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INTRODUCTION

all health and social services which involve some governmental partici—
pation. However, we have made no attempt to develop a rigorous defini—
tion of human services. Because we are dependent on many human serv—
ices professionals and many existing documents for our information,
limiting ourselves to an explicit definition of human services would
unnecessarily preclude wus from wusing information which addresses a
slightly different set of services. At the very least, we would be
forced to extensively qualify statements cited from other sources.



SUMMARY

Federal, State and local governments as well as profit making organiza—
tions and hum~n service professionals have traditionally provided human
services directly to the residents of Alaska, In recent years, nonprof—
it corporations have begun to assume a significant role in providing
virtually all types of human services available in Alaska.

description of Nonprofit Providers in Alaska
There are a number of common features and structural similari ties among

nonprofit human service providers 1in Alaska. The following character—
istics are defined by statutes:

every nonprofit corporation must have a board of directors
which 1is legally responsible for the management ofthe corpora—
tion;

- nonprofit corporations are not required by law to have members
or shareholders;

e if there are no members of a nonprofit corporation, directo
have sole voting authority; and

e every nonprofit corporation must have a stated purpose or pur—
poses.

However, there 1is also a great diversity in the scale and breadth of
service provided by nonprofits; some organizations provide many services
in many communities while others provide one service in one community.
There wa, no consensus among the professionals we interviewed that the
size of the nonprofit organization was related to quality of service.

Regional and village Native nonprofit organizations are unique providers
of human services in Alaska. Both of these types of organizations are
recognized by the Bureau of Indian Affairs as tn"bal organizations, and
are therefore eligible to receive grants anc contracts to provide serv—
ices under federal Native programs. These organizations, which also
receive grants and contracts from State or private sources, have become

particularly important in the areas of the State that lack organized
local government.



SUMMARY

Planning for Human Services

One important step in human services planning 1is assessing local needs
and designing services to meet those needs. The Municipality of Anchor—
age and the United Way of Anchorage each use a formal proposal review
process that allows providers to present service delivery approaches

based on the organizations®™ perc-"otion of the Jlocal need. Native
nonprofit organizations prepare . “specific plans that detail local
needs and plans for service delivery. In addition, regional health

plans are prepared by the three health systems agencies in the state.
Various State agencies develop statewide plans (State Health Plan,

Alcoholism and Drug Abuse Plans and Alaska Maternal and Child Health

Plan).

A second aspect of planning 1is the ability of providers to coordinate
services to use resources as efficiently as possible. The Governorls
Office of Management and Budget 1is currently developing a data base
consisting of all State grants and contracts awarded to nonprofit or—
ganizations. Additionally, several human service providers noted that
extensive informal coordination and cooperation occurs among nonprofit
provi ders.

Although we found that planning occurs at all levels of organizations
involved in human service provision, a major constraint to the utility
of planning 1is that avaiTable resources are not always allocated for
the services 1identified in the plan. Some providers feel that State
agencies should adopt a more active role 1in establishing social service
priorities and communicating these priorities to the legislature.
Other providers noted that these priorities are more appropriately
established at the local level.

Administration of Grants and Contracts

The State of Alaska, through the use of grants and contracts with non—
profi t organizations, has become a major purchaser of human services.
The Attorney General®s Office has determined that there is no signifi—
cant difference between the use of grants and contracts in the purchase
of services. Both forms of procurement are considered to be legally
binding and subject to administrative rules and regulations that govern
the provisions of services.

Functionally, grants and contracts are different, however. Contracts
must be approved by the Department of Administration and are subject
to the regulations that apply to professional services contracts (AS
30.93). Grants can be awarded by various departments within the execu—
tive branch of State governnment without the approval of the Department
of Administration, although in soine case? this approval 1is obtained.
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SUMMARY

The following four mechanisms are generally used to purchase services
from nonprofit organizations:

Competi tive selection grants are competitively awarded by
departments or divisions to nonprofit corporations to purchase
specific services that are authorized in statute.

Named recipient grants are awarded to nonprofit providers iden—
tified in a legislative appropriation.

Block grants award sums of money to grantees who then decide
the specific applications depending on local need.

Professional services contracts are used to purchase contrac—
tual services from nonprofit organizations.

Regardless of whether a grant or contract is used to purchase the serv—
ice, the State agency that purchases the service 1is responsible for
grant or contract compliance. Two major mechanisms are generally used

to do this. First, regular program reports are required that detail

the activities of the grant or contract over a specified period. In

many cases, the payment for services performed by the grantee or con-—
tractor is dependent upon the receipt of these reports. Second, on-

slte evaluations are performed on service providers.

Current Issues Affecting Nonprofits

Due to the rapidly expanding role that nonprofits a.e playing in human
service delivery in Alaskai several issues have surfaced concerning
the way in which nonprofits can best deliver human services. The fol—
lowing issues were 1identified in hearings held by Governor Sheffield"s
Mini-Cabinet, as well as in our interviews with various human service
providers:

e The current process of planning for human services an-j allocat—
ing resources to provide those services 1is inefficient and
disorganized and does not result in a comprehensive assessment
of human sevice needs or priorities.

e The annual funding process 1is an inefficient method of pur—
chasing services because it consumes considerable administra—
tive energy from both State agencies and the service provider.
Several suggestions have been made to extend funding periods
beyond one year to reduce the uncertainties of funding and
minimize the vresources currently directed toward obtaining
more funding.



SUMMARY

Nonprofit agencies and the State should work together to in—
crease funding of human services from sources other than the
State. However, nonprofit providers also feel that when pro-
viding State services, they should be paid the full cost of
providing the service just as a private contractor is paid for
any other good or service. In addition, some providers express—
ed fears that the State may withdraw equivalent funds for every
dollar raised.

Some providers identified a "lack of sophistication” among some
-trofi t agencies and suggested tnat the State supply more
~al assistance and training to nonprofit corporations.

There is a 1. .k of standardization of forms, procedures, time
frames and the information nonprofits must provide State agen—
cies. This results in the coinplaint that providers must supply
essentially the same information in slightly different ways to
a variety of State agencies.

Some providers advocate the expansion of delivery of human serv—
ices through locally control led organizations because local
hire, local accountability and local providers ability to mo—
bilize local resources enhance the quality of services. One
suggestion made to the mini-cabinet to expand local control 1is
to provide more funds through local block grants.

Rural providers expressed concern that some program require—
ments are designed for urban Alaska and are not applicable to
rural Alaska.

Some individuals questioned the appropriateness of State depend—
ence upon Native nonprofit organizations to provide services to
all eligible clients in a community or region. Critics claim
that non-Natives may have no formal means of participating in
policy making within the Native corporation.

The issue of the State contracting with nonprofit organizations
to deliver services that are mandated by statute has also been
raised. It appears that the State retains the ultimate respon—
sibility to provide these services regardless of whether the
service 1is provided by State employees or through a contract or
grant with another provider.



NONPROFIT PROVIDERS OF HUMAN SERVICES

In recent years, the residents of Alaska have experienced a growing re—
liance on nonprofit organizations to deliver human services. In some
cases, nonprofit organizations are providing services formerly delivered
by State employees, and, in other cases, nonprofits are offering new
services. This section of the report will distinguish different types
of nonprofit organizations, discuss their planning activities and de—
scribe their relationship to State government.

Nonprofit Providers In Alaska

Covernments- especially the State, but also federal and local govern-
ments--provide many human services directly to some portions of the
population. A variety of private individuals and organizations also
provide human services 1in Alaska. Some of these, particularly in the
field of health care, are profit making enterprises; however, nonprofit
agencies play a significant role in the provision of virtually all
types of human services available in Alaska.

In October 1983, the Governor®s Human Services Mini-Cabinet published a
Human Service Provider Directory, which surveyed agencies which had con—
tracts, grants, or service agreements with the State for the provision
of human services. The survey identified over 500 human services grants
or contracts with nonprofit agencies; this accounted for over half the
agreements 1identified. It should be noted tnat the survey was not in—
tended to be comprehensive; some agreements may have been excluded.
The Office of Management and Budget is currently developing a computer—
ized grants information system which should be aMe to provide more
comprehensive information in the future.

Recently, the University of Alaska®s Institute of Social arid Economic
Research (ISER) performed a study of Anchorage Subsidized Human Services
for the Municipality of Anchorage. While the vreport 1is limited to
Anchorage, it does contain information on the numbers and types of
human service providers 1in the community, 1in addition to data on fund—
ing sources, staffing patterns, and hours of service provided. One
finding of the study was that nonprofit providers account for 33 per—
cent of all direct human service expenditures 1in the Anchorage area.

Organization and Structure of Nonprofit Providers
In discussing the issues regarding provision of human services by non—

profit providers, it is helpful to develop an accurate picture of the
private nonprofit agencies which participate in the delivery of human
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services. There are a number of common features and structural simi—
larities among nonprofit human service providers 1in Alaska. Some
similarities are the result, of AlasKa"s statutory requirements for -ji,-

profit corporations. For example, every nonprofit corporation must nave

a jxjard of directors wnicii is legal ly responsible for the management of
the corporation. The board elects the officers of the corporation and,

if the responsibility is not delegated in its articles of incorporation,

the board also makes the bylaws of the corporation, By law, this board
must have at least three directors.

Under the Alaska Monprofit Corporation Act (AS 10.20), a board may
designate an executive committee comprised of at least two directors to
exernse the board®s authority; however, this delegation of authority
d~ not relieve the board of directors of any of their legal responsi-
b ties.

Nofit corporations are not required by law to have members or share-

h.. aers. If a nonprofit corporation so chooses, it can designate one
or more classes of members, whose qualifications and rights are set
forth in the corporation®s articles of incorporation or bylaws. Members
may be vested with the power to elect directors and to adopt, alter,
amend or repeal bylaws. Many nonprofits are formed to represent some
group of individuals or organizations; having a membership is a logical
outgrowth of the corporation®s purpose. Other nonprofits may not have
a natural membership, as when an agency"s purpose is to provide service
to a changing group of clients.

If there 1is no membership of a nonprofit corporation, directors have

sole voting authority. Lacking any special provisions in the articles

of 1incorporation or bylaws, existing directors would therefore be re—
sponsible for electing new directors. However, a nonprofit may have

other provisions within its articles of incorporation or bylaws. Ac—
cording to Mike Meehan, Executive Director of Catholic Social Services,

the Archbishop of the Anchorage diocese appoints board members for that
agency"s board. Alaska Children®s Services, which 1is supported by four
different church organizations, reserves one-half of the seats on its
board for representatives of these churches.

While the board of directors of a nonprofit corporation may be vested
wi tit considerable authority in the management of the corporation, not
all boards choose to exercise this authority. Boards usually delegate
much cf the day-to-day responsibilities of operating the corporation to
employees. However, most major policy decisions, such as whether or
not to apply for or accept State grants and contracts, are made by the
boards of directors. Boards may take an active r 'e in Tformulating
policy, or they can be reactive, serving to review policy developed by
staff.



mpnar
NONPROFIT PROVIDERS

Every nonprofi o is required by law to have a purpose, or purposes.
These purposes must be stated in the articles of incorporation, which
an organization must fils with the Alaska Department of Commerce and
Economic Development in order to be granted nonprofi t status by the ~«ate

of Alaska. Nonprofit corporations are forbidden ay law to adopt a
corporate name which implies that the nonprofit has been organized for
purposes other than those listed 1in its articles of incorporation. It

should he noted that because nonprofit corporations ray have several
purposes,, some organizetions which provide human services may also have
other activities which are not related to the field of human services.

Td addition to the legal requirements for nonprofit corporations, some
other features are often associated with nonprofit human service pro—
viders. One such feature is the receipt of private contributions. Be—
cause the services they offer are often perceived to have a positive
social benefit, nonprofits frequently are able to obtain :o;ne financial

support directly from private sources within the community. Some of
this support may be donated goods or services, in addition to cash
contributions. In some nonprofits, volunteer Jlabor accounts for a
significant amount of services provided. Some organizations, such as

the United Way, solicit contributions 1in a community and tnen disburse
funds to individual nonprofit agencies, However, private contributions
are not the only means of s.pport, or even a major source of funding,
for many nonprofit provider?.

Among the people we interviewed, it was generally agreed tnat nonprofit
human service providers usually pay lower salarios than do government
agencies, although a~”few agencies were identified as paying wages com—
parable *to State government salaries. Human service provision tends to
be labor intensive; providers often attributed four-fifths of their
expenses to payroll. Therefore, the cost of providing services may be
less for nonprofits than for State agencies. However, some individuals
also mentioned that the salary differential made it more difficult to
attract and maintain qualified personnel.

t -ide from the features discussed above, there 1is a great diversity in
the scale and breadth of services provided by private nonprofits in
Alaska. Some nonprofits operate many services or in many communities;
others may offer a single service, in one community. Although the non—
profits represent a broad continuum of size and diversity of service,
and it is probably not productive to attempt to differentiate each non—
profit, it is useful to compare some of the features that tend to be
associated with larger, more diverse nonprofits with those of smaller,
more specialized lonprofits.

In Alaska, there are several nonprofit human service providers which

administer a number of different programs and/or serve many locations.
Usually, such an agency directs 1its programs to a particular clientele
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NONPROFIT PROVIDERS

or operates similar programs for different clientele. However, in some
cases both client and programs may be substantially different in nature.

For example, Catholic Social Services in Anchorage operates shelters
for women and for street people; it also operates several untimely preg—
nancy program:;, including counseling and adoption services.

One practical effect of operating more than one program is that admin—
istrative costs can be spread over the various programs. Frequently,

there are economies of scale derived from combining the administrative

support functions of more than one program. IT a nonprofit provider
relies heavily on government grants and contracts for its funding,

this enables it to charge government agencies a lower overhead rate for
each or 1its programs. Furthermore, an agency with several funding

sources will be less drastically affected by any budget reduction of
funding for a single program.

In contrast, there are also many smaller, more specialized nonprofit
agencies operating one or two programs within a single community. In
terms of the number of agencies, these are the most common type of non—
profit service provider 1in Alaska. To the extent that these agencies
depend on government funding for revenue, they may be very susceptible
to loss of funding resulting from government budget reduction or loss
of government grant or contracts. However, there was no consensus
among those we interviewed that bigger was better for nonprofits,, Some
individuals indicated that smaller, less bureaucratic nonprofits could
have more program flexibility and possibly use volunteers more effec—
tively. In addition, Bob Lohr of RurALCAP stated that community-based
providers were more accountable to t.heir community and were best able to
mobilize local resources.

