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Preface 
ursuant to i t s  statutory responsibilities authorized 
in Section 2 of Public Law 380, passed during the 
first session of the 86th Congress and approved by 

President Eisenhower on September 24, 1959, the 
Commission singles out particular problems impeding 
the effectiveness of the federal system for study and 
recommendation. 

The current intergovernmental grant system was 
identified as such a problem by the Commission in the 
spring of 1974. The staff was directed to probe four 
features of this system: categoricals, the range of reform 
efforts that stop short of consolidation, block grants, 
and the changing state servicing and aid roles. This 
report i s  the second in the series that resulted from this 
basic Commission decision. It deals with Partnership in 
Health, the first block grant to be enacted in modern 
times; is  one of four studies done under the block grant 
phase of the overall report; and was approved at a 
meeting of the Commission on March 11, 1976. 

Robert E. Merriam 
Chairman 
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Chapter 1 

Introduction 

L ate in 1966, the Congress passed, and President 
Johnson signed, what later came to be called the 
Partnership for Health Act. This act is probably best 

known for the system of state and areawide comprehen- 
sive health planning agencies i t  "established," but the 
same legislation also combined seven categorical project 
grant programs into a single, broad, project grant, and 
consolidated nine categorical formula grant programs 
into a block grant for comprehensive public health 
services. 

Creation of this block grant was the first major 
consolidation of Federal grants. I t  completed a cycle in 
Federal health grant legislation which began with the 
passage of the Social Security Act in 1935, an act which 
initiated, among other things, a small program of Federal 
formula grants for the support o f  general health services. 
In subsequent years, the Federal grant structure for 
health became increasingly categorical until the 1966 
legislation went back to the early concept of a broad, 
flexible grant to states for health services. 

In the years since 1966, the block grant funding 
mechanism has increased in importance within the 
Federal grant universe. Block grants were enacted in the 
areas of law enforcement in 1968, manpower in 1973, 
and both community development and social services in 
1974. While these developments indicate that interest in 
the block grant concept is  now quite high, the concept 
nonetheless remains a controversial one. Critics of block 
grants question their usefulness as instruments of na- 
tional policy, their ability to focus in on high priority 
problem areas, and the potential for adequate account- 
ability they afford. On the other hand, block grant 
proponents applaud the flexibility of these grants but 



question their ability to gain sufficient political support 
to ensure their survival and growth. Accordingly, the 
future role of the block grant as one of the three major 
components of the Federal grant structure - along 
with general revenue sharing and categorical grants - i s  
far from settled. 

The basic purpose of this volume i s  to examine the 
pioneering Federal block grant, the comprehensive 
public health services formula grant authorized by 
section 314(d) of the Public Health Services Act, to 
determine what lessons it may offer for the current 
debate about block grants. It is, however, a relatively 
small program with appropriation levels never exceeding 
890 million and this basic fiscal fact should be under- 
scored at the outset, since it heavily conditions the 
history of the program. Moreover, it i s  not well known, 
despite the eight years of operation behind it. Together 
with the law enforcement block grant, this program 
comprises the totality o f  Federal experience, of any 
appreciable duration, with the block grant mechanism. 
Thus, the heuristic importance of the health services 
block grant is  greater than would be suggested by i t s  size 
or the amount o f  attention it has heretofore received. 

The study begins with a detailed review of the 
legislative history of the 314(d) block grant. This review 
encompasses the development of a categorical-oriented 
system of Federal health grants between 1935 and 1966, 
and traces the emergence of two fundamental criticisms 
of the categorical approach to health grants. The 
Executive Branch and Congressional actions leading to 
the Comprehensive Health Planning and Public Health 
Services Amendments of  1966 then are analyzed. Later 
amendments to the original statute are discussed next, 
particularly the Partnership for Health Amendments of  
1967 and further modifications in 1970. Subsequently, 
the two-year legislative battle between the Admin- 
istration and Congress regarding, among other health 
services issues, the proposed termination o f  the health 
block grant, i s  recounted with special emphasis on the 
vetoed Congressional attempt at transformation of the 
program into special health revenue sharing in 1974, and 

the 1975 amendments enacted over a Presidential veto. 
This legislative history concludes with an analysis of the 
objectives and expectations of the consolidation. This 
covers the Congressional intent, as it appeared in 1966 
and as it has evolved since then, as well as brief mention 
of the Department of Health, Education and Welfare's 
interpretation of the legislative intent for this program. 

The major features of Federal administration of the 
block grant are considered in Chapter Ill. The organiza- 
tional location and staffing of this program are described 
and the basic shifts which have occurred in HEW and 
Administration policy toward the block grant are 
probed. The Federal administrative style evidenced in 
the 314(d) program also i s  reviewed. In this review, both 
central and regional office responsibilities are addressed, 
and this picture of the Federal role in the 314(d) 
program is compared with state health agency per- 
ceptions of the Federal administrative style. 

Attention then turns to state administration of the 
block grant. After an overview of state administration, 
state decision making for expenditure of block grant 
funds i s  examined. Following and closely related to 
state-level expenditure decisions is  the exploration of 
the patterns of local government and private sector 
involvement in the administration of the block grant 
component of the "partnership for health." The reality 
of state flexibility under the block grant i s  then taken 
up, followed by an analysis of state expenditure of block 
grant funds. The fourth chapter closes with con- 
sideration of state health agency attitudes toward this 
block grant, and the block grant concept applied to 
health, after eight years' experience with the 314(d) 
program. 

The study concludes with a summary of major 
findings, analysis of the most important inter- 
governmental issues posed by these findings, and the 
Commission's recommendations regarding these issues. 
Finally, significant field research i s  set forth in Appendix 
C where the general findings and comparative analysis of 
six state case studies, along with the individual studies, 
are presented. 



Chapter I1 

Legislative History 

EARLY BACKGROUND 

rior to 1935, the Federal role in the provision of 
public health services was largely limited to direct 
services to special groups, chiefly vetecans and 

members of the merchant marine. With the passage of 
the Social Security Act in 1935, that role was expanded 
to include the provision of financial assistance to state 
governments in support of their public health responsi- 
bilities. This assistance, authorized by Title VI of the 
act, was provided through grants to state health depart- 
ments, made on a formula basis keyed to population. 
The grants were for the provision of general health 
services, and hence were usable for a very broad range o f  
health related activities. Although the amounts involved 
were modest, never reaching a level of more than $1 7 
million per year, this initial Federal step into the 
permanent support of health activities through the grant 
mechanism represented Federal underwriting of a frac- 
tion of all state health department activities.' 

In the 30 years following passage of the Social 
Security Act, the ~ederal role in financing public health 
services expanded, and the period was marked by 
enactment of numerous new grant programs for special- 
ized purposes. As particular health problems came to 
national attention, the Federal government responded 
with grants directed at each emerging problem. This 
pattern was evidenced only in part in a proliferation of 
grants made on a formula basis to states for relatively 
circumscribed purposes. In addition, a previously little 
used type of grant in the health area, the project grant 
for particular public health services, gained steadily in 



I Table 1 

Federal Formula Grant Programs for Support 
of Health Services, 1966l 

Name of Program 

General Health 
Maternal and Child Health Services2 
Crippled Children's Service2 
Tuberculosis Control 
Cancer Control 
Mental Health 
Heart Disease Control 
Chronic Disease and Health of the Aged 
Radiological Health 
Dental Health - State Control Programs 
Home Health Services 

FY 1966 
Appropriations 
(in thousands) 

First year 
of operations 

Total $1 37,550 

'some health-related programs are not included in this list, as they are usually considered social service or rehabilitative programs 
rather than health programs. Examples include a number of programs whose objective is vocational rehabilitation. 

2~a te rna l  and Child Health and Crippled Children's Services are the only programs on the list not then administered by the Public 
Health Service; these were the responsibility of the Children's Bureau. 

Source: Department of Labor, and Health, Education and Welfare Appropriations Act, 1966, Statutes at Large 70.589 (19661. 
Some individual program appropriations not available in the Appropriation Ac t  are taken from U.S., Congress, Senate, Committee 
on Labor and Public Welfare, Comprehensive Health Planning and Health Services, Hearings before a subcommittee o f  the Senate 
Cammittee on Labor and Public Welfare on S. 3008. 89th Cong., 2nd sess., 1966, p. 47. 

importance (so much so that it now accounts for well 
over half of all Federal health service grant outlays, 
exclusive of Medicaid and Medicare). This device was 
characterized by extensive discretion on the part of 
Federal officials regarding the awarding of the grants, 
usually with applications undergoing competitive review 
and selective approval. Taken together, these new types 
of health grants dwarfed the original general health 
grant, with the result that by 1966 the system of Federal 
financial assistance for health services was predominant- 
ly one of numerous grants for relatively narrow purposes 
or categories of health services. The general health grant, 
which in 1936 constituted 100 percent of Public Health 
Service (PHs) grant funds for health services, comprised 
only about 6 percent of such funds by 1966.1 In fact, 
the funding level of the general health grant actually 
declined from a high of $17 million in 1961 to $10 

million in 1966, while new categorical programs were 
created and older ones enlarged. On the formula grant 
side alone, one PHs program in 1936 had become nine 
programs in 1966, as shown in Table 1 .  

This proliferation of small, narrowly defined, Federal 
grant programs in the field of health was in response to a 
number of forces shaping the Federal role in financing 
health services. Innovations in methods of combating 
particular health problems, often pioneered in state or 
local health departments, led to demands for the Federal 
government to promote nationwide adoption of the 
improved methods. The creation of a limited purpose 
Federal grant program to assist states and localities in 
implementing programs in these new areas, or to 
improve or expand their present efforts, was often felt 
to be the most direct way to demonstrate Federal 
leadership in controlling health problems. This was the 



pattern followed in Federal support for tuberculosis 
control and other specific categories of di~ease.~ New 
programs were preferred over expansion of the general 
health grant on several grounds. Proponents argued that 
categorical disease control programs resulted in the most 
highly targeted impact of limited Federal financial aid. It 
was feared that adding funds to the general health grant 
would not achieve a greater impact in a particular 
program area, given the many competing demands on 
state and local health departments. Programs directed at 
specific health problems also demonstrated the respon- 
siveness of the Federal government to these problems, 
and to the constituencies which developed around them. 
Proponents of particular programs also favored categor- 
ical grants, because success with Congress made i t  
unnecessary to cope with the ambiguities of state 
legislative processes. Lastly, an increasing and permanent 
Federal participation in the financing of health services 
naturally led to a desire on the part of Congress and the 
administering officials to more actively shape state and 
local decisions regarding aided a~tivit ies.~ 

Early Criticisms of the Categorical Approach 
to Federal Health Grants 

Despite the above rationale for the categorical ap- 
proach to Federal health grants, by the late 1940s 
concern was being expressed over some aspects of 
categorical grants thought to be undesirable. Perhaps the 
earliest important criticism of the categorical structure 
of Federal health grants was that contained in the report 
and studies of the first Hoover Commission. Formally 
titled the Commission on Organization of the Executive 
Branch of the Government, this commission's work from 
1947 to 1949 covered an extremely broad range of 
subjects relating to the operation of the Federal govern- 
ment and i t s  relations with other levels of government. 
While the commission's focus in the health function was 
on direct Federal operations, i t s  sweep also encompassed 
grants-in-aid for health services. 

With respect to health grants, the commission's 
committee on Federal Medical Services concluded that 
these grants generally had been quite successful in 
stimulating greater financial participation by state and 
local governments in public health, in increasing the 
quality and quantity of public health personnel nation- 
wide, and in extending public health services to a much 
greater proportion of the population. Categorical grants 
in particular were given credit for having "fostered new 
programs and enlisted support from interested groups."S 
On the negative side, however, the committee deter- 
mined that the categorical approach hampered the 

ability of local health officers to develop "balanced 
health programs adapted to meet varying local needs," 
and asserted that this problem would worsen as expend- 
itures for public health increa~ed.~ Having previously 
determined that public health was intrinsically a func- 
tion best handled at the state or local level, the full 
commission advocated the maximum possible simplifica- 
tion and decentralization of Federal health grants, and 
urged conversion to a general health grant system, 

complemented by Federal assistance for the further 
development of local health units staffed by full-time 
personnel. Federal administration of such general health 
grants would be guided by the principle of minimum 
supervision of the states consistent with sound manage- 
ment. While the committee did not probe the eligibility 
and allocation question, it was more specific regarding 
the scope of these general grants. Excluded would be 
only those categorical grants then administered by the 
Children's Bureau (maternal and child health and crip- 
pled children's services), and even here only for an 
interim three-year period during which health-related 
agencies would be adjusting to the proposed creation of 
a single cabinet-level department unifying Federal 
health, education, and social security functions.' No 
Congressional action was taken on the Hoover Commis- 
sion's recommendations for reform of Federal public 
health grants, although administration bills which would 
have created a single health block grant were submitted 
in the 80th and 81st ~on~resses.6 

A few years later, another critical assessment of the 
structure of Federal health grants emerged, this time by 
the US. Commission on Intergovernmental Relations. 
This commission, like the Hoover Commission, was a 
temporary body established by statute with a broad 
charge to examine the role of the national government in 
relation to state and local governments. The report of 
the commission (popularly known as the Kestnbaum 
Commission) was submitted to the President in 1955, 
after two years' work. I t  contained both a general 
assessment of the American federal system and analyses 
of intergovernmental responsibilities in selected func- 
tions, including public health. 

Like the earlier Hoover Commission, i t  generally 
endorsed the current system of Federal health grants,g 
based on the interstate spillover effects inherent in 
public health, and what it determined had been admira- 
ble performance of Federal health grants in stimulating 
state and local assumption of greater responsibility for 
public health (as reflected in increased expenditures), 
and in improving the quality of state and local adminis- 
tration. Categorical grants were specifically praised for 
limiting Federal influence to a few selected areas of a 



function, thus preserving the primacy of state and local 
governments in the entire function." 

At the same time, the commission expressed concern 
with certain features of such grants. Believing that the 
proper purpose of categorical health grants was to 
"encourage the adoption of improved measures for 
controlling diseases and the demonstration of new public 
health methods,"' ' the commission argued that the 
need served by categorical grants naturally disappeared 
after a number of years and to continue them indefinite- 
ly was an unnecessary expenditure of Federal funds. 
Moreover, the restrictive nature of these grants was 
deemed an obstacle to the frequent changes of method 
and emphasis required in a rapidly developing discipline 
such as public health. The flexibility needed by state and 
local health departments to adapt to new approaches in 
disease control, the commission feared, was compro- 
mised by permanent categorical grants in the health 
services sphere. In addition, the existence of numerous, 
small, specialized grants was cited as presenting excessive 
administrative reporting and accounting problems for 
grant recipients. 

To alleviate these problems, the commission recom- 
mended that all Federal health grants be "allocated to 
the states on the basis of a uniform formula, susceptible 
of flexible administration,"' rather than a blanket 
elimination of, or reduction in, the categorical grants. To 
further mitigate the undesirable consequences of cate- 
gorical~, the commission favored a gradual phasing out 
of programs as their objectives were fulfilled and the 
transfer of funds from one program to another, within 
limitations set by law, in light of varying health needs as 
determined by each state. The latter recommendation 
was prompted in part by the commission's conclusion 
that, more than many other fields, public health was 
particularly susceptible to the allocation of public 
revenues based on "emotion, and the vigor of pressure 
groups of proprietary interests."' It was the opinion of 
the commission that resource allocation decisions at all 
levels would be improved by a greater reliance on 
measures of health needs. Lastly, to combat administra- 
tive fragmentation of health-related programs at the 
national level, the commission's health study committee 
proposed consolidation of the Public Health Service with 
the Children's Bureau so that state and local agencies 
would be required to deal with only one Federal 
organization concerning health grants. 

Several surveys taken by the commission revealed 
that these criticisms and recommendations for improve- 
ment were shared, to varying degrees, by many officials 
and organizations concerned with public health. Re- 
sponses by 26 health-related associations showed a 

preference for increasing the role of broad or general 
health grants relative to that of categorical grants, and 
for increasing the flexibility of administration under all 
health grants. Separate surveys of schools of public 
health and of state public health officers found even 
stronger support for health block grants.'4 Of the 
former, 42 percent of the respondents preferred a shift 
to block grant funding and another 29 percent favored a 
system combining block grants with some categoricals. 
Open-ended responses indicated a perceived need to 
lessen national specification of state and local adminis- 
trative patterns and to move in the direction of a block 
grant for public health. The state health officers were 
aligned solidly behind the block grant, with 61 percent 
favoring this approach and 17 percent preferring both a 
block grant and categoricals. Another 14 percent desired 
a broadening of categorical grants short of forming a 
block grant, and only 8 percent recommended maintain- 
ing the present system.15 I t  is worth noting that these 
negative reactions to the proliferation of categorical 
health grants were expressed at a time when the total 
number of such grants was only eight. 

While the work of the Commission on Intergovern- 
mental Relations was in progress, the new Department 
of Health, Education and Welfare (HEW) began an 
internal review of its grant-in-aid programs, including 
those for health. This review produced recommendations 
for the use of uniform allocation formulae and adminis- 
trative approaches in many HEW grant programs, and for 
the consolidation of a number of categorical grants. The 
Eisenhower Administration subsequently proposed legis- 
lation to consolidate all Public Health Service grants into 
two: a formula grant for basic support and for service 
improvement, and a project grant for experimentation. 
The House of Representatives passed legislation in 1954 
which would have substantially accepted the Administra- 
tion's recommendations, eliminating all PHs grants for 
health services with the exception of mental health 
grants, and transferring these funds to a consolidated 
grant for general public health services.16 The inclusion 
of mental health within the consolidation was strongly 
opposed and dropped from the final version of the bill 
(H.R. 7397, 83rd Cong., 2nd sess.). A companion Senate 
bill (S. 2778) was not reported by the Senate Committee 
on Labor and Public Welfare, and action on consolida- 
tion stalled at this point. 

Next to address the functioning of the Federal grant 
structure, including public health, were the House 
Intergovernmental Relations Subcommittee and the 
joint Federal-State Action Committee. As part of a 
two-year examination of Federal-state-local relations, 
the lntergovernmental Relations Subcommittee pro- 



duced an assessment of Federal grants-in-aid. This 1958 
report was crifical of the problems caused by categorical 
grants, but viewed them as necessary in many cases.' ' 
The report suggested that the worst consequences of 
categorization could be handled by permitting recipients 
to transfer a portion of each grant program's funds to 
other categories. Consolidation was not proposed, even 
though subcommittee surveys of state, municipal, and 
county officials revealed a preference for general health 
grants on the part of these officials. Soon afterward, the 
final report of the Joint Federal-State Action Committee 
was released, and i t  contained similar conclusions and 
recommendations. The committee was a temporary 
body formed by the National Governors Conference, at 
the suggestion of President Eisenhower, to identify 
means of strengthening the American federal system by 
sorting out the roles of the different levels of 
government, and by strengthening the states within this 
system. The same undesirable effects of categorical 
grants mentioned in earlier studies were cited. The 
committee was particularly interested in the possibility 
of consolidating all Federal health services grants to 
states (with the exception of the two programs managed 
by the Children's Bureau) into a single, flexible block 
grant for public health; yet, i t s  final report reflected the 
advice of a special advisory committee on public health 
that "past Congressional opposition made a block grant 
proposal unrealistic at this time."" Instead, the com- 
mittee endorsed the proposal that a transfer of up to 
one-third o f  the funds from one health grant program to 
any other be authorized, this time including the Chil- 
dren's Bureau programs. 

Previous ACI R Report 

The debate continued, and in 1961, the newly 
established Advisory Commission on Intergovernmental 
Relations took up the subject of Federal health grants. 
Noting the history of complaints against categorical 
health grants and the financial and administrative prob- 
lems they create for recipients, the commission's report 
urged that this "recurring issue should be brought to 
prompt resolution, one way or the other." The positions 
of the major interests on the question of consolidation 
were characterized as follows: 

State officials, from the governor down; 
naturally favor maximum flexibility in the 
use of Federal grants at the state level. On 
the other hand, professional organizations 
concerned with particular categories (cancer, 
heart disease, etc.) believe that financial 

support from the Congress and state legisla- 
tures can be more strongly justified in terms 
of specific, disease-oriented categories. Fed- 
eral officials occupy a position somewhat 
in-between, but generally tend to the view 
that maximum stimulation of state and local 
health activity can be obtained through a 
focus somewhat more specific than 'general 
health services." 

Proposals for partial consolidation of certain programs 
also were noted. 

In evaluating these arguments, the commission con- 
cluded that although the initial purpose of the categori- 
cal grants had been stimulative, the Congress clearly had 
demonstrated i t s  intention to continue them as part of 
an on-going Federal effort to support public health 
activities. The commission determined that increased 
flexibility for grant recipients was definitely needed in 
the public health field, and could be achieved in a 
variety of ways. I t  believed, however, that any consolida- 
tion or fund transfer arrangement should omit mental 
health, maternal, and child health, and crippled chil- 
dren's services; the first because in many states mental 
health and other public health activities were handled by 
different agencies, and the last two because Federal 
administrative responsibility lay with the Children's 
Bureau rather than the Public Health ~ervice.~' 

The commission weighed the pros and cons of 
retaining the categorical structure and urged its modifi- 
cation so as to increase recipient flexibility, but not the 
consolidation of health programs within a block grant. 
While recognizing the limitations of categoricals, the 
commission did not overlook the arguments advanced in 
opposition to a switch to block grant funding (some of 
which were to prove prophetic in light o f  the later 
history of the Partnership for Health block grant). On 
balance, i t  decided against urging formation of a health 
block grant, since " . . . the variety and force of these 
arguments make unrealistic the adoption at t h i s  time of 
the block grantmapproach . . . ."2 Instead, it recom- 
mended ammendment of the Public Health Service Act 
to permit the transfer of up to one-third of the funds 
from any of the following programs to any other within 
the group: general health, cancer control, veneral disease 
control, heart disease control, and tuberculosis control. 
It also recommended that uniform allotment and match- 
ing formulae for these programs be established in the 
legislation. With enactment of these proposals, the 
commission believed that most of the flexibility of the 
block grant approach could be achieved, while avoiding 



some of the financial and political problems associated 
with that funding mechanism. 

Programmatic Criticisms Emerge 

Despite the reform efforts of these various panels, 
many participants in shaping the health system, includ- 
ing members of the Congress, seemed to adhere to the 
view that as long as categorical grants improved the 
quality and accessibility of particular health services, any 
detrimental systemic effects were of secondary impor- 
tance. In other words, the program purposes were the 
prime concern, and any attendant disorganization, frag- 
mentation, or deviation from ideal governmental ar- 
rangements, so long as they did not imperil the 
achievement of these purposes, were seen as a reasonable 
price to pay for progress in health care. Only when 
broad concern emerged over the effectiveness of these 
grants, as means of generating significant advances in the 
provision of health care, did the drive to modify the 
health grant structure gain momentum. 

The work of the National Commission on Communi- 
ty Health Services in the early 1960s was the first in a 
series of sweeping criticisms of the provision of health 
care in the nation's communities. This four-year study 
was sponsored by the American Public Health Associa- 
tion and the National Health Council, and delved into 
more aspects of health care than its title indicates. The 
planning, organization, delivery, and financing of health 
services at all levels; the development of health resources 
including education and training; the construction of 
facilities; and the costs of health care were all probed. 
Such severe problems were found that the commission's 
report spoke of a corrective effort that would encompass 
the lifetime of its readers. The health system was scored 
for being " . . .splintered into a crazy quilt of discon- 
nected and rambling services, with excessive specializa- 
tion in all aspects of health care."" As a corrective, the 
national commission advocated comprehensiveness in 
the planning, organization, and delivery of health care. 

Against this backdrop of an inadequate health care 
system, the national commission turned its attention to 
the financing of health care. Here it called for a 
"partnership for health" involving all levels of govern- 
ment, but concluded that the primary public authority 
for provision of health services should rest with the 
states.2 Regarding Federal financial assistance, the 
report apparently accepted some of the earlier argu- 
ments in favor of a health block grant, and recom- 
mended that: 

The Federal government should assist in 

financing community health services through 
the states by awarding grants in as flexible a 
manner as possible,consistent with the main- 
tenance of standards of quality. Categorical 
project grants should be employed only to 
assist in solving specific serious health prob- 
lems currently needing special emphasis; 
categorical formula grants should be re- 
viewed periodically as to accomplishments 
and phased into the basic grant when the 
categorical approach is  no longer justified; 
and, the basic (general) formula health grant 
should be increased both absolutely and as 
a proportion of total grants.24 

The national commission's Task Force on Financing 
Community Health Services and Facilities went into 
greater detail. I t  recommended an immediate $90 
million increase in the funding level of the general health 
formula grant with some of the funding coming from 
reductions in existing categorical programs. In addition, 
a regular annual increment of about $20 million over a 
five-year period was urged for the general health grant, 
following a few years of adjustment to the proposed 
higher funding leveL2' While it did not contemplate the 
complete elimination of categorical health grants, the 
task force was clearly calling for creation of a sizable 
block grant for public health services. In view of the 
" . . . widely known reluctance of Congress to increase 
the size of the general health grant. . . the task 
force also considered a number of compromise proposals 
directed at instilling greater flexibility in the Federal 
health grant structure, short of consolidation, including 
the fund transfer provision advanced by the AClR and 
others. I t  concluded that these indirect measures were 
desirable, though not a substitute for more basic 
structural reforms, and added its voice to those of earlier 
block grant proponents. 

The task force clarified the recommendation language 
calling for Federal financial assistance "through the 
states," and noted the belief of many large cities that the 
states were not sympathetic to their unique problems. 
Hence, i t  urged that " . . . an appreciable portion of the 
general health grant received by a state be passed on to 
local health departments."' ' Although i t s  reports were 
not published until 1966-67, the commission's work 
received widespread attention and helped to shape the 
conclusions of other studies of American health care 
undertaken in the mid 1960s. 

The work of this commission was repeatedly men- 
tioned during the 1965 Congressional deliberations on 
extending the legislative authority for a number of 



public health formula grant programs. Final action, as 
embodied in Public Law 89-105, was an agreement to 
extend these programs for a year, pending thorough 
reviews by the Department of Health, Education and 
Welfare and by the Association of State and Territorial 
Health Officers in conjunction with the Public Health 
Service, and in anticipation of the forthcoming recom- 
mendations of the National Commission on Community 
Health The President had urged such an 
interim measure in his health message to the Congress: 

. . . I have directed the Secretary of Health, 
Education and Welfare to study these 
programs thoroughly and to recommend to 
me necessary legislation to increase their 
usefulness. . . . So that a thorough review 
may be made, I recommend that the 
Congress extend the authorizations through 
June 30,1 967.2 

The climate in 1965-66 was right for serious 
consideration of changes in the structure of Federal 
health grants. Concern over the quality of virtually all 
aspects of the American health care system was wide- 
spread, and demands for action were increasing in 
frequency and intensity. The shift in official assessments 
of the status of health care was reflected in the report of 
the National Conference on Medical Costs and the report 
of the National Advisory Commission on Health Man- 
power. While publication of both of these reports 
postdate the 1966 Congressional action on health grants, 
their themes were influential and shared by many 
involved in the 1966 debate. Both reports decried the 
fragmentation and categorical nature of health services, 
and called for changes in the mode of delivery, adminis- 
tration and planning, and financing.30 

Perhaps the most immediate stimulus to legislative 
modifications in the Federal health grant structure was 
the 1965 White House Conference on Health. Its scope 
was broad, in keeping with President Johnson's charge, 
and its proceedings indicated considerable (though not 
unanimous) dissatisfaction with, among other things, the 
categorical nature of health services planning, finance, 
and delivery. At the same time, the need to form a truly 
integrated system of health care from the unconnected 
components at each governmental level and in the 
private sector was reiterated frequently. Though no 
formal recommendations emerged from this conference, 
a popular view among participants was that "comprehen- 
siveness" should be made a goal for future approaches to 
health  service^.^' This November conference, along with 
the other two reviews mentioned above, seemed to 

solidify the Administration's policy toward the health 
grant system. They were followed shortly afterward by a 
Presidential health message which signaled the beginning 
of final action on revision of Federal health grants. 

THE COMPREHENSIVE HEALTH PLANNING 
AND PUBLIC HEALTH SERVICES 

AMENDMENTS OF 1966 

President Johnson's health and education message to 
the Congress early in 1966 began with a recounting of 
the unprecedented volume of legislation produced by 
the 88th and 89th Congresses. The message referred to 
"20 landmark measures" in health and a doubling of 
appropriations for Federal health programs. But the 
message proceeded to discuss a number of important 
actions needed to realize the promise of this auspicious 
beginning toward achieving "good health for every 
citizen to the limits of our country's capacity to provide 
it." 

The message set forth the entire health legislative 
program of the Administration for that year, including 
proposals to reorganize the Public Health Service, 
increase funding for health facilities construction, estab- 
lish a new research and demonstration program dealing 
with the organization and delivery of health services, 
provide for increased training of certain kinds of health 
personnel, enact higher funding levels for medical 
research, and respond to several specialized health 
problems (mental retardation, child nutrition, alcohol- 
ism, and family planning). The most important portion 
of the message, however, dealt with proposals for 
comprehensive health planning and services. Speaking of 
the need to coordinate all available health resources, the 
President recommended " . . . a program of grants to 
enable states and communities to plan the better use of 
manpower, facilities, and financial resources for compre- 
hensive health services."32 The proliferation of categori- 
cal, formula grants for specific diseases, which 
" . . . leads to an unnecessarily rigid and compartmental- 
ized approach to health problems" and encourages 
"inefficiency and confusion and failure to meet the total 
health needs of our citizens,"33 was criticized and a new 
formula grant was recommended for comprehensive 
public health services - a block grant for health ser- 
vices - beginning in FY 1968. In addition, a program of 
project grants was proposed for special health problems 
not found in all parts of the country, in order to permit 
a targeting of resources in areas of greatest need. 

Thus, the President recommended a multifaceted 
effort to redirect the use of health resources, keyed to 
comprehensive planning and greater flexibility in Federal 



health grants to permit more concerted action on the 
basis of such planning. The design was that this 
arrangement would result in the provision of more 
complete health services, better use of all health re- 
sources at each level of government, and, therefore, a 
curb on rising health care costs and greater coordination 
of the health activities of governmental and private 
agencies. A partnership between all levels of government 
and the private sector, working toward a systematic 
approach to health care, was envisioned. 

On the day following the President's message, the 
Administration's bill to enact such a "partnership for 
health" was introduced by Senator Lister Hill, the 
chairman of the Health Subcommittee of the Senate 
Committee on Labor and Public Welfare, Officially titled 
the Comprehensive Health Planning and Public Health 
Services Amendments o f  1966, Senate bill 3008 had as 
its declared purposes the development of comprehensive 
health planning at all levels of government, the strength- 
ening of state health agencies, and the support of state 
and local health services in a broader and more flexible 
manner. The overarching goal for Federal financial aid 
was support for " . . . marshalling of all health resources 
. . . to assure comprehensive health services of high 
quality for every person."34 

Senate bill 3008 called for five new subsections to 
section 314 of the Public Health Service Act. A new 
section 3 14(a) would establish a program of Federal 
grants " . . . to assist the states in comprehensive and 
continuing planning for their current and future health 
needs. . . ."Grants would be made to a "single state 
agency" designated in each state as solely responsible for 
administering or supervising comprehensive health plan- 
ning functions. States would be required to submit and 
have approved state plans for comprehensive health 
planning; they then would be "entitled to allotments" 
on the basis of a formula keyed to population and per 
capita income, with the restriction that no state would 
receive less than 1 percent of the total. Actual awards 
would then be made based on expenses incurred by the 
states with the specific "Federal share" determined by 
the Surgeon General, up to a maximum of 75 percent 
for fiscal year 1970 and thereafter. This program was 
authorized from FY 1967 to FY 1972, but no specific 
funding levels were included in the bill. 

Proposed section 314(b) authorized a program of 
project grants for comprehensive health planning on a 
"regional, metropolitan, or other local area" basis. These 
grants could be made, with the approval of the state 
comprehensive health planning agency, to "any other 
public or non-profit agency or organization" and could 
cover up to 75 percent of the cost of such planning. 

Here too, the authorization period was FY 1967 to FY 
1972, and no specific funding levels were mentioned. 

Section 314(c) would authorize project grants over 
the same period for training, studies, or demonstrations 
of more effective comprehensive health planning. Eligi- 
ble recipients were to any " . . . public or non-profit 
private agency, institution, or other organizations. . . . " 
Grants could cover all or part of the cost of such 
activities; again, no specific authorization level was cited. 

New Section 314(d) authorized the appropriation of 
"such sums as may be necessary" for fiscal years 1968 
through 1972 for grants to state "health or mental 
health authorities," in order to " . . . assist the states in 
establishing and maintaining adequate public health 
services, including the train111~ z C  personnel. . . . " This 
section would create a health services block grant by 
consolidating all nine of the Public Health Service 
categorical formula grants into one comprehensive 
health services grant.35 Each state would be "entitled to 
allotments" according to a formula based on "popula- 
tion and financial need." Actual grant awards would be 
made according to the expenses incurred by a state 
under its state plan for public health services, with the 
"Federal share" varying among the states from one-third 
to two-thirds according to a formula which considered 
the differences in state per capita income levels. As in 
the case of grants under section 314(a), the state plan 
would have to be approved by the Surgeon General. 
Moreover, it would have to certify that the Federal 
funds would be used " . . . to make a significant contri- 
bution toward providing and strengthening public health 
services in the various political subdivisions. . . " and 
such funds would " . . . be made available to other 
public and non-profit private agencies, institutions, and 
organizations, in accordance with criteria which the 
Surgeon General determines are designed to secure 
maximum participation of local, regional, or metro- 
politan agencies and groups. . . . " These Federal funds 
also were to be used " . . . to supplement and, to the 
extent practical, to increase the level of funds that 
would otherwise be made available for the purposes for 
which the Federal funds are provided and not to 
supplant such non-Federal funds." In addition, two 
restrictions were placed on the allocation of funds 
within the states: at least 15 percent of the funds were 
to be earmarked for the state mental health authority to 
provide mental health services; and at least 70 percent of 
both the public health and mental health funds were to 
" . . . be available only for the provision . . . of services 
in the communities of the state." 

Lastly, proposed section 314(e) authorized for FY 
1968 through FY 1972 the appropriation of "such sums 



as may be necessary" for grants to "any public or 
nonprofit private agency, institution, or organization" 
for such purposes as: meeting health needs of "limited 
geographic scope or of specialized regional or national 
significance;" stimulating and temporarily supporting 
new health service programs; or conducting studies, 
demonstrations or training for new or improved methods 
of health service provision. This section also was a 
consolidation of existing grants, combining seven cate- 
gorical project grants into one. Awards were to be made 
on a project basis, and were "to cover part of the cost" 
of the activities listed above. In effect, this section and 
the previous one would merge 16 previously separate 
categoricals into two broad grants. 

Other sections of the bill covered general matters, 
including a requirement that the Surgeon General 
consult with the affected state agencies before issuing or 
later amending regulations under sections (a) and (d) 
above, and secure their agreement where practical. 
Finally, in keeping with the theme of partnership, a new 
subsection (f) authorized the Secretary of HEW to 
arrange for the temporary assignment of departmental 
personnel to state or local health agencies, or vice versa. 

Senate Hearings 

The Health Subcommittee of the Senate Committee 
on Labor and Public Welfare held two days of hearings 
on S. 3008, on March 16 and 17. In his introductory 
remarks, Chairman Hill observed that there had been 
growing sentiment among health officers and other 
health leaders that Federal funds could be used more 
effectively i f  they were made less restrictive and accom- 
panied by comprehensive health planning. As the hear- 
ings progressed, i t  became clear that two facets of the 
bill were getting prime attention. One was the proposed 
comprehensive health planning system, while the other 
was the consolidation of existing formula grant programs 
into a health services block grant. Since the latter is  the 
major concern of this chapter, it will be treated here in 
some detail: the planning provisions of the measure will 
be discussed only insofar as they relate directly to the 
block grant. 

The testimony of then HEW Under Secretary Wilbur 
Cohen stressed the complementarity of the different 
components of the bill, asserting that it would improve 
the capacity of the states to provide health services. 
This, he felt, would be accomplished in two ways: the 
ability to plan comprehensively for health services would 
.be developed; and Federal funds would be provided in a 
manner which would permit flexible resource allocations 
based on locally determined priorities. The under 

secretary spoke of an expanded "partnership for health" 
which " . . . will allow us to pursue national goals 
through state and local planning and decision 
making."36 This kind of partnership was necessary, he 
added, because recent legislation had greatly increased 
the responsibility of state and local agencies for 
providing health services. Their assumption of this 
responsibility required increased capacity for leadership 
and coordination, and the comprehensive planning 
provisions would provide support in this area. It also 
required redirecting the grant programs toward the total 
health needs of people and the block grant approach 
would assist in this effort by thus giving " . . . states and 
localities greater flexibility in using Federal assistance to 
meet their most important problems."37 

The statement of Deputy Surgeon General Gerhig 
echoed these remarks, adding that: 

S. 3008 embodies . . . a fundamental revision 
of the Federal health grant structure. 
Federal grant funds would be made available 
to states and through them to local 
communities, on a non-categorical 
basis. . . states and communities would be 
able to use these funds to provide 
services. . . focused on individuals and 
families . . . rather than on separate disease 
conditions. . . . Among the kinds of public 
health programs which would be covered by 
grants under S. 3008 would be expansion of 
activities now being undertaken with the 
formula grants for disease categories. 
Additionally, other types of public health 
programs. . . would also be eligible.38 

Dr. Gerhig elaborated on several features of the new 
block grant program. He defended the department's 
request for authorizations which, on top of an initial 
large increase from the current level of $55.5 million for 
the categorical formula grants, would rise from $1 70.5 
million in FY 1968 (though the Administration bill 
contained no specific authorization level) to $300 
million in FY 1972. He maintained that the exercise of 
state and community leadership, and the promise for 
improved health care offered by the legislation, war- 
ranted higher authorizations. With respect to the "ear- 
marking" of at least 75 percent of the block grant funds 
for mental health, i t s  necessity was argued on grounds 
that in most states mental health and public health were 
the responsibility of separate agencies. Regarding the 
proposed requirement that at least 70 percent of the 
block grant funds be used for "services in communities," 



he explained that this stricture could be satisfied by 
services provided either by local agencies or by the state 
directly, depending on the pattern of state-local relations 
for health services in each state. Lastly, he stressed that 
one of the key provisions of the measure was that the 
services financed with block grant funds must " . . . be in 
accord with the planning decisions which have been 
made by the state health planning agency and its 
planning council."39 The basic intent of this provision 
was described as ensuring that services are directly linked 
with comprehensive state planning?0 

As for the other witnesses, the extent of disagreement 
with this basic restructuring of Federal health grants was 
surprisingly limited. While there were extensive com- 
ments on a number of the bill's provisions, only two of 
the specialized health interests appearing registered 
opposition to the measure. The National Association for 
Retarded Children suggested an additional "earmark" 
(10%) for services for the retarded, citing the failure of 
Federal "encouragement," short of earmarking, to gener- 
ate the needed attention to this group. Without this 
protection, the association feared that consolidation 
would be of little value to its clientele. Moreover, its 
spokesman argued that the case for a mental retardation 
earmark was no less urgent than that for the mental 
health earmark already in the bill. The American Dental 
Association raised a similar objection to decategoriza- 
tion, requesting a 5 percent earmark for dental health?' 

In contrast to this limited opposition, the Association 
of State and Territorial Health Officers, the American 
Public Health Association, and the National Association 
of State Mental Health Program Directors expressed 
strong support for the block grant portion of the bill, 
and these were joined to varying degrees by other special 
health interests. However, these same groups did express 
some concern with the details of the comprehensive 
health planning provisions of S. 3008, particularly 
regarding the composition of state and areawide compre- 
hensive health planning boards. They also lamented the 
absence of specific authorization levels and urged the 
inclusion of adequate funding authority in the final 
version of the bill. One important interest, the American 
Medical Association, took no position during the Senate 
hearings, although by the time House hearings were held 
the AMA had decided to oppose the 

Judging from the hearing record, the area of greatest 
Congressional interest relative to the block grant was the 
character of the formula to be employed in allocating 
block grant funds to the states. Considerable concern 
was voiced regarding the formula proposed by HEW (an 
explicit formula was not contained in the legislation, 
although the factors to be used in it were). Questions of 

its adequacy in treating densely settled urban states 
versus rural ones, and wealthy versus poor states, were 
raised. Regarding the block grant approach generally, 
several Senators spoke against the fragmentation in- 
volved in categorical grants, while one Senator, a 
practicing doctor, defended categorical funding. Overall, 
the block grant was not a subject of intense debate in 
the Senate hearings; the same was largely true of other 
sections of the bill. Consolidation appeared to be an idea 
whose time had arrived, since i t  already was widely 
embraced by representatives of most health-related 
interests. 

The bill was reported on September 29, largely 
unchanged from the Administration version. Specific 
authorization figures were added, at the levels recom- 
mended by the Department of Health, Education and 
Welfare: $170.5 million for FY 1968, rising to $300 
million for FY 1972. Appeals for further categorization 
of funds within the new block grant were rejected, 
although the 15 percent earmark for mental health was 
retained. In the committee report the block grant 
provision, section 314(d), was hailed as a "fundamental 
revision of the health grant s t r~c tu re , "~~  moving away 
from the prior piecemeal approach that focused on 
categories of disease. Lastly, new sections were added to 
S. 3008 which amended the Mental Retardation Facili- 
ties and Community Mental Health Centers Act o f  1963 
to permit grants for initiating services at mental retarda- 
tion facilities, and to support training of physical 
education and recreational personnel for retarded chil- 
dren. With these amendments, S. 3008 passed the Senate 
on a voice vote on October 3, and was sent to the House. 

House Hearings 

While the Senate held two days of hearings on S. 
3008, hearings in the House were conducted late in the 
session, in one morning, and then only after Administra- 
tion pressure for action. The chairman of the House 
Committee on Interstate and Foreign Commerce, Rep. 
Harley Staggers, opened the proceedings with the an- 
nouncement that there was not sufficient time to 
consider properly S. 3008. Instead, he introduced a 
more limited bill, supported by the chairman of the 
Special Subcommittee on Investigations of the Depart- 
ment of Health, Education and Welfare, Rep. Paul 
Rogers. 

This measure, H.R. 18231, would have authorized 
expenditures only until FY 1969 and at a much lower 
level than the Senate-passed measure. The Senate re- 
quirement that, beginning in FY 1971, the services 
supported with block grant funds must be included in 



the state's comprehensive health plan was not included, 
given the bill's limited authorization period, nor was the 
provision that at least 70 percent of the funds be 
available for provision of services in communities. A 
"hold harmless" clause was added to ensure that each 
state would receive at least as much money under the 
block grant as it had under the categorical formula 
grants!4 Moreover, the Kennedy amendment to the 
Senate bill, authorizing the Secretary of HEW to develop 
national health goals and guidelines to assist in the 
comprehensive health planning process, was omitted!' 
Thus, one possible link between national priorities and 
the state-determined needs that could guide the use of 
block grant funds was absent in the House bill. 

In testimony on the measure, Surgeon General 
Stewart expressed the department's strong preference 
for the larger funding levels and longer authorization 
period of the Senate bill. However, Dr. Stewart also 
conveyed the department's willingness to accept a more 
limited bill, in view of the short time remaining before 
adjournment and in the interest of getting the compre- 
hensive health planning process underway. This compro- 
mise was advanced with the clear understanding that 
HEW considered the funding levels of H.R. 78231 
inadequate for successful implementation of the legisla- 
tion, and would return the following year to seek a 
considerably expanded funding level. In response to 
questioning by the chairman, Dr. Stewart further indi- 
cated that the department could accept a shorter 
authorization period, covering fiscal years 1967 and 
1968. But again, the department's desire to seek the 
broad goal in 1967 was unders~ored."~ 

Subsequent questioning of the Surgeon General estab- 
lished the intent of the Committee regarding the block 
grant, and revealed i t s  basic, but not unqualified, 
support for greater state flexibility in the use of Federal 
health funds. Representatives Rogers and Watson ex- 
pressly stated their concern that the department might 
administer the block grant in such a way as to restrict 
state discretion. This, they declared, would be complete- 
ly contrary to the purpose of the legislation. When 
pressed on this point, Dr. Stewart asserted that there was 
really no issue here, since the states and the Surgeon 
General were " . . . all trying to do the same thing."47 

This statement of confidence regarding the congru- 
ence of program interests between the Federal govern- 
ment and the states highlights a critical assumption 
underlying the block grant funding mechanism. From 
the Federal perspective, the success of a block grant 
frequently i s  determined by the degree to which state 
and Federal concerns are, in fact, identical. Indeed, 
while Representative MacKay also stressed the need to 

provide greater flexibility to the states through this bill, 
other members of the committee seemed willing to 
place limits on that flexibility. Representatives Friedel 
and Carter, for example, urged HEW to take a more 
aggressive role in encouraging the states to include 
family planning services as a priority item in their use of 
block grant funds, although they did not suggest an 
earmarking for this purpose!a 

In their testimony or hearing statements, the major 
groups supporting the "partnership for health" approach 
- the Association of State and Territorial Health 
Officers, the American Public Health Association, and 
the National Association of State Mental Health Program 
Directors - all strongly urged higher authorization levels 
for the block grant. They argued that the language of 
Federal government partnership would be without sub- 
stance at the modest funding levels proposed in the 
House bill, and called for enactment of the Senate- 
passed bill instead. At a minimum, they requested the 
omission of a specific authorization for FY 1969, 
contending that the issue could be taken up more fully 
early in 1967P9 

Final Action 

The House Committee on Interstate and Foreign 
Ccrmmerce reported H.R. 18231 on October 13. The 
only major change from the bill as introduced was 
elimination of specific authorizations for FY 1969. The 
House accepted the committee bill by voice vote on 
October 17, and returned the bill to the Senate. 
Congressman Staggers described it as a "stopgap mea- 
sureVand indicated the matter would be taken up in 
greater detail early in the next Congress. Despite 
substantial differences in the two versions of the bill, the 
Senate agreed to the House amendments by voice vote 
on the following day. Figure 7 compares the block grant 
features of the different versions of this legislation, 
including that of the bill as enacted. The measure was 
signed on November 3, with the President asserting that 
P.L. 89-749 would broaden the base of state and 
community health programs and enable their full utiliza- 
tion of the benefits of modern medicine." 

In summary, passage of P.L. 89-749 effected a basic 
reform of Federal health grants covering both formula 
and project grant programs and a new comprehensive 
health planning system. The block grant provision of 
that act eliminated all nine existing formula grant 
programs for health services which were the responsibili- 
ty of the Public Health Service. These were replaced 
with a single block grant for comprehensive health 
services, whose scope was potentially broader than the 



Feature 

Period of Author- 
ization 

Authorization 
Levels 

Purpose 

State Plan Required? 

Link With Compre- 
hensive Health 
Planning 

State-Lohl Division 
of Responsibility 

Intra-state 
Allocation of Funds 

State Allotment 
Formula Basis 

Federal Share 

"Hold Harmless" 
Provision 

Figure 1 
Comparison of Block Grant Provisions of Bills Considered 
by The 89th Congress, 1966, and of Public Law 89-749 

Administration Bill 
H.R. 13197 

SenatePassed Bill 
S. 3008 

Such sums as may be necessary. 

Assist the states in establishing and 
maintaining adequate public health 
services. 

Assist the states in establishing and 
maintaining adequate public health 
services. 

Yes. Yes. 

Services must be in accord with any 
state comprehensive health plans. 

Starting in FY 1971, services must be 
included in state comprehensive 
health plans. 

Services must be in accord with any 
state comprehensive health plans. 

Starting in FY 1971. services must be 
included in state comprehensive 
health plans. 

Funds must be made available to  other 
public or non-profit private bodies so 
as to  secure maximum ~articioation of 

Funds must be made available to  other 
public or non-profit private bodies so 
as to secure maximum participation of 

local, regional, or metropolitan agencies 
and groups in the provision of services. 

A t  least 15-percent to state mental 
health authority for mental health 
services. 

A t  least 70 percent of both mental 
health and public health portions 
must be available for provision of 
services in communities. 

Population and financial need. 

Between 113 and 213, based on state 
per capita income. 

None. 

local, regionalpor metropolitan agencies 
and groups in the provision of services. 

A t  least 15 percent to state mental 
health authority for mental health 
services. 

A t  least 70 percent of both mental 
health and public health portions 
must be available for provision of 
services in communities. 

Population and financial need. 

Between 1 13 and 213, based on state 
per capita income. 

None. 

House-Passed Bill H.R. 
18231, and Public Law 89-749 

Assist the states in establishing and 
maintaining adequate public health 
services. 

Yes. 

Services must be in accord with any 
state comprehensive health plans. 

Funds must be made available to other 
public or non-profit private bodies so 
as to secure maximum participation of 
local, regional, or metropolitan agencies 
and groups in the provision of services. 

A t  least 15 percent to state mental 
health authority for mental health 
services. 

Population and financial need. 

Between 1 13 and 213. based on state 
per capita income. 

No state's allotment can be less in any 
year than the total amount alloted to 
i t  in FY 1967 (under the prior formula 
grants) under this section. 

Source: Texts of the following bills introduced in the 89th Congress. 2d sess.. 1966: H.R. 13197; H.R. 18231; S. 3008. Also P.L. 89-749, U.S. Code, vol. 42, sec. 246 (1970). 



sum of the categorical programs i t  replaced. At the same 
time, the act contained a special earmark for mental 
health services, stipulating that at least 15 percent of the 
block grant funds must go to the state mental health 
authority; thus, in effect, continuing a categorical pro- 
gram within the block grant structure. Basic administra- 
tive responsibility was assigned to state health and 
mental health departments. A single state plan was 
mandated, requiring approval by HEW. While involve- 
ment of local agencies in providing services under the 

block grant was clearly intended, the act contained no 
requirement for a "pass-through" of funds to local or 
regional units. An important legislative compromise was 
the funding level for the block grant, with the final 
authorization providing only a modest increase over the 
total funding levels of the prior categorical programs. 
Finally, and perhaps most importantly, the act was not 
clear about the resolution of potentially conflicting state 
and Federal priorities. On one hand, the purpose of the 
block grant was simply to support state health depart- 
ment activities; on the other hand, there were ambiguous 
allusions to the role national priorities would play in the 
block grant, through the state plan process. Moreover, 
there was no requirement that the use of block grant 
funds be explicitly covered in the comprehensive health 
planning called for by the act; the only stipulation was 
that services supported by the block grant had to be "in 
accordance" with any comprehensive health plans devel- 
oped by the states. 

