
CITIZENS LEAGUE REPORT 

rr. ourchasing # .  social  
isnoors to appear 



CITIZENS LEAGUE REPORT 

OVERCOMING 

OBSTACLES 

TQ THE 

PURCHASE OF SERVICE 

Proposals to make government r e c e p t i v e  to 
purcl~asing social services and to , 

encourage more vendors t o  appear 

Prepared b y  the 
Citiaens League Committee on 

New Approaches to the Delivery of Social Services 

Wayne Popham, Chairman 

Apprqved by 
Citizens League Board of Directors 

January 14, 1974 

Citizens League 
84 South 6th Sfrcet 

Minneapolis, Minnesota 55402 
Telephone: 338-0791 



T A B L E  . O F  C O N T E N T S  

P a g e  

NTWDUCT I ON . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 

I'IAJOR IDEAS I N  OUR REPORT . . . . . . . . . . . . . . . . . . . . .  2 

FINDINGS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5 

CONCLUSIONS . . . . . . . . . . . . . . . . . . . . . . . . . . . .  19 

RE COMIENDAT I ONS . . . . . . . . . . . . . . . . . . . . . . . . . .  21 

IJORK OF THE COMMITTEE . . . . . . . . . . . . . . . . . . . . . . .  25 



INTRODUCTION 

One of t h e  most r a p i d l y  growing a c t i v i t i e s  of t h e  p u b l i c  s e c t o r  
is t h e  p rov i s ion  of a wide v a r i e t y  of s e r v i c e s  t o  p e ~ p l e  w i th  ecctnomic, 
behaviora l  and h e a l t h  problems. I n  t h e  Twin C i t i e s  a r e a  t h e s e  ' s o c i a l  
s e r v i c e '  programs more than doubled from 1967-72 under t h e  s t i r n y l y ~  o f  
apeq-ended f e d e r a l  support .  

A broad r e a p p r a i s a l  of t h e s e  programs is  now under way a f q e r  Con- 
g r e s s  p laced  a l i d  on a major source  of funds. One of t h e  major i s suea  
under d i scuss ion  i s  how s e r v i c e s  a r e  de l ive red  and t h e  d i f f e r e n c e  t h i s  
can make i n  s t i m u l a t i n g  e f f e c t i v e n e s s ,  responsiveness  and accoun tab i l i t y .  
This  r e p o r t  p r imar i ly  dea l s  w i th  t h i s  ques t ion .  It recognizes ,  b u t  d ~ e q  
no t  address ,  o t h e r  i s s u e s  such a s  t h e  l e v e l  of funding, f inanc ing  arrangp- 
ments, t h e  governmental o rgan iza t ion  of s e r v i c e s ,  how t o  determine t h e  
need f o r  s e r v i c e s  and t h e  coord ina t ion  of them i n  a s s i s t i n g  a s i n g l e  
i n d i v i d u a l  o r  family.  

I n  o u r  e a r l i e r  r e p o r t ,  "Why Not Buy Service?",  we  concluded t h a t  
t h e  purchase of s e r v i c e  i n  va r ious  forms is a technique t h a t  o f f e r s  
cons iderable  p o t e n t i a l  f o r  improving them. A s  s e r v i c e s  a r e  purchased, 
competi t ion between a v a r i e t y  of vendors i s  l i k e l y  t o  sharpen t h e i r  
purpose and s t i m u l a t e  new and b e t t e r  ways of d e l i v e r i n g  a s e r v i c e  more 
e f f e c t i v e l y ,  e f f i c i e n t l y  and responsively.  This  r e p o r t  goes beyond our  
e a r l i e r  one, however, by d e t a i l i n g  t h e  process  used t o  buy pany s o c i a l  
s e r v i c e s  i n  t h e  p a s t  few yea r s  and eva lua t ing  experience wi th  these.  
3,t f u r t h e r  i d e n t i f i e s  some of t h e  problems and obs t ac l e s  prgsentqd by 
these arrangements. Unless t hese  a r e  overcome, i t  w i l l  be  d i i f f c u l t  LQ 
a t t r a c t  t h e  p o t e n t i a l  p rov ide r s  necessary  t o  test t h e  oppor tun i f i e s  
purchase of s e r v i c e  p r e s e n t s  and t o  move toward s e r v i c e s  supported by 
t h e  r e s u l t s  they achieve.  

F i n a l l y ,  t h e  r e p o r t  c h a r t s  some s o c i a l  s e r v i c e s  t h a t  might be p u p  
chased i n  an experimental  program concerned wi th  ways of improving 
s e r v i c e s  and t h e i r  de l ive ry .  Addi t iona l  work must fol low t o  explore  
va r ious  arrangements f o r  i n d i v i d u a l  s e r v i c e s  and t h e  packaging of Sam? 
of them i n  a program d i r e c t e d  t o  achiev ing  c e r t a i n  r e s u l t s  such as con- 
t inuous employment, s o b r i e t y  o r  maintenance o u t s i d e  of i n s t i t u t i o n s .  



M A J O R  I D Z A S  . . . . . . . . 

B e t t e r  ways of providing s o c i a l  s e r v i c e s  a r e  more l i k e l y  t o  emerge 
when a v a r i e t y  of p o t e n t i a l  vendors a r e  competing t o  d e l i v e r  such ser- 
v ices .  This  can happen a s  g r e a t e r  use is made of two techniques: The 
purchase of s e r v i c e  by new kinds of performance con t rac t s ,  and indi rec t :  
purchase by consumers. They o f f e r  many p o s s i b i l i t i e s  f o r  sharpening the  
purpose of s e r v i c e s  and improving t h e i r  e f f e c t i v e n e s s  and responsivepasa 
i n  achieving des i r ed  r e s u l t s .  

The purchase of s e r v i c e s  i s  nothing new. It has been under way f o r  
a number of years  wi th  f e d e r a l  a s s i s t a n c e .  However, t h e  way t h i s  has 
been done has made these  "contracts"  appear  more l i k e  grants .  A number 
of bas i c  problems with the  process used t o  d a t e  must be overcome i f  w e  
a r e  t o  look. f o r  improvements t h a t  may come from purchase of s e rv ice .  
These problems include: 

* The d i f f i c u l t y  i n  expect ing t h a t  t h e  same government bureau 
o r  department which now d e l i v e r s  a s e r v i c e  i t s e l f  t o  evalu- 
ate--on an equal  basis--the a l t e r n a t i v e  of purchasing the  
s e r v i c e  from someone e l s e .  

* Lack of measurable performance ob jec t ives  f o r  t he  s e r v i c e  
and f o r  vendors, which makes t h e  con t rac t  resemble a grant .  

* Limited s o l i c i t a t i o n  of p o t e n t i a l  vendors and the re fo re  few 
takers .  

* Rules of  compensation t h a t  c o n s t i t u t e  a no-profi t ,  possible-  
l o s s  arrangement f o r  vendors. I f  a vendor's a c t u a l  c o s t  is  
l e s s  than t h e  agreed-upon con t rac t  p r i ce ,  he won't be paid 
more than h i s  a c t u a l  c o s t .  O r ,  i f  h i s  c o s t  exceeds t h e  con- 
t r a c t  p r i c e ,  he won't be pa id  more than t h e  con t rac t  p r i ce .  

* Frequent changes t o  t h e  terms of a con t rac t .  . .sometimes 
without  adjustments i n  compensation s o  t h a t  t h e  con t rac t  
does not  bind both p a r t i e s .  

* A nego t i a t ion  process which r equ i re s  t h e  vendor t o  d i sc lose  
a l l  of h i s  u n i t  c o s t s  and t o  j u s t i f y  t h e i r  reasonableness 
r a t h e r  than t o  focus on t h e  t o t a l  c o s t  and r e s u l t s  from t h e  
se rv ice .  This  p r a c t i c e  discourages p o t e n t i a l  vendors from 
en te r ing  t h e  market and removes incen t ives  f o r  b e t t e r  ser -  
v i c e ,  a s  they must revea l  t h e  d e t a i l s  of t h e i r  i n t e r n a l  
management and opera t ipn  . 

* Limitat ions of some s e r v i c e s  t o  only non-profit  vendors, 
which l i m i t s  t h e  poss ib l e  competition. 



. . . . . . . . I N  O U R  R E P O R T  

Opportuni t ies  f o r  experimenting wi th  var ious  purchase arraqgements e x i s t .  
A number of s e r v i c e s  which appear t o  be w e l l  s u i t e d  inc lude  f i n a n c i a l  counsel- 
ing ,  chore s e r v i c e s  (housecleaning, shopping, e r r ands ,  e t c . ) ,  homemaker s k i l l  
development, ho t  meal s e r v i c e s ,  alcoholism r e h a b i l i t a t i o n ,  and day ca re .  

A number of s t e p s  need t o  be taken t o  overcome e x i s t i n g  obs t ac l e s  and t o  
t e s t  a v a r i e t y  of purchase arrangements. 

Spec i f i ca l ly ,  we recommend governmental po l i cy  bodies t h a t  a r e  responsi-  
b l e  f o r  overseeing the  de l ive ry  of s o c i a l  s e rv ices :  

A. Make t h e  choice between whether a s e r v i c e  should be d i r e c t l y  
de l ive red  by t h e i r  own organiza t ion  o r  purchased. This  should 
apply by r e s o l u t i o n  when new o r  expanded s e r v i c e s  a r e  proposed 
and t o  e x i s t i n g  ones following an  eva lua t ion  of t h e i r  p o t e n t i a l  
purchase. 

B. Es tab l i sh  a c e n t r a l  s o c i a l  s e r v i c e  purchasing o f f i c e  wi th  the  
necessary con t rac t ing  c a p a b i l i t y  and r e s p o n s i b i l i t y  f a r  prapos- 
i ng  a program t o  experiment wi th  a v a r i e t y  of d i f f e r e n t  purchase 
arrangements i n  a number of s e rv ices .  A number of con t rac t ing  
s k i l l s  need t o  be acquired by t h i s  c e n t r a l  o f f i c e  inc luding  
developing d e t a i l e d  s p e c i f i c a t i o n s ,  s o l i c i t i n g  r eques t s  f o r  
vendors, nego t i a t ing  t h e  t e n s  of a c o n t r a s t  o r  awarding of 
b ids ,  and eva lua t ing  con t rac to r  performance. 

C. Use a v a r i e t y  of  techniques t o  eva lua te  con t rac to r  performance 
and r e s u l t s  from a se rv ice .  These inc lude  r e c i p i e n t  in te rv iews,  
r e c i p i e n t  s e l e c t i o n  of t h e  vendor and ob jec t ive  measurements. 
A s  con t r ac t ing  proceeds, t h e  a r t  of eva lua t ion  must be f u r t h e r  
developed. . .work which can a l s o  proceed by a program of expe- 
r imenta l  con t r ac t s .  

D. Adopt s e v e r a l  changes t o  t h e  r u l e s  and terms f o r  con t rac t ing .  
Federa l  and s t a t e  l e g i s l a t i v e  changes needed include:  Leng- 
thening t h e  time of c o n t r a c t s ,  making f o r - p r o f i t  a s  w e l l  a s  
non-profi t  vendors e l i g i b l e ,  permi t t ing  a waiver of s tandard-  
s e t t i n g  r egu la t ions  when publ ic  governmental bodies  propose 
t o  c o n t r a c t  f o r  a s e r v i c e  wi th  s p e c i f i e d  r e s u l t s ,  and adopting 
compensation r u l e s  which pay the  vendor t h e  amount agreed upon 
i f  he i s  respons ib le  f o r  t h e  outcome of t h e  s e r v i c e  o r  t h e  
vendor's a c t u a l  c o s t .  



FINDINGS 

1. ONLY NOW CAN WE SEE THE DRAMATIC EXPANSION I N  PUBLIC RESPONSIBILITY AND 
FUNDING FOR SOCIAL SERVICES AID CHANGES I N  THE ORGANIZATION OF THEIR 
DELIVERY. 

A. The p a s t  decade was a per iod  of unprecedented growth i n  t h e  q u a n t i t y  
and v a r i e t y  of pub l i c ly  supported h e a l t h  and s o c i a l  s e r v i c e s .  

Some of t h e  people who rece ived  these  s e r v i c e s  inc lude  r e c i p i e n t s  of 
p u b l i c  f i n a n c i a l  a s s i s t a n c e ,  no tab ly  t h e  growing numbers r ece iv ing  Aid 
t o  Famil ies  w i th  Dependent Children (AFDC) and Aid t o  t h e  Disabled 
(AD); people who a r e  r e t a rded ,  mental ly  o r  emotional ly ill, phys i ca l ly  
handicapped, chemically dependent o r  unemployed; unmarried mothers and 
guardians of t h e  s t a t e ;  people w i th  low incomes who need food, s h e l t e r  
o r  h e a l t h  ca re ;  and t h e  e l d e r l y .  