Native Nonprofit Corporations. There are twelve regional nonprofits
with service areas corresponding to all but one of the thirteen ANCSA
regions 1in the state. These organizations a'e unique and deserve spe—
cial attention.

Regional Native nonprofit organizations evolved from the regional asso—
ciations that promoted the interests of rural Alaska in the land claims

settlement process. In some regions, associations were formed directly
as a result of the land claims issue while in other regions associations
had existed for many years. Regardless of their origins, after the

passage of the Alaska Native Claims Settlement Act (ANCSA) in 1971, the
regional organizations turned their attention to the promotion and
delivery of health and human services in rural Alaska.

At approximately the same time that these organizations became involved
in health and social issues, other providers in the state, most notably
the Ruml Alaska Community Action Program (RurALCAP), were expanding
economic development activities to rural areas. The Native organiza—
tions and the Community Action programs, because of their common goals,
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NONPROFIT PROVIDERS

formed alliances and, 1in some 1instances, merged into single corpora—
tions. These corporations expanded health and social services and con—
tinued to assert more local control over issues affecting residents of
the region. However, in 1973, the Nixon Administration made the deci—
sion to terminate the Office of Economic Opportunity (OEOQ), thus elimi—
nating one of the Community Action Program®s main source of funds and
threatening the alliance between the regional organizations and the
Community Action programs.

The response of the regional corporations was to assume responsfbility
for their own administration and pursue grants and contracts that would
allow them to ~ liver health and social services without reliance on
Community Action agencies. Over the past decade, these corporations
have become the major ocial service providers 1in many areas of rural
Alaska.

Village nonprofit corporations are a second major type of Native non—
profit corporation. The Alaska Native Claims Settlement Act acknowledged
the existence of Native village profit corporations that could receive
the title to lands claimed by the village. In many instances, associate
nonprofit village corpora®ciuns were formed to provide human services at
the village level.

Both the regional and village nonprofit corporations have been recog—
nized by the Bureau of Indian Affairs as tribal organizations, and are
therefore eligible to receive grants and contracts to provide services
under federal Native programs. This tribal designation 1is a result of
the Indian Self Determination Act of 1975. This federal act mandated
that health, -education and social services previously provided to
Natives by federal agencies were now to be provided through contracts
v/ith Indian tribes. The assumption of these federal programs provided
a strong stimulus to the growth and development of the Native nonprofit
organizations and established them as important service providers in
most areas of the state.

Nonprori t corporations may also contract to provide State-mandated or
State-supported services. The extent to which the Native nonprofits
contract with the Stite varies widely. For example, the Maniilaq
Association contracts to operate virtually all of the Alaska Department
of Health and Social Services human service programs in the NANA region,
which includes Kotzebue. It even has its own Budget Request Unit (SR"J)
in the State budget. In comparison, r.ome of the other regional and
village Natave nonprofit corporations contract to provide only a few
services.

Tnese corporations are the direct providers of many services associated
with government; in fact, these corporations are sometimes referred to
as quasi-governmental agencies. As George Irvin of the Alaska Fed—
eration of Natives describes 1it, these corporations act as "the hand
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on the arm of government™ in many rural areas of the state. This role
is particularly critical in some rural areas that are not within organ—
ized boroughs. Because there 1is no borough government (and in some
cases no local government vrecognized by the State) to organize and
deliver social services in these areas, Native nonprofit corporations
have provided the delivery mechanism for these services.

However, these corporations are not equivalent to local or regional
governments; they lack the ability to make laws, the power of taxation,
and other essential powers of government. Also, because their tribal
status under the Indian Self Determination Act 1is contingent upon Native
control of the organization, non-Native residents sometimes feel that
their interests are not adequately represented even though State con—
tracts and grants require all residents to be provided services. The
extent to which regional nonprofit corporations can or should assume
the duties of government in Alaska is a question of considerable concern
to many individuals involved in the provision of human services.

Native nonprofit corporations can be clearly distinguished by their
status as tribal organizations. No other fovm of nonprofit human serv—
ice provider operating in Alaska has the same potential for delivering-
such a broad range of human services to the communities and regions.
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PLANNING FOR HUMAN SERVICE”

Human service provision in Alaska involves not only a multitude of sepa—
rate, independent, nonprofit providers, but also several different fund—
ing sources, including federal, State, municipal, and private agencies.

In such an environment, decision making 1is diffuse. The funding deci—
sions made by the federal government, the Alaska Legislature, State

agencies, municipal governments, private charities, and the nonprofits
themselves all contribute to the mix of human services available to the
population. Furthermore, for some kinds of services, government agen—
cies and/or private, for-profit providers may also be serving the same
(or overlapping) populations that are served by nonprofit agencies.

One often-repeated goal for the delivery of human services in Alaska 1is
that sufficient planning and coordination occur to insure that:

e human services funded are those for which there is the greatest
need;

e the location of the available services corresponds to the loca—
tion of the greatest need; and

e services provided represent the most effective response to the
needs being served.

Some planning occurs at all levels of organizations involved in human
service provision-local, regional and State- as each human service
provider must plan for the programs it will offer. In this section, we
will discuss some of the current planning activities and other efforts
to enhance coordination and cooperation among service providers.

Planning cannot alleviate all problems, especially when tne provider of
services does not control the resources to be used in providing the
service. For example, the State may perceive a need to change the meth—
od of delivery of Medicaid services only to discover that federal regu—
lations prohibit that particular activity. A local nonprofit organiza—
tion may perceive a local need for day care and parenting programs only
to discover that the only funding that is available must be used for

treatment of victims of child abuse. In both of these cases, the
likely response of the provider 1is to change the focus of the desired
service in o”der to obtain the available funding. This is especially

true of nonprofit organizations which rely heavily on State and federal
grants and contracts for their resources.

Within the constraints imposed by the resource allocation system, or—

ganizations that deliver services attempt to secure funding to provide
the services they perceive as meeting their clients* needs. If the
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funding that 1is available cannot be used to meet the perceived need,
the organization must decide whether or not to accept the funds and
provide the alternate service.

The process used by nonprofit service providers to assess local needs
and design services *? meet those needs varies considerably among or—
ganizations. In some cases, the planning process occurs 1in conjunction
with the funding decisions made by other organizations or agencies. For
example, in Anchorage, the Municipality of Anchorage and the United Way
provide funding for local services through a formal proposal review
process. According to Lynn Caswell of the Anchorage United Way, that
organization requires member groups to submit plans concerning desired
use of United Way funds in the upcoming year. Although these plans are
reviewed by the United "Way board, the process attempts to allow local
organizations freedom in determining how resources are used. However,
Ms. Caswell noted that there have been occasions in which the United
Way has changed the focus of services proposed by local providers.

The Municipality of Anchorage 1is attempting to develop a comprehensive
human service plan in conjunction with block grant funding by establish—
ing a coalition of service providers and public members. Although the
block grant funding decisions are ultimately made by the Borough Assem—
bly, the coalition would help assess local needs, develop service pri—
orities and allow Jlocal providers a forum in which to express their
local service plans.

Native nonprofit regional corporations engage in health planning in con—
junction with the Indian Health Service through the development of trib—
al specific health plans. The ability of these corporations to ?pply
resources to the needs identified in the plans is enhanced by the Indian
Self Determination Act. This act helped to localize planning and
resource allocation for Indian Health Service and Bureau of Indian Af—
fairs human service programs.

The three health systems agencies (southeast, southcentral and north-—
ern) also participate in developing regional health planning for their
respective areas of the state. In some cases, local health plans rust
be reviewed by the health systems agencies prior to approval by State
agencies.

Statewide planning also occurs. Examples of this effort are the State
Health Plan, Alcoholism and Urug Abuse Plan and Alaska Maternal and
Child Health Plan. Although these plans provide detailed inventories
of needs and goals and objectives, several providers questioned the use
of these plans in the allocation of resources. Part of this criticism,
however, occurs because of different expectations concerning the State
role in social service planning, especially with regard to the degree
of State involvement 1in the actual allocation of vresources. Some
providers feel that State agencies should adopt a more active role in
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establishing social service priorities and cowmanieating these prior—
ities to the legislature. Other providers noted that these allocations
are more appropriately made on the local level. It is interesting to
note that the recent growth in the number of legislatively designated
grantr has contributed to the ability of local providers to ma“<e local

decisions concerning the use of human service resources. Some human

service providers believe that this has occurred at the expense of an

organized system of statewide social service planning, coordination and
resource allocation.

A second 1important aspect of planning 1is the ability of providers to
coordinate services to use resources as efficiently as possible. Gen—
eral ly, this means designing service provision so that there is a mini—
mum of duplication. To some extent, this coorr®ination among providers
occurs formally in the planning mechanisms described above. As Lynn
Caswell of the United Way noted, organizations have been denied funding
for specific services if the services they propose are being competently
provided by another orjanization.

The Governor®s Office of Management and Budget is currently involved in
a project that could provide information helpful to the coordination of
nonprofit services. That office is attempting to develop a data base
consisting of all State grants and contracts awarded to nonprofit or-
ganizations.

Beyond this formal cooperation implicit in the allocation process, sev—
eral providers described how informal coordination and cooperation oc—
curs among provider organizations. Tom Gundersen, of Alaska Childrens

Services, maintains that within certain areas of human services, such

as child care, the various providers are not only aware of the services

available in the community but also the quality of these services.

Thib awareness stems from agency interaction resulting from referrals

m! exchange of information among agencies. Bob Lohr, Director of
RurALCV, note Mat because formal mechanisms of service cooperation

an I coordination are very difficult to maintain, many organizations in

rural Alaska rely on informal exchanges of information. An informal

information exchange appears to work well in areas that have only a few
providers, making this exchange of information easier than in areas of
the state that have many providers.
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STATE Oc ALASKA ADMINISTRATION OF GRANTS AND CONTRACTS

The State of Alaska, like most Governments, utilizes grants and con—
tract to purchase goods and services that benefit residents of the
state. These purchase, range from ferries to computers to mental health
counseling. Although nonprofit organizations also provide services to
federal and local governments, the State government has become a major
iDjrchaser of human services. The growing reliance of r sidents on
services p' -chased by the State rather than provided directly by State
employee®™ emphasizes the importance of the State"s administrative role
in the human service delivery system. This section of the report will

examine this expanding State role.

Grants and Contracts

To many people, the terms grant and contract denote different financial

arrangements. Normaily, a contract 1is viewed as a legally binding

pledge to provide a good or service in return for fixed compensation.

On the other hand, a grunt is generally v“ewed as less legally restric—
tive and not as closely tied to performai.ee as is a contract. These

distinctions do not exist as far as the State of Alasxa 1is concerned.

The Attorney General®s office and the Department of Administration have

determined that there is no significant difference between the use of a
grant or contract in the purchase of services. Both forms of rocure-

-iient are considered to be legally binding and subject to administrative

rule- and regulations that govern the purchases of services.

However, tnere are functional differences between grants and contracts.

Contracts must be approved by the Department of Administration, which
has beei designated by AS 37.05.022 as the State"s purchasing agent.

Contracts that purchase services from nonprofit providers are subject
to procedures that apply to professional service contracts (AS 36.98).

Contracts awarded under the professional services regulations require
approval of the award process by the Contracts Review Committee as well

as final document approval by the Department of Administration. Grants

can be awarded by various departments within the State government with—
out the approval of the Department of Administration, although in some
cases approval is obtained from the department.

The decision as to whether a grant or contract is the appropriate meth—
od of procurement depends upon several factors. In some cases, the
statute enabling the State to purchase the service specifies the use
of either a grant or contract. For example, AS 44.47.305, “hich estab—
lishes the Child Care Grant Program, specifies the orocedures to be
used in awarding child care grants and defines the eligibility criteria
for providers. In other cases, the procurement method will depend
upon the legislative intent of the appropriation (as determined by the
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ADMINISTRATION OF GRANTS AND CONTRACTS

actual wording of the appropriation bill) and the particular line item
of the budget into which the appropriation is placed. If funds to pur—
chase the service are located in the grants and claims line item, then
the services must be purchased with a grant. The same 1is true of the
contracts line item. The Governor®s Office 1is the only executive
branch agency that has the authority to move legislative appropriations
from one line item to another, thus allov."ing alternate procurement
methods to be used.

Types of State Grants/Contracts

Generally, there are a variety of types of grants and contracts used by
the State to r rchase services. Because this report focuses on non-—
prof it service providers, we will not discuss grants to incorporated
municipalities iAS 37.05.315) and grants to unincorporated municipali—
ties (AS 37.05.317). This section of the report will examine competi—
tive selection grants, named recipient grants, block grants and profes—
sional services contracts.

Competitive selection grants. These grants are competitively awarded
by departments or divisions to purchase specific services that are
authorized in statute. Generally, each grant program of this type is
defined by a statute which gives the purpose of the grant program, de—
fines eligibility for both recipients and providers of the service and
details any special procedures to be followed in purchasing services
under the program. Although many programs of this type exist in the
statutes, some are dormant because money has not been appropriated to
them and consequently no services can be purchased.

Two grant programs, the Child Care Grant Program and the Alcoholism and
Drug Abuse Grant Program, are illustrative of competitive selection
grants. 3oth of these programs are established by statutes (AS 44.47.
305 and 47.30.475, respectively) which detail the services to be pur—
chased by the grants and contains eligibility criteria for providers.

For example, the Child Care Grant statute specifies that, only licensed
child care facilities are eligible to receive grants, the total grant
cannot exceed $50 for each child cared for by the facility and the
grant awards shall be adjusted geographically based on instructional
unit allotments (AS 14.17.051). In addition, the statute provides a
formula to be used in determining the grant award for eligible child
care facilities and gives the responsibility for administration of the
program to the Department of Community and Regional Affairs.

Alcoholism and Drug Abuse grants can be used to purchase services from
nonprofit corporations, city or borough governments or other political
subdivisions of the State. The statute notes that money is to be award—
ed by the Department of Health and Social Services based on community
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need and that communities are vrequired to match department funds.
Grants cannot be awarded under this statute unless the services to be
provided by the grantee are part of a health services or other overall
planning effort.