The Partnership for Health Amendments of 1967 

In keeping with i t s  chairman's promise, the House 
Committee on Interstate and Foreign Commerce con- 
ducted a thorough examination of the Partnership for 
Health Act in 1967. Occurring less than a year after its 
enactment and before any meaningful implementation 
had begun, these hearings nevertheless produced some 
substantive amendment to the original legislation. The 
primary focus of the hearings was clearly on other 
matters, but three modifications of the block grant 
portion of the Partnership for Health Act were made by 
H.R. 641 8, the Partnership for Health Amendments of 
1967.'~ 

The first dealt with the period and levels of 
authorization for the block grant. The Administration 
argued that the $62.5 million authorized for FY 1968 
fe l l  far short of what was required to realize the block 
grant's potential for improving the capability of state 
health departments, and for increasing the states' 
flexibility in allocating Federal health grant funds. 
Hence, HEW Under Secretary Cohen emphasized that 

the FY 1968 funds under section 314(d) would be used 
primarily to continue activities already approved, and 
that the requested $70 million funding level would 
permit only modest expansion of these activities." The 
implication was that enactment of a block grant through 
consolidation of existing grants would achieve very 
limited recipient flexibility in the absence of significant 
increases in funding levels. The national associations of 
state and local public health officials, and of state 
mental health officials, advanced similar arguments and 
requested a nearly five-fold increase in funding over the 
current categorical levels, by FY 1971. In response, 
several committee members mentioned the Vietnam War 
as an important limiting factor on funding levels, and 
others expressed some uncertainty whether the states 
would be able to expand their share of health services 
funding as rapidly as would be called for by these 
requested levekS3 The committee ultimately decided to 
authorize somewhat higher funding levels for each of the 
next four fiscal years, including a supplemental authori- 
zation for FY 1968. The proposed new figures were $70 
million, $90 million, $1 00 million, and $1 10 million for 
fiscal years 1968 through 1971, respectively.54 

A second area of concern was the division of 
responsibility between the states and local governments 
in providing comprehensive public health services. The 
Administration again proposed that at least 70 percent 
of both the public health and mental health funds 

allocated to the states under section 31 4(d) be used only 
for providing services in communities. In so doing, HEW 
officials indicated that the higher funding levels would 
make such a provision workable and insure that few, if 
any, states would end up with lower levels of Federal 
support for state level health department activities. 
Reacting to earlier departmental clarifications of the 
local services requirement, especially the explanation 
that direct state expenditures for local services would 
satisfy this provision, the National Association of Coun- 
ties (NACo) urged the committee to ensure that local 
governmental policies and plans would guide the provi- 
sion of such services." On this point, the committee 
accepted the Administration's argument and incorpo- 
rated the socalled "70 percent provision" in the bill as 
reported, to apply beginning in FY 1968, but without 
the NACo suggested primacy for local priorities. 

The final change was a provision permitting the 
Secretary of HEW to use up to 1 percent of the funds 
appropriated under section 314(d) (and three other 
sections) for evaluations of the effectiveness of these 
programs. The Secretary was strongly encouraged to use 
this authority, and to report to the Congress regarding 
the findings of such  evaluation^.'^ With these amend- 



ments, H.R. 641 8 passed the full House in September by 
an overwhelming margin. The major departure from the 
Administration bill was the inclusion of specific authori- 
zation levels for years after 1968, in contrast to the 
"such sums as may be necessary" language favored by 
HEW. 

No new issues were raised regarding the health block 
grant during the 1967 Senate hearings, which also were 
largely preoccupied with other portions of the bill.'' 
There was further clarification of the intent of the "70 
percent provision," however. In the view of the Senate 
Health Subcommittee, this feature was designed to 
ensure that Federal funds were used to support actual 
health services rather than administrative  cost^.'^ The 
only change from the House version involved the 
elimination of FY 1971 from the authorization lan- 
guage. The Senate passed the bill as amended in 
November, the conference accepted virtually all of the 
Senate amendments, and H.R. 641 8 became Public Law 
90-1 74 on December 5.' 

1970 AMENDMENTS TO THE PARTNERSHIP 
FOR HEALTH ACT 

The block grant authority was amended again in 
1970. The basic features of the program remained 
unchanged, but one important shift in the Congressional 
approach to the block grant occurred. For the first time, 
Federal priorities were specified within the block grant, 
though not by an actual earmarking of funds. The 
sections dealing with the content of the state plan for 
comprehensive health services were modified by inclu- 
sion of requirements that services aimed at drug and 
alcohol abuse be provided under the plan, "commensu- 
rate with the extent of the problem."60 At the same 
time, a small program of project grants for tuberculosis 
control was phased into the block grant. This action, 
combined with modest funding increases for the block 
grant, on balance left some states with less Federal 
health grant funds under these programs than in prior 
years. In addition, the authority for the block grant was 
extended for three years, with authorized funding levels 
of $130 million in FY 1971, $145 million in FY 1972, 
and $165 million in FY 1973. The House Interstate and 
Foreign Commerce Committee report on the amend- 
ments asserted that it was essential to expand the 
program i f  the initial investment were to pay off. 
Finally, P.L. 91 -51 5 stipulated that theiblock grant's state 
plan must contain assurances of i t s  compatibility with 
the total health program of the state. 

An Administration proposal to combine the compre- 
hensive health services program with the regional medi- 

cal program (a then $100 million program of regional 
centers for developing innovative approaches to the 
treatment of heart disease, stroke, cancer, and kidney 
disease) and with health services research and demon- 
stration activity was rejected. The committee felt more 
time was needed for these programs to develop before 
merger should be ~onsidered.~ 

Yet, even with the expanded authorizations, i t  was 
clear that the comprehensive health services block grant 
was not maintaining its position as the primary source of 
Federal support for state and local public health 
activities. Such a role for the program had been cited in 
the house report on the 1967  amendment^.^^ But, 
appropriations to match these authorization levels were 
not forthcoming; the highest appropriation for the 
health block grant prior to 1975 had been $90 million. 
In addition, Congress had enacted a number of new 
categorical health programs since the initial 1966 consol- 
idation, several of which logically could have been 
folded into the block grant. One such example was the 
passage in I970 of new programs for the prevention of 
alcohol and drug abuse, despite their inclusion as 
priority items within the block grant in the same year. 
As a result, the stature of the block grant within the 
Federal health grant system began to decline, rather than 
rise as anticipated by i t s  proponents and "promised" by 
HEW and the Administration in 196667. 

SUBSEQUENT AMENDMENTS AND 
EXTENSIONS 

The Partnership for Health Act for the most part did 
not receive major attention from Congress again until 
1974. But during the interim, the legislation was 
extended and modified slightly. In 1972, Public Law 
92-255 strengthened the 1970 language calling for 
attention within the block grant to the drug abuse 
problem, by requiring state plans to provide for licensing 
of treatment facilities and for expansion of state mental 
health and other programs in the field of drug abuse. No 
related funding increases, however, accompanied this 
expanded directive. In 1973, the legislation was ex- 
tended without detailed review. The only change in the 
block grant section was the $90 million authorization 
for FY 1 9 7 6 . ~ ~  This was a sharp drop from the 1973 
figure of $1 65,000,000, reflecting the legislative com- 
mittees' recognition that the Appropriations Committees 
were not going to provide the higher funding levels 
authorized for the block grant in recent years. With this 
action, the original intent of the Congress and the 
Johnson Administration to develop the block grant into 



the principal dource of Federal funding for community 
health services was completely reversed. 

1974 ACTION 

The block grant authority was closely examined and 
substantially revised in 1974. The House acted first, in 
an environment conditioned by the Administration's 
proposals to combine or eliminate most Federal health 
services grant programs. With respect to the 314(d) 
block grant, the Administration proposed continuance 
of the program at the current level and elimination of 
the 15 percent earmark for mental health services.64 In 
response, the House reported a bill that incorporated 
few of the Administration's suggestions, although main- 
tenance of the block grant was one of them. Even so, the 
House bill would have more than doubled the program's 
authorization and retained the mental health earmark.65 
In addition, the form and content of the state plans 
required for receipt of block grant funds were specified 
in some detail. HEW'S post-1 971 policy of not requiring 
submission of these plans for approval was explicitly 
rejected, and language was added designed to require 
approval of 314(d) plans by the state comprehensive 
health planning agency.6 

The major issue for the block grant was accountabili- 
ty, with the House Committee on Interstate and Foreign 
Commerce expressing considerable concern over the lack 
o f  adequate information on, and evaluation of, program 
expenditures by the states. Several factors were men- 
tioned as contributing to this problem, including varia- 
tion in the sophistication of state reporting systems - 
especially for funds sub-allocated to local health units. 
The committee called for greatly increased effort in data 
collection and evaluation to surmount these problems, 
and to allow determination of whether certain kinds of 
services - especially mental health and alcohol and drug 
abuse control - should be supported through a compre- 
hensive funding arrangement or through separate, spe- 
cialized programs.6 ' 

At  the same time, the block grant was retitled as 
"Health Revenue Sharing," to emphasize the flexibility 
attendant to its use. Yet, the request for more detailed 
program information was said to apply to all services for 
which the block grant could potentially be used, not just 
the Federal and state matching funds. This expansion 
was defended on grounds that " . . . it would be inappro- 
priate to require that. . . " revenue sharing funds 
" . . . be earmarked by the states in such a manner that 
their specific use could be reported upon."68 Thus, the 
basic tension in this block grant program remained. 
Balancing particular national interests and the mecha- 

nisms of control needed to assure such interests, against 
the flexible support of basic state and local health 
activities and i t s  quite different administrative implica- 
tions was still to be achieved. Despite this ambiguity, the 
increase in authorizations to $200 million for FY 1975 
(and $220 million the following year) was evidence that 
the House still believed the comprehensive health ser- 
vices block grant was an important component of the 
total Federal grant structure for health. 

The Senate also extended the block grant program, 
though only for one year and with significant changes 
from the House-passed version. The limited extension 
was chosen because the Senate Health Subcommittee 
was considering alternatives to the current block grant 
mechanism, in particular a proposal by the Association 
of State and Territorial Health Officers and the National 
Association of Counties for Federal payment of a fixed 
percentage of total state and local expenditures for a 
defined set  of health services. For this reason, the Senate 
rejected increased authorizations for the block grant and 
favored continuation at the current $90 million level. In 
addition, a new program for treatment and prevention of 
hypertension (at a level of $70 million) was authorized 
under section 314(d), and the block grant, state plans 
were required to provide for expansion of drug abuse 
control programs. Other titles of the Senate bill con- 
tinued some existing programs and created three new 
ones: a small, largely research-oriented program for rape 
prevention and control; another small program for 
treatment of hemophilia; and a program of demon- 
stration grants for home health services.69 

The Senate committee echoed the House demands for 
better program data and evaluation, and approved 
modification in the procedural and reporting require- 
ments designed to make the block grant program 
" . . . more responsive to committee concerns for health 
problems of broad national   cope."'^ This statement in 
the committee report was followed by the declaration 
that, "It is  not the committee's intent. . . to further 
limit state discretion in the administration of funds . . .." 
As was true for the House, the Senate had not resolved 
the basic dilemma of block grant administration. And 
unlike the House, the Senate gave clear notice that it was 
no longer certain the block grant mechanism was the 
proper one for achieving this kind of Federal financial 
assistance in health. 

The House-Senate conferees filed a report on Decem- 
ber 5 which extended the block grant for two years and 
retitled it "Health Revenue Sharing." The conference 
bill differed from current law in five major respects: 

1. A new category - hypertension - was 



added within the block grant, with a 
minimum 22 percent earmark for this 
purpose. This was in place of the separate 
authority passed by the Senate, and was 
the first category to be added within the 
block grant since the original 15 percent 
minimum for mental health services. 

2. Nominally to compensate for this addi- 
tion, the authorization level was increased 
to $1 60 million for FY 1975 and 1976. 

3. Despite the revenue sharing title, the new 
law contained several procedural require- 
ments which would result in more strin- 
gent Federal review than was current 
practice, in particular the reaffirmation 
that states must submit state plans to 
HEW for approval. 

4. Congressional displeasure with the in- 
ability to determine what use had been 
made o f  these funds was evident in 
several sections of the bill, especially 
those requiring states to determine their 
"most serious" health problems (but not 
requiring any particular action based on 
this determination), specifying a number 
o f  categorical problems which must be 
addressed within the block grant, and 

requiring more detailed reporting on ser- 
vices provided and funds expended. 

5. Requirements for the states to match the 
Federal funds at a specified rate were 
dropped in recognition that the states and 
localities already were spending far in 
excess of the required matching contribu- 
tion on these programs. 

The final version of H.R. 14214 was passed and sent 
to the President on December 10. President Ford pocket 
vetoed the bill, noting in a memorandum of disapproval 
that the reasons for the veto were primarily budgetary." 
Programs authorized under this bill were extended under 
a continuing resolution until late February o f  1975. By 
that time, it was explained, a new Congress would be 
able to consider the future o f  the health services block 
grant. Meanwhile, the Administration decided to phase 
out the block grant, by recission of spending authority 
for the last two quarters o f  FY 1975 and termination of 
the program when the current authorization expired. In 

so doing, the Administration argued that the services 
supported by the block grant could be supported under 
existing categorical programs; hence, the block grant was 
unnecessary. 

Thus, at the close of 1974 the future o f  the block 
grant mechanism in Federal health assistance was ex- 
tremely uncertain. A trend toward recategorization of 
the block grant itself was reflected in the earmarking o f  
funds for particular categories of service and in require- 
ments for the block grant, state plan to provide for 
services in particular problem areas. Finally, even the 
continued existence of the block grant was threatened 
by a change in Administration policy engendered by 
national economic and budgetary problems. 

THE SPECIAL HEALTH REVENUE 
SHARING ACT OF 1975 

Rather than an immediate attempt to reenact the bill 
vetoed by President Ford, the new 94th Congress 
preferred to send an identical bill through committee 
review again in both chambers. The House acted first, 
holding hearings on H.R. 2954, the Health Revenue 
Sharing and Health Services Act of 1975, in mid 
February. In addition to modifying the 314(d) block 
grant, this bill also would continue several expiring 
categorical health service programs. Since an identical 
bill had gone through the committee process the 
previous year, and had encountered little controversy, 
the only witness was HEW Secretary Weinberger, who 
presented the Administration's arguments in opposition 
to the legislation. The Secretary reiterated the Admin- 
istration's objection to the authorization levels of  H.R. 
2954, and summarized the Administration's policy 
objectives to categorical grants: 

. . . the detailed manner in which the bill 
specifically prescribes program activities 
would limit our management flexibility to 
administer the ongoing program effectively. 
Consequently, we believe it i s  necessary to 
have a general authority for supporting the 
development and operation of programs of 
community health services. Within a broad 
flexible authority, we believe we could 
continue to administer certain specific pro- 
grams contained in H.R. 2954. We do not, 
however, support the detailed legislative and 
programmatic provisions of the bill, and this 
is, of  course, fully consistent with the basic 
administration policy that the state and local 



governments know their priorities better 
than we do.72 

Because of budgetary constraints, this philosophical 
preference for "broad flexible authority" for grant 
programs apparently did not apply to the prime (and 
together with the consolidated 314(e) project grant, the 
only) example of such authority in the health field, the 
314(d) block grant. As the Secretary noted: 

The bill's authorizations. . . are inconsistent 
with the President's revised 1975 budget 
which would terminate the program effec- 
tive April 1, 1975. Additionally, in 1976 
over $633 million will be available through 
other Federal health programs to help sup- 
port many of the same kinds of activities 
now covered under the comprehensive 
health grants to states program.73 

Since these "other Federal health programs" are cate- 
gorical programs, HEW seemed to be arguing that while 
categorical grants are inherently undesirable, the 
broadest and most flexible existing health grant should 
be terminated because categorical programs are available 
to support many of the same types of activities. It may 
be surmised that the root of this logical inconsistency 
was the Administration's determination that, in the face 
of severe budgetary problems, the most politically 
vulnerable programs should be the target of cost 
reduction efforts, regardless of their compatibility with 
its grant philosophy. 

Secretary Weinberger also objected to the use of the 
revenue sharing label for the block grant authorization, 
noting that the procedural requirements and program- 
matic restrictions of H.R. 2954 - especially the mental 
health and hypertension earmarks - were inconsistent 
with the revenue sharing concept. He went on to state 
the department's preference for continuation of the 
314(e) project grant program (which H.R. 2954 would 
terminate), and i t s  desire to transform this program into 
a flexible source of support for states and localities, 
presumably much like the current block grant but 
including direct grants to local governments.74 4n 
response, one minority member of the committee 
indicated reservations about the degree to which the 
committee's program goals would be adhered to under 
such an approach, as well as i t s  dissatisfaction with the 
department's record of restricting grantee administrative 
and programmatic fleAibility. 

No new issues regarding the block grant were raised in 
testimony or in statements submitted for the record. 

Several of the statements, however, stressed the harm 
which would result from the Administration's proposed 
termination of the 314(d) program, and a letter from the 
National Association of Counties urged removal of the 
22 percent hypertension earmark from the block grant, 
since this seemed a "retrenchment to the categorical 
approach." Moreover, the AM A reversed its earlier 
opposition to the block grant, noting that the 314(d) 
program remedied many problems associated with pre- 
decessor categorical grants by helping to overcome 
service fragmentation and by supporting state- 
determined prior i t ie~.~' The evolution of the AMA 
position illustrates how broad the acceptance of the 
block grant had become within the health field. 

In view of the absence of support from other quarters 
for the proposed termination of the 314(d) program, 
and in response to a largescale lobbying effort on the 
part of state and local chief executives and health 
officials in opposition to termination, on May 7, the 
committee reported a revised health services bill which 
continued the block grant. Title I of H.R. 4925 
extended the 314(d) authority through FY 1977, with 
slightly increased authorization levels ($100 million in 
FY 1976 and $110 million in FY 1977). The bill 
basically was identical to the one vetoed in 1974, with 
four important exceptions. 

First, the hypertension earmark was re- 
moved from the block grant, although a 
separate $1 5 million hypertension pro- 
gram was inaugurated by amendment of 
section 3 14(d) of the Public Health Ser- 
vice Act;  the report was not clear, how- 
ever, regarding how this new program 
would relate to the block grant with 
respect to Federal and state admin- 
i~t rat ion.~ 

Second, the complicated, tripartite, plan- 
ning requirements of the 1974 bill were 
eliminated and the stipulation was added 
that comprehensive public health services 
would be provided " . . . in accordance 
with the state plan prepared in accord- 
ance with section 1524(c) or the state 
plan approved under section 314(a), 
whichever i s  applicable.. . . "77 At the 
same time, the requirement of the 1974 
bill that states annually submit, and have 
approved by the Secretary, applications 
covering several statutory requirements 
and other information defined by the 



Secretary was retained. These actions 
brought the block grant planning pro- 
visions into conformance with P.L. 
93-641, the Health Planning and Re- 
source Development Act of 7974, which 
became law in January 1975. No attempt 
to link this block grant and areawide 
health planning was made in H.R. 4925, 
since P.L. 93641 already required sub- 
mission of state plans and particular 
project applications under them to area- 
wide health systems agencies for review. 

Third, to compensate for the potential 
loss of program information brought 
about by these simplified planning re- 
quirements, the House bill also required 
the states to submit (at least annually) ex- 
penditure reports on the comprehensive 
public health services provided in each 
state. This reporting must be through a 
uniform national reporting system (pre- 
sumably much like the Association of 
State and Territorial Health Officials 
health program reporting system, dis- 
cussed later in this report), and must use 
reporting categories prescribed by the 
Secretary of HEW. This requirement re- 
flects the committee's continuing frus- 
tration with achieving accountability to 
the Congress under the block grant, and 
its endorsement of the ASTHO reporting 
system as a possible solution. I t  i s  not 
quite clear, however, in either the text of 
the bill or the committee report, 
whether these reporting requirements 
would apply to all state and local public 
health expenditures, or only to the Feder- 
al 314(d) funds and state and local funds 
associated with them;i.e., used for "com- 
prehensive public health services." 

A final modification affected only the 
mental health component of the block 
grant. Congressional encouragement of 
community-based alternatives to institu- 
tional care in the 1974 legislation prompt- 
ted concern by mental health hospital 
employees. To alleviate this concern, the 
committee added a provision in H.R. 
4925 requiring states to protect the rights 
of such employees in any hospital clos- 

ings or other potential staff displacements 
brought about by the Congressional em- 
phasis on de-institutionalization. With 
these modifications, H.R. 4925 passed 
the House by voice vote on June 5. 

Meanwhile, the Senate Committee on Labor and 
Public Welfare had considered, without new hearings, 
the health services legislation vetoed by the President 
after the previous Congress had adjourned. This bill and 
another vetoed measure dealing with nurse training were 
combined in S. 66, which was unanimously approved by 
the committee on January 28.'' As approved, the block 
grant provisions of S. 66 were identical to those of the 
final 1974 bill. The Senate passed the measure on April 
10, by a 77 to 14 vote. 

The House-Senate Conference Committee resolved 
the differences between the two versions by accepting all 
the major provisions of the House bill, including the 
lower authorization levels.79 This authorization action 
was a departure from the usual practice of splitting the 
difference in funding levels to arrive at a compromise 
figure, but was taken to lessen the likelihood of a veto. 
With respect to the block grant, only one minor change 
from the House bill was made: a provision of the Senate 
bill, requiring the Secretary of HEW to consult with the 
Secretary of Labor regarding the protection of mental 
health institution employees' rights, was retained by the 
conferees. The conference report on S. 66 was accepted 
by voice votes and without debate in the Senate on July 
14, and by the House two days later. 

The Congressional effort to avoid another veto by 
reducing authorization levels from those of the 1974 bill 
proved unsuccessful. President Ford vetoed the bill on 
July 26. The reasons given were that the cost of the 
included programs still exceeded those in the Admin- 
istration's budget, that the creation of four new categor- 
ical programs was counter to the Administration's 
philosophy regarding the Federal grant structure, and 
that several programs would be continued which the 
Administration wished to terminate." The block grant 
was not among the programs specifically cited in the 
veto message as meriting termination. 

The veto was immediately overridden, however, by 
wide bipartisan margins (384-43 in the House and 67-1 5 
in the Senate), and S. 66 became Public Law 94-92 on 
July 29, 1975. The President's budgetary argument 
clearly had little appeal to Congress. Significant reduc- 
tions in authorization levels under the 1974 bill already 
had been achieved in the attempt at compromise, and 
the fact that these budget arguments were directed at 
authorizations - which nearly always exceed budget 



requests - rather than appropriations made the Admin- 
istration's cost concerns more difficult to defend.*' This 
combination of factors resulted in the first successful 
attempt to override a Presidential veto by the 94th 
Congress, which initially had been characterized by some 
prognosticators as "veto proof." 

Thus, despite the two-year extension, some adminis- 
trative simplification, and the abandonment of attempts 
to specify national programmatic priorities for the 
public health portion of the 314(d) program achieved by 
Public Law 94-63, the future of the block grant 
mechanism in Federal health assistance remains highly 
uncertain. What had begun in FY 1968 as the major 
source of Federal formula grant funds for health 
services, had by 1975 become a relatively small part of 
the Federal health grant structure. The block grant has 
not grown as anticipated by its advocates, either in 
dollar terms or by the folding of other categorical 
programs into the block grant. Instead many new 
categorical programs have been created, including several 
formula grant programs in areas which logically could 
have been covered by expansion of the 314(d) grant.82 
And it is far from clear how well the somewhat 
simplified block grant will fare in future budgetary 
competition with categorical grants. 

Against this legislative history, the operation of the 
314(d) grant must be examined to determine the reasons 
behind Congressional and Executive Branch attitudes 
toward the block grant, and to attempt to sort out 
which of the problems encountered by this program are 
endemic to the block grant, funding mechanism rather 
than specific to the history and environment of this 
program. This will begin with the concluding section of 
this chapter, which probes the objectives of the 314(d) 
grant consolidation. 

CONGRESSIONAL INTENT: 

INITIAL AND EVOLVING 

An assessment, on any level, of whether the 314(d) 
block grant has "worked," must consider what the 
Congressional intent was in enacting the consolidation. 
Ascribing a single or congruent set of purposes to a 
multimembered deliberative body is always a hazardous 
task, but the committee reports on the 314(d) block 
grant point fairly unambiguously to several predomi- 
nating concerns. One was quite simple and straightfor- 
ward - the consolidation of separate grants was a way to 
lessen, for recipients, the administrative burden asso- 
ciated with Federal grants. The other motives were more 
complex. 

Among the most important was the issue of program 
direction, One reading of the record suggests that the 
block grant mechanism was intended to provide greater 
flexibility to state health agencies in the use of Federal 
grant funds. Accordingly, the purpose of the block grant 
section of the Partnership for Health Act was stated as 
assisting the states in "establishing and maintaining 
adequate public health  service^."'^ This impressively 
broad statement of goals, supported by relatively unre- 
strictive procedural and administrative requirements, 
implies that state flexibility in administration was the 
primary goal of the consolidation. Moreover, this inter- 
pretation seems to be confirmed in both the Senate and 
House committee reports from the inception of the 
program to the present, as was noted in the previous 
section recounting the block grant's legislative history. 

Others have read the record differently and have 
found the statements of intent relating to the entire 
Partnership for Health Act, rather than the block grant 
portion alone, more persuasive. From this perspective, 
they argue that innovation, experimentation, and at- 
tempts to reform the health care planning and delivery 
system - not simply the objective of maintaining the 
adequate service - were the ultimate goals behind the 
move to increased state flexibility.84 The version of 
Congressional intent one adheres to will naturally 
condition one's conclusions about the performance of 
the block grant mechanism; hence, a choice must be 
made before proceeding. 

On balance, the record seems to provide support for a 
composite interpretation of Congressional intent. Differ- 
ent sections of the Partnership for Health Act, after all, 
give different emphasis to different reform objectives. 
The block grant, in this context, was designed to provide 
basic, continuing financial assistance to state health 
agencies; by so doing, i t  was anticipated that improved 
capacity would be developed in these agencies for 
handling their expanding responsibilities. With this form- 
ing the foundation, reform and innovation would be 
pursued primarily through the comprehensive health 
planning and demonstration-project grant authorities; 
block grant expenditures would only have to be 
compatible with the comprehensive health plans. While 
not unassailable, this interpretation will be employed 
throughout this report, since i t  appears to be the more 
convincing alternative. 

As alluded to above, another basic facet of Congres- 
sional intent regarding the 314(d) program was that of 
assuring complementarity of the block grant and com- 
prehensive health planning activities. Congress clearly 
viewed the individual pieces of new section 314 (of the 
Public Health Services Act) as forming a consistent 



whole. If state discretion in the use o f  block grant funds 
were to  be productive, close ties to state and local 
assessments o f  health needs and determinations of health 
service priorities - expressed through the comprehensive 
health planning (CHP) process - were essential. While 
Congress stopped short o f  requiring CHP agency approv- 
al of  the expenditure o f  314(d) funds, the statutory 
language requiring the pattern of services supported by 
the block grant to be in accordance with any existing 
comprehensive health plans evidences the intent of  
Congress that the link between these activities should be 
substantial and mutually supportive. The history of  the 
program shows recurring Congressional attempts to 
strengthen this linkage even further, particularly as its 
weakness became more widely perceived. This aspect of 
the Congressional intent regarding the block grant is  
widely recognized and unchallenged. 

An additional concern of the Congress was that the 
block grants funds be used primarily to provide services 
rather than for administrative cats  associated with 
either state or local health agencies. This desire, rather 
than any specific conception o f  the proper state-local 
division of responsibility for the operation o f  the block 
grant, was the impetus behind the requirement that at 
least 70 percent o f  the block grant funds in each state be 
used for "provision of services in communities." Some 
writers have interpreted this requirement to constitute a 
mandated "pass-through" of  block grant funds to local 
health agencies. But both Congressional committee 
reports and HEW policy statements have explicitly and 
consistently interpreted this provision as simply setting a 
l imit on the percentage o f  block grant funds which can 
be expended for purely administrative purposes.85 

Another clear Congressional purpose was that other 
public and non-profit private organizations should ac- 
tively participate with the states in the provision of 
services financed by the block grant. P.L. 89-749 
required - as have all subsequent amendments of the 
act - that 314(d) state plans assure that funds will be 
"made available" by the state to such other organiza- 
tions, so as to "secure maximum participation of local, 
regional, and metropolitan agencies and groups" in the 
.provision of services. This was to extend the partnership 
concept, both between levels o f  government and be- 
tween the public and private sectors, to  the basic health 
services block grant. Since no guidance was given by 
Congress regarding how extensively these funds should 
be made available to other organizations, and in view of 
the unambiguous rejection of a "pass-through" require- 
ment, it is difficult to guage accurately what the 
Congress expected and felt was an appropriate division 
in this area. The permissive HEW interpretation o f  this 

provision has never been challenged by the Congress, 
however, and that may provide some indication of the 
actual intent o f  this language. 

In all of the above areas, Congressional intent appears 
to  have remained relatively constant. But in another 
critical area, the situation i s  entirely different. The 
degree to which block grant funds were to be spent in 
pursuit of  national priorities for health services has been 
the single most important source o f  ambiguity and 
controversy throughout the program's history. In the 
initial legislation, Congress avoided attempts to  prescribe 
particular programmatic priorities for the use of block 
grant funds. The only such stricture was that at least 15 
percent of  the funds were to  be reserved for state mental 
health authorities for financing mental health services, 
and this was done because, in most states, mental health 
and public health responsibilities were assigned to 
different agencies. Thus, the states were left with very 
wide latitude concerning the content of  the block grant 
state plans and service delivery activities. Beginning with 
the 1970 amendments, and accelerating with each 
subsequent revision of the authorizing legislation, how- 
ever, Congress began to mandate attention to specified 
problems o f  national importance. This trend toward 
recategorization o f  the block grant evolved from initial 
directions that state plans must cover provision of 
alcohol and drug abuse services "commensurate with the 
extent o f  the problem," to the incorporation in the 
vetoed 1974 health services legislation of a new 22 
percent earmark for hypertension services. I t  is  in this 
issue o f  program content that the fundamental tension 
of the block grant mechanism - between supporting 
basic state and local activities in a given function, on one 
hand, and pursuing specific national priorities, on the 
other - i s  most clearly highlighted.86 The history o f  this 
program suggests that an inherent instability o f  the 
block grant on this point, given the inability on all sides 
- Congress, HEW, and the states - to resolve the 
program's basic purpose has dominated the evolution of 
the 31 4(d) block grant. 

HEW INTERPRETATION OF THE 
LEGISLATIVE INTENT 

The details of  HEW'S administration of the 314(d) 
block grant will be covered later in this report. A t  this 
point, it i s  sufficient to observe that the department's 
overall policy regarding the administration o f  the block 
grant was to ensure largely unrestricted state flexibility 
in the use of Federal funds, and to remain neutral, for 
the most part, with respect to state program content. 
There were modifications in this approach over time, but 



in contrast to the Congressional pattern, HEW policy administrative practice poses intriguing questions about 
evolved from modest attempts to control state program the relative strength of different forces affecting block 
activities at the outset to virtually no such attempts in grant administration at the Federal level. 
more recent years. Since HEW officials were certainly Against this background of the objectives of the 
aware of the development of Congressional thinking consolidation, attention now will shift to the manner in 
regarding accountability and responsiveness to national which the block grant has been administered by Federal 
health service priorities, this contrasting evolution in and state officials. 
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Chapter 111 

Federal Administration 

I 
n all Federal grants, the link between the legislative 
design of the program and i t s  state and/or local 
implementation is  provided by Federal agency admin- 

istration. The character of this link is of paramount 
importance to the ultimate performance of any grant 
program; in the case of block grants, the Federal 
administrative role in program execution i s  particularly 
delicate and crucial. This chapter traces HEW administra- 
tion of the 314(d) block grant and attempts to identify 
the forces which shaped the department's style of 
administration. The environment, organizational loca- 
tion, and staffing of the program are considered first, 
followed by analysis of the content and tone of Federal 
administration in the block grant. 

The intent here i s  not to judge the adequacy of HEW 
program management but to extract lessons from this 
program - the first major grant consolidation - which 
can illuminate some fundamental features of block grant 
administration. These lessons are of basic significance 
when considering the proper scope and application of 
the block grant funding mechanism. They, after all, 
along with the counterpart lessons derived from examin- 
ing state block grant administration, are the primary foci 
of this section of the report. Throughout, then, the 
emphasis will be on the fundamental block grant 
issue - the balance struck between recipient flexibility 
and responsiveness to national priorities. 

FEDERAL ORGANIZATION AND STAFFING 

Administrative theory contends that the organiza- 
tional placement of a given responsibility, and the 



backgrounds and interests of the persons charged with 
the responsib \i lity, will have an important bearing on the 
manner in which the responsibility is carried out. 
Accordingly, a description of the locus and environment, 
within HEW, of responsibility for administering the 
314(d) block grant precedes discussion of the exercise of 
that responsibility. 

Currently, the public health portion (85%) of the 
314(d) program is administered in the HEW central 
office by the Bureau of Community Health Services, an 
organization whose other duties include the operation of 
formula and project grant programs directed at particu- 
lar health problems or client groups, such as maternal 
and child health, family planning, and migrant health. Of 
this bureau's total FY 1975 budget authority - $726 
million - the 314(d) program constituted approximately 
12 percent. The entire Bureau of Community Health 
Services i s  one component of the Health Services 
Administration, in which responsibility for most public 
health services programs is lodged. The Health Services 
Administration, in turn, joins with five other agencies 
concerned with mental health and drug and alcohol 
abuse (Alcohol, Drug Abuse and Mental Health Adminis- 
tration), health planning and resources development 
(Health Resources Administration), health and medical 
research (National Institutes of Health), direct Federal 
provision of preventive health services (Center for 
Disease Control), and regulatory activities (Food and 
Drug Administration), to constitute the purview of 
HEW's assistant secretary for health. This larger organi- 
zational entity encompasses most of HEW's major 
health grant programs. Yet, the department's two largest 
health programs - Medicare and Medicaid - are adminis- 
tered by still other agencies within HEW.' Thus, 
administrative responsibility for the 314(d) program is 
placed many layers down from the top of the HEW 
hierarchy, as is the case for most other grant programs. 

The mental health portion of the 314(d) block grant 
i s  administered by the National Institute of Mental 
Health, within HEW's Alcohol, Drug Abuse, and Mental 
Health Administration. This split responsibility was not 
so pronounced in the initial years of the Partnership for 
Health Act, when a predecessor agency (the Health 
Services and Mental Health Administration) encom- 
passed all five major portions of the act. Even then, 
however, mental health program specialists handled the 
mental health part of the block grant. Within HEW, the 
mental health portion of the block grant i s  administered 
much like any other categorical formula grant program. 
For this reason, this chapter deals almost exclusively 
with the public health services component of the block 
grant. 

Central office responsibilities for the 314(d) program 
are largely limited to preparation of program regulations 
and issuance of program policy and guidance material. 
Within the Bureau of Community Health Services, one 
person is assigned part-time to the program for these 
purposes. Day-to-day program administration is  decen- 
tralized to health staff in the ten HEW regional offices. 
Manpower allocated to the 314(d) program varies 
slightly from region to region, but common practice i s  
for two persons in each regional office to spend a 
portion of their time on the block grant, one for 
programmatic concerns and one for financial manage- 
ment matters. Typically, these persons will have several 
other responsibilities of at least comparable importance 
to the 314(d) block grant. Regional office staffing 
guidance material suggests that each region assign one- 
half man-year to this program annually; even this level, it 
should be noted, would represent an increase in staff 
allocated to the program in many regions. As will be 
discussed later, some regions experienced a period of 
several years during which no one was assigned program- 
matic responsibility for the 314(d) block grant. 

This study has not developed detailed information on 
the backgrounds of HEW staff assigned to the 314(d) 
program. Some general observations in this regard can be, 
made, nonetheless. At the time of the consolidation in 
1966, staff for implementing the new programs, includ- 
ing the block grant, were drawn mainly from the prior 
categorical programs folded into 314(d) or from other 
categorical health programs, supplemented naturally by 
new employees.2 This was true in both the central and 
regional HEW offices. Through time, normal staff 
turnover increased the proportion of new employees 
assigned to 314(d); but i t  is s t i l l  true that most 314(d) 
staff had experience in the administration of categorical 
health grant programs exclusively, and now divide their 
time between the block grant and other categorical 
health programs.3 In nearly all cases, then, they work in 
an environment in which the categorical grant, with i t s  
different administrative implications, predominates. In 
short, the administration of a block grant is foreign to 
the traditional and dominant way of doing business for 
most of the 314(d) program administrators. 

BASIC POLICY SHIFTS 

The policy environment within which the 314(d) 
block grant has been administered i s  also important to 
note. In the first few years of the program's history, the 
departmental posture was to request significant funding 
increases for the block grant. These requests were 
accepted by the Bureau of the Budget, and incorporated 



into the Administration's budgets! Administration sup- 
port for the program declined during the 1969-73 
period, however, both within HEW and in the Office of 
Management and Budget (OMB), as reflected in i t s  
acquiescence in the relatively stable funding levels 
established by Congress. Advocacy for the program 
reached i t s  nadir during 1974 and 1975, when the 
Administration proposed termination of the 314(d) 
block grant. It is  significant that the 314(d) program had 
not been identified as a candidate for termination by 
OMB, but by the department itself, in response to OMB 
requests for suggestions regarding where funding reduc- 
tions could be achieved. Within HEW, the nomination of 
the 314(d) program came from the Health Services 
Administration, and was accepted with no controversy 
by higher policy levels in HEW, and by OMB. 

The Administration's legislative proposal for termina- 
tion of the 314(d) block grant was accompanied by 
proposed recision of i t s  budget authority for the last half 
of FY 1975.' Strenuous and sustained objections from 
state and local health officials succeeded in convincing 
the Administration to discontinue that approach; never- 
theless, it continued to argue against extension of the 
314(d) legislative authority. In brief, then, the program 
enjoyed initial vigorous support from top policy levels in 
HEW and from OMB, followed by years of passive 
support at best. Having described the environment 
within which the 314(d) block grant i s  administered at 
the Federal level, the content of administrative policy 
for this program may be examined. 

FEDERAL EXECUTIVE POLICY TOWARD 
BLOCK GRANT ADMINISTRATION 

This section deals with the style of Federal block 
grant administration exhibited in the 314(d) program. It 
will be argued that two distinct such styles were 
employed, one for the initial period of Federal adjust- 
ment to the new administrative problems posed by a 
block grant, and a second representing the pattern of 
administration adopted by HEW for the post-1970 
period. In this section, an administrative style will be 
considered to be partly manifested in six key administra- 
tive activities: direct influence over state program 
content, as expressed in review and approval of 314(d) 
state plans; resolution of any disputes between state and 
Federal officials arising from this review or other Federal 
administrative activities; provision of technical assistance 
to state health agencies; program monitoring and en- 
forcement of requirements for state program reporting; 
substantive program evaluation; and financial auditing of 
state and local programs. A style of administration also 

is  reflected in the way statutory requirements are 
translated into program policy through regulations and 
guidelines. In many of these areas, it will be essential to 
distinguish between formal statements of policy and the 
informal policy implied in actual practice. 

It should be noted at the outset that Federal 314(d) 
program administration i s  largely decentralized. Respon- 
sibility for the administrative activities mentioned above 
i s  lodged in HEW regional offices. Development of broad 
program policy, through the issuance of regulations and 
guidelines, i s  a central office responsibility, as i s  program 
evaluation. Resolution of state-Federal disputes involves 
both central and regional staff. Central office responsi- 
bilities are discussed first. 

Central Office Policy Development 

In the development of program regulations and 
guidelines, three major interpretive tasks confronted 
Federal administrators during the course of the program. 
One such task concerned the extent of local agency 
involvement in the basically staterun program. The 
initial legislation mandated that 314(d) funds be used to 
"make a significant contribution toward providing and 
strengthening public health services" in localities, and 
that they be made available to other agencies to secure 
"maximum participation" of local agencies and groups. 
Program regulations and guidelines followed the Con- 
gressional example and failed to clearly define what 
would constitute a significant contribution toward 
strengthening local health services or achievement of 
maximum local participation. The only guidance regard- 
ing the strengthening of local health services was that 
this would be measured by the extent to which all areas 
of the state would be served, and by expansion or 
reorganization of existing services and development of 
new  service^.^ This call for reprogramming and some 
innovation was counterbaianced, however, by statements 
that decategorization "in no way implies that the 
activities previously supported by such grants should be 
discontinued or de-emphasized."' Yet, the following 
paragraph relays the expectation that new and different 
methods of service provision would be funded where 
innovation was needed. A state health official might 
have experienced some difficulty in determining what 
the Federal policy was with respect to innovation in, and 
the strengthening of, local health services under 314(d); 
though the level of funding, the strength of ongoing 
program advocates, and the cautionary reminder that 
such programs need not be discontinued tended to 
eliminate most doubt. 

Statutory language regarding maximum local partici- 



pation was given less amplification in the 314(d) 
guidelines, which merely echoed the requirement that 
funds be "made available" to local agencies and orga- 
nizations. No target figure for such suballocations was 
suggested, nor were the methods by which such funds 
should be made available specified, except to say that, in 
decisions on suballocation, the state must consider 
whether the proposed services would be of high priority, 
high quality, and addressed to localities with the greatest 
need for such services.* When the 1967 amendments 
required that at least 70 percent of 314(d) funds be used 
for provision of services in communities, this require- 
ment was interpreted as placing a limit on state 
administrative expenses rather than mandating alloca- 
tions to local agencies for service provision; the guide- 
lines were clear in stating that direct state expenditures 
for services, for training, and for disease prevention were 
acceptable for meeting the 70 percent re~tr ict ion.~ This 
broad interpretation was congruent with the legislative 
intent, as expressed in committee reports and described 
earlier in this report.' O 

A second important interpretive task concerned the 
integrity of the components of the Partnership for 
Health Act, in particular the relationship between the 
block grant and the state and areawide comprehensive 
health planning programs. The law required that block 
grant services be "in accordance" with any existing state 
comprehensive health plans. Program regulations and 
guidelines stipulated that this requirement was pertinent 
only i f  the state comprehensive plans specifically in- 
cluded recommendations for services under the 314(d) 
plan.11 This interpretation did nothing to encourage 
close linkage between these portions of the Partnership 
for Health Act, as was envisioned by many of i t s  
Administration and Congressional supporters. On the 
other hand, the regulations and guidelines provided a 
mild stimulus for furthering the spirit of the law by 
requiring state agencies to "consider" any comments 
made by local comprehensive health planning (CHP) 
bodies in deciding among requests from local agencies 
for 314(d) funds.12 Still, neither the states nor local 
applicants for 314(d) funds were actually required to 
make such applications available to areawide CHP 
agencies for review, nor was a specific time period for 
this or other reviews mentioned in the guidelines. The 
state agency was completely free to decide against the 
recommendation of the areawide CHP body, and was 
not required to notify that body of either its disposi- 
tions on local applications or the overall pattern of 
service provision supported by 314(d) funds in the CHP 
geographic area. On balance, the pattern of Federal 
program administration did little to spur a close linkage 

between the comprehensive planning and service delivery 
components of the Partnership for Health Act. 

The final interpretive task discussed here entails 
clarification of the fundamental purpose of the consoli- 
dation - whether the block grant was intended to 
support basic state and local health services, or to 
further particular national programmatic priorities in 
health. Federal program officials received little guidance 
on this point from Congressional action, but could have 
attempted to communicate their interpretations of 
program purpose with a view to ameliorating this 
ambiguity. Alternatively, they could have recognized 
this inherent dilemma and indicated criteria which 
would be applied in particular instances to decide 
whether Federal control over, and accountability for, 
program content were of greater importance than 
recipient flexibility, thereby providing some guidance 
regarding where the limits, if any, to state and local 
flexibility under the block grant might lie.13 Either 
course would have been difficult, given the statutory 
ambivalence on this matter. Federal program guidelines 
do not indicate a consistent approach to this issue. On 
one hand, the guidelines assert that the intent of the law 
is to provide states with flexibility in order to permit 
targeting of Federal funds on problems of greatest need 
and priority. They also stressed that recipieni planning 
and evaluation should guide the use of these funds, and 
that new and innovative approaches to health services 
were expected under the block grant. On the other hand, 
the same document emphasized the continuing impor- 
tance of existing services supported by the prior cate- 
gorical health grants, and went beyond the statutory 
language in suggesting some types of service "encour- 
aged" by the act, and in directing that state plans show 
that services "include special attention to the health 
needs of high-risk population groups in terms of age, 
economic status, geographic location, or other relevant 
factors."14 

One last point on the matter of Federal interpretation 
of the block grant's legislative requirements involves the 
frequency with which such interpretations were revised 
and reissued. The legislative history shows a clear trend 
to recategorization over the years. While program regula- 
tions were issued and reissued at least four times, largely 
in response to substantive statutory amendments, inter- 
pretive guidelines have not been published since the 
initial 1968 program year. In addition, the 1970 
legislation requirements for attention to alcohol and 
drug abuse problems within the block grant were not 
incorporated in revisions to the regulations until very 
late in 1972, an unusually long lapse in a fundamental 
administrative responsibility. Thus, formalized Federal 



efforts to communicate to the states the evolving 
direction of the program were minimal, and were a 
source of complaints by both state and Federal regional 
office personnel. This record certainly reflects the low 
priority ascribed to the block grant within HEW in later 
years. Whether this low priority reflects Public Health 
Service frustration with an unfamiliar and ambivalent 
form of financial assistance - one which clearly suffered 
from decreasing Congressional support in comparison 
with categorical grants - is  more difficult to determine, 
though some observers make this case persuasive~y.'~ 

Day-to-Day Administrative Activities 

Relatively distinct phases in Federal administration of 
the 314(d) block grant are more easily discerned in 
discrete day-to-day administrative activities than the 
broad process of interpreting program purpose and 
requirements. Toward that end, six major components 
of Federal administration were listed in the introduction 
to this section. Although sources of information regard- 
ing these components of Federal administrative practice 
in the 314(d) program are fragmentary and not plentiful, 
their findings are consistent and permit description of 
the Federal role with some confidence. 

The first such activity considered here is  evaluation. 
At least three different levels of evaluation are possible: 
assessment of the effectiveness of Federal and state or 
local program implementation; evaluation of the scope, 
content, accessibility, and efficiency of service provision 
under the program; and determination of the impact of 
those services in terms of ultimate program goals - in 
this case, the health of people served. In the 314(d) 
block grant, all three forms of evaluation are primarily 
central office responsibilities. Though one might expect 
that the switch from categorical to block grant adminis- 
tration would be marked by increased Federal emphasis 
on evaluation (plus auditing and technical assistance) as 
a means of influencing state and local programs and 
maintaining Federal accountability, very little evaluation 
of any kind has been conducted for the health services 
block grant; in fact, in the first seven years of program 
operation, only one evaluation had been performed. 

This 1970 effort was a management-oriented evalua- 
tion directed at state program administration, performed 
under contract with an Atlanta-based consulting firm.16 
It focused on linkages between 314(d) resource alloca- 
tion decisions and state and local comprehensive plan- 
ning supported by sections 314(a) and (b) of the Public 
Health Service Act, and on how, procedurally, state 
agencies were responding to the mandate to provide 
special attention to the health needs of "high-risk 

populations," especially residents of "Model Cities" 
areas. The study was spurred by central office interest in 
increasing the use of PHs programs in support of Model 
Cities programs. I t  only tangentially addressed the 
nature of services supported by the block grant, and did 
not attempt to assess the impact of those services. The 
study does not appear to have been used to shape 
program policy. 

In 1975, as uncertainty and controversy over the 
continued existence of the program peaked, a second 
evaluation was initiated by the Health Services Adminis- 
tration. This short-term study was to provide HEW with 
a capsule view of program operation in four states and 
four HEW regional offices, and i s  in progress.17 No 
other management evaluations have been conducted by 
Federal central or regional offices, either directly or by 
contract. No HEW evaluations of 314(d) service delivery 
or of service impact have been conducted by any 
means.' 

Although not strictly an evaluation, a major attempt 
to obtain information on state expenditure of 314(d) 
funds should be briefly mentioned here. Most HEW 
program legislation, including 314(d) permits expendi- 
ture of up to 1 percent of each program's funds for 
evaluation studies.19 A portion of these funds has been 
used over the last four years to support the development 
of the Health Program Reporting System (HPRS). This 
project, receiving approximately $400,000 per year, i s  
operated by the Association of State and Territorial 
Health Officials (ASTHO)." This effort was initiated by 
ASTHO because of i t s  dissatisfaction with HEW'S failure 
to develop a uniform program reporting system which 
could provide adequate responses to Congressional in- 
quiries regarding the 314(d) and other programs. After 
an initial three years of exploration, the project was 
extensively evaluated and extensively revised. The first 
complete set of data from the revamped system was 
assembled in 1975. This is the only source of state-by- 
state fiscal data which not only reports on the 314(d) 
program, but also compared this funding source with 
other financial support for state health department and 
related programs. 

In its early years, many state health officials com- 
plained about the extent of detail in the system and its 
lack of utility at the state level. There now is a growing 
consensus among state health officials as to i t s  present 
and potential usefulness. An initial but limited probe 
indicates that problems remain in reconciling the sys- 
tem's data with that of individual state accounting 
systems.21 The goal, however, i s  to have states report 
data consistent with what would be reported to their 
legislature or assembly. Since the HPRS has only begun 



to yield results, it has not yet been used widely in 
formulation of Federal program policy. The data, 
however, were effectively used by ASTHO in communi- 
cations to the Congress which supported the override of 
the President's veto of S. 66. 

These three efforts are the" totality of Federal 
Executive Branch evaluation efforts directed at the 
health services block grant, though the General Account- 
ing Office i s  now conducting its first study of the 
program. Each i s  quite limited in scope and none has yet 
been used to affect program administration. While no 
objective data was obtained on evaluation practice under 
the prior categorical programs, regional staffs describe it 
as having been more extensive than the practice under 
3 1 4 ( d ) . ~ ~  It may be that evaluation of 314(d) is 
considered a state responsibility, as one source has 
suggested.23 Yet, Federal officials have not insisted 
upon stateconducted evaluations of this program. 

Closely related to evaluation i s  the performance of 
program audits. A quasi-independent agency within the 
department, the HEW Audit Agency, conducts program 
audits. These can be initiated by the audit agency itself, 
or by program officials; a recent innovation allows 
regional staff to suggest audits. The scope of these audits 
frequently extends beyond financial propriety to state 
and local program management and service delivery. 
Federal 314(d) administration has never been the subject 
of an audit agency review. Even though the program is 
in its ninth year of operation, very few state programs 
have been audited.24 This is  so despite the fact that the 
results of some audits do not suggest that the program 
was so well managed as to require little additional 
review. Regional office staff assigned to the 314(d) 
program are aware of the infrequency of audits and are 
critical of this practice. Some observers believe audits 
should be utilized more extensively under block grants 
than categorical,25 but the perception of many Federal 
officials involved in this program i s  that the reverse has 
occurred.26 

When considering regional office responsibilities, the 
Federal role in the preparation and review of 314(d) 
state plans must be assessed. In the pre-consolidation 
period, regional staff viewed the nine small formula 
grants as basically state entitlements, but nevertheless 
worked with the states in preparing the state plan for 
each program, and later reviewed these plans with the 
intention of exerting some Federal control over the 
content of state programs.27 This pattern was continued 
in the initial years of block grant administration, with a 
handful of state plans challenged by regional officials 
prior to 1971. These officials sought to withhold block 
grant funds from the offending states until deficiencies 

in the plans were rectified. Each of these attempts was 
vetoed by the central office, which informed the regions 
that the states were entitled to these funds, and that 
payment could not be withheld. Up to this point, there 
had been no central direction to the regions on plan 
review; accordingly, regional review and reaction to state 
problems were not uniform.28 Regional response to this 
policy was to give only perfunctory attention to 
program content during plan review, but several regions 
continued to work with their states in developing 
management-by-objective (MBO) systems to guide prep- 
aration and execution of the state plans. 

Before these systems were fully operational, a central 
policy change deeply affected their implementation. The 
requirements for detailed state plans in all Public Health 
Service formula grant programs were reviewed as part of 
the Nixon Administration's Federal Assistance Review 
project. These reviews concluded that the 314(d) state 
plans were a burden on the states and were not utilized 
by Federal officials.29 A recommendation that these 
detailed plans be replaced by a simple "pre-print" state 
plan document, containing only state assurances that a 
detailed plan had been prepared which met all applicable 
Federal requirements, was accepted by program adminis- 
trators. The institution, by regulation,30 of the Simpli- 
fied State Plan Review System in 1972 caused the 
regions to discontinue their work with the states on 
MBO systems. Combined with the constant 314(d) 
appropriations after 1970 (while new categorical pro- 
grams were legislated and expanded with the encourage- 
ment of HEW), the new system was the signal for 
regional staff to cultivate a profound disinterest in the 
program. Henceforth, attention paid to the block grant 
was sporadic, with several regions experiencing a period 
of years in which no one was assigned programmatic 
responsibility for 314(d). Regional staffs report only 
infrequent contact with the states regarding the plans; 
site visits to verify the "pre-print" certifications are 
often interspaced by years; and virtually no visits were 
conducted between 1972 and 1 974.31 I t  appears that 
314(d) state plan preparation and review have become 
largely paper exercises. 

