failing to
screen out ineligible applicants. To prevent creaming, the
monitoring governments would conduct surveys to discover the
size, income, racial and age characteristi-cs of the eligible
population. Local agencies would need to justify any substantial
deviations in the profile of their participants and the profile
of the eligible population.

Errors or laxness in the certification of eligibility or in
the inspection of housing would be monitored through a series
of spot checks by the State and Federal Ievels. If error
rates were too high, local governments would be requested to
reduce them, but would not be required to adopt one partj-cular
administrative process or another. That judgment would be left
to 1ocal officials and administrators.

To conclude this discussion of the availability of summary

statistics, the aim has been to find a statistic or set of
statistics whj-ch will permit an evaluation of the performance
of local agencies. The availability of such statistics will
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al1ow each division to exercise a great dear of discretion
in handling day to day operations, but stilt alrow for con-
siderable direction from the next higher Ieve1, Such statistj-cs
are not available in all programs which are administered through
an intergovernmental system. The direct cash assi-stance pro-
gram, however, appears to satisfy the requirement for relatively
unambiguous summary statistics.

The creation of a skilled analytical staff at the Federal,
State and areawide leveIs of an intergovernmental system is
an important feature in this system. This staff evaluates
the performance of each division, selects appropriate eval-
uative statistics, and adjusts standards of performance to
conform with observed practices. Based on these analyses,
actions would be taken to modify or "improve" agency or divi-
sional performance. In more conventional terminology, the
Federal and/or State government would be trying to get local
agencies to comply with broader standards of performance.

A final issue concerns persuading State and Ioca1 governments
to comply with Federal guidelines. Obtaining compliance in
an intergovernmental system is always difficult and chancy,
but the notj-on of general revenue grants may add a positive
incentive to the essentially negative incentives currently
used. General jurisdictions in which the local and areawide
agencies are performing weII could be given additional general
revenue grants as a bonus for good manaqement. These general

revenue grants could also be offered to l-oca1 jurisdictions
which reform their administrative, evaluative, and budgeting
structures so that they may function as "divisions" in this
intergovernmental administrative system. If the positive in-
centives of such grants were not sufficient to gain compliance,
the State and Federal governments could still use any of the
older techniques for persuading an errant jurisdiction. These

techniques included "going public" with adverse reports,
threatening to cut off funds, and finally cutting off all or
some portion of the funds transferred to the jurisdiction.
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