In both of these examples, and with competitive grants 1in general,
funds are appropriates, to a State agency which purchases services
through a process of soliciting proposals and choosing the service
providers based on a preestablished evaluation criteria. This process
is described below.*

The first step in the funding process is initiated by the State
after an appropriation 1is made that allows the purchase of a par—
ticular service. The state agency responsible for delivering that
service publishes a request for proposal (RFP) and sends the RFP

to any organizations on the bid list (the list of organizations

that have expressed interest in providing that service). The RFP,

which is advertised in applicable localities wusing appropriate

means for the area, describes the information that a potential

grantee needs in order to prepare a competitive proposal. General—
ly the RFP includes: the department within state government pur—
chasing the service, a summary of the services to be purchased, the
deadline for accepting proposals, the professional qualifications

required for the individuals who will provide the service, possibly

the method of evaluation to be used in awarding grants = * any
special factors the provider should consider in 1its k.ah for
delivering the proposed services.

The next step requires the provider to write andsubmit a grant
proposal that conveys to the grantingagency exactly how the serv—
ices are to be performed. One major section of the proposal 1is
the statement of need which generally describes the nature of the
problem, consequences if the problem is not addressed, past efforts
at solving the problem and demonstration that provision of this
service will not duplicate other efforts. Also included in the pro—
posal 1is the organization section which established the providers
competence to accomplish the proposed activity. Information in
this section includes the past activities of the organization, the
service area of the organization and its representation on the
governing body and the educational background and professional
qualifications of the organization staff.

J-This description of the funding process is taken from the draft report
of the Office of Management and Budget®"s Grants Management Handbook.
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The third element in the proposal 1is the goals anjl objectives.
This section details the actual outcomes to be achieved as the
service 1is provided. Related to the statement of goals and objec—
tives is the methodology to be used by the organization in reaching
the stated goals and objectives. This section may include work
schedules, job descriptions of new staff to be hired and the ra—
tionale for ri.oosing a certain methodology.

The budget component of the proposal details how the available re—
sources will be allocated to accomplish the goals and objectives.

Consequently, the budget should be directly related to the method—
ology to be used. Two aspects of the budgeting process, matching

and determining an indirect cost rate will be examined Tater in
this chapter.

Monitoring and evaluation make up the final components of the grant
application process. Monitoring refers to the applicants internal
organizational controls that are designed to give information to
both the grantor and grantee concerning the progress made in pro—
viding the service. Evaluation refers to the process of determin—
ing the value of the services offered by the provider. The evalu—
ation should not only determine if the goals and objectives were
reached, but also if reaching these goals and objectives had the
desired outcome. In other words, the evaluation is to determine
not just the degree of activity but the value of the activity Iin
meeting the determined need. Monitoring activities are usually
applied continuously over the life of the grant. Evaluation activ—
ities may be done either continuously or after the service is

provided. It should also be noted that evaluation includes exam—
ining the service providers expenses related to the provision cf
services.

The reader is cautioned that this description is only intended to por—
tray the basic proposal and funding process. Specific grant programs
may have proposal requirements that differ from those described here.

Named recipient grants. Named recipient grants actually identify the
recipient of the grant in the legislative appropriation. The appropria—
tion goes first to a designated State agency which 1is responsible for
passing the money to the grantee. For example, the fiscal year 1935
budget states that '"the sum of $50,000 1is appropriated to the Depart—
ment of Health and Social Services as a direct grant to Big Brothers/Big
Sisters of Juneau for local services to youth.”™ In this example, the
appropriation appears in the grants and claims line item of the Depart—
ment of Health and Social Services which in turn grants the money to
the named recipient, 1in this case Big Brothers/Big Sisters of Juneau.

The procedure used to award named recipient grants is found in Alaska
Statute 37.05.316. The department to which the appropriation is made
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notifies the recipient of the appropriation and requests a proposal
that Jescribes how the named recipient will provide the services speci-—
fied in the appropriation. IT the department concludes that the named
recipient can accomplish the required services, the grant is awarded to
that provider. If the department concludes that the named recipient
cannot provide the particular service, proposals to provide the serv—
ices are requested from other providers. IfT the Governor®"s Office
agrees that granting to another proviaer 1is appropriate, the department
can make the grant award to a provider other than the named recipient.

Representatives of several State departments with which we talked noted
that it is rare that an organization designated to receive a named re—
cipient grant does not receive it. One reason for this is the politi—
cal consideration in not awarding grants to providers specifically
named by legislators. Also, because these grants are usually for spe—
cific services, the named recipient iIn many cases is a competent pro—
vider of that specialized service.

3lock grants. Block grants are a funding mechanism whereby sums of
money are transmitted to grantees who then decide the specific applica—
tions of the money depending on local need. This differs f , the
normal grant process in which funding is provided for a specific serv—
ice determined prior to the grant approval.

Within Alaska, the block grant approach 1is used sparingly. In FY 35,
the lunicipalities of Anchorage and Fairbanks received $2.9 million and
$.7 million respectively in social service block grant funds from the
State. Athough both of these grants represent only a small portion of
the total social services expenditures 1in these two locations, some
community service providers feel that this approach can be expanded to
efficiently allocate larger portions of health and social services
resources. The Municipal!"ty of Anchorage utilizes the following process
to distribute block grant funds.

The first step is the distribution of a request for proposal by the
Municipality of Anchorage, Department of Social Services (MOA-0SS). At
this stage, ocher resource providers are asked to make presentations

concerning the types of programs they are funding. This helps the
Department of Social Services determine the support that various types
of services are receiving from other sources. Proposals are submitted
by organizations interested in providing services. These proposals are
reviewed by the Social Services Task Force which then makes recommenda—
tions to the mayor who transmits Tfunding priorities to the assembly.

The Social Services Task Force includes local social set vice consumers

and providers. After the assembly approves the funding allocations,

grants are prepared by the municipality"s social services department.

This department is also responsible for monitoring the performance of
grantees.
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The block grant approach 1is seen by some Anchorage service providers as
a way to ensure that the allocation of social services dollars is made
according to local needs. These supporters would like to see this
approach expanded to include funding for additional services. Nancy

Cornwell, of the Municipality of Anchorage, Department of Social Serv—
ices, supports this expanded use of block grants to allocate local

service funding. She also notes that understanding the human service

needs of a community as well as the services currently offered in the
community are important if a block grant allocation scheme is to work

effectively. As a secondary benefit, the results of the examination of
the social service system of a community can be used for planning deci—
sions other than the allocation of block grant funds.

Another major benefit of the block grant approach to funding of local
services is that it can potentially reduce the fragmentation of social
service dollars. Under the funding scheme used most often, dollais are
distributed to specific agencies for specific services either by the
legislature or departments of State government. This process of dis—
bursement allows coverage over a wide range of social services but also
fragments the social service dollars making it difficult to focus
larger amounts of resources on problems that create various social serv—
ice needs. The block grant approach provides the flexibility to either
fragment or combine service dollars as dictated by local circumstance.

However, several providers with whom we talked criticized the block
grant approach. Mike Meehan, Director of Catholic Social Services in
Anchoragt noted that there were methods of circumventing this funding

allocation process.2 His experience shows that if local providers do
not receive the desired funding level from the block grant allocation,

that agency could directly contact the legislature arid secure the fund—
ing by use of a named recipient grant. As moreorganizations succeed

in securing fundingin this way, the block grant allocation would lose

its credibility and legitimacy in the community.

A second criticism involves the makeup of the group that is given the
responsibility to allocate funds. We mentioned earlier that this allo—
cation board would require information concerning the needs of the com—
munity and the services currently offereu. Therefore, at least a por—
tion of the allocation group would be individuals involved in some way
with social services delivery. It would be difficult for such a group
to maintain strict objectivity because of bothprofessional opinions
concerning the best way to deliver services and personal opinions con—
cerning the way any specific organization delivers services. Decisions
that were viewed by the community as too subjective could damage the
credioility of the allocation processand re> u ke support for it.

2Mr. Meehan was formerly the director of planning for the Municipality
of Anchorage.
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The block grant approach has been viewed by some as a potential method
of allocating resources in rural Alaska. It is particularly inviting
in rural localities because of the freedom it allows local planners to
fund local service delivery efforts that are more attuned to Ilocal
cultures than traditional service delivery. However, both of the
criticisms previously discussed are applicable to rural Alaska as well
as to uroan centers. The ability of providers to circumvent the allo—
cation process and the potential for lack of objectivity by the alloca—
tion board could cause the block grant process to lose Iegiti)macy.

Rural Alaska has the additional problem of lack of regional governments

to administer block grants. In Anchorage, the block grant goes to the
municipality, which 1is then responsible for initial distribution of the
funds as well as ongoing oversight of the grants or contracts. In ru—

ral areas of the state, there are no organized boroughs ,0 perform these
functions on a regional basis. Regional nonprofit corporations provide
services on a regional basis, but, because they are largely Native or—
ganizations, they may have difficulty in establishing legitimacy among
the non-Native population.

Professional Services Contracts

Professional Services Contracts are generally used by State agencies
to purchase services from nonprofit organizations. Alaska Statute
36.98 provides the legal basis for these contracts and authorizes the
Commissioner of the Department of Administration (DOA) to adopt regula—
tions to oe used in awarding these contracts.2 Regulations require the
use of the professional contracts procedure if the contract amount,
including amendments, exceeds $5,000 and if the contract is not related

to an emergency that 1is threatening life and property. Contracts of
less than $5,000 can be awarded by State agencies and do not require
Department of Administration approval. All of the requirements that

are applied to the original contract are also applied to any amendments
to the contract.

The first step in the contract approval procedure is the filing by the
contracting agency of the Authority to Negotiate (ATN). The ATN con—
veys to the Department of Administration the desire of the contracting
department to purchase professional services through a contract. The
ATN includes information such as the division 1in which the project
director is located, the estimated amount of the contract, the period
of performance and an explanation of the purpose of the contract and

2These regulations are found in the State Administrative manual, sec—
tions 8102 through 8193.
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the services to be performed. The ATN mast be approved by both the de—
partment requesting tne contract and the DOA prior to any notification
to the public that services may be purchased.

After the ATN has been approved, an appropriate procurement method is

chosen depending upon the dollar amount of the contract. If the con—
tract is greater than $5,000 out not more than $25,000, a formal or in—
formal method may be used. If the contract exceeds $25,000, a formal

method must be used.

An informal method means that at least three quotes are solicited from
providers on the contract register. A formal method requires that a
request for services be prepared and advertised appropriately. The
request for proposal for professional servic.es includes information
such as the wor to be performed, any special conditions affecting the
project and a description of the factors to be used in evaluating the
proposals.

However, there are occasions when the formal procedure is not appro—
priate. Alaska Statute 35.93 allows alternate procurement methods to
be used in any of the following situations:

1. The contracting agency demonstrates that there 1is a single
source of the expertise or knowledge required or that one
person or Ffirm can clearly perform the required tasks more
satisfactorily due to prior work performed by the person or
firm.

2. The commissioner of the Department of Administration makes a
determination that public necessity will not permit delay in
purchasing the service.

3. The service is to be provided by another State agency, a fed—
eral agency or a subdivision of the State.

In any of these cases, the alternate form of procurement must be auth—
orized by the Department of Administration and reviewed by the Contract
Review Committee. This committee, composed of representatives of the
Divisions off Finance, General Services and Supply and Risk Management
within DOA, reviews the process used to award all contracts to assure
that proper procurement procedures have been followed. It is the in—
tent of the committee to review the various stages of the procurement
process so any problems can be detected before vhtering the next phase
of the process. For example, the committee can review and suggest cor—
rections to the request for proposal prior to :ts publication, thus
assuring that providers and agency staff do not expend resources writ—
ing and reviewing proposals based on an inappropriate request document.
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Matching and Indirect. Costs

Matching and indirect costs are two aspects of grant and contract manage—
ment that can be misunderstood by both purchasers and providers of serv—
ices. This section of the report will provide brief explanations of
these two issues.

Local Match. Local match refers to the requirement of some grants and
contracts that the grantee provide a percentage of the total resources
required to provide the particular service. Depending upon the particu—
lar regulation or statute governing the grant program, the match can
either be cash or in-kind. For example, alcoholism grants funded under
AS 47.30.477 require that "grants shall be awarded in the ratio of 75
percent state money to 25 percent community money, except in communi—
ties designated as poverty areas the ratio shall be 90 percent state
money to 10 percent community money..." The statute goes on to say
that money for the match can be from any source other than State money
and that the value of real property used directly in conjunction with
the grant may be calculated as match.

In-kind match 1is contributions to the provision of services that are
not cash resources. Examples are donated office space, uncompensated
services of employees, borrowed equipment and donated supplies. The.se
items are valued at the equivalent amount of cash that would be needed
to purchase them with cash resources from the grant budget.

Although matching requirements are sometimes criticized for establish—
ing barriers to grant funds for locations and organizations that need
them most, several representatives of State grant programs noted two
advantages of matching requirements. First, the 1local match helps to
stretch State re--_-drees. For example, 1in the alcohol grant program
cited above, the local match can contribute as much as 25 percent in
additional resou; ces to purchase services for alcoholism programs.

Second, the match requirement acts as a check against the purchase of
services that do not have community support. If a match is required,
individuals who are contributing resources to the match can be expected
to scrutinize the project more closely than if they contribute nothing.
In addition, the local match requirement helps to ensure local partici—
pation and support for the project after it is initiated. If local
funds are used in the grant funding, interest in the success of the pro—
ject may be spread among more local residents than just the consumers
and providers of the service.

Indirect costs. If a nonprofit corporation operates only one grant or

contract,’aT of the expenses involved in providing t™e services paid
for by the grant or contract are direct program cost*. This includes
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all of the administrative costs associated with implementing the grant,
including office space, office equipment, utilities, telephone calls,
transportation, etc.

However, many times a nonprofit organization will simultaneously pro—
vide services under more than one grant or contract. For example,

large multi-purpose nonprofit corporations provide a variety of serv—
ices with funding coming from many separate grants and contracts. In
these cases, it is much more difficult to determine the actual adminis—
trative costs to be charged as direct costs to each grant and contract.

For example, it may oe impossible to determine the actual expense of
the use of office equipment such as typewriters or computers to apply

to each individual grant or contract.

The solution to this accounting allocation problem 1is to use an 1in—
direct cost rate that includes the costs that are common to all pro—
grams but cannot be assigned to these programs separately. There are
no hard and fast rules about what should be considered an indirect cost
as opposed to a direct cost. Generally, if the actual cost cannot be
reasonably assigned to a particular activity, the cost is considered to
be indirect. However, it should be remembered that whether a cost is
assigned to a grant or contract directly or through some kind of indirect
allocation system, the cost is still charged to the grant or contract.