The next activity reviewed i s  the provision of 
technical assistance to states or localities. There are two 
distinct ways such assistance i s  provided in the 314(d) 
program: the first i s  the familiar practice of consulta- 
tion, advice and technical guidance by Federal regional 
staff; the second entails the long-term assignment of 
Federal personnel to a state or local health department 
with his salary paid from the state's allotment of 314(d) 
funds. The latter method was widespread in the prior 
categorical programs and seems not to have been 



affected by the consolidation. The former practice, 
however, has changed under the block grant. As in the 
case of state plan review, the provision of this form of 
technical assistance initially continued the categorical 
pattern. With the decline of Federal attempts to sub- 
stantively review state 314(d) programs after 1970, the 
provision of technical assistance was sharply reduced.32 
Whether this reduction was the result of diminishing 
Federal interest in the program or of a declining state 
demand in light of perfunctory Federal program review, 
is problematic. 

Other activities exhibiting distinct phases are program 
monitoring and enforcement of reporting requirements. 
Monitoring via si te visits to state or local health 
departments declined after 1970 and i s  now minimal,33 
as described in the above discussion of state plans. States 
are required to submit budgets and expenditure reports 
for 314(d), but the lack o f  common formats for these 
items undermines their usefulness. States are often very 
late in submitting these reports, and some have never 
been submitted. In such cases, regional staffs usually 
write to the states requesting the information, but 
seldom follow up to insure that the information i s  
provided. Since the earlier unsuccessful attempts to 
force recalcitrant states to submit these materials, the 
regions have generally avoided confrontations over re- 
porting requirements. Little attempt is made to verify 
the content of reports when submitted, though a recent 
review in three states found these were often inac- 
curate.34 In short, all aspects of program monitoring 
appear to be treated more lightly under the block grant 
than under the prior categorical programs folded into 
314(d), or under current, categorical, health, formula 
grant  program^.^' 

The last activity under consideration is the resolution 
of disputes between the state and Federal program 
officials. Such disputes have been rare since the unsuc- 
cessful attempts to disapprove state plans, but a few 
have occurred. One example may illustrate current 
conflict resolution processes. In October 1974, one 
regional office believed a state was not complying with 
the 314(d) maintenance-of-effort requirement. The state 
was notified of this and was requested to explain 
whether expenditure of non-Federal funds under the 
314(d) plan was actually lower than that of the 
preceding year. Four months later, no answer had been 
received from the state. No further action was taken by 
the region, and it would seem none i s  contemplated.36 
Apparently s t i l l  gun-shy from the 1970 embarrassments, 
and believing they should not attempt to interfere with 
the state programs, the regions earnestly avoid conflicts 
with the states. When a problem arises that cannot be 

ignored, as above, the region will notify the state and 
request corrective action. If it is not forthcoming, the 
region will desist, since they believe the central office 
has informally instructed them to do so. 

STATE PERCEPTIONS O F  FEDERAL BLOCK 
GRANT ADMINISTRATION 

The preceding description of Federal block grant 
administration draws from both objective evidence and 
the perceptions of Federal 31 4(d) officials about their 
work, as reported by previous studies. It i s  important to 
determine whether this picture of Federal administrative 
style i s  the same one seen by the states, in order to 
provide a balanced view of 314(d) administration. Table 
2 presents state perceptions of which elements of 
Federal administration have changed since the consolida- 
tion, and the direction of change. These responses 
indicate that the states perceive a very definite change in 
all components of Federal administration, a change 
which, at a national level, i s  uniformly in the direction 
of a less substantial Federal role.37 

With respect to preparation of 314(d) state plans, six 
states report a greater Federal role now than before 
consolidation; 35 states report the reverse; and eight 
perceive no change. In what is perhaps the most sensitive 
area and the one in which the greatest postconsolidation 
adjustment had to occur, Federal review of state plans, 
six states report a stronger Federal role, 26 a diminished 
role, and 15 no change. In three other functions, the 
perception is  overwhelmingly unidirectiona. In monitor- 
ing, only one state perceives a stronger Federal role now, 
while 33 believe i t  has diminished, and 15 report no 
change. Only two states perceive a stronger role now in 
technical assistance, which i s  seen as decreasing by 32 
states, and unchanged by 15. Three states find financial 
reporting requirements and enforcement more sub 
stantial now, while 28 report a lesser Federal role, and 
18 no change. Evaluation shows the most dramatic 
change, with not a single state reporting a greater 
Federal role under the block grant; 32 perceiving a 
decline, and 16 no change. Auditing produces somewhat 
different responses; two states note a stronger role and 
20 a lesser role, but fully 26 observe no change. This 
may be partially explained by the independence and 
organizational separateness of the HEW Audit Agency; 
whatever the reason, on this function state and Federal 
perspectives do not agree as closely as in other aspects of 
block grant administration. 

As shown later in Table 7, Reasons for Manner o f  
State Administration, only three states mentioned Fed- 
eral suggestions as a factor in their handling of the 



Table 2 

State Perception of Changes in Federal Administrative Roles as a Result 
of Consolidation of Formula Grant Programs into the 314(d) Block Grant 

Elements o f  Federal Administration ' 
States, by  State Technical State Program Financial 

Federal Plan Prep- Assistance Plan Monitor- Evaluation Report- Auditing 
Region aration Review ing ing 

REGION I 
Connecticut 
Maine 
Massachusetts 
New Hampshire 
Rhode Island 
Vermont 

REGION I1 
New Jersey 
New York 

REGION Ill 
Delaware 
Maryland 
Pennsylvania 
Virginia 
West Virginia 

REGION I V  
Alabama 
Florida 
Georgia 
Kentucky 
Mississippi 
North Carolina 
South Carolina 
Tennessee 

REGION V 
Illinois 
Indiana 
Michigan 
Minnesota 
Ohio 
Wisconsin 



Table 2 (Continued) 

State Perception of Changes in Federal Administrative Roles as a Result 
of Consolidation of Formula Grant Programs into the 314(d) Block Grant 

REGION VI 
Arkansas 0 
Louisiana - 
New Mexico - 
Oklahoma - 
Texas + 

Elements of Federal ~dministration' 

REGION VII 
l owa - 
Kansas - 
Missouri - 
Nebraska 0 

REGION V l l l  
Colorado - 
Montana 
North Dakota - 
South Dakota 3 
Utah - 
Wyoming - 

Financial 
Report- 

Ing 

REGION IX 
Arizona 0 
California - 
Hawaii 
Nevada - 

Evaluation 

REGION X 
Alaska - 
Idaho - 
Oregon 0 
Washington - 

Program 
Monitor- 

ing 

KEY: + =greater Federal role 
- = lesser Federal role 
0 = no change in Federal role 

State 
Plan 

Review 

' ~ n  "Other" category was included in the questionnaire, bu t  no state so responded. 
2~mb iguous  response; not used in  tabulations. 
3~espondent did not know whether the Federal role had changed since 1967. 

Technical 
Assistance 

States, by 
Federal 
Region 

Auditing I State 
Plan Prep- 

aration 

Source: AClR compilation of state health department (or equivalent) responses t o  AClR survey questionnaire of Apri l  1975. 



Table 3 

State Reporting of Disputes with Federal Officials Regarding the 314(d) 
Block Grant 

REGION I 
Connecticut 
Maine 
Massachusetts 
New Hampshire 
Rhode Island 
Vermont 

REGION II 
New Jersey 
New York 

REGION Ill 
Delaware 
Maryland 
Pennsylvania 
Virginia 
West Virginia 

REGION IV 
Alabama 
Florida 
Georgia 
Kentucky 
Mississippi 
North Carolina 
South Carolina 
Tennessee 

REGION V 
Illinois 
Indiana 
Michigan 
Minnesota 

Has a Dis- Was Resolu- 
States, by pute Ever tion Fair? 
Federal Occurred? Subject of Dispute 
Region 

Don't Not 
Yes No Know Yes No Applicable 

Reporting requirements 

X 

X X 
Fund allocation in transition 
period X 

Interpretation of 70 percent rule X 

Local merit system requirement X 



Table 3 (Continued) 

State Reporting of Disputes with Federal Officials Regarding the 314(d) 
Block Grant 

Ohio 
Wisconsin 

REGION VI 
Arkansas 
Louisiana 
New Mexico 
Oklahoma 
Texas 

REGION VII 
Iowa 
Kansas 
Missouri 
Nebraska 

REGION V l l l  
Colorado 
Montana 
North Dakota 
South Dakota 
Utah 
Wyoming 

REGION IX 
Arizona 
California 
Hawaii 
Nevada 

REGION X 
Alaska 
Idaho 
Oregon 
Washington 

Was Resolu- 
tion Fair? 

Region 

Federal pressure for innovation X 

Subject of Dispute 
States, by 
Federal 

Transfer of funds 

Has a Dis- 
pute Ever 
Occurred? 

X 

Planning and 

Don't 
Know Yes 

Pending 

Not 
Applicable Yes No 

~g procedures X 

No 

Swm: AClR compilation of state health department (or equivalent) responses to AClR survey questionnaire of April 1976. 



314(d) block grant; still, the maintenance of an audit 
trail was cited by 26 and ease of Federally required 
planning and reporting by 26, so some Federal require- 
ments were factors in these decisions. Moreover, as Table 
9 will show, eight states said Federal officials were major 
actors in 314(d) allocation decisions, 17 said they were 
minor actors, and 19 reported no important role for 
Federal staff in this decision. These figures seem to 
suggest a stronger Federal role than those in Table 2, but 
they cover absolute answers pertaining to 314(d) only, 
while the latter show comparisons between the block 
grant and prior categorical programs. Hence, they are 
not necessarily contradictory. States view the Federal 
role as declining but st i l l  significant in many cases; and 
they are apparently more inclined to view the Federal 
role in this light than are Federal officials themselves. 
Lastly, Table 3 indicates that only seven states reported 
ever having a dispute with Federal officials regarding 
314(d). One such case is  pending, but all except one of 
the earlier disputes were resolved to the satisfaction of 
the states. 

In summary, Federal administration of the 314(d) 
block grant has been marked by a transitional period 
(roughly fiscal years 1968 to 1970) of uncertain 
adaptation to an unfamiliar grant mechanism, capped by 
unsuccessful attempts to retain a degree of Federal 
control over state programs. This was followed by slow 
adoption of the laissez faire attitude toward state 
administration and program content which characterizes 

the current Federal administrative style for 314(d). 
Manpower assignments to the program are very low, as i s  
the current level of interest in the program on the part 
of most regional staff assigned to it. This declining 
administrative activity is  generally matched by, and 
interrelated with, a lack of enthusiasm for the program, 
both by higher levels in the Executive Branch and by 
Congress at budget time. From their perspective, most 
states report a significant decline in Federal involvement 
in the program since the consolidation. One observer has 
suggested that certain functions - especially evaluation 
and auditing - ought to receive more emphasis under a 
block grant, while others should remain stable or decline 
in importance.38 Yet, this clearly has not happened. The 
lack of a normative model for block grant administration 
has undoubtedly made the transition more difficult for 
Federal program officials,39 though how much differ- 
ence such a model would have made in the way this 
program evolved i s  hard to assess. In this context, it i s  
interesting to note the absence of pronounced regional 
variation in the state perceptions highlighted in Table 2. 
Apparently, after initial unevenness stemming from 
insufficient formal communication of program policy, 
the regions coalesced around the informal policy of not 
"interfering" with the states and their 314(d) "entitle- 
ments." 

Having examined the Federal response to block grant 
legislation, the report next considers the patterns of 
state block grant administration. 
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6 ~ . ~ .  Department of Health, Education and Welfare, Public 

Health Service, Grants to States for Public Health Services, 
Section 314(d) of the Public Health Service Act, Regulations, 
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Chapter I V 

and Attitudes 

his chapter describes the different ways states 
administer the public health portion of the 314(d) 
grant. The mental health funds within the block 

grant are generally not treated, since they are allotted 
separately to state mental health authorities,. and are 
administered apart from the public health portion of the 
block grant in most states. An overview of the states' 
approach to the block grant i s  presented first. Next i s  a 
treatment of the state decision-making process as applied 
to the use of 314(d) funds. Discussion of the reality of 
block grant flexibility follows treatment of the role of 
local governments and the private sector in this program. 
After an analysis of state expenditures under the 
program, the chapter concludes with consideration of 
state attitudes toward this block grant. 

OVERVl EW 
OF STATE ADMINISTRATION 

At the beginning of each fiscal year, HEW'S Health 
Services Administration notifies each state health and 
mental health authority of the amount of 314(d) funds 
available to it. The public health and mental health 
funds are separated for each state by HEW, with 15 
percent automatically allotted to the mental health 
authority unless that would result in a lower allotment 
for mental health than occurred in fiscal year 1967, or 
unless state officials recommend a higher percentage for 
mental health.' In no case is  the mental health allotment 
adjusted to less than 15 percent. This option has seldom 
been exercised, as Table 4 shows. Consequently, the 



- 
Table 4 

i Percentage of 314(d) Funds Allocated to Mental Health, FY 
1968-1975, in States Which Allocated More Than the Minimum 15 percent1 

Fiscal Year 

State 1968 1969 1970 1971 1972 1973 1974 1975 

Arizona 23.8 17.9 17.3 - - - - - 
Hawaii 20.4 17.8 16.1 16.6 - - - - 
Trust 

Territories - - 21.9 17.4 - - - - 
Utah - 27.0 22.6 26.0 26.4 26.4 26.2 26.0 
Vermont - 18.8 - - - - - 
'Percentages not shown are 15.0, the statutory minimum. 

Source: 314(d) program staff, Bureau of Community Health Services, Health Services Administration, HEW. 

Table 5 

Organizational Placement of State Public Health Authorities 

Policy Guid- 

States 

Policy Guid- 

Consolidated Human Re- State 

U.S. Totals 21 29 40 10 

Alabama X X Montana X X 
Alaska X X Nebraska X X 
Arizona X X Nevach X X 
Arkansas X X New Hampshire X X 
California X X New Jersey X X 
Colorado New Mexico X X 
Connecticut X X New York X X 
Delaware X X North Carolina X X 
Florida X X North Dakota X X 
Georgia X X Ohio X X 
Hawaii X X Oklahoma X X 
Idaho X X 0-a X X 
Illinois X X Pennsylvania X X 
Indiana X X ~ h o d e  Island X X 
Iowa X X South Carolina X X 
Kansas X X South Dakota X X 
Kentucky X X Tennessee X X 
Louisiana X X Texas X X 
Maim X X Utah X X 
M~ry land X X Vermont X X 
Massahusatts X X Virginia X X 
Michigan X X Washington X X 
Minnesota X X West Virginia X X 
Mississippi X X Wisconsin X X 
Missouri X X Wyoming X X 

Source: ACIR compilation of state health department (or equivalent) response to ACIR survey questionnaire of April 1975. 



Table 6 

Manner of State Administration of the 314(d) Block Grant 

States, b y  Federal and State Federal and State Federal and State 
Fed wal Matching Funds Admin- Matching Funds Identifiable, Matching Funds No t  
Region istered as a Discrete but  Merged Operationally Identifiable, bu t  

Program wi th  Other Revenues Merged Operationally Other 
w i th  Other Revenues 

U.S. Totals 

REGION I 
Connecticut 
Maine 
Massachusetts 
New Hampshire 
Rhode Island 
Vermont 

REGION II 
New Jersey 
New York 

REGION Ill 
Delaware 
Maryland 
Pennsylvania 
Virginia 
West Virginia 

REGION I V  
Alabama 
Florida 
Georgia 
Kentucky 
Mississippi 
North Carolina 
South Carolina 
Tennessee 

REGION V 
Illinois 
Indiana 
Michigan 
Minnesota 



Table 6 (Continued) 

Manner of State Administration of the 314(d) Block Grant 

States, by 
Federal 
Region 

REGION VII 
Iowa 
Kansas 
Missouri 
Nebraska 

REGION V l l l  
Colorado 
Montana 
North Dakota 
South Dakota 
Utah 
Wyoming 

REGION IX 
Arizona 
California 
Hawaii 
Nevada 

REGION X 
Alaska 
Idaho 
Oregon 
Washington 

- - 

Federal and State Federal and State Federal and State 
Matching Funds Admin- Matching Funds Identifiable, Matching Funds Not 

istered as a Discrete but Merged Operationally Identifiable, but 
Program with Other Revenues MergedOperationally Other 

with Other Revenues 

'Federal funds identifiable, but state matching funds completely merged with other resources. 

Source: AClR compilation of state health department (or equivalent) responses to AClR survey questionnaire of April 1975. 

dominant practice i s  for 85 percent of the 314(d) funds 
to be awarded to state public health authorities. 

Location of the public health authority within the 
state organizational structure varies, as Table 5 indicates. 
In 20 states, the public health agency i s  part of a 
consolidated human resources department or a similar 
"super-agency." Of these, 16 receive policy guidance 
from a state health board or commission, and six have 
no such policy oversight. Of the 30 states in which the 
health department is  an independent agency, 25 are 
provided policy guidance from state health boards or the 
like, and only five are not. Thus, the incidence of policy 

boards i s  greater in the independent agencies than within 
umbrella agencies. It i s  frequently claimed by the 
advocates of state human resources departments that 
such organizational structures facilitate policy and ad- 
ministrative coordination between their programmatic 
components, such as between public health and mental 
health, or between health generally and other human 
services agencies. From this perspective, it would be 
anticipated that the six states with such departments, 
but without special health policy boards (Alaska, Cali- 
fornia, Florida, Kentucky, Maine, and Wyoming), would 
find interprogram coordination an easier task. This study 



did not develop data on coordination between health 
and other program areas, although it may be noted that 
the allocation of additional funds to mental health 
occurred somewhat less frequently in the human re- 
source department-no policy board states than in the 
three other categories? As will be shown later, organiza- 
tional structure did not seem to affect state public 
health officials' reactions to the 15 percent mental 
health earmark. 

The most striking fact about the way the public 
health portion of the 314(d) block grant i s  administered 
by these agencies i s  that the block grant ceases to be a 
"program" when it reaches the state, and becomes 
simply a source of funds.3 Table 6 presents state health 
department descriptions of how 314(d) funds are ad- 
ministered. Only two states (Georgia and Ohio) report 
that the block grant (and state matching funds) i s  
administered as a discrete state program. In all other 
states, these funds are merged with other revenues in 
support of state or local health programs. Despite this 
operational merger of revenues, most states (35) report 
that the Federal 314(d) and state matching funds are 
identifiable within the programs they support. Two 
states indicate that Federal block grant funds remain 
identifiable but that state matching funds do not. Eleven 
states report that both Federal and state matching funds 
are completely intermingled with other revenues, and 
can be "identified" only by making pro rata estimates of 
the amounts involved in each program or activity. There 
are no sharp regional differences in the approaches taken 
by the states, except that four of the five states in 
Federal Region VI, Dallas, adhere to the latter two 
approaches. 

As would be expected from this finding, a second 
fundamental fact i s  that "314(d) staffs" in the states are 
generally reported as either non-existent or very small 
(one to three ~ersons).~ In the latter case, they are 
commonly financial management staff who handle, 
among other assignments, the receipt of Federal 314(d) 
funds and their allocation to state program accounts. 
The two seeming exceptions, those states reporting that 
314(d) funds are administered as a discrete program, 
indicated that the question of manpower assigned to 
block grant administration was not applicable.' An 
observer who went into a state in search of the "314(d) 
program," then, would have a difficult time finding it, at 
least if he were expecting the sort of program identifi- 
cation found in the central office of large Federal grant 
programs. 

States decided to administer these funds in the 
manner described above for a wide variety of reasons, as 
Table 7 attests. Some of these reasons would apply as 

strongly to Federal categorical grants or state funds as to 
314(d); several are specific to this program as it has 
developed since 1968; and one relates directly to the 
block grant mechanism itself. The reason most frequent- 
ly mentioned i s  one peculiar to block grants: 35 states 
cited the broad scope of the program as one of the 
primary reasons for their decision on the manner of 
administration. Maintenance of an audit trail and ease of 
meeting Federal reporting and planning requirements 
each were mentioned by 26 states. Ease of financial 
management was cited by 24 states. These three answers 
show that administrative convenience was of great 
importance in this decision. Only 11 states failed to cite 
at least one of these factors, suggesting that the block 
grant enabled most states to employ relatively non- 
burdensome modes of grant administration. 

Twenty-one states reported that the number and 
restrictiveness of other Federal health grants was a factor 
in their decision, thus indicating that Federal grants are 
interrelated in their impact on recipient administration, 
as well as on expenditure patterns. Apparently, the size 
of the block grant had a relatively minor influence, since 
only 12 states offered this as an important factor. This i s  
admittedly an ambiguous response, since it is not known 
whether it was the absolute or relative size of the grant 
that was deemed significant, and whether states con- 
sidered the size of the grant to be large or small. Yet, 
this grant constitutes a fairly constant percentage of 
health department  revenue^,^ so the variation in state 
responses suggests it i s  the absolute size of the grant that 
matters. In addition, most of these 12 responses were 
from states whose 314(d) award was relatively small. 

The degree of certainty attached to the 314(d) funds 
was not a frequent response. Nearly as many states 
consider the funds uncertain as certain. As mentioned 
earlier, only three states reported that Federal sugges- 
tions were important in their decision. The fact that two 
of these were within one Federal region may reflect the 
lack of uniformity in early Federal block grant admin- 
istration described in the preceding section. Several 
other reasons for their handling of the block grant were 
given by a few states. These will not be discussed except 
for the following observations. Only one of the Federal 
restrictions on the use of block grant funds was 
mentioned as influencing the manner of state admin- 
istration; this was the requirement that at least 70 
percent of the funds be expended for services in 
communities, cited by four states. Six states mentioned 
retention of the administrative system used for categor- 
ical grants, or the need to continue support for expiring 
categorical programs. 

The above outlines a picture of state administration 



Table 7 

Reasons for Manner of State Administration of 314(d) Block Grant 

States, by Ease of Maintenance 
Federal Financial of Clear 
Region Management Audit Trial 

24 26 

Federally- 
Required 
Reporting 

or State Plan 

- 

Suggestion 
of Federal 
Program 
Officials 

U.S. Totals 

REGION 1 
Connecticut 
Maine 
Massachusetts 
New Hampshire 
Rhode ldand 
Vermont 

REGION II 
New Jersey 
New York 

REGION Ill 
Delaware 
Maryland 
Pennsylvania 
Virginia 
West Virginia 

REGION I V  
Alabama 
Florida 
Georgia 
Kentucky 
Mississippi 
North Carolina 
South Carolina 
Tennesee 

REGION V 
Illinois 
l ndiana 

Number and 
Restrictive- 



I I I ~ a s e  of I I I I I 1 I I 

- Unknown 

States, by 
Federal 
Region 

Michigan 
Minnesota 
Ohio 
Wisconsin 

REGION V I  
Arkansas 
Louisiana 
New Mexico 
Oklahoma 
Texas 

REGION V I I  
l owa 
Kansas 
Missouri 
Nebraska 

REGION V l l l  
Colorado 
Montana 
North Dakota 
Swth Dakota 
Utah 
Wyoming 

REGION l X  
Arizona 
California 
Hawaii 
Nwada 

REGION X 
Alaska 
Idaho 

orepa, 
Washington 

' Comply with "70 percent rule." 
' Replace expiring categorical program. 

- 

Ease of 
Financial 

Management 

"etain system used i n  prior categorical grants. scornply w i th  state accounting policy. 
4Meet health service needs, or  f i l l  gaps in  service. 6Permit statelocal development of priorities. 

'Comply w i th  state appropriations requirements. 

Maintenance 
of Clear 

Audit Trial 

Source: AClR compilation o f  state health department (or equivalent) responses t o  AClR survey questionnaire of Apri l  1975. 

Federally- 
Required 
Reporting 

or State Plan 
Preparation 

Suggestion 
of Federal 
Program 
Officials 

Size 
314(d) Grant 

Award 

Certainty 
of 314(d) 

Grant 

Uncertainty 
o f  314(d) 

Grant 

Broad Scope 
of 314(d) 

Grant 

Number and 
Restrictive- 

ness of Other 
Federal Health 

Grants Other 



of 314(d) block grant funds, in which they are consid- 
ered chiefly as another revenue source, yet as a source 
with some special characteristics. This view also i s  
supported by the extent to which states claim that these 
funds play a unique role in their total health programs, 
distinct from that of categorical grants. Thirty-seven 
states so reported, while 12 stated that the block grant 
funds did not serve a different purpose than categorical 
grants do.' The most frequently cited examples of this 
unique role are: that use of these funds i s  governed by 
state and local priorities, not Federal priorities (16 
states); that these funds support broad service provision, 
especially local health services (13 states, of which one 
stated that these funds are the sole support of local 
health services, and five that they support the essentials 
of local services); and that their flexibility permits 
program changes as new problems emerge and others 
decline (seven states). Four states cited variations of 
across-the-board program costs or supportive services, 
such as laboratories, as being more easily funded under 
the block grant; two mentioned program experimenta- 
tion; five indicated that block grant funds are used to fill 
particular gaps in the services supported by categorical 
grants; one state cited the availability of scarce technical 
assistance in particular health disciplines; and one 
referred to discretionary funds at the disposal of the 
state health officer. This description of the role of the 
block grant in state health programs matches the intent 
of section 314(d), in its emphases on flexibility, on 
expenditures based on recipient priorities, and on 
support of noncategorical service provision. 

STATE DECISION MAKING FOR 
BLOCK GRANT FUNDS 

As the preceding section implies, the concept of a 
formalized planning process i s  inapplicable to the way 
most states handle 314(d) block grant funds. While 
states may have a planning system for health department 
activities in their entirety, the 314(d) grant relates to 
this process only as one of many revenue sources 
covered, and not as the subject of a primary or even a 
subsidiary planning process. Yet, the decisions made 
regarding allocation of 314(d) funds, whether within a 
formal planning system or not, are the proper focus of 
inquiry to determine how state health departments 
approach the use of these resources, and the opportu- 
nities which exist for affecting these decisions by other 
public and private interests in the state. 

One fundamental question affecting the ability of all 
parts of state government and other interested parties to 

become aware of, and to influence, health department 
use of the block grant i s  whether this grant i s  subject to 
the budget process in each state. A common apprehen- 
sion about the effects of Federal grants on the vitality of 
general purpose governments i s  the frequency with 
which grants either bypass such governments entirely or 
operate outside the regular budgetary process of recip- 
ient jurisdictions. However, responses of state health 
officials to a recent AClR survey, compiled in Table 8, 
indicate that such concern i s  generally not warranted for 
this block grant. Fully 43 states responded that the 
314(d) grant is  included in the regular state budget 
process (with only executive or legislative action apply- 
ing in five of these), and only six states replied to the 
contrary. 

Another basic issue is  whether the pattern of block 
grant review within the state budget process i s  different 
from that for categorical health grants. The same table 
shows that comparable treatment i s  generally afforded 
both types of grants, with 39 states indicating that all 
other Federal health grants also go through at least part 
of the regular budget process. In 34 of these, both 
executive and legislative branch action are involved in 
the review process. Each'state which responded that the 
block grant did not go through this process indicated 
that this was true of all categorical health grants as well. 
In three states, the block grant i s  included in the budget 
process, but some categorical health grants are not. 
These omissions, it should be noted, include new categor- 
ical grants in states with biennial budgets, where such 
grants are acted on by the executive branch only until 
the next legislative review. In one state, the block grant 
i s  apparently the only Federal health grant to go through 
the budget process. Overall then, the block grant i s  
somewhat more often included in the state budget 
process than are the categoricals. 

A critical component of the block grant rationale, 
which figured prominently in the 314(d) program's 
legislative history, is  that broad purpose grants permit 
determination by states and localities of program prior- 
ities, which then can be more reflective of varying 
patterns of need than i s  the case with categorical grants. 
It is, therefore, important to note whether such priority 
setting for block grant expenditures i s  explicitly pursued 
by the states, and how interests outside the state health 
department participate in determination of the use of 
block grant funds. With respect to the first concern, 
Table 7 7  later in this chapter shows that 42 states 
attempt to priority rank health problems and allocate 
funds on that basis in preparing the required 314(d) 
state plan. Only seven states make no such attempt. One 
possible explanation of the latter practice is  that the 



Table 8 

Application of the State Budget Process to 314(d) and Other Federal Grants 

314(d) Grant Goes Through Regular 
State Budget Process 

I Yes States 

U.S. Totals 

~labama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
~ i s s i s s i ~ ~ i '  
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 

Executive 

Action Action 

All Other Federal Health Grants Go Through Regular 
State Budget Process 

Executive 
Some Do, 

Action Action Others 



Table 8 (Con tinuedl 

Application of the State Budget Process to 314(d) and Other Federal Grants 

Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

States 

'state did not respond to this item. 

Source: AClR compilation of state health department (or equivalent) responses to AClR survey questionnaire of April 1975. 

314(d) program has never included large amounts of 
money unencumbered by ongoing state health services. 
Under these circumstances, some states may feel use of 
health priorities as a guide to 314(d) fund allocations i s  
unfeasible. 

With respect to external participation in decision 
making, state health department evaluations of the 
practical importance of selected interests in allocation 
decisions for 314(d) funds are given in Table 9. Most 
often mentioned as major participants in these decisions 
are the governor, the central budget office, appropria- 
tions committees of the state legislature, and local 
general governments. Fourteen states listed the central 
budget office as a major participant; eight cited it as a 
minor participant; and 21 indicated no important role 
for this office. Appropriations committees were consid- 
ered major actors by 13 states, as minor participants by 
14, and not important by 1 8 states. The governor's role 
was listed as major by 11 states, minor in 11, and 
unimportant in 24 states. These findings seem to 

314Id) Grant Goes Through Regular 
State Budget Process 

indicate that, while the 314(d) grant does go through at 
least part of the regular budget process in 42 states, in 
some states this budget review i s  largely perfunctory. 
Fully 11 of these states list no important role in 314(d) 
allocation decisions for the three budget process partic- 
ipants in Table 9. Surprisingly, health committees of the 
state legislature generally appear to be uninvolved in the 
31 4(d) grant.8 

Local general purpose governments tended either to 
be major participants (1 2 states) or to have no important 
role (28 states). Only seven states indicated these 
governments exert a minor influence over 314(d) allo- 
cation decisions. Comparison with Table 10 suggests that 
these units are important participants only where states 
suballocate a portion of the 314(d) grant to local 
organizations; their influence over state level expendi- 
tures, including those supporting direct state provision 
of services in communities, i s  apparently minimal. 

Table 9 also indicates that comprehensive health 
planning (CHP) agencies are generally not major partic- 

Yes 

All Other Federal Health Grants Go Through Regular 
State Budget Process 

Yes 

Executive 
Branch 
Action 
Only 

Executive 
Branch 
Action 
Only 

Legislative 
Action 
Only No 

Legislative 
Action 
Only No 

Some Do, 
Others 
Do Not 



ipants in decisions on the use of 314(d) funds. State 
CHP agencies were mentioned as major participants by 
six states, as minor by 23, and as unimportant by 18. A 
similar pattern of relatively insignificant involvement by 
these agencies has been noted in previous ~tudies.~ 

Areawide CHP bodies were listed as major actors by 
five states, as minor participants by 12, and as unim- 
portant by 28 states. This trend also has been under- 
scored in earlier studies.'' For example, a 1971 study 
which included a sample of 17 areawide CHP agencies 
found that none of these agencies was familiar with the 
content of the 314(d) state plans.1' While some 
improvement in the relationship of block grant expendi- 
tures to comprehensive health planning - one of the key 
concepts of the Partnership for Health Act - may have 
occurred in recent years, i t  appears that a strong linkage 
between these activities i s  st i l l  the exception rather than 
the rule. I t  should be noted, however, that new health 
planning legislation (P.L. 93-641, the Health Planning 
and Resources Development Act of  1974) mandates a 
much stronger role for comprehensive health planning 
bodies (now health systems agencies) in the operation of 
Federal health grants. Following this approach, the 
Special Health Revenue Sharing Act of  1975 will 
transfer planning responsibilities for the 314(d) grant to 
state CHP agencies, or the agencies established under 
P.L. 93-641. These legislative actions are evidence that, 
thus far, the relationship between the block grant and 
comprehensive health planning has been a definite 
disappointment to proponents of the Partnership for 
Health Act. 

The broader system of review and comment, by state 
and local "clearinghouses," on applications for certain 
Federal grants, established under OMB Circular A-95, 
shows a similar pattern. Only five states mentioned these 
clearinghouses as important participants in 314(d) allo- 
cation decisions, while 12 rated them as minor partic- 
ipants and 28 'as having no real role. The remaining 
interests listed in Table 9 also are viewed as not generally 
influential in block grant allocation decisions. In decreas- 
ing order of involvement, these are Federal program 
officials, citizen's groups, private non-profit health re- 
lated organizations, and private health care providers. 

The scenario which emerges from this cast of possible 
actors i s  one of very limited involvement by persons 
outside state health departments in state block grant 
allocation decisions. In fact, six states reported that no 
one outside the health department had an important role 
in these decisions, and another five states cited only one 
or two of the actors in Table 9 as having any appreciable 
involvement. In many states, block grant funds are 
apparently allocated unilaterally, or nearly so, by the 

state health department. The importance of participa- 
tion in these allocation decisions, however, i s  closely 
related to the opportunity for external involvement in 
other aspects of block grant administration. Such oppor- 
tunities are the focus of the following section. 

Local Government and Private Sector Roles 
in Block Grant Administration 

The Partnership for Health Act clearly in tended that 
local and regional public agencies and the private sector 
would be intimately involved in administration of the 
314(d) block grant. The preceding section examined 
state block grant allocation decisions and concluded 
that, while in some states these actors are important 
participants, their involvement generally i s  not extensive. 
Another avenue for involving such organizations in the 
block grant, encouraged but not required by the act, is  
for a state to suballocate part or all of i t s  314(d) grant to 
local organizations. As Table 10 shows, most states have 
made such suballocations to local or regional agencies. 
Ten states do not award block grant funds to local 
agencies, and presumably meet the 70 percent require- 
ment in the act by directly providing community health 
services. This grouping includes all the very small states 
in which decentralized service provision makes little 
sense, as well as several larger, predominantly rural 
states. Thirty-seven states allocate part of their 314(d) 
grant to other agencies,12 and three states indicate that 
their entire block grant award i s  suballocated to local or 
regional units. It should be noted that in two of these 
three states,13 local health departments are staffed by 
state employees; hence, under these circumstances the 
state health department i s  not really relinquishing 
control over the funds. 

The 40 states which make subawards to local or 
regional units differ widely in their methods. In 18 
states, the awards are made on the basis of applications 
for particular projects or as contracts. Twelve states 
make awards by a formula, and nine states utilize a 
mixture of formula and project rneth~ds.'~ Although 
ten states impose no restrictions on the use or adminis- 
tration of these funds by recipients, 29 states attempt to 
place some controls on suballocations.' 

These 29 states include 15 which rely on the project 
mechanism for suballocations, eight which use formula 
grants, and six employing a combination of both 
methods. Of the 15 using project awards, one state 
restricts recipient use of these funds to state-designated 
priorities and requires a particular mode of recipient 
administration; eight restrict use to state priority areas; 
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Table 10 

State Allocation of 314(d) Block Grant Funds to Local or Regional Agencies 

I Allocations t o  Local or Regional Units? I Primary Basis o f  Suballocation I Restrictions on  Recipient Use o r  Administration 

U.S. Totals 3 37 10 18 12 9 

States 

Alabama X 
Alaska 
Arizona 
~ r k a n s a s ~  
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 

Yes, Entire 
Award Sub- 

allocated None 

Yes, Part o f  
Award Sub- 

allocated 

Use Restricted 
t o  State-Desig- 
nated Priorities 

Project 
Basis 

No  Sub- 
allocations 

Particular 
Mode o f  Ad- 
ministration 

Required 
, Formula 

Basis Other 

Part on  
Formula 
Part on 
Project 
Basis 



Table 10 (Continued) 

State Allocation o f  314(d) Block Grant Funds t o  Local or  Regional Agencies 

Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

States 

' Use must comply with contract. 
'Use must comply with approved plan andlor budget. 

Funds are in part used to  support regional offices of the state health department. 
'State did not respond on method of allocation. 

Source: ACIR compilation of state health department (or equivalent) responses t o  ACIR survey questionnaire of April 1975. 

Allocations to  Local or Regional Units? 

Yes, Entire 
Award Sub- 

allocated 

Primary Basis of Suballocation Restrictions on Recipient Use or Administration 

Yes, Part of 
Award Sub- 
allocated 

Project 
Basis 

No Sub- 
allocations Other 

Formula 
Basis None 

Part on 
Formula 
Part on 
Project 
Basis 

Use Restricted 
t o  State-Desig 
nated Priorities 

Particular 
Mode o f  Ad- 
ministration 

Required 



Table 1 1  

Extent to Which Preparation of 314(d) State Plans Attempts to Priority Rank Health Problems 
and Allocate Funds on That Basis 

Similar Priority Ranking Required 
States Priority Ranking in State Plan? of Substate Fund Recipients? 

Yes No Neither 1 Yes No 

U.S. Totals 

Alabama 
~ l a s k a ~  
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
~ouisiana' 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 



Table 1 1 (Continued) 

Extent to Which Preparation of 314(d) State Plans Attempts to Priority Rank Health Problems 
and Allocate Funds on That Basis 

Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

'state response indicates no 314(d) state plan exists. 4 ~ t a t e  did not respond regarding priority setting in the state plan. 
2 ~ o t  applicable because no 314(d) funds are suballocated 'NO response regarding priority setting by recipients. 

to regional or local health agencies. 
3 

Response difficult to analyze; perhaps best treated as "NO". 

Source: AClR compilation of state health department (or equivalent) responses to survey questionnaire of April 1975. 

State 

three require a particular mode of administration; and 
three states require only conformance to approved 
contracts, plans, or budgets (some states in the three 
former groupings also utilize such requirements, as Table 
10 shows). Two of the eight states employing formula 
based allocations restrict use to state priorities; one 
mandates a particular mode of administration; and the 
remaining five states only require conformance with 
approved contracts, plans, or budgets. 

Of the six states utilizing both funding approaches, 
two stipulate the mode of administration and restrict use 
to state priorities; the remaining four require only 
conformance with state-approved contracts, plans, or 
budgets. In summary, nearly 80 percent of the states 
using the project mechanism restrict recipient discretion 
as to use or mode of administration, while 50 percent of 
the states relying on formula based allocations so restrict 

Priority Ranking in State Plan? 

Yes I No 

Similar Priority Ranking Required 
of Substate Fund Recipients? 

recipients, and 33 percent of the states using both 
mechanisms similarly limit recipient discretion. 

The importance of this variation in state financial aid 
systems i s  that the same Federal funding mechanism can 
have many different implications for local recipient 
discretion. A Federal block grant may appear to some 
ultimate fund recipients as more restrictive than some 
categorical Federal grants, depending on the interaction 
between the Federal and specific state administrative 
systems. Other permutations of this relationship are also 
possible. Given the variety of state aid systems, it i s  not 
possible to predict with certainty whether that part of a 
Federal grant which passes through the states to local- 
ities will exhibit more or less flexibility at the local level 
than was intended by its national designers. At least this 
i s  so, unless an explicit attempt i s  made to minimize the 
effects of this variety through special provisions in 

No Neither Yes 



Table 12 

State Health Officials' Perceptions o f  Changes in  State-Local Relations 
Attributable t o  the Consolidation of Federal Formula Grants under the 

Partnership for Health Act 

Don't 
Know States 

U.S. Totals 17 2 29 2 
Alabama X 
Alaska X 
Arizona X 
Arkansas X 
California X 
Colorado X 
Connecticut X 
Delaware X 
Florida X 
Georgia 
Hawaii X 
Idaho X 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 

Relations 
Improved 

Relations 
Deteriorated 

No Change 
Attributable 
to the Con- 
solidation 



Table 12 (Continued) 

State Health Officials' Perceptions of Changes in State-Local Relations 
Attributable to the Consolidation of Federal Formula Grants under the 

Partnership for Health Act 

Federal grant requirements. This kind of specificity, 
however, may not be appropriate in grants intended to 
increase state level flexibility as well, such as the 314(d) 
block grant. In such instances, then, one i s  faced with an 
administrative dilemma. 

Closely related to the kinds of restrictions on local 
flexibility discussed above is  the extent to which states 
require fund recipients to priority rank health problems 
as a condition of such allocations. As was noted earlier, 
Table 7 7  illustrates that 42 states, in preparing 314(d) 
state plans, attempt to priority rank health problems and 
allocate funds on that basis.16 For the 40 states which 
allocated block grant funds to local agencies, a compari- 
son with Table 70 i s  possible. It shows 14 states which 
establish priorities in preparation of their state plans, 
also require fund recipients to determine health priori- 
ties, while 20 of these states do not. Of the six states 
which award 314(d) funds to localities and do not set 

health priorities, two require recipients to priority rank 
health problems and four db not. There is, therefore, 
considerable variation in the extent to which priorities 
for block grant funds are set by the state (28 states), by 
local recipients (two states), jointly by states and local 
recipients (13 states), or perhaps not at all (seven 
states). 

In light of such extensive interstate variation, i t  is  
very difficult to determine the net impact of the block 
grant on state-local relations. One subjective assessment, 
from the perspective of state health officials, i s  con- 
tained in Table 72. Significantly, most state health 
officials (29) do not perceive any real change, due to 
block grant funding, on relations between their agencies 
and local governments, after eight years of the program's 
operation. Of at least equal interest, however, i s  the 
overwhelmingly favorable assessment of the block 
grant's impact by 17 of the 19 officials who do perceive 

Don't 
Know 

Oklahoma X 
Oregon X 
Pennsylvania X 
Rhode Island X 
South Carolina X 
South Dakota X 
Tennessee X 
Texas X 
Utah X 
Vermont X 
Virginia X 
Washington X 
West Virginia X 
Wisconsin X 
Wyoming X 
Source: AClR compilation of state health department (or equivalent) responses to survey questionnaire of April 1975. 

No Change 
Attributable 
to the Con- 
solidation 

Relations 
Deteriorated States 

Relations 
Improved 



Table 13 

State Health Officials' Assessment of the Role of the Private Sector in the Operation of the 
314(d) Block Grant 

Private Health Providers Role of Private Non-Profit Private Sector Role in the Block Grant, 
Health Related as Compared to Prior Categorical Health 
Organization Grants 

Greater Lesser No Don't 
States Major Minor None Major Minor None Role Role Chanr Know 

U.S. Totals 
Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 

Unknown 
X 

X 
X 
X 

X 
X 



Table 13 (Continued) 

State Health Officials' Assessment of the Role of the Private Sector in the Operation of the 
314(d) Block Grant 

States 

Private Health Providers 

Major Minor None 

Health Related as Compared to Prior Categorical Health 
Organization Grants 

-- - 

Ohio X X X 
Oklahoma X X X 
Oregon X X X 
Pennsylvania X X X 
Rhode Island X X X 
South Carolina X X X 
South Dakota X X X 
Tennessee X X X 
Texas X X X 
Utah X X X 
Vermont X X X 
Virginia X X X 
Washington X X X 
West Virginia X X X 
Wisconsin X X X 
Wyoming X X X 
Source: AClR compilation of state health department (or equivalent) responses to survey questionnaire of April 1975. 

some effects as a result of the consolidation. Yet, the 
state health departments were a major force behind-the 
initial consolidation and may be viewed as a biased 
group. At the same time, results of ACI R-supported case 
studies of block grant administration indicate that local 
governments also frequently share this favorable assess- 
ment." While the available evidence regarding the 
impact of the block grant on state-local relations i s  far 
from definitive, there i s  at least little to suggest that 
significant harm has resulted. 

An additional area of concern to block grant 
proponents was that the private sector should be more 
effectively integrated with public health activity. Table 
13 records state health officials' assessments of the 
private sector role in the 314(d) block grant. Private 
health providers generally are not regarded as important 

in the operation of the program. Only two states listed 
them as having major roles and 11 described them as 
having minor roles, while 36 states asserted that these , 
institutions have no role in the program. Private non- 
profit health-related organizations are described as only 
slightly more important actors; two states rank their role 
as major, 18 as minor, and 30 as nil. When the 
involvement of these interests under the block grant i s  
contrasted with their role in the prior categorical 
programs, a majority of states (29) reported no observ- 
able change. Of the 16 states indicating a change had 
occurred, six states reported an increased private sector 
role under the block grant, but ten cited a diminished 
role. This mixed record suggests that i f  the 314(d) 
experience in this respect i s  generalized to other block 
grants, the block grant mechanism i s  not necessarily an 



Table 14 

314(d) Program Requirements Judged by State Health Officials To Actually 
Constrain Recipient Flexibility Under the Program 

U.S. Totals 
Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
~ a i n e ~  
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 



Table 14 (Continued) 

314(d) Program Requirements Judged by State Health Officials to Actually 
Constrain Recipient Flexibility Under the Program 

New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
vermont2 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

'These states remarked that the 31 4(d) allocation formula penalizes small states. 

'States did not respond to this item. 

I S w n e :  AClR compilation of state health department (or equivalent) responses to survey questionnaire of April 1975. 
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appropriate device for engendering stronger public- 
private linkages in the operation of Federal grant 
programs. 

In  summary, there i s  considerable variety in the 
patterns of state decision making for the use of 314(d) 
block grant funds. In most states, the block grant goes 
through the regular state budget process; but in some, 
this appears to be a pro forma review. Hence, block 
grant decisions in these instances are made by the state 
health departments with very limited involvement by 
other state or local interests. The close linkage between 

Other 

the block grant and comprehensive health planning 
intended by the Partnership for Health Act generally has 
not occurred. On the other hand, some states are 
characterized by an open decision-making process with 
respect to the block grant and this permits a significant 
role for CHP agencies. 

Regardless of the varying character of these basic 
allocation decisions, this section shows that participation 
in the operation of the block grant i s  enhanced by the 
widespread practice of suballocating part of the 314(d) 
award to local organizations. The mechanisms used for 
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Table 15 

State Responses Concerning Whether the Constraining Influence o f  314(d) Program 
Requirements Would Change If the Level o f  314(d) Funding Were Higher, or If 314(d) 

Comprised a Larger Fraction o f  Their Total Federal Health Grants 

Would Constraining 
lnfluence Change If 
314(d) Grant Were 

Much Larger? 

Would Constraining Influ- 
ence of Requirements Change 
If 314Id) Grant Comprised a 
Much Greater Fraction of 

Federal Health Grant Funds? 

U.S. Totals 
Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 

State Yes Yes No 
Don't 
Know No 

Don't 
Know 



I Table 15 (Continued) 

State Responses Concerning Whether the Constraining Influence of 314(d) Program 
Requirements Would Change If the Level of 314(d) Funding Were Higher, or If 314(d) 

Comprised a Larger Fraction of Their Total Federal Health Grants 

these allocations, and the degree of policy control over 
these funds retained by the states, vary widely as the 
Federal grant interacts with state administrative 
systems." Yet, in many states, the net effect of these 
practices is to provide an important role, often including 
considerable initiative in priority setting, for local 
governments. In contrast, it appears that integration of 
public and private health activities has not occurred 
under the block grant. Hence, the legislative intent that 
the private sector play an important role in the block 
grant has not been realized. 

The next section considers the extent to which state 

flexibility in the use of Federal grants has, in fact, been 
increased and used under the block grant. 

State 

STATE FLEXIBILITY 
UNDER THE BLOCK GRANT 

North Carolina X X 
North Dakota X X 
Ohio X X 
Oklahoma X X 
Oregon X X 
Pennsylvania X X 
Rhode Island X X 
South Carolina X X 
South Dakota X X 
Tennessee 
Texas X 
Utah X X 
vermontl 
Virginia X X 
Washington X X 
West Virginia X X 
Wisconsin X X 
Wyoming X 
State did not respond to this item. 
Source: AClR compilation of state health department (or equivalent) responses to survey questionnai-- of April 1975. 

Would Constraining Influ- 
ence of Requirements Change 
If 314(d) Grant Comprised a 
Much Greater Fraction of 

Federal Health Grant Funds? 

At the very heart of the block grant rationale i s  the 
desire to provide recipients, in t h i s  case state health 
agencies, with greater flexibility in the use of their 
Federal grants. I f  a block grant fails to accomplish this 
objective, it would be difficult to form a favorable 
assessment of i t s  impact. A block grant could fall short 

Would Constraining 
Influence Change If 
314(d) Grant Were 

Much Larger? 

Don't 
Know Yes No 

Don't 
Know Yes No 



Table 16 

Impact of Mental Health Earmark Within 314(d) Block Grant, as Judged by State Public Health Agencies 

Impact of Earmark on Total Attitude Toward Removal Attitude Toward Removal Given Much 
State Use of 314(d) Grant of Earmark Higher 314(d) Funding Level 

Neither or Neither or 
States Beneficial Detrimental No Effect Favor Oppose No Opinion Favor Oppose No Opinion 

U.S. Totals 5 7 37 23 8 18 22 8 20 
Alabama X X X 
~ l a s k a ~  X X 
Arizona X X X 
Arkansas X X X 
California X X X 
Colorado X X 
Connecticut X 
Delaware X X X 
Florida X X 
Georgia 
Hawaii 
Idaho 
Illinois X 
Indiana X 
Iowa X 
Kansas 
Kentucky X 
Louisiana X 
Maine X 
Maryland 
Massachusetts X 
~ i c h i ~ a n '  
Minnesota 
Mississippi 
Missouri 
Montana 



Table 16 (Continued) 

I Impact of Mental Health Earmark Within 314(d) Block Grant, as Judged by State Public Health Agencies 

Impact of Earmark on Total Attitude Toward Removal 
State Use of 314(d) Grant of Earmark 

Neither or 
States Beneficial Detrimental NoEffect Favor Oppose Noopinion 

Nebraska X X 
Nevada X X 
New Hampshire X X 
New Jersey X X 
New Mexico X 
New York X X 
North Carolina X X 
North Dakota X X 
Ohio X X 
Oklahoma X X 
Oregon X X 
Pennsylvania X 
Rhode Island X 
South Carolina X X 
South Dakota X 
Tennessee X 
Texas X 
Utah X 
Vermont X 
Virginia X 
Washington X 
West Virginia X X 
Wisconsin X X 
Wyoming X X 
'State response indicated no knowledge of effect of earmark. 
a No response was given regarding the removal of the 15 percent earmark. 

Source: AClR compilation of state health department (or equivalent) responses t o  survey questionnaire of April 1975. 

Attitude Toward Removal Given Much 
Higher 314(d) Funding Level 

Neither or 
Favor Oppose No Opinion 



in this regard if the structure of restrictions embodied in 
the program so constrains the recipient as to nullify the 
effects of the program's breadth of scope and formula 
allocation basis. While this possibility need not be faced 
in considering an idealized block grant, the compromises 
from ideal types always present in actual programs 
require that this possibility be explored. 