The types of s e r v i c e s  a r e  many and d iverse .  A few of them inc lude  
counsel ing of pa ren t s ,  ch i ld ren ,  unwed mothers o r  t h e  unemployed; 
providing day a c t i v i t y  cen te r s  f o r  t h e  r e t a rded ,  s h e l t e r e d  workshops 
f o r  t h e  handicapped, day care  f o r  ch i ld ren ,  housekeeping a s s i s t a n c e  
t o  t h e  phys i ca l ly  d i sab led  o r  r e s i d e n t i a l  c a r e  of t he  emotional ly d i s -  
turbed;  i n t e rven ing  and ca r ing  f o r  ch i ld ren  and a d u l t s  i n  danger of 
n e g l e c t ,  abuse o r  e x p l o i t a t i o n ;  and providing h e a l t h  c a r e  t o  people 
wi th  low incomes. 

It is d i f f i c u l t  t o  c h a r t  t h e  a c t u a l  t o t a l  growth i n  t h e  q u a n t i t y  of 
s e r v i c e s  due t o  changing d e f i n i t i o n s  and t h e  way programs a r e  orga- 
nized.  Some i n d i c a t i o n  of t h e  inc rease  i n  t h e  p a s t  decade, however, 
is provided by looking a t  t h e  expendi tures  f o r  o t h e r  than f i n a n c i a l  
and medical a s s i s t a n c e  t o  r e c i p i e n t s  and payments f o r  r e s i d e n t i a l  o r  
f o s t e r  c a r e  of ch i ld ren  by Hennepin and Ramsey County Welfare Depart- 
ments and o t h e r  county s o c i a l  s e r v i c e  agencies .  

Expenditures f o r  Soc ia l  Serv ices  and Administrat ion 
i n  Hennepin and Ramsey Counties - 1963, 1968 and 1972 * 

Hennepin County $3,843,343 $ 7,976,615 $19,834,864 
~ a m s e y  County 

To ta l s  

* These f i g u r e s  a r e  only approximations of t h e  t o t a l  amount spent  f o r  
s o c i a l  s e rv i ces .  They o v e r s t a t e  t h e  a c t u a l  expenditures  f o r  s o c i a l  
s e r v i c e s ,  a s  they inc lude  t h e  c o s t  of adminis te r ing  a l l  wel fa re  de- 
partment programs. They a l s o  inc lude  t h e  expenditures  f o r  o t h e r  
county programs such a s  mental hea l th lmenta l  r e t a r d a t i o n  and a lcohol  
and i n e b r i e t y ,  which were l a r g e l y  added i n  t h e  p a s t  decade. Hennepin 
County expenditures  by these  newer agencies  i n  1972 t o t a l e d  $5,080,630. 



B. Expansion of s o c i a l  s e r v i c e s  took p l ace  due t a  an incf-ease i n  t h e  pumbe~ 
of r e c i p i e n t s  of e s t a b l i s h e d  programs, t h e  add i t i on  of new programs by  
~ o n g p  
grams a v a i l a b l e  t o  large-new groups of people f o r  t h e  f i r s t  t ime. 

1. The number of recipients of some established we lfare assistance p r o g ~ m s  
increased significantly i n  the late 1960s. These inc reases  r e s u l t e d  
from a number of f a c t o r s  including:  r i s i n g  d ivorce  rates, t h e  advocacy 
of new community organiza t ions ,  t h e  mi l i tancy  of r e c i p i e n t s ,  aed jud i -  . 
c i a 1  dec i s ions  dropping residency requirements.  L e g i s l a t i v e  dec i s ions  
t o  extend coverage of programs such a s  AFDC t o  f ami l i e s  wi th  unemployed 
f a t h e r s ,  and l i b e r a l i z e d  d e f i n i t i o n s  of a d i sab led  person, a l s o  c o n t r i -  
buted t o  an i n c r e a s e  i n  t h e  number of r e c i p i e n t s  and an expansion of 
t r a d i t i o n a l  s o c i a l  s e r v i c e s .  

I n  two programs -- AFDC and Aid t o  t h e  Disabled -- f o r  example, t h e  
number of r e c i p i e n t s  t r i p l e d  from 1963 t o  1972 i n  Hennepin County. 
The number of persons r ece iv ing  AFDC increased  31,677, o r  200%, from 
14,756 i n  1963 t o  46,433 i n  1972. Increases  i n  t h e  number of persons 
i n  o t h e r  programs included 2,491, o r  200%, i n  Aid t o  t h e  Disabled; 
460, o r  54%, i n  mental ly  ill; 421, o r  45%, i n  unmarried mothers; 442, 
o r  17%, i n  mental ly  r e t a rded ;  and 420, o r  19%, i n  c h i l d  p r o t e c t i o n  
cases .  

Congress and the Minnesota Legislature added some new pmgrams - sych 
as work training for we lfare recipients, family planning, and chemical 
dependency rehabi Z i  tation - and expanded existing health, mental health 
c l in ics  and retardation programs. These new o r  expanded s e r v i c e s  were 
c rea t ed  i n  an e f f o r t  t o  a s s i s t  c u r r e n t  r e c i p i e n t s  t o  become independent 
of f i n a n c i a l  a s s i s t a n c e  o r  i n s t i t u t i o n a l  c a r e  and t o  prevent  p o t e n t i a l  
r e c i p i e n t s  from becoming dependent o r  t o  enable them t o  func t ion  out- 
s i d e  of i n s t i t u t i o n s .  

Federa l  and s t a t e  funding which accompanied these  new o r  expanded pro- 
grams had by 1972 provided h e a l t h  c a r e  through Medicaid t o  5,876 per- 
sons wi th  low incomes i n  Hennepin County, and funded t h e  c r e a t i o n  o r  
expansion of 21 day c a r e  c e n t e r s ,  19 halfway houses f o r  t he  chemically 
dependent o r  mental ly  ill, and 4 1  day a c t i v i t y  c e n t e r s  i n  Hennepin and 
Ramsey Counties.  

New-large groups of people -- beyond the current wellfare recipients T- 

were made el igible  t o  receive many social semices,  thereby signifioantly 
increasing the nmber of consumers and demands for services. Congrqss 
i n  1962 and aga in  i n  1967 opened up s o c i a l  s e r v i c e s  by broadening e l i -  
g i b i l i t y  f o r  them. Ins t ead  of being l i m i t e d  t o  cu r r en t  r e c i p i e n t s ,  
these  s e r v i c e s  a f t e r  1967 could be made a v a i l a b l e  t o  people who had up 
t o  two yea r s  before  been r e c i p i e n t s ,  t o  those  who p o t e n t i a l l y  i n  t h e  
next  f i v e  yea r s  might become r e c i p i e n t s ,  and t o  a l l  r e s i d e n t s  of desig- 
na ted  communities conta in ing  a l a r g e  propor t ion  of low-income people. 
These designated areas included t h e  136,000 r e s i d e n t s  of P i l o t  C i ty  apd 
Model Neighborhood i n  Minneapolis and t h e  Model Ci ty  a r e a  of S t .  Paul.  
This meant t h a t  a l l  r e s i d e n t s  of t hese  a r e a s  were e n t i t l e d  t o  r ece ive  
s e r v i c e s  such a s  day care .  



11. ONE FEDERAL PROGRAM - THE 1967 TITLE IV-A AMENDMENT TO THE SOCIAL SECURITY ACT - 
STOOD AS A MAJOR DEPARTURE TO THE DELIVERY PATTERN AND FUNDING ARRANGEM$8TS FOR 
SOCIAL SERVICES UNTIL A LID WAS PLACED ON IT I N  1972. 

A. T i t l e  IV-A not  only w a s  a major source  of d o l l a r s  f o r  s o c i a l  services i n  an 
open-ended fund, but  a l s o  introduced t h e  opt ion  f o r  use  of p r i v a t e  fvnds fq 
match pub l i c  funds and t h e  use of a new approach t o  t h e i r  de l ive ry  by the 
purchase of them. 

Unlimited funds were made a v a i l a b l e  f o r  s o c i a l  s e r v i c e s  i n  1967 $n an open- 
ended account s e t  up by the  child-family s e r v i c e s  ( T i t l e  IV-A) amendments 
and t h e  adu l t  s e r v i c e s  ( T i t l e s  I, X, X I V  and XVI) amendments t o  t h e  Soc ia l  
Secur i ty  Act. The l a r g e s t  of t hese  w a s  T i t l e  IV-A. The f e d e r a l  government 
wi th  t h i s  l e g i s l a t i o n  e s s e n t i a l l y  agreed t o  match a l l  state and l o c g l  pub- 
l i c  o r  p r i v a t e  funds f o r  s o c i a l  s e r v i c e s  i n  a s t a t e  p lan  on a 3 t o  1 bas i s .  

The 32 matching funds most o f t en  came from s t a t e  and l o c a l  governments, bu t  
s i g n i f i c a n t  p r i v a t e  funds a l s o  were used . . . l a r g e l y  from t h e  United Way 
o r  non-profit  a s soc ia t ions .  I n  Hennepin County, f o r  example, 84% of t h e  
non-federal sha re  i n  1971 and 1972 came from t h e  state, county, and Miwe- 
a p o l i s  c i t y  and school  d i s t r i c t  funds. The remaining 16% of noq~govern-  
mental funds were equa l ly  from t h e  United Way and Day Ac t iv i ty  CenFers. 

Apart from inc reas ing  t h e  funding of s e r v i c e s ,  t h e  1967 amendments a l s o  
permit ted s e r v i c e s  t o  be purchased from o the r s .  A s  programs increased,  
many p r i v a t e  organiza t ions  such as t h e  day a c t i v i t y  cen te r s  f p r  phe t F t a r r  
ded were ab le  t o  expand t h e i r  e x i s t i n g  programs - while o t h e r s  such a s  day 
care  cen te r s  s t a r t e d  t o  d e l i v e r  a number of s e rv ices  under a purchase 
agreement wi th  t h e  counties .  I n  many cases  t h i s  approach had t h s  e f f e u t  
of t r i p l i n g  the  quan t i ty  of a given s e r v i c e  an organiza t ion  cpuld provide. 

By 1972, both Hennepin and Ramsey Counties purchased a numbgr of s o c i a l  
s e r v i c e s  from p r i v a t e  providers  and o t h e r  u n i t s  of government l a r g e l y  
with these  new f e d e r a l  funds. Some of these  included: 

1, Day c a r e  f o r  ch i ld ren  from 21 day ca re  centers .  
2. Camping experiences f o r  ch i ldren  from 35 p r i v a t e  agencies.  
3. Day a c t i v i t y  f o r  t he  r e t a rded  from 27 day a c t i v i t y  cen te r s ,  
4 .  Senior  c i t i z e n  a c t i v i t i e s  from one s e n i o r  c i t i z e n  organiza t ion .  
5. Marital, family, i n d i v i d u a l  and debt counsel ing from 4 p r i v a t e  agencies ,  
6. Child counseling from t h e  Minneapolis Publ ic  Schools. 
7. Primary r e h a b i l i t a t i o n  f o r  i nd iv idua l  wel fare  r e c i p i e n t s  fram a number 

of c e n t e r s  and halfway house s e r v i c e s  f o r  t h e  chemically flependent 
from 1 8  organiza t ions .  

8. Halfway house s e r v i c e s  f o r  t h e  mental ly ill from 3 o rgan iza t ions ,  
9. I n s t i t u t i o n a l  c h i l d  ca re  of t h e  emotional ly d is turbed  from a number 05 

r e s i d e n t i a l  providers .  

B. The f e d e r a l  government slammed t h e  brakes on t h i s  new major spyyce of fund- 
i n g  f o r  s o c i a l  s e r v i c e s  i n  t h e  f a l l  of 1972 due t o  i ts  rapid  e s c a l a t i o n  and 
inc reas ing  concern about t h e  e f f e c t i v e n e s s  of many programs. 

S t a t e s  and count ies  had reached i n t o  t h e  T i t l e  IV-A program as a way of 
simply s h i f t i n g  many of t h e i r  e x i s t i n g  expenditures  t o  t h e  f e d e r a l  t r easu ry  



and us ing  i t  a s  a form of revenue shar ing .  The numbey~ of newly e l i g i -  
b re  r e c i p i e n t s  r ece iv ing  s e r v i c e s  a l s o  conrr ibuted  t o  t h e  r a ~ i d  growth 
i n  expendi tures .  It was stopped when t h e  qutnmatic d r a i n  qn t h e  f e d e r a l  
t r ea su ry  grew from $354 m i l l i o n  i n  1969 t o  $1.7 b i l l i o n  i n  1872, and 
when e s t ima te s  i n d i c a t e d  i t  would have reached $4.7 b i l l i o n  i n  1973. 
Local ly,  t h e  funding of s e r v i c e s  by T i t l e  IV-A grew from $900,000 i n  
'-970 t o  $11,282,000 i n  1972 i n  Hennepin County, Ramsey Cqmty ' s  progrzm 
s i m i l a r l y  increased  from $703,000 i n  1970 t o  $3,318,(300 i n  1972. 