Indirect cost rates can be calculated in a variety of ways. Generally,

the procedure involves determining the percentage of all the common

costs to be charged to each grant or contract by dividing the total

direct costs of all the grants and contracts of the corporation by the
total administrative costs of the corporation (the costs that can ™t be
assigned to specific programs). For example, if a corporation adminis—
tered grants and contracts totaling $1 million in direct expenses and
incurred administration expenses of ?200,000, the indirect cost rate is
20 percent. Consequently, for every program dollar administered by that
corporation, 20 cents would go to help pay that program®s share of the

corporation®s administrative expense. In the grant or contract budget,

this expense would eopear in a line item called indirect or administra—
tive expense and 1is considered as part of the total grant or contract
award.

An indirect cost rate can be established by either the State or federal
government. The federal government has a fairly complicated procedure
to be followed in establishing a rate- However, on;e the rate is estab—
lished, aside from a few exceptions, it can be 1ised for all federal
grants and contracts. In addition, this rate is also generally recog—
nized by the State as a legitimate and allowable cost. If a federal
rate has not been negotiated, an indirect rate can be negotiated with
the State. This may occur on a case by case basis or one State agency
may accept a vrate previously established by another State agency.
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One special situation 1involving indirect costs needs to be mentioned.

Sometimes a nonprofit organization will receive grant or contract funds
uo subcontract the actual services to another provider. In this case
the original grantee 1is just passing the funi to the ultimate service
provider, hence the name pass through funding. Because the original

grantee 1is not incurring the same administrative costs as if the grantee

were providing the service directly, the usual indirect cost rate does
not apply. Therefore, a special indirect cost rate, a pass through rate
that more accurately reflects the administratis costs to the original

grantee or contractor is calculated. As with the indirect cost rate,

this pass through rate can be negotiated with both the State and fed—
eral governments.

Grant and Contract Compliance

Regardless of whether a grant or contract is used to purchase services,
the State agency that 1is purchasing the services 1is responsible for
grant or contract compliance. Although actual administrative practice
may vary by department, generally program compliance 1is assigned to the
division level. This responsibility involves assuring that the service
that were purchased by the State are actually provided according to the
methods prescribed in the agreement. The Division of Family and Youth
Services, Department of Health and Social Services, provides an example
of compliance procedures. According to Dan Masden of that agency, two
general mechanisms exist to monitor services purchased by grants and
contracts.

First, regular program and expenditure reports are required that detail

the activities of the grant or contract over a specified period. De—
pending on the size of the grant or contract and the complexity of the
services provided, these reports are normally required monthly or
quarterly. However, 1in some cases (because of the nature of the serv—
ices purchased) only one report at the conclusion of the service delivery

is required. Tne content and format of these performance reports are

generally detailed 1in the grant or contract and in many cases the
actual payment oy the State to the service provider 1is linked to the
receipt and review of these reports.

The second compliance method involves on-site visits by Division of
Family and Youth Services staff. Due to the number and types of con—
tracts and grants administered by the division, all contractors and

grantees cannot be visited. Generally, on-site evaluations are per—
formed on the large contractors or grantees as well as any providers
that have potential for compliance problems. It should be remembered

that these evaluations are largely program related although any finan—
cial irregularities are referred to the office responsible for that
grantor contract. Financial audits of grantees and contractor, are
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performed through the commissioner®s office. Also, many nonprofit
corporations, especially the ones that provide multiple services, pay

for private audits of their financial records. These audits are gener—
ally available fnr State review.
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Nonprofit providers play a dynamic vrole in the provision of human
services in Alaska. As the role of nonprofits within this structure
continues to change, many choices must be made concerning the way 1in
which nonprofit service providers can best be used to maintain and im—
prove the quality and quantity of human services available to Alaskans.

In this section, some of the major issues confronting human service pro—
viders and policy makers in Alaska are discussed. Most of these con—
cerns were raised in the course of interviews with professionals in the

field of human service delivery. In addition, Governor Sheffield"s

Human Service Mini-Cabinet conducted numerous hearings throughout Alaska

at the end of 1983 and identified many issues which relate to nonprofit
human services. Many of the findings of these meetings are included in

the discussion. While some of the issues pertain to nonprofit providers

exclusively, many of the 1issues relate to the human service delivery

system as a whole. The first five issues discussed pertain to Cite
improvement of the human services delivery system; the final four

pertain to the role that nonprofit providers should play in this deliv—
ery system.

As one reads this section, it will become apparent that inany of the
issues discussed are interrelated. On occasion, some of the positions
advocated by human service professionals on one issue contradict posi—
tions taken on other issues. No attempt to analyze these contradic—
tions has been made; the purpose of this section is to present the
issues as they were communicated to us in numerous interviews.

Planning anl Allocation in the Human Service Delivery System

One of the most common sources of concern identified in our interviews
was the fragmented, disorganized nature of how decisions are made as to
which arid how human services are provided. Criticisms were directed at
the level and quality of planning efforts, the degree of coordination

and cooperation between and within the various government and nonprofit
agencies involved in tiie provision of human services, 7d processes
b, which funds are allocated among human services. While these are, to
some extent, separate problems, they all relate generally to the process
through which human service needs are identified, the appropriate re—
sponses are determined, and the resources are allocated. Furthermore,

it is useful to consider these 1issues together because some of the
concerns expressed specifically pertain to the way in which planning,

allocation, and coordinating activities relate tc one another.
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Some of the individuals with whom we spoke believe that there is cur—
rently insufficient human services planning occurring 1in Alaska, as
evidenced by the lack of a comprehensive assessment of human service
needs. There 1is concern that without well defined needs, it is dif—
ficult to establish rational priorities.

Comparing the needs for different types of services- determining which

needs are greatest--is the essential second step in the needs assess—
ment process! i“athy Sutcliffe, Director of Health for the Aleutian/

?riDilof Association, expressed a desire for a central needs assess—
ment; she believes that without one, regions of the state with less
visioility but great needs may be overlooked in the allocation of human

service resources. Jack Kruse of the Institute for Social and Economic
Research (ISER) stated that the present system of allocating funds,

without a clear definition of priorities from funding agencies, creates
uncertainties for nonprofit agencies.

The allocation of funds for human services without regard to planning
was another source of concern for many of the individuals we inter—
viewed. According to the findings of the Human Services Mini-Cabinet:

"there is no consistent funding (or service) standard set state—
wide upon which to evaluate the allocations proposed between
services... Also, too much emphasis goes 1into Funding new or
one shot programs without real evaluation of what already exists
or understanding what impact the funding might have."*

This is not, however, a problem of the allocation process alone. When
planning does not occur, it cannot be incorporated into the allocation
process. In addition, some individuals mentioned that plans are not
always timed appropriately. Bob Lohr, with the Rural Community Action
Program (RurALCApr, noted that for planning to be incorporated into the
allocation process, it must be coordinated with the budget cycle of
funding agencies. Planning results must be available near the beginning
of the budget process, not as the budget approaches finalization.

Another common complaint was that human services agencies act independ—
ently of one another. For example, Nancy Cornwell, with the Municipal—
ity of Anchorage Department of Social Services, noted that resource
providers do not always communicate well with nne another. Kathy Sut—
cliffe cited a lack of coordination between the State and the federal

*Human Services Mini-Cabinet, Human Service Provider Regional Meeting
Report, prepared by Department of Health and Social Services, Division
of Planning, Policy and Program Evaluation, February 29, 1984. P. 13.
(Hereafter cited as Human Service Provider Regional Meeting Report.)
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government. Tom Uunderson, Acting Director of Alaska Children®s Serv—
ices, noted that there is no formal coordination among nonprofit pro—
vided services. Sometimes even within an agency, there is 1inadequate
coordinati on among the local, vregional and statewide offices. T-*
Human Services Mini-Cabinet described existing planning efforts as:

"too fraginented— too directed f> particular problem areas..._hence
eliminating any ability for comprehensively or hoiistically ad-

dressing the wider human ~irice needs. In the same way, current
State planning is too fra nented among local, regional and State
levels,”.5

Most of the individuals wHh whom we spoke stated a need for comprehen—
sive, integrated human services planning. In the course of our inter—
views, several 1important characteristics of this idealized planning
process emerged, although probably no one individual would concur with
all of them.

eIt must have the capacity to identify human service needs within
the population, both the types of service needed and the inten—
sity of need for each service.

e The process must coordinate among local, regional, and statewide
planning efforts, and between federal, State, municipal, and
private planning efforts. Because funding and allocation deci—
sions are often made at the higher levels of government and on a
broader geographic scale, while services are frequently deliv-
ered at a local level, it is essential that there be coordina-
tion and consensus of aims among the various levels of planning.

eResource allocation decisions should be made 1in consideration of
the total range of human service needs, rather than independent
allocation of funds for each type of service. This 1is sometimes
called "holistic” planning, referring to the belief that because
many human service problems are interrelated, effective solutions
cannot be developed by treating each aspect of such interrelated
problems independently.

eThe planning process should have a long-term focus. This would
help to lend continuity and coherence to human service program—
ming from year to year. It would also help to reduce uncertainty
among providers about the funding of their agencies or programs.

S5Huinan Service Pr vider Regional Meeting Report, P. 4.
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e There should be sufficient internal discipline within the plan—
ning and allocation process to ensure the coordination of alloca—
tion deci? ,ns with the needs and priorities indentified by the
planning :ocess.

Many human services professionals believe that without internal disci—
pline, it would be impossible to obtain the cooperation from nonprofit

providers needed to ensure that the other characteristics listed above

could be obtained. Presumably, institution of comprehensive planning

may result 1in vreductions of funding for at least a few agencies as

priorities are redefined. Without some kind of discipline, it would be

in the best interest of such agencies to attempt to bypass the planning

process. On the oth.r hand, it seems doubtful that this discipline can

be achieved without a widespread perception of fairness and effective—
ness in the planning process. Lacking this perception, those respon—
sible for making allocation decision such as the Alaska Legislature,

will be hard put to justify their tment to the process.

However, in the course of oic interv ;s, Tfew tangible suggestions were
made as to how this process might be implemented. Comprehensive plan—
ning is seen as an elusive goal, with many difficulties to be surmounted
before its successful implementation. For example, one of the basic
elements of planning 1is an assessment of need. However, human service
needs are very difficult to assess quantitatively. Jack Kruse, with
ISER, has pointed out several obstacles to this assessment. Surveys
are of li .ited value, because of the expense and because many of the
populations at need are difficult to identify. Some human services are
targeted for very small populations witn very great needs.

Mr. Kruse suggests one method of determining needs would be a survey of
needs as perceived by providers and others who have regular contact
with the populations at need. However, he noted that for many human
services, the number of providers in a given community is very small,
and needs assessments would probably be limited to rough estimates of
need relative to the degree of service presently available.6

Another obstacle to developing comprehensive planning is the lack of
consensus about where decision making should take place within the
process. Some of the individuals with whom we spoke believed that the
planning process should not be directly connected with the allocation

6For a more detailed discussion of Kruse®s proposal for determining
need, see: Jack Kruse, k Description of Anchorage Subsidized Human
Services, Institute of Social and Economic Research, University of
Alaska, June 22, 1984. PP. 14-16.
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process. Others believed that without some form of explicit link be—
tween the two, planning activities frequently would be ignored in favor
of political considerations.

Also, some individuals believe that many nonprofit providers are corn-
fcrtable with the status quo and will be reluctant to support any
proposal for planning which might reduce their own 1influence 1in the
allocation process. Mike Meehan, Director of Catholic Social Services,

perhaps expressed it best when he stated that while everyone supports
planning in principle, most providers will be leery of any attempt to
implement comprehensive planning. However, he believes that those non—
profits who do not cooperate in the planning process should be forced

to obtain their funding from other sources.

It seems likely that many issues would have to be resolved before the
successful implementation of a comprehensive, integrated planning pro—
cess could be achieved. Kathy Sutcliffe suggested that human service
providers and resource agencies in Alaska probably would need to plan
extensively just to develop this olanning process. Other providers
noted the necessity of integrating planning with policy decisions
concerninn the development and delivery of human services

Although there were many complaints about deficiencies 1in the system
of planning for and allocating funds to human services, many people
believed that the State and other human service funders were doing a
reasonably good job of allocating their resources. Informal coopera—
tion and information sharing among human service providers was cited as
one factor which help minimize the negative effects of deficiencies in
formal planning. One view of the present system of planning and re—
source allocation 1is that the large number of providers and funding
agencies creates a marketplace for human services which functions
similar to laissez faire capitalism. In the broadest sense, the system
is selfcorrect Mmg; funding agencies will not continue to fund ineffi—
cient providers or unnecessary services in the long run.

Extending the Funding Periods for Grants to Nonprofits

Traditionally, most government grants and contracts with nonprofits for
human services are for a term of one year. Many providers contend that
this annual funding process is an inefficient mechanism for contracting
with nonprofits. Some nonprofit providers complain that it is sometimes
well into the fiscal year before a contract to provide services can be
negotiated between the funding agency and the provider. The Human
Services Mini-Cabinet found that the process:

"results in tremendous amounts of time being lost by the provider
researching and applying for new funding. Further, this militates
against the need to engage in 1long range planning or program
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development; creates unwillingness to employ longer term and per—
haps more effective treatment methodologies; encourages higher
staff turnover due to job insecurity; and does not enable the set
up of employee benefit packages..."/

The Mini-Cabinet also found that the uncertainty created by the funding
process spills over into client relations, resulting in the client hav—
ing a lack of confidence 1in the provider®s continued existence.""

Several individuals have suggested that the funding periods for non—
profit providers be extended to two or more years, to reduce the un—
certainties of funding and minimize the resources that must be directed
toward obtaining more funding. While it 1is acknowledged that extended
grant and contract periods could have some adverse effect on nonprofit
accountability, most individuals with whom we spoke believe that the
majority of nonprofits receiving grants and contracts have already
proven their ability to provide services in a responsible manner. For
unproven nonprofits, some form of probationary, one-year grant or con—
tract could be given until the provider establishes that it can manage
funds responsibly and deliver quality services.

Alternative Sources of Funding

One 1issue identified by the Human Services Mini-Cabinet is the increased
funding of human services from sources other than the Stati , Among the
possibilities mentioned are the use of fee-for-service , the billing
of third-party insurance coverage where applicable.9 A,jirner source of
funding is the 1local match provision of some State jr<nt programs.
Private nonprofit providers also have access to private contributions,
which can coine in the form of money, donated supplies or equipment, or
volunteer labor.