The 314(d) block grant contains a number of 
restrictions on the use or administration of Federal 
funds. Most notable among these are the 70 percent (of 
expenditures for services in communities) requirement, 
the 15 percent earmark for mental health, state and local 
matching requirements, a maintenance of effort require- 
ment, and merit system requirements for local fund 
recipients.'' Table 74 presents the state health officials' 
evaluations of the extent to which each of these 
restrictions actually constrains their discretion under the 
block grant; that is, whether a modification of the 
requirement would result in changes in the states' public 
health program, as opposed to the generation of counter- 
balancing shifts in the use of 314(d) funds and other 
revenues. A near majority (23) of states responding to 
this item indicated that not one of these requirements 
actually constrains their discretion under the program. 
Apparently, the opportunities for rebudgeting revenues, 
or otherwise minimizing the impact of the requirements, 
are so extensive that any conceivable alteration in them 
could be neutralized in most states without any effect 
on public health services. On the other hand, 25 states 
indicated that at least one of the Federal restrictions did 
limit their discretion. Most frequently cited was the 
mental health earmark, mentioned by 16 of the state 
public health agencies. The requirement that at least 70 
percent of the block grant funds be used to support 
services in communities was a close second, listed by 14 
states. Ten states cited local merit +stem requirements; 
six mentioned the maintenance of effort provision; and 
the same number listed state matching requirements. 
Five states mentioned the local matching requirement, 
and two states nominated the 314(d) allocation formula 
as a constraint. The summary impression i s  that these 
restrictions generally are not having any major effect on 
recipient discretion, as reflected in state program opera- 
t i o n ~ . ~ ~  

In order to determine the extent to which these 
responses reflect the small size of the 314(d) grant or the 
fungibility of Federal grants, the state public health 
officials also were asked whether their answers would 
change if the 314(d) grant were much larger or consti- 
tuted a much larger fraction of all Federal health grant 
funds in their states. This second set of responses, 
representing hypothetical extrapolations from the 

present impact of these six restrictions, i s  presented in 
Table 15. Only seven states responded that the effect of 
these restrictions would change if the block grant were 
larger. Of these, two mentioned that the state matching 
requirement would be more difficult to meet; one state 
said the 70 percent requirement would require more 
attention; and one said the 70 percent requirement 
would be more enforceable but less important, since 
central administration could be covered by 30 percent of 
a much larger grant. Three states indicated that, what- 
ever the effect on enforceability of the requirements, 

their importance would be reduced due to expansion of 
the flexible block grant funding mechanism. Six states 
indicated that the impact of the requirements would 
alter if the block grant were a larger fraction of all 
Federal health grants. One state felt the 70 percent rule 
would become more difficult to meet, another indicated 
that both the state matching and the 70 percent rule 
would be more enforceable, and a third state provided 
no illustration of what changes would result. Three 
states answered that regardless of the effect on enforce- 
ability of these requirements, the overall effect would be 
to lessen constraints on state discretion. In short, few 
states perceive the size of the block grant, either 
absolutely or relative to all other Federal health grants; 
as the reason for the inability to monitor these restric- 
tions. If the states' responses are accurate predictions of 
the effects of expanding the block grant, it would appear 
that the ineffectiveness of these restrictions stems not 
only from fungibility but also from qualities inherent in 
these provisions. 

Since the presence of a categorical mental health 
grant within the block grant was the restriction most 
frequently cited as actually limiting the state's discretion 
on the use of 314(d) funds, i t  is  appropriate to examine 
public health officials' perception of the impact of the 
15 percent earmark, as presented in Table 16. Consider- 
ing the bias in the sample, i t  i s  surprising that most 
public health officials (37 states) view the mental health 
earmark as having no impact on state ability to make 
optimum use of the block grant, and that the balance 
between favorable and unfavorable assessments by those 
officials perceiving some impact i s  so close. Nevertheless, 
in 23 states public health officials favor removal of the 
mental health earmark, while only eight oppose i t s  
removal and 18 are neutral. These aggregate figures 
remain nearly unchanged with respect to an expanded 
314(d) grant, as shown in Table 16, although a handful 
of states switched responses within these totals. Com- 
parison with Table 14 reveals that the 16 states 
indicating that the mental health earmark actually limits 
state options were much more likely to identify impact 



Table 17 

State Public Health Officials' Perception of Their State's Discretion under 
the 314(d) Block Grant 

State Discretion Regarding Use of Funds 

r Discretion Greater 1 Was Any Increase in Discre- 
Than in Prior tion Used in Terms of New 

Activities or Changes in 
the Relative Levels of 
Existing Activities? 

Don't Don't Not 
State Yes No Know Yes No Know Appli- 

cable 

U.S. Totals 

Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jeney 



Table 17 (Continued) 

State Public Health Officials' Perception of Their State's Discretion under 
the 314(d) Block Grant 

State Discretion Regarding Use of Funds 

New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

Discretion Greater 
Than in Prior 
Categoricals 

State 

Source: AClR compilation of state health department (or equivalent) responses t o  survey questionnaire a 

Was Any Increase in Discre- 
tion Used in Terms of New 

Activities or Changes in 
the Relative Levels of 
Existing Activities? 

~f April 1975. 

- and an overwhelmingly negative one - of the earmark 
on state use of the entire 314(d) grant. Only one of 
these states reported that the earmark was beneficial. In 
contrast, six of the seven states reporting a detrimental 
impact for the earmark were in this grouping. Similarly, 
12 of these 16 states favor removal of the earmark, and 
would continue to do so if the 31 4(d) funding level were 
much higher. On balance, the surprisingly conciliatory 
attitude of public health officials toward the mental 

L 

health earmark probably reflects their acceptance of the 
political importance of this compromise in obtaining and 
sustaining the block grant. 

The information presented thus far in this section 
suggests that state discretion under the 314(d) block 
grant i s  quite substantial. The perceptions of state public 
health officials, presented in Table 17, regarding the 
extent to which the block grant resulted in greater state 
discretion than existed under the prior categorical 

Yes Yes No No 
Don't 
Know 

Don't 
Know 

Not 
Appli- 
cable 



Table 18 

F iscal Year 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 (est.1 
1976 (est.) 

Funding Lwels For the 314(d) Block Grant, 
FY 1968-1976 
(in thousands) 

Obligations 
57,270 
65,642 
85,783 
76,481 
94,303 
89,092 
89.41 0 
90.000 
90.000 

Appropriations 
60,200 
66,032 
90,000 
90,000 
90,000 
90,000 
90,000 
90,000 
90,000 

Authorizations 
70,000 
90,000 

100,000 
130,000 
145,000 
165,000 
90,000 
90,000 
90,000 

Source: Appendix, U.S. Bu&et, Fiscal Years 1970-1976; all outlay figures and estimated obligations for fiscal years 1975 and 
1976 taken from Health Services Administration Congressional budget judification material for the last three fiscal years. 

formula grant programs, support this ~ontention.~' 
Fully 44 states believe that their discretion is  greater 
under the block grant, while only three states report no 
improvement and an additional three states do not know 
how the former categoricals compare with the block 
grant in this respect. In addition, 30 of these 44 states 
assert that this increased flexibility had been used, and i s  
reflected in new activities or changes in the levels of 
support for existing activities. Among the more fre- 
quently offered examples were additional support for 
local health department activities (although the prede- 
cessor programs did not prohibit this use of Federal 
funds), increased fundinn of crosscaterzorical health 
services (such as public health nurses and broad diag- 
nostic services), greater assistance to basic supporting 
services like central state laboratories, and increased 
emphasis on particular health problems such as tubercu- 
losis and chronic disease. One state indicated that the 
consolidation enabled it to claim i t s  entire Federal 
formula grant allocation for the first time, since the 
earlier categorical heart disease grant was ill-suited to the 
state's priorities. On the other hand, 12 of the states 
reporting greater discretion under the block grant 
indicated that they had not used this discretion in the 
eight years of block grant operation. This presumably is 
due, at least in part, to the lack of major funding 
increases under the block grant, a situation which 

requires that some existing state health programs be cut 
back to accommodate large increases in other areas or 
development of new health services. Most states, faced 
with employee tenure protected under merit systems 
and the political interests which develop around estab 
lished services, have apparently chosen to make limited 
use of this option. 

In summary, there i s  l i t t l e  doubt that the consolida- 
tion of formula grants achieved under the Partnership 
for Health Act  has resulted in a measure of increased 
state flexibility in the use of Federal grant funds.22 
Despite variation in state utilization of this discretion, i t  
i s  clear that this aspect of the legislative intent, 
emphasized in HEW'S administration of the block grant, 
has been realized, although the extent of such realization 
has been constrained by the small amounts of "new 
money" available under the program. A review of the 
pattern of expenditure of 314(d) block grant funds now 
is  in order. 

STATE EXPENDITURE 
OF BLOCK GRANT FUNDS 

Thus far, this chapter has concentrated on adminis- 
trative features of the 314(d) block grant. Attention 
now turns to expenditure of these funds. Since many 
states claim they have used the program's flexibility to 



Table 19 

Reported Expenditures of State Health Agencies, by Source of Funds, 
FY 1974 

(in thousands) 

Fees and 
State Total Federal State Local Reimbursements Other 

U.S. Totals 
Alabama* 
Alaska* 
Arizona 
Arkansas* 
California* 
Colorado* 
Connecticut 
Delaware 
Florida 
Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas* 
Kentucky 
Louisiana* 
Maine 
Maryland 
Massachusetts 
Michigan* 
Minnesota* 
Mississippi* 
Missouri* 
Montana 

alter their previous expenditure patterns, comparison of 
the pre- and post-block grant patterns will be the focus 
of this discussion. At the same time, it must be stressed 
that the available data on 314(d) expenditures do not 
provide the basis for confident conclusions in this 
regard, and there are both inherent practical problems 
and serious conceptual difficulties involved in attempt- 
ing to understand the impact of this (or any other 
Federal health grant) program separate from the bulk of 
state health expenditures. 

As was noted in the 314(d) legislative history, this 
program did not fulfill its advocates' hopes that it would 

assume a predominant position in the Federal health 
grant structure. Instead, as Table 18 shows, appropria- 
tions for the block grant rose only gradually from the 
FY 1966 level ($57,550,000) for the categorical formula 
grant programs folded into 314(d), and have remained at 
$90,000,000 since 1970. When the effects of inflation 
over this period are considered, it i s  clear that the level 
of services supported by the program has actually 
decreased substantially since 1970. At the same time, 
state and local expenditures for public health services 
have been rising. To provide some perspective on the 
context within which the 314(d) grant operates, Table 



Table 19 (Continued) 

Reported Expenditures of State Health Agencies, by Source of Funds, 
FY 1974 

(in thousands) 

Fees and 
State Total Federal State Local Reimbursements Other 

Nebraska 5,451 3,377 2,073 
Nevada* 4,002 1,463 2,361 
New Hampshire 5,002 3,102 1,885 
New Jersey* 42,352 22,039 20,273 
New Mexico* 5,462 2,342 2,631 
New York* 182,205 17,153 145,972 
North Carolina 27,534 9,305 17,309 
North Dakota* 9,256 3,333 3,701 
Ohio 30,543 17,540 10,111 
Oklahoma 14,603 5,124 4,499 
Oregon* 8,755 3,991 2,500 
Pennsylvania 65.2 1 5 13,127 50,920 
Rhode Island 10,875 2,848 8,027 
South Carolina* 32,999 1 1,286 17,965 
South Dakota* 3,667 2,109 1,066 
Tennessee 50,264 10,618 28,962 
Texas 70,964 21,773 36,405 
Utah* 7,054 3,142 3,719 
Vermont* 4,307 1,538 2,768 
Virginia 58,395 9,700 32,393 
Washington* 17,129 10.010 6.71 5 
West Virginia* 12,354 4,689 4.41 7 
Wisconsin 12,269 5.01 0 7,258 
Wyoming* 3,635 2,915 519 

*Figures for these states include part of the state's Medicaid program. 

Source: Association of State and Territorial Health Officials, Health Program Reporting System, Initial Report on Programs and 
Expenditures of State and Territorial Health Agencies, FY 1974, (Washington, D.C.: ASTHO, May 1975). pp. 44-45. 

79 l is ts  total reported expenditures by state public 
health authorities, disaggregated by major revenue 
.sources. Even though these figures are incomplete, 
especially with respect to local revenues and expendi- 
tures, it i s  clear that the public health portion of the 
314(d) grant comprises only a small fraction of state 
health agency support. This point i s  elaborated in Table 
20, which shows the composition of Federal grant funds 
expended by state public health authorities. Although 
overall the 314(d) grant comprises only a little over 3 
percent of total reported health department expendi- 
tures, i t  represents almost 16 percent of total Federal 

health grants received by these agencies, with individual 
state figures ranging from 7.3 percent in Kentucky to 
38.5 percent in Missouri. To the extent that total 
Federal grants are critical to the states' health programs, 
the 314(d) block grant st i l l  i s  an important but clearly 
decreasingly revenue source for these programs. 

While it i s  a simple mechanical exercise to track 
these block grant funds to state level recipients, from 
that point on it is  very difficult to ascertain the uses for 
which these funds are expended. The categorical report- 
ing systems attached to the nine grant programs folded 
into 314(d) were replaced after the consolidation with 



Table 20 

Reported Expenditures of State Health Agencies From Federal Grants, by Source, 
FY 1974l 

Total For- Formula Total Project Project 
Federal 314(dl 314(d) Percent mula Grants Grants as Grants Grants as 

State ($000) ($000) of Total ($000) Percent of Total ($000) Percent of Total 

US. Totals $443,954. $70,577' 
Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia 
Hawaii 
Idaho 
l llinois 
Indiana 
l owa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 



I Table 20 (Continued) 

Reported Expenditures of State Health Agencies From Federal Grants, by Source, 
FY 1974 

'Components may not add to total Federal funds,due to the existence of an "other" category, in addition to project and formula 
grants, in the ASTHO data. 

'This figure represents the $90,000,000 appropriation minus a 1 percent reservation for evaluation, the mental health portion of 
the program (slightly over 15 percent), and the salaries of 63 Federal health professionals assigned to Rates and paid from those 
states' 314(d) allotment. 

Source: Association of State and Territorial Health Officials, Health Program Reporting System, Initial Report on Programs and 
Expenditures o f  State and Territorial Health Agencies, F Y  1974 (Washington, D.C.: ASTHO, May 1975), pp. 44-45; 58-59. 

successively less detailed reporting requirements. Some 
observers view this as the beginning of the block grant's 
weakness in reporting.23 Others contend that, given the 
manner in which these funds were administered in some 
states, i t  i s  doubtful that requirements for detailed 
reporting would produce reliable data. Whatever the 
reason, the lack of detailed expenditure data for the 
314(d) grant has been a major problem area since the 
program's inception. There has been no way for Con- 
gress and affected interest groups to determine which 
programmatic categories have benefitted and which have 
fared poorly as a result of the consolidation, nor for 
Federal administering officials to develop a clear under- 
standing of what the block grant has accomplished. 

Prior to 1975, the only financial analysis of the 
314(d) program occurred in conjunction with Con- 
gressional hearings on the Communicable Disease Con- 
trol Act o f  1972. During these hearings, HEW prepared 
an analysis of the budgets submitted with previous 
314(d) state plans. The results of this analysis are 
presented in Table 21, but should be interpreted with 
caution. As HEW noted in submitting this data, it 
represents only the state's budget estimates in the 
314(d) plans, not actual expeqditures. Further, the data 
i s  incomplete; that is, all state and local expenditures for 

Virginia $9,70a $1,610 16.6% $5,865 60.5% $3,835 39.5% 
Washington 10.010 1,239 12.4 2,425 24.2 7,246 72.4 
West Virginia 4,689 81 2 17.3 2,504 53.4 2,037 43.5 
Wisconsin 5,010 1,583 31.6 2,925 58.4 769 15.4 
Wyoming 2,915 324 11.1 1,237 42.4 462 15.9 

Total Project 
Grants 
($000) 

Formula 
Grants as 

Percent of Total 

public health are not covered, and how much of the 
total was covered in each state's 314(d) budget i s  
unknown. Moreover, the breakdowns by programmatic 
categories may be forced and artificial, hence not 
accurate. Finally, since the 314(d) and matching funds 
are a small fraction of total state expenditures for public 
health, they may be arbitrarily allotted to a few 
categories for the sake of accounting simplicity; the 
reported use of 314(d) funds then may not reflect the 
actual impact of these funds on state health programs. 

In view of these limitations, i t  would be unwise to 
place much confidence in the picture of general stability 
(with respect to the relative shares of the nine a t e -  
gories) which Table 27 presents. The largest variations, 
in absolute terms, are found in mental health and general 
health, but the major fluctuation in the latter appears to 
be due primarily to a sharp decrease in reporting of local 
health expenditures in 1970; and the large increase in 
mental health percentages is undoubtedly due to inclu- 
sions of state, local, or other Federal funds rather than a 
redistribution within the 314(d) block grant. This table, 
however, does suggest that heart disease control and 
home health services programs fared poorly under the 
block grant. The decline in budgeted expenditures for 
home health services seems to indicate that this pro- 

Project 
Grants as 

Percent of Total 

Total For- 
mula Grants 
($000) State 

Federal 
($000) 

314(d) 
($000) 

314(d) Percent 
of Total 



Table 2 1 

Comparison of Budgeted Allocations of 314(d) Funds, FY 1968-1971, with 
Prior Categorical Formula Grant Programs, FY 1965-1966 

Estimated Expenditures of Federal 314(d) 
Funds, Plus Required Matching Funds, Plus 
Some Local or Private Funds, From 314(d) 

State Plan Budgets for Fiscal Years: 
1968 1 969 1970 1971 

General Health 

Chronic Disease, Chronic 
Illness and Aging 

Tuberculosis Control 

Heart Disease Control 

Cancer Control 

Radiological Health 

Dental Health 

Home Health ~ewices' 

Mental Health 

Other, or Unallocable 
t o  Program Components 

Total 

Appropriated Federal Formula 
Program Category Grant Funds for Fiscal Years: 

1965 1966 

$ 10,000,000 10,000,000 
% 22.2 17.4 

$ 1 1,750,000 12,330,000 
% 26.1 21.4 

$ 3,000,000 3,000,000 
% 6.7 5.2 

$ 7,000,000 9,500,000 
% 15.6 16.5 

$ 3,500,000 3,500.000 
% 7.8 6.1 

$ 2,500,000 2,500,000 
% 5.6 4.4 

$ 520,000 1,000,000 
% 1.2 1.7 

$ - 9,000,000 
% - 5.6 

$ 6,750,000 6,750,000 
% 15.0 11.7 

$ - - 
% - - 

$ 45,020,000 57,550,000 
% 100.2 100.0 

'FY 1966 was the first year of operation for the Home Health Services Program 
'of this, $9,089,835 were from 314td). 
'of this, $9,004,264 were from 314(d). 
40f  this, $13,506,820 were from 314(d). 
'of this, $13,531,790 were from 314(dl. 

60 f  the non-mental health funds herein, $55,553,350 were from 314(d). 
'of the non-mental health funds, $54,001,694 were from 314(dl. 
'of the non-mental health funds, $75,397,460 were from 314(d). 
'0f the non-mental health funds, $75.504.1 43 were from 3141d). 

Source: Figures for FY 1968-1971 are taken from US. Congress. House, Committee on Interstate and Foreign Commerce, Communicable Disease Control 
Amendments 1972, Hearing before the Subcommittee on Public Health and Environment, 92nd, Cong., 2nd sess., 1972, p. 48. For the source of 
FY 1965-1966 figures, see Table I .  



gram's single year of operation as a categorical grant was 
insufficient to develop a strong following which could 
sustain it in the absence of a Federal earmark of funds. 
In the case of the heart disease control program, the 
explanation may lie in the low opinion of this program 
held by many public health professionals, as judged by 
the frequency with which such persons cite the heart 
disease program as an example of the irrationality of the 
small, pre-1966, categorical formula grants.24 Regardless 
of the tentative conclusions drawn above, i t  appears 
that, because of the unreliability of this data, neither 
Congress nor HEW atempted to use these proposed 
expenditure figures for national policy considerations 
relative to the consequences of grant consolidation. 

In an attempt to alleviate the continuing lack of 
expenditure data for the 314(d) program and to provide 
both financial and programmatic data on health depart- 
ment activities, in 1970 the ASTHO persuaded HEW to 
fund the research and development of the Health 
Program Reporting system, discussed earlier. The long 
range objective i s  the development and implementation 
of a standardized health program reporting system which 
would encompass state and local public health programs 
and all funding sources - Federal, state, and local. In 
view of the magnitude of the task, the project carried 
out several pilot data collection operations, which were 
extensively evaluated in 1973-74 by an expert com- 
mittee made up of representatives of the ASTHO and a 
panel of knowledgeable outside consultants. This led to 
the definition of output, the collection, and now to the 
reporting of the first data on a reasonably standardized 
basis. Results of this effort, with respect to aggregate 
expenditure data for the 314(d) program, are given in 
Table 22. 

These figures indicate that by far the largest share of 
314(d) public health funds (30.0%) is  expended for 
general health services. A breakdown of this category 
(see Appendix Table A )  shows that the major items 
include operation of state laboratories and general public 
health-oriented programs of local health departments. 
These items account for approximately 80 percent of 
the general health category. Other widespread uses of 
314(d) funds are: communicable disease control; "other 
programs, services, and administration;" unallocable 
local health department activities; chronic diseases; and 
general environmental health. 

In light of the differences in data bases and reporting 
categories, it is not possible to directly compare Table 
22 with Table 21 for all nine programs folded into 
314(d). For example, the heart disease and cancer 
programs of Table 21 are components of Table 22's 
chronic disease category (along with renal disease, 

general chronic disease, and other chronic disease activi- 
ties) and there i s  no way to isolate the 314(d) funds in 
each component. Also, the tuberculosis control category 
of Table 21 i s  one of five components of the communi- 
cable disease category in Table 22, again with no way to 
allocate 314(d) funds among these components. Those 
categories for which comparison i s  possible do not 
generally exhibit striking differences between the two 
sets of figures, although two exceptions require elabora- 
tion. I t  was previously noted that the high figures for 
mental health in Table 27 result from inclusion of other 
state, local, or Federal funds in addition to the mental 
health portion of the 314(d) grant, rather than a massive 
internal redistribution of block grant funds in favor of 
mental health. This observation i s  confirmed in Table 
22, which indicates that only 0.1 percent of the  public 
health portion of the block grant has been spent on 
mental health. Therefore, the total percentage of 314(d) 
funds spent on mental health i s  about 15.1 percent, or 
substantially the minimum percentage dictated by the 
15 percent mental health earmark. The other area of 
difference concerns the higher percentage of block grant 
funds allocated to radiation control in FY 1974. The 
absolute difference i s  not great in any event, and any 
actual resurgence of these activities probably i s  due to 
the expanded use of nuclear energy in recent years, and 
continuing concern over exposure to X-ray devices. 

Examined from the perspective of the contribution 
made by 314(d) funds to particular state health pro- 
grams, Table 22 tells a somewhat different story. On a 
national aggregate level, the block grant constitutes only 
3.2 percent of reported state health department expendi- 
tures, but this figure conceals some important variations 
in particular activities. For example, 314(d) funds 
comprise 22.8 percent of all reported expenditures for 
radiation control, 14.5 percent of chronic disease out- 
lays, 12.4 percent of communicable disease totals, and 
10.6 percent of general environmental health funding. 
Block grant funds are also disproportionately important 
sources of support for general health and preventive 
services, general consumer protection, and administrative 
costs. The importance of 314(d) funds to these essential 
and well established health activities, and to the states' 
entire public health programs, was recently highlighted 
by the strong and sustained protest by state and local 
health officials regarding the Administration's proposal 
to terminate the block grant. 

The above national figures are compilations of indi- 
vidual state reports, which have been tabulated by the 
Health Program Reporting System ~ro jec t .~ '  These state 
reports are too voluminous for inclusion here, although 
four summary tables are included in the Appendix. As 



Table 22 

Reported Expenditures of 314(d) Funds (Public Health Portion only), FY 1974, and 
Comparison with Reported Total State Health Department Expenditures 

Program Categories 

Total 

Personal Health 

General Health and 
Preventative Services 

Maternal and Child 
Health 

Communicable Disease 
Dental Health 
Chronic Disease 
Mental Health 
State-Operated 

Institutions 

Environmental Health 

General Environmental 
Health 

Air Quality 
Water and Water 

Quality 
Solid Waste 
General Consumer 

Protection 
Radiation Control 
Occupational Health 
General Sanitation 
Laboratory Services 

Health Resources 

General Health 
Resources 

Health Planning and 
Resources Development 

Health Facilities and 
Services Regulation 

Health Manpower 
Regulation 

Vital and Health 
Statistics 

Other Programs and 
Administration 

Funds t o  Local Health 
Departments Not 
Allocable to  Program 
Categories 

Reported 
Expenditures 
Total Public 

Health Programs 

314(d) (Public 
Health Portion) 

($000) 

314(d) as 
Percent of Total 

Reported 
Expenditures 

Percent of Total 
314(d) 

Expenditures 

Source: Taken from Association of State and Territorial Health Officials, Health Program Reporting System, Initial Report on 
Programs, and Expenditures of State end Territorial Health Agencies, Fiscal Year 1974, (Washington, D.C.: ASTHOIHPRS, May 
19751, p. 24. 



the HPRS project has cautioned, at this time, the data 
are useful only at a national level, as the best available 
gross indicator to state health program operations. 
State-by-state comparisons will be feasible only as the 
HPRS project is able to pursue i t s  continuing objectives 
to standardize definitions, capture or estimate total local 
expenditures, and account more rigorously for dif- 
ferences in responsibilities assigned to state health 
agencies and differences in fund flow, such as purchase- 
of-service arrangements. A current, Health Services 
Administration funded study of the 314(d) program has 
highlighted these problems at the current stage of 
development of the data system. The author of this 
study argues that the basic concept of categorical 
reporting by source of fund i s  inappropriate for a block 
grant and forces artificial and, therefore, meaningless or 
misleading accounting and reporting. The finding of this 
study corresponds closely to a position long held by the 
ASTHO, which has urged that the Federal government 
should evaluate 314(d) only as one funding source for a 
much larger public health program, rather than trying to 
track the detail of the small Federal dollar contribution 
through the much larger system.' 

The fundamental reason for this skepticism about the 
value of reports on 314(d) expenditures i s  the fungibility 
of revenue sources available to state and local govern- 
ments. The existence of many separate Federal grants, in 
addition to state, local, and private sources of program 
support, makes it impossible as a practical matter to 
determine which revenues support which activities, or to 
assess the impact of a given revenue source on total state 
or local health programs. Requiring identification of 
expenditures by source of funds presents a state health 
agency with two alternatives: separate accounts and 
billing systems can be established for each revenue 
source; or funds can be commingled, with some pro- 
cedure established for identifying - usually on a 
prorated basis - the revenues used to support each 
activity. In the first instance, a cumbersome and 
expensive mode of grant administration will be the 
result, with an inherently strong temptation to arbi- 
trarily "allocate" funds so as to minimize accounting 
complexity. In the latter case, accounting costs will be 
kept low, but the accuracy of reporting will suffer 
correspondingly. Most importantly, under either 
approach an examination of one revenue source will not 
reveal the true role of these funds in relation to the total 
health program of the state. And it i s  precisely the 
impact on total state and local health department 
activities which is  the appropriate question for a health 
block grant reporting system. All these problems are 
experienced in their extreme form in a program such as 

314(d), which, though broad in scope and small in 
absolute size, represents a small fraction of all Federal 
health grants. Hence, the opportunity for fungibility to 
confuse the issue is  enormous. 

For these reasons, there exists no adequate informa- 
tion on 314(d) block grant expenditures after eight years 
of program operation, though, the Health Program 
Reporting System i s  beginning to produce some useful 
data. The extent to which the Congress i s  aware of and 
concerned about the deficiencies in the Health Program 
Reporting System data i s  unclear, but in the absence of 
alternative information sources the House Committee on 
Interstate and Foreign Commerce has strongly endorsed 
the continuation of this uniform reporting system 
project.' ' 

In summary, the available data on state block grant 
expenditures i s  inadequate as the basis for assessment of 
the impact of the consolidation, either on total state and 
local health department activities or on the prior, 
legislatively protected categories. The little evidence 
which does exist suggests that a few of the disease 
categories may have experienced declining support under 
the block grant, while other activities, not fundable 
under the categorical formula grant programs, have 
received some 31 4(d) allocations. The magnitude of 
these changes i s  not great, however, and the general 
impression i s  that most of the established categorical 
disease control activities have continued to receive grant 
support after the cons~ l ida t ion .~~ These tentative 
findings are consonant with the prevalent qualitative 
assessment that absence of major funding level increases 
under the block grant has greatly limited the states' 
flexibility to alter the mix of health services provided 
with 314(d) support. 

STATE ATTITUDES TOWARD 
THE 314(d) BLOCK GRANT 

To this point, this section has reviewed the manner in 
which the states administer the 314(d) block grant, and 
the uses to which block grant funds have been put. The 
question remains, however, as to how, on balance, the 
states themselves evaluate this grant program. While 
many state health officials indicated displeasure with 
certain aspects of the program, and especially the failure 
of its funding level to grow as "promised" in 1966, all 
but four states reported general satisfaction with the 
block grant.2 This i s  an exceptionally favorable rating 
(92%), even considering the sample bias and the current 
battle over continuation of the program. Of the four 
dissidents, Alabama voiced frustration with the pro- 
gram's failure to keep pace with rising costs and i t s  



undependability for planning. Texas echoed this concern 
over funding levels and also cited the failure to fold the 
314(e) project grant program into the block grant, while 
West ~ i r ~ i n i a  and Wisconsin found the participation of 
Federal program officials inadequate in the areas of 
planning and goal setting, program evaluation, and 
technical assistance. 

When asked for their single, most important recom- 
mendation for improving the program (other than higher 
funding levels), six states suggested removing the 15 
percent earmark for mental health, the 70 percent 
requirement for local health services, or both (one state, 
three states, and two states, respectively). Two states 
called for removal of all existing restrictions on the 314(d) 
grant, and six states cited the need for earlier appropria- 
tion action by Congress to permit program planning. 
Five states mentioned some variation of the need for 

greater Federal-level political support for the program, 
including resisting the temptation to recategorize the 
block grant. Four states recommended closer working 
relationships between Federal and state (and local, in 
one case) health officials, especially in the areas of 
technical assistance, planning, and evaluation. Three 
states proposed revisions in Federal reporting re- 
quirements, to focus on the total state health program 
instead of isolating the 314(d) component (two states), 
or not to require impossible reporting of local agency 
expenditures. Individual state suggestions included: 
allowing states to carryover unexpended funds to 
succeeding fiscal years; removal of the requirement for 
local merit systems; eliminating A-95 coverage of the 
block grant in view of the new health planning legisla- 
tion; and scrapping the maintenance of effort and 
matching requirements to permit use of block grant 
funds for innovations for which state or local funds are 
not avai~able.~' Seventeen states did not recommend 
any specific improvement, with several of these ex- 
pressing complete satisfaction with the program as 
currently operated. I t  is worth noting that each of these 
suggestions i s  consistent with the block grant concept; in 
fact, most of them are in the direction of bringing the 
314(d) grant closer, to the ideal construct of a block 
grant. 

State health officials' perceptions of the major 
advantages and disadvantages of the block grant, in 
comparison with categorical Federal health grants, are 
also enlightening. On the positive side, one response 
stands out overwhelmingly: the  flexibility to use funds 
where the needs are the greatest or priorities highest, and 
to respond to changes in health needs over time, is  the 
most prized feature of the block grant, and was 
mentioned by all but one of the states responding to t h i s  

item. Some of the specific responses underscore tht 
intensity of this state viewpoint: 

The country varies in the priority of 
needs unmet in the public health field, 
and the block grant potentially provides 
the flexibility to meet these various pri- 
orities -Delaware; 

Placement of dollars based on state and 
local, rather than Federal, needs and 
priorities - New jersey. 

Funds can be used comprehensively, with 
the state agency establishing i t s  own 
priorities with regard to whom, how, and 
where the funds can be best utilized in 
helping satisfy the public health needs of 
the state's citizens - Texas. 

Social, economic, geographic, health 
factors, and state budget limitations vary 
from state to state. Block grants permit 
the governor and the health agency head 
to budget block grants to the most 
pressing health problems of the state - 
New jersey. 

It i s  flexible so we can respond to needs 
that are precluded using categorical grants 
- Vermont. 

Ability to meet peculiar public health 
needs as they arise - Ohio. 

Allows flexibility in use of funds within a 
given ceiling and eliminates categorical 
program matching -Hawaii. 

We are able to focus our attention on 
actual problems rather than expend re- 
sources on low priority areas - 
Kentucky. 

Local priorities can be funded rather than 
national priorities that might not affect 
our state - Utah. 

314(d) program grants provide the mech- 
anism for meeting the most pressing 
health needs on a statewide and indi- 
vidual locality basis - Virginia. 



In practice, allows states to set their own 
priorities for program funding com- 
mensurate with local and state needs - 
New York . 

Capability of shifting program emphasis 
(this i s  usually done evolutionarily rather 
than dramatically) - Tennessee. 

These arguments are summarized in the following 
response from Washington: 

The key advantage i s  flexibility. The funds 
are flexible among programs (e.g., equally 
applicable to personal health or environ- 
mental health activities), flexible among 
applications (e.g., used for a direct service or 
to develop a better management and control 
system), flexible to meet individualized 
agency needs (i.e., agencies in different areas 
with different health needs can use these 
funds to support their particular priorities), 
and flexible over time (i.e., funds used on 
this year's priorities may be switched to 
support a different set of program priorities 
next year). Thus, the funds are available to 
manage problems and meet changing needs 
and priorities. 

Other advantages mentioned by the states include: 
simplified administration or lower administrative costs 
(nine states); provision of a dependable financial support 
for basic state health programs (three states); greater 
state and local responsibility and accountability for the 
funds (two states); comparative ease of meeting 
matching requirements (four states); stimulation of local 
health services, or better utilization of local health 
department staff (three states); ability of the state to use 
all of its allotted Federal grant funds (one state); and 
reduction in Federal supervision or pressure for par- 
ticular usage of grant funds (three states). Overall, these 
comments correspond closely to the theoretical distinc- 
tions between block grants and categorical programs, 
with flexibility clearly regarded as the dominant block 
grant attraction and administrative convenience a distant 
second. 

With respect to disadvantages in comparison with 
categorical grants, the one most frequently cited is lower 
or uncertain funding levels, mentioned in some form by 
30 states. Most states offering this response also indi- 
cated that the reason for the relatively poor budget 
performance of the block grant is the inherent difficulty 

of obtaining sufficient political support for non- 
categorical activities. The following highlight state 
awareness of this fundamental block grant dilemma: 

Block grants by their nature do not 
generate constituent support in the com- 
munity or in the legislature. Also, they 
are more susceptible to budget cutting 
because of the relative difficulty of assess- 
ing damage - New York. 

Level of funding will be less as Congress is  
more responsive to categorical grants - 
Louisiana . 

The process of demonstrating specific 
program accomplishments is  made more 
difficult by allowing merging of funds 
versus specific objectives - Wisconsin. 

There i s  a lack of understanding of the 
314(d) provision and it i s  hard to obtain 
increases from Congress since there are no 
concrete, identifiable, health problems 
for which support can be specifically 
solicited - Colorado. 

Funding level has not kept pace with 
inflation, dwindling state resources, 
Federal promises, and public health needs 
- Rhode Island. 

Next in frequency among the responses was the 
disclaimer, made by 16 states, that any disadvantages to 
block grants exist. No answer other than the preceding 
two was given by more than one state. One such 
individual state response was that block grants actually 
create greater administrative difficulty, since fundable 
activities and reporting bases are less clearly defined. 
Other statements included the f~ l l ow ing :~  ' 

In a few instances, important programs 
not well understood by the public or 
state officials can be lost under 314(d) as 
opposed to categorical grants. 

Occasionally major segments go into 
replacement of state funds and into pro- 
grams which may not always be new, 
different, or helpful and in which the 
dividends are not always optimal. 



Table 23 

Attitudes of State Public Health Officials Regarding Expansion of the 314(d) Block Grant 

States 

U.S. Totals 
Alabama 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia 
Hawaii 
l daho 
Illinois 
Indiana 
lows 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 

oreeon 
Pennsylvania 
Rhode Island 
South Carolina 

Pmferenw for Expansion 

314(d) Cate- 
Blodc gorical N o  Pm 
Grant Grants ference 

If Ptwfermce is fo r  
314(d), is Expansion 
by Consolidation of 
Categorical Grants 

Favored (Keeping Total 
Grant Levels Constant)? 

No t  
Applicable Yes N o  

If Expansion by  
Consolidation is 
Favored, Should 
any Categorical 

Grants be Exduded 
From Such a Con- 

solidation? 

Not  
Applicable N o  Yes 



Table 23 (Continued) 

Attitudes of State Public Health Officials Regarding Expansion of the 314(d) Block Grant 

States 

Preference for Expansion 

314(d) Cate- 
Block gorical No Pre- 
Grant Grants ference 

South Dakota 
Tennessee 
Texas* 
Utah 
Vermont* 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming* 

I f  Preference is for 
314(d), is Expansion 
by Consolidation of 
Categorical Grants 

Favored (Keeping Total 
Grant Levels Constant)? 

Not 
Applicable Yes No 

X 
X 
X 
X 
X 
X 

X 
X 

X 
X 

I f  Expansion by 
Consolidation is 
Favored, Should 
any Categorical 

Grants be Excluded 
From Such a Con- 

solidation? 

Not 
Applicable No Yes 

*Texas, Vermont, and Wyoming did not respond to the third item. 

Examples: non-traditional or new types of programs; and health education grants. 
"xamples: immunization grants; venereal disease. 

Examples: maternal and child health; crippled children. 
Example: none given. 
' Example: crippled children. 

Examples: venereal disease; immunization grants. 

Swrce: AClR compilation of Rate health department (or equivalent) responses to  survey questionnaire of April 1975. 

This same flexibility can permit con- 
tinuing support of an existing program 
pattern without evaluation or response to 
changing needs. 

All these replies indicate that state health officials are 
well aware of the basic tension in the block grant 
mechanism. On the one hand, these officials value the 
flexibility and ease of administration the block grant 
affords, and on the other hand they deplore the lack of 
political support and low funding levels which accom- 
pany these desirable features.32 One way to resolve how 
the pros and cons of block and categorical grants balance 
out, from the perspective of state health officials, i s  to 
determine whether they would prefer expansion of the 
314(d) block grant or of categorical Federal health 
grants. This would be followed by determining whether 
those who favor expansion of 314(d) would do so if the 

mechanism were merger of categorical grants within 
314(d) - with total grant levels kept constant, and lastly 
by inquiring, if this second answer i s  also yes, whether 
there are any types of categorical grants which they feel 
should not be consolidated within 314(d)? 

These questions, in fact, were posed in the AClR 
survey questionnaire and the responses are presented in 
Table 23. There i s  no mistaking the states' preference for 
the block grant mechanism, despite their concern over 
the failure of the block grant to generate Federal 
Executive Branch and Congressional support, since 46 
states would rather see the 314(d) program expand than 
categorical grants. Only one state took the contrary 
position, commenting that Federal funds should be used 
to meet national priorities. Three states expressed no 
preference for either mechanism, suggesting that they 
consider the level of Federal grant support more 
important than the means by which these funds are 



d i~ t r i bu ted .~~  As the following comment illustrates, this 
group tended to consider this a Hobson's choice: 

You are asking do I s t i l l  beat my wife. As 
the answer above indicates, the block grant 
does have some administrative considera- 
tions that are attractive to states; e.g., use of 
money as the state sees priority and for state 
problems. However, the block grant fails to 
build a constituency while a categorical 
grant does. 

Interestingly, of the 46 states which prefer expansion 
of the block grant, ten would not favor an increase in 
the 314(d) program accomplished by a corresponding 
decrease in categorical health grants, in effect con- 
solidating these grants within the block grant. En- 
thusiasm for further grant consolidations may be 
tempered by the current political climate surrounding 
Federal grant programs. Some state and Federal program 
administrators now view proposals for consolidation 
with suspicion, considering them part of a strategy for 
achieving Federal budget reductions. This attitude was 
not present during the 314(d) consolidation, which, 
after all, occurred in a period of rapid expansion in 
Federal grant programs. But now this concern i s  a major 
factor in Congressional, interest group, and state re- 
actions to grant consolidation proposals. Not with- 
standing this suspicion, over 70 percent of state public 
health agencies favored an increase in the 314(d) 
program even by merging existing categorical grants into 
it, and this i s  an impressive endorsement of the block 
grant approach. 

Finally, when these 35 states were asked whether 
there were some Federal health grants which should not 
be folded into the 314(d) grant, 28 of the 33 states 
responding indicated that no such exceptions were 
necessary. Thus, over half of the state public health 
agencies could be characterized as "hardliners" toward 
the block grant, in that they favor merging all Federal 
health grants within 314(d), despite the budgetary 
hazards associated with this approach. As Table 23 
shows, the five states suggesting exceptions (plus New 
York, which, although declining to state a preference on 
the first two questions, nevertheless indicated that 
exceptions would be required) mentioned six programs 

or classes of programs. Those for crippled children were 
cited by two states, as were venereal disease control 
programs and immunization grants. Maternal and child 
health grants, health education grants, and "non- 
traditional or new types of programs" were each 
mentioned once, while one state reported that excep 

tions would be necessary but did not provide an 
example. The reason given for the recommended ex- 
ceptions was that these programs required special 
Federal support, either because they were new and not 
yet established, or because they were considered im- 
portant but politically vulnerable. 

In summary, state public health agencies generally are 
strong advocates of the block grant concept for public 
health. To them, the block grant's attractiveness lies in 
i t s  flexibility - across public health problems, priorities, 
and approaches to solutions, and over time - and in its 
relatively simple and inexpensive administration. They 
also perceive an inherent weakness in the block grant 
with respect to generating political - and therefore 
budgetary - support by the Federal government, and are 
quite concerned on this point. In fact, many state 
officials feel betrayed by the failure of the block grant 
funding levels to increase dramatically, as was clearly 
anticipated in the 1966 legislation. Further, many report 
that the relatively stable funding levels of this grant have 
tended to undermine the flexibility theoretically atten- 
dant to the block grant mechanism. This suggests that 
the effects of a grant consolidation can be very different 
from those of a completely new block grant. Despite 
these misgivings, the majority of state public health 
agencies clearly regard the block grant more favorably 
than categorical Federal health grants, even to the point 
of favoring the consolidation of all existing categorical 
grants into the 314(d) program. 

The message which comes through strongly i s  that 
state public health officials consider the record of the 
314(d) grant spotty in many respects, but desire to 
retain the block grant approach as part of the Federal 
health grant structure, preferably an increasingly im- 
portant part. Toward this end, the Association of State 
and Territorial Health Officials, in conjunction with 
other public interest groups, i s  pushing aggressively for a 
modified and greatly expanded version of the 314(d) 
program. In short, they would like to see the block grant 
experiment in health redirected somewhat, but def- 
initely continued. 

FOOTNOTES Services," Subpart B, 37 FR 24667, November 18, 1972, 
section 51.1 06. 

'Recommendation must be made jointly by the state health 'See Table 4. 
and mental health authorities, or by the governor. Federal 3 ~ l s o  see case studies in Appendix C. 
Register, "Grants to States for Comprehensive Public Health 4 ~ a s e d  on state responses to the AClR survey questionnaire. 



Responses are not presented in  table form because the 
working o f  the instrument apparently misled a number o f  
states into listing (including service providing staff) the total 
personnel whose salaries are supported in  whole or part by 
these funds, and not merely those involved in  administration 
o f  the block grant. 

'whether this indicates there is no overhead involved in the 
program, or casts doubt on their statement that the funds are 
administered as a discrete program, was not determined. 

6 ~ e e  the last part o f  this chapter, dealing with 314(d) 
expenditures, for details. 

7~~~~ compilation o f  state health department (or equivalent) 
responses t o  ACl R survey questionnaire o f  April 1975. 

'see the Oregon case study in Appendix C for an exception. 
'~ iversi f ied lnformation Systems, Inc., pp. 44-47; Robins, 

1974, pp. 131-1 55. The latter study was the first nationwide 
study o f  the 314(d) program, using data obtained from a 
50-state survey. This study also found that state CHP 
influence i n  the 314(d) program was greater for agencies 
located within the health department than those located in 
the governor's office. 

'O~obins,  1974, pp. 131-149; and the Susskind case study of 
the 314(d) program in Massachusetts, pp. 348, 352. 

"Diversified lnformation Systems, Inc., p. 50. 
12~ igures  on the exact proportion o f  314(d) funds thus 

allocated are not readily available, since Federally required 
budget submissions i n  this program are retained in the HEW 
regional offices. Further, the Health Program Reporting 
System o f  the Association o f  State and Territorial Health 
Officials does not collect data in  a manner which separates 
direct and indirect service provision. 

1 3 ~ e w  Mexico and Virginia. 
140ne state did not indicate the method o f  allocation. 
1 5 ~ o t a l s  add t o  39 because one state did not indicate method of 

allocation. 
16see Table 7 7 ;  also see the six case studies in  Appendix C for 

analysis on what these plans really entail. 
17See the 314(d) case studies in  Appendix C. 
lasee the six state case studies in  Appendix C. 

Issee the legislative history in  Chapter 11 for  detailed informa- 
t ion on these restrictions. There is also a requirement fo r  state 
merit systems, but this was not explicitly included in  the 

survey, nor mentioned by any state under the "other" 
category. 

''A similar finding in  1972 was reported by Robins, 1974, pp. 
120-1 24. '' Also see Robins, 1974, pp. 11 9-1 30. 

221t should be recalled that increased state flexibility in  a 
Federal grant program does not necessarily imply increased 
local flexibility as well. 

23 King, 1973, p. 40. 
2 4 ~ h i s  observation is based on state health agency responses to 

the ACIR survey questionnaire, and on interviews with HEW 
personnel and staff o f  national associations of public health 
officials. 

25~ssociat ion o f  State and Territorial Health Officials, Health 
Program Reporting System, "Fiscal Year 1974 Expenditures 
(Total and 314(d)) and 1975 Estimates by Program Titles as 
Reported by Individual State and Territorial Health 
Agencies," 1975 (mimeographed). 

26~hik les,  1975, p. V-19. 
2 7 ~ . ~ . ,  Congress, House, Committee on Interstate and Foreign 

Commerce, Health Revenue Shoring and Health Services Act 
of  19 74, Report Together with Minority and Additional Views 
to Accompany H. R. 14214, 93rd Cong., 2nd Sess. (House 
Report No. 93-1 161, June 27, 1974), pp. 7-8. 

2 8 ~  similar conclusion was reached in the GAO report on the 
314(d) grant (and two other Federal grants) in  three states. 
See U.S. General Accounting Office, How States Plan For and 
Use Funds to Provide Health Services, Washington, D.C.: 
GAO, December 1975, p. 33; also see the Massachusetts, 
Oregon, Tennessee, Texas, and Virginia case studies in 
Appendix C. 

29~ased  on state health department (or equiva1ent)responses t o  
an ACIR survey questionnaire o f  April 1975; also see Robins, 
1974, pp. 189-1 93. 

3 0 ~ h e  Special Health Revenue Sharing Act of  1975 removed the 
requirement for  state matching o f  314(d) funds. 

31From state health department (or equivalent) responses to  an 
ACI R survey questionnaire o f  April 1975. 

32~hese  ambivalent feelings also were identified in 1972 by 
Robins, 1974, pp. 190-1 93. 

33~onceivably, more state health officials might have adopted 
this position had the question been phrased in terms o f  
specific higher level categorical funding versus a lower 314(d) 
allocation. 





Chapter V 

Major Findings and Issues 

FINDINGS 

he preceding sections of this report have traced the 
origin and evolution of the 314(d) block grant 
component of the Partnership for Health Act, and 

have examined the way this block grant is  administered 
by Federal and state officials. In the course of this 
examination, conclusions have been reached in such 
areas as: the impetus for the initial consolidation; the 
themes present in subsequent modifications of the block 
grant's legislative base; the objectives of the consolida- 
tion; changing styles of Federal administration of the 
block grant; patterns of state block grant administration; 
the roles of local government and the private sector in 
the program; the reality of state flexibility under the 
block grant; an overview of block grant expenditures; 
and the attitudes of state public health officials toward 
this program. Specific findings in each of these areas are 
briefly summarized below. 

l mpetus for the Initial Consolidation 

Permanent Federal grant support for health services 
began in 1935 with a general health formula grant pro- 
gram. Over the next 30 years, this broad grant - actually 
a small block grant - was joined by many specialized 
programs directed at particular client groups or diseases. 
By 1966, this had produced a Federal health grant struc- 
ture dominated by categorical programs. 

As early as the late 1940s, however, this categorical 
structure came under criticism for inhibiting the devel- 
opment of balanced and flexible state and local health 



programs, and for imposing an excessive administrative 
burden on grant recipients. The first Hoover Com- 
mission, the Kestnbaum Commission, the House Inter- 
governmental Relations Subcommittee, the Joint Fed- 
eral-State Action Committee, and a 1961 ACl R report 
on Federal health services grants all expressed concern 
with these negative aspects of categorical grants. Each 
acknowledged that categoricals often had been effective 
in promoting new health programs, stimulating increased 
state and local expenditures for public health services, 
and enlisting political support for such programs. At the 
same time, they generally concluded that the pre- 
dominantly categorical health grant structure had in- 
hibited the development of a desirable system of 
Federal-state-local responsibilities in this functional area. 
The major recommendation of the five studies was a call 
for greater recipient flexibility in the administration and 
expenditure of Federal grants, although the specific 
means to this end varied from modification of the 
categorical system to its replacement by a block grant 
for public health services. 

These systemic criticisms of categorical grants were 
not sufficient to produce revision of the Federal health 
grant structure, as long as i t  appeared *hat the program- 
matic purposes of categorical grants were being achieved. 
I t  was only after these concerns were joined by 
mounting dissatisfaction with the quality of health care 
that legislative action occurred. In the early and mid- 
1960s, four major study commissions profoundly in- 
fluenced official assessments of categorical health grants. 
Beginning with the National Commission on Community 
Health Services and continuing with the 1965 White 
House Conference on Health, the National Conference 
on Medical Costs, and the National Advisory Commis- 
sion on Health Manpower, the nation's fragmented and 
excessively specialized health care system was scored, 
and categorical grants were cited as contributing to this 
condition. As a step toward achieving comprehensiveness 
in health care, a much stronger role for the block grant, 
within the Federal health grant system, was advocated. 

These two streams of thought converged in the 
mid 1 960s resulting in the Comprehensive Health Plan- 
ning and Public Health Services Amendments o f  1966. 
This act, commonly known as the Partnership for Health 
Act, accomplished a fundamental revision of the Federal 
health grant system. All nine categorical health service 
formula grants were consolidated into one block grant;' 
a similar merger converted seven project grant programs 
into one; and grant support for state and areawide 
comprehensive health planning was authorized. These 
components were intended to constitute an integrated 
approach, involving all levels of government and the 

private sector, to the planning, financing, and delivery of 
public health services. 

The block grant, created by Section 314(d) of the 
act, was adopted with little controversy in 1966, 
although previous consolidation attempts had generated 
intense opposition from specialized health interests. 
Potentially the strongest opposition, that of the mental 
health constituencies, was avoided by retaining a mini- 
mum 15 percent earmark for mental health services 
within the block grant. Other key features of the original 
314(d) block grant are noted below. 

Grants were to be awarded to states on a 
formula basis, contingent on HEW ap- 
proval of a state plan for comprehensive 
public health services submitted by each 
state's health and mental health agency. 

The initial (FY 1968) authorization, 
$62.5 million, was only a slight increase 
from the combined levels of the consoli- 
dated categorical grants, but i t  was clearly 
intended that the block grant would grow 
rapidly to a level four to five times that 
size. 

The requirements for state-local matching 
were variable, ranging between one-third 
and two-thirds of a state's total expendi- 
tures under i t s  314(d) allotment, depend- 
ing on i t s  per capita income level. 

The basic purpose of the block grant was 
simply to assist the states in "establishing 
and maintaining adequate public health 
services." Despite this broad statement of 
goals, the record clearly shows that the 
basic block grant dilemma - striking an 
appropriate balance between providing 
relatively unrestricted financial support 
for state and local health programs, and 
promoting national health care priorities 
- was not resolved. 

The link between the block grant and 
state and local comprehensive health 
planning (CHP) was left somewhat vague, 
the only stipulation being that block 
grant services must be "in accord with" 
any state CHP plans. No connection with 
local CHP activities was specified. 