Concern w a s  a l s o  growing i n  Congress and elsewhere abovt p r a l i f e r a t i o n  
of s o c i a l  s e r v i c e  programs and t h e i r  e f f e c t i v e n e s s r  Through t h e  per iod  
of e s c a l a t i o n ,  l i t t l e  thought was given t o  what wpre t h e  r e s u l t s  of 
d e l i v e r i n g  t h e s e  s e r v i c e s ,  t h e i r  responsiveness  t o  consumers, o r  t h e  
p o s s i b l e  e f f e c t  of t h e  method of d e l i v e r y  on these .  

111. A BROAD REAPPRAISAL OF SOCIAL SERVICE PROGRAMS I$ NOW UNDER WAY, WHILE MUCH 
OF THEIR EXPANSION HAS BEEN HELD UP. 

A. The r e a p p r a i s a l  - o r  a c a l l  f o r  one - is coming from a l l  t h e  p a r t i e s  
c u r r e n t l y  funding, d e l i v e r i n g  and r ece iv ing  servicpp.  

Congress and execut ive  agencies  a r e  i n  t h e  midst of cons iderable  turmoi l  
i n  reshaping s o c i a l  s e r v i c e  programs. Funding has been he ld  back t o  a 
l e v e l  of $1.8 b i l l i o n  i n s t e a d  of t h e  $2.5 b i l l i o n  au thpr izeg .  There a r e  
proposa ls  t o  i n c r e a s e  i t .  The Department of Heal th,  Education and Wel- 
f a r e  proposed new r u l e s  and then changed them a nunbsf of times i n  t h e  
p a s t  year .  Current ly,  f o r  example, t h e  r u l a s  l i m i t  s e r v i c e s  t o  only 
former r e c i p i e n t s  of t h e  p a s t  s i x  months and potentSa1 r e c i p i e n t s  i n  t h e  
next  two years .  A l l  r e s i d e n t s  of low-income conununities no longer  a r e  
e l i g i b l e .  Numerous proposals  a r e  a l s o  c u r r e q t l y  under s tudy  i n  Congress 
t o  re formula te  b a s i c  wel fare  programs, t o  c h a ~ g e  t h e  funding f o r  s o c i a l  
s e r v i c e s ,  and t o  i n c r e a s e  t h e  amount of funding? 

S t a t e  governments a r e  a l s o  engaged i n  looking a t  t h e  f y t u r e  d i r e o t i o ~  of 
a number of s o c i a l  wel fa re  programs. I n  Minnesopa t h i s  d i scuss ion  i s  
occurr ing  i n  t h e  Leg i s l a tu re ,  t h e  S t a t e  Planning Agqncy, and t h e  S t a t e  
Pub l i c  Welfare and Correc t ions  Departments, Much of t h e  d i scuss ion  
focuses on t h e  s t a t e  r o l e  i n  d e l i v e r i n g  se rv i cqs ,  t h e  movement away from 
s ta te -opera ted  i n s t i t u t i o n s  t o  l o c a l  p rog ram f o r  co f r ec t ions ,  t h e  men- 
tal1.y ill and t h e  r e t a rded ,  and t h e  reorganizatgon of e x i s t i n g  s t a t e  
aqencies  i n t o  a s i n g l e  human resources  o rgan iza t ion ,  

Couxty boards,  wel fa re  departments,  mental  h e a l t h  boards,  c o u r t  s e r v i c e  
agencies  and t h e  gene ra l  county admin i s t r a to r s  vho l i v e  under a b lanket  
of f e d e r a l  and s t a t e  r u l e s  and r egu la t ions  a r e  looking a t  t h e  o rgan iza t  
t i o n  of t h e i r  programs and t h e  va r ious  p o s s i b i l i t i e s  f o r  funding s e r v i c e s  
which they b e l i e v e  a r e  needed o r  reques ted  by c l i e n t s  and o t h e r s  n o t  
covered by e x i s t i n g  programs. 

Nunerous p ro fe s s iona l s ,  i nc lud ing  s o c i a l  workers,  r e h a b i l i t d t i o n  and 
h e a l t h  ca re  workers who d e l i v e r  many of t h e  .social s e r v i c e s  t o  c l i e n t s ,  
a r e  c a l l i n g  f o r  changes t o  e x i s t i n g  programs. Their  experience and pro- 
f e s s i o n a l  views have con t r ibu ted  t o  de f in in?  a number of problems such a s  
t h e  over lap  of s e r v i c e s  t o  h d i v i d u a l  r e c i p i e n t s .  Msny of them have 



c a l l e d  f o r  changes t o  e x i s t i n g  programs,for use of d i f f e r e n t  ways f o r  treat- 
ing  va r ious  condi t ions ,  proposed new s e r v i c e s  and f o r  t h e  funding of theqe. 

The voice  of r e c i p i e n t s  i nc reas ing ly  is  heard c a l l i n g  f o r  changes t o  e x i s t -  
i n g  programs and f o r  t h e  c r e a t i o n  of new ones through recen;Fly c r e a t e d  advi-  
so ry  o rgan iza t ions  t o  agencies  respons ib le  f o r  s o c i a l  s e r v i c e s .  Growing 
n w b e r s  of groups organized around r e c i p i e n t s  o r  suppor t e r s  of i n d i v i d u a l  
programs a l s o  a r e  involved i n  these  e f f o r t s  - sometiyes eveq t o  thg  p ~ i p t  
of s e t t i n g  up t h e i r  own s e r v i c e s  such a s  drop-in and c r i s i s  c e n t e r s  f o r  
young people. 

The p r i v a t e  s o c i a l  s e r v i c e  agencies  and t h e  United Way (a  major source  of 
funding f o r  them) are a l s o  appra i s ing  t h e i r  r o l e  and p r i o r i t i e s  i n  d e l i v e r -  
i n g  many se rv i ces .  A s  t h e  p u b l i c  moves t o  provide an inc reas ing  number of 
s e r v i c e s ,  s e r i o u s  ques t ions  are being r a i s e d  about t h e  d i r e c t i o n  pf t hese  
h i s t o r i c  major providers  of s e r v i c e s  - whether they should become contrac-  
t o r s ;  t h e i r  a b i l i t y  t o  maintain and d i r e c t  t h e i r  i nd iv idua l  programs i n  
l i g h t  of f u t u r e  funding and of poss ib l e  cont rgc t ing .  This  d i scuss ion  is 
occurr ing  i n  each agency, i n  organiza t ions  of agencieq, and i n  the  planniqg,  
~ e s e a r c h  and p r i o r i t y  a l l o c a t i o n  arms of t h e  United Way. 

F i n a l l y ,  c i t i z e n s ,  who may only  begin t o  perce ive  what is  happening, a r e  
ques t ion ing  t h e  purpose of var ious  s e r v i c e s  and t h e i r  imp l i ca t ions  f o r  
f u t u r e  taxes .  

B,  A growing conoern about many programs . . . t h e i r  purpose, o rgan iza t i an ,  
d e l i v e r y  and funding - and proposa ls  f o r  changes by both p u b l i c  agencies  
and groups o u t s i d e  - have con t r ibu ted  t o  t h e  p re sen t  wide-ranging n a t i o n a l  
and l o c a l  a p p r a i s a l .  

1. Increased at tent ion i s  now focused on the outcome o f  wonk perfirmed by 
many people i n  welfare departments - particularly those whose jobs i n  
the future w i l l  consist  only of delivering social services. Tradi t ion-  
a l l y ,  many s e r v i c e s  were de l ive red  t o  we l f a re  r e c i p i e n t s  by a q o c i a l  
case-worker who determined whether a p p l i c a n t s  were e l i g i b l e  f o r  f inan-  
c i a l  a s s i s t a n c e ,  t h e  amount of a s s i s t a n c e  they ghould r ece ive ,  what 
s o c i a l  s e r v i c e s  they needed, and how t h e s e  could be obtained.  Some 
s o c i a l  s e r v i c e s  such a s  debt  counsel ing might even be de l ive red  by t h i s  
s o c i a l  worker, The job of e l i g i b i l i t y  d e t e m i n a t i p n  and income o r  
f i n a n c i a l  a s s i s t ance ,  however, was r e c e n t l y  separa ted  from d e l i v e r y  of 
s o c i a l  s e r v i c e s  due t o  f e d e r a l  d i r e c t i o n  i n  t h e  1967 amendments t o  t h e  
S o c i a l  Secu r i ty  Act. A s  a consequence, a new graup of e w p l ~ y e e s  ( e l i -  
g i b i l i t y  technic ians)  now handles  p a r t  of t h e  previous job of s o c i a l  
workers, thereby f r e e i n g  them t o  d e l i v e r  s o c i a l  s e r v i c e s .  

. Many public agen&es and professionals have expressed concern about the 
coordination of nwnerous servioes i n  handling the problems ~f a single 
person or family and the inaccessibi l i ty  of  many of them. These con- 
cerns  a r e  expressed i n  e f f o r t s  t o  coord ina te  and i n t e g r a t e  a v a r i e t y  of 
f r a c t i o n a l i z e d  s e r v i c e s  provided by va r ious  agencies  and ip t h e  decen- 
t r a l i z a t i o n  of t h e i r  de l ive ry  t o  l o c a l  s e r v i c e  cen te r s .  S teps  have 
a l r eady  been taken i n  Minnesota t o  e s t a b l i s h  s i q g l e  stave and county 
human resources agencies  from t h e  c u r r e n t l y  s epa ra t e  we l t a r e ,  correc-  
t i o n s ,  chemical dependency and mental h e a l t h  agenqies .  Experiments 
a r e  a l s o  under way t o  e s t a b l i s h  ne ighb~rhood  o r  c~mmunity multi-serv4ce 
c e n t e r s  where p u b l i c l y  provided s o c i a l  s e r v i c e s  can be de l ivered .  



3.  Increases i n  the nwnber o f  public employees and the s i ze  of public 
payrolls required t o  direct ly  deliver nwnerous services have been a 
growing concern of many public o f f i c i a l s ,  adninistrators and c i t i zens .  
This f a c t o r  alone,  some f e a r ,  could become a r e a l  cons t ra in t  on the  
expansion of s o c i a l  se rv ices .  The purchase of se rv ices  from ou t s ide  
providers  has been suggested a s  an a l t e r n a t i v e  on i ts  merits t o  t h e i r  
d i r e c t  de l ivery  a s  se rv ices  a r e  reorganized and expanded. This  tech- 
nique was extens ively  used t o  expand se rv ices  i n  t h e  pas t  t h r e e  t o  
f i v e  years .  The approach, however, r a i s e s  a number o f ,  a s  ye t ,  unan- 
swered quest ions due t o  the  unevaluated experience from t h i s  s h o r t  
period of t i m e .  

4 .  Serious questions about the responsiveness and effectiveness of tra- 
di t ional ly  delivered services are raised i n  observing the growth i n  
the past few years of as many as 400 new programs outside the regular 
health and welfare system i n  the Twin Cit ies  Metropolitan area. 
Increas ingly  vocal  consumers of se rv ices  are advocating changes t o  
e x i s t i n g  programs and looking f o r  ways t o  make them more responsive. 
Some profess ionals  and consumers suggest t h e  bes t  way t o  handle these  
se rv ices  is  simply t o  guarantee people a minimum income and/or t o  
give r e c i p i e n t s  the  money and then l e t  them buy the  se rv ices  they 
bel ieve  a r e  needed from b~homever they s e l e c t .  

Iy. WIDST MANY SIGNIFICANT ISSUES WE BELIEVE IT IS  IMPORTANT DURING THE PERIOD OF 
REAPPRAISAL TO FOCUS ON THE TECHNIQUE USED TO DELIVER SERVICES - PARTICULARLY 
WEIR PURCHASE - TO DETERMINE WHAT THIS MAY OFFER I N  ADDRESSING CONCERNS ABOUT 
THESE PROGRAMS . 
,A. We recognize the re  a r e  major i s sues  about the  funding, planning and orga- 

n i z a t i o n  of s o c i a l  se rv ices  which l i e  beyond t h e  scope of t h i s  r epa r t .  

Publ ic  pol icy  bodies a t  a l l  l e v e l s  of government must make some d i f f i c u l t  
choices about the  f u t u r e  funding and de l ive ry  of s o c i a l  se rv ices .  Some 
of the  b i g  quest ions fac ing them and the  pub l i c  inclpde: 

* What s o c i a l  se rv ices  a r e  needed? How can t h i e  b e s t  be determined? 

* What can reasonably be accomplished by expanding various programs? 

* How can se rv ices  bes t  be organized t o  improve f h e i r  de l ivery?  

* What a r e  the  b e s t  arrangements f o r  funding se rv ices ,  e.g.,  ca tegor i -  
c a l  g ran t s ,  block g ran t s  o r  s p e c i a l  revenue sharing? 

* What amount of funds can be spent  from each l e v e l  of government? 