In the course of our interviews, two different concerns were expressed

regarding alternative sources of funding. One 1is that nonprofit pro—
viders should, whenever practical, avail themselves to all potential

sources of funding. Human service professionals quite understandably
desire to direct as much vresources as possible toward meeting human
service needs. The ability to exploit various sources of funding Iis
frequently cited as a sign of a well functioning nonprofit provider.

It is also perceived as an indication of broad-based support for a
service.

/Human Services Provider Regional Meeting Report, p. 7.
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The other concern is that funding agencies not place any unfair burden
on nonprofits to utilize other sources of funding (including in-kind
contributions). Many nonprofit providers believe that they should be
treated the same as any other private enterprise with whom government
contracts to provide a service, particularly in the case of services
that the State 1is required to provide by law. From this perspective,
the nonprofit should be paid the full cost of providing the service,
just as a private contractor would be paid for providing any other good
or service.

As noted earlier, local match requirements have been criticized for
making it difficult for some organizations or even local communities to
obtain State funding. Most of the individuals we interviewed strenu—
ously opposed any requirement or evaluation method that would penalize

nonprofits who failed to obtain some level of private support. Some

individuals also mentioned that any vrequirements for nonprofits to
obtain private contributions would hurt many smaller nonprofits, who
laek the skills or resources to engage in fund raising efforts. Also,

questions of efficiency have been raised. Fund raising can distract
providers from their basic mission of providing service, and additional

moneys raised may not justify this cost.

Some nonprofit providers fear that a system which emphasized the use
of other sources of funding might ultimately lead to the State with—
drawing equivalent funds for every dollar raised. Thus, in the long
run, nonprofits would have no greater funds, but would have a greater
burden in raising them.

Improving Professional and Managerial Capabilities of Nonprofits

A number of individuals identified a "lack of sophistication™ as a
problem among some nonprofit human service agencies. This included a
number of specific characteristics such as unfamiliarity with the
funding process, a lack of skills or knowledge necessary for efficient
management, and a general lack of experience or expertise at providing
specific services. These deficiencies were noted in both personnel and
boards of directors. Some individual.®” were specifically concerned with
providers in rural communities, where the provision of services may be
newer or personnel has less regular contact with other human service
providers.

One factor frequently mentioned as compounding the problem 1is the
State"s salary schedule; the State generally pays higher salaries for
human services professionals. As a result, there is a tendency for
these professionals to begin their careers with nonprofit providers and
move into State government as they acquire the necessary experience.
This trend makes it more difficult for nonprofit providers to retain
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their expertise. In addition, when nonprofit providers assume a service
formerly provided by the State, this salary differential often prevents
them f~om retaining the existing staff.

One suggestion to alleviate these problems 1is for the State to provide
technical assistance to the nonprofit providers. This assistance could
include help with completing grant applications and with complying with
recordkeeping and reporting requirements. In this manner, the State
could help to ensure that the funds it disperses to nonprofits are used
in the most efficient fashion. One example of this kind of assistance
is the Grants Management Handbook recently developed by the Office of
Management and Budget. The handbook seeks to familiarize individuals
with requirements of the grant application process and financial manage—
ment of the grant.

Some people also stated that such efforts are important to ensure that
sophistication in the technical aspects of grant applications was not
an absolute requirement to funding; nonprofitsshould not have to be
polished to receive grants.

Another means of addressing these problems 1is to increase the avail—
ability of training for nonprofit employees and boards. This was one
of the needs identified by the Human Services Mini-Cabinet.10 Not only
does this approach have the potential to improve the quality of service
and management of nonprofit providers, Lynn Caswell with theUnited Way
of Anchorage pointed out that training opportunities can in some cases
serve as an alternative for agencies unable to pay higher salaries.

Standardization of Management of Human Services Programs

One 1issue identified by the Human Services Mini-Cabinet was the "lack
of uniformity/consistency in the management of human services programs
across State agencies."™ Among the specific problems cited were a lack
of standardization of forms, procedures, time frames and the information
wlpch nonprofits must provide the agencies. This results 1in providers
wasting time "filling out essentially the same information in slightly
different ways or at slightly different times."

In response to these criticisms, the State®"s Office of Management and
Budget (OMB) 1is attempting to standardize grant procedures. This ef—
fort includes an attempt to develop a uniform grant application form.
According to Linda Oelaney, with OMB, her agency would also like to
standardize budget information and eliminate duplicated audit efforts.

I0Hurnan Service Provider Regional Meeting Report, p. 16.
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Local Control of Human Service Provision

One often-cited advantage of nonprofit providers is that delivering
service through a community-based agency allows for more local control
of services (or, for some areas of rural Alaska, vregional -control).
Some individuals bel®™ ve that such factors as local accountability,
local hire, and 10"ai providersl ability to mobilize resources within
the community usually enhance the quality of the service provided.

Such individuals contend that centralized authority results in delays
in decision making and in decisions that may not be effective within
the local context. They would like to see increased local control in
Alaska®s human service delivery system. The Mini-Cabinet found that
providers believe:

"too many decisions [are] being made 1in Juneau; regional managers
hav[e] little authority to maKe decisions; [there is a] need for
greater local input into planning, program development and fund—
ing decisions; and programs [are] so general and regulations too
rigid to allow Ilocal needs to be appropriately or efficiently
met."11

The Mini-Cabinet findings contained many proposed solutions including
decentralization of delivery decision making in State agencies and
providing more of the funding for twnian services through Ilocal block
grants.” One example of how centralized decision making can result in
inefficient use of resources is when a statewide office of an agency
funds a nonprofit in a community, even though Ilocal referral agencies
do not rster clients to that provider. Thus, the service funded will
likely be wunderutilized. Oecentralized decision making could help
ensure that the agencies funded are well respected within the community.

A block g-ant approach to funding would allow communities more flexible
responses to local problems by localizing the allocation decisions.
However, in the course of our interviews, several people suggested that
there might be resistance to a block grant approach for human service
funding both from local governments and from some nonprofit service
providers. Local governments might resist receiving most furding for
human services through block grants for fear that once they assumed
responsibility for delivering the service, the State might reduce or
eliminate the block grant. Local governments would then be faced with

~ Human Service Provider Regional Meeting Report, p. 5.

N Huinan Service Provider Regional Meeting Report, p. 5.
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a substantial new fiscal burden. According to Bob Lohr, many nonprof—
its might oppose a block grant approach to funding human services
because they perceive more security in having their funding connected
to a line item in the State budget than in competing for a piece of a
block grant.

Rural vs. Urban Services

Many of the individuals with whom we spoke believed that the problems
facing human service providers in rural areas of the state are fre—
quently of a different nature from those of providers in Alaska®s urban
communities. Rural areas often lack basic services, a diversity of
nonprofit providers available to deliver services, and access to the

same labor pools of human service professionals. In many rural areas,
regional or local governments that could accept block grants or provide
services directly do not exist. Native nonprofit corporations have

tended to fill the void caused by the absence of government services.
In contrast, urban communities may be faced with the challenge of coor—
dinating services provided by tens, if not hundreds, of different agen—
cies. Local governments are viell established and may add another level
to the flow of funding to nonprofits.

As a result of basic differences between rural and urban Alaska, pro—
grams or program vrequirements based on an urban model for service
delivery may not be practical 1in rural Alaska. Urban and rural human
services may have to be approached as twr. separate and distinct delivery
systems. Among the possible steps to alleviate the problems stemming
from these differences identified by the Human Services Mini-Cabinet
are greater recognition of the priority of rural services and the need
to use a nonuroe.n model in delivery or accounting Tfor services.

The Role of Native Nonprofit Corporations

As noted earlier in this report, the State of Alaska contracts with
Native nonprofit corporations to deliver many different human services.
In some instances, as with the Manilaaq Association, the dative nonprof—
it will contract to provide several statutorily mandated services,
which would otherwise be provided by State personnel. h ie course
of our interview, a number of individuals questioned whf it was
appropriate for the State to demand too extensively on Native ..anprof-
its to provide services to all eligible clients in a community or re—
gion. It was noted that Native nonprofits exist, by and large, to

IMHuinan Service Proviuer Regional Meeting Report, p. 15.
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serve the needs of their own membership, usually Natives or Native
organizations. Non-Natives may have no formal means of participating
in policy making within the Native nonprofit corporation. In theory,
it is possible that Native nonprofits may have agendas which are tai—
lored to the needs of their members and could conflict with the needs
of the nonmember clients they have a contractual obligation to serve.

However, while many individuals were willing to acknowledge that the
special nature of Native nonprofits posed a philosophical problem, no
one with whom we spoke indicated that there was evidence this problem
had manifested itself. Some individuals believed that Native nonprof—
its are completely capable of providing State services equally to
Natives and non-Natives. Hob Lohr, with RurALCAP, did not see any dif—
ficulties with having Native nonprofits provide service to non-Natives.

He felt that problems arising from Native control of these providers

were more theoretical than practical. It was also noted that State

contracts can explicitly require Native nonprofits to provide equal

access to State-funded services.

State Responsibility for Legally Mandated Services

Another 1issue pertaining to the State"s use of nonprofit providers to
deliver human services was vraised by representatives of the Division
of Public Health, the Division of Family and Youth Services, and the
Emergency Medical Services program in the course of earlier work per—
formed by the House Research Agency. This issue relates to the State"s
responsibility to provide services which are statutorily mandated.
This responsibility is not transferred when the State contracts with a
nonprofit provider to deliver such services. "The contract transfers
the function, but cannot change the policy as established by law. If
the contractor cannot perform the function as required by law, the
State is obligated to do the work, potentially fragmenting service
delivery 1if mandated services have to be nrovided by the State while
other services are provided by contractor."”

NJay Livey, "State Government Funding of Nonprofit Agencies,” House
Research Agency Research Request 35-005, August 31, 1985. P. 8.
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Virtually every human service professional with whom we talked during
the course of this project believed that a significant portion of human
services in Alaska will continue to be provided by nonprofit corpora—
tions. A significant number of providers also expressed the view that
nonprofit service delivery will expand as more existing State services
are provided locally through grants and contracts to nonprofits and as
these organizations initiate new services.

However, beyond the general belief in the viability of nonprofits in
the human service delivery system, we found little consensus concerning
the role nonprofits should play. Part of the reason for this confusion
is the lack of basic information concerning the activities of the organi—
zations themselves.

Recently, three projects have been started, however, that should pro—
vide basic information concerning nonprofit service delivery. The
Governor"s Office of Management and Budget is developing a computerized
information program to collect and sort data on all grants and contracts
awarded to nonprofit agencies. The Institute of Social and Economic
Research, University of Alaska has just completed a study for the
Municipality of Anchorage that describes the human service delivery

system within that municipality. The Alaska Native Management Center
at the University of Alaska Fairbanks has initiated a study to assess
the effectiveness of nonprofit Native vregional corporations. These

projects, and others like them, will provide the information and analy—
sis needed to define the current role of the nonprofits in the service
delivery system.

However, collection of information is just the first step in determin—
ing tiie role nonprof ™t organizations will play in service delivery.
Human service professionals working for both State government and non—
profits noted the need for policy direction in:

e planning for all human services based on statewide needs
assessments and allocating State resources among State agen—
cies and nonprofits according to these needs;

e developing methods of recognizing gaps and duplications 1in
services between nonprofits and State agencies and among non—
profits; and

e distributing resources to nonprofit organizations without
imposing heavy administrative burdens on either the nonprofit
or State agencies, while still guaranteeing efficient use of
State resources.
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We noted in the report that there is no consensus among representatives
of nonprofit providers or State agencies concerning the exact nature
of their future role. For example, some nonprofit representatives
claim that State government should take a more active role in establish—
ing human service priorities and allocating resources based on those
priorities. Other human service professionals feel that control of
human services planning and resource allocation 1is more properly done
at the local 1level. The contradictions inherent in many of the other
issues that providers presented to the Human Services Mini-Cabinet
illustrate this lack of consensus.

However, 1if the State does not begin to formally define the role of
nonprofit corporations, this role will be defined implicitly, quite
possibly in ways that perpetuatate confusion among the State and pro—
viders. The development of policies concerning planning, allocation of
resources, administration of human service programs and identification
of service gaps and duplication extends beyond the role of nonprofit
corporations to the enti "e human service delivery system. However, if
nonprofits have become an integral part of the human service delivery
system in Alaska, and tie consensus is that they have, a new definition
of tneir role seems inevitable.
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DMHDD BUDGET REQUEST FOR FY 1987

Community Mental Heath Center budget the same level as for FY 1986.
Proposed incremental increases:

$2,085,000 for new Fairbanks CMH programs.

$1,000,000 for 9 new positions at API.

$924,000 for Developmental Disabilities increases.

$775,000 for designated mental health beds in Fairbanks, Bethel, and
Sitka.

$500,000 for new CSP projects.

$450,000 as replacement for SCC legislative intent from FY 1986.
$444,000 for adolescent group home at API.

$250,000 for improvements at Harborview.

$213,000 for inflation adjustment for API.

o 0O T o

RS O - ®

The CMHC budget would be allocated on a new formula based on the following
priorities:

a. A baseline funding level for all small centers.

t. A cost ofliving adjustment for all centers outside ofAnchorage.

C. Remainingfunds to be allocated on a population basis.

Depending on the baseline funding level established for small centers and
the COLA used, SCC may lose a portion of its budget toother centers.

CSP funds are to be allocated on a formula basis similarto the CMH funds.



BILL SHEFFIELD. GCVEP.HCF

EPT. OF KEALTK Afc'D SOCIAL SERVICES IC4 £» Street
+/3'C\ OF MENTAL HEALTH & DEVELOPMENTAL DISABILITIES S,‘#itﬁ(ig’j?& (O|-C¢ --m

E~cesber 2, 1985

Dear C EC Director:

During 1985, £ Taskforce comprised of program directors, Governor-s
hental Health Advisory Council ushers, anc Division staff has been
working on a method of allocating funds to community rental health
centers. The goal of the Taskforce was to develop an allocation system
by December 1, 1985. Vnile mosc Taskforce members agreed that the
current formula needs more development in areas such as CNHC performance,
a usable allocation formula has been developed.