Lastly, P.L. 89-749 required that block 
grant funds be "made available," by the 
state agencies to other public and private 
non-profit organizations, to secure their 
"maximum participation" in the provi- 
sion of block grant services. Here, too, 
the manner in which funds were to be 
made available, and any measures or 
targets for maximum participation of 
other agencies, were left unspecified. 

Themes Underlying Subsequent Amendments 

The modifications of the block grant authority since 
1966 evidence two main themes, both of which are 
manifestations of the basic tension in the block grant 
between furthering national priorities and supporting 
virtually any state and local health programs. The 
stronger theme has been the tendency of Congress to 
recategorize the health grant system by mandating 
attention within the block grant to particular health 
problems, and by creating numerous new categorical 
programs outside the block grant. With the exception of 
the vetoed 1974 amendments, which would have created 
a 22 percent earmark for hypertension control, these 
actions stopped short of setting aside a minimum 
portion of block grant funds for specific categories. 
Instead, state health agencies were required by the 1970 
amendments to address alcohol and drug abuse in the 
preparation of 314(d) state plans, and to provide such 
services pursuant to the plan commensurate with their 
importance in each state. In 1972, these provisions were 
strengthened by requiring 314(d) state plans to provide 
for licensing of drug treatment facilities, and for 
expansion of programs in the field of drug abuse. The 
Special Health Revenue Sharing Act of 1975, however, 
reversed this trend by eliminating special encouragement 
of these categories, and by omitting the 1974 bill's 
inclusion of an earmark for hypertension. It remains to 
be seen whether Congress henceforth will be able to 
resist the temptation to reinstate categories within the 
block grant. Beyond partial categorization of the block 
grant, Congressional preference for this approach is 
demonstrated by absence of major funding increases for 
the block grant and by the creation of nearly 20 new 
categorical programs since 1966 which would logically 
have been made a part of the block grant. The 1975 
legislation indicated no change in this pattern. 

The second theme has been the search for an 
appropriate link between the block grant and the 
comprehensive health planning (CHP) called for by the 
Partnership for Health Act. In 1970, this linkage was 

addressed by requiring 314(d) state plans to contain 
assurances of their compatibility with the total health 
program of the state. This was carried further in the 
1974 bill, which would have mandated approval of 
314(d) plans by the state CHP agency. The 1975 
legislation modified this language to account for the 
Health Planning and Resources Development Act of 
1974, stipulating that services supported by the block 
grant must be in accord with either the CHP state plan 
or the state plan prepared under the new health planning 
act. 

These developments illustrate the Congressional de- 
sire to tie the block grant to broader state decision mak- 
ing and priority-setting processes, and simultaneously to 
impose national priorities on the program. Both ten- 
dencies highlight the need for accountability of the 
block grant to someone, but represent attempts to fix 
the locus of this accountability at different levels. 

Objectives of the Consolidation 

Six different, and in some cases conflicting, elements 
of legislative intent have been highlighted in this report. 
These are crucial to any assessment of the block grant's 
record. 

One objective was simple and quite clear, 
though not of overriding importance. 
Consol idation of separate grants was 
viewed as a way to lessen the administra- 
tive burden - in terms of time and cost - 
which (it was felt) categoricals imposed 
on recipients. 

Perhaps the most important goal was 
providing state health agencies with 
greater flexibility in the use of Federal 
assistance, which then would be spent in 
accord with the peculiar health needs and 
priorities of each state. This flexibility 
also was sought because i t  was believed 
that the states would be better able, with 
this greater discretion, to provide services 
directed at the total health needs of their 
populations, rather than services directed 
a t  particular disease categories. 

In potential conflict with this emphasis 
on flexibility was another purpose, not 
present in 1966, but which emerged in 
1970 and increased in intensity in suc- 
ceeding years. This was that block grant 



funds were to be expended to further 
national health services priorities. This 
objective generated the trend toward 
partial recategorization of the block grant 
discussed earlier and the refusal to fold 
into the grant new categoricals that were 
functionally related to it. 

A fourth objective was assuring the com- 
plementarity of the block grant and 
comprehensive health planning activities, 
as discussed above. 

Congress also clearly intended that block 
grant funds would be used primarily to 
provide services, instead of covering ad- 
ministrative costs. To ensure this, the 
legislation stipulated that at least 70 
percent of the 314(d) grant must be used 
to support "services in communities," 
thereby limiting expenditures for ad- 
ministrative purposes. 

Lastly, broad participation of other 
public and private non-profit agencies was 
clearly desired in the state health agen- 
cies' provision of comprehensive public 
health services. This was essential to 
achieving the intergovernmental and 
intersector "partnershipJJ envisioned in 
the original act. 

Changing Styles of Federal Block 
Grant Administration 

Administration of the 314(d) block grant by HEW 
falls into two, more or less, distinct periods. The first, 
dating from the program's inception to approximately 
1970, was a period of adjustment to the new administra- 
tive problems posed by a block grant. During this period, 
program administrators in the HEW regional offices, 
accustomed to managing categorical grants and lacking a 
model of block grant administration, made sporadic 
attempts to exercise a degree of control over the content 
of 314(d) funded programs. These efforts received no 
support from the HEW central office, and gradually 
became less frequent. 

The implementation of a 1970 decision not to require 
submission of detailed state plans for 314(d), and to 
replace these plans with preprinted assurances that a 
plan exists which satisfies all applicable Federal require- 

ments, marked the beginning of the second period. The 
style of administration which has characterized this 
period, up to the present, i s  one of very little attention 
to the block grant, and a corresponding lack of interest 
in it. This pattern, of course, i s  the opposite of that 
sought by Congress, which has exhibited a growing 
tendency to increase controls over the block grant. 

In general, the current picture i s  one of less Federal 
involvement in all aspects of administration under the 
block grant than was the case in the categorical grants 
consolidated into 314(d). To a great extent, the pattern 
reflects the strong emphasis placed by HEW on the 
objectives of administrative simplification and recipient 
flexibility, relative to the other four objectives men- 
tioned above. Central office policy basically was to treat 
this program as money to which the states were 
"entitled" regardless of the use to which it was put.' 
The following specific findings concerning different 
aspects of Federal administration of the 314(d) program 
underscore this generalization. 

Manpower allocated to this program is  
minimal. In the central office, one person 
i s  assigned to this program on a part-time 
basis. Recent guidance on regional office 
staffing recommended that only a one- 
half man-year per region be assigned to 
314(d), and even this level would result in 
an increase in many regions. Several, in 
fact, have experienced a period of years 
in which no one was assigned prograrn- 
matic responsibility for the 314(d) grant. 

Central office policy has followed the 
legislative intent where that was clear, but 
generally has not clarified legislative 
ambiguities in the areas of local and 
private sector involvement, the impor- 
tance of innovation and reform under the 
block grant, and the relationship of com- 
prehensive health planning to the block 
grant. Above all, little has been done 
administratively to help resolve the con- 
flict between supporting state programs 
and furthering national priorities, where 
these differ. 

Evaluation by Federal officials has been 
less extensive under the block grant than 
the prior categorical grants. Only one 
Federally supported study was conducted 
in the first seven years of program opera- 



tion, and this was of limited scope. A 
second study was undertaken in 1975, 
when controversy over the program was 
at Its peak. The state health agencies 
concur in this assessment, since in our 50- 
state survey, 32 reported a decline in 
Federal evaluation activities under the 
block grant, while 16 observed no change 
and no state indicated an increased Fed- 
eral role.3 

Auditing also i s  regarded by both Federal 
and many state officials as less extensive 
now. Very few states have been audited 
in recent years; only two states suggested 
an increased Federal role in auditing, 
while 20 indicated less activity now, and 
26 observed no change. 

Federal involvement in both the prepara- 
tion and review of state plans appears to 
have declined since 1966. With respect to 
plan preparation, 35 states reported a 
diminished Federal role, and only six 
suggested the reverse; in plan review, 26 
states cited a decrease and six, an in- 
crease. These changes, i t  should be noted, 
occurred largely during the second phase 
of HEW'S administrative evolution. 

Technical assistance, monitoring, and en- 
forcement of reporting requirements also 
are regarded by Federal officials as having 
declined under the block grant, and the 
states overwhelmingly confirm this view. 

Disputes between state and Federal offi- 
cials, concerning the 314(d) program, 
have been very rare since 1970. Only 
seven states report ever having had such a 
dispute, and in all but one of these cases, 
the outcome was deemed satisfactory by 
the state involved. 

Thus, while some observers suggest that certain 
functions, especially evaluation and auditing, ought to 
receive greater Federal attention under a block grant, 
this has not happened under this program. Instead, the 
Federal role appears to have decreased in all functions 
since the consolidation. 

Basic Patterns of State 
Block Grant Administration 

Perhaps the most important finding here i s  that, once 
the block grant reaches the states, it ceases to be an 
identifiable program in the normal usage of the word 
and becomes instead simply another source of funds. 
These funds are merged with other revenues in support 
of numerous state or local health programs, with the 
314(d) funds sometimes, but not always, traceable in 
state accounting systems to particular activities. It i s  not 
surprising, therefore, that the states report "31 4(d) 
staffs" as either nonexistent or very small - usually 
financial management staff who allocate 314(d) funds to 
state program accounts. The broad scope of the 314(d) 
grant and i t s  administrative convenience are major 
factors in decisions regarding the way states administer 
these funds. Still, block grant funds are viewed by most 
states as having a separate role in their total health 
programs from that of categorical grants. 

Decisions regarding allocation of 314(d) funds are 
made with limited involvement of persons outside the 
state health agencies. While most states report that the 
block grant goes through the regular state budget 
process, their responses regarding the practical impor- 
tance of major budget actors (governor, central.budget 
office, and appropriations committees) in 314(d) alloca- 
tion decisions call into question the impact of this 
review in some states. Other interests, including compre- 
hensive health planning agencies, are seldom important 
participants in block grant allocation decisions in any 
states. The following specific findings support these 
general conclusions. 

Only two states report that the 314(d) 
funds are administered as a discrete state 
program. In contrast, 35 states indicate 
that block grant funds are merged with 
other revenues but can be traced to 
particular state health programs, while 11 
states report that these funds are merged 
with other revenues and are not identi- 
fiable within particular act ivi t ie~.~ 

The reasons given for the manner of 
administration varied considerably. The 
broad scope of the block grant was cited 
as a factor by 35 states; maintenance of 
an audit trail and ease of meeting Federal 
planning and reporting requirements were 
each noted by 26 states; and ease of 
financial management, the number and 



restrictiveness of other Federal grants, 
and the size of the block grant were 
mentioned by 24, 21, and 12 states, 
respectively. The suggestions of Federal 
officials were a factor for only three 
states. 

0 Thirty-seven states indicated that the 
block grant plays a unique role in their 
total health programs, while 12 stated 
that these funds have the same function 
as categorical grants. The essence of this 
unique role is the block grant's avail- 
ability for expenditure based on state and 
local priorities, and for support of broad, 
cross-categorical servicing efforts. In 43 
states, the block grant reportedly is 
covered in the regular state budget pro- 
cess, while six states indicated a different 
treatment and one did not respond to this 
question. This i s  somewhat different from 
the response on categorical health grants, 
which 39 states indicated are covered by 
the state budget process. 

The major participants in 314(d) alloca- 
tion decisions, cited by the states, include 
the central budget office, appropriations 
committees in the state legislature, local 
general purpose governments, and the 
governor, listed by 14, 13, 12, and 11 
states respectively. In 11, the governor, 
the central budget office, and the appro- 
priation committees - are all reported as 
having no important role in 314(d) alloca- 
tion decisions; this finding suggests that 
the budget review applied to the block 
grant is  largely perfunctory in some 
states. 

Comprehensive health planning agencies 
are generally not major participants in 
314(d) expenditure decisions. State CHP 
agencies were listed as major actors by 
only six states, as minor participants by 
23, and as unimportant by 18. Areawide 
CHP agencies were even less involved and 
were cited as major participants in only 
five states. 

0 Federal officials, the private sector, and 
citizens' groups, along with A-95 clearing- 

houses, are generally viewed as unimpor- 
tant in this block grant's allocation deci- 
sions. 

Local Government and Private Sector 
Involvement in State Block Grant 
Administration 

Despite the relatively minor role of these interests in 
state expenditure decisions, most states involve local or 
regional agencies in the operation of the 314(d) program 
by making suballocations of block grant funds to these 
units. The devices employed for these suballocations 
include formula-based awards, project grants, and 
combinations of both approaches, and the states vary in 
the degree to which they impose restrictions on recipi- 
ents' use or administration of these funds. Due to this 
wide variation, from the perspective of a local govern- 
mental or private agency, the block grant will have very 
different implications for local-level involvement and 
flexibility in different states. 

Private health care providers and private non-profit 
health-related organizations generally are not involved in 
these programs. For the most part, consolidation ap- 
parently caused little change on this score. But, those 
states that discerned an impact of the block grant 
mechanism on private sector roles, more often than not, 
saw i t  as decreasing private sector involvement. An 
expanded partnership between the public and private 
sectors clearly did not occur under the block grant. 

Over all, most state health officials perceive little 
impact on state-local relations in the public health 
sphere attributable to the switch to block grant funding, 
but those who do, overwhelmingly view i t  as a positive 
one. The following facts elaborate on these conclusions. 

Ten states make no block grant suballoca- 
tions to local or regional agencies, while 
37 allocate part of their 314(d) award to 
such agencies, and three report the entire 
award i s  suballocated. Of the 40 states 
which made su ballocations, 18 reported 
that they do so on a project basis, 12 by a 
formula, and nine by a mixture of both 
methods. Ten states indicated that no 
restrictions are placed on recipient use or 
administration of these funds, while 29 
employed such restrictions. Those states 
relying on the project grant for suballoca- 
tions most often impose restrictions 
(80%), followed by those using formula 



allocations (50%)) and those utilizing 
both methods (33%). 

Priorities for expenditure of block grant 
funds are set by the state most frequently 
(28 states), by local recipients in two 
states, and by joint state-local actions in 
13 states. In seven states, priorities are 
not set at one level, but it i s  not clear 
from the responses whether they are set 
at the other level. 

Private health care providers are described 
as having a major role in the 314(d) 
program in only two states, minor partici- 
pation in 11, and none in 36 states. 
Private non-profit health related organiza- 
tions are assigned a major place in the 
program in two states, a minor role in 18, 
and no part in 30 states. In comparison 
with the position of these organizations 
under the prior categorical programs, 29 
states report no change under the block 
grant, six claim an increased role, and ten 
cite a diminished status for these bodies. 

Overall, 29 states report no impact on 
state-local relations due to the block 
grant, while 17 states cite a beneficial 
impact, and only two states indicate a 
negative effect. 

Reality of State Flexibility Under the 
Block Grant 

The issue of greater recipient discretion i s  at the heart 
of the block grant rationale, and i s  one area in which the 
legislative intent clearly has been realized. The states 
overwhelmingly report that the block grant affords them 
greater flexibility than did the categorical grant pro- 
grams, although many note that this has been severely 
limited by the absence of significant funding increases 
for the block grant. Furthermore, most states indicate 
that this increased flexibility has been utilized, as 
reflected in new activities or changes in the levels of 
support for existing activities. With respect to the few 
restrictions in the 314(d) block grant, nearly half of the 
states assert that none of these provisions actually 
constrains, nor could restrain, their public health activ- 
ities. The restrictions most often cited as limiting state 
discretion include the mental health earmark, the 70 
percent minimum for services in communities, and local 

merit system requirements. Yet, none of these was cited 
by more than one-third of the states. Apparently, the 
difficulty of enforcing these restrictions does not relate 
only to the small size of this program, or the potential 
for fungibility presented by other Federal health grants, 
since few states indicated the impact of these restrictions 
would change if the 314(d) grant were larger or 
represented a larger percentage of Federal health grant 
funds. These difficulties, then, may arise from problems 
inherent in the nature of these restrictions, or from the 
opportunities for fungibility presented by large non- 
Federal health expenditures. These contentions are 
based on the findings outlined below. 

State discretion under the block grant, 
relative to that under the old categorical 
grants, is viewed as greater by 44 states, 
and not greater by three, with three states 
unable to make this comparison. Of these 
44 states, 30 report that they have used 
this increased flexibility in such areas as 
supporting local health departments, 
funding of cross-categorical health ser- 
vices, and basic supportive services such 
as central state laboratories. Twelve states 
indicate they have not used the increased 
flexibility, presumably because, in the 
absence of significant funding increases 
for the block grant, new activities would 
have been undertaken at the expense of 
existing programs. 

Twenty-three states maintain that none 
of the six major restrictions in the 314(d) 
program limits their discretion under the 
block grant, while 25 cited one or more 
of these provisions as an actual con- 
straint. Most frequently mentioned were 
the mental health earmark (16 states), the 
70 percent rule (14 states), and local 
merit system requirements (ten states), 
followed by the maintenance of effort 
and state matching requirements (six 
states each). Five states cited the local 
matching requirement. Only seven states 
responded that the impact of these re- 
strictions would change if the 314(d) 
program were larger - generally in the 
direction of greater constraint, and only 
six states anticipated a different impact if 
the block grant represented a larger per- 
centage of all Federal health grant funds. 



Overview of State Block Grant Expenditures 

The lack of adequate data on expenditure of 314(d) 
funds has been a perennial weakness in the block grant. 
While progress i s  being made in this regard by the 
Association of State and Territorial Health Officials' 
Health Program Reporting System, the necessary data do 
not exist for confidently comparing block grant expendi- 
ture patterns with those of the prior categorical grants. 
For a variety of reasons, especially the unverified nature 
of the data and the inconsistent and incomplete report- 
ing of local expenditures, the accuracy of the available 
figures i s  questionable. In addition, it i s  not clear what 
meaning should be attached to even "accurate" expendi- 
ture data for this (or any other single) program, due to 
the problem of fungibility of revenue sources. 

With these caveats in mind, several tentative conclu- 
sions can be offered. The first is that, while the 314(d) 
grant i s  small on a national basis in comparison with 
total state health department expenditures, its impor- 
tance varies considerably among the states. Moreover, its 
role in the support of certain health activities is 
disproportionately large, particularly in radiation con- 
trol, chronic disease, and communicable disease control 
programs. Perhaps of greatest interest is  the picture of 
general stability across categories over time which the 
available data suggest. Only two of the prior categories, 
heart disease control and home health services, appear to 
have fared poorly since the consolidation, while the 
general health category, alone, significantly increased its 
share of block grant funds. No other major shifts are 
evident, however. The following data illustrate these 
points in greater detail. 

As reported by the ASTHO reporting 
system, the block grant comprises only 
about 3.2 percent of state health depart- 
ment expenditures nationwide (FY 
1974)) but individual state figures range 
from 0.8 percent in Hawaii to 15.2 
percent in Iowa, with 12 states in which 
the share of expenditures derived from 
314(d) is 10 percent or more. Similarly, 
the block grant represents nearly 16 
percent of total Federal grant funds 
received by the state health departments, 
while individual state figures range from 
7.3 percent in Kentucky to 38.5 percent 
in Missouri. 

While the 314(d) block grant accounts for 
only 3.2 percent of total state health 

department activities, i t  i s  not evenly 
distributed among particular health activ- 
ities. The block grant represents a dispro- 
portionate share of reported state health 
department expenditures in general 
health (8.8%); communicable disease 
(1 2.4%); chronic disease (1 4.5%); general 
environmental health (10.6%); general 
consumer protection (7.9%); radiation 
contro l  (22.8%); general sanitation 
(5.1%); and laboratory services (5.1%). In 
some other areas, i t  represents a very 
small part of total expenditures. 

Block grant funds have been allocated 
mainly to the following areas: general 
health (30.0%); communicable disease 
(1 5.1 %); chronic disease (7.3%); funds to 
local agencies not identified by categories 
(9.6%); and "other programs and adminis- 
tration" (1 3.5%). Of the prior legislative 
categories, the dental health share of 
314(d) funds i s  now down to 0.9 percent, 
compared to a preconsolidation figure of 
1.7 percent; general health's 30.0 percent 
compares with 17.4 percent in 1966; and 
the 15.1 percent share for chronic disease 
contrasts with 21.4 percent in 1966. 

State Public Health Officials' Attitudes 
Toward the Block Grant 

Probably the most clear cut and least surprising 
finding i s  that state public health officials like the block 
grant. By an overwhelming margin, they report general 
satisfaction with the operation of the 314(d) program. 
They consider its chief advantage to be its flexibility 
across program categories, regarding types of activities, 
in light of local conditions, and over time. A distant 
second among the advantages cited was simplified or less 
costly administration. The main disadvantage of the 
block grant, relative to categorical grants, i s  perceived to 
be the lower political support - and, therefore, funding 
levels - it obtains. Despite this drawback, on balance, 
nearly all state public health officials declared a prefer- 
ence for expansion of the block grant rather than of 
categorical grants. Most held to this preference even if it 
were to be achieved by consolidating categorical grants 
within 314(d), and a majority would like to see all 
existing public health categoricals folded into the block 
grant. This strong support for the block grant i s  reflected 
in the following specific findings. 



The block grant i s  viewed as generally 
satisfactory by fully 46 states, with only 
four states responding in the negative. I t s  
chief attraction is flexibility, cited by 48 
states, while administrative simplification 
was mentioned by nine states. The major 
disadvantage associated with the block 
grant i s  low or uncertain funding levels, 
cited by 30 states, while 16 states deny 
that any disadvantages exist in com- 
parison with categorical grants. 

In keeping with the above, 46 states 
prefer expansion of the block grant to 
that of categorical grants; three states 
indicate no preference between the two; 
and one state declared a preference for 
categorical expansion. Of these 46, all but 
ten of the 45 states responding would 
continue to favor expansion of the block 
grant, even if achieved by melding exist- 
ing categoricals into the 314(d) grant. 
Lastly, of these 35 states, 28 are deter- 
mined block grant advocates, favoring 
consolidation of all existing categorical 
grants within the block grant, while five 
states suggest exceptions which should be 
retained as categorical programs, and two 
states did not respond to this item. 

INTERGOVERNMENTAL ISSUES 

The history of the 314(d) block grant raises many 
issues which may be salient to broader consideration of 
the role of block grants in the intergovernmental aid 
system in this country. This determination, of course, 
must be made by comparing the results of this case 
study with those of other block grants. Whether these 
issues prove to be generally applicable to block grants or 
not, they must be addressed in considering the future 
course of the 314(d) program. 

To sharpen possible generic block grant questions and 
to highlight certain continuing dilemmas specific to the 
314(d) grant, four basic questions should be addressed. 

First, i s  the basic purpose of the Federal 
block grant essentially the furtherance of 
state and local health services priorities, 
or rapidly changing national program 
priorities, or both? 
Second, can an appropriate Federal 

administrative role be defined for a block 
grant? 
Third, i s  recipient flexibility necessarily 
achieved under a block grant; if not, 
under what conditions i s  this flexibility 
achieved? 
Fourth, what are the political effects o f  a 
block grant; who fares well and who fares 
poorly under this form of Federal aid? 

These broad issues, of course, are highly interrelated. 
But, to clarify the analysis, they are discussed separately 
insofar as i s  possible, and in the context of the 314(d) 
block grant. 

To What Extent Should the Block Grant Be 
Responsive to State, Rather Than Federal, 
Priorities? 

It has been observed repeatedly in this chapter that 
the fundamental dilemma of the 314(d) block grant i s  
the ambiguity surrounding its basic purpose - whether 
the block grant i s  in tended chiefly to support practically 
any state and local health activities the recipient prefers, 
or to further particular national priorities in public 
health. Stated in terms of fiscal accountability, are block 
grant funds meant to be responsive to state and local, or 
to national priorities? Neither Congress nor HEW came 
to grips with this question during the measure's legisla- 
tive development. Instead, HEW asserted that national 
and state interests were complementary; hence, the 
question was academic. While the committees expressed 
some skepticism that this would always be the case, they 
provided only ambiguous guidance as to how disagree- 
ments between Federal officials and the states should be 
resolved. 

This presumed congruence of state and Federal 
interests i s  not supported by the history of the 314(d) 
program. The early years of the program were marked 
by a number of disputes over state program content. In 
the absence of prior resolution of this issue, these 
disputes caused great administrative confusion. The 
states involved maintained that they were entitled to the 
funds, regardless of how they intended to use them, 
while HEW's regional offices argued that Federal ac- 
countability for the program could not be preserved 
without authority on their part to exercise a degree of 
control over state programs. These conflicts were re- 
solved by acceding to the states' viewpoint, but at a cost 
of a very considerable decline in HEW's interest and 
Congressional confidence in this program. With Con- 
gress, the lack of congruence between state and Federal 



interests under the block grant led to repeated moves to 
partially recategorize the block grant, by requiring that 
the states address certain problems of national concern 
with these funds, and to the establishment of new public 
health categoricals. 

This evidence that state and Federal public health 
priorities do not coincide perfectly means that i t  i s  
necessary to face the issue of the extent to which the 
block grant should be responsive to state, rather than 
Federal, interest. A corollary issue i s  the question of 
whether a state-dominated block grant can develop 
sufficient political support at the national level to 
survive the severe competition with categorical grants for 
limited resources.' The failure of the 314(d) block grant 
to achieve the higher funding levels envisioned at its 
inception, and the recategorization of the Federal health 
services grant structure since 1966, suggest what the 
answer to this question may be if insufficient recogni- 
tion i s  given to the need for national level accountability 
under the block grant. After all, i t  i s  easier to mobilize 
political support around assaults on particular health 
problems than for general or comprehensive health 
services. Furthermore, i f  the block grant i s  not respon- 
sive to the need of Congress and HEW to demonstrate 
action on well publicized health problems, or does not 
document what has been achieved by the states with 
block grant funds, it will be at a considerable disad- 
vantage in the Federal budget process. This holds true 
regardless of the merit of the activities supported with 
block grant funds. Such has been the experience of the 
314(d) grant. Based on its record, it may be surmised 
that, despite this year's reaffirmation of Congressional 
support of the program, the continued survival of this 
block grant in i t s  present form i s  problematic, unless a 
better accommodation i s  reached between Federal con- 
cerns and state or local priorities. A t  the same time, 
moving too far in the direction of responsiveness to 
Federal influence would undermine the recipient flexi- 
bility and administrative simplification which distinguish 
block from categorical grants; and the latter, after all, 
were crucial factors in creating the block grant in the 
first place. 

How Should The Federal Administrative Role 
Be Defined In A Block Grant? 

Intertwined with the previous issue i s  that of defining 
a Federal administrative role appropriate for the block 
grant. The awkward period of adjustment by Federal 
program officials to this new funding mechanism, after 
the 1966 consolidation, was no doubt due in part, as 
some observers have argued, to the lack of a normative 

model of block grant administration. Without such a 
model, HEW administrators turned initially to the style 
of operation they were accustomed to under categor- 
ical~, and later adopted a management style that 
bordered on abdication. Neither of these extremes seems 
satisfactory, for reasons discussed above. Yet, no a p  
propriate middle ground has been articulated. 

In searching for this higher middle ground, three 
major aspects of Federal block grant administration 
must be considered. The first involves the Federal 
administrative functions treated earlier in this study: 
provision of technical assistance; review and approval of 
state plans; program evaluation; monitoring of state 
programs; auditing; and resolving disputes which arise 
over program implementation. All of these activities, of 
course, could apply to either a block or a categorical 
grant. The issue i s  deciding which of these functions 
should be emphasized, and which de-emphasized, in 
block grant administration. Some observers have sug- 
gested that the administrative style best suited to this 
block grant i s  one which focuses on the evaluation and 
audit functions, whereas, in fact, these functions appear 
to have received the least attention by 314(d) officials. 
Other commentators have stressed different functions, 
particularly plan review and monitoring, while still 
others argue that technical assistance should take on 
increased importance under a block grant, both as a 
natural complement to a change in the locus of decision 
making for grant funds, and as an avenue for encourag- 
ing response to problems of national prominence. 
Selecting from, and achieving a balance among, these 
functions i s  the essence of block grant administration. 
Neither task can be safely avoided, since they both have 
substantial implications for the survival of a block grant. 
After all, the ability of Federal officials to devise an 
administrative role in which they feel comfortable i s  an 
important determinant of their attitudes toward a 
program, which in turn strongly affects the treatment 
afforded the program in the budget process. 

A second key aspect of Federal block grant adminis- 
tration i s  selecting an appropriate focus for these 
functions, especially monitoring and reporting require- 
ments, evaluation, auditing, and technical assistance. 
Should Federal attention be directed to the block grant 
funds only, to all Federal funds, or to state and local 
public health expenditures in their entirety? Tradition- 
ally, Federal officials have concentrated exclusively on 
the block grant (or particular categorical program) 
funds, but some observers maintain that this focus i s  too 
narrow to obtain a meaningful picture of what the block 
grant i s  accomplishing. Instead, they suggest the entire 
state and local public health program as the proper 



subject of these administrative functions. Underlying 
this argument are the problems of fungibility of revenue 
sources, and the apparent tendency of many state health 
agencies to allocate block grant funds to program 
accounts in such a way as to minimize accounting 
complexity. On the other hand, expanding the focus in 
this manner would subject all state and local health 
activities to Federal review, even those financed entirely 
by state and local revenues. Such a course, particularly 
in the case of reporting requirements, might substan- 
tially increase the cost and burden of state and local 
grant administration, not to mention the likelihood of 
political and legal resistance. And such results would 
weaken one of the major arguments advanced in favor of 
the block grant. 

The last aspect of Federal block grant administration 
considered here is whether the particular program 
requirements are enforceable. This issue arises, of course, 
from the problem of fungibility. Nearly half of the state 
health agencies report that not a single one of the 
restrictions embodied in the 314(d) statute has any 
impact on their total health program, while most of the 
remaining cite only one or two of these requirements as 
having such an impact. This situation appears to result 
from the existence of plentiful opportunities for re- 
budgeting revenue sources in particular program areas, so 
as to counterbalance the effects of Federal program 
requirements. In short, the presence of categoricals and 
of major recipient outlays from own sources must be 
considered when constraints are contemplated. The 
imposition of  restrictions which cannot be enforced can 
have few beneficial effects on the integrity of Federal 
and state grant administration. At best these require- 
ments serve to communicate Federal policy preferences, 
while at worst they force Federal and state officials to 
engage in a devious and debilitating form of intergovern- 
mental grant administration. Moreover, they may uncon- 
sciously establish a dual standard of recipient administra- 
tion which i s  more restrictive for less sophisticated or 
more circumspect states. For these reasons, definition of 
an appropriate mode of  Federal block grant administra- 
tion must consider the enforceability of current or 
proposed program requirements. While the preceding 
statement also applies to the administration of some 
categorical grants, the broader scope of block grants may 
render them somewhat more susceptible to this problem. 

To What Extent is Recipient Flexibility 
Actually Realized Under a Block Grant? 

Probably the most important objective of the 314(d) 
consolidation was to provide recipients with the flexi- 

bility to expend grant funds on the basis of their own 
health service priorities. This examination of the 314(d) 
block grant suggests that several factors (in addition to 
program restrictions discussed above) may jointly deter- 
mine the extent to which recipient flexibility i s  actually 
realized under a block grant, and the manner in which it 
i s  exercised. One such factor is the size of the block 
grant. Even though i t  removes all categorical restrictions 
on expenditures (with the exception of the 15 percent 
mental health earmark), the magnitude of the 314(d) 
block grant clearly places limits on the flexibility it 
provides. This program, after all, operates in an area 
dominated by categoricals, and it i s  small in relation to 
total state and local health expenditures. Hence, i t s  
discretion may be less fully utilized than that of an 
identical block grant which comprises a greater share of 
i t s  program area. 

Another potentially significant factor i s  the origin of 
the block grant. Those block grants, such as 314(d) 
which are formed by consolidating existing grants may 
have very different implications for recipient flexibility 
than block grants in largely new program areas (such as 
the LEAA program). The former will have inherited 
established programs and their vested constituencies, 
while the latter at least initially have no corresponding 
claimants for continuing support. The political difficulty 
of eliminating established programs may be a strong 
counterforce to a state block grant administrator's desire 
to initiate new programs or to alter the funding levels of 
existing programs. ~imi\arly, the presence of "new 

money" - that is, increases in real funding levels - in 
the initial year of consolidation, and in later years of 
both consolidated and "new" block grants, may be a 
prerequisite to large-scale exercise of a block grant's 
flexibility. In both types of block grants, the dynamics 
of program support tend to lock administrators into a 
continuation of the previous year's activities, and "new 
money" often provides the real margin for flexible 
resource allocation. 

Finally, as was noted in the body of this report, even 
where state level flexibility i s  achieved under a Federal 
block grant, there i s  no guarantee that local-level 
flexibility will be similarly enhanced. Widely varying 
patterns of state aid systems interact with the 314(d) 
block grant to produce widely varying effects on local 
recipient flexibility. It i s  possible to specifically prohibit 
states from recategorizing or otherwise restricting the 
portions of the 314(d) grant they suballocate to local 
agencies, but doing so would diminish state administra- 
tive flexibility. Thus, in a block grant which i s  awarded 
directly only to state-level recipients, state and local 
flexibility may constitute conflicting program objectives. 



Alternatively, Federal block grant awards could be made 
directly to both state and local recipients, although such 
a practice would considerably increase the complexity of 
the 314(d) block grant and, in many cases, tend to 
ignore the states' prime role in this functional area. 

What Are The Political Consequences of Block 
Grant Funding? 

In the view of many observers, the most critical block 
grant question i s  who fares well and who fares poorly 
under a block grant? Put more specifically, in compari- 
son with categorical funding, which programs, types of 
activities, population subgroups, and geographic areas 
tend to benefit and which tend to suffer, under the 
block grant mechanism? This question i s  even more 
pressing in the case of block grants formed through 
consolidation, such as the 314(d) program, where 
established programs are no longer protected by legisla- 
tive categories and are compelled to compete at the state 
and local levels for continued funding. Despite the 
overriding importance of this issue, the paucity of 
detailed expenditure data for the 314(d) block grant 
precludes authoritatively answering this fundamental 
question. The available evidence suggests that large-scale 

redistribution of resources has not occurred under the 
314(d) grant, although heart disease control and home 
health programs have lost ground to general health 
activities (the probable reasons for this general stability 
were discussed in the earlier section on recipient 
flexibility). Yet, this issue is  of considerable interest to 
Congress and the special health constituencies, and i s  the 
primary concern of block grant opponents. Clearly, if 
block grant allocation decisions appear to have been 
made on capricious or purely political basis, or to be 
systematically detrimental to certain groups or activities 
in favor at the national level, the future role of the block 
grant will be problematic. 

FOOTNOTES 

'several health programs not then administered by the US. 
Public Health Service were excluded from this merger. 

'TO a certain, but lesser, extent this view applied to the 
previous health formula grants as well. 

3 ~ ~ o  states were unable to compare previous and current 
Federal evaluation practices. 

4~umbers  may not always total 50, due to non-responses to 
some i tems. 

'See Robbins, 1974, pp. 156-1 61. 



Chapter VI 

Recommendat ions 

T his volume of the Commission's study of the 
In tergovernmental Grant System: An Assessment 
and Proposed Policies, has focused on the Partner- 

ship for Health program, the first block grant to be 
enacted in recent times. The Commission believes that 
lessons regarding block grants in general and public 
health programs in particular can be learned from this 
case study. 

In assessing the decade of experience with this 
program, the Commission concluded that some form of 
broad, block grant was s t i l l  the best intergovernmental 
approach in the public health services area. Hence, it 
rejected proposals that would leave the categoricais 
supreme in this field and that would maintain the 314(d) 
program essentially in its present, distinct position. 
Moreover, while recognizing the merit of authorizing the 
transfer of a specified percentage of the funds from one 
health grant to another,' the Commission believes the 
time is ripe for a bolder, more innovative approach to 
the problem of achieving greater recipient flexibility 
while recognizing national concerns in public health 
 service^.^ 

Yet, in devising such an approach, the Commission is 
convinced that it should be confined essentially to the 
program terrain covered by the score of existing 
categoricals, the 314(d) program, and any future 
enactments relating to public health services. In our 
opinion, the practical, programmatic, administrative, and 
fiscal hurdles facing any basic reform proposal in this 
area are high enough without adding the even higher 
hurdle of personal health care.3 

In short, the Commission finds that the existing 
public health services block grant has failed to live up to 
the commendable flexible servicing, expanded funding, 
and broad systemic goals of i t s  framers, essentially 
because of the subsequent failure of Congress and the 
Administration to abstain from categorical enactments, 
thereby failing to achieve an effective balancing within 
the program of national priorities and state-local 
program discretion. Hence, . . . 



The Commission recomends that Congress enact 
legislation authorizing Federal cost sharing for a range of 
statutorily specified public health services up to an 
overall per capita ceiling within each state modified in 
accordance with appropriate need factors with the added 
provision that any changes in national health protection 
priorities, as determined by Congress, would be reflected 
in a temporary variation in cost sharing modified to 
recognize regional and state differences, for the 
service(s) in question. 

The Commission also recommends, that with enact- 
ment of this cost sharing program, Congress repeal 
section 314(d) of the Public Health Services Act and, 
over a reasonable period of time, fold into this new 
program other public health programs. 

The Commission further recommends that Congress 
include' in this cost sharing legislation provisions 
requiring: 

each participating state - in conjunction 
with the units of local government in- 
volved, where appropriate - to develop a 
comprehensive annual plan applicable to i t s  
(their) program and priorities for rendering 
public health services; 

such plans to be published and generally 
made available to the public for review and 
comment, before submission; 

the appropriate unit in the Department of 
Health, Education and Welfare to give 
substantive review in light of statutorily 
determined public health program goals 
and priorities, to approve such plans, to 
monitor the process by which they were 
developed as well as their implemen- 
tation, and periodically to evaluate the 
effectiveness of this cost sharing arrange- 
ment? 

This omnibus recommendation with its three major 
components i s  designed to achieve five broad and 
interrelated objectives. 

First, it is geared to recognizing national, top priority, 
public health concerns while simultaneously expanding 
state and local discretion in this broad servicing area and 
each within the context of a single omnibus program and 
process. 

Second, through the proposed cost sharing 
arrangement capped by an overall per capita ceiling for 

each state, it seeks to expand state and local 
participation in this program area, while avoiding the 
danger of an "open-endedJ' Federal assistance program. 

Third, i t  realistically views consolidation of all 
existing public health categoricals as a gradual phasing-in 
process, but seeks to achieve some of the benefits of the 
block grant approach more immediately. 

Fourth, through its state planning process, i t  seeks to 
involve affected local governments, chiefly counties, as 
well as the public in developing a balanced ordering of 
public health services within each state. 

Fifth, it attempts to clarify the administrative role of 
HEW under this evolving block grant program by 
specifying four basic activities that are necessarry to 
maintain a proper protection of the Federal interest, 
while excluding activities that would unnecessarily com- 
promise state-local discretion. 

This reform proposal parallels that of the Association 
of State and Territorial Health Officials (ASTHO) and 
the National Association of County Health Officers.' 
Under it, the existing 314(d) block grant would be 
replaced with a Federal reimbursement of fixed 
percentages of state and local expenditures for a 
statutorily defined set of health services. Moreover, the 
numerous related categorical grants directed at public 
health services would be gradually repealed and folded 
into the new program. The basic factor prompting this 
phasing-in strategy, of course, is i t s  greater political 
feasibility. 

How then would this modified block grant approach 
work? Fiscally, the level of Federal funding in any one 

year would vary under a ceiling depending on each 
state's pattern of expenditures for health services which 
are eligible for cost sharing. The ceiling, a per capita 
dollar figure adjusted according to appropriate need 
factors, would serve as the means of making this into a 
"closedend" program. Under one version of this plan, 
the Federal government on an interim basis would 
assume 75 percent of the cost of eligible expenditures 
added after the year of enactment until such time as the 
state's per capita maximum level was reached. The per 
capita ceiling would average $4.00 nationwide under 
that version. A pass-through of Federal funds to local 
governmental units would occur in those health services 
areas where such units are the basic providers and a 
maintenance of effort provision would bar states and 
localities from substituting Federal cost sharing funds 
for their own outlays in the affected program areas. 

The only departure from this basic funding 
arrangement would be where Congress designated certain 
services as high priority national concerns. Such action 
would escalate the interim Federal match and, in some 



cases, the per capita ceiling to a higher level for the 
service or services so designated, but following a 
statutorily determined period the match or per capita 
ceiling would decline to that which applies to the 
foundation cluster of eligible services. This feature, of 
course, recognizes the Congress' continuing concern 
with topical public health services and provides an 
effective means within the new program for expressing 
this concern without resorting to a series of categorical 
enactments. 

The most distinctive programmatic features in this 
cost sharing proposal relate to the eligibility and merger 
questions. What state-local programs then would be 
eligible for cost sharing? Congress would indicate the 
range of eligible programs in the enabling statute, within 
and among states, the cluster of services covered by this 
arrangement could vary from year to year. The 
particular mix would depend largely on the outcome of 
each state's program planning process, analyzed below. 
Yet, the range of services included in any state plan 
inevitably would be conditioned by the list of services 
that Congress specified as being eligible for cost sharing 
in the authorizing legislation. This l is t  might well include 
the more than 20 categorical programs that now 
comprise the public health assistance package, as well as 
other program areas for which states and localities have 
assumed prime responsibility. In any event, the degree of 
recipient program flexibility here would hinge heavily on 
Congressional specification of a wide variety of existing 
and potential public health efforts in the enabling 
enactment. 

On the question of consolidating existing public 
health categoricals with the cost sharing program, a 
gradualist approach is  recommended. The politics of 
public health, after all, has created more than a score of 
categoricals, with separate vocational interests, varying 
matching, and divergent eligibility provisions. Yet, 
gradualism i s  not a synonym for stasis. 

The repeal of the 314(d) program would constitute 
the first hurdle here, since this would eliminate the 
mental health earmark within the  program. Yet, in 
practical administrative terms, this involves potentially 
direct conflict only between two units within state 
governments. If the ostensibly separate vocational 
concerns of public and mental health cannot be 
reconciled - hopefully with gubernatorial and state 
legislative support - then the prospects of additional 
program mergers are bleak indeed. Secondly, in 
developing the draft legislation, Congress might well 
focus on a procedure that assures an early folding-in of 
the five formula based categoricals6 that presently are 
largely the responsibility of state public and mental 

health agencies. As with the mental health earmark, the 
strategy here is to single out those programs that now 
are administered by state health units, the rationale 
being that a minimum disruption of administrative 
patterns and practices would result from such mergers 
and that current gubernatorial and state legislative 
sentiment would be supportive of such an effort. 
Finally, Congress is well aware of the major difficulties 
facing those attempting to merge the 16 project grants in 
the health services field.' Yet, six of these are directed 
primarily to state and local general government health 
agencies and this narrowing of recipient eligibility to the 
public sector may suggest a second generation of 
consolidation candidates. I t  is  with the remaining nine, 
primarily benefiting private non-profit agencies, the 
greatest difficulty will be encountered. Hence, these 
probably should be slated for a s t i l l  later folding into 
the new grant program. A mechanism that Congress might 
consider in developing a schedule for consolidation i s  to 
require that, by the end of each succeeding three-year 
period following enactment of the cost sharing legisla- 
tion, all health service formula grants be automatically 
merged with the program unless Congress reviews and 
specifically exempts one or more of them from con- 
solidation. With the public sector project grants, the 
period of time might be extended to four or five years, 
while for the private non-profit oriented, project grants, 
the period might be five or six years. Regardless of 
method, however, Congress should build into the 
authorizing legislation a set procedure for coping with 
the question of consolidations. 

The process by which the state plans would be 
developed somewhat modifies present practice. 
Essentially, all public providers of health services within 
a state initially would participate in a statesponsored 
effort that would identify continuing and new health 
protection needs, establish priorities, and culminate in a 
broad state program plan. This, in turn, would have to 
be compatible with the overall comprehensive state plan 
prepared by the statewide health coordinating council 
pursuant to sections 1513(3) and l524(c)6 of the 
Health Planning and Resources Development Act of 
7974 (P.L. 93-641). Elected officials of the various 
jurisdictions involved, especially the governor and 
probably the health committees of the state legislature, 
also should participate at the appropriate stage of this 
planning process. Moreover, the resulting plans should be 
published and generally made available to the public for 
assessment and reactions prior to their submission to the 
Department of Health, Education and Welfare. States 
could adopt varying methods to implement this citizen 
review requirement. Not to be overlooked in all this i s  



the basic goal of converting the process into one wherein 
generalists and the public alike have a clear opportunity 
to interact with the health professionals to develop a 
broader concept o f  the public health interest. I f  this 
effort were to succeed, the pressures on Congress for 
special service designations would diminish appreciably. 

But what of the non-profits? A basic factor in 
facilitating the ultimate merger of the project grants 
would be the extent to which states succeed in involving 
these servicing units in the health protection planning 
process. This will be no easy task given the strength and 
separatism of the private sector providers. Yet, the cause 
and the cost of public health services within the states 
will not be given proper recognition, i f  the present 
highly fragmented pattern of delivery is ignored. 

Finally, to help clarify the potentially controversial 
role of the Department of Health, Education and 
Welfare (HEW) in this program, the proposed legislation 
would provide statutory guidelines for the department's 
role in  substantively reviewing the state plans, in 
monitoring their development and implementation, and 
in evaluating their effectiveness. As with any block 
grant, these efforts are vital to the success of the 
program. Moreover, i f  a delicate balance is not struck 
here between effective substantive involvement, on the 
one hand, and non-intrusiveness, on the other, the merits 
of this approach are lost. 

To sum up, the Commission believes that this cost 
sharing approach, in effect, would resolve the basic 

dilemma of achieving a broad blockgrant approach in this 
program area by defining the Federal purpose simply as 
sharing in the cost of state and local public health 
services, while permitting changing national priorities to 
be addressed through a gradual change in the l i s t  of 
eligible services and through temporary variations in 
Federal matching rates for the services involved. The 
Commission feels ' that the problem of funding 
uncertainty would be reduced considerably by the 
nature of the matching. Local government flexibility and 
popular participation, as well as a prime state role, all 
would be enhanced under the proposed arrangement. 
The Commission stresses that while a major incentive to 
increased funding of health services by recipient 
governments is  a basic feature of the program, adequate 
Federal fiscal controls are also present. I t s  
consolidationist features, the Commission emphasizes, 
are realistic and ultimately promise to make recipient 
program flexibility more of a reality than it is today. 
Finally, the Commission supports this cost sharing 
arrangement because it would return to state and local 
governments the basic authority and responsibility for 
setting their area's health service priorities, for meeting 
their special needs, and for determining the total level of 
their public health program outlays; but, it also provides 
an appropriate method for recognizing service areas of 
high national priority; for providing positive but not 
meddling HEW leadership; and for properly informing 
Congress on the program's effectiveness. 

FOOTNOTES 

'This was the position taken by the Commission in  its 1961 
report on Modification o f  Federal Grants-in-Aid' for Public 
Health Services (A-2). 
For the purposes o f  this chapter and recommendation, public 
health services excludes health manpower and planning 
programs. 
I n  addition, the Commission in its 1969 report on State A i d  
to  Locol Governments (A-34), recommended national govern- 
ment assumption o f  ful l  financial responsibility for public 
assistance, including the Medicaid and general assistance 
programs. 

4Secretary Hills dissented from this recommendation, chiefly 
on grounds that it should include a non-matching provision. 
Mr. Cannon abstained from the final vote, citing his brief 
participation in  the debate as the reason. 
For more details on the ASTHO proposal, see Association of 
State and Territorial Health Officials, "A National System for 
Health Protection" (Washington, D.C.: ASTHO, September 
1975) mimeographed. 

6 ~ h e s e  ~nclude Maternal and Child Health Services Formula 
Grants (42 U.S.C. 703), Crippled Childrens Services Grants (42 
U.S.C. 704) Alcohol Abuse Prevention Formula Grants (42 

U.S C. 4571), Drug Abuse Prevention Formula Grants (21 U.S.C. 
1176), and Developmental Disabilities Basic Support Formula 
Grants (42 U.S.C. 6062). They would not include Medicaid 
(Title X IX  o f  the Social Security Act). All o f  the above is based 
on the U.S. Code, 1970 Edition, Supplement 4,1974. 

'These include Disease Control Project Grants (42U.S.C. 247b), 
Venereal Disease Control Project Grants (42 U.S.C. 247c), 
Migrant Health Project Grants (42 U.S.C. 247d), Community 
Health Centers Projects Grants (42 U.S.C. 254c), Family 
Planning Project Grants (42 U.S.C. 300), Sudden Infant Death 
Syndrome Information and Counseling Project Grants (42 U.S.C. 
300c-l l), Hemophilia Diagnostic and Treatment Centers Project 
Grants (42 U.S.C. 300c-21) Blood Separation Centers Project 
Grants (42 U.S.C. 300c-22), Emergency Medical Services Project 
Grants (42 U.S.C. 300d-1-300d-3), Home Health Demonstrations 
Projects Grants (42 U.S.C. 1395x), Community Mental Health 
Centers Planning and Initial Operations Project Grants (42 
U S  C. 2689a, 2689b), Implementation o f  Uniform State Act for 
Alcoholism and Intoxication Treatment Project Grants (42 
U.S.C. 4574), Prevention and Treatment o f  Alcohal Abuse and 
Alcoholism Project Grants (42 U.S.C. 4577), Childhood Lead- 
Based Paint Poisoning Control Project Grants (42 U.S.C. 4801), 
Developmental Disabilities Project Grants (42 U.S.C. 6081),and 
Drug Abuse Special Project Grants (21 U.S.C. 1177). 
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Table A- 1 

Components of the General Health Care and Preventive Services Category of 
Table 22 - Total and 31+(d) Public Health Portion 

Program Component 
Total 

Laboratories 
Public Health Nursing 
General Public Health Programs 
Handicapped Adult Health 
Programs of Care Not Primarily in 

l nstitutions 
Home Care 
Unallocated Grants to Local Health 

Departments 
Emergency Medical Services (Planning) 
Migrant Health 
Local Health Department Programs Only 
Nutrition 
Neighborhood Health Centers 
Supporting Professional and Administrative 

Services 
Other Health Professional Support 
Medical Examiners 
Health Education 
Medicaid - Not Single State Agency 
Accident Prevention 
Miscellaneous Special Groups (Minorities, 

Poor, Etc.) 
Manpower Development 
Employee Health, Occupational Health 
Adult Health 
Epidemiology (Except Communicable Disease 

Epidemiology) 
Rehabilitation 
Low Income - above Medicaid 
Research 
Emergency Services 
Other 

Amount Not Allocable to Programs 

Source: Taken from Association of State and Territorial Health Officials, Hsalth Program Reporting System, /nibl.l Report on 
Progtams md Expndi tum of Stae and Territon'd Health A~ncies, F M  Yew 1974 (Washington, D.C.: ASTHO, 1975). p.25. 