Decisions about the  amount of funding and the  way it i s  provided -- whether 
by f e d e r a l  ca tegor ica l  g ran t s ,  block granfs ,  s p e c i a l  o r  genera l  revenue 
sbar ing ,  s t a t e  o r  l o c a l  funds -- w i l l  have a s u b s t a n t i a l  inf luence  on 
s o c i a l  se rv ices .  Obviously, they w i l l  determine the  amount of se rv ices  
t h a t  a r e  publ ic ly  provided and the  numbers of people receiving them. I n  
add i t ion ,  however, these  choices can inf luence  who w i l l  d e l i v e r  the  ser- 
v ices  and the  degree outcomes r a t h e r  than inputs  a r e  emphasized i n  d e l i -  
ver ing  a se rv ice .  



Experimentation wi th  answers t o  some of these  ques t ions ,  such a s  t h e  orga- 
n i z a t i o n  of s e r v i c e s ,  is  a l ready under way. While Congress has postponed 
cons idera t ion  of reorganiza t ion  proposals  such a s  t h e  Al l ied  Serv ices  Act, 
Minnesota and i t s  count ies  a r e  proceeding t o  undertake an experiment i n  
coordinat ing var ious  agencies  i n  a  multi-county a r e a  human resources  board. 
These experiments a r e  very important.  They hold t h e  promise of packaging 
a  v a r i e t y  of now s e p a r a t e  se rv ices  de l ive red  t o  a  s i n g l e  r e c i p i e n t  o r  f m -  
i l y  f o r  var ious  condi t ions  o r  behavior p a t t e r n s .  They may a l s o  con t r ibu te  
t o  t h e  p o s s i b i l i t y  of achieving s p e c i f i e d  r e s u l t s  f o r  complex cases  where 
a  combination of d i f f e r e n t  t r a i n i n g ,  counseling, educat ion and r e h a b i l i t a -  
t i o n  s e r v i c e s  may be employed. 

B .  We concluded t h a t  t h e  purchase of s e r v i c e s  i n  var ious  forms, as an a l t g r -  
n a t i v e  t o  d i r e c t  de l ive ry  of them by pub l i c  agencies ,  i s  a technique t h a t  
o f f e r s  many p o s s i b i l i t i e s  f o r  sharpening t h e  purpose of s e r v i c e s  qnd i m -  
proving t h e i r  e f f e c t i v e n e s s  and responsiveness.  

1. There are a varie ty  of  techniques which can be used i n  providing ser-  
v ices .  Conceptually,  t hese  techniques and some of t h e i r  cha rac te r i s -  
t i c s  inc lude  : 

a .  Direc t  p rov i s ion  -- Services  provided d i r e c t l y  by governmental 
employees working f o r  a  governmental agency. Funding is prqvided 
by appropr ia t ion  i n  a budget f o r  a  p a r t i c u l a r  s e r v i c e .  The pro- 
gram ob jec t ives  i n  such a  program a r e  usual ly  n o t  c l e a r l y  defined 
unless  revenues a r e  earmarked, but  t h e  type of s e r v i c e  which i s  
t o  be consumed is  designated.  Such appropr ia t ions  may t ake  the  
form of grants- in-aid under which t h e  governmental agency ind i -  
c a t e s  i t  w i l l  provide a  given number of d o l l a r s  f o r  a program to  
a s p e c i f i e d  number of r e c i p i e n t s .  It i s  then up t o  the  agency 
adminis te r ing  such programs t o  determine what i npu t s ,  s tandards ,  
e t c .  w i l l  be requi red  i n  d i r e c t i n g  t h e  program. 

b.  Direc t  purchase by government -- A governmental agency, r a t h e r  
than d e l i v e r  i t s  s e r v i c e s  d i r e c t l y  wi th  i t s  own employees, may 
provide f o r  de l ive ry  by agencies  wi th  which it has agreements o r  
con t rac t s .  Two d i s t i n c t i v e l y  d i f f e r e n t  types of agreements o r  
c o n t r a c t s  e x i s t :  

1 )  Input-oriented c o n t r a c t s  -- Under t h i s  approach, a  governmen- 
t a l  agency s i g n s  a  con t rac t  wi th  a  f i rm t o  provide s e r v i c e  a t  
a  f ixed  c o s t .  An input-oriented con t rac t  must conta in  spec i -  
f i c a t i o n s  about what s e r v i c e  w i l l  be de l ivered ,  i . e . ,  t h e  in -  
pu t s  and s tandards  t h a t  must be met. I n  t h e  f i e l d  of aducq- 
t i o n ,  f o r  example, t h e  s p e c i f i c a t i o n s  could inc lude  pupil-  
teacher  r a t i o s ,  t he  use of para-profess ionals ,  which t e x t -  
books t o  use,  t h e  time spent  on s u b j e c t  mat te r ,  t h e  time. of 
c l a s s e s ,  t h e  amount of t ime s tuden t s  are i n  t h e  scnool ,  e t c .  
This  type of c o n t r a c t  r e q u i r e s  s p e c i f i c a t i o n s  i n d i c a t i n g  what 
type of s e r v i c e  w i l l  be provided and how it w i l l  be de l iuered .  
The amount pa id  t o  t h e  vendor f o r  de l ive r ing  t h i s  s e r v i c e  is  
f requent ly  based on a mutual agreement between t h e  vendor and 
t h e  p u b l i c  agency over f i x e d  c o s t s .  



2) Output-oriented c o n t r a c t s  -- Under t h i s  performance concrac t  
approach, t h e  governmental agency ag rees  t o  pay a f i rm  f o r  
d e l i v e r i n g  a program which achieves s p e c i f i e d  r e s u l t s .  Such 
a c o n t r a c t  l eaves  cons iderable  l a t i t u d e  t o  t h e  vendor i n  how 
t h e  s e r v i c e  i s  provided. Although t h e  c o n t r a c t o r  must meet 
e x i s t i n g  s tandards ,  he  is given s u b s t a n t i a l  f l e x i b i l i t y  i n  
s u b s t i t u t i n g  va r ious  i n p u t s  t o  achieve t h e  des i r ed  r e s u l t s .  
Performance con t r ac t ing  i n  educat ion,  f o r  example, might apply 
t o  reading and mathematics, s i n c e  t h e s e  a r e  two a r e a s  i n  which 
i t  is poss ib l e  t o  p re sc r ibe  performance and t o  measure t h e  
r e s u l t s .  Payment under t h i s  approach more o f t e n  is based on 
agreement about an acceptab le  p r i c e  t o  be pa id  f o r  d e l i v e r i n g  
s e r v i c e s .  

A c o n t r a c t  might a l s o  combine inpu t  and output  requirements by, 
f o r  example, r equ i r ing  a s e r v i c e  f o r  a s p e c i f i e d  per iod  of t i m e  
which i s  a l s o  t o  achieve s p e c i f i e d  r e s u l t s .  

c.  I n d i r e c t  purchase by consumers -- Under t h i s  approach, t h e  govern- 
mental  agency would t ake  t h e  d o l l a r s  which a r e  appropr ia ted  f o r  a - -  - 
p a r t i c u l a r  func t ion ,  d i v i d e  them up, and g ive  them t o  t h e  r e c i p i -  
e n t s  i n  t h e  form of e i t h e r  r egu la t ed  o r  unregulated vouchers. The 
r e c i p i e n t s  can then purchase t h e  s e r v i c e  from q u a l i f i e d  vendors. 

d. Income supplement -- This  approach i s  t h e  most p r i v a t e  technique 
f o r  d e l i v e r i n g  s e r v i c e s .  Cash is simply provided t o  supplement 
income, w i th  no l i m i t a t i o n s  placed upon its use. 

2. Direct delivery of services by governmental agencies, while appropriate 
and necessary for some services, has a number of shortcomings. (Refer- 
ence: "Why Not Buy Serv ice?") .  B r i e f l y ,  t hese  include:  The i n e r t i a  of 
d i r e c t  de l ive ry  bureaucrac ies  which impedes change i n  t h e  use of new 
approaches t o  so lv ing  problems; t h e  ex i s t ence  of few i n c e n t i v e s  due fo 
t h e  i n f l e x i b i l i t y  of c i v i l  s e r v i c e ;  and t h e  l a c k  of rewards f o r  j.mproved 
performance. 

3. The purchase arrangement i n  i t s  various foms of input-oriented and 
performance contracting, or indirect purchase with a voucher, has q 
number of adzuntages over the direct delivery method. (Reference : 
"Why Not Buy Service?") .  B r i e f l y ,  t hese  include:  Improved c o n t r o l  by 
managers over what is  de l ive red  and i t s  e f f e c t ;  increased  f l e x i b i l i t y  
t o  t e s t  t h e  e f f e c t i v e n e s s  of var ious  s e r v i c e s ;  an ongoing process  of 
s e t t i n g  ob jec t ives  and eva lua t ing  performance of s epa ra t e  t h i r d  p a r t i e s  
who can be he ld  accountable;  and p o s s i b l e  i nc reases  i n  e f f i c i e n c y  and 
responsiveness  t o  consumers due t o  competi t ion between providers .  

,. The purchase of services also has some problems and Zimitatiovs which 
may l i m i t  i t s  use for some services by comparison with direct delivery. 
These inc lude  some s e r v i c e s  where t h e r e  a r e  r e s p o n s i b i l i t i e s  i n t i m a t e l y  
a s soc i a t ed  wi th  t h e  p u b l i c ' s  i n t e r e s t ,  such a s  e l i g i b i l i t y  determina- 
t i o n  and i n t e r v e n t i o n  f o r  c h i l d  p ro t ec t ion .  Some s e r v i c e s  may a l s o  
f a i l  t o  a t t r a c t  o u t s i d e  providers  and t h e r e f o r e  may cont inue  t o  be 
d i r e c t l y  de l ive red .  



V. THE PROCESS AND ARRANGEMENT FOR PURCHASING SOCIAL SERVICES TO DATE HAVE TAKEN THE 
FORM ESSENTIALLY OF A GRANT FROM COUNTIES OR A STATE AGENCY TO SOW PRIVATE GROUP 
OR GOVERNMENTAL AGENCY I N  AN ARRANGEMENT FOR SQRVICES OUTLINED I N  THE STATE PLAN 
FOR SOCIAL SERVICES. 

A.  There are a number a f  elements i n  t h e  process used t o  purchase s e r v i c e s  
under ~ i t l e  IV-A which r e s u l t  i n  t h e  '"contract" resembling more of  a  grant .  

1. m e  agency respon~ible for delivering a service i s  also &he one respon- 
s ib le  for purchasing it. County wel fare  departments,  f o r  example, a r e  
respons ib le  f o r  t h e  bulk of s e r v i c e s  t h a t  a r e  purchased. They devise  
$he p lan  f o r  s o c i a l  s e r v i c e s ,  handle t h e  s o l i c i t a t i o n  of vendors,  deve- 
lop  s p e c i f i c a t i o n s ,  n e g o t i a t e  t h e  c o n t r a c t  and monitor it. 

2 .  Specifications consist of Zisting inputs in to  the service. Specif i ca -  
t i o n s  f o r  s o c i a l  s e r v i c e s  t o  da t e  a r e  mostly d e s c r i p t i v e  of how a s e r -  
v i c e  is  t o  be de l ive red  and t h e  number of c l i e n t s .  D e t a i l  c o n s i s t s  of 
s tandards  t o  be m e t  such a s  t h e  personnel-cl ient  r a t i o s ,  t h e  phys ica l  
requirements f o r  l i c e n s i n g  of f a c i l i t i e s ,  hours of opera t ion ,  e t c .  

3 .  A limited nwnber of prospective vendors are approached about submitting 
a proposal for contract. Only organiza t ions  o r  agencies  such a s  non- 
p r o f i t  day ca re  cen te r s ,  family s e r v i c e  organiza t ions ,  neighborhood 
houses, day a c t i v i t y  cen te r s ,  etc., which a l ready provide t h e  des i r ed  
o r  comparable s e r v i c e ,  a r e  cont rac ted  t o  submit a  proposal  f o r  a  con- 
tract.  There is no genera l  a d v e r t i s i n g  of reques ts  f o r  b id  o r  con t ran t .  
n o r  l i t t l e  c u l t i v a t i o n  of poss ib l e  providers .  Vendors i n  p a r t  a r e  a l s o  
l i m i t e d  i n  one of t h e  arrangements f o r  funding. This  occurs  where t h e  
United Way provides t h e  l o c a l  match w i t h  t h e  understanding t h a t  one of 
i t s  a f f i l i a t e d  agencies  w i l l  d e l i v e r  t h e  s p e c i f i e d  s e r v i c e  o r  where one 
of t h e  p r i v a t e  agencies  goes d i r e c t l y  t o  t h e  county wi th  the  l o c a l  
match i n  r e t u r n  f o r  t h e  con t rac t .  

Some con t rac t s  - i n  mental h e a l t h ,  f o r  example - r e s u l t e d  from suggeg- 
t i o n s  f o r  a  con t rac t  from churches, halfway hguses, and organiza t ions  
i n t e r e s t e d  i n  s e r v i c e s  f o r  t h e  mental ly r e t a rded ,  The mental h e a l t h  
agencies  i n  t u r n  were r ecep t ive  t o  these ,  a s  they were i n  t h e  process 
of expanding t h e i r  opera t ion  t o  inc lude  a l a r g e r  number of r e c i p i e n t s .  