During the Allocation Taskforce teleconference held on November 20, 19S5;
members debated the enact variables to use ir. the formula. 5ecause there
s« divided support for two sets of variables, Division staff would like
input free all program; directors on the final formula to be used for
EYS7. Enclosed are the results of the two sets of variables applied to
the FY86 CMHC allocation. Tnese results are different free those
previously calculated because the population figures for some Q-SHCs have
changed. Tne Department of Community and Regional Affairs, recently
completed their calculations of G*SHC service area populations. Tnese
population figures will be used in the RTS7 allocation formula.

?cr program directors who are unfamiliar with the proposed allocation
formula, 1 have prepared a brief discussion of allocation issues and
®ariailes. Also, please feel free to call me if you have further
guestions concerning the proposed allocation system;.

before Division staff decide on the formula to allocate FI'S? funds, input
from, ail program; directors will be considered. However, since the grant
mackages must he mailed in early January, 1986; your comments on the
allocation system, must be received by December 20. 1985 to have an impact
cn the ~i87 allocation svsten.



It. your comments please address "the following issues:

1. Which fortrala variables do you prefer?
A. Formula I with Population, base-funding ~ $70,000, maximum
negative change = 155;, population adjustment = 51.
E. Formula Il with Populatir- base-funding = S80,000, maximum
negative change = 105;, population adjustment 5o/.
C. Neither option.
2. Discuss the reasons for your choice along with any comments on the
allocation of CSP funds.
2. Discuss additional variables you would like included in future
allocation systems.
- . General observations anc comments.

Program: Administrator, GHHS
Division of Mental Health $
Developmental Disabilities

Enclosures: Proposed Allocation System: Discussion
Steps tc Determine CMHC and CSP Allocations
FY8*6 Easic Funding Data
Results of Formula |
Results of Formula 11

cc: Governor"s Mental Health Advisory Council Members
Fegional Administrators

Mel Henry, Fn.D. , Director



PROPOSED ALLOCATION SYSTEM:: DISCUSSION

Tne results cf applying two different sets of variables to the funding

formula have been includec” ir. the sections "Formula I" and "Formula 11"
Tr.e actual funding formula complete with step-by-step instructions 1is
presented in "Steps to Determine CMHC and CSr Allocations™. A discussion

of the four variables which are used in the funding formula is presented
below:

1. Base Funding: Tnis variable insures that all centers receive enough
funding for a clinician and basic support costs. Tne use of a calculated
grant amount represents e change in bixcLsion philosophy. In. the past,
DMH&DD funding was reduced fcr centers which had found ways of reducing
expenses. Tne reduction in the lex*el of funding to programs which
operate a combined mental health and alcoholism treatment program is an
example. Tne base funding concept would allow centers which were able to
reduce expenses or secure additional rex*enue to use those dollars to
enhance the level of mental health services delivered to the area. Tne
base level of funding should not be confused x-rich optimal funding.
Raising the minimum, level cf funding tc where small centers were
optimally funded by the State would probably result ir. less incentive for
centers to secure local contributions. Also, larger centers and centers
with high costs of living would have reduced funding since every $10,000
increase iu base funding decreases the amount ax-ailable by $230,000. Tne
base funding level considered in Formula | is $70,000 and Formula Il is
SSC*,000.

2. Population: Tne need for mental health services varies with the size
cf the population in the mental health district. Tnerefcre, a
significant portion cf the funding should be distributed between CMHCs on
a population basis. The population figures vhich will be used in the
allocation process are those certified by the Department of Community and
?_egicnal Affairs.

3. Population .Adjustment: Tie cost of goods ar.G services xaries across
the State. The relative cost is reflected in the State®"s salary
differential which is cften referred to as a cost of living allowance.
For State salaries, salary differential steps which range from 0 to 9
have been assigned tc each election district. Tne cost of living
adjustment has been introduced into the allocation formula by increasing
the population according to the state pay differential step cimes the
-menulation adjustment percent. Tnis means that if a location with a pay
differential of 0 anc a location with a pay differential cf 9 (population
adjustment of 57) both created 1CO people, the cost associated v.mch
providing services in the higher cost of lixdng area would be calculated
as if that center were treating a 145 people (100 + 100 x 9 X - 145).
In sctual practice, the modification of the population base by a cost of
living factor prcpcr.es that tore individuals* can; be served for the same
amourt of funds ir; a low cost of living area than in a high cost of
living area. Both formula I and Il contain a 57 population adjustment



Prctcsed Allocation Svstem
Fage 2

L. Havinrun, Negative Change: Large sudden decreases in funding ere
difficult for e program tc absorb... Arrangements for alternative sources
cf rends or reductions in the scope of services must be planned well in
advance. The use of the maximum negative change concept insures that
programs wf.ll be guaranteed 852 to 902 of the prior year funding level.
Tne maximum negative change rates considered in this analysis are 102 for
Formula I and 152 for Formula Il. It should be noted that the higher the
change rate, the sooner the Division wf.ll be allocating funds ac ending,
to an accepted allocation system and be independent of the subjective
funding levels awarded in the past.



STEFS TC DETERMINE CMHC AND CSP
ALLOCATION

CM-Z_FUNDINE

1. Cotain the population -for each CMHC District.

2. Cbtain the salary di fferenti al (0-9) for each CMHC.

7. Iscermine the CGllars available -for distribution among CMHCs.
Calculate adjusted population based upon the salary
cifferenti al .

padj - pd + pd * c7> ci

Where: padj =population adjusted -for cost of 1living.
= population of CMHC district.”
Gy -population adjustment percent(57.).
CNr = salary differential (0-9).

b. Use the Pacjj to calculate CMHC -funding according to the
fcl 1o”"ino -formula:

F = (padj/ £ Padj > > - N =M + M
where: F = CMHC -funding.
padj = population adjusted -for cost of living.
ILPadj “ Sum of the adjusted population for the N
CMHCs.
D = dollars available for CMHC grants.
N = number of Mental Health Centers receivino

CMHC grants (23).
M = minimum funding (70.0 or 80.0).

c. Compare funding (F) to previous year funding. If CMHC has a
max-mum negative change greater than 157. (07. for formula 11),

calculate the funding using the previous year level <Fp).

pmnc = pp “ pp FNC
where: Fmnc = calulated funding using maximum negative
change.
Fp = previous year funding.

MNC - Maximum Negative Change (@57. or 107).
-rCc:culeta the remaining CMHC funding levels using the formula
: -L with ccrec ted X Fadj”’ and D. Corrected values for
cress i1hrse variables are:

D = D - total dollars allocated to CMHCs
reouirino application of MNC.

padj ~ ~ p?2di “ adjusted population of CMHCs
requiring MNC.

=2
|

N - total number of CMHCs requiring MNC.



FUNDING

Obtain F™cj efor each CMHC which qualifies -for a Community
ort F'roject (see CMHC funding).

“ai cul ate VF*-C:.. -for CMHCs which qualify for CSF".
Seiculate funding according to the following Formula:

Fcsp = adj / p-adj * *Ncsp

~SP funding.
dollars available for CSP grants.

Where: ~Nesp
DCSp

Compare funding <FCSp> to the previous year funding. Apply
maximum negative cnange rule using the method outlined iIn £<

=7 under CMHC Fundi no.



FY66 CMHC FUNDING DATA

PROGRAM POPULATION FYBe-CMnC FYBo-CSP CMHC S/CAP S/CAP SALARY
BUDGET BUDGET BUDGET CMHC T-CMHC DIFRNTL

ANCHOHAcI 24E933.0 1686.4 €9F. 5 2555.9 6.E  10. 4 0.0
FAIRBANKS 72261.0 ctr.g 171.0  703.E 7.4 2.7 4.0
WASTLLA 41093.0 300. 0 40.0 340.0 7.3 B. 3 1.0
JUNEAU 31B 1E .0 427. 5 40.0 467.5 13.4  14.7 0.0
KENAI 29433.0 292. 3 i00.0 392.3 9.9  13.3 2.0
KETCHIFAN 21153.0 398, 5 160.0 55F. 5 IE.E 26.4 0.0
BETHEI 156 it.0 n 56.2 2* .7 14.3 17.9 E.O
KOD I AK 1347E .0 225. 9 86.2 3x2.1 16.6 23.2 3.0
HOMER 9486 .0 126. 1 0.0 126.1 13.3  1wtO 2.0
SITKA E317. 0 147. 0 0.0 147.0 17.7  17.7 1.0
BARROW 797E .0 179. G 40.0 219.6 4uw>® 27.6 9.0
DILLINGHAM 6640 .0 141.2 30.0 171.2 20.6  25.0 7.0
ALE JT/PRIB 4569.0 150. 0 0.0 150.0 30.e 30.6 7.0
VALDEZ 3637.0 E6.9 0.C Bo.9 23.6 23<0 Uu. o
SEWARD 2947.0 105. 0 10.0 115.0 35.6  39.0 2.0
PRINCE WAL 2539.0 75. 4 0.0 75.4 29.1 29.1 0.0
CORDOVA 25BB.0 66. 2 0.0 B6.2 33.3 00 =0 4.0
GALENA 2293.0 109. 3 0.0 109.3 47.7 47.7 9.0
TOK 2009.0 106. 1 0.0 106.1 €0 G 55 5 .0
HAINES 2004 .0 68. 4 0.0 BE.4 44.1 44.1 2.0
COPPER CNT 1927.0 65. 1 0.0 650 1 33.S  33.8 4.0
MCGRATH 1453 .0 69. 5 0.0 69.5 47.B  47. 8 9.0
AN TAK 1377.0 73. 5 0.0 73.5 53.4 53.4 9.0
TOTAL 534169.0 5696.4 1632.9 7329.3 26.1 2B.O0O 4.0
7329.3
ADi, : iiONAL CMHCs AVE "4/CAF ITA 10. 7 13./
NOME 9753.0
KOTZEBUE 6599.0
FORT YUKON 1335.0
TANANA 1199.0
TOTAL 553055.0
|
iCTAL DECEMBER. 19E5 OFFICIAL DEFARTMENT
TP COMMONITY AND PEGI GNAL AFFA IRS
i rdpulaticn IS 555.606 .
. H..AK WI iH FOF*ULATION OF 3,315 NOT IN TOTAL .
NOTE: ALL DOLLAR AMOUNTS IN THE FILE ARE DIVIDED BY 1000.0 TO MAKE THE
DISPLAY EASIER TC READ. THE ANCHORAGE AMOUNT WAS REDUCED BY THE FUNDING
FOR THE TRANSITIONAL CENTER (£597.9-~9 WHICH SHOULD MORE APPROPRIATELY
BE PLACED IN "HE COMMUNITY SUPPORT PROJECT (CSP) BUDGET. THE ANCHORAGE

CEP AMOUNT INCLUDES £229.6 FOR CASE MANAGEMENT. £597.9 FOR THE TLC. AND
£72.0 FOR EMPLOYMENT AND TRAINING CENTER OF ALASKA.



FORMULA 1

O UL e A CAS?C CALC

IR ce. ADJUSTED FUNDING CALC CALC CALC Fv80 FYsb
"OF*ULAT ION NO MNC WITH MNc -rv86 sszcap  + 1000 + 5000

ANCHORAGE 248933.0 1835.e 172678 40. 4 6.2,72222.7 3996.4
FA IRBANV.S 86737.2 655. o 64 /.3 114.5 9.0 820. 1 1438.1
WASTLLA 431477 376. 1 357. 2  57.2 8.7 443. 1 750. 6
JUNEAU 31818.0 295. 7 363.4% -64. 1 11.4 363.4* 571 .9
KENAI 32370.3  299. 7 285.5 -6.8 9.7 350 =0 580. 7
KETCHIKAN 21153.0 220.1 338.7*" _59. 8 16.0  338. 7*" 403.6
BETHEL 21562 .4 225. 1 . _8.0 13.8  25r.1 414.8
KODIAK 15499.7 179. 9 192. 0-F -33. 9 14.2 20- .0 314.5
HOMER 104 «>4+0 144.0 139. 4 40 » 14.7 160. 2 234 6
SITKA 8732.9 131.9 128. 1 -18. 9 15.4 145. 5 207.7
BARROW 11568.1 X141 1 152. 8+ -27. 0 IB..2  170.0 2525
DILLINGHANM 9234.0 135. 5 131.5 ~9.7 19. 2 149. 9 215.6
ALEUT/PRIB 6573 .2 116.6 127.5% -22.5  26.2 127. 5~  173. 7
VAL .DE7 “608.6 102. 7 100. 7 13. P  #%iwl 109 .9 142. 7
SEWARD 3241 .7 93. 0 91 .0 - 1w.4 31 HI 98. 0 121 .1
PRINCE WAL 2589.0 BE. 4 87.2 11.8 33.7 92.4 110.8
CORDOVA 3105.6 92. 0 90. 7 4.5 35. 0 96. 9 119.0
GALENA 3324.9 93.6 92. 9% _16.4 40* 5 98. 8 122. 4
TOK 2511.3 87. B 90.2% -15.9 44. 9 91 .7 109. 0
HAINES 2204.4 es. b 84. 7 -3.7 42.3 89. 1 104. 8
CDF'F"ER CNT 2312 .4 6.4 85 .4 20.3 44, 90.0 106. 5
MCGRATH 2106.9 54. 9 54. 0 14.5 57. 8 GE. 2 103.2
ANTAK 1996. 7 64. 2 83. 3 9.8 60,5 = 67.3 101. 5
576071.4 5696.4 Uc96.4 0 26.2-6696.4 <0696.4

c:.;C5“£S MAXIMUM NEGATIVE CHANGE RULE APPLIES.

COLUMN DESCRIPTION

ADJUSTED POPULATIONS CMHC DISTRICT POPULATION ADJUSTED FOR COST OF
LIVING AS CALCULATED BY THE FORMULA IN "STEPS...".

FORMULA -"UNDINE NO MNC: CENTER FUNDING CALCULATED EV THE FUNDING
-D="<UL.A WITHOUT A==1YING THE MAXIMUM NEGATIVE CHANGE RULE.

CALC NIT- M =7C: A CALCULATION OF THE LEVEL OF FUNDING PROJECTED FOR FYO"
t- IS AVA3LAE(LE FOP CMHC GRANTS.

CALC A CALCULATION QF THE GAIN OR LOSS (-) A CMHC WILL SUSTAIN
COMPARED TO THEIR FY80 FUNDING LEVEL.

CAi_C 5/CAP: A CALCULATION OF DOLLARS PER CAPITA ACCORDING TO THE
_UNDINE LEVEL 1IN "CALC WITH MNC".