Expenditures 
(in thousands) 

Total 
$250,489 

54,945 
49,027 
34,728 
19,172 

13,613 
1 2,791 

1 1,953 
8,789 
7,923 
6,235 
5,172 
4,591 

2,900 
2,652 
2,488 
2.482 
2.1 16 
1,868 

1,390 
1,343 
1,129 

902 

583 
562 
487 
435 
182 
29 

- 



Table A-2 

314(d) Public Health Portion Expenditures as Percent o f  Net Total State Health Agency (SHA) 
Net Non-Federal Expenditures as Percent o f  SHA Expenditures 

Fiscal Year 1974 
(in thousands) 

State 

(1 1 

Alabama 
Alaska 
Arizona 
Arkansas 
California 

Colorado 
Connecticut 
Delaware 
District of Columbia 
Florida 

Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 

Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 

Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 

Net Total 
SHA 

Expenditures 

(2) 

19.796 
7,424 

34,259 
12,216 

528,577 

15,504 
54.851 
10,252 
63,947 
73,447 

28,092 
58.868 
2,989 

3T.829 
12,695 

7,069 
7,480 

63,532 
22,075 
6,041 

190,148 
67,655 
64,601 
9,044 

20,635 

314(d) Public Health 
Expenditures 

(3) 

Percent of 
SHA 

Expenditures 

(4) 

7.0 % 
4.5 
2.3 
7 .O 
1.1 

6.0 
1.9 
4.0 
0.7 
3.2 

5.4 
0.8 
5.2 

10.0 
12.5 

15.2 
12.0 
1.9 
6.0 
8.8 

0.7 
2.7 
4.3 

15.0 
5.1 

Net Non-Federal 
Expenditures 

(5) 

Percent of 
SHA 

Expenditures 

(6) 

56.5 % 
74.2 
83.7 
54.4 
89.5 

45.2 
89.5 
85.6 
92.2 
74.3 

67.9 
91.1 
59.0 
62.0 
51.4 

47.0 
50.4 
74.2 
65.5 
45.1 

92.1 
89.8 
58.6 
43.5 
53.7 



Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 

New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 

Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode lsland 

South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 

Vermont 
Virginia 
Washington 
Wisconsin 
West Virginia 
Wyoming 

Subtotal 2,131,978 79,577 3.3 1,688,024 79.2 

Territories 
Guam 
Puerto Rico 
Trust Territory 
Virgin Island 

Grand Total 2,317,541 73,072 3.2 1,820,420 78.5 

Source: Taken from Association of State and Territorial Health Officials, Health Program Reporting System, Initial Report on Programs and Expenditures of  State and 
Territorial Health Agencies, Fiscal Year 1974 (Washington, D.C.: ASTHO, 1975), pp. 88-89. 



Table A-3 

314(d) Funds, Excluding 314(d) Mental Health Funds, Expended by State Health Agencies, by Program Area 
Fiscal Year 1974 

( in thousands) 
Total 

314(D) Public Health 
Funds 

Expended 
(2) 

Other Programs, 
Services, and 

Administration 
(6) 

Funds to Local 
Health Departments not 
Allocable to Programs 

(7 )  

Personal 
Health 
(3) 

869 
I36 
21 2 
558 

3,479 

521 
552 
357 
422 
774 

191 
332 
1 54 

1,476 
115 

81 8 
745 
104 
509 
298 

838 
408 

1,101 
39 1 
1 64 

1,198 
177 

Environmental 
Health 

(4 

Health 
Resources 

(5)  

- 
- 
- 

# 
- 

- 
67 
- 
- 

34 

- 
76 
- 

26 1 
7 

80 
- 
- 

25 
27 

- 
524 
100 
60 
- 

- 

48 

State 
(1 

Alabama 
Alaska 
Arizona 
Arkansas 
California 

Colorado 
Connecticut 
Delaware 
District of Columbia 
Florida 

Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 

Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 

Maryland 
Mauachutatts 
Michigan 
Minnesota 
Mississippi 

Missouri 
Montana 



Nebraska 
Nevada 
Naw Hampshire 

New Jersey 
New Maxico 
New York 
North Carolina 
North Dakota 

Ohio 
Oklahoina 
owon 
Pennsylvania 
Rhode Island 

South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 

Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 

Wyoming 

Subtotal 

Territories 
Guam 
Puerto Rico 
Trust Territory 
Virgin Islands 

Grand Total 

#-over 60 but less than $500. 

Swrce: Taken from Association of State and Territorial Health Officials, Health Program Reporting System, Initial Report on Programs and Expendimes of State 
rrd Temmtwrial Health Amncies, Fiscal Year 1974 (Washington, D.C.: ASTHO, 1975). pp. 82-83. 



Table A-4 

314(d) Funds, Excluding 314(d) Mental Health Funds, Expended by State Health Agencies 
for Personal Health Programs, by Program Category 

state 

(1) 

Alabama 
Alaska 
Arizona 
Arkansas 
California 

Cdorado 
Connecticut 
Delaware 
District of Columbia 
Florida 

-a 
Hawaii 
Idaho 
Illinois 
Indiana 

Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 

Maryland 
M a s s a c h ~  
Michigan 
Minnesota 
Mississippi 

Total 

(2) 

869 
T36 
212 
558 

3,479 

521 
552 
357 
422 
774 

191 
332 
1 54 

1,476 
115 

818 
745 
104 
509 
298 

838 
408 

1.101 
391 
1 64 

General 
and 

Supporting 

(3) 

800 
6 1 
88 

342 
3,479 

112 
376 
48 

3 26 
- 
- 

162 
1'40 
224 
100 

734 
402 
- 
50 

236 

- 
300 
707 
324 
- 

Fiscal Year 1974 
(in thousands) 

Communi- 
cable 

Disease 

(5) 

44 
33 
5 1 

148 
- 

269 
7 

19 
38 

692 

191 
1 56 
- 

61 1 
15 

84 
26 7 
22 

348 
47 

838 
1 08 
159 
33 
- 

Chronic 
Disease 

(7) 

26 
- 
- 

59 
- 

92 
118 
23 
58 
82 

- 
- 

14 
127 
- 
- 
- 

83 
# 

14 

- 
- 

235 
23 
52 



Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 

J e w  
New Mexico 
New York 
North Carolina 
North Dakota 

Ohio 
okkhoma 
owloll 
Pennsylvania 
Rhode Island 

South Carolina 
South Dakota 
Ten- 
Texas 
Utah 

Vermont 
Virginia 
Washington 
Wm Virginia 
Witcamin 

mino 
Subtotal 

Territories 
G u m  
Puarta Rico 
T ~ s t  Territory 
Virgin lduwh 

Grand Total 
#--aver SO but less than $500. 
Swm: Taken from Association of State and Territorial Health Officials, Health Program Reporting System, Initid Report on P r o p m a n d  Expenditures of Stat8 and 

~m'r0ri . l  Hsdm Agencies. F i d  Year 1974 (Washington, D.C.: ASTHO, 1975). pp. 86-87. 



State 
(1 

Alabama 
Alaska 
Arizona 
Arkansas 
California 

Colorado 
Connecticut 
Delaware 
District of Columbia 
Florida 

Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 

Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 

Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 

Missouri 
Montana 

Table A d  

314(D) Funds, Excluding 314(D) Mental Health Funds, Expended by State Health Agencies 
for Environmental Health Programs, by Program Category 

Fiscal Year 1974 
(In thousands) 

Total 
(2) 

- 
116 
29 

118 
1,288 

405 
82 
39 
- 
- 
- 

25 
- 

823 
255 

56 
54 

113 
742 
53 

486 
114 
429 
266 
590 

428 
102 

Environ- 
mental 
Health 
(3) 

- 
114 
- 

107 
- 

- 
- 
- 
- 
- 
- 

25 
- 

21 
40 

56 
54 
- 

706 
53 

448 
49 
- 

79 
413 

7 
- 

Potable Radiation 
occu- 

pational 
Services 

Funds Not 
AllocaMe 

to 
Other Rogams 







Appendix B 

ACI R Questionnaire 
ADMINISTRATION OF THE FEDERAL COMPREHENSIVE PUBLIC 

H E A L T H  SERVICES BLOCK GRANT 

(Public Health Services Portion Only) 

1. Which of the following best describes the manner in which Federal 314(d) funds are administered in 
your state? (Please check only one) 

-Entire Federal grant and required state matching funds are administered as a discrete program. 
-Federal and state matching funds are identifiable, but merged operationally with other 

revenues in support of one or more programs. 
-Federal and state matching funds are completely intermingled with other revenues in support of 

one or more programs; 314(d) funds are identifiable only by making pro rata estimates of the 
amounts involved in each activity. 

O t h e r ,  as described below. 

2. Primarily for what reason(s) was the decision made in your state to administer the 314(d) funds as 
indicated above? (Check os many as ore applicable) 

E a s e  of financial management. 
M a i n t e n a n c e  of a clear audit trail. 
E a s e  of Federally required reporting and/or state plan preparation. 
S u g g e s t i o n  of Federal program officials. 
S i z e  of 31 4(d) grant to your state. 
C e r t a i n t y  (or lack of same) of 314(d) grant (underline the appropriate words). 
- Broad scope of 31 4(d) grant. 
-Number and restrictiveness of other Federal health grants. 
- Other(s), as noted below. 

3. In your state does the 314(d) block grant play a role in your total health program unique from the 
role(s) played by categorical Federal health grant programs? 

Y e s N o  
If yes, what i s  this unique role? 



4. Are part or all of your state's 314(d) grant funds suballocated to local or regional organizational units? 

Y e s ,  all Y e s ,  part N o  
If yes, is this suballocation basically on a project-by-project basis or on a formula basis? 
P r o j e c t  basis - Formula basis P a r t  formula, part project 
If yes, are restrictions placed by the state on the use or administration of these funds by recipients? 
- No Y e s ,  as noted below: 

(check as many as are applicable) 
U s e  restricted to state-designated priority purposes. 
- Particular mode of administration required. 
O t h e r ;  as specified below. 

If yes, do allocations to all areas of the state and all types of recipient (e.g., general local governments, 
consortia of local governments, independent public agencies, private profit or non-profit institutions, 
etc.) follow the same procedures, or i s  there an attempt to treat different recipients differentially on 
the basis of need, size, competence, etc.? 

-All areas and recipients treated alike. 
-Differentiation on the following basis(es): (check as many as are applicable). 

P o p u l a t i o n  size of jurisdiction. 
_. Financial need. 
, Severity of health problems. 
_. Administrative competence. 
P r e f e r e n c e  given to units of general local government. 
-Other, as noted below. 

5. Please indicate the practical importance of the following in your state's decision regarding how 314(d) 
funds are allocated, to both particular purposes at the state level, and to particular recipients and 
purposes at the local/regional level (if such suballocations are made to locallregional units). 

Major Participant Minor Participant No Important Role 

Governor. 
Central budget office 
State legislature - 

Appropriations 
Committee(s) 

State legislature - 
Health Committee(s) 

State Comprehensive Health 
Planning (CHP) Agency 

Areawide CHP Agencies 
A-95 Clearinghouses 
Local General 

Governments. 
Private Health Service 

Providers 
Private Non-Profit 

Health-Related Organizations 
Citizens' Groups 
Federal Program 

Officials 



In your state, do the 314(d) funds go through the regular state budget process, including both 
executive and legislative action? 
Y e s  E x e c u t i v e  branch action only L e g i s l a t u r e  only N o  
Do all categorical Federal health grants go through the regular state budget process? 
Y e s  E x e c u t i v e  branch action only - Legislature only N o  
- Some do, others do not 
I f  the answer to either part above is not yes, please briefly indicate why. 

In the preparation of your state plan for 314(d), i s  there an attempt to priority-rank health problems 
and allocate funds on that basis? 
Y e s  N o  
If funds are allocated to local/regional units, i s  such priority-setting required of recipients? 
N . A . Y e s  N o  

In your opinion has the mental health earmark within the 314(d) block grant aided or hindered your 
state in making the best use of the entire 314(d) grant award? 
- Aided - Hindered M a d e  no difference 
Would you favor or oppose eliminating this earmark? 
- Favor - Oppose - Neitherlno opinion 
I f  the funding level for the 314(d) program were greatly increased, would you favor or oppose 
eliminating this earmark? 
F a v o r  O p p o s e  N e i t h e r l n o  opinion 

In your opinion, if the funding level of the 314(d) grant were greatly increased, would the purposes for 
which these funds are expended in your state probably change? 
Y e s  - No - Don't know 
If yes, probably in what direction? 

10. In your opinion, if the funding level for the 314(d) grant were greatly increased, would this grant 
probably continue to go through the current decision process regarding fund allocation in your state? 
Y e s  N o  D o n ' t  know 
If no, what sort of change would probably occur? 

11. Which, if any, of the Federal restrictions on the use and administration of 314(d) funds actually 
constrains your state's discretion regarding these funds? That is, which ones would, i f  altered or 
removed, result in changes in the services provided under the entire state public health program, as 
opposed to causing shifts in the use of 314(d) funds which would be compensated for by shifts in the 
use of other revenues - leaving the overall state health program unchanged? (Check as many as are 
applicable) 
" 7 0  percent for services in communities" requirement. 
- 15 percent mental health earmark. 
F i n a n c i a l  participation by the state. 
F i n a n c i a l  participation requirement for local/regional recipients of funds. 
M a i n t e n a n c e  of effort requirement. 
M e r i t  system requirement for locallregional recipients of funds. 
O t h e r ( s ) ,  as noted below. 



- None 

Would your answer probably be the same if the amount of 314(d) funds coming into your state were 
much larger than at present? 
Y e s  N o  D o n ' t  know 
If no, how would your answer probably change? 

Would your answer probably be the same i f  the 314(d) grant constituted a much larger fraction of all 
Federal health grants received by your state? 
Y e s  N o  D o n ' t  know 
I f  no, how would your answer probably change? 

12. Has a difference of opinion ever arisen between your state and the Federal 314(d) officials regarding 
any requirements or restrictions of this Federal grant program? 
Y e s  N o  D o n ' t  know 
If yes, please give one typical example. 

I f  Yes, in your opinion, was the resolution of this difference fairly arrived at? 
Y e s  N o  

13. In your opinion i s  the discretion afforded your state under the 314(d) block grant significantly greater 
than the discretion existing under the previous categorical Federal health grants folded into 314(d) in 
FY 1968? 
Y e s  N o  D o n ' t  know 

14. Has the scope or level of public health activities undertaken in your state changed significantly since 
FY 1968, in a way which would have been very difficult or impossible before the consolidation of 
Federal categorical health grants, or which was encouraged by that Federal consolidation? 
Y e s  N o  - Don't know 
I f  yes, please give one typical example of such changes. 

15. In which, if any, of the following areas, is the Federal administrative role in the 314(d) block grant 
significantly different from the Federal role in the prior categorical grant programs folded into 31 4(d)? 

Area of Change Direction of Change 
Greater Federal Lesser Federal 

Role Role 

P r e p a r a t i o n  of the state plan. 
- Provision of technical assistance. 
R e v i e w  of the state plan. 
- Program monitoring. 
P r o g r a m  evaluation. 
F i n a n c i a l  reporting. 
A u d i t i n g .  
O t h e r ,  as noted below. 



16. Overall, has the relationship between the state health department and local/regional governmental units 
changed since FY 1968, as a result of the consolidation of Federal health grants into the 314(d) block 
grant? 
Y e s ,  improved Y e s ,  deteriorated N o  change attributable to 

Federal grant consolidation 
- Don't know 

Which best describes the role of the private sector in the operation of the 31 4(d) block grant in your 
state? 
Private health providers: 
M a j o r  role M i n o r  role - No important role 
Private non-profit health-related organizations: 
- Major role - Minor role N o  important role 
In general, would you say the role of the private sector in the operation of the 314(d) grant i s  greater 
or less than was the role of the private sector in the prior categorical health grants folded into 314(d)? 
G r e a t e r  - Less , No difference D o n ' t  know 

18. Are you generally satisfied with the operation of the 314(d) block grant? 
Y e s  N o  
What would be your single most important recommendation for improving the operation of this 
program (other than higher funding levels)? 

What, in your opinion, are the major advantages and disadvantages of the Federal 314(d) block grant as 
compared with categorical Federal health grants? 
Advantages: 

Disadvantages: 

Would you prefer expansion of the 314(d) block grant or expansion of categorical Federal health 
grants? <a 
- 31 4(d) C a t e g o r i c a l  grants - No preference 

I f  your preference was to expand 314(d), would you favor expansion by reducing categorical Federal 
grants and increasing 314(d) funding levels in equal amounts, in effect merging categorical grants within 
the 31 4(d) block grant? 
N . A . Y e s  ,No 
If yes, are there any types of categorical grants you feel should not be reduced in favor of 314(d)? 
Y e s  -No 
If yes, what types of grants and why? 



Thank you for your cooperation in completing this questionnaire. 
I t  would assist us in tabulating the results if you could also answer a few general questions relating to the 
position of your agency within your state's organizational structure. 

I s  your state health department an independent agency, or is it part of a consolidated human resources 
department or some other "super agency?" 
- Independent agency - Part of larger agency 
Does your health department have a state health board or commission which provides policy guidance 
to the department? 
-Yes N o  
Approximately how many full-time-equivalent professional staff are assigned to the administration of 
the 314(d) block grant in your state? 
How many years have you been in this state health department? 
Name of respondent: 
Position: 
Agency: 
Do you wish your answers to the attitudinal portions of this questionnaire to be confidential? 
Y e s  N o  



Appendix C 

Case Studies 

rom analysis of the experience with the 314(d) 
block grant in the states of Massachusetts, Missouri, 
Oregon, Tennessee, Texas, and Virginia, described in 

detail in the attached six case studies, certain findings 
emerge with respect to achievement of the objectives of 
the legislation, compliance with the legislative 
requirements, and the intergovernmental effects of the 
program. These findings are summarized here under the 
following headings: 

Priority Setting: State and Local; 
Planning; 
Monitoring, Quality Control, and Evalua- 
tion; 
Local and Other Non-State Involvement 
in the Allocation of Funds, Setting of 
Priorities, and Delivery of Services; 
Federal Regional Involvement; and 
Other General Findings. 

Based on these findings from the six state case 
studies, some conclusions are drawn concerning the 
validity of certain expectations, or "conventional wis- 
dom," about the block grant process. 

PRIORITY SETTING: STATE AND LOCAL 

Decategorization under 314(d) offered states (and 
localities, to the extent the states shared the funds with 
them) an opportunity for setting their own priorities in 
allocating public health and mental health funds. In the 
following summary of the six states' approach to 



priority setting, therefore, the procedures and arrange- 
ments that the six states employed to allocate 314(d) 
funds are first identified. Then, the way the states used 
these procedures, in terms of making changes in the 
allocation of funds, is summarized. 

The Mechanics of Allocation 

The setting of priorities for expenditure of 314(d) 
block grant funds involves the mechanism for allocating 
funds according to program needs, at the state level, the 
formula for allocation to localities, and the system for 
distributing the funds once they reach the local level. 
The prioritysetting system i s  usually different for the 
public health and mental health portions. 

State priority setting for the expenditure of public 
health' funds is generally an administrative action of the 
administering agency, where discernible or stated priori- 
t ies  are set at all. In all states, the 314(d) funds are 
identifiable but are merged with other public health 
revenues for operational purposes. In Oregon, priorities 
are principally set by budgetary allocations made by the 
state legislature. The state 314(a) agency has issued 
broad policy guidance for the expenditure of their 
funds, but t h i s  direction is  largely ignored. In Massachu- 
setts, the Executive Office of Human Services in the 
governor's office sets policy for disbursement of 314(d) 
funds. In Texas, public health fund priorities are set by 
the Department of Health Resources and mental health 
fund priorities by the Division of Community Service in 
the Department of Mental Health and Mental Retarda- 
tion. 

In Massachusetts, 314(d) block grant funds for public 
health are not transferred to local health departments in 
cities and towns. In the other states, allocation of 314(d) 
public health funds to local governments varies, but is  
not usually based on state priorities or policies. In 
Tennessee, allocations are made on the basis of popula- 
tion and relative wealth of counties. In Oregon, county 
compliance with state administrative guidelines for 
programs and budgets is  a condition of eligibility for 
part of the public health fund allocation, while in 
Missouri, allocations are based on a formula which 
primarily considers assessed property valuation in each 
locality. In Virginia, state priorities are not set for either 
public health or mental health funds. Funds are allo- 
cated to local units for use at their discretion. Virginia's 
system of allocation to local public health programs i s  
based on the community's ability to contribute to the 
program. Program need and conformance to statewide 
policies are not elements of consideration in the alloca- 
tion. 

Once local agencies receive funds for public health in 
Tennessee, Oregon, and Missouri, the local directors set 
their own priorities for expenditures. Budgets, including 
314(d) funds, are usually perfunctorily approved by 
county governments. 

In state priority setting and substate allocations, 
mental health portions of 314(d) block grants are 
generally handled in a manner similar to that of public 
health funds, although criteria for allocations may be 
even less related to discernible priorities. For example, in 
Tennessee and Oregon, mental health moneys are equally 
divided among local mental health centers with no 
apparent consideration of differences in needs or priori- 
ties. 

In Missouri, applications are received by the state 
from local mental health offices. With no written criteria 
for judgments, the Department of Mental Health funds 
certain selected projects. In Texas, mental health funds 
are allocated as "seed money" for establishment of 
community centers. Centers are chosen on the basis of 
the state staff's knowledge of each locality and citizen 
input. 

In Massachusetts, the mental health funding priorities 
set by the Commission of Mental Health are reviewed by 
the coordinating, policy-making Executive Office of 
Human Services, and a local project development and 
review system i s  used to determine local funding 
priorities. 

Local mental health priorities are set in Tennessee 
and Oregon by local mental health department adminis- 
trators. In Massachusetts and Missouri, expenditures 
must be in conformance with applications approved by 
the states' agencies for mental health. 

Mental health expenditures at the local level in 
Virginia must reinforce the state's concern for expan- 
sion of services offered by local mental health clinics. 
However, great discretion in supporting this policy i s  
given to local agencies. 

The Impact on Fund Allocations 

What actually happened in the six states under 314(d) 
in terms of changes from the previous categorization of 
public health and mental health funds? 

For two states, Massachusetts and Oregon, the public 
health programs have remained largely those available 
under the categorical programs. They also have not 
changed much during the seven-year block grant period. 
Some difference in proportionate levels of expenditures 
among the categories i s  noticeable in Oregon, but 
nothing of great significance. 

The reasons given for this rigidity in the light of 



potential flexibility are somewhat different in the two 
states. In Oregon, because the decategorization did not 
increase the availability of funds, the state saw no need 
nor oppo;tunity for new programming. This was also a 
consideration in Massachusetts. In addition, however, 
Massachusetts health officials were constrained by the 
fact that staff positions funded under the categorical 
programs were civil service and could not be easily 
eliminated. So the money continued to flow to the same 
positions to carry out the same programs although with 
some changes in service patterns. 

State staff said there had been no great change in 
services in Missouri either. A review of the budgets, 
however, indicated that district offices had been opened 
and state laboratory services increased substantially over 
the eight-year 314(d) block grant period. Ironically, 
these examples of flexibility were away from direct 
services delivered at the local level to administration and 
indirect health services. 

In Texas, Tennessee, and Virginia, the funds, after 
decategorization, were passed through, in large part, to 
city, citycounty, county, and regional health depart- 
ments. How much change was experienced when the 
decision making was moved to this level i s  hard to 
determine, because the commingling of state and 314(d) 
funds makes i t  almost impossible to identify how 314(d) 
funds are spent. The cases do present overall expenditure 
patterns and the same type of services as during the 
categorical period seem to prevail. Interviews in those 
states with both state and local personnel indicated that 
services available at the local level had not changed 
substantially with the advent of, and during, the block 
grant period. 

PLANNING 

The Partnershjp for Health legislation provided for 
three sets of health plans under section 314. These were 
the 314(a) state plans, the 31 4(b) regional plans, and the 
annual 314(d) program or projects plans. The 314(d) 
plan was to be reviewed by the 314(a) and 314(b) 
agencies in light of their plans, though the 314(d) plan 
did not have to conform to the state and regional plans. 
Also, the 314(d) annual program plan was to be 
prepared with consideration of the goals, objectives, and 
priorities of the state and regional health plans. As a 
matter of fact, in the six states studied, none of this plan 
review and interaction took place until recently and then 
only in part, except for Massachusetts. 

In the first place, none of the states had a 314(a) 
state health plan before 1974. Only Texas and Massachu- 
set ts  have completed one since then. In Virginia, the 

Comprehensive Health Planning Council (314(a) agency) 
does review the 314(d) expenditure proposals, but not 
against a state 314(a) plan. An official in Oregon stated: 
"We don't bother with reviewing 314(d) expenditures 
against any state health plan goals and priorities. They 
are so broadly stated that any health expenditure would 
fit." 

As would be expected, with no state 314(a) plan or 
agency review prior to 1974, there was no process or 
system for 314(b) regional review. In some instances, in 
some states, regional health planning has taken place, 
but 314(d) expenditures are not reviewed or commented 
upon. 

Apart from the absence of state 314(a) and (b) 
planning processes, a major deterrent to 314(d) plan 
review is the fact that there i s  no 314(d) state plan. I t  i s  
a t i t l e  for a nonexistent document and process. 

In 1972, with the institution of the simplified 314(d) 
format, all six of the states studied prepared only the 
annual estimated expenditure statement required in the 
format. As has been indicated in the cases themselves, 
this expenditure statement was only an estimate, as 
314(d) funds were commingled with state health funds. 
The requirement that the 314(d) state plan be reviewed 
and revised annually is  met only through the preparation 
of an annual expenditure statement. None of the states 
studied has a 314(d) planning process. 

Only since 1974 and only in the state of Massachu- 
setts did the case studies find an attempt at 314(a) and 
314(b) agency review and involvement in the 314(d) 
process. The effect of that review has been noteworthy, 
as an indication of what might have happened if the 
planning and review process had been implemented. 

In Massachusetts, the 314(a) agency prepared a 
lengthy report in 1974 entitled "314(d) Options." The 
report recommended that the 314(d) priorities and 
expenditures be set down separately from the overall 
health budgets and that accounting be reviewed in the 
light of the newly completed 314(a) state health plan. 
Further, the "Options" paper recommended that the 
85-1 5 percent public health-mental health 314(d) fund 
allocation be adjusted to provide 20 percent of the funds 
for mental health, based upon the objectives and 
priorities of the 314(a) state health plan. That recom- 
mendation prevailed and is  reflected in the FY 1976 
budget. Massachusetts is the only state of the six studied 
where the public health-mental health ratio has been 
changed. 

To sum up, without 314(a) and 314(b) plans and no 
314(d) plans after 1972, there never was a planning 
system or review process in the six states except for 
Massachusetts in 1974. In light of the recent Massachu- 



setts experience, one might speculate on what effect a 
planning and review process might have had in the six 
states if i t  had been in effect from 1968 to 1974. 

MONITORING, QUALITY CONTROL, 
AND EVALUATION 

The 314(d) program requires evaluation, quality 
control, and monitoring. A distinction should be made 
at the outset among the three terms. 

Monitoring of funds i s  how accounta- 
bility for expenditures is obtained. Moni- 
toring tells if expenditures which were 
projected in the budget were made and, if 
so, whether they were for the desired 
units of service. In other words, how 
much service was delivered for how much 
money and to whom? 

Quality control is  the measuring of the 
efficiency of the service. I t  answers the 
question, "How well was the service 
delivered?" 

Evaluation, often confused with the other 
two activities, i s  a qualitative assessment 
of the effectiveness of the service. I t  is 
usually problem or goals oriented. Evalua- 
tion tells the assessor what difference the 
delivery of the service made in the recipi- 
ents' well-being. 

In regard to monitoring, only in one of the six states 
studied, Missouri, can both public health and mental 
health 314(d) funds be traced through the budget, the 
appropriation, the allocation to both state and locally 
administered projects, and the expenditure of those 
funds. That situation i s  almost true in Oregon. There, 
the 314(d) funds are identifiable in the budget docu- 
ments and appropriations, but not for a complete audit 
trail. Specific allocations of 314(d) funds to programs 
and, then, to specific projects are shown. The Joint Ways 
and Means Committee of that state is  able to identify 
31 4(d) funds and plays a role in their expenditure. As an 
example, the committee has moved mental health 
314(d) funds from special projects to the state mental 
health grant-in-aid program. Parenthetically, this was the 
only case of direct legislative involvement in the expend- 
iture of specific 314(d) funds found in the six states. 

In the other four states (Tennessee, Virginia, Massa- 
chusetts, and Texas), the 314(d) funds are commingled 

with state funds for mental health and public health 
allocations. Hence, as the cases show, it i s  difficult to 
determine how many 314(d) dollars are spent on any 
specific program or project. Estimated percentages and 
approximations were given by state officials of what 
proportion of a given expenditure was 314(d) financed. 

At the local level, even these types of estimates were 
not possible. In those locally administered program 
states, the counties and cities could not differentiate 
either in the state allocation or their expenditures 
between state funds and 314(d) funds. 

Because of the comingling problem, states' moni- 
toring efforts must generally be confined to tracing the 
expenditure of the commingled funds, rather than to the 
specific expenditure of 314(d) funds. Within that con- 
text, all six states monitor and conduct quality control 
of programs delivered either by direct state administra- 
tion of funds or state supervision of local administration. 
Measurable objectives against which to compare program 
performance have been developed in Oregon for state 
and local programs; and in Missouri and Tennessee for 
local health services only, although only in broad terms 
in Tennessee. In Virginia, a management by objectives 
approach was begun in 1975. The Massachusetts Depart- 
ment of Public Health has not developed a set of 
specific, measurable objectives for services provided with 
314(d) moneys. 

Quality control suffers from the same disability as 
monitoring where funds are commingled. However, the 
problem is more serious. Though all states require an 
accounting by their departments, local units, and 
grantees, they do not all require measures of effective- 
ness. 

Evaluative efforts are minimal in the six states 
studied. In Massachusetts, the Department of Public 
Health, in late 1975, filed with the Secretary of State an 
annual report of program progress reports evaluating 
achievements in expenditures of both Federal and state 
funds. Evaluation of each mental health project funded 
with 314(d) moneys will be undertaken in 1975 for the 
first time since the program started. The Texas Depart- 
ment of Human Resources has begun to address evalua- 
tion of public health programs through a program 
budget process. 

Missouri state staff indicated that informal staff 
evaluations were made of the effectiveness of local 
programs funded with 314(d) moneys. However, there 
was hardly any documentation that this was done or 
that evaluation was utilized in any decision making. 
Little qualitative evaluation of the effectiveness of 
programs is undertaken in Oregon, although a great deal 
of emphasis i s  placed on quantitative assessments of 



programs (monitoring and quality control). The oppor- 
tunity for evaluation is present in that problem state- 
ments are included in the "problems, objectives, meth- 
ods, and evaluation" (POME) statements which must be 
developed for each program or project funded with 
state-administered moneys (including 314(d) moneys). 

In Tennessee, the nine regional offices of the Depart- 
ment of Public Health are charged with evaluating 
programs funded with 314(d) money. Mental health 
programs are purportedly evaluated on an annual basis 
by a Tennessee Department of Mental Health evaluation 
team. Neither public health nor mental health programs 
funded by 314(d) have been evaluated in Virginia. 

In summary, there is little information on what 
31 4(d) funds are spent for, how effectively they are 
spent, and the impact of the expenditure on the 
intended ultimate beneficiary. This shortcoming is due 
at least in part to special characteristics of the block 
grant, i.e., fungibility and simplification of administra- 
tive requirements. 

LOCAL GOVERNMENT AND OTHER 
NONSTATE INVOLVEMENT IN  THE 

ALLOCATION OF FUNDS, SETTING OF 
PRIORITIES, AND DELIVERY OF SERVICES 

One of the stated purposes of the 314(d) program is 
to strengthen public health services in both the state 
government and in political subdivisions of the state. 
The law allowed 314(d) funds to be made available to 
nonprofit private organizations. The law also said that 
70 percent of the funds were to "be available only for 
the provisions of services in the communities of the 
state." 

The debate over the meaning of the 70 percent 
provision can be found in the cases and i s  delineated in 
Chapter 11. Hence, it will not be repeated here. Suffice it 
to say that the act does imply a local and private 
non-profit involvement in the programming and expendi- 
ture of 314(d) funds. 

The experience of the six states' studies in passing 
through funds for programming and utilization by units 
of local governments, private agencies, and other non- 
state entities varied greatly. 

In public health funds, there were wide differences in 
the six states: 

Some did allocate funds to community 
and local units; some did not. Only 
Oregon allocated public health funds to 
private agencies. 

Some of the states had not allocated 
funds to local units prior to the block 
grant and began doing so in 1968. Some 
had not and continued not to do so. 
Some had and continued to do so. 

A significant factor was whether the 
health system in the state was a state- 
administered system; a county or locally 
administered system; or a dual state-local 
administered system. 

With reference to the individual states: 
Only in Massachusetts were none of the 314(d) public 

health funds passed through to local health agencies. In 
that state, there is  a state and local service system. The 
local system does not receive financial support from the 
state, but state public health services support and 
complement local health services. 

Oregon is second in lack of financial support of local 
agencies, distributing about 10 percent to 12 percent 
annually for specific projects of local (county) health 
departments and private non-profit agencies. These 
funds are granted through an application system and on 
a project basis. The remainder of the 314(d) public 
health funds in Oregon are spent by the state, except 
that when such funds are not totally spent, the 
remainder is allocated to local health departments on a 
population basis. 

Missouri has a mixed system of state and locally 
administered services. The policy is to pass through 
about 33 percent of the 314(d) funds to the local units 
through an application procedure. In 1975, approxi- 
mately 13 percent of the funds were passed through. 

Tennessee and Virginia have state-supervised, locally 
administered public health systems. They both pass 
funds through to the county and city health depart- 
ments on a formula basis. The formulae were established 
for state funds prior to the decategorization of Federal 
health funds in 1968. Local departments and govern- 
ments in these two states determine how the formula- 
granted funds which include state and 314(d) resources 
will be spent. Prior to decategorization, the local units 
spent the funds on the specific categorical programs. 

Texas also has a state-supervised and locally adminis- 
tered public health system. There are 69 city-county or 
city departments and ten regional (multicounty) agen- 
cies. The 314(d) funds are allocated by the state to these 
units for salaries for personnel. Although they must 
meet certain state-imposed requirements, there is  no 
service or programmatic review. 

This varied pattern in the public health expenditures 



of 31 4(d) funds suggests that state-administered systems, 
such as Massachusetts, may be reluctant to share the 
funds. Also, where there are dual state and local systems, 
such as Oregon, and Missouri, the states spend all or 
most of the funds. However, in the state-supervised, 
locally administered systems of Tennessee, Virginia, and 
Texas, the decategorization of the public health pro- 
grams resulted in the funds being allocated to local units 
on a basis (formulae or salary support) that allowed the 
local units to make the service and program decisions. 

In these three states, the state did not recategorize 
the funds before they were allocated to the local 
political subdivision. Neither could the project applica- 
tions in Oregon and Missouri be considered recategoriza- 
tion, for project eligibility i s  much broader than under 
the previous categorical programs. 

In summary, were the local systems given more 
latitude and were they more involved in decision making 
and expenditure because of the 314(d) public health 
block grant program? In Tennessee and Virginia, yes. In 
Texas, to a lesser extent, because funds were directed to 
local salary support. In Missouri and Oregon, only 
marginally so through the local project programs. And in 
Massachusetts, no. 

The picture in mental health i s  very different. Only 
one state, Virginia, uses i t s  314(d) mental health funds 
solely for state-administered services. This expenditure i s  
through a state network of mental health centers. 

Massachusetts, Texas, and Tennessee pass almost all 
of their 314(d) mental health funds through to private 
nonprofit agencies that run community mental health 
centers to provide local services such as outreach centers 
and counseling services. Grants are made on a project 
basis and by contract in Massachusetts and Texas. 
Tennessee distributes the funds on a formula basis. 

Missouri allocates 70 percent of i t s  314(d) mental 
health funds for specific projects. The funding i s  for one 
year only at a full 100 percent rate. Oregon has an 
annual grant program to 34 county-operated mental 
health centers, utilizing the 314(d) funds. 

Thus, the mental health 314(d) funds are used 
predominately by local public and private agencies and 
service providers in five of the six states studied. In those 
states, contracts, project grants, formula, and the "seed 
money" approach for innovative programming (Mis- 
souri) are all used to improve local services and involve 
local institutions. This i s  in general contrast to the 
picture for 314(d) public health funds. 

One reason for the difference may be that mental 
health policy nationwide during the period of the 314(d) 
block grant program has been towards the elimination of 
state institutions and the deinstitutionalization of the 

client. All of the states studied are moving toward 
community-based mental health centers and services. 
The 314(d) funds, though only a small fraction of any of 
the states' expenditures for mental health, have been an 
important resource during this period of change. 

FEDERAL REGIONAL INVOLVEMENT 

Prior to the block grant, in all of the six states studied, 
there had been significant Federal involvement in the 
categorical programs. This included not only the review 
of the categorical plans for each program, but significant 
consultation and advice on program content and quality. 

Though the categorical plan review was considered by 
state officials to be too specific and intrusive in state 
administrative matters, the assistance in program content 
was professionally sought and accepted. Regional HEW 
offices had program specialists in each of the categorical 
areas who were available and utilized by each of the six 
states. 

The advent of the block grant eliminated the categori- 
cal plan review by regional HEW personnel. With the 
institution of the  simplified plan in 1972, and its 
utilization by all six states, virtually all plan review by 
Federal officials ceased. 

With the elimination of the plan review, the program- 
matic consultation was either lost or severely cut back. 
Regional HEW office staff assigned to 314(d) matters 
often became less than one full-time person for four or 
five states. States no longer sought Federal technical 
assistance in program content and regional HEW offices 
offered little, i f  any. 

This side effect of the elimination of the categorical 
programs and their individual plans and grants was 
avoidable if the regional offices had differentiated 
between their functions of plan approval and program 
consultation. However, they did not differentiate, and 
with the demise of one, the other also faded away. 

OTHER GENERAL FINDINGS 

One of the purposes of block grants is to 
provide administrative simplification. 
With the doing away of the categorical 
plans and other requirements, admin- 
istrative procedures necessarily were sim- 
plified in the six states studied. 

None of the six states studied could be 
said to have a systemwide approach to 
specific health problems. The introduc- 
tion of the block grant was not identified 



as an inhibitor to such an approach, but, 
on the other hand, neither did it generate 
such an approach. 

In every state, the block grant for either 
public or mental health i s  such a small 
percentage of the total funds expended 
by the state that there i s  no problem in 
meeting the matching requirement. 

Assuring that 314(d) moneys do not 
replace state or local funds i s  extremely 
difficult; yet, because of the relatively 
minor magnitude of 314(d) funds in 
comparison with total state funds for 
public and mental health purposes, this 
issue i s  of little fiscal consequence in any 
case. Also, the fact that the 314(d) 
money continued to equal or exceed the 
total of the previous categoricals, and total 
state and local public and mental health 
expenditures expanded greatly, suggests 
that there was an expansion of state and 
local money, rather than a replacement 
by Federal money. 

SOME CONCLUSIONS ABOUT 314(d) 
AS A BLOCK GRANT 

Four main areas where block grants are expected to 
have a different effect than categorical grants are: 
responsiveness, accountability, flexibility, and innova- 
tion. To elaborate, i t  is  generally thought that: 

Block grants will bring decision-making 
power closer to those most affected by 
programs and allocation decisions 
(Responsiveness). 

Block grants will be administered as 
carefully and expenditures monitored as 
well as categorical grants were by the 
state governments (Accountability). 

States will use funds for services of a 
higher priority need (Flexibility). 

Block grants will encourage innovation by 
allowing states to pursue new approaches 
that are uniquely suited to their needs 
(Innovation). 

The six state case studies provide the basis for 
conclusions as to the validity of this "conventional 
wisdom" as it applies to 314(d). 

l ncreased Responsiveness 

The decategorization of public health funds through 
the institution of the 314(d) block grant program 
resulted in a broader participation in the decisions as to 
what services would be provided and at what levels in 
half the six states studied. In Tennessee, under 314(d), 
the public health funds were distributed by the state on 
a formula basis to the county governments for them to 
use without respect to program category. The same 
situation applies in Virginia where city health depart- 
ments are also included and in Texas where there are 
some multicounty departments. 

The participation by persons and agencies other than 
the state agencies i s  much less in Missouri and Oregon. 
Missouri continues to spend at the state level almost 87 
percent of the 314(d) funds on the basis of administra- 
tive decisions in the Division of Health. There is no 
discernible non-state participation in how these funds 
are allocated. The same holds true in Oregon, with the 
state figure being about 88 percent. 

In Massachusetts, prior to the decategorization, 
middle-level and program management staff recom- 
mended content and funding level for the categoricals. 
That has remained the same for public health. 

With respect to Tennessee, Virginia, and Texas, the 
increased responsiveness to local needs came about 
because there was already in existence a system whereby 
funds were to be allocated to localities for them to 
spend according to their determination. Removing the 
categorical limitations meant that the local units would 
have the channeled 31 4(d) funds upon which to impose 
their local discretion. 

In Missouri, Oregon and Massachusetts, on the other 
hand, decategorization had little or no effect in changing 
or broadening the participants in the decision-making 
process regarding public health funds expenditures be- 
cause the state-local relationship provided for state-local 
monopoly or dominance of expenditure decisions. 

The picture i s  somewhat different with mental health 
funds. Massachusetts, in 1971, switched from funding 
staff positions at the state level in previous categorical 
programs to financing local projects. Missouri spends 
about 70 percent of i t s  mental health 314(d) funds 
through the financing of local projects. Oregon, Virginia, 
Tennessee, and Texas spend most of their 314(d) mental 
health dollars in state mental health grants-in-aid to, and 
contracts with, local mental health centers and service 



providers. Though the dollar amounts are small, the 
mental health funds are widely dispersed to local 
governments and non-profit private case providers. 

Does, then, decategorization bring decision-making 
power closer to those most affected? For the six states 
studied, the response must be, "Not necessarily and not 
always." Though this dispersal of decision making may 
be desirable, decategorization of public health programs 
through 314(d) didn't make it happen in all places. 
Factors such as state organization, and previously 
established state-local relationships may be much more 
important than decategorization in bringing about such 
systemic change. 

Accountability 

As indicated in the summary of findings, the com- 
mingling of 314(d) funds with other state funds in at 
least four of the six states makes it impossible to trace 
the expenditure of 314(d) funds. The Federal taxpayers' 
dollar in 314(d) funds generally gets the same attention 
as the state taxpayers'dollar in health funds. Sometimes 
that attention is  inadequate. Expenditures are not re- 
ported by program; dollars are not related to results; and 
resources are not directed toward specific objectives. 

I f  the statement at the outset of this section were 
reworded to say, "Block grants will be administered as 
carefully and expenditures monitored as well as are state 
funds," then the result would be attainable. 

Flexibility 

From the summary of findings, the conclusion must 
be drawn that there was little programmatic flexibility 
attempted though its potential was there. The categori- 
cal services were in place and staffed. They were ex- 
pected by the public and programmed by the 
professionals. No effective planning or priority systems 
were operating in the six states to identify new service 
needs or recommend alternative programs. 

At the same time, the 314(d) grant provided no new 

funds in 1968 and only modest increases, considering 
inflation, in 1970. Thus, there was license and oppor- 
tunity for flexibility, but no new financial wherewithal. 

Speculation leaves the question: "Would it have been 
different i f  there had been additional funds?" "Would 
the effective integration of the Partnership for Health 
planning components with the 314(d) program offered 
new program approaches?" 

Innovation 

The question of innovation is  almost moot - after 
the discussion of program flexibility. If little different 
was done, then even less new could have been attempt- 
ed. 

The commingling of funds for local grants in states 
such as Tennessee and Virginia removes almost any 
possibility of determining i f  31 4(d) funds encouraged 
innovation. There is  simply no way to decide whether 
314(d) funds played any role in new programming. Like- 
wise, grants related to staff positions at the local level 
rather than to program components as is practiced in 
Texas does not lend itself to state funding to accomplish 
innovation. In Oregon, Massachusetts, and Missouri, 
where most of the 314(d) public health funds are spent 
by the state, the cases discovered little flexibility and 
less or no innovation. 

Mental health 314(d) expenditures varied and did 
provide for potential innovation. Since Missouri and 
Massachusetts allocated these funds on a project basis by 
an application procedure, some innovation was exper- 
ienced. But only in the Missouri 314(d) mental health 
program did the cases discover a specific state policy for 
innovation. There, almost all of the 314(d) mental 
health funds are expended in one-year, $10,000 seed 
money grants for new projects not eligible for other 
funding. 

Decategorization could be a powerful tool for in- 
novation, even with small expenditures. In order to 
assure innovative efforts, the state or i t s  localities would 
have to be prohibited from using the funds exactly as 
they did prior to decategorization. 



The Commonwealth of Massachusetts has initiated 
two distinct approaches to the allocation and utilization 
of block grant funds for the delivery of state- 
administered public health and mental health services. 
This case study provides a description of these two 
approaches and discusses recent changes in admin- 
istration of the 314(d) block grant in Massachusetts 
since 1974. 

Administration of the annual allocation of 314(d) 
funds within the Commonwealth of Massachusetts in- 
volves four state agencies. These are: 

Executive Office of Human Services; 
Office of Comprehensive Health Planning 
- 314(a) agency; 
Department of Public Health; and 

Department of Mental Health. 

The Departments of Public Health and Mental Health 
administer the provision of services under policy di- 
rection by the Executive Office of Human Services. In 
Massachusetts, the 314(a) agency serves as the planning 
and policy development arm of the Executive Office of 
Human Services for health services and programs. 

Table 7 presents the organizational relationship of the 
key agencies involved in the 314(d) fund's admin- 
istration at Federal, state, regional, and local levels. The 
table is followed by an overview of organizational 
involvement in the 314(d) block grant process at the 
state and local level. 

The state Department of Public Health has annually 
expended 85 percent of the 314(d)funds over the eight- 
year history of  utilization of 314(d) block grant funds. 
The Department of Mental Health has annually ex- 
pended the remaining 15 percent of state 314(d) funds. 

In Massachusetts, the Bureau of Administration in the 
Department of Public Health prepared the initial 314(d) 

state plan to allocate block grant funds for the 1968 
fiscal year. Since that time, the staff has annually 
reviewed the plan but has not recommended any major 
changes. The commissioner's office i s  responsible for 
authorizing expenditures of the current $1.8 million 
annual Federal allocation to public health in Massachu- 
setts through the 314(d) grant. 

The Federal allocation to public health i s  annually 
incorporated into the departmental budget estimate of 
anticipated public health revenues. These total funds, 
including the 314(d) block grant, are then approved by 
the state legislature in the departmental budget and 
expended accordingly during the following fiscal year. 
The budgets and plans of the commissioners of  public 
health and mental health in Massachusetts are subject to 
the review of the secretary of the Executive Office of 
Human Services. 

Block grant funds are used to provide a wide range of 
services. The allocation is utilized in the department's 
central administration, education, training and transpor- 
tation services (35%); health care standards activities 
(16%); and the state laboratory institute (9%). These 
three uses account for 60 percent of the 314(d) fund 
allocation to public health in Massachusetts. 

The Commonwealth of Massachirsetts has a state- 
administered system for the delivery of public health 
and mental health services. Although cities and towns 
throughout the state also provide public health services, 
they are not financially assisted by the state in their 
local public health programs. There i s  no direct "pass 
through" of 314(d) funds for public health to local 
governments. However, mental health 31 4(d) funds are 
allocated to local recipient agencies that are private 
non-profit corporations established to provide mental 
health services at the substate level. 

State service delivery i s  channeled through four 
regional public health offices. These offices serve four 
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multicounty areas of the state that do not coincide with 
other substate planning and service delivery regions used 
by state departments and agencies. 

The Bureau of Planning of the Department of Mental 
Health prepared the first 314(d) state plan for mental 
health services for FY 1968. Since 1971 that staff has 
utilized a local project development and review system 
for the 314(d) fund allocation process. 

Planning coordination between the Departments of 
Public Health and Mental Health i s  now achieved 
through the 314(a) agency - the Office of Comprehen- 
sive Health Planning. The 314(a) agency serves as the 
planning and policy development staff of the Executive 
Office of Human Services. 

Planning for health matters in Massachusetts i s  
conducted below the state level through substate re- 
gional organizations under the direction of the 314(a) 
Office of Comprehensive Health Planning. The state is  
divided into seven substate planning regions. Six of these 
31 4(b) areawide comprehensive health planning agencies 
are staffed. Regional planning i s  coordinated through the 
state 31 4(a) agency. The seven substate comprehensive 
health planning regions and the seven service delivery 
regions of the Department of Mental Health have the 
same boundaries. 

In the following sections of this case study, further 
information i s  provided on the application of the state's 
planning, administration, and evaluation methods to 
influence the use of 314(d) block grant funds. A detailed 
account is given of the allocation and use of 314(d) 
funds by the Commonwealth of Massachusetts, including 
changing patterns of usage since the initial receipt of the 
funds in the state's 1968 fiscal year. This case study also 
includes a description of the impacts or changes in the 
delivery of public health and mental health services 
attributed to the use of the 314(d) block grant in the 
state. 

BLOCK GRANT ALLOCATION 
AND USE 

The Federal allocation formula provided Massachu- 
setts with $1,385,800 or 2.3 percent of the $60 million 
block grant appropriated by Congress for FY 1968. A t  
that time, the Massachusetts fiscal year and the Federal 
fiscal year were the same, July 1 to June 30. 

Federal to State Allocation 

This section describes the Commonwealth of Massa- 
chusetts 314(d) program in terms of Federal to state 
allocation; state allocation of 314(d) funds; and utiliza- 
tion of the block grant. 

For Massachusetts, the Federal to state allocation of 
314(d) funds may be best understood by examining two 
points in time. They are the Massachusetts fiscal years 
of: 

1968, when the first 314(d) allocation 
was received and dispersed by the state; 
and 

1974, when state administrative reforms 
were accomplished to assure planning and 
budgetary coordination between the De- 
partments of Public Health and Mental 
Health. FY 1974 is  the last period for 
which the 314(d) expenditure records are 
complete. 

Under the initial (FY 1968) Federal allocation for- 
mula, Massachusetts received a block grant sum of $1.39 
million. Of this total, $1 ,I 77,900 (85%) was allocated to 
the Department of Public Health and $207,900 (1 5%) to 
the Department of Mental Health. In the year prior to 
the availability of block grant funds, the Commonwealth 
of Massachusetts received approximately $1 .I million in 
Federal support from the nine categorical grant pro- 
grams for health and mental health. 

The 314(d) block grants provided a 7 percent increase 
in Federal funding for Massachusetts health and mental 
health programs in FY 1968. The annual allocation to 
Massachusetts for FY 1970 was $71 8,500 greater than 
the FY 1968 allocation. Thereafter, the total allocation 
to public health and mental health stabilized at around 
$2.1-2.2 million. Table 2 presents the annual allocation 
to Massachusetts over the eight years of the 
block grant's existence. Federal appropriations under the 
314(d) block grant have been frozen at the 1970 level, 
although Congress originally authorized a continual 
expansion of the block grant through 1973 from $62.5 
to $165 million for the nation. 

State Allocation of 314(d) Funds 

At the onset of the 314(d) block grant program in 
Massachusetts during 1967, both the Departments of 
Public Health and Mental Health reviewed the previous 
array of services provided by categorical Federal funds. 
In both cases, the middle level planning and program 
management staffs of the two departments recom- 
mended to their respective commissions that the use of 
funds not be altered to provide services different from 
those being provided with Federal financial assistance 
under the previous categorical grants. 



In addition, the previous services were analyzed as 
being essential public health and mental health functions 
proper to the state which should not be altered. The 
positions created with categorical funds were under the 
protection of the state's civil service system so that 
comparable positions at equal salaries would have to be 
offered any state health or mental health employee 
displaced by the creation of block grant funding and the 
lapse of the previous categorical funding. 

The commissioners of public health and mental 
health, faced with these initial constraints to change or 
innovate (internal staff resistance and state civil service 
requirements), both elected to continue the allocation of 
the new 314(d) block grant to previously established 
categorical uses. This allocation pattern for public health 
uses of the 314(d) fund has been annually reviewed by a 
series of public health commissioners over the past eight 
years but not substantially changed. 

In 1967, during the planning for the initial 1968 
fiscal year, there was no management viewpoint within 
state government outside of the Department of Health. 
Thus, no local input was utilized to monitor or influence 
this initial block grant allocation decision. The state's 
314(a) agency - the Office of Comprehensive Health 
Planning - was then a subordinate unit within the 
Department of Public Health and did not serve as a 
planning coordination agency concerning 314(d) fun- 
ding. 