A few agencies  d e s i r i n g  t o  purchase s e r v i c e s ,  such a s  t h e  S t a t e  Divisiqn 
of Vocational Rehab i l i t a t ion ,  d i r e c t l y  encouraged people i n t e r e s t e d  i n  ci 
service--such a s  work t r a i n i n g  f o r  t he  phys ica l ly  o r  mental ly disabled-- 
t o  organize an agency t o  d e l i v e r  a  s h e l t e r e d  workshop s e r v i c e  where one 
d id  not  e x i s t .  

4 .  The contracting process excZusiveZy re l i e s  upQn an input-oriented con- 
tract,  with the key terms--such as prices paid--arrived a t  by negotia- 
t ion  over the costs of individual items. A l l  c o n t r a c t s  under T i t l e  IV-A 
were of t h e  fixed-charges type, i n  which t h e  con t rac to r  agreed t o  d e l i -  
v e r  a  s e r v i c e  meeting c e r t a i n  s tandards  t o  a  given number of r e c i p i e n t s  
a t  a  p r i c e  acceptable  t o  t h e  con t rac t ing  agency fol lowing a n a l y s i s  and 
acceptance of t h e  c o s t  of i nd iv idua l  i tems. This c o n t r a s t s  with a  per- 
formance-type con t rac t ,  where r e s u l t s  a r e  s p e c i f i e d  and payment is  made 
on t h e  b a s i s  of a  p r i c e  submit ted by t h e  vendor and accepted i n  open 
bidding o r  ad jus t ed  i n  nego t i a t ions .  



a .  A process  of nepociat$oa between t h e  prospec t ive  vendor and t h e  con- 
t r a s t i n g  agency determines t h e  b a s i c  d o l l a r  amount of t he  c o n t r a c t  o r  
t h e  per-uni t  cosk. ~ompensgt ion  f o r  d e l i v e r i n g  a s e r v i c e  is l a r g e l y  
determined a s  t h e  p a r t i e s  proceed through a number of s t e p s .  It begins 
wi th :  (1) The pub l i c  agency, such a s  t h e  we l f a re  department,  request-  
i n g  t h e  prospec t ive  vendor (e .g. ,  a day c a r e  c e n t e r )  t o  prepare  a bud- 
g e t  f o r  a type of s e r v i c e  t o  a given number of c l i e n t s  f o r  t h e  coming 
yea r ;  (2) The budget is then submitted t o  t h e  publ$c agency f o r  i ts  
review and sc ru t iny :  (3) Negot ia t ions  proceed over  i tems i n  t h e  bud- 
g e t  such as personnel ,  equipment, f a c i l i t i e s ,  e t c . ,  with t h e  agency 
determining which ones t o  accept  and t h e i r  amounts. A t  t h i s  p o i n t  t h e  
agency may ques t ion  and reques t  j u s t i f i c a t i o q  f o r  t h e  d o l l a r  amount of 
var ious  proposed i tems,  such a s  personnel.  It may a l s o  decide t o  ex- 
clude,  reduce o r  upgrade some items such a s  s t a f f i n g  l e v e l s ,  o r  t h e  
q u a l i f i c a t i o n s  of personnel  based on f e d e r a l  and s t a t e  r u l e s ;  ( 4 )  
When both t h e  p a r t i e s  agree,  t h e  c o n t r a c t  nego t i a t i ons  a r e  concluded 
and t h e  c o n t r a c t  s igned,  s u b j e c t  t o  approval by a pub l i c  po l i cy  body, 
i f  necessary.  

b. Cont rac ts  are 1Cmited t o  one year .  Although t h e r e  may be provis ion  
f o r  renewal of a c o n t r a c t  based on s a t i s f a c t o r y  performance, t h e  con- 
t r a c t  extends f o r  only one year .  Assurancg of f u t u r e  c o n t r a c t s  is 
no t  provided. 

c .  C a p i t a l  f a c i l i t i e s  a r e  l a r g e l y  l ea sed  o r  a l ready  owned b y  vendors. 
Expenses f o r  a bu i ld ing  o r  equipment a r e  pa id  e i t h e r  f u l l y  o r  i n  
p a r t  on whether they are owned o r  l ea sed  by t h e  provider .  The pub- 
l i c  agency recognizes  expendi tures  f o r  t h e  l e a s i n g  of p l a n t  and 
equipment and payment f o r  p a r t  of any debt  incur red  i n  purchasing 
these  i n  accordance wi th  amor t iza t ion  schedules .  One of t h e  i tems 
negot ia ted ,  however, is t h e  reasonableness  of t hese  schedules  an$ 
whether an i t e m  of equipment, such a s  toys  f ~ r  a day c a r e  cen te r ,  
should be viewed a s  a d i r e c t  yea r ly  expenditure  sr one yhose payment 
should be phased over  a number of years .  The f a c i l i t i e s  used f o r  
s o c i a l  s e r v i c e s  under T i t l e  IV-A were e i t h e r  leased ,  a s  wi th  many 
day c a r e  c e n t e r s ,  o r  a l r eady  owned and f inanced by t h e  vendors as 
p a r t  of t h e i r  e x i s t i n g  programs. 

d. Change o rde r s  t o  t h e  c o n t r a c t  are f requent  - o f t e n  without  accom- 
panying adjustments  i n  cokpensat ion. '  Change o rde r s  t o  t h e  c o n t r a c t s  
c o n s i s t  l a r g e l y  of reduct ions  i n  t h e  number ~f c l i e n t s  o r  ConsumerS - .  

o r  a lengthening of amor t iza t ion  schedules  f o r  c a p i t a l  expenditures .  
These occurred wi th  some frequency - p a r t i c y l a r l y  a f t e r  t h e  f r e e z e  
w a s  plaqed on T i t l e  IV-A funds and as f e d e r a l  and s t a te  r u l e s  changed. 
A s  change order9  were made, however, adjustments  i n  cornpewation due 
t o  h igher  p e r  diem c o s t s  were l a t e  i n  cowing. Sqme changes such a s  
lengthening t h e  amor t iza t ion  of toys  f o r  a day c a r e  cen te r  requi red  
vendors t o  absorb t h e  added cos t .  

e .  Payment t o  t h e  vendor is made on t h e  b a s i s  9f a c t u a l  c o s t  o r  t h e  
agreed-upon nego t i a t ed  u n i t ' c o s t ,  whichever is lower. The vendor, 
each month, i s  requi red  t o  p re sen t  a b i l l  d e t a i l i n g  t h e  c o s t  of pro- 
v id ing  t h e  se rv i ce .  Payment then follows i n  accordqnce with f e d e r a l  
and s t a t e  r u l e s  c a l l i n g  f o r  c~mpensa t ion  only f o r  c o s t  up t o  t h e  
amount agreed upon by t h e  p a r t i e s  as t h e  u n i t  cos t .  



f .  Monitoring of s e r v i c e s  i s  l g rge ly  accomplished i n  response t o  
e l i e ~ n s i n g  iospec.tions -- of f a c i l i t i e s .  

g .  Rewriting of s p e c i f i c s t i o n s  i n  the  second round of c o n t r a c t i n g  
fol lows t h e  same process a s  t h e  f i r s t  one. --- 

5. Evaluation of services i t z  terns of the perfomance of the vendor i n  
achieving i n t o n h d  resu l t s  i s  only s l i gh t l y  done. Apart from some 
f i n a n c i a l  a u d i t i n g  by the county, t h i q  r e s p o n s i b i l i t y  i s  l a r g e l y  l e f t  
t o  t h e  con t rac to r  as p a r t  a£ a se l f - appra i sa l .  D i f f i c u l t i e s  i n  mea- 
su r ing  r e s u l t s  and tbe  l a c k  of  requl t s -or ien ted  performance s tandards  
cont r ibuted  t o  l i t t l e  evaluaqion of s e r v i c e s  provided under T i t l e  IV-A 
by pub l i c  agencies .  

The problem of eva lua t ion  based on measurement o r  even r e c i p i e n t  
assessment is a t  t h e  h e a r t  of both the  l ack  of c l e a r  d i r e c t i o n  i n  
s p e c i f i c a t i o n s  and t h e  d i f f i c u l ~ y  of determining vendor performance. 

B. Some s o c i a l  and h e a l t h  cqre  s e r v i c e s  a r e  purcllased by a process o r  f ~ r m  
which d i f f e r s  from t h a t  used i n '  T i t l e  IV-A proLr9ms. They use a form of 
i n d i r e c t  purchase o r  they i d e n t i f y  an end product -- o r  r e s u l t  t o  be 
achieved from d i r e c t  purchase of a se rv ice .  

The S t a t e  Division of Vocational R e h a b i l i t a t i o ~ l  has long been involved 
i n  the  purchase of mapy servgces. Such s e r v i c e s ,  however, a r e  outcome- 
or ien ted .  They a r e  eva lua ted  on whether they con t r ibu te  t o  g e t t i n g  t h e  
c l i e n t  a job and keeping t h e  person employed. The agency s t a r t e d  work- 
i n g  toward t h i s  ob jeq t ive  rlriti: phys ica l ly  d isabled  persons and i n  recent  
years  began t o  work, wit11 t h e  emutional ly d isabled  a s  wel l .  In  t h e  pro- 
cess  of a s s i s t i n g  a c l i e n t  i n  ob ta in ing  emplpyment they purchase a num- 
b e r  of s e r v i c e s  tho DVR counselor  determines may be needed from var ious  
providers .  These may inc lude  phys ica l  therapy,  job interviewing,  s k i l l  
t r a i n i n g ,  educat ion o r  s h e l t e r e d  workshop experiences. 

The purchase of h e a l t h  c a r e  f o r  persons rece iv ing  medical a s s i s t a n c e  i s  
a l s o  d i f f e r e n t  from what is  used under T i t l e  IV-A. Health ca re  -- t h e  
l a r g e s t  s i n g l e  s e r v i c o  purchased by t h e  county -- i s  obtained e s s e n t i a l l y  
by an i n d i r e c t  purchase by the  r e c i p i e n t .  Each e l i g i b l e  r e c i p i e n t  has a 
f r e e  choice of physician,  d e n t i s t  and h o s p i t a l ,  and may go t o  whoever is  
l i censed  t o  provide these  se rv ices .  The provider ,  i n  tu rn ,  determines 
what s p e c i f i c  s e r v i c e s  w i l l  be de l iye red ,  provides them, and sends the  
b i l l  t o  the  county f o r  p a p e q t .  The county then reviews the  b i l l  and 
may d isa l low some i tems o r ,  f o r  cause, may drop the  l i c e p s e  of t he  vendor. 

V I .  THE PURCHASE ALTERNATIVE TO DELIVERY OF SOCIAL SEWICES IS BESET BY A NLTMBER 
OF BASIC POLICY, ADMINISTRATIVE AND VENDOR PROBLEMS. UNLESS TdESE ARE OVER- 
COME, THE OPPORTUNITY THAT PURCHASE OF SeRVICE OFFERS WILL NOT BE RE;ALIZED, 
AND LITTLE USE WILL BE MADE OF IT. 

A, Publ ic  po l i cy  o b s t a c l e s  contafned i n  present  laws and r u l e s  c r e a t e  con- 
s i d e r a b l e  funding' uncertainty, l i m i t  purchases t o  ~ n l y  some types of 
vendors,  and r e s u l t  i n  nwerous changes t o  t h e  con t rac t s  f o r  de l ivery  of 
s e r v i c e s .  These obs t ac l e s  include: 



1. Funding wzdertainty has contributed t o  many basic-frequent adjustments 
i n  existing contracts. Annual - even monthly - changes t o  con t rac t s  
a r e  made due t o  f e d e r a l ,  s t a t e  and county dec is ions  about t he  funding 
of programs. These s h i f t i n g  dec is ions  r e s u l t  i n  short-term annual 
con t rac t s ,  f requent  changes i n  r u l e s  about who i s  e l i g i b l e  t o  rece ive  
the  s e r v i c e ,  which s e r v i c e s  w i l l  be provided, and even changes t o  t h e  
terms of outs tanding  c o n t r a c t s  such as t h e  r u l e s  on amor t iza t ion .  

Funding sources huue heauiZy influenced which services are delivered 
and who are the vendors. Decisions by the  county on whether t o  use 
t h e i r  own pub l i c  funds f o r  t he  l o c a l  match o r  t o  seek these  o u t s i d e  
have skewed no t  only what s e r v i c e s  a r e  purchased but  a l s o  who d e l i v e r s  
them. Rather than beginning wi th  an assessment of t h e  need f o r  and 
purpose of c e r t a i n  s e r v i c e s ,  then determining whether t o  d i r e c t l y  
d e l i v e r  o r  purchase them and f i n a l l y  how t o  fund them, t h e  process 
has tended t o  begin a t  t he  oppos i te  end. The funding source,  such 
a s  a f e d e r a l  c a t e g o r i c a l  program o r  even T i t l e  IV-A wi th  i t s  r u l e s  
and r egu la t ions ,  has  cont r ibuted  t o  l i m i t i n g  e l i g i b i l i t y ,  t o  se l ec -  
t i o n  of t h e  types of s e r v i c e s  de l ive red ,  and i n d i r e c t l y  t o  t h e  se l ec -  
t i o n  of vendors which may be a t  var iance  with the  assessment and 
choices t h a t  otherwise would be  made i n  the  l o c a l  a r ea .  