CA C Fe== - 2000: THE LEVEL OF FUNDING PROJECTED FOR FY87 IF AN
~TOiTZONAL ffL.000.000.0 IS AVAILABLE FOR CMHC GRANTS.

CALC F G < t U0O00: THE LEVEL OF FUNDING PROJECTED FOR FY87 IF AN

ADDITIONAL S5.000.000.0 IS AVAILABLE FOR CMHC GRANTS.



FORMULA 11

------------------------ FORMULA ———m o CALC CALC
PROGRAM ADJUSTED FUNDING CALC CALC CALC FY86 FV66
POPULATION NI MNC WITH MNC -FYS6 S/CAP + 1000 + 5000

ANCHORAGE 24B933.0 174e.4 1612.-3 -74. 1 6.(5 2112.E 3907.0
FAIRBANKS 86737.2 a60. 6 613. 9 81. 1 8.5 788.3 1413.5
WASILLA 43147 .7 368. 8 345. 6  45. 6 6.4 432. 3 743. 3
JUNEAU 3lsie.o 293. 0 384.0* -42.7 12.:1 364.8* 569.2
KENAI 32376.3 206. 7 279.3 -13.0 9.5 344 4 577. 7
KETCHIKAN 21153.0 221 6 358. 7* -39. 8 17-V  358.7* 405. 2
BETHEL 1S6A -4  226. 4 214 .6 -8. 9 13,7 258. 5 416. 1
KGDIAK 15499 .7 183. 8 203.3* -22.6 15.11 206 -0 316.5
HOMER 10434 6 149. 9 144 2 IB. 1 152 165. 2 240. 4
SITKA 8732.9 138.5 133.8 -13.2 16. 1 151 .3 214. 3
BARROW 11568.1 157.4 161.8* -1B ~  20.3 174. 5 257. 8
DILLINGHAM 9234 0 141.8 136.8 -4.4 20.0 155.4 222 0
ALEUT/FRIB 6573.2 124.0 135.0* -15.0 27.7 135.0 * 181 1
VALUED A60E_E 110.9 108. 4  Ri:¥ 29. 4 117.6 150. ?
SEWARD 3241 7 101.7 100.0 _5,0 33. 9 106. 5 129. 8
FRINCE WAL 2589.0 97. 3 95.9 20.5 37. 1 101 .1 119. 8
CORDOVA 3105.6 100. 8 99. 1 12.9 38.3 105. 4 127. 7
GALENA 3324. 9 102. 3 100. 5 -—e. 8  43.8 107.2 131.1
TDK 2511.3 96. 8 95. 5* -10.6 47.5 100. 5 118. 6
HAINES 2204 .4 94. 8 93. 6 5.2 46. 7 98. 0 113.9
COPPER CK"T 2312.4 95. 5 94.2 29.1 48. 9 98. 9 115.6
MCGRATH 2106.9 94. 1 93. 0 23. 5 64 .0 97.2 112. 4
AN 1AK 1996.7 93. 4 92. 3 I€.e 7.0 96. 3 110. 7

576071.4 5696.4 5696.4 .0 28.1 6696.5 10696.4

* INDICATES MAXIMUM NEGATIOE CHANGE RULE APPLIES.

COLUMN DESCRIPTION

ADJUSTED POPULATION: CMHC DISTRICT PL=ULATION ADJUSTED FOR COST OF
LIVING AS CALCULATED BY THE FORMULA IN "STEPS...".

FDRMUUA FUNDING NO MNC: CENTER FUNDING CALCULATED BY THE FUNDING
-«IFMULA WITHOUT APPLYING THE MAXIMUM NEGATIVE CHANGE RULE.

i ii- f,Cc A CALC-JI1AilON uF tHE LEVEL OF FUNDING PROJECTED FOR =YB7

L.:-c,; 3JS AVAILABLE FOR CMHC GRANTS.

—=: A Ci-.._CjLATiON Or IHE GAIN ORLOSS (- ACMnC WILL SUSTAIN
I. -“-'ED TO THEiIR FYS6 FUNDING LEVEL.

D-LC =< P : A CALCULATION OF DOLLARS PER CAPITAACCORDING TO THE
FINDING LE*VEL. IN "CALC WITH MNC™".

04-C FYEc - 1000: THE LEVEL OF FUNDING PROJECTED FOR FYB7 1IF AN
ADDITIONAL £1.000.000.0 IS AVAILABLE FDR CMHC GRANTS.

CALC F"Sc - 5000: THE LEVEL OF FUNDING PROJECTED FOR FYS7 IF AN
ADDITIONAL £5.000.000.0 1S AVAILABLE FOP CMHC GRANTS.



FYoo CSP FUNDING DATA FORMULA 1

-FORMULA -CALC- CALC
~ED3F\ rvc6 —CSF* FUNDING CALC CALC CALC FYB6 FYSo
BUDGET NO MNC WITH MNC -FY66 S/CAR +500 +1000
anch"Qk a .;- L]OC. 5 773. 4 764.5%- 135. 0 3.1 985.0 iAWM.L
FAI RBANKE 171.0 26?. 5 238. 2 67. 2 33 343.2 427. 4
WASILLA 40. 0 134. 1 11C. 5 78. 5 2.9 170.7 213.6
JUNEAU 40. 0 98. 9 E7 .4 47. 4 2.7 125.9 157.5
KENAI 100. 0 100. 6 88.9 -11.1 3.0 128. 1 160. 3
KETCHIKAN 160. 0 65. 7 136. 0*" -24. 0 6-A 136. 0% 136. 0
BETHEL 56. 2 67. 9 60. 0 3.8 3.8 86. 5 108. 2
KOD I AK 86. 2 48 .2 73.3* -12.9 5.4 73.3*  76.7
BARROW 40. 0 35. 9 31 .8 -8 a2 4.0 45. 8 57. 3
DILLINGHAM 30. 0 28. 7 25.5* -4.5 3.7 25.5*  45. 7
SEWARD 10. 0 10.1 8.9 -1 .1 3.0 12.8 16.0
TO iAl 1632.9 1632.9 1632.9 .0 3.8 2132.9 2632.9

X INDICATES MAXIMUM NEGATIVE CHANGE (MNC) RULE APPLIES.

FY86 CSF FUNDING DATA FORMULA 11
----------------------- FORMULA ————mm—mmm—mmemeeeeeeeeeee - CALC—  CALC
F\GGRAM FY66-CSP FUNDING  CALC CALC  CALC  FYS6  FY86
BUDGET NO MNC WITH MNC -FY86 S/CAP +500  +1000
ANCHORAGE 399. 5  773. 4 809.5* -90. 0 3.3 973. 1 1227.7
FAIRBANKS 171.0  269. 5 208.4  37.4 2.9 339. 1 427.8
WASILLA. 40.0  134. 1 103. 7  63.7 2.5 168.7 212. 8
JUNEAU 4Ci.0 98. 9 76. 4 36. 4 2.4 124.4 156, g
KENAI 100. 0  100.6 90. 0% -10.0 3.1 126.6  159. 7
KETCH Iy AN 160. 0 65. 7 144. 0% -36.0 6.8 144.0% 144 0%
BETHEL 56. 2 67.9 52.5  -3.7 3.4  85.5 107. 8
KOD 1 AK 86. 2 48. 2 77. 6%  -8.6 5.8  77.6V  77. g%
BARROW 40. 0 35. 9 36. 0%  -4.0 4.5  45.2  57.1
DILLINGHAM 30. O 28. 7 27. 0%  -3.0 3.9  36.3 455
SEWARD 1Ci. 0 10. 1 7.8 2.6  12.7  16.0
To "™ ic32. + 2632.9  1632.9 .0 3.7 A *9 2632.9
= ww T * -
17T "~ NS AL -NEGATIVE CHANGE (MNC) RULE APPLIES.
THE CSF -CRMJLA DOES NOT CONTAIN A BASE FUNDING COMPONENT. IN ORDER FOR

- -POPFA"-, TO WARRANT A SPECIALIZED PROGRAM FOR CMI. THERE MUST BE A
SuUBS™1 1 FOF"ULAT ION BASE. MOST OF THE SMALLER RURAL PROGRAMS CAN
===V UE SERVICES TO "HE CHRONICALLY MENTALLY 1ILL IN THEIR SERVICE AREA
AS FH=~ C- TKEIF COMFREHENSIVE MENTAL HEALTH SERVICES.
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SERVICE OVERVIEW

The Southcentral Counseling Center (SCC) currently delivers mental health

services from three Tfacilities in Anchorage: the main Center near Tudor and
Lake Otis, the Transitional Living Center (TLC) in Fairview, and the
Alzheimer™s Disease Center (ADC) near Service High School. Outreach services

are provided in Tyonek, Eagle River, Chuaiak, Palmer, Whittier, and various
locations in the Anchorage Bowl.

Services delivered from the main Center include adult and family outpatient,
testing and evaluation, geriatric outreach, and aftercare services for the

mchronically mentally ill (CMI). Aftercare programs for the chronically
mentally ill include vocational training at several facilities in Anchorage,
and case management throughout the Municipality. Seventy-one percent of the

patients discharaed to community mental health centers from the Alaska
Psychiatric Insitute (APl) are referred to SCC for care. A large percentage
of all APl patients remain in Anchorage rather than return to their village of
origin because villages feel they cannot cope with psychotic patients.
Geriatric outreach services are delivered to senior citizens from throughout
the State in Senior Centers, Pioneer Homes, private residences, nursing homes,

and other locations in the Municipality and 1in Palmer. Special adult and
family outreach services are delivered in Tyonek, Eagle River, Whittier, and
at the McLaughlin Youth Center. Some clients from outside of Anchorage travel

to the SCC for services rather than seeking services at their local community
mental health center.

The Transitional Living Center provides crisis, respite, and rehabilitation
beds and mental health treatment services of a short term nature, primarily

for the chronically mentally ill. The TLC also has a supervised apartment
prooram fur clients who progresstoward independent living. The focus of the
TLC has been to relieve pressure on the Alaska Psychiatric Institute and to
transition clients back into community living. The TLC has served clients

from all over Alaska and is a Statewide resource.

The Alzheimer®"s Disease Center, and its Day Break Program, serve elderly

clients with Alzheimer"s Disease and related disorders. Alzheimer®"sclients
receive day care, mental healthtreatment, and medication services. Their
families recei ~ certain supportive services. The Day Breakstaff is also

heavily involved in educating the community about Alzheimer®s Disease.



HISTORICAL PERSPECTIVE

Over the last several years, the Southcentral Counseling Center (SCC) has

exDerlenced a series of funding, .program, and policy changes that have
resulted in extreme organizational stress and turmoil.

Funding cutbacks for outpatient services by Federal, State, and Municipal
agencies (from $2,372,749 to $1,686,400 while population increased over 30%
and new statewide responsibilities were added) have resulted in termination of
the following separate programs since FY 1982:
1. Community Consultation and Education
2. Emergency Services
3. The Parent Training Center (primarily servedyoung adults and
teenagers with mental healtn ur suuulLance abuse problems, a-.d their
young children)
4. Native Outreach Services
5. Family Services (primarily worked with children and adolescents)

6. Elderly Substance Abuse

Additional State cutbacks uf" $256,341 since FY 1984 resulted in termination of
two Foster Care programs:

1. Foster Care for Seriously Disturbed Children

2. Foster Parent Support

A State Medicaid rate reduction of 20% in FY 1984 affected reimbursement for
services. The State also eliminated reimbursement for community mental health
clinic services for General Relief Medicine (GRM) recipients. A Medicare rate
freeze has also been in effect.

As a result of these fundi — and reimbursement cuts, the SCC staff has been
reduced from a high of 108 in 1983 to the current level of 65 full time

eguivalents.



LEVELS OF SERVICE

During FY 1985, the SCC served a total of 3,559 clients in mental health
treatment. Other persons were served by the Center®"s various education,
information, and family support efforts. The total served in treatment was a
reduction of 1,011 clients, or 22%, from the A,570 clients served in FY 1984.
After heavy public funding reductions began in FY 1983, the Center was faced
with a moral dilemma in what to do with the caseload it already had, and with
the increasing demands for additional services. In attempting to meet the
service demand and not dump clients still in treatment, the Center ran a
$182,800 operating deficit for FY 1983. Even with severe staffing and program
cuts which began in the latter half of FY 198A, the Center experienced an
additional $305,000 operating deficit for FY 1984. Total clients served
peaked at 4,570 in FY 1984, fell to 3,559 in FY 1985, and is expected tc level
off at about 3,500 for FY 1985. In FY 1985, the Center had no operating
deficit, thanks to late year legislative funding assistance. A balanced
budget is expected for FY 1986, at the expense of severely curtailed services
from previous levels.

Accompanying the public funding cutbacks has been a steady policy shift by

funding agencies in their funding targets. Municipality of Anchorage, State,
and Federal funding for outpatient services for children, adults, and the
elderly has decreased significantly (Figure 1). Programs for these clientele
are where the vast majority cf persons are served. At the same time, funding
for services for the chronically mentally 1ill (CMI) has increased. CMI
services are intensive and high cost, and thus serve far fewer persons than
conventional outpatient services. The Center"s budget is now largely targeted

at the chronically mentally ill, in line with State Division of Mental Health
and Developmental Disabilities priorities.

Services for the Chronically Mentally 111. Services for the chronically
menfv.lly ill (CMI) are a priority according to State Community Mental Health
Regulations. The CMI are served in day treatment, socialization, medication,
vocational rehabilitation, and case management programs by the Aftercare
Unit. Residential Care is provided to the CMI by the Transitional Living
Center. Day care services for Alzheimer®s clients is provided by the

Day Break program, which 1is not supported by State Mental Health funds.
During FY1985, 16.6% of the Center"s clients were chronically mentally ill
(Figure 2). The latest trend analysis for the Alaska Psychiatric Institute
shows a continuing decrease in length of stay, which places additional demand
on SCC services for the CMI. A large percentage of Aftercare Unit clients are
originally from outside of Anchorage, but after discharge from APl have
remained in Anchorage.

Services for Children and Adolescents. Services for children and adolescents
are a priority according to State Community Mental Health Regulations.
However, the heaviest reductions 1in services over the last several years have
occurred in services for children and adolescents. The closing of the Parent
Training Program and the termination of the Family Services Unit, as well as
internal shifting of funds to services for the chronically mentally ill, have
resulted in less than half as many children receiving treatment on an annual
basis. In FY 1985, total staffing to serve the estimated 80,000 children and
adolescents in Anchorage was one full time equivalent (FTE) position, one-half

-3 -



of an FTE funded by State Community Mental Health Service funds, and one-half
of an FTE funded by Federal Block Grant funds. One public funded FTE position
serving children and adolescents in FY 1985 compares with a high of 11 FTE
positions two years before.