In 1974, this same agency became the planning 
coordination and policy development arm of the newly 
formed Executive Office of Human ~er~ices.  The execu- 
tive office was created to coordinate the planning and 
budgetary aspects of five state departments involved in 
the provision of human services for Massachusetts, 
including the Departments of Public Health and Mental 
Health. This grouping of five related departments under 
an executive office did not produce a new "super- 
department," since many of the original internal admin- 
istrative responsibilities were retained by the five individ- 
ual commissioners who head the separate departments. 
These administrative responsibilities include the hiring, 
promotion, and firing of staff; the provision of man- 
dated services; the administration of all departmental 
activities within budgetary constraints; and the sustained 
relationships with advisory boards. 

The Executive Office of Human Services does have 
the final decision on budgetary requests from the related 
departments. Beginning in 1974, for the 1975 fiscal 
year, the executive office began a review of the 314(d) 
allocation and utilization patterns existing over the 
previous six years in both public health and mental 
health. After an analysis of the block grant's use, 
completed by the 314(a) Office of Comprehensive 
Health Planning, a reallocation of a proportion of the 
total resources available under the 314(d) block grant 
was recommended by the 314(a) agency for imple- 

Table 2 

The 314(d) Block Grant 
Allocation to Massachusetts, 

Fiscal Years 1968-1975* 

Public 
Health 

Mental 
Health 

Total 
Allocation 

$ 1,385,800 
1,546,400 
2,104,300 
2,081,400 
2,139,800 
2,149,800 
2,156,400 
2,162,200 

*Information provided by Department of Health and Mental Health. 



mentation by the secretary of the Executive Office of 
Human Services for the 1976 and 1977 fiscal years. 

Allocation of the $323,500 in FY 1974 314(d) 
mental healtl; funds is achieved through an entirely 
different approach than the public health 314(d) fund 
retention for state-level service provision. In FY 1971, 
the Massachusetts Department of Mental Health de- 
parted from i t s  practice of allocating 314(d) funds to 
departmental staff positions and allocated at least part 
of i t s  15 percent on a local project basis as an 
independent portion of the total 314(d) block grant. I n  
FY 1974, virtually all (98.3%) available 314(d) funds 
were so allocated. 

The service goal for such allocations is to create a 
network of community-based mental health services as 
alternatives to institutional care. Departmental objec- 
tives (as stated in the mental health 314(d) state plan for 
fiscal year 1975) are: 

Decision Making 

1) decentralization of decision making, 
2) development of greater responsiveness to 

the needs and desires of people through 
increased citizen participation in the var- 
ious mental health regions and catchment 
areas within these regions, 

3) development of more sophisticated evalu- 
ation and monitoring mechanisms for the 
purposes of program assessment and bet- 
ter allocation of scarce resources, 

Mental Health Sewices 

4) greater emphasis on prevention and early 
treatment, 

5) constructive dialogue between clients and 
providers of service - nurtured where it 
exists and initiated where it does not, 

6) provision of assistance to enable mental 
health staff to function in roles much 
different from the traditional roles of 
prior years, 

Sewice Coordination 

7) reinforcement of community programs 
through a variety of cooperative efforts 
with other public and private agencies in 
the human services system, and 

8) analyses of the cost effectiveness of 
various community-based programs as 

compared with institution-based pro- 
grams. 

A total of 65 percent of all available mental health 
314(J) funds i s  annually assured in seven equal parts to 
the mental health regions. The remaining 35 percent is 
annually reserved for a statewide competitive pool to 
fund projects o f  statewide mental health significance. If 
any regional funds are not committed to specific 
projects within a separate region by January 1 of each 
year, such funds revert to the statewide competitive 
pool. 

The allocation process for the 314(d) funds begins 
with local project applications for funding consideration 
and ends with funding approval of the selected projects. 

Each local applicant agency (usually a non-profit 
private corporation) completes a form covering the 
project's budget, scope of activities, and suggested 
evaluation method. The application i s  reviewed by both 
the mental health area board and the mental health 
regional advisory council. Composition of the area 
boards and regional advisory councils is at local discre- 
tion except that all such bodies must have at least six 
citizen representatives. The regional body must also 
request representation from the health planning council 
of the region's 314(b) agency. 

After these two reviews to obtain local and regional 
comments, the application receives a final approval or 
denial by the Federal Funds Committee-314(d) in the 
State Department of Mental Health for inclusion in the 
314(d) state plan (and funding thereafter). This Federal 
Funds Committee-31 4(d) has the following members: 

commissioner of mental health; 
deputy commissioner of mental health; 
four assistant commissioners; 
one regional mental health administrator; 
seven citizens (citizen members are recom- 
mended by the Mental Health and Retar- 
dation Advisory Council of the state de- 
partment). 

A further consideration related to the allocation and 
utilization of 314(d) block grant funds i s  that the 
Department of Mental Health requested in 1974 and 
obtained the right to receive an increased portion of 
Massachusetts' allocation of 31 4(d) funds to become 
available in FY 1976 and FY 1977.' In FY 1976, the 

*The Federally defined ratio between public health and mental 
health has been 85-1 5 in the states, territories, and the District 
of Columbia since the inception of the 314(d) block grant. 



REGION AL-PRO 

Table 3 

Public Health and Mental Health Services 
Provided in Massachusetts, 

Fiscal Year 1974" 

Total Federal 
314(d) Funds and State Funds 

314(d) as a 
Percent of Total 

Mental Health Services 
Local Projects 

Health Services 
Regional Offices 
Hospitals 

Health Protection 
Surveillance and Disease Control 

Tuberculosis Control 
Communicable Diseases 
State Laboratory l nstitute 

Environmental Health 
Food and Drugs 

STATE-PROVIDED 

Health Regulation 
Health Care Standards 
Health Planning and Statistics 
Certificate of Need 

Health Services 
Alcoholism 

PUBLIC HEALTH COMMISSIONER'S 
OFFICE-CENTRAL ADMINISTRATION 

Administration 
Health Education 
Car Pool 
Training 

TOTAL REPORTED: 

"Based on information in expenditure reports for FY 1974, submitted to Public Health Services, Region 1, U.S. Department of 
Health, Education and Welfare. 



department will receive approximately 20 percent of 
the state's 314(d) allocation in a phased increase 
designed to allocate 25 percent of the block grant fund, 
in FY 1977, for the provision of mental health services. 

This increased portion for the Department of Mental 
Health is a product of several years of lobbying by 
officials in the department. Public health officials have 
consistently opposed any cutback in allocations to the 
Department of Public Health due to the fact that it has 
been operating at a deficit in recent years. 314(d) funds 
have been used to support civil service positions in the 
Department of Public Health, and these moneys have 
been unable to keep pace with step-pay increases to 
state employees. Thus, any cutback in 314(d) allocations 
would result in a further deficit for the department. 

In 1974, the state Office of Comprehensive Health 
Planning, the 314(a) agency, along with the Executive 
Office of Human Services acted as an arbiter between 
the Departments of Health and Mental Health in relation 
to DMH's request for increased allocations. The 314(a) 
agency prepared an option paper analyzing the issue. 
Several categories of issues were examined - program, 
financial management, and financial analysis or impact 
- to determine the repercussions of an increase of 
allocation to the Department of Mental Health. 

On the basis of this option paper, the secretary of 
human services determined that the FY 1976 314(d) 
allocation to the Department of Mental Health should be 
increased to 20 percent of the available Federal funds. 
The primary rationale for the decision was DMH's 
utilization of the block grant funds for expanded project 
services at the community level and the increased ability 
of the state to account for 314(d) funds. 

Utilization of 314(d) Funds 

Block grant funds are received separately by the 
Departments of Public Health and Mental Health and are 
utilized in two different ways. These approaches may be 
termed: 

1) state provision of services; and 
2) state funding of local projects. 

The Massachusetts Department of Public Health 
follows the first allocation approach while the Depart- 
ment of Mental Health follows the second. Each 
approach is  discussed below in terms of FY 1968 and 
FY 1975. 

In the initial year of 314(d) block grant funding, 
(1 968), the Massachusetts Department of Public Health 
did not change the pattern of utilization of funds from 

the prior Federal categorical programs that were pro- 
vided to the state during FY 1967. Changes in service 
patterns since that time, provided in part by 314(d) 
funding, have meant a changing utilization of the same 
professional public health staff. These staff positions, 
supported previously by categorical grant funds, were 
not discontinued with the advent of the 31 4(d) grant. 

All of the original categorical programs are partially 
funded in FY 1975 by 314(d) moneys and are now 
referred to as state-provided services. Although the block 
grant legislation removed the categorical restriction on 
the use of funds, the Department of Public Health 
asserts that " . . . i t  in no way implies that the activities 
previously supported by such grants should be discontin- 
ued or de-emphasized."* 

A total of 158 state public health positions are 
funded by the 314(d) block grant in FY 1975. Of the 
total $1.8 million annual public health allocation, 73 
percent of the funds are spent on state public health 
officer salaries. 

From the state's perspective, $1,826,000 in FY 1975 
314(d) funds supplement a total public health budget 
totaling $67,655,000. These 314(d) funds accounted for 
2.7 percent of the total amount expended for public 
health in Massachusetts. The $324,000 in 314(d) funds 
for mental health supplement a mental health budget of 
$191 million and constitutes 0.2 percent of that total.** 

Table 3 presents the pattern of public health and 
mental health services being supported in Massachusetts 
with 314(d) funds during FY 1975. These services are 
described below in terms of their objectives; by amount 
of support with 314(d) funds; percentage of 314(d) 
funds allocated for public health services; and by 
relationship to the original categorical programs. 

1. Public Health Commissioner's Office- 
Administration. The central administra- 
tion of all departmental programs is in 
part funded with 31 4(d) funds. Admin- 
istrative activities include training for 
public health staff, health education for 
the general public, car pool expenses of 
public health officials traveling statewide 
in the delivery of state services, and 
general administration. 
Level of Support: $639,300 
Percent of 3 14(d) Allocation: 34.8% 

*Letter from the state commissioner of public health to the 
regional health administrator, U.S. Public Health Service, 
Federal Region I, dated January 24,1975. 

**Information provided by the Department of Health and 
Mental Health. 



Relationship to Original Categoricals: 
Staff from three former categorical pro- 
grams are used in this activity area - 
general health, heart disease control, and 
home health care. 

2. Health Regulation-Health Care Standards. 
This program sets performance criteria 
involving more than 2,000 health facili- 
ties in the state, including hospitals, 
nursing homes, and clinics. I t  also in- 
cludes continuous inspection of all diag- 
nostic and therapeutic x-ray units in 
hospitals and private offices. 
Level o f  Support: $303,500 
Percent o f  314(d) Allocation: 16.5% 
Relationship to Original Categoricals: 
Staff from six of the former categorical 
programs are used in this activity area - 
cancer control, chronically ill and aged, 
heart disease control, home health, radio- 
logical health, and general health. 

3. Health Protection-State Laboratory Insti- 
tute. This laboratory provides statewide 
services including the production and 
distribution of serums and vaccines; per- 
formance of a variety of clinical tests on 
specimens; diagnosis of rare and exotic 
diseases; back-up services for laboratory 
quality control; and primary research. 
Level of Support: $1 64,300 
Percent of 314(d) Allocation: 9.0% 
Relationship to Original Categoricals: 
Staff from three of the former categorical 
programs are used in this activity area - 
general health, chronically ill and aged, 
and heart disease control. 

4. Health Regulations-Planning and, Statis- 
tics. This program provides a centralized 
information system. The information 
system includes departmental activities 
such as blood bank monitoring; compu- 
terized mailings under the Controlled 
Substances Act; annual hospital statistics 
and inventories of medical facilities. 
Level of Support: $1 53,200 
Percent of 314(d) Allocation: 8.3% 
Relationship to Original Categoricals: 
Staff from four of the former categorical 
programs are used in this activity area - 

cancer control, chronically i l l  and aged, 
heart disease control, and general health. 

5. Health Services-Regional Offices. Local 
health services are provided by four re- 
gional public health offices in the state. 
These offices coordinate general field 
activities between the state and local 
health services; day care licensure; home 
health agency certification; and en- 
forcement of the State Sanitary Code. 
Level of Support: $1 36,200 
Percent o f  314(d) Allocation: 7.4% 
Relationship to Original Categoricals: 
Staff from three former categorical pro- 
grams are used in this activity area - 
chronically ill and aged, heart disease 
control, and general health. 

6. Central Administration-Health Educa- 
tion. Health educators are assigned to two 
regional offices to provide educational 
programs to local boards of health, re- 
gional planning agencies, community 
groups, and school personnel. This pro- 
gram also involves production of health 
education materials, visual aids, and ex- 
hibits and coordination of the depart- 
ment's involvement with the various news 
media. 
Level of Support: $1 32,500 
Percent of 314(d) Allocation: 7.2% 
Relationship to Original Categoricals: 
Staff from three former categorical pro- 
grams are used in this activity area - 
general health, cancer control, and chron- 
ically ill and aged. 

7. Health Protection-Tuberculosis Control. 
This program no longer provides services. 
The new program functions are to set 
standards and to maintain community 
surveillance with technical support to the 
private medical sector. 
Level of Support: $107,900 
Percent of 3 7 4(d) Allocation: 5.9% 
Relationship to Original Categoricals: 
Continuation of original Federal program 
in tuberculosis control with the same 
state staff. 

8. Mental Health Services-Local Projects. 



More than 40 current projects provide for 
a wide range of local mental health 
service innovations to be implemented on 
a one-year basis. 
Level of Support: $31 8,000 
Percent of 314(d) Allocation: 98.3% 
Relationship to Original Categoricals: 
Continuation of original Federal program 
in mental health. 

To meet the department's stated goal and related 
objectives, five project categories have been defined in 
which local mental health projects are solicited.* These 
categories accompanied by the approximate percentage 
of available 314(d) funds allocated to each category, are: 

Service Programs. Innovation and demon- 
stration programs are especially sought. 
Proposals which have multiagency ele- 
ments will be encouraged, as well as those 
presenting opportunities for greater effec- 
tiveness and efficiency. Within this pro- 
ject category, high priority will be given 
to services directed towards children, 
minority groups, and other high risk pop- 
ulations. Each project is expected to have 
an evaluation component to measure pro- 
gress. 
Percentage of 314(d) Allocation: 60% 

Training and Staff Development. During 
this transition period of reducing insti- 
tution-based services, there is  a critical 
need for training and retraining of staff as 
role changes occur. The capacity of for- 
mer institutional employees to perform in 
community-based settings will determine 
the success or failure of many programs. 
Percentage of 3 14(d) Allocation: 1 5% 

0 Evaluation and Research. Little has been 
done to assess the efficiency or impact 
of community-based mental health ser- 
vices. It is important to know which 
kinds of programs work in the com- 
munity setting, specifically, for which 
clients, and why this i s  so. Comparative 
cost analyses are necessary elements in 
such efforts. 
Percentage o f  314(d) Allocation: 1 0% 

*Information contained in Massachusetts Department of 
Mental Health 314(d) plan for FY 1975. 

Administrative and Operational Inno- 
vations. In this period of rapid change, 
new administrative and operational sys- 
tems for more effective delivery of ser- 
vices must be explored. 
Percentage of 314(d) Allocation: 1 0% 

Education and Information Dis- 
semination. The development policy and 
implementation procedures fall under this 
project category. Of equal importance i s  
the support of the dissemination of in- 
formation about successful pilot studies. 
Percentage of 374(d) Allocation: 5% 

PLANNING, ADMINISTRATION, 
AND EVALUATION 

This section describes the experience of Massachu- 
setts in terms of ten basic Federal requirements 
pertaining to the 314(d) block grant. 

Planning Requirements 

In Massachusetts, the basic planning requirements 
have been met only in part. 

Provide services in accord with the adopted 314(a) 
Comprehensive Health Plan of the state. The Office of 
Comprehensive Health Planning, the state's 314(a) agen- 
cy, is currently preparing an update of the compre- 
hensive state plan. This revision began in 1974 with the 
development of a long-range, comprehensive health plan 
format and recommended planning process reviewed by 
the substate 314(b) health planning agencies. There is, 
however, no particular relationship between 314(d) 
allocations and the 314(a) plan. 

In addition, the 314(a) agency in the "314(d) options 
paper" conducted a special study of the 314(d) funding 
mechanism in terms of annual allocations and current 
use in public health and mental health services for 
Massachusetts. The 314(a) recommendations related to 
future 314(d) allocations and utilization patterns will be 
incorporated in the forthcoming 314(a) state health 
plan* and reviewed by the substate 314(b) agencies 
within the plan framework. 

The 314(b) agencies also have direct representation 
on the regional advisory councils for mental health in 

*Under the National Health Planning and Resources Develop- 
ment Act o f  1974 (P.L.93-641) this document will be termed 
simply the state health plan. 
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annually selecting projects for inclusion in the mental 
health 31 4(d) state plan. 

Prior to 1974, neither the six regional 314(b) agencies 
nor the state 314(a) agency reviewed the 314(d) 
allocations to public health or mental health against 
their own long-range health plans (many of which, in 
turn, had not been put into final form or adopted by 
their respective policy bodies). 

Specify the extent to which services to be provided 
are directed at public health areas of high priority, are of 
high quality, and will reach people in local communities 
in greatest need of such services. Public health services 
financially assisted with the 31 4(d) block grant are 
essentially those of high state and Federal priority in 
1967. Without additional Federal funding for new 
priority areas, the Department of Public Health elected to 
continue those services defined by the Federal categori- 
cal grants in public health (with the exception of dental 
services). These services have been provided through the 
support of the salaries of state civil service personnel 
who have responsibility for state-administered programs. 
Thus, no assurances exist that high-priority services are 
reaching people in local communities with the greatest 
need for such services. 

In contrast, the Department of Mental Health estab- 
lished an allocation system that encouraged local project 
generation and competition for the available 314(d) 
funds. This latter system has been gradually expanded 
since 1971 in proportion of 314(d) funds allocated on 
the local project basis. In 1971, only 16 percent of the 
funds were so allocated; by the 1975 fiscal year, 98 
percent were allocated to local projects. 

The project approach utilized by the Department of 
Mental Health has a weakness in that needed projects 
may not find willing and capable sponsors at the local 
level and so not be competitive for the available 314(d) 
mental health funds. Nevertheless, the mental health 
funding strategy does tend to reflect Congressional 
intent of channeling funds to local services. 

Consider the comments of state 314(a) and regional 
314(b) comprehensive health planning agencies in pre- 
paring the resource allocation to services in the 314(d) 
state plan(s). Prior to 1974, comments of the state 
314(a) and regional 314(b) agencies were not solicited or 
considered in the annual review of the public health and 
mental health 314(d) state plam, largely reflecting a 
highly centralized system of administration. For FY 
1976, however, the 314(a) and 314(b) comments have 
appeared to result in the reallocation of the 85-1 5 

percent ratio to 80-20, increasing mental health services 
with former public health 314(d) funds. 

Allocate funds so that public health services are 
significantly strengthened in various political subdivi- 
sions of the state (including the funding of other public 
or non-profit private agencies to assure maximum 
participation of local, regional, and metropolitan agen- 
cies). The Department of Public Health has not trans- 
ferred any of the 314(d) block grant funds to local 
health departments in Massachusetts cities and towns. 
Nor has the department transferred any other of its 
financial resources directly to the local health depart- 
ments. Officials in the Department of Public Health hold 
that the state-provided public health services do "signifi- 
cantly strengthen the various political subdivisions of the 
state" and meet the Federal requirement that 70 percent 
of the block grant be made available for local services by 
providing state public health services that would be 
fragmented, duplicated, and expensive to provide locally. 
They feel that local units of general purpose government 
would have to provide them i f  the state did not. Such 
services are the approach that the Department of Public 
Health takes to attempt to assure that 70 percent of the 
314(d) allocation in public health benefits local units of 
government. 

Local mental health services supported by 314(d) 
funds since 1974 have far exceeded the 70 percent 
requirement. Mental health services are provided by 
private non-profit agencies rather than cities and towns 
in Massachusetts. 

Define health services to be provided in terms of 
specific objectives. Like most state health departments, 
the Massachusetts Department of Public Health has not 
developed a set  of measurable objectives specific to 
services provided with 314(d) financial assistance. The 
Department of Mental Health requires that 314(d) 
funded projects contribute to achieving departmental 
objectives. These objectives, however, are not quantified 
and progress against them i s  not readily measurable in 
terms of funded 314(d) local projects in mental health. 

Provide for the review and modification of the 314(d) 
state plan(s) as appropriate on an annual basis by the 
state health agency and state mental health agency. 
314(d) state plans for both public health and mental 
health have been annually reviewed since 1974 by the 
314(a) agency on behalf of the secretary of human 
services. The 314(a) agency recommends changes appro- 
priate to both departments for review and implementa- 
tion by the secretary. 



Administrative Requirements CHANGES ATTRIBUTED TO THE 
BLOCK GRANT PROCESS 

There are three basic administrative requirements. 

Provide for the state administration or state supervi- 
sion of local administration of the funds by the state 
health agency and state mental health agency. The 
Department of Public Health has provided for state 
administration of the 314(d) funds over the past eight 
years. The Department of Mental Health has moved into 
the position of supervising the local administration of 
the 314(d) funds in mental health. Local service provider 
agencies in mental health are private non-profit entities, 
not units of local general purpose government. 

Assure that the block grant funds will not be used to 
supplant other non-Federal funds. The Department of 
Public Health utilizes 314(d) funds to support the 
salaries of state civil service employees. The Department 
of Mental Health seeks to fund only portions of local 
projects that have other funding commitments. In. 
addition, the Department of Mental Health limits the 
duration of i ts  project grants from 314(d) funds to one 
year. Both of these policies assist in assuring that 314(d) 
mental health funds will not replace other local financial 
resources. 

Require recipient agencies utilizing 314(d) funds to 
participate in the costs of the supported services. There 
are no direct recipient agencies in public health beyond 
the Department of Public Health. The Department of 
Mental Health, in its 314(d) project funding approach, 
does not require local matching contributions but 
strongly encourages the provision of local funds in 
projects to be selected. As the total 314(d) annual 
allocation i s  limited in mental health, projects seeking 
100 percent state 314(d) support are discouraged. 

Evaluation Requirement 

Provide methods of evaluating the performance of 
activities carried out with 314(d) funds. The Department 
of Public Health, in late 1975, filed with the secretary of 
state an annual report of program progress evaluating 
achievements in expenditure of both Federal and state 
funds. The Department of Mental Health has required 
that each project proposed for 314(d) funding contain 
i t s  own evaluation component. Reporting of achieve- 
ments from these evaluation components is anticipated 
to begin during FY 1976 but has not yet proven itself as 
an effective evaluation method when applied to depart- 
mental goals and objectives for the 314(d) program. 

Within the Commonwealth of Massachusetts, there has 
not been a consistent response to Federal adoption of 
the 314(d) block grant mechanism. The approach used 
by the Department of Public Health has attempted to 
minimize staffing and financial changes in the state as a 
result of the transition from Federal categorical public 
health grants to the 314(d) block grant mechanism. 
Although state-provided services financed in part with 
314(d) funding have changed, existing staffing patterns 
and service delivery methods before 314(d) have not 
changed. 

A major change has occurred between the Depart- 
ment of Public Health and the Federal regional office of 
the Public Health Service of the U.S. Department of 
Health, Education and Welfare, administering the 
314(d) block grant in Region I. Prior to the advent of 
the block grant, in FY 1968, individual Federal program 
specialists in the previous categorical public health areas 
provided both formal technical assistance and informal 
advice to Massachusetts public health officials as to the 
availability, procurement, and limits of utilization of the 
various Federal funds for public health. Today, Federal 
regional officials leave the details of financial and 
program management to the state. 

For example, the regional office of grants admin- 
istration is  not concerned with the details of how state 
314(d) money is  spent in Massachusetts in support of 
the particular programs funded with Federal 314(d) 
dollars on a matching basis. The primary Federal interest 
i s  in assuring that the total state contribution to 314(d) 
programs equals the amount required through the 
population formula, rather than to impose any Federal 
priorities within the block grant framework. 

Federal officials in the Public Health Service of 
Region I are in a difficult position to assess the 
administration, allocation, or utilization of the 314(d) 
funds for public health in Massachusetts. This i s  a change 
in Federal-state relations from the previous categorical 
grant period when detailed plan submissions were 
annually required by the Federal regional officials. The 
detailed planning requirement in turn stimulated a close 
relationship between Federal and state staffs responsible 
for the planning, administration, and evaluation of fund 
usage in a multiplicity of public health areas. Now, 
Region I Federal officials concede that because there are 
no restrictions on the programmatic use of 314(d) funds, 
there i s  little opportunity for Federal-state interchange 
of ideas and Federal influence over program and 
planning decisions and priorities. In addition, i t  i s  



difficult for Federal officials to assess funds in accord 
with Congressional intent. 

In contrast, Federal regional officials may now be 
able to monitor and evaluate the use and effectiveness of 
314(d) funds allocated to mental health. The Depart- 
ment of Mental Health has adopted an approach that 
facilitates innovation and positive change in several 
ways. These include: 

emphasis upon new local projects with 
demonstration and transfer va!ues; 
limited project funding so that they must 
become locally viable in one year's time; 
and 
granting of 314(d) mental health funds 
are limited "seed money" to projects 
scattered throughout the seven mental 
health regions to encourage change in all 
parts of the state. 

Block grant fund availability and utilization in Massa- 
chusetts has not resulted in additional state appropria- 
tions for public or mental health services:,Grant moneys, 
particularly in public health, have been designated for 
internal administrative and staffing purposes rather than 
to create new programs for which additional state funds 
might have been necessary. 

Additional funds have not been stimulated on the 
local level for public health services. Local service 
providers have almost no knowledge of the allocation 
process or usage of 314(d) funds. Concomitantly, local 
governmental officials would have little incentive as a 
result of the 314(d) block grant to provide more funds 
for local health service delivery. 

According to state officials, local funds for mental 
health have not been stimulated to any great degree by 
the block grant program. They perceive that there has 
been an increase in that local funds have been used to 
match 31 4(d) money which partially supports local 
projects. On the other hand, regional authorities con- 
tacted view these projects as very often funded totally 
by the 314(d) block grant, and thus, the stimulation of 
local money is  not maximized. 

The matching requirement of the block grant mecha- 
nism has not created fiscal or management problems at 
the state level. This is attributable to the small percent- 
age of the overall budgets of the Departments of Public 
and Mental Health which 3141d) funds comprise (2.7 
and 0.2 percent, respectively). Inasmuch as 314(d) 
moneys are matched at the state level, matching causes 
no difficulty at the local local - the Department of 
Public Health does not pass through 314(d) funds to 
local units ofgovernment and the Department of Mental 

Health encourages, but does not specifically require, local 
recipients to contribute any discernible share for 314(d)- 
supported projects. 

State public health and mental health officials view 
the 314(d) block grant mechanism in two entirely 
different ways. The 314(d) block grant has caused no 
basic change in the manner of delivery of public health 
services in the Commonwealth of Massachusetts. The 
changing demand for public health services since 1966 
has been accommodated through assignment of new 
responsibilities to the former categorically specialized 
staff while retaining their former job classifications. 

On the other hand, the 314(d) block grant mecha- 
nism has enabled the Department of Mental Health to 
establish a local project-by-project allocation system 
within the broad goals, objectives, and project categories 
established at the state level. To a certain degree the 
Department of Mental Health has reestablished a "cate- 
gory and project grant" approach to allocating the 
314(d) fund, this time at the state rather than the 
Federal level. It i s  the project-by-project allocation of 
the block grant, with its goal to create alternatives to 
institutionalized care, which has resulted in innovations 
in health service delivery in Massachusetts attributable to 
314(d) funds. 

Regional and local public health officials perceive 
differences between Federal categoricals and the block 
grants. However, these perceptions are limited by the 
fact that regional and local experience with the 314(d) 
funds has been limited to the mental health area. 
Regional public health officials have some staff members 
salaried through 314(d) funds with no other direct 
exposure to the 314(d) block grants. 

Regional mental health personnel view the 314(d) 
funds as flexible and useful in funding innovative 
programs. These perceptions come as a result of direct 
experience with the block grants which are used on a 
project-by-project basis as the department's program 
strategy. However, the nominal amount of block grant 
funds allocated to mental health resulted in some 
preference for comprehensive mental health services 
grants (which are usually used for staffing purposes) 
rather than the block grant mechanism. 

Only in the allocation of funds to mental health 
projects has any measure of new flexibility become 
possible for local users of the 314(d) block grant in 
Massachusetts. In the area of public health, neither local 
access to the 314(d) funds, nor the relatively stable state 
staffing patterns have made significant changes at the 
local level in terms of local discretion or flexible funding 
assistance for locally determined public health services. 

Federal, state, regional, and local reactions to the 



SUMMARY AND CONCLUSIONS previous categorical grants and 3 14(d) block grant usage 
in Massachusetts have resulted in a consensus on several 
items: 

Lower level of involvement of Federal 
officials in the state planning, administra- 
tion, and evaluation of the 314(d) block 
grant in contrast to the Federal role 
under prior categorical grants. This i s  not 
always viewed as a desirable change by 
health and mental health officials within 
the state who now experience uncertainty 
as to the Federal priorities (if any) in 
public health and mental health. Federal 
regional officials agree as to the lack of 
Federal guidance on the 314(d) process 
but feel that the states should proceed 
without Federal intervention. 

Lack of direct involvement of either the 
governor or the state legislature in the 
block grant mechanism under section 
314(d). The state legislature has never 
shown interest in the 314(d) state plans 
nor indicated knowledge of them. Any 
major change to the allocation of funds 
to, or within, the State of Massachusetts 
has been reviewed by the governor over 
the mandatory 45-day period but the 
governor has not instituted changes to the 
suggested allocation. Even the current 
reallocation of 314(d) funds from public 
health to mental health has received no 
attention from the governor or state 
legislature. 

One area of concern lacking common agreement 
among state, regional and local public health officials, 
state mental health officials, or state and regional 
comprehensive health planners is: 

Sufficiency of the amount of public 
health services received on the local level. 
State public health officials feel that their 
utilization of 31 4(d) funds adequately 
provides health services on the local level. 
However, regional and local health offi- 
cials have almost no knoweldge of block 
grant utilization at the local level or of i t s  
positive impacts. 

The utilization pattern for 314(d) funds in the 
Commonwealth of Massachusetts has taken a different 
direction for public health services than for mental 
health services. In the case of public health services, 
under i t s  strategy of direct state administration of 
activities under the 314(d) plan, the state does not "pass 
through" 314(d) funds directly to the public health 
departments of cities and towns. Rather, the state public 
health services have continued to support and comple- 
ment local public health services without the transfer of 
Federal or state public health funds to localities. 

With the advent of the block grant, staff personnel 
supported by prior categorical grant funds have been 
continued under new categories. These staff are responsi- 
ble for state-administered services. Changes in service 
patterns, provided in part by 314(d) funding, have 
meant a changing utilization of the same professional 
public health staff. 

In the case of mental health services, the state has 
moved in the direction of allocating virtually all of the 
314(d) funds to local, private, non-profit service provid- 
ers on an annual project basis. For local mental health 
services supplemented with 314(d) funds, the emphasis 
has been new programs and short term 314(d) financial 
support. This practice represents a gradual departure 
from the Department of Mental Health's allocation of 
314(d) funds to departmental staff during FY 1968 
through 1971. 

Between the years 1968 and 1974, the various 
Federal, state, regional, and local agencies involved in the 
planning, administration, and evaluation of the 314(d) 
block grant in Massachusetts did not operate in a 
coordinated or systematic manner. Rather, service pro- 
vider agencies responded autonomously to immediate 
problems associated with the block grant and the 
comprehensive health planning agencies were not in- 
volved. State plans for public health and mental health 
offered minimal guidance. 

In 1974, the two commissioners of public health and 
mental health were brought together under the secretary 
of human services. The secretary utilizes the Office of 
Comprehensive Health Planning - the 314(a) agency - 
as a planning and policy development arm of his office. 

The state 314(a) agency has analyzed the problem of 
resource allocation through the 314(d) block grant 
mechanism and prepared alternative recommendations 
on the proportion of 314(d) funds to be divided 
between public health and mental health for considera- 
tion by the secretary. 

The analysis by the 314(a) agency in 1975 and i ts  



implementation has initiated a new set of working 
relationships involving the 314(a) funding mechanism. 
Planners and service providers are now in direct commu- 
nication in the decision-making process involving the 
314(d) annual allocation. 

Coordination efforts between the secretary of human 
services, the state 314(a) agency.and the Departments of 
Public Health and Mental Health still do not extensively 
involve the governor, legislative officials, or Federal 
regional officials. 

Major reorganizational and procedural changes in 

1974 should lead to improvements in coordination of 
314(a) and 314(b) planning activities with 314(d) block 
grant allocations. The services provided are s t i l l  not well 
defined in terms of objectives nor are they presently 
evaluated. 

The Massachusetts experience under the 314(d) block 
grant is  largely reflective of a state policy in public 
health in which the state has maintained responsibility 
for public health programs rather than providing direct 
financial assistance to localities for public health pur- 
poses. 



Missouri 

The State of Missouri has initiated two distinct 
approaches to the allocation and utilization of block 
grant funds for the delivery of state-administered public 
health and mental health services. This case study 
provides a description of these two approaches and their 
response to Federal regulations related to the planning, 
use, administration, and evaluation of 314(d) block 
grant funds. 

Administration of the annual allocation of 314(d) 
funds within the State of Missouri involves three state 
agencies. These are: 

Office of Comprehensive Health Planning, 
Division of Special Services, Department 
of Social Services; 

0 Division of Health, Department of Social 
Services; and 

0 Department of Mental Health. 

Public health services in Missouri are provided by the 
Division of Health of the Department of Social Services. 
Mental health services are delivered by the Department 
of Mental Health. Tables I and 2 present the organiza- 
tion structures of the two agencies involved in the 
delivery of public health and mental health services in 
the State of Missouri. 

The Division of Health is  located in the Department 
of Social Services. The director of the division is 
appointed by the Board of Health but i s  operationally 
responsible to the director of the department. The Board 
of Health serves as an advisory body to the director o f  
the Division of Health and is not responsible for 
establishing division policy. Budget and administrative 
activities of the division are the responsibility of the 
division's deputy director under the supervision of the 
division's director. 

Priority and policy determinations on the use of the 

public health portion of the 314(d) block grant are the 
responsibility of the division's deputy director. Approx- 
imately two-thirds of the annual 314(d) allocation i s  
being used for state administration and state-admin- 
istered local services such as laboratory services and 
health service delivery through the state's seven district 
health offices. The state's allocation and use of this 
portion of the public health 314(d) block grant has been 
guided by previous year's commitments. 

Approximately one-third of the public health portion 
of the annual block grant is  allocated to public health 
agencies at the city and county level. Local agencies 
seeking state funding assistance submit an application to 
the division where i t  i s  reviewed by program staff. 
Funding recommendations are submitted by the pro- 
gram staff to the division's deputy director who i s  
responsible for the administrative allocation of the 
314(d) funds. The allocation of the 314(d) funds mixed 
with state and other Federal funds i s  made on the basis 
of a variable formula relating to assessed property 
evaluation. In addition, the state's allocation to a local 
health agency is  limited to a percentage of the local 
agency's cost of personal services. 

Discussion with the deputy director of the Division of 
Health revealed that neither the Office of Comprehen- 
sive Health Planning (the 314(a) agency) nor any of the 
state's 314(b) areawide health planning agencies specifi- 
cally review the division's allocation of 314(d) funds. 
However, the deputy director indicated that he has met 
periodically with a subcommittee of the governor's 
Advisory Council for Comprehensive Health Planning to 
review the entire division's plans and budgets.* 

The director of the Department of Mental Health i s  
appointed by the Mental Health Commission with the 

*Source: Interview with deputy director,.Missouri Division of 
Health. 
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advice and consent of the state senate, The Mental 
Health Commission serves as an advisory body to the 
director of the department and i s  not responsible for 
establishing departmental policy. Budget and administra- 
tive activities of the department are the responsibility of 
the deputy director for administration under the super- 
vision of the department's director. 

Priority setting and policy'determinations concerning 
the use of the mental health portion of the state's 
314(d) block grant take place in several steps. The 
deputy director for administration, upon learning the 
state's annual allocation, determines the amount avail- 
able for two expenditure categories: 

administration, including professional and 
clerical salaries and training and public 
education materials; and 
local mental health projects. 

Approximately 30 percent of the funds are allocated 
to the administration category and 70 percent to the 
local mental health projects category. 

Funds allocated to the local mental health projects 
category are suballocated on the basis of the review, 
recommendation, and approval of application requests 
from local mental health agencies by the state's Mental 
Health Authority Review Council. 

Upon completion of the review and approval of local 
mental health project applications and the allocation of 
the 314(d) funds to the selected projects, the deputy 
director for administration compiles the approved pro- 
ject descriptions and a description of the state's use of 
the administrative portion of the block grant into a 
mental health state plan document. 

Discussion with mental health staff indicated that the 
state's Office of Comprehensive Health Planning and the 
affected 31 4(b) areawide health planning agencies review 
and comment on project applications from local mental 
health agencies. 

In Missouri, both the public health and mental health 
portions of the annual 314(d) block grant can be traced 
to very specific expenditure areas and determinations 
can be made as to the amount of 314(d) money being 
used to support a particular activity in relation to the 
amount of state funds or other Federal funds being used. 

Neither the Division of Budget of the Office of 
Administration nor the Missouri General Assembly have 
ever taken action to affect the programming of 314(d) 
funds, although each of these entities is  included in the 
review and budgeting process that sanctions the adminis- 
trative allocation of the 314(d) block grant. 

BLOCK GRANT ALLOCATION 
AND USE 

This section describes the State of Missouri's alloca- 
tion and use of 314(d) block grant funds. I t  includes the 
amount of block grant funds that the state has received 
under the Federal allocation formula in certain key 
years, a description of how the allocation decisions are 
made, and how the state has spent the funds compared 
to their expenditure of categorical grant funds. 

Federal to State Allocation 

During the last year (FY 1967) of the categorical 
grants that were folded into the 314(d) block grant, the 
State of Missouri received $1,041,068. During the first 
year (FY 1968) of the 314(d) block grant, the state 
received $1 ,I 16,800, an increase of $75,732. Missouri's 
allocation of $1,116,800 was 1.86 percent of the 
national appropriation of $60 million. When the tuber- 
culosis control program was included in the 314(d) 
block grant in FY 1970, the state's allocation increased 
to $1,670,500. The block grant has remained at approxi- 
mately that level through FY 1975 when the state 
received $1,628,500. Tables 3 and 4 on the following 
pages provide detail on the categorical grants received in 
FY 1967 and the annual amount of block grant funds 
recieved by the State of Missouri for public health and 
mental health since the start of the 314(d) block grant 
program. 

State Allocation of the 314(d) Block Grant 

In Missouri, 85 percent of the 314(d) annual block 
grant i s  allocated to the Division of Health of the 
Department of Social Services and 15 percent i s  allo- 
cated to the Department of Mental Health. The actual 
allocation takes place before the funds are received by 
the State of Missouri. 

Eowever, under provisions of P.L. 89-749, neither the 
governor nor the Missouri General Assembly has re- 
quested that the Federally specified 85-1 5 allocation be 
changed in any manner. 

In Missouri, the allocation of the public health 
portion of the 314(d) block grant i s  the responsibility of 
staff within the Division of Health. This allocation takes 
place without policy guidance from the 314(d) state 
comprehensive health planning agency, the general 
assembly, the Board of Health, the Division of Budget, 
Office of Administration, or the governor. The deputy 
director of the Division of Health has primary responsi- 



Table 3 

Public Health and Mental Health 
Categorical Grants, 
Fiscal Year 1967" 

PUBLIC HEALTH 

General Health 
Heart Disease 
Dental Health 
Cancer Control 
Tuberculosis Control 
Chronic Illness 
Radiological Health 
Home Health Services 

MENTAL HEALTH 

TOTAL 

*Source: Deputy director, Missouri Division of Health. 

Public 
Health 

Table 4 

The 314(d) Block Grant 
Allocation to Missouri, 

Fiscal Years 
1968 through 1975" 

Mental 
Health 

Total 
Allocation 

*Source: Public health allocations provided by the deputy director of the Missouri Division of Health. Mental Health alloca- 
tions provided by the deputy director for administration of the Missouri Department of Mental Health. 



bility for allocation and administration of the state's 
public health 314(d) block grant. 

Budget information transmitted by the Division of 
Health to the Division of Budget, Office of Administra- 
tion, and, subsequently, to the general assembly and the 
governor groups all Federal grants together as a single 
revenue item. In reviewing the health division's budget, 
legislators and budget staff are not able to determine 
what activities are funded with 314(d) funds. Detailed 
records are kept within the division that enable tracing 
the allocation and expenditure of the 314(d) funds to a 
level of detail that satisfies the most rigorous of audit 
procedures. 

The allocation of the mental health share of the 
314(d) block grant is  carried out by staff of the 
Department of Mental Health with the advice of the 
Mental Health Authority Review Council. The review 
council is  composed of state mental health program 
officials, staff from the 314(a) state comprehensive 
health planning agency, university specialists, and rep- 
resentatives of the state mental health association and 
local mental health agencies. 

A major Federal requirement affecting the state's 
allocation of the public health and mental health 
portions of the 314(d) block grant is that 70 percent of 
each portion must be used to provide direct community 
services. In Missouri, the Division of Health i s  technically 
meeting this requirement. For example, in FY 1975, 
approximately 72 percent of the public health 314(d) 
block grant was allocated to expenditure categories 
classified as direct community services. 

The requirement that at least 70 percent of the state 
314(d) allocation be spent for services in local commu- 
nities has been interpreted in several ways. The Missouri 
Division of Health has interpreted the requirement 
literally to mean the provision of services at the local 
level by either state or local agencies or personnel. This 
has resulted in approximately 80 percent of the local 
pass-through portion of the block grant being expended 
by the division for services by state employees at, or for 
the benefit of, local communities. 

In FY 1975, only 12.9 percent or $209,181 of the 
total public health share of the 314(d) block grant was 
allocated to services performed by local agencies. 

For the mental health portion, 100 percent of the 
pass-through portion was expended by local agencies 
using local employees. 

Public Health Utilization of 314(d) Funds 

The following sections provide detailed descriptions 
of the utilization of the public health and mental health 
portions of the 314(d) block grant. 

The Division of Health in the Department of Social 
Services i s  responsible for the administration of the 
public health portion of the 314(d) block grant to 
Missouri. 

Analysis of the state's use of the public health 
portion of the 314(d) funds is  presented for FY 1968, 
FY 1970, and FY 1975. FY 1968 represents the initial 
year of the block grant; FY 1970 i s  the year in which 
the tuberculosis control categorical grant appropriation 
was included in the block grant; and FY 1975 is  the 
most recent documentation of the state's use of the 
funds. Information is  also presented on the state's use of 
the categorical grants during FY 1967 in order to 
present utilization comparisons between the categorical 
grants and the block grant. 

Initiation of the 314(d) block grant in FY 1968 did 
not result in significant changes in the Division of 
Health's utilization of Federal funds. The block grant 
funds were used to fund the same services that the 
categorical funds had been supporting in FY 1967.* 

Table 5 shows the FY 1967 utilization of the eight 
public health categorical grants that were folded into the 
314(d) block grant. (Seven of the eight grant programs 
formed the 314(d) grant for FY 1968 and the tuber- 
culosis control grant became a part of the 314(d) block 
grant in FY 1970.) The state received a total of 
$909,868 in the eight categorical grant programs. The 
largest single use of the grants was the operation of the 
state's five district health offices equaling 34.1 percent 
of the total funds received. Program expenditures related 
directly to the appropriate categorical grant received 
25.9 percent of the funds received. Program funds were 
used primarily for program specialists' salaries. 

Table 6 shows the Missouri utilization pattern of 
314(d) public health block grant funds in relation to the 
FY 1967 utilization of categorical grant funds. Analysis 
of the FY 1968, 1970, and 1975 314(d) allocations 
shows that the state's use of 314(d) funds is  generally 
similar to the state's use of the categorical grants in FY 
1967. The most significant change brought about by the 
314(d) block grant is  the substantial increase in the 
amount of funds allocated to support the state's Bureau 
of Laboratory Services. In FY 1967, laboratory services 
received $31,000 or 3.4 percent of the total categorical 
funds. In FY 1975, laboratory services received 
$529,007 or 32.5 percent of the state's public health 
31 4(d) grant. The state's district health offices, which 
have increased from five to seven in number since FY 

*Source: Interview with deputy director, Missouri Division of 
Health. 





Table 6 

Utilization Pattern of Public Health Funds, 
State of Missouri, 

Fiscal Year 1967 - Fiscal Year 1975" 

Combined 
Categorical Grants 

State 

314(d) Block Grant 

Allocation Fiscal Year 1967 Fiscal Year 1968 Fiscal Year 1970 Fiscal Year 1975 

Local Health Service 
District Health Units 
Local Health Departments 
Orientation and Training 
Programs 
Laboratory Services 
Local Health Nursing 

Services 
Nursing Home Program 
Section o f  Medical Care 
Central Office Administration 
Community Environmental 

Health Services 

Amount Percent Amount Percent Amount 

Total $909,868 100.0% $1 ,I 16,800 

Percent Amount 

- $ 37,954 
19.3% 473,988 
26.5 209.1 81 
1.1 3 1,000 
18.0 144,497 
26.3 529,007 

Percent 

2.3% 
29.1 
12.8 
1.9 
8.9 
32.5 

0.7 
- 
2.9 
- 

8.9 

100.0% 

*Source: Deputy director, Missouri Division of Health. 



1967, consistently received a substantial amount of the 
categorical as well as the 314(d) block grant. 

Presented below i s  a detailed description of the use of 
the FY 1975 314(d) public health allocation.* 

1. Local Health Services - $37,954 

a. Administration o f  Section o f  Local 
Health Service - Salaries - $18,902 

b. Bureau o f  Community Sanitation - 
Salaries - $19,052 

2. District Health Units - $473,988 

a. District 1 - Salaries $66,501 
Travel 12 240 L 
Total $78,741 

b. District 2 - Salaries $33,966 
Travel 17,136 

Total $51 ,I 02 

c. District 3 - Salaries $60,792 
Travel 13,464 

Total $74,256 

d. District 4 - Salaries $67,840 
Travel 14,280 
Fire & Utilities 2,500 
Communications 6,000 
Lab. Supplies 1 2,000 

Total $102,620 

e. District 5 - Salaries $96,803 
Travel 14,280 
Communications 10,000 
Lab. Supplies 12,000 

Total $133,083 

f. District 6 - Salaries $1 3,686 
Travel 6,120 

Total $1 9,806 

g. District 7 - Salaries $8,260 
Travel 6,120 
Total $1 4,380 

3. Local Health Departments - $209,181 

*Source: Interview with deputy director, Missouri Division of 
Health. 

a. Local Support Nurse Travel - 
$10,236 

b. 13 Local Public. Health Agencies - 
$1 98,945 

4. Orientation and Training - $31,000 

a. Training Workshops and Travel - 
$31,000 

5. Programs - $144,497 

a. Bureau o f  Veterinary Public Health - 
Salaries - $20,651 

b. Bureau of Chronic Disease Surveil- 
lance - Salaries - $1 5,294 

c. Bureau o f  Epidemiology and Disease 
Surveillance - Salaries - $33,872 

d. Visiting Nurses Association - Salaries 
- $11,000 

e. Drugs and Biologics - Salaries - 
$ 1 0,000 

f. Bureau o f  Radiological Health - 
Salaries $47,460 
Travel 6,120 
Contractual Services 100 

Total $53,680 

6. Laboratory Services - $529,007 

a. Bureau o f  Laboratory Services - 
Salaries $454,787 
Travel 6,120 
Lab. Supplies 65,000 
Contractual Services 3,100 

Total $529,007 

7. Local Health Nursing Services - $1 1,466 

a. Bureau o f  Public Health Nursing - 
Salaries $ 9,426 
Travel 2,040 

Total $ 1 1,466 

8. Section o f  Medical Care - $46,789 

a. Administration - Salaries - $46,789 



9. Community Environmental Health Sew- 
ices - $1 M,6I 8 

a. Four functions in the Department of 
Natural Resources: Administration, 
Bureau of Water Supply, Solid Waste 
Management, Community Health En- 
gineering. 

The block grant has not affected a significant change 
in the pattern of health services supported with Federal 
funds. This lack of change, except for the increased 
support of laboratory services, supports the findings that 
the flexible nature of block grant funds is  not being 
exploited in Missouri and the funds are not being used to 
fund innovative approaches to the delivery of public 
health services. 

Mental Health Utilization of 314(d) Funds 

Missouri i s  utilizing the mental health portion of the 
314(d) block grant for the same purposes that the 
mental health categorical grants supported from FY 
1964 to FY 1967.* 

Table 7 shows the simplified pattern of utilization of 
the categorical grant and the 314(d) block grant from 
FY 1967 through FY 1975. 

Each year, the Department of Mental Health has used 
more than 70 percent of the block grant funds to 
support local mental health projects. A major factor in 
the department's strategy to use the funds to support 
locally operated mental health projects has been the 
state's lack of an aid program to local agencies to 
support mental health services. Thus, the department has 
used the block grant as "seed" money to foster the 
development of community mental health programs and 
innovative service delivery projects at the local level. 

Local project grants were funded at 100 percent for 
one year and are limited to $10,000 per project.* 

For FY 1975, the department utilized $82,159 for 
administration and $205,241 for local projects.* 

Projects range from community education and in- 
service training and development projects to planning for 
a proposed community mental health center program to 
special projects related to children, drug abuse, and 
chronic alcoholism. 

The individual projects were not analyzed for FY 
1975. However, brief project descriptions set forth in 
the mental health, 31 4(d), state plan indicated that the 

*Source: Interview with deputy director, Missouri Mental 
Health Department. 



funds were being utilized by both consumers and service 
providers at the local level. However, by far the largest 
proportion of these local project funds were being used 
by traditional mental health services providers. 

PLANNING, ADMINISTRATION, 
AND EVALUATION 

This section describes Missouri's use and administra- 
tion of 314(d) funds in relation to ten Federal re- 
quirements pertaining to the block grant. The ten 
requirements are drawn from the law and subsequent 
amendments and Federal regulations. 

Planning Requirements 

Planning requirements of section 314(d) call for 
certain assurances to be contained in the state's plan for 
expenditures of block grants for both mental and public 
health services delivery. Priorities of selected services and 
service objectives are to be set for the expenditure of 
314(d) funds. The planning document (or incorporated 
assurances contained in state legislation and administra- 
tive regulations and procedures) i s  to be reviewed at least 
annually by state public and mental health authorities. 
Amendments or modifications are to be submitted to 
the governor for a 45-day review and then submitted to 
the Surgeon General of the U.S. Department of Health, 
Education and Welfare for approval. 

In Missouri, the planning requirements are not being 
met in full. Involvement of the 314(a) and 314(b) 
agencies is  not found in the public health area but i s  
evident in the mental health area. While priorities have 
been set for the Division of Health and the Mental 
Health Department, 3 14(d) allocations and expenditures 
are not made to address or satisfy the priorities. This is  
evident particularly in the Division of Health. 

The Missouri block grant planning process is pre- 
sented below in a narrative form. The basic planning 
requirements are: 

Provide services in accord with the adopted 314(a) 
Comprehensive Health Plan of the state. The Office of 
Special Services of the Department of Social Services is 
the designated 314(a) agency in Missouri. The agency 
has not completed a detailed, comprehensive health plan 
for the state. With HEW approval, the agency has 
developed broadly stated component plans from which 
the 314(b) areawide agencies are to develop detailed 
regional plans related to health service needs. As such, 
there i s  no specific plan by which 314(d) public health 

and mental health allocations and expenditures can be 
evaluated. 

Discussions with Division of Health staff indicated 
that state allocations of the public health portion of the 
314(d) block grant are not determined on the basis of 
the 314(a) plan components. The staff indicated that the 
division was aware of the plan components developed by 
the 314(a) agency and felt that the division's 314(d) 
allocations were in accord with the plan components. 