3. l'ezdors sonretimes are limited t o  only nun-profik providers. Federal  
law l i m i t s  t he  range of vendors t o  non-profi t  o rganiza t ions  i n  t h e  
de l ive ry  of a few s e r v i c e s ,  such a s  home h e a l t h  ca re  and e l d e r l y  
n u t r i t i o n  programs. This  a c t i o n  l i m i t s  t he  f i e l d  of p o t e n t i a l  vend- 
o r s  and of competition by excluding p ropr i e t a ry  vendors who may have 
equal  o r  b e t t e r  a b i l i t i e s  t o  manage a se rv ice .  

B. The process f o r  purchasinp s e r v i c e s  is bese t  by obs t ac l e s  inc luding  con- 
f l i c t s  i n  o rgan iza t iona l  r e s p o n s i b i l i t i e s ,  t h e  exc lus ive  use  of input -  
o r i en ted ,  f ixed-cost  c o n t r a c t s ,  and compensation r u l e s  which leave  a 
vendor with many r i s k s  and few incen t ives  t o  improve a s e r v i c e .  

1. Conflict has been b u i l t  i n to  the social services programs by expect- 
ing the sane agencg to  make the decision ubout purchasing a s e ~ ~ i c e  
that may now deliver i b .  Such agencies  may a l s o  l a c k  a s i g n i f i c a n t ,  
ongoing e x p e r t i s e  i n  con t rac t ing  and have few incen t ives  t o  develop 
t h i s  competence. 

2 .  Contracts for servicss lack measurable objectives. This s i t u a t i o n  
makes con t rac t ing  f o r  s e r v i c e s  resemble a g ran t  more than a con t rac t .  
A s  a consequence, l i t t l e  more is expected of the  con t rac to r  than of 
t he  government agencies d i r e c t l y  de l ive r ing  the  se rv ice .  The con t rac t  
approach, however, implies  a s e t  of s p e c i f i c a t i o n s  and encourages 
e f f o r t s  t o  develop b e t t e r  and more s p e c i f i c  ones each time t h e  con- 
t r a c t  is renewed. ' 

3.  The rules for compensation constitu.te a no-win, possible-loss arrange- 
ment for vendors. The con t rac to r  is  n o t  allowed t o  p r o f i t  bu t  is  
required t o  absorb t h e  r i s k  of l o s ses .  Compensation is paid only f o r  
a c t u a l  c o s t s  - no t  the  u n i t  c o s t  budgeted i f  these  a r e  h igher  than 
a c t u a l  c o s t s ,  and never more than the  budgeted u n i t  c o s t  even i f  these  
a r e  lower than t h e  a c t u a l  c o s t s .  This no-prof i t  bu t  poss ib le- loss  
method of compensation w i l l  only discourage p o t e n t i a l  vendors from 
developing a c a p a b i l i t y  and may we l l  encourage present  providers  over 
the long run t o  leave  the  market. 



4 .  E~ccZusive use of inp7~t-orier~ted contracts and the lack of colzfidcnti- 
a l i t y  impl ic i t  i n  negotiating t o  f fxed costs  i . 1 ~  t h i s  t~ ipe  of contruct 
m : I  Z discoura3s some potevtial  providers frsm entering thc markc t . 
The use of this form of c o n t r a c t i n g - - s i ~ o ~ t  of s p e c i f i c a t i o n s  based on 
r e s u l t s  and performancq--may be necessary f o r  some se rv ices .  However, 
t h i s  approilch t o  con t rac t ing  l acks  p o s i t l v a  i i ~ c e n t i v e s  f o r  t he  pub l i c  
agency t o  determine what r e s u l t s  a r e  des i r ed ,  o r  t o  a s c e r t a i n  whether 
these  a r e  achigved. It a l s o  t akes  incen t ives  away from t h e  con t rac to r  
t o  do a  respongible job. Bas ica l ly ,  i n  t h e  f ixed-cost  c o n t r a c t  t h e  
pub l i c  agency focuses on t h e  l i c e n s i n g  and input  s tandards ,  oucn a s  
personnel-recipient  r a t i o s ,  hours of s e r v i c e ,  phys ica l  layout  and con- 
d i t i o n  of c a p i t a l  f a c i l i t i e s .  The government then looks a t  t hese  e le -  
ments, throws out  long-tenp c a p i t a l  f a c i l i t i e s ,  and proceeds t o  exa- 
mine t h e  c o n t r a c t o r ' s  c a s t s  of l abor  and equipment, develops a u n i t  
charge, and agrees  t o  pay t h i s .  I f  t l ~ e  c o n t r a c t o r  spends l e s s ,  then 
t h e  pub l i c  agency recovers  t h e  d o l l a r s .  

5. The goverwnevt keapo clanging the terms evcry t i :w  it fmZ3 l i k e  i t  
uitho7~t equ3vnlent ud,ju:;tmento i n  the  per.-zmi t ~?:xc.  ?iany s o c i a l  
s e r v i c e  c o n t r a c t s  s i p p l y  hqve no t  been c o n t r a c t s ,  as one of t he  par- 
t ies - - the  government--is no t  l e g a l l y  bound t o  comply wi th  t h e  terms 
o r  t o  seek compensatory adjustments .  It is  v n r c a l i s t i c  t o  expect  
vendors t o  be a t t r a c t e d  o r  even t o  continue i f  t h i s  condi t ion  is  not  
changed. 

6 .  New capital  faciZ3tieu which may be nees3snr#y to housc somc seruiees 
caiinot be provided by vendors based on revznue from social  service 
contracts. The unce r t a in ty  about funding, t he  l i m i t e d  l eng th  of 
c o n t r a c t s ,  and the exclus ion  of c a p i t a l  c o s t s  beyond a year ly  amount 
f o r  amor t iza t ion  w i l l  n o t  provide a s tream of revenue t o  r e t i r e  any 
long-term debt .  Some ottier means mqst be found t o  develop them. 

Many potentiaZ suppliers o f  services presenk l y  lack the  eapabi l i t y  
t o  del iver  services that  are susccptibZe t o  contracting. Some of 
them, such a s  h e a l t h  and f i n a n c i a l  i n s t i t u t i o n s  and d i v e r s i f i e d  cor- 
pora t ions ,  may have the  management, accountirlg and f i n a n c i a l  s k i l l s  
needed. However, they f requept ly  l a c k  a working knowledge about 
p a r t i c u l a r  s e r v i c e s ,  such a s  day ca re ,  homemaking and chemical de- 
pendency r e h a b i l i t a t i o n .  Experience t o  d a t e  wi th  o t h e r s ,  such a s  
some community organiz?t iona,  however, i nd ica t ed  they had some s e r -  
v i c e  c a p a b i l i t y  but  lack  the  necessary accounting and management 
expe r t i s e .  

V I I .  WHILE THE PURCHASE OF MANY SOCICU, SERVICES IS  RELATIVELY NEW, GOVERNIGNT HAS 
LONG PURCHASED HARDWARE AND STRUCTURES BY WORKABLE ARRANGEMENTS WITH A PRO- 
CESS THAT HAS SOME FEATURES WHICH ARE GENERALLY VIEWED AS DESIRABLE. 

A. Hardware and s t r u c t u r e s  have been purchased f o r  some time by government. 

one, which encourages compet$tiop between vendors,  improved products_ad- 
de l ive ry  of go6dswhjich w i l l ' s e r v e  t h e i r  intended purpose. 

Most of t he  goods and eqpipment needed by government and the  roads o r  
s t r u c t u r e s  i t  b u i l d s  a r e  purchaged from ou t s ide  supp l i e r s  o r  con t r ac to r s .  
The f e a t u r e s  of t h i s  prpaess include: 



* Purchasing of hardware tends  t o  Secqme c e n t r a l i z e d  i n  a s i n g l e  pur- 
chasing o f f i c e  -7 usua l ly  a  s t a f f  p o s i t i o n  t o  t h e  gene ra l  adminis- 
t r a t o r .  Each department -- wel fa re ,  p u b l i c  works, h o s p i t a l s ,  e t c .  
-- submits  i t s  requirements  t o  t h e  o f f i c e  f o r  purchase.  

* S p e c i f i c a t i o n s  r e l a t e d  t o  outcomes o r  r e s u l t s  de s i r ed  by t h e  agency 
r eques t i ng  s u p p l i e s  o r  a b u i l d i n g  a r e  drawn up by t h e  purchasing 
o f f i c e  i nc lud ing  d e t a i l s  about  what t h e  product  w i l l  look b ike  ( s i z e ,  
shape,  co lo rg ,  pos s ib ly  how i t  must perform, when i r  is t o  be d e l i -  
vered ,  and p t h e r s ,  Research is done by t h e  purchasing o f f i c e  t o  
determine what new proqucts  are avai1qb.k and t h e  c h a r a c t e r i s t i c s  
of them. 

* A r eques t  f o r  b i d s  is a d v e r t i s e d  and t h e  s p e c i f i c a t i o n s  a r e  c i r c u -  
l a t e d  t o  a t t r a c t  a maximum number of compet i t ive  vendors ,  

* The base p r i c e  i s  determined by bidding wi th  award of tile c o n t r a c t  
t o  t h e  lowest  reqpons ib le  ' b idde r ,  

* The t o t a l  amount pa id  f o r  t h e  merchandise is t!le amoiint b id ,  p lu s  
o r  minus any penal tie^ f o r  J.ate d e l i v e r y  and adjustments  i n  compen- 
s a t i o n  due t o  agreements on subsequent change o rde r s .  

* Goods a r e  i n spec t ed  fol lowing de l ive ry  whi le  cont inu ing  in spec t ion  
and monitor ipg of york on buiJ.dings and roads is done wi th  compen- 
s a t o r y  adjustments  t o  ensure  they r e s u l t  i n  what was irltended, 

* Legal o b l i g a t i o n s  en fo rceab le  j n  coqrf a r e  a t t ached  t o  both p a r t i e s  
i n  f u l f i l l i n g  t h e  c o n t r a c t ,  

B. The process  used i n  c o n t r a c t i n g  f o r  hardware and s c r u q t p r e s  is po t  with- 
ou t  some problems which have r equ l t ed  i n  c o s t  overruns and a  l a c k  of 
compet i t ion.  

The l a c k  of c l a r i t y  i n  s~ec$fications- particularly f o r  bu i ld ings  o r  
roads--requires numcrou? change p rde r s  t o  t h e  o r i g i n a l  c o n t r a c t  i f  t h e  
f i n a l  p raduc t  is t o  bq s a t i s f a c t o r y ,  Cumulatively t he se  changes k~ave 
added cons iderab ly  t o  t h e  f i n a l  c o s t  of t h e  f a c i l i t y .  

A t  t h e  o t h e r  extreme, s p e c i f i c a t i o n s  have been made s o  l i m i t i n g  t h a t  
only one provider  is w i l l i n g  t o  b i d ,  thereby e l imina t ing  competi t ion 
and t h e  p o s s i b i l i t y  f o r  t h e  lowest possi .ble c o s t .  

C. The p u b l i c  purchase -- of s o c i a l  s e r v i c e s  has  no t  reacbed the  l e v e l  of 
development a s  t h e  purchase of goods, since--due t o  i ts  r ecen t  use  i n  
newpyogr'ams--there is' a l a c k  of experience wi th  i t ,  p r o b l e m s i n  t h e  
eva lua t ion  of r e s u l t s  and  t h e  c l a r i f i p a t i o n  of o b j e c t i v e s ,  and un? 
t a i n t y  about funding, 

There a r e  many more complexi t ies  i n  dea l ing  wltti huqan behaviar  and 
measuremenp of this than i n  purchasing a  v i s i b l e  product ,  The predict- 
a b i l i t y  of r e s u l t s  From d e l i v e r i n g  a  s e rv i ce - -pa r t i cu l a r ly  f o r  an i qd i -  
vidual-- is  a l s o  a major problem, a s  i t  i s  d i f f i c u l t  t o  determine whether 
t h e  s e r v i c e ,  such es counse l ing ,  made a  d i f f e r e n c e  o r  something else. 
F i n a l l y ,  t h e r e  are f r equen r ly  d i f f e r e n c e s  over  o b j e c t i v e s ,  a s  i n  day 
ca re ,  over  what kind of behavior31 change o r  s k i l l  is des i r ed .  



CONCLUSIONS 

I. DESPITE THE PROBLEMS AND DIFFICULTIES WITH PURCHASING SOCIAL SERVICES, 
I T  SHOULD BE FURTHER PURSUED AND EXPERIMENTED WITH ON ITS NERITS. 

The purchase of services  holds f o r t h  the pos s ib i l i t y  f o r  improved 
effect iveness  and g rea te r  e f f i c i enc i e s  i n  t h e i r  delivery and for  g rea te r  
res~ons iveness  of services  t o  consumers. 