When the Family Unit was terminated, outreach work with children and
adolescents in the schools ended. When the Native Outreach Program was
terminated, a number of Native children receiving specialized services were
transferred to the Cook Inlet Native Association. These CINA services are now
severely curtailed and virtually eliminated. When the Parent Training Center
closed, some children were transferred to the Adult and Family Unit, but most
programming ended.

During FY 1985, 11.9% of the Center®"s clients were children and adolescents
(Figuie 2). This percentage is about half of what is served by other mental
health centers nationwide. Hopefully adeguate funding to support services for
children and adolescents will be restored in the futuru,

Geriatric Services. Based on a National Institute of Mental Health survey in
1981, the Geriatric Program in Anchorage was rated at the top of 667 mental
health centers nationwide 1in its service level. While staffing has been cut
to about half of what it was several years ago, the Geriatric Program
continues to serve a higher caseload ofelderly than other community mental
health centers nationwide, based on the April, 1985, National Council of
Community Mental Health Centers Membership Profile Report. During FY 1985,
4.4% of the non-chronic clients of the Center were 60 years of age or over
(Figure 2). Mos® of these clients have insufficient resources to pay for
service, being only covered by inadequate Medicare insurance. Services to the
Elderly are not a priority under State Community Mental Health Regulations.

Ad lit Ser ices. The majority of Center clients are non-chronic adults, age
18 - 59. During FY 1985, 67.1% of Center clients were 1in this category
(Figure 2). Although it is argued that public Yunding should not support the
same level of service for this clientele in Anchorage as in the other parts of
the State because of the number of available private clinics, State statisics
dn not support this argument. Most of the population SCC serves cannot afford
private services, and the disproportionately higher percentage of expensive
chemotherapy services actually increases the cost of services for SCC. Most
indicators of mental health service need, such as homicide, child abuse,
suicide, and divorce rates, are as high or higher 1in Anchorage than other
parts of the State, indicating that the private sector 1is not having a
measurable effect on these problems. As an example, based on the 1985
Department of Health and Social Services Vital Statistics Report, 56% of all
divorces in the State, over a five year period, occurred in Anchorage. The
SCC serves a higher percentage of unemployed persons (28.3%) than the other
centers in the State (19.5%) bast.d on the Department of Mental Health and
Developmental Disabilities Annual Statistical Report. Yet . .e to the funding
allocation disparities, Anchorage cV"-ntc must pay a larger share of their
cost of care than do the clients in .d areas of the State. Based on the
State report, 92% of SCC clients were gned fees of $20 or more per session
while only 63% of the clients of other Statecommunity mental health centers
were assigned fees of $20 or more per session.



Despite the claimed abundance of mental health services in Anchorage, 44% of
all suicides 1in the State occurred in Anchorage, baoed! on the State Vital
Statistics Report. With 45% of the State"s population, Anchorage has

virtually the same rate of suicide as the rest of the State. Suicide was the
#1 cause of death for ages 35 - 39,- and the #2 cause of death for ages 20 -

29, after accidents.
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FUNDING FOR OUTPATIENT SERVICE
COMPARED WITH CLIENTS SERVED, SCC

FUNDING +  CLIENTS SERVED

Figure 1



STRIBUTION OF CLIENTS SERVED - FY1985
SOUTHCENTRAL COUNSELING CENTER

Elderl;"(not CMI)

Figure 2



PROGRAM FUNDING

The total budget for SCC programs in FY 1986 is down about $133,000 in real

terms from FY 1985. Public funding cuts occurred in State Department of
Social Services, State Department of Vocational Rehabilitation, and in Federal
Mental Health Block Grant funds received from the State. First and third

party payments for services are also expected to decrease due to State
reauirements to provide services for McLaughlin Youth Center, DFYS child abuse
clients, Whittier, and Tyonek, where <clients have fewer resources for
reimbursement of services. Any reductions in Medicaid mental health coverage
could cause major program adjustments, particularly for those programs with
large numbers of Medicaid clients, such as the Aftercare Program for the

chronically mentally ill.

The Center"s budget for FY 1986 is largely targeted at providing services to
the chronically mentally ill, 1in Jline with the priorities of the State
Division of Mental Health and Developmental Disabilities (Figure 3).
Actually, an even larger proportion of the Center"s resources will be used to
serve the chronically mentally ill, since the Adult and Family Unit and the
Geriatric Unit each serve about 80 CMI per year, as well.

SCC DEBT

The Southcentral Counseling Center currently has a debt of $670,000 on its new
building near Lake Otis and Tudor, and a debt of $215,000 on the Transitional
Living Center building. The State Department of Health a. d Social Services
allows no interest or mortrage payments to be expensed against their grants
and contracts or against the Center 3 self-generated match funds, despite the
use of these facilities for treatment programs. Thus, SCC must develop other
resources to pay the debt on tnese facilities, further burdening the Center"'s
financial position.



BUDGET ALLOCATION BY SERVICE CATEGORY
SOUTHCENTRAL COUNSELING CENTER, FY1986
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STATE COMMUNITY MENTAL HEALTH SERVICES FUNDING

FY 1986 State Community Mental Health Services funding, including Federal
Block Grant funds provided to the SCC, but not including the State Community
Support Project funds wL n are addressed separately, provide $9.32 per capita
for mental health services for the population that the Center has been
assigned, not including the large number of transients in Anchorage, some of
whom receive services at the Center. This compares with an average of $19.57
per capita funding for all other areas of the State, including SB520 funds for
services in Fairbanks. When the cost of services provided by SCC to the State
as a whole, such as TLC services, and those provided outside of the
Municipality of Anchorage, such as Tyonek, Whittier, and Palmer, are
subtracted, the per capita funding for Anchorage becomes $6.60, or less than
34% of that provided for citizens outside of Anchorage. When comparing
outpatient services for adults and children, which are the predominent
services provided by other mental health centers in the state, with SCC
funding for those services, the picture is even worse, with Anchorage
receiving only $2.87 per capita, or 15%, of that received by the rest of the
State®s population. Those figures are based on the FY 1986 Department of
Health and Social Services funding levels approved by the Commissioner on June
24, 1985, and on the FY 1985 StatewidePopulation Summary prepared by the
Department of Community and Regional Affairs. The comparative funding figures
are illustrated on Figure 4.

Since SCC has consistently been funded by the State at a Jlower level than
other centers in the State on a per capita basis, SCC clients have had to pay
a higher fee than have clients of the State community mental health system in
the rest of the State, as was further discussed at Levels of Service, above.

When all mental health funds are considered, including Community Support
Project funds, the per capita funding for each mental health service area
shows an even greater disparity (Figure 5). While the Mat-Su Center at
Wasilla has lowest funding at about $10, and Anchorage second lowest at $10.55
(including Community Support Project moneys to the Alaska Special Education
and Training Program), other populations are receiving almost 10 times as much
funding! Of the 24 other service areas in the State, 18 receive more than
double that of Anchorage or Mat-Su on a per capita basis.

Based on the FY 1984 DMHDD Community Mental Health Center Overview, SCC
proarams provided almost 50% of the State"s total staff hour effort in the
community mental health system, yet received only about 28% of total State

funding.

- 10 -



FUNDING PER CAPITA

STATE FUNDING FOR FY1986
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STATE COMMUNITY SUPPORT PROJECT FUNDING

The State Division of Mental Health and Developmental Disabilities initiated a
Community Support Project for the Chronically Mentally 111 (CMI) ir, FY 1985.
Additional funding was provided for FY 1986. The purpose of this project is
to provide community care rather than hospital care for the CMI. An analysis
of the [latest available information from the Alaska Psychiatric Institute
(AP1) (FY 1934 Report published in 1985) shows that 72% of APl admissions are

from Anchorage. Of APl discharges whc were assigned to the State community
mental health system for follow-up, 71% were assigned to the Southcentral
Counseling Center. Since most of the APl admissions are from Anchorage and

most discharges into the community mental health system are to the
Southcentral Counseling Center, it would seem that the bulk of the State
Community Support Project (CSP) resources would be assigned to the
Southcentral Counseling Center. However, this 1is not the case. Only 23% of
CSP resources are assigned to the Southcentral Counseli” Center in FY 1986.
Based on annual APl discharges, and assuming that API ollow-up data will
remain the same for FY 1986, SCC will vreceive only 7>d93 per annual API
assigned follow-up ulient, while other centers receive at least $5,000 per
follow-up client, witi the high being $26,667 per follow-up client for
Ketc.nikan (Figure 6).

Another way of analyzing the utilization of State CSP resources would be to
measure the allocation of funds based on the number of CMI that are found in
each community mental health center®"s caseload. Based on the FY 1985 State
survey, SCC was serving 411 CMI, far more than any other facility, private or
public in the State. By dividing the CSP resource allocation among centers by
their CMI caseload from the survey, the disparity in funding 1is again
startling, with Seward being the lowest at $185 per CMI, SCC being second
lowest at $559 per CMI, and all others, except two, being at $1,200 per CMI or
more. Barrow received the highest allocation at $6,667 per CMI (Figure 7).

Based on the most recent Department of Mental Health and Developmental
Disabilities Annual Report, the Southcentral Counseling Center received more
than 12 times as many APl discharges than did the next highest community
mental health center in the State (257 vs 21 for Fairbanks), and more than
double all other community mental health centers added together (257 vs 106).
These data show that resoucres are not being targeted at the problem, but are
probably allocated on political considerations. The Alaska Mental Health
System will not become cost-effective in serving the CMI unless its resources
are targeted at the pioblems it is attempting to address.

- 13 -



STATE FUNDING FOR FY1986
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SCC SERVICE AND COST EFFICIENCY

Several months ago, the State Depsrment of Mental Health and Developmental
Disabilities (DMHDD) prepared a cost analysis showing the costs to the State
for each hour of direct mental health service delivered. A copy of the
Deparment of Mental Health and Developmental Disabilities cost analysis graph
is at Figure 8. As can be seen, SCC 1is one of the most cost efficient
providers of community mental health services in the State, providing services
for less than half the cost of most other centers. This cost efficiency
occurred despite the fact that SCC provided 63% of all chemotherapy services
in the State community mental health system, based on the Department of Mental
Health and Developmental Disabilities Annual Report. The costs of medical
doctors to provide chemotherapy is by far the largest hourly staff expense in
mental health programs.

Data taken from an April, 1985, report from the National Council of Community
Mental Health Centers (NCCMHC) demonstrates the extremely high service levels
achieved by the SCC as compared with 513 community mental heath centers
nationwide. Using the NCCMHC Profile Report, and adjusting the budget figure
using the Federal Government®s cost differential of 25% for Anchorage,
Figure 9 1is obtained. The figure shows that while SCC had a slightly higher
total budget (4.1%) and a slightly higher total staff level (2.4%) than the
average for all centers, SCC received a substantially lower percentage of
public funding (14.2% or $259,426 less) and served a much larger number of

clients (64.5% more).

Thus, the national and in-State comparisons demonstrate that the Southcentral
Counseling Center, despite underfunding in public monies and great progranm
turmoil has been Highly cost efficient and has served a much larger number of
clients than other centers.

Comparative analyses over the last six years, have consistently shown that the
SCC has been publicly underfunded for the population it serves and for the
services it provides. Part of this underfunding problem is attributed to the
State"s low level of funding for its community mental health program and part
to the great disparity in funding across the State, as was previously
discussed. The data demonstrate that the SCC has done exceptionally well with
the public resources it has been provided, compared with other community
mental health centers.
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PERCENT DIFFERENCE

RESOURCE AND SERVICE PROFILE
SCC COMPARED WITH 513 CMHCs NATIONWIDE

SOURCEINCCMHC PROFILE REPORT-APRIL 1985
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SCL STAFFING

The SCCis currently experiencing a precarious personnel situation, with only
one full time psychiatrist and onlyore licensed Ph.D. Psychologist on staff.
Being located in Anchorage presents a highly competitive personnel environment
for the Center. Because of itslo”er salary levels and high workload
requirements, the SCC has continuously lost high quality staff to the private
sector and to State agencies. The Center lost six staff to Charte? Hospital
when it opened, including thesupervision of the Day Treatment Program for

CMI. Over the last several years, the Center has lost other staff to Hjmana
Hospital, the Alaska Psychiatric Institute, the University of Alaska, the
State Division of Family and Youth Services, the Department of Corrections,
and to private clinics. Particularly difficult to obtain and retain have been
licensed Ph.D. psychologists, and psychiatrists. Mental health professionals
with these qualifications can make much more money outside the Center working
with a safer and more affluent clientele. They also do not have to deal with
the high caseloads, the extensive paperwork requirements of the State Division
cf Mental Health and Developmental Disabilities, and other administrative
requirements which come with public mental health programs. The Center"s
Adult and Family Unit, which provides services to the vast majority of the
Center®"s clients, has had four unit supervisors in a little over two years.
Three supervisors moved to the private sector. Over the last year the Center
has 1increased salary levels somewhat, 1in an attempt to retain good staff.
This has resulted, however, in some staff layoffs, since budgets would not
support staffing at the previous levels and salary increases. The latest
staff cuts were made in July, 1985.

The current SCC staffing level is 65 full time equivalents, down from a high
of 108 in 1983. The greatest staff turnover over the last several years have
been in the Adult and Family Unit, at the Transitional Living Center, and in
Psychiatric Services, and within Administrative and support staff.



COMMUNITY SATISFACTION WITH SERVICES

Each year since 1980, the Center has surveyed its clientele to determine if
those served were satisfied with the services received. The last three of
these surveys were accomplished with standardized survey forms used nationwide
in mental health proai“ams. The Center®"s performance, based on these surveys
of the public, have been consistantly higher than other centers nationwide.
The 1984 survey was accomplished by an independent researcher from the State
of Washington who also conducted surveys at other mental health centers.

The Center has been pleased with its highly favorable ratings, especially in
view of the turmoil of the last few years.

Despite the fact that those in need of mental health services are not vocal in
demanding, or are unable to demand, their fair share of State resources, and
depsite their inability or reluctance to discuss publically the services they
do receive, those that have received services at the Southcentral Counseling
Center have been highly satisfied with the care they have been provided.
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