It is  reasonable t o  continue public purchases of soc i a l  services  hy con- 
t r a c t ,  a s  the  process of contracting requires  ap e f f o r t  be made each 
time the  coqtract  is given t o  specify c l eq r  object ives  and t o  ser iously  
cons$der auteomes, together with ident i fy ing the  ways a contractor ' s  
p e r f o m n c e  w i l l  be measured. U s e  of the  ind i rec t  purchase by voucher 
may a l s o  provide a way of measuring effect iveness  and responsiveness by 
allowing consumer s a t i s f ac t i on  t o  judge the vendors' performance and the  
services  they receive. Both of these p o s s i b i l i t i e s  contras t  with rely-  
ing on d i r ec t  delivery,  where there  a re  few incentives t o  specjfy objec- 
t i ve s  o r  outcomes o r  t o  measure the  r e s u l t s  of delivering a gervice o r  
the performance of those who a r e  doing t h i s .  

11. THE PURCHASE APPROACH OUGHT TO BE IMPLEMENTED I N  NUMEROUS ADDITIONAL 
EXISTKNG AND PROPOSED SOCIAL SERVICES WHICH APPEAR TQ BE SUSCEPTIBLE 
TO THIS APPROACH AS PART OF THE EFFORT NEEDED TO EXPERIMENT WITH WAYS 
OF IMPROVING SERVICES. 

A. Services which may be most amenable t o  contracting today include 
t h ~ s e  which meet the  following c r i t e r i a :  

* Those where specified-observable r e su l t s ,  such a s  a period of 
sobr ie ty ,  a r e  now possible.  

* Those where a number of providers o r  vendors with the necesgqry 
capab i l i ty  already ex i s t .  These may be p r ~ p r i e t a r y  o r  qon-pro- 
f i t  organizations tha t  de l ive r  comparable o r  s imi la r  services  
such a s  f inanc ia l  and debt counseling. 

* New services ,  such a s  drug rehab i l i t a t ion ,  tha t  may be added t o  
permit c ~ n t r o l l e d  experimentation and evaluation of a l t e rna t i ve  
treatment techniques. 

* Services with numerous conf l i c t ing  object ives ,  such a s  pre-school 
education, which may be most amenable t o  delivery by i nd i r ec t  
purchase o r  voucher. 



B. There a r e  a number of se rv ices  t h a t  appear t o  be suscept ib le  t o  pon- 
t r a c t i n g  which a r e  worth exploring f u r t h e r  i n  terms of the  p o s s i b i l i -  
t i e s  and arrangements f o r  purchasing them; t h e  form of con t rac t ing  
t h a t  could bes t  be used; and t h e  design of poss ib le  experiments. 
Some of these  se rv ices  and the  form of purchase t h a t  might be used 
include : 

1. Financial  counseling -- Money manpgement and consumer eduqqtion by 
a performance-type cont rac t  o r  voucher. 

2 .  Chore se rv ices  (housecleaning, shopping, errands,  e t c . )  by a per- 
formance contrac t  o r  voucher. 

3 .  Homemaker s k i l l  development by a performance contrac t  o r  voucher. 

4.  Hot meal se rv ices  by a performance contrac t  o r  voucher. 

5. Alcoholism r e h a b i l i t a t i o n  s e r v i c e s  by a performance contrac t .  

6. Day ca re  of chi ldren  o r  e l d e r l y  by voucher. 

7. Adoption by a performance contrac t .  

8.  Legal services  by a voucher. 

9 .  Housing ass i s t ance  t o  welfare r e c i p i e n t s  by a performqqcq contrac t  
o r  voucher, The present  se rv ices  cons i s t  of counseling about ppr- 
chase, r e n t a l  and maintenance, and loca t ing  housing within the  
income range of r ec ip ien t s .  

C. A s  a long-term e n t e r p r i s e ,  development of a Socia l  Service Maintenancg 
Organization may provide anarrangement capable ' ~ f  packaging a number 
of se rv ices  and d i r e c t i n g  tile de l ivery  of appropr ia te  se rv ices  t o  indL- 
v iduals  of a group f o r  c e r t a i n  spec i f i ed  outcomes. 

Both the  purchase of se rv ices  and t h e i r  d i r e c t  de l ivery  should be 
d i rec ted  t o  t h e  at tainment of o v e r a l l  outcomes sych a s  c o n t i n u ~ u s  
employment o r  sobr ie ty ,  One o r  more se rv ices  might w e l l  be de l ivered  
o r  made ava i l ab le  t o  an individual  o r  faplily i n  achieving th+s  o v e r a l l  
objec t ive .  This approach t o  se rv iaes ,  however, requi res  deveJopment 
of a new arrangement and s e t t i n g  f o r  s o c i a l  se rv ices  which would asaer- 
t a i n  the  poss ib le  d i f f i c u l t i e s  o r  p rob lew of t h e  c l i e n f s ,  the  e f f e c ~  
t i v e  cont r ibut ion  of ind iv idua l  se rv ices  t o  a v a r i e t y  of condit ions o r  
problems and t h e  a b i l i t y  t o  d e l i v e r  a package of se rv ices  t h a t  i~ eom- 
binat ion  would l i k e l y  achieve the  des i red  optcome. Such an arrangement 
does not present ly  e x i s t  f o r  most of the  s o c i a l  services ,  which have 
e i t h e r  l imi ted  o r  poorly defined objec t ives  o r  unstated ones. In ~ o v i n g  
toward t h i s  capab i l i ty ,  the  new arrangement might w e l l  present  opportu- 
p i t i e s  f o r  purchase of planning and evaluat ion ass is tance ,  and the  pos- 
s i b l e  fu tu re  development of Socia l  Service Maintenance Organizationsi 
which can package and d e l i v e r  a v a r i e t y  of services .  



RECOMMENDATIONS 

1. We recommend t h e  s t a t e  and count ies ,  as p a r t  of t h e  p resen t  r eappra i sa l ,  
undertake a program t o  purchase t h e  de l ive ry  of some s o c i a l  s e r v i c e s  they 
p r e s e n t l y  d i r e c t l y  provide and o t h e r s  which a r e  newly adopted. 

More s p e a i f i c a l l y :  

* We recommend t h e  county boards adopt r e so lu t ions  d i r e c t i n g  t h e  
county chief  admin i s t r a to r s ,  i n  cooperat ion wi th  t h e  agencies  
respons ib le  f o r  s o c i a l  s e r v i c e s ,  t o  eva lua te  a l l  e x i s t i n g  and 
a n t i c i p a t e d  s o c i a l  s e r v i c e s  and t o  propose a number of them f o r  
purchase by performance c o n t r a c t s  o r  vouchers as experiments t o  
improve t h e i r  e f f e c t i v e n e s s ,  a c c o u n t a b i l i t y  and responsiveness 
t o  consumers. As part of th i s ,  a l l  proposals t o  create new ser- 
vices or expand existing ones should be reviewed by the chief 
acihinistrator and policy bodies t o  determine whether they should 
be purchased or directly delivered. 

* We sugges t  va r ious  approaches be used i n  t h i s  program t o  t e s t  
d i f f e r e n t  arrangements f o r  purchasing s e r v i c e s  and ways of 
improving t h e  outcome of t h e i r  de l ivery .  

A. County a s ses ses  r e c i p i e n t s  and p ~ e s c r i b e s  s e r v i c e s  t o  be  pur- 
chased under c o n t r a c t  from p r o f i t  o r  non-profi t  vendors com- 
parable  t o  t h e  approach used by t h e  Division of Vocational 
Rehab i l i t a t ion .  

B. County c o n t r a c t s  f o r  an outcome wi th  a prime vendor f o r  
assessment of r e c i p i e n t s  and t h e i r  mu l t ip l e  problems, t h e  
development of a t reatment  plan,  and t h e  de l ive ry  of ser- 
v i c e s  e i t h e r  by t h i s  vendor o r  by subcont rac tors .  

C. County and a vendor e n t e r  i n t o  a j o i n t  venture  t o  d e l i v e r  a 
s a c i a l  s e r v i c e ,  wi th  s o c i a l  s e r v i c e  e x p e r t i s e  provided by 
t h e  county and t h e  management-accounting s k i l l s  provided by 
t h e  vendor. 

D. County provides vouchers worth a given amount t o  e l i g i b l e  
r e c i p i e n t s  which may be  used t o  purchase t h e  s e r v i c e  from 
any q u a l i f i e d  vendor. Changes i n  t h e  amount of t h e  voucher 
would automat ica l ly  change what is requi red  of t h e  vendors. 



11. W e  recommend the  cgunty boards ass ign  r e s p o n s i b i l i t y  f o r  the  work of purchasing 
s o c i a l  se rv ices  go a c e n t r q l  s o c i g l  se rv ice  purchasing o f f i c e  with management, 
accounting and se rv ice  s k i l l s ,  o r  t o  the  chief administrator ,  with d i rec t ion  on 
how t h i s  process is fo operate. 

The c e n t r a l  s o c i a l  se rv ice  purchasing o f f i c e  should be given r e s p o n s i b i l i t y  and 
t h e  c a p a b i l i t y  tg: 

A .  Develop and forward proposals f o r  the  cont rac t ing  of s p e c i f i c  se rv ices  
o r  programs t o  the  county board by means of performance and fixed-cost 
con t rac t s  and vouchprs. 

B. Design spea i f i ca t ions  with the  advice of e x i s t i n g  agencies, present  and 
p o t e n t i a l  providers ,  and consumers f o r  a v a r i e t y  of performance and 
fixed-cost cont rac ts .  Such s p e c i f i c a t i o n s  would s e t  f o r t h  the  ob jec t ives  
of the  service ,  what observable change i n  t h e  condit ion o r  behavior of 
r e c i p i e n t s  is an t i c ipa ted ,  i n d i c a t e  how t h i s  service  w i l l  achieve o r  
cont r ibute  t o  these ,  and the  techniques t o  be used i n  monitoring o r  
inspect ing  the  work of a cont rac tor .  

C. S o l i c i t  requests  f o r  proposals o r  bidders t o  cont rac t  from e x i s t i n g  and 
p o t e n t i a l  vendors by adver t i s ing  and publ ic iz ing  the  request  f o r  them. 

D. Negotiate the  terms of a fixed-cost o r  performance contrac t  o r  award 
the  bids.  While a bidding process is  des i rab le ,  i n  the  long range i t  
can be e f f e c t i v e l y  used only when the re  a r e  a number of providers  f o r  
a uniform se rv ice  t h a t  i s  c l e a r l y  de ta i l ed  and understood i n  t h e  speci-  
f i c a t i o n s .  

E.  Evaluate the  performance of cont rac tors .  This o f f i c e ,  a s  p a r t  of its 
respons ib i l i ty ,  might a l s o  cont rac t  f o r  advice on measurement techniques. 
A s  de ta i l ed  spec i f i cq t ions  iden t i fy ing  techniques t o  be employed i n  
evaluat ion a r e  developed, t h i s  function might a l s o  be contracted out.  

111. We recommend Congress and the  Minnesota Legis la ture  make a number of changes t o  
the  terms and conditions surrounding present  cont rac t ing  f o r  s o c i a l  se rv ices .  
These changes shquld include: 

A. Permit cont rac ts  f o r  s o c i a l  se rv ices  be f l e x i b l e  i n  t h e i r  length  t o  
extend f o r  more than a s i n g l e  year .  In  any case, a s  change orders a r e  
made due t o  a cutback i n  funds o r  addi t ions  t o  t h e  con t rac t ,  t he  con- 
t r a c t o r  should be t r e a t e d  t h e  same way a s  government handles these  i n  
cont rac t ing  f o r  hardware with compensatory adjustments. 

B. Permit the  waiver of s ta te  and fede ra l  r u l e s  and regula t ions  s e t t i n g  
standards f o r  se rv ices  upon p e t i t i o n  of a county board proposing t o  
cont rac t  f o r  s p e c i f i c  se rv ices  o r  a package of them i n  an outcome- 
o r i en ted  program. 

C. Eliminate f e d e r a l  prohibi t ions  i n  s t a t u t e s  and regula t ions  l i m i t i n g  
cont rac t ing  t o  only non-profit organizat ions i n  de l iver ing  home hea l th  
care  and n u t r i t i o n  f o r  the  e l d e r l y ,  and avoid making any such l imi ta -  
t i o n s  when programq a r e  crea ted  o r  changed. Contracting should be 
open t o  both p r o f i t  and non-profit  organizat ions.  



IV- We recommend g r e a t e r  use be made by pub l i c  agencies  of outcome-orientzd, per- 
formance-type contr2ct:s o r  vouchers which spec i fy  observable-measurable r e s u l t s .  - 
Short  of t h i s ,  however, changes i n  t h e  method used t o  determine c o s t s  i n  an 
input -or ien ted ,  f i ;ed-cos t  con t r ac t  must be made. 

A. Only when providers  o r  t h e  con t rac t ing  agency cannot propose workable 
a l t e r n a t i v e  perfomance-type con t rac t s  o r  voucher arrangements f o r  
d e l i v e r i n g  a s e r v i c e  should the  f ixed-cost  approach be used. P re fe r -  
ence should be given t o  those  proposing a performance con t rac t  o r  
voucher. Continued use of t h e  u n i t  c o s t  determinat ion wi th  negotia-  
t i o n s  over  a l lowable  i t e m s ,  e t c .  w i l l  only f r u s t r a t e  p o t e n t i a l  provi-  
de r s  and continue t h e  p a t t e r n  of focusing on i n p u t s  i n  t h e  de l ive ry  
of s e rv ices .  

B. The p r a c t i c e  of paying only t h e  a c t u a l  c o s t s  up t o  those budgeted must 
be abandoned. Ins t ead ,  compensation r u l e s  should be based on whether 
t h e  vendor is  respons ib le  f o r  t h e  c o s t s  of de l ive r ing  a se rv ice .  I f  
t h e  vendor is  respons ib le ,  he should be pa id  t h e  amount agreed upon i n  
t h e  con t rac t .  I f  t h e  vendor is not  respons ib le ,  t h e  purchasing agency 
should pay whatever t h e  s e r v i c e  c o s t s  - whether t h i s  is  above o r  below 
t h e  negot ia ted  budget. 

C. We suggest  a v a r i e t y  of techniques be used f o r  eva lua t ing  performance 
of a con t rac to r .  These techniques,  which would depend on t h e  type of 
purchase, include:  

1. Recipient  in te rv iews and assessment of performance. 

2 .  Recipient  s e l e c t i ~ n  of a q u a l i f i e d  vendor i n  a voucher system. 

3. Objec t ive  measurement, where poss ib l e ,  of t he  degree r e s u l t s  
were achieved, by an organiza t ion  o t h e r  than t h e  vendor o r  t he  
agency respons ib le  f o r  t he  s e r v i c e .  Some of these  measurements 
f o r  var ious  programs include: 

-- Period of time a person is sober  i n  an alcoholism o r  drug 
add ic t ion  program. 

-- Period of time without  c r iminal  of fenses  i n  a co r rec t ions  
program. 

-- Per iod  of continuous employment on a job i n  an employment 
program. 

While eva lua t ion  techniques a r e  important ,  they should no t  be over ly  
s t r e s s e d  t o  the  po in t  of n o t  proceeding t o  a purchase. Almost any 
approach t o  eva lua t ing  s e r v i c e s  w i l l  be b e t t e r  than those  we now have. 
P a r t  of t he  reason f o r  f u r t h e r  experimentat ion wi th  purchasing s e r v i c e  
is  t o  focus on t h e  r e s u l t s  of what is  de l ivered .  This  must begin wi th  
t h e  s t a t e  of t he  a r t  of eva lua t ion .  I n  time, however, e f f o r t s  which 
must be made i n  experiments t o  deve l .0~  and improve performance c o n t r a c t s  
w i l l  con t r ibu te  t o  inc reas ing ly  b e t t e r  techniques of eva lua t ion .  

D- W e  recommend an incen t ive  con t rac t  arrangement be explored a s  an experi-  
mental a l t e r n a t i v e  t o  a r egu la r  performance con t rac t .  Such a con t rac t  
would provide a vendor wi th  a bonus f o r  exceeding minimum performance 
o r  f o r  i n t roduc t ion  of innovat ive  techniques t h a t  improve ~ e r f o n n a n c e .  



V. We recommend contracts  f o r  services  recognize the  cap i t a l ,  developmental and 
operating costs  t o  the  vendor. I f  new cap i t a l  f a c i l i t i e s  a r e  needed, o r  i f  
there  a r e  start-up costs  re la ted  t o  a new service ,  these should be recognized 
a s  a reasonable cost  i n  the  :ontract. I f  a  vendor, however, cannot build 
needed f a c i l i t i e s ,  the  county should assume the  r i s k  and bui ld  them and then 
contract  f o r  delivery of services  within them. 

VI:. We recommend t ha t ,  i n  cases where a se rv ice  was previously delivered by the  
pub l ic  agency, assurances be provided the  public w i l l  not go back i n t o  dell;- 
vering the  service  f o r  a period of time. I f  t h i s  th rea t  i s  present f o r  ven- 
dors who must develop a new capab i l i ty ,  they w i l l  s t ay  away. 

VII. We recommend the  Cit izens League undertake fu r t he r  study into, ways of organi- 
zing and coordinating soc i a l  services  and t h e i r  delivery. Such s tud ies  should 
include explorat ion of techniques, such a s  a Social  Service Maintenance Orga- 
n iza t ion ,  t ha t  might be used t o  package and de l ive r  a number of services  
d i rec ted  t o  speci f ied  outcomes i n  contras t  with the  present s e t  of fragmented 
services  delivered by mult iple agencies. 
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WORK OF THE COMMITTEE 

This repor t  follows on the  work begun i n  1972 by the  Ci t izens  League suggest- 
ing  development of an a l t e r n a t i v e  system f o r  de l ivery  of public  services .  I n  i t s  
repor t ,  "Why Not Buy Service?", the  League concluded t h e r e  would be many gains i f  
many of the  expanding urban se rv ices  were purchased by governments from a v a r i e t y  
of publ ic  o r  p r i v a t e  supp l i e r s ,  r a t h e r  than produced o r  d i r e c t l y  de l ivered  by 
t h e i r  own s t a f f s  and f a c i l i t i e s .  The a rea  of new and growing "socia l  services",  
i t  was suggested, might f u r t h e r  provide many p o s s i b i l i t i e s  f o r  t ry ing  and t e s t i n g  
t h i s  hypothesis,  

The Ci t izens  League Board of Direc tors  proceeded t o  follow up t h e i r  r epor t  
by focusing on t h e  experience i n  purchasing s o c i a l  se rv ices  - p a r t i c u l a r l y  pro- 
grams financed by t h e  1967 T i t l e  IV-A amendment t o  the  Socia l  Secur i ty  Act. They 
were p a r t i c u l a r l y  concerned about the  kinds and quan t i ty  of se rv ices  provided i n  
d i f f e r e n t  counties  and the  kinds of con t rac t s  w r i t t e n  between t h e  publ ic  and p r i -  
v a t e  bodies. 

I n  the  f a l l  of 1972 the  Board guthorized formation of the  "Committee on New 
Approaches t o  the  Delivery of Socia l  Services", with the  following charge: 

I I This assignment w i l l  focus p r inc ipa l ly  on the  i s s u e s  involved i n  t h e  
rapid  expansion of s o c i a l  se rv ices  f o r  the  poor and near-poor, financed 
under the  Socia l  Secur i ty  Act. These a r e  estimated t o  more than double 
i n  Minnesota i n  f i s c a l 1 9 7 3  over f i s c a l  1972. The vas t  bulk of t h i s  
increase  is  i n  the  form of purchase-of-service con t rac t s  between county 
welfare boards and p r i v a t e  organizat ions.  We w i l l  review the  Minnesota 
plan f o r  s o c i a l  se rv ices ,  how i t  was prepared, what i t  says,  and how i t  
can be used; the  kinds and quan t i ty  of se rv ices  provided i n  d i f f e r e n t  
counties;  the  kinds of con t rac t s  w r i t t e n  between t h e  publ ic  and p r i v a t e  
bodies, and the  q u a l i t y  of the  se rv ices  provided from the  standpoint  of 
the  u l t imate  rec ip ient ."  

Membership 

A t o t a l  of 27 members a c t i v e l y  p a r t i c i p a t e d  i n  t h e  work of the  committee. 
The chairman was Wayne Popham. Other members were: Jon C. Adelsman, Ralph N. 
Bearman, Lloyd L. Brandt, Shi r ley  M. But t r ick ,  David C. Cordes, John Costel lo,  
Mervyn W. Curran, Leo J. Feider ,  Fred W. Joy, Kirs ten  Kurtz, Harold Lee, Harry 
Leonard, Gary Lohn, Nicholas Long, Victor  E. Miller, Norma Nelson, Todd O t i s ,  
Irma S l e t t e n ,  Marvin Spears, Myrtle Tenney, Fle tcher  C. Waller, Jr., W i l l i a m  P. 
Walsh, Robert W. Walther, Esther  Wattenberg, Thomas W. Wexler, and Robert W. W i l l .  

The committee was a s s i s t e d  by Clarence Sha l lbe t t e r ,  Ci t izens  League research 
assoc ia te ,  and Jean Bosch of the  c l e r i c a l  s t a f f .  

Committee Ac t iv i tv  

The committee held i ts  f i r s t  meeting on November 9, 1972. A t o t a l  of 27 
meetings were held,  most of them 2-3 hour sess ions ,  u n t i l  December 18, 1973. 
Detai led minutes of the  meetings were prepared of preqentat ions made t o  the  
commit tee. 



The committee, i n  its i n i t i a l  meetings, explored t he  use made by governwnt 
i n  purchasing a va r ie ty  of goods and services  and some of the  fea tu res  of t h i s  
process. It then looked a t  the  arrangement used t o  buy many s o c i a l  services  
including vocational  r ehab i l i t a t ion ,  day care,  sen io r  c i t i z e n  services ,  homemaker- 
housekeeping, mental health/mental re tardat ion,  and alcoholism treatment. In  
doing t h i s ,  the  committee became fami l i a r  with the  contracting process used by 
public s o c i a l  se rv ice  and welfare agencies, t he  plans prepared by the  county and 
s t a t e ,  and the  views of both purchasers and vendors about the  arrangqnents 
employed and the  problems with them. 

Among the  resource persons who m e t  with the committee were: 

John Brandl, d i rec to r ,  School of Public Affa i rs ,  University of Minnesota. 
Donald Jacobson, v ice  pres ident ,  Cedar-Riverside Associates, Inc. 
Stanley Cowle, Hennepin County Administrator. 
John Cat l in ,  d i rec to r ,  St .  Paul-Ramsey Mental Health Center. 
Dale Simonson, d i rec to r ,  Hennepin County Mental Health/Mental Retardation Program. 
Robert W. W i l l ,  d i r ec to r ,  Minneapolis Rehabi l i ta t ion Center. 
Frank D e i m e l ,  d i rec to r ,  Cerebral Palsy Center. 
Gregory Coler, d i rec to r ,  Greater Minneapolis Day Care Association. 
Richard Conner & Gary Lohn, Control Data (sponsor of day ca re  center) .  
Morris Manning, d i rec to r ,  East Side Neighborhood Service Child Development Center. 
I r a  Schwartz, ass't. d i rec to r ,  administrat ive services ,  Hennepin County Welfare Dept. 
Richard Stor la ,  d i rec to r ,  P i l o t  City Services t o  the  Elderly. 
Karl Dansky, Senior Cit izen Centers. 
Daphne Krause, Minneapolis Age and Opportunity Center. 
Barbara Bailey, Suburban Recreation Association. 
William Taylor, d i rec to r ,  Homemakers In ternat ional .  
Hans W. Hoel, d i rec to r ,  s o c i a l  services ,  Hermepin County Welfare Departplenf. 
Grace Gumnit, Home Services Association. 
Gary Haselhuhn, d i r ec to r  of planning, S t a t e  Department of Welfare. 
Rick Nelson, a s s i s t a n t  d i r ec to r  of s o c i a l  services ,  S t a t e  Department of Welfare. 
D r .  Paul Ellwood, Interstudy.  
James Edmunds, executive d i rec to r ,  Ramsey County Welfare Department. 
Robert Speltz,  d i r e c to r  of purchase of service ,  Ramsey County Welfare Department. 
Robert Boyer, d i r e c to r  of soc i a l  services ,  Ramsey County Welfare Department. 
Eugene Johnson, Hennepin County Welfare Department. 
Edward Svetc, Hennepin County Welfare Department. 
John 0. Wilson, president ,  North S t a r  Research & Development I n s t i t u t e .  
Richard Pappenfus, S t .  Paul Mental Health Center. 
James Pearson, a s s i s t an t  d i rec to r ,  Hennepin County Alcoholism Program. 
Ph i l  Hansen, d i rec to r ,  Alcoholic Treatment Center, Northwestern Hospital.  
Verne Dri l l ing,  Johnson I n s t i t u t e .  
Margaret Rudolph, exec. secy., Association of Halfway House 4lcoholispl P~ograma. 
Walter C. Cullen, Metropolitan State Junior College. 
Leonard Boche, executive d i rec to r ,  Minnesota Commission on Alcohol Problems, aqd 

d i r ec to r  of Drug Abuse Section of S t a t e  Planning Agency. 
Richird Broeker, pres ident ,  Minnesota Social  Services Association. 
James L. Hetland, Jr., vice  president  f o r  urban a f f a i r s ,  F i r s t  National Bank of Mpls. 
Thomas L. Olson, chairman, Hennepin County Board of Commissioners. 
Frederick W. Joy, d i rec to r ,  Hennepin County Welfare Department. 
Marvin Spears, d i rec to r  of operations f o r  vocational  r ehab i l i t a t i on  of the  S t a t e  

S ta te  Department of Education. 
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