Staff of the 314(a) agency serve on the Mental Health 
Authority Review Council that reviews, evaluates, and 
makes funding recommendations on local mental health 
projects funded with the mental health portion of the 
314(d) block grant.* 

Specify the extent to which services to be provided 
are to be directed at public health areas of high priority, 
are of high quality and will reach people in local 
communities in greatest need of such services. The 
state's use of the public health and mental health 
portions of the 314(d) block grant did not change 
radically over the state's use of the categorical grants 
that existed prior to FY 1968. 

Allocation of the public health portion of the 314(d) 
block grant i s  carried out by the deputy director of the 
division. Key factors in the allocation decisions' have 
been a continuation of the prior year's allocations and 
recommendations of program specialists and district 
health staff on the allocation of the 314(d) funds to 
meet the public health needs of local city and county 
health departments. 

Priorities for the use of the mental health portion of 
the 314(d) block grant are established by program and 
administrative staff of the Department of Mental Health. 
For several years, the department's 314(d) state plan has 
included several standards for the review of local mental 
health project applications by the Mental Health Author- 
ity Review Council. The standards reflect a combined 
statement of funding priorities and administrative 
guides. As stated in the FY 1975, 314(d), Mental Health 
State Plan, the standards include: 

I) training projects involving local project 
staff as well as broad based community 
education programs; 

2) projects proposed by agencies with lim- 
ited budgets that will result in the im- 
provement or increase in service delivery; 

3) projects designed to meet a special need, 

*Source: Director of the Division of  Special Services, Missouri 
Department of Social Services. 



i.e., agencies planning a community men- 
tal health center program; 

4) innovative projects that provide a new 
method of addressing old problems (nine 
of the 25 projects funded in FY 1975 are 
considered as innovative); 

5) projects serving high-risk elements of the 
population; 

6) projects dealing with special problems in 
the areas of drug abuse and alcoholism; 
and 

7) children's programs. 

Consider the comments of state 314(a) and regional 
314(b) comprehensive health planning agencies in pre- 
paring the resource allocation to services in the 314(d) 
state plan(s). The Division of Health, which administers 
the public health portion of the 314(d) block grant, has 
developed a simplified state plan since FY 1972 and has 
submitted the appropriate plan descriptions and budgets 
to HEW each year. 

Division staff indicated that the public health 314(d) 
allocations are not reviewed or commented upon by 
either the 314(a) agency or any of the 314(b) areawide 
health planning agencies. However, the division's deputy 
director indicated that the overall plans, programs, and 
budgets of the Division of Health are reviewed perio- 
dically with the 31 4(a) agency. 

For mental health, staff from the 314(a) agency serve 
on the Mental Health Authority Review Council which 
evaluates local mental health agencies' request for 
314(d) assistance. In FY 1975, $205,241 or 71 percent 
of the total 314(d) mental health allocation of 
$287,400 was allocated to local projects. 

Allocate funds so that public health services are 
significantly strengthened in  various political sub- 
divisions of the state (including the funding of other 
public or private non-profit agencies to assure maximum 
participation of local, regional, and metropolitan agen- 
cies). 

A considerable share of the public health portion of 
the state's 314(d) allocation described as expended for 
direct community services i s  utilized to strengthen local 
services provided by state agencies through state em- 
ployees. During FY 1975, state services to local 
communities provided through the state's district offices 
and the state laboratory received $1,002,995 or 61.6 
percent of the state's total 314(d) public health alloca- 
tion of $1,628,500. On the other hand, local public 
health departments received $209,181 or 12.8 percent 
of the state public health allocation. 

Discussions with the deputy director of the Division 
of Health indicated that the division was interested in 
encouraging the development of regional health service 
delivery organizations. These regional organizations 
would parallel the boundaries of the 20 substate 
planning districts of the state and would operate locally 
in lieu of single city or county health departments. The 
deputy director indicated that if the multicounty or 
regional organizations were to become a reality, then the 
existing state-operated district health offices would 
probably cease to exist and supervision of the regional 
organizations would be handled by a state central office. 

Since FY 1968, the Department of Mental Health has 
utilized at least 70 percent of the mental health portion 
of the annual 31 4(d) block grant to develop and sustain 
the delivery of mental health services at the local level. 
Prior to FY 1968, the mental health categorical grant 
was used to support local mental health services. A 
major factor in this policy has been the lack of a state 
grant-in-aid program to local agencies for the operation 
of community mental health programs. In 1969, the 
Missouri General Assembly authorized counties to levy 
up to three mills of property tax to support local mental 
health services. No counties have implemented the 
legislation. However, some cities and counties have 
allocated general revenue sharing funds to support the 
delivery of local mental health services.* 

Define health services to be provided in terms of 
specific objectives. For public health, only those health 
services that are to be provided by local agencies have 
been defined in terms of specific objectives. Such 
services are defined in the project applications submitted 
to the Division of Health. Services being provided by the 
Division of Health's staff are not defined in terms of 
objectives. As such, this requirement is  not being met by 
the state. 

In many cases, the amount of public health funds 
allocated to a local agency is so small, e.g. $1,200, that 
the local project application is  in letter form. As such, 
the request indicates what personnel the funds will be 
supporting but does not include service objectives. 

For local public health projects involving more than a 
minimal amount of funds, project applications sub- 
mitted to the Division of Health contain both qualitative 
and quantitative statements of project objectives and 
projected performance. Discussions with division staff 
did not indicate that these statements were ever used to 
monitor or evaluate project performance or had an 
impact in future allocation decisions. 

*Source: "FY 75 Missouri 314(d) State Plan for Mental Health." 



The mental health 314(d) state plan for FY 1975 
provides an adequate description of broad service objec- 
tives to be achieved with the expenditure of 314(d) 
funds. Local project descriptions provide quantitative 
service objectives by which some form of statistical 
evaluation can be performed; whereas, objectives for 
administrative support services to be provided by De- 
partment of Mental Health staff are qualitative state- 
ments of service delivery goals. 

Provide for the review and modification of the 31 4(d) 
state plan(s) as appropriate on an annual basis by the 
state health agency and state mental health agency. 
Since the Federal government adopted regulations 
allowing a 31 4(d) plan to contain assurances which are 
incorporated by reference from other state legislation 
and regulations, Missouri has utilized a simplified state 
plan format for submission to HEW. 

The Department of Mental Health annually updates 
and reviews a 314(d) state plan. The FY 1975 plan is a 
document that briefly describes the department, pro- 
cedures and standards used to evaluate and fund local 
projects, justification of the state's use of the admin- 
istrative share of the funds, and a compilation of local 
project descriptions approved and funded by the agency. 

Administrative Requirements 

Administrative requirements concerning the 314(d) 
block grant funds are not extensive. They generally seek 
to assure that the state possesses the capacity to 
administer the 314(d) funds and that financial efforts 
are made for the provision of health services by 
non-Federal funding sources. Missouri appears to be in 
accordance with them. The requirements are: 

Provide for the state administration of state super- 
vision of local administration of the funds by the state 
health agency and state mental health agency. The 
Missouri Division of Health exerts strong supervision 
over the  local administration of block grant funds. 
Contractual documents between the state and local 
health units provide several key controls including: 

that tne local health unit shall accept 
responsibility for the discharge of state 
public health programs as assigned to the 
local unit in keeping with the adequacy of 
their personnel and in conformity with the 
procedural manual of the Division of Health; 

that all persons in positions under this 
proposal, shall be employed in accordance 
with the State Merit System Law, the rules 
and regulations of the State Personnel Ad- 
visory Board, and the Federal Standards for 
a Merit System of Personnel Administration; 

that all employees under this proposal are 
to be given technical consultation and ad- 
visory services by the Division of Health; and 

that this agreement is  subject to local, 
state, or Federal audit procedures.* 

The Department of Mental Health's control over local 
use of block grant funds has been implemented in several 
ways. First, i t  has limited projects to $10,000 and one 
year of funding, and second, i t  requires the local agency 
to submit an audit report within 30 days of the project's 
completion or espiration. 

Assure that the block grants will not be used to 
supplant other non-Federal funds. The relatively small 
amount of the block grant in comparison to the total 
health and mental health appropriations of Missouri 
state and local governments makes it impossible to 
determine if 314(d) funds are being used to supplant 
state or local funds. 

Discussions with the deputy director of the Division 
of Health indicated that the 314(d) block grant for 
public health was not supplanting state or local funds. 
To the contrary, the deputy director indicated that the 
relatively static amount of the block grant over the last 
five years has caused a lessening of the impact of the 
funds due to inflation and in fact state funds were being 
used to supplant 314(d) block grant funds. 

Another facet of the lessening impact of the block 
grant, due to i t s  static funding level, is the increase in 
the number of local public health agencies -from 68 in 
FY 1965 to 98 in FY 1975 -which has brought about 
significant increases in the expenditure of local funds 
for public health services. 

A major utilization strategy of the mental health 
portion of the 314(d) block grant has been as "seed" 
money to foster the development of community mental 
health programs at the local level. The funds have not 
been used to supplant either state or local funds since no 

*Text provided by deputy director, Division of Health. 
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state aid program exists to fund local programs and only 
few local governments have appropriated local tax 
dollars to mental health services. Only recently, several 
local governments have allocated portions of their 
general revenue sharing funds for mental health services. 

A major consideration of the Mental Health Author- 
ity Review Council in their evaluation of proposed local 
projects i s  the ability of the project to obtain local 
support for future activities.* 

Require recipient agencies utilizing 314(d) funds to 
participate in the costs of the supported services. The 
use of 314(d) funds to support public health projects at 
the local level i s  governed by contracts between the state 
and the local health unit. These contracts require the 
local unit to participate in the costs of the supported 
services. In FY 1 974, contracts with local units were far 
in excess of $10 million with state and Federal funds 
(partially 314(d) funds) equalling about 20 percent of 
the total amounts. 

State-administered services supported in part with 
314(d) block grants are satisfactorily matched with 
state-appropriated funds. The deputy director of the 
Division of Health administers the block grant and is  
able to demonstrate in each expenditure category the 
amount of 314(d) funds in relation to the amount of 
state, other Federal, or local funds. 

Most of the mental health portion of the 314(d) 
block grant i s  used to support local projects. As stated 
previously, project grants are limited to $1 0,000, a 
requirement that almost assures satisfactory matching 
funds to meet the requirement. Until the beginning of 
FY 1976, the Department of Mental Health did not 
require that local grant recipients share in the costs of 
the services supported. In June 1975, a Federal review of 
the state's 314(d) plan (that was initiated at the request 
of the state) resulted in the state beginning to require 
that local projects assume a share of the costs.** 

Evaluation Requirement 

The evaluation requirement of section 314(d) is  
provided to enable the state to assess the effectiveness of 
block grant supported activities in achieving state ob- 
jectives. 

The requirement for evaluation is: 

Provide methods of evaluating the performance of 

*Source: "FY 1975 Missouri 314(d) State Plan for Mental 
Health." 
**Source: Letters between state and Region V I I  HEW-Public 

Health Service staff dated June 19 and June 27,1975. 

activities carried out with 314(d) funds. Project applica- 
tions submitted for 314(d) funding to the Division of 
Health and the Department of Mental Health are 
required to state objectives and the method(s) of 
evaluation to be employed. 

Interviews with state staff indicated that very few 
projects are evaluated to determine the effectiveness of 
the 314(d) expenditures. These reviews are informal and 
are based upon the direct working relationship of state 
program staff with local agencies. 

Services and activities supported with 314(d) funds 
that are provided by state employees of the Division of 
Health and the Department of Mental Health are not 
being formally evaluated. 

CHANGES ATTRIBUTED TO 
THE BLOCK GRANT PROCESS 

The block grant mechanism has led to very few 
discernible changes in Missouri's delivery of public 
health and mental health services. Both allocation and 
utilization patterns for Federal allocations are basically 
the same under the block grant as they were when 
categorical grants were in effect. 

State-provided services which are financed in part 
with 314(d) funds have experienced little change, and 
methods of providing, measuring, and evaluating services 
have varied little in response to the initiation of the 

block grants. 
Within the Division of Health, most of the health 

problems treated by programs funded with categorical 
moneys have continued to be addressed under opera- 
tional programs. The most significant change that has 
taken place in the shift from categorical funding to 
block grant funding has taken place in the public health 
area. The Division of Health is  using the block grant 
funds for the same services that were funded by the 
categorical grants. However, the block grant has enabled 
the division to increase substantially the amount of 
Federal funds being used to support the Bureau of 
Laboratory Services. For example, in FY 1967,under the 
categorical grant, laboratory services received $31,400 or 
3.4 percent of the total categorical grants. In FY 1975, 
laboratory services received $529,007 or 32.5 percent of 
the public health portion of the state's total 314(d) 
allocation.* 

Other changes attributed to the block grant include 
reduced involvement by Federal health program special- 

*Source: Dollar amounts provided by deputy director, Missouri 
Division of Health. 



ists, and replacement of the annual detailed applications 
by a skeletal plan document. 

State public health and mental health officials ex- 
pressed opinions that the block grant did not affect the 
role of the governor, the general assembly, local agen- 
cies, or interested citizens in the allocation of health 
resources. The officials indicated that the state's bud- 
getary process isthe same now'as it was when the funds 
that are now in the block grant were categorical grants. 
In the state's budget process, the block grant funds are 
grouped with categorical funds and appear in budget 
documents as "Federal funds." The decision on how to 
spend the 314(d) dollars i s  made by administrative 
officials within the state's health and mental health 
agencies. In the Division of Health, programming the 
314(d) funds i s  the responsibility of the deputy director. 
Within the Department of Mental Health, this function is  
vested in the Mental Health Authority Review Council. 

The block grant has had limited impact on the 
stimulation of additional state or local expenditures. 
Interviews with state officials indicated that the stabil- 
ized amounts of 314(d) block grant funds received 
annually since FY 1970 have been seriously affected by 
inflation and that the funds were not "buying" as much 
services in FY 1975 as they were in FY 1970. As such, 
major portions of services supported in FY 1970 wholly 
by 314(d) funds are being supported with a majority of 

state funds. State officials characterized this as state 
funds supplanting Federal funds. 

State officials attribute increased state health expen- 
ditures to other factors including the use of program 
improvement funds for innovative programs; the in- 
creased number of local health agencies; increases in 
other Federal grants; and inflation. Table 8 shows the 
increases in public health expenditures in Missouri 
between FY 1970 and FY 1975. As indicated, total 
public health expenditures increased 59.8 percent from 
$27.8 million to $44.5 million with the most significant 
increase at the state level of $1 2.4 million, an increase of 
103.9 percent. During the same period, local public 
health expenditures increased only 14.5 percent or $1.4 
million while Federal grants to the state increased by 
45.6 percent or $2.9 million. The $1 2.4 million increase 
in Missouri public health expenditures during the period 
was not attributed primarily to the 314(d) block grant. 
The primary factor affecting higher state expenditures 
was inflationary costs. 

The primary use of the public health portion of the 
314(d) block grant has been to supplement state 
expenditures in existing state programs. Not having used 
the 314(d) funds for the development of innovative 
programs at the state or local level considerably reduces 
the capability of the funds to stimulate expenditures of 
new funds. State health officials indicated that 314(d) 

Table 8 

Public Health Expenditures, 
State of Missouri, 

Fiscal Year 1970 and Fiscal Year 1975" 

Funding Source 

State 
Local 
Private 
Federal 

Total 

Percent 
Increase 

*Source: Deputy director, Missouri Division of Health. 
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funds have not been used for innovative purposes simply 
because the "buying power" of the 314(d) grant has 
been reduced considerably by inflation and the state, 
also suffering with inflation, has had to emphasize the 
delivery of basic health services in lieu of innovations.* 

In mental health, the portion used to fund local 
projects has had some effect on increasing local expendi- 
tures. This i s  due to the lack of a state aid program to 
local agencies for mental health services. Use of the 
funds by the state as "seed" money to foster the 
development of locally operated community mental 
health programs has resulted in increased expenditures by 
local governments. 

Even though the state has granted the funds to local 
agencies without a matching requirement, thus giving the 
appearance of not encouraging increased local expendi- 
tures, the state has limited the funding of local projects 
to one year and evaluates i t s  funding decision on the 
basis of the project being able to obtain other support 
for the second year of operation. Several projects funded 
initially with 314(d) funds have been funded for the 
second year by local governments using part of their 
general revenue sharing funds. 

Beginning in FY 1976, the Department of Mental 
Health plans to require a match by local projects 
supported with 314(d) funds. Department officials did 
not believe that this action would stimulate additional 
expenditures at the local level. The action was being 
taken to meet the Federal requirements for a matching 
share. I t  was precipitated by a Federal review of the FY 
1975 mental health 314(d) state plan that was requested 
by-the department. 

The block grant has had little effect in Missouri on 
the use of public health or mental health Federal 
categorical grants. 

Public health officials indicated that the static level of 
314(d) funding has resulted in "the funds not buying as 
much services" in FY 1975 in relation to FY 1970, due 
to inflation of costs. In turn, other Federal funds, which 
increased by $2.9 mill ion dollars between FY 1970 and 
FY 1975, have been used to pay for services previously 
supported with 314(d) funds. 

In mental health, 314(d) funds have not altered or 
replaced Federal categorical funds. 

The flexible nature of the 314(d) block grant has 
received only limited demonstration in Missouri. As 
stated previously, there was little change in the purposes 
for which the state expended the categorical grants prior 
to FY 1968 and the blockgrant since FY 1968.The most 
significant example is  the funding of the Division of 

*Source: Deputy director, Missouri Division of Health. 
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Health's Bureau of Laboratory Services. In FY 1967, 
that bureau received approximately $31,000 from the 
categorical grants. The flexibility of the block grant 
enables the division to allocate over $500,000 in FY 
1975 to the bureau. It is  not likely that this level of 
expenditure could have been obtained under the ri- 
gorousl y mon itored categorical grants. 

State public health and mental health officials in 
Missouri, when asked to cite the major differences 
between block grants and categorical grants, mention 
"increased flexibility" as the major difference. For the 
most part, this flexibility is  defined not as much from 
the perspective of how, or for what, the money is  
programmed and budgeted but from the perspective of 
monitoring, evaluation, and accounting controls. In 
Missouri, the 314(d) block grant funds are being used for 
the same purposes and many of the same programs as 
the categorical grants were used. 

However, state officials are very aware that they are 
not being monitored, evaluated, or, in most cases, 
audited on their use of the 314(d) block grant. It i s  the 
lack of Federal controls that results in state officials 
describing the 314(d) funds as "flexible" and easy to 
administer. 

SUMMARY AND CONCLUSIONS 

It is  accepted that one of the objectives of the 
Partnership for Health Act was the development of a 
planning system at the state and regional levels that 
would, with the assistance of health service consumers 
and providers, increase the effective utilization of 
resources to meet health needs. 

In Missouri, neither the "flexible" 314(d) block grant 
nor the creation of a state 314(a) agency and areawide 
314(b) agencies has fostered a systemwide approach to 
the planning, coordination, administration, delivery, and 
evaluation of public health and mental health services in 
Missouri. 

Related to public health services, there i s  little 
coordination between the activities and planning efforts 
of the state's Office of Comprehensive Health Planning 
(the 314(a) agency) and the Division of Health's 
allocation of i t s  portion of the 314(d) block grant. Local 
projects funded through the state's public health portion 
of the 314(d) block grant funds are not reviewed by the 
314(b) areawide comprehensive health planning agencies 
in the state. 

Since 1964, the state's mental health agency has used 
the mental health categorical grant and i t s  share of the 
state's 314(d) block grant to foster the development of 
community mental health programs and services. The 



314(a) agency has actively participated in the review and 
evaluation of proposed projects. This participation has 
assured coordination between the state's comprehensive 
health planning effort and the Department of Mental 
Health. 

Comparison of the state's expenditure pattern in FY 
1967, under the public health and mental health 
categorical programs, with the FY 1968,1970, and 1975 
expenditure patterns under the block grant program 
indicates that implementation of the 314(d) block grant 
program had only a minor effect on the use and 
allocation of Federal health funds. Most of the programs 
and types of activities that were funded in FY 1967 are 
s t i l l  being funded in FY 1975. 

Administrative allocation and legislative approval of 
the utilization of the funds is  the same under the block 
grant program as it was under the categorical grants. 
Budget documents submitted to the legislature group all 
funds, categorical and block grants, as one revenue 
source described as "Federal funds." When legislators 
take action to appropriate funds, they have no idea that 
the funds they are appropriating are 314(d) funds. 

To date, Missouri has met in part the requirements 
established for the 314(d) block grant mechanism. The 
requirement that 70 percent of the allocation be 
expended in local communities is  being satisfied fully by 
the Department of Mental Health. The Division of 
Health regards the 70 percent pass-through requirement 
as including the provision of services in the community 
by state employees and officers of the division as well as 
expenditures in local communities by local staff in order 
to increase the service delivery capacity at the local level. 

Accounting and documentation procedures in both 
agencies are such that 314(d) state allocations and 
expenditures can be traced to the activity and item level. 

Previous plan submissions by the state to HEW had 
contained the statement that local mental health pro- 
jects were funded 100 percent without a matching 
requirement. The Federal official who reviewed the plan 
and suggested that the state begin using the match in 
order to meet Federal 314(d) administrative regulations 

apologized to the state for his department's oversight of 
the state's previous plan submissions' statements con- 
cerning 100 percent funding. The Federal official cited 
the "casual" review of state plans since the implemen- 
tation of the "simplified" document requirement as the 
reason why the state had not been informed earlier of 
the matching requirement. 

This is an example of the diminution of the Federal 
role in monitoring state programs and expenditures 
which existed under prior Federal categorical grants. 
Federal officials are not now in a position to either 
impose any Federal priorities nor to assess to any great 
degree individual state capacity to administer a block 
grant program. 

"Flexibility" is often cited as one of the positive 
characteristics of the 314(d) block grant. As stated 
before, analysis of the state's utilization of the block 
grant funds in comparison to the prior categorical grants 
indicates that the state i s  expending the funds under the 
block grant for the same types of programs that were 
funded by the categoricals. This led to the conclusion 
that the "flexibility" perception of state officials results 
from the lack of Federal monitoring, auditing, and 
evaluation under the block grant rather than the flexible 
programming allowed by the block grant. 

Neither the public health agency nor the mental 
health agency is  evaluating the effectiveness of their use 
or local agencies' use of 314(d) funds although each 
agency reviews performanw and audits each project. 

Only the mental health agency actively involves the 
state comprehensive health planning, 314(a) agency and 
the areawide comprehensive, 314(b) health planning 
agencies in the programming and budgeting of 314(d) 
funds. 

Non-Federal funds are not being supplanted by the 
public health and mental health agencies in Missouri. 

In conclusion, Missouri, of the six states studied in 
this series of cases, possessed the most detailed account- 
ing and descriptive material on the state's expenditure of 
314(d) funds. 





Oregon 
Allocation and utilization of 314(d) funds in Oregon 

involve two separate approaches by state public health 
and mental health authorities. This study is an examina- 
tion of the two approaches and their implementation in 
FY 1968 when block grant funds were first received; in 
FY 1970 when the tuberculosis categorical grant was 
added to the block grant; and in FY 1974 and 1975, 
which reflect current state actions for the respective 
provisions of public and mental health services. 

Allocation and administration of 314(d) funds in the 
State of Oregon involve the following entities: 

Budget Division, Executive Department; 
Ways and Means Committee, state legis- 
lature; 
Health Division, Department of Human 
Resources; and 
Mental Health Division, Department of 
Human Resources. 

The Health Division and Mental Health Division are 
units within the Department of Human Resources. They 
operate independently of one another. Similarities of 
operation are that division officials charged with budget 
responsibilities work with the Budget Division of the 
Executive Department and the legislature's Ways and 
Means Committee. 

The Health Division i s  guided by the Health Com- 
mission which is by statute the policymaker and long- 
range planning agency for provision of public health 
services in Oregon. The commission serves in the 
following roles: advisor to the legislature on health 
related matters; as the state  ill-~urton agency; and as 
the reviewer of certificates of need for health services 
facilities: The commission is comprised of 13 members 
who, by law, are appointed by the governor and approved 
by the state senate. A majority of the commissioners 
must be consumers. 

In addition, the commission is the advisory body for 
the 314(a) agency which i s  located within the Health 
Division. 

Most priority setting and other policy determinations 
concerning both the expenditure of 314(d) and other 
Federal and state funds for public health services are 
made through the budget process by staff within the 
Health Division in coordination with the chiefs of i t s  six 
offices. Neither the Health Commission nor the 314(a) 
agency play a strong role in these activities. 

The legislature through the Joint Ways and Means 
Committee also plays an active role in allocating block 
grant expenditures. The committee reviews the state's 
health and mental health budgets and confers exten- 
sively with the division's administrators and office 
chiefs to coordinate assessments of health and mental 
health priorities and to allocate funds. Tables 7, 2, and3 
present the organizational relationship of key agencies 
involved in the administration of block grant funds for 
the provision of public and mental health services in 
Oregon. 

Health Division regional offices are located in Rose- 
burg, Bend, and Pendleton. These offices are staffed 
with engineers and sanitarians and are responsible for 
performing certification and inspection of facilities 
throughout the state. 

County health departments are under the indirect 
administrative control of the Health Division in that 
they are required to comply with division guidelines for 
budget and program plan preparation in order to qualify 
for receipt of certain Federal categorical grants admin- 
istered at the state level. The state is divided into 14 
districts for planning, but these planning agencies do not 
deliver public health services. 

The Oregon Mental Health Division of the Depart- 
ment of Human Resources i s  organized with a central 
administrative and program staff located in Salem and 
program staff in three other locations in the state. The 



agency's administrative offices provide central super- 
vision and administer programs including: 

mental or emotional distrubances (MED), 
mental retardation-developmental dis- 
abilities (MRDD), and 
alcohol and drug problems (AD). 

Regional offices in Salem, Wilsonville (near Portland), 
and Pendleton also have program components for MED, 
MRDD, and AD. 

Allocation and use of the 314(d) mental health block 
grant are centered within the MED program office in 
Salem which administers the state's Mental Health 
Grant-in-Aid Program that funds mental health programs 
at the local level. Thirty-four community mental health 
programs (CMHPs) are in operation throughout the 
state's 36 counties. In 32 instances, the CMHPs are 
operated by single county, public health agencies, and in 
two cases multicounty, private, non-profit corporations 
serve as the MCHP. In FY 1975, approximately 71 
percent of the state's 314(d) mental health funds were 
included in the state's Mental Health Grant-in-Aid 
Program to local communities. 

Federal allocations for public health are included in 
the Health Division's bi-annual budget. The budget i s  
comprised of 314(d) funds, other Federal categorical 
moneys, and state expenditures for public health. The 
budget is prepared by the administrator of the division 
with aid from the Office of Administrative Services. 

The administrator then confers with the Budget 
Division of the Executive Department and a total budget 
request for 24 months is presented to the Joint Ways 
and Means Committee of the state legislature (the 
legislature convenes every other year). 

Block grants are used in a variety of ways to provide 
public health services in Oregon. The Health Division 
allocates the funds to its Office of Community Health 
Affairs, the Office of Preventive Medical Services, and 
the Office of Administrative Services which provide 
public health services through their operational programs 
on both state and community levels. 

State services are provided on the local level in two 
ways. First, the offices of the Health Division conduct 
and administer operational programs consisting of 
administrative or direct services provided for county 
health departments. Second, a sum - generally 10-12 
percent of the 314(d) funds - is  allocated to specific 
projects coordinated by the public and/or private non- 
profit agencies, usually the metropolitan county health 
departments. 

These are the usual ways that public health services 

are provided in Oregon and the block grant mechanism 
has not significantly altered the Health Division's 
approach to utilization and administration of state and 
Federal funds. 

In addition, if block grant funds are not totally 
expended, they are allocated to local health departments 

pursuant to a formula based solely upon population. 
These allocations will be discussed in greater detail in a 
later portion of this study. 

The state's policy on the use of 314(d) block grant 
funds for mental health services had not changed since 
FY 1968, the first year the state received and pro- 
grammed the block grant. In fact, current state policy on 
the use of the mental health funds pre-dates the 
initiation of the block grant. Since FY 1963, the state has 
used significant portions of either the mental health 
categorical grant funds or the mental health portion of 
the 314(d) block grant funds to develop and support an 
expanded community mental health effort at the local 
level. 

Over the years, the Oregon legislature has played an 
active role in the development of the state's mental 
health program. 

While 314(d) block grant funds have been used to 
support state and local mental health purposes arfd 
projects, the role of the 314(d) funds has not been a 
significant factor in the  development of the state's 
mental health program. Mental Health Division officials 
indicated that 314(d) funds are identifiable, as are other 
Federal funds, in the division's budget requests. 

Legislative actions occur with direct knowledge and 
cognizance that particular state activities and programs 
are being funded from a particular source, or mix, of 
funds. However, the budget does not specify the 
suballocations that are made by division staff, particu- 
larly those suballocations that are made to local mental 
health clinics through the state's Mental Health Grant- 
in-Aid Program. However, once the Mental Health 
Division's budget i s  approved, the division maintains a 
monthly record of expenditures, remaining allocations, 
and the amounts allocated to the local mental health 
clinics. 

Thus, the identification and monitoring of .how 
314(d) funds are being used is  possible during the 
budgeting process as well as during their administration. 

BLOCK GRANT ALLOCATION 
AND USE 

In Oregon, 85 percent of the annual 314(d) block 
grant is  used for public health purposes and 15 percent 
for mental health purposes. Approximately 90 percent 
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'Table provided by Oregon State's Mental Health Division. 
**The Executive Council is composed of the division's seven (7) assistant administrators. The council meets 

weekly and advises the division's administrator on policy matters. 



of the public health portion of the block grant is used in 
support of Health Division operational programs which 
provide services to county health departments. The 
Mental Health Division, on the other hand, allocates at 
least 70 percent of i t s  15 percent share of the block 
grant to the state's Mental Health Grant-in-Aid Program 
which funds the operation of mental health clinics at the 
local level. 

Meeting the state's share of the formula for either 
public health or mental health has not presented a 
problem for the State of Oregon. Like other states, the 
314(d) block grant represents a very small amount of the 
funds (less than 3%) expended by the State of Oregon 
and its local -governments for the provision of health 
services. 

This section discusses Oregon's administration of 
314(d) funds in two phases: (1) Federal to state 
allocation, and (2) state and local relationships for 
allocating and utilizing 31 4(d) block grant funds. 

Federal to State Allocation 

In FY 1968, Oregon received $537,600 for public 
health and $94,900 for mental health services. The total 
funding for the first year of the 314(d) block grant was 
$632,500.* 

In the year before 314(d), Oregon was the recipient 

*Information provided by the Office of Administrative Services, 
Oregon State Health Division. 

of $584,200 under the nine Federal categorical health 
grants. * 

With the receipt of block grant funds, Oregon 
experienced an increase of $48,300 or 8.2 percent in 
Federal funding for public and mental health programs 
in FY 1968. Between FY 1968 and FY 1970 the annual 
allocation to Oregon increased by $381,400. This 
increase resulted from the inclusion of the tuberculosis 
categorical grant in the 314(d) national allocation. Since 
then, block grant allocations have remained at approxi- 
mately $1 million. Table 4 presents the total annual 
314(d) allocations to Oregon since the block grant 
program started. 

While the total 314(d) block grant has maintained an 
annual level of about $1 million, it has not affected the 
increasing amounts appropriated by the state for public 
health and mental health services. 

The Office of Health Planning, the 314(a) agency in 
Oregon, has played virtually no role in the allocation of 
the 31 4(d) block grant. The 31 4(a) agency as part of its 
health planning requirements under P.L. 89-749 has 
developed broadly stated policy and priority guidelines 
related to the planning and delivery of public health 
services in the state. Actual priorities and decisions for 
the expenditure of 314(d) funds have been made within 
the Health and Mental Health Divisions without ad- 
herence to the 31 4(a) agency's guidelines. Admin- 
istrators within the divisions stated that the 314(a) 
policy and priority guidelines were so broadly defined 
that almost any 314(d) expenditure item could satisfy 

Table 4 

The 314(d) Block Grant Allocation 
to Oregon for Fiscal 

Years 1968 through 1975* 

Public Health Mental Health Total 

*Table provided by Office of Administrative Services, Oregon State Health Division. 



any one of a number of the 314(a) agency's priority 
categories. 

While the state's health and mental health agencies 
are divisions of the Oregon Department of Human 
Resources, Oregon's budget process is  carried out di- 
rectly between the divisions and the Joint Ways and 
Means Committee of the legislature. No other staff 
within the department has a direct role in the budgeting 
and allocation of funds administered by the Health and 
Mental Health Divisions, including the annual 314(d) 
block grant. 

The legislature, through its Joint Ways and Means 
Committee, has final authority for the allocation of 
314(d) block grant funds. The committee finalizes i t s  
decision after conferring with personnel from the Health 
and Mental Health Divisions and passes i t s  recommen- 
dations along to the legislature. The administrator of the 
Health Division i s  the principal spokesman of that 
authority, but in the course of budget hearings, office 
chiefs also present requests based upon priorities estab- 
lished for each operational program. It is  these priorities, 
developed by each division, which the legislature deals 
with in allocating 31 4(d) funds. 

Of the six case studies, Oregon's legislative body is 
the only governing body that receives, as a standard 
procedure, detailed proposed allocations and sub- 
allocations for the expenditure of 314(d) funds. Because 
it receives the proposal in a detailed format and, 
therefore, has the opportunity to affect specific pro- 
grams and activities, i t  i s  considered that the Joint Ways 
and Means Committee plays an active role in the 
allocation and use of 314(d) block grant funds. 

In the other five states, the legislatures do not receive 
the level of detail on allocations that the Oregon 
legislature receives. As such, those legislative bodies have 
been characterized as playing a passive role in the 
allocation of 314(d) funds. 

State Provision of Public Health Services 

The Health and Mental Health Divisions of the 
Oregon Department of Human Resources have separate 

.responsibilities for the administration and utilization of 
block grant funds. The two divisions are operationally 
independent, and accordingly they will be discussed 
separately. Analysis is presented for public health 
services in terms of FY 1966 and FY 1967 under the 
categorical grant systems, of FY 1968 when the block 
grant funds became available, and FY 1974, the latest 
year of fully documented expenditures. Also included is 
a brief discussion of the increased allocation to the state 
that occurred in FY 1970 when the tuberculosis 

categorical grant program was included in the 314(d) 
block grant. For mental health services, analysis is 
presented in terms of FY 1967, FY 1968, FY 1972, and 
FY 1975. 

The Health Division has generally allocated 314(d) 
funds in two ways. The bulk of the moneys have been 
directed to three offices within the division - Adminis- 
trative Services, Community Health Services, and Pre- 
ventive Medical Services. These offices carry out public 
health activities on the state and community levels, both 
through operational programs and internal ad- 
ministrative services. A second mode of allocation is 
undertaken through the Office of Community Health 
Services. Generally 10-1 2 percent of the block grant i s  
passed to county health departments andlor private 
nonprofit agencies to serve as financial support for 
specific projects. Generally, six projects per year are 
funded in whole or in part by 314(d) funds. 

A third method of allocation has infrequently been 
used by the Health Division. I f  any of the 314(d) block 
grants are unexpended at the end of a fiscal year, they 
are allocated to local health departments on a formula 
basis. The funds are used by local units as a supplement 
to their own budgets. 

The formula i s  based strictly on the population 
within the jurisdiction of each health department. The 
formula was devised by the chief of the Office of 
Administrative Services and selected local health officials 
communicating on an informal basis. Additionally, 
eligibility of receipt of such allocations is predicated 
upon compliance with certain requirements set by the 
Conference of Local Health Officers and administered 
by the Health Division. The conference i s  a con- 
federation of representatives from county health depart- 
ments which seeks to establish community health needs 
and communicate them to state public health officials. 

These requirements, which set minimum staffing, 
personnel, and budgeting (with a management by objec- 
tive process), are more fully discussed in the planning, 
administrative, and evaluative section of this study. 

The block grant moneys have been allocated to local 
health departments on a formula basis. There is  no 
documentation of these allocations, but estimates (by 
the Office of Administrative Services) are that they 
occur approximately every third year. Sums disbursed 
using the formula have been minimal, with $25,000 
being the  maximum amount ever so allocated. 

The staff responsibility for allocating the mental 
health portion of the 314(d) block grant lies with the 
assistant administrator of the Mental and Emotional 
Disturbances Program Office (MED) of the Division of 
Mental Health (DMH) and the assistant administrator of 



administrative services of the division. This staff alloca- 
tion which takes place as a part of the division's budget 
preparation i s  subject to review by the administrator of 
the division prior to submission to the Budget Division 
of the Executive Department and, consequently, to the 
Joint Ways and Means Committee of the Oregon 
Legislature for review, change, and/or approval. Through- 
out the divisional staff, executive, and legislative allo- 
cation process, the 314(d) funds are identifiable. 
Division staff stated that their principal concern once 
the proposed allocation left the division was to make 
sure that 70 percent of the 314(d) funds remained in 
expenditure categories or allocations related to the 
provision of direct services at the local level. 

In FY 1963, Oregon initiated the state Mental Health 
Grant-in-Aid Program to foster development and support 
of the provision of a broad range of mental health 
services at the local level. From FY 1963 to FY 1967, a 
majority amount of the funds that the state received 
under the mental health categorical grant and the mental 
health portion of the 314(d) block grant was allocated 
legislatively to the state Mental Health Grant-in-Aid 
Program. Since FY 1968, over 70 percent of the 314(d) 
mental health allocation has been expended at the local 
level by locally operated public and private, non-profit 
agencies. Prior to FY 1963, a majority amount of the 
mental health categorical grant was allocated to the 
mental health agency for suballocation to child gui- 
dance clinics at the local level. 

Mental Health Division staff indicated that the Joint 
Ways and Means Committee of the Oregon legislature 
plays a strong role in the 314(d) allocation process. For 
example, in the division's FY 1974 budget, the legisla- 
ture, in order to meet increasing costs for the operation 
of local mental health clinics due to inflation, shifted 
funds from special demonstraton projects to the state's 
Mental Health Grant-in-Aid Program. 

The suballocation of 314(d) mental health funds to 
local agencies for the provision of services or the 
conduct of special demonstration projects i s  the respon- 
sibility of the staff of the Mental and Emotional 
Disturbances Program Office and fiscal staff of the 
Administrative Services Section of the Mental Health 
Division. 

Public Health Utilization of 314(d) Funds 

The availability of 314(d) funds in FY 1968 did not 
result in significant changes in the Health Division's 
utilization of Federal funds. Operational programs and 
the staff implementing them were continued as the 
transition was made from categorical to block grants. 

The programming of the 314(d) block grant has re- 
mained basically the same to date. 

Even though an additional $194,100 was added to 
Oregon's public health portion of the 314(d) block grant 
in FY 1970 as a result of the tuberculosis categorical 
grant being added to the national allocation, the state's 
expenditure pattern was not affected. The state utlized 
the additional funds to support tuberculosis projects. 

Tables 5, 6, and 7 present the allocation of prior 
categorical grants in 1966 and 1967 and utilization of 
the block grant in 1968 and 1974, respectively. 

Activities which were funded by prior categorical 
grants were continued under the block grant within the 
operational programs of the Health Division carried out 
by three of the offices of that agency - Community 
Health Services, Administrative Services, and Preventive 
Medical Services. Documentation of 314(d) expenditures 
has not been maintained in such a manner that direct 
relationships between programs funded by categorical 
grants and those funded by block grants can be 
ascertained. However, discussions with Health Division 
personnel and analysis of 314(d) expenditures for the 
years 1968 through 1974 indicate the disposition of 
funds supported by following prior categorical grants: 

Chronic illness and the aged, cancer con- 
trol, and heart disease control have been 
addressed within the chronic disease 
element of Preventive Medical Services. 
Dental services are now provided pri- 
marily on a project-by-project basis, 
funded primarily by the state's alloca- 
tions to local health agencies. 
Radiological health services were never 
heavily utilized and are not actually 
identifiable in current usage patterns of 
314(d) funds. 
Mental health services have been absorbed 
by the 15 percent allocation of 314(d) 
funds to authorities in that field. 
Tuberculosis control i s  readily identi- 
fiable as an element in the Preventive 
Medical Services program. 
Home health services were not extensively 
utilized but are now identifiable in occa- 
sional project grants or in the public 
health nursing portion of community 
health services. 
General health services have been pro- 
vided by the Office of Community Health 
Services in almost all of i t s  programs and 



Cancer Control 

Allocation 
Expenditures 

Table 5 

Federal Categorical Grants 
Oregon - Fiscal Year 1966 and Fiscal Year 1967* 

Reversion 20,051.01 

Chronic Illness and Aging 

Allocation 
Expenditures 

Reversion 

Dental Services 

Allocation 
Expenditures 

Reversion 

General Health Services 

Allocation 
Expenditures 

Reversion 

Heart Disease Control 

Allocation 
Expenditures 

Reversion 

Home Health Services 

Allocation 
Expenditures 

Reversion 29,569.84 

Radiological Health Services 

Allocation 
Expenditures 

Reversion (.05) 

Tuberculosis Control 

Allocation 
Expenditures 

Reversion 170.43 

"Table provided by the Office of Administrative Services, Oregon State Health Division. 



by Preventive Medical Services, particu- grant in FY 1974 in local health departments employing 
larly in its laboratory activities. several additional full-time personnel and part-time 

services of dentists and other professional and support- 
Although the Health Division does not specifically ing personnel. All are paid with block grant funds.* 

document staff salaries in terms of personnel funded by 
the 314(d) block grant, it is estimated that 40 persons *Letter from the deputy administrator of the Oregon State 
are budgeted from 314(d) funds in the division. Further- Health Division to Senator Mark 0. Hatfield. dated Marchl8, 
more, six projects were partially funded by the block 1975. 

Table 6 

Expenditure of 314(d) Federal Funds 
for Provision of Public Health 

Services in Oregon for Fiscal Year 1968" 

Category Amount 

Administration 

Business Management 
Personnel 
Planning and Special Services 

Local Health Services Division 

Office of the Director 
Training 
Formula Grants to Counties 
Project Grants to Counties (General) 
Public Health Nursing 

Preventive Medical Services Division 

.Office of the Director. 
Chronic Diseases 
Project Grants to Counties (Chronic Disease) 
Dental Health 
Project Grants to Counties (Dental Health 1 
Occupational Health 
Farm Labor Health 
Public Health Laboratory 
Radiological Health 
Tuberculosis 

Total 

Total 

$ 9,410.88 
124,713.12 
25,200.00 
5,800.39 
2-61 8.20 

40,220.10 
1 1,938.07 
78,723.3 1 
36,961.62 
31,264.20 

Total 

*Table provided by the Office of Administrative Services, Oregon State Health Division. 



Table 7 

Summary of the Use of 314(d) Funds 
in Fiscal Year 1974 by the Oregon State Health Division* 

Programs 

A. Office of Community Health Services 

1. Director's Office 
2. Local Health Officer's Conference 
3. Grants to Local Areas 
4. Emergency Health Services 
5. Health Education General 
6. Health Education-Film Library 
7. Health Education-Reference Library 
8. Training 
9. Public Health Nursing 

B. Office of Administrative Services 

1. Director's Office 
2. Fiscal Services 
3. General Services 
4. Health Planning 

C. Office of Preventive Medical Services 

1. M.C.H.-Grants to Local Areas 
2. M.C.H.-Hearing and 

Vision Conservation 
3. M.C.H.-School Health 
4. Laboratory-Administrative 
5. Laboratory-General Bacteriology 
6. Laboratory-Serology 
7. Laboratory-Streptococcus 
8. Laboratory-Virology 
9. Laboratory-Water Bacteriology 
10. Tuberculosis 
1 1. Chronic Disease 
12. Venereal Disease Control 

Level of Service 

State Community Total 

$ 78,938 
281 

87,113 
41,108 
8,299 
7,220 
6,782 
29,180 
41,350 

23,122 
7,586 
26,290 
41,351 

46,000 

94,622 
7,089 
55,066 
16,123 
9,861 
31.91 7 
2,014 
22,780 

1 18,869 
72,607 
11,319 

*Table contained in "Report on Programs Supported With Section 314(d) Grant, Fiscal Year 1974," Oregon State Health Division. 

For purposes o f  discussion, the FY 1974 operational 
program o f  the Health Division can be divided into three 
broad categories corresponding to the three offices - 
Administrative Services, Preventive Medical Services, and 
Community Health Services - with responsibility for 
their administration. There is one exception in that 
314(d) funds allocated to the director's Office of 
Community Health Services, which provides administra- 
tive services, are discussed with the programs o f  the 
Office o f  Administrative Services. The programs are 
discussed below both in terms o f  public health problems 
addressed; amounts of 314(d) funds used in support o f  

services provided; and percentage of 314(d) funds 
allocated to  provide public health services. 

Administrative Services 

1. Director's Office and Fiscal Services. This 
program provides administrative and support 
services t o  assist program managers in the 
division. A researcher and lead secretary in the 
office are paid with 314(d) funds. Support 
services include the preparation o f  plans and 
reports for division programs with the goal of  



optimizing available resources in order to 
effectively achieve program objectives. 

Allocations to specific programs are made on 
the basis of budgeting through a mangement- 
byabjective procedure. Each program officer is  
required to submit to the Office of Admin- 
istrative Services a request which describes five 
i tems: 

1. The problem i s  defined in 
quantitative terms which the 
program i s  designed to 
alleviate. 

2. The objective of the program 
must be presented showing 
consistency with the health 
need (as described in #I 
above). The objective must be 
significantly attainable, both 
in light of scope and expected 
available resources, and 
measurable. 

3. A method must be described 
indicating quantifiable acti- 
vities to be carried out to 
alleviate the problem. 

4. An evaluation by measures or 
comparisons to indicate 
achievement of stated ob- 
jectives must be presented. 

5. Accomplishment of results 
actually achieved during the 
preceding year must be de- 
scribed as well as those an- 
ticipated for the next year. 

Allocations to specific operational pro- 
grams are then made based on this 
procedure of defining problems, objec- 
tives, methods, and evaluations. 
Level of Support: $30,708 
Percent of  Total 374(d) Allocation: 3.1 % 

2. General Services. Block grant funds are 
utilized to support General Services 
which provide mail services for the Health 
Division. This category also includes pick 
up and delivery for all laboratory spe- 
cimens to the post office. Four of the five 
persons who provide mail services are 
supported from 31 4(d) funds. 

Level of  Support: $26,290 
Percent of Total 374(d) Allocation: 2.9% 

3. Director, Community Health Services. 
31 4(d) funds are also allocated to the 
director of the Office of Community 
Health Services for the salaries of a 
program executive, his assistant, and a 
clerk. The responsibilities of the office 
are to help local health departments 
develop new health programs and assist in 
developing grant proposals and requests 
for aid from state and other Federal 
funding sources. 

In addition, the Office of Community 
Health Services reviews the overall pro- 
gram plans of local health departments 
and has authority over grant approvals to 
local health departments for programs 
using other Federal funds such as the 
Federal food supplement for Women, 
Infants, and Children (WIC). 

Besides the program plan, a pre- 
requisite to receipt of such grants, local 
health departments are required to 
submit a POME for projected programs. 
The Office of Community Health Affairs 

lends technical assistance in developing 
POMES and has ultimate responsibility 
for approving them. 
Level o f  Support: $78,938 
Percent of Total 374(d) Allocation: 8.8% 

4. Health Planning. The program executive 
of the 314(a) agency is  paid with 314(d) 
funds under the category of Health Plan- 
ning. 
Level of Support: $41,351 
Percent of  Total 374(d) Allocation: 4.6% 

These activities comprise almost 20 percent of the 
314(d) funds allocated to the provision of public health 
services in FY 1974. They are essentially a continuation 
of programs utilized before the Partnership for Health 
Act was enacted. Many of the staff providing these 
services were funded under the  prior categorical, General 
Health Services. 

Preventive Medical Services 

1. Child Health Services. Maternal and Child 
Health Services are provided utilizing 



both 314(d) funds and MCH categorical 
moneys. Grants of 314(d) funds are pro- 
vided to local areas to support multiphase 
screening programs throughout the state. 
These programs are administered jointly 
by Health Division officials and local 
health departments. 
Level of Support: $147,711 
Percentage of 3 74(d) Allocation: 1 6.5% 

2. Laboratory Services. The Health Di- 
vision's laboratory services are in large 
part funded through the 314(d) block 
grant. Fourteen of 50 persons employed 
in the laboratory are funded from 31 4(d). 
The laboratory i s  a primary provider for 
venereal and communicable disease con- 
trol in that tests for the analysis of 
samples for local health departments are 
provided in the following areas: contami- 
nation of drinking water; streptococcal 
throat infections; rubella, serology, and 
general bacteriology. 
Level of Support: $137,761 
Percentage of 374(d) Allocation: 1 5.4% 

3. Tuberculosis Control; 314(d) funds are 
used to conduct screenings and clinics in 
local areas throughout the state. The 
physician in charge of tuberculosis con- 
trol, a program executive, and a secretary 
are all paid with block grant funds. The 
program supports the purchase of tuber- 
culosis treatment drugs, their disburse- 
ment throughout the state, and doctors 
retained for a fee to provide services in 
remote areas. 
Level of Support: $1 1 8,869 
Percentage of 314(d) Allocation: 1 3.3% 

4. Chronic Disease Control. Screenings are 
conducted throughout Oregon in areas of 
diabetes, hypertension, cervical cancer, 
and glaucoma. In addition, consultation is 
provided to local health departments by a 

public health nurse consultant, occupa- 
tional therapy consultant, and a health 
education expert in chronic disease pro- 
grams. These staff members are all funded 
by 314(d). 
Level of Support: $72,607 
Percentage of 374(d) Allocation: 8.1 % 

Community Health Sew ices 

1. Public Health Nursing. Two of the six 
public health nursing consultants and one 
secretary are paid by 314(d) funds. SU- 
pervision and consul tation i s  provided to 
local health departments in basic areas of 
public health, I n  addition, 300 home 
health aides in Oregon receive their train- 
ing through the state nursing staff. 
Level of Support: $41,350 
Percentage of 374(d) Allocation: 4.2% 

2. Training in Public Health Education, 
Emergency Medical Services, and Health 
Education. Training programs are pro- 
vided to local health departments as are 
health education literature and films. 
Specific courses include pediatric practi- 
tioner training and family planning train- 
ing which permit public health nurses to 
work with indirect medical supervision. 
Additionally, programs are established to 
train emergency medical technicians 
throughout Oregon. 
Level of Support: $92,589 
Percentage of 374(d) Allocation: 1 0.3% 

3. Local Grants - Special Projects. The 
Oregon State Health Division annually 
provides for the allocation of 314(d) 
funds to local areas usually for partial 
funding support of special projects. Pro- 
jects are generally funded for a three to 
four-year duration with increasing in- 
crements of local financial support. Multi- 
year projects are preferred in that they 
allow for establishment o f  ongoing pro- 
grams and ensure local participation in 
the costs of the program. 

Prospective recipients are required to 
file applications using the POME pro- 
cedure. A screening committee comprised 
of Health Division staff and local health 
officials reviews grant requests and 
approves them utilizing the submitted 
POME. The administrator of the Health 
Division has final responsibility for pro- 
ject approval or disapproval, but he gen- 
erally accepts the recommendations of 
the screening committee. 



In FY 1974, six projects were funded 
as indicated in Table 8. 

All projects were continuations from 
the previous fiscal year. With the ex- 
ception of allocations for dental care, the 
activities supported by the block grant 
were undertaken in the two most pop- 
ulous counties of the state, Multnomah, 
and Lane, respectively. 
Total Level of Support: $87,113 
Percentage of 376(d) Allocation: 9.8% 

The block grant mechanism has not effected. a 
significant change in patterns of health services delivery. 
Funds available under the prior categoricals have been 
utilized in much the same manner as 314(d) moneys. 
Some categoricals - notably heart disease and cancer 
control which are now in the Health Division's chronic 
disease program - have been folded into existing 
operational programs. General Health Services money 
has continued to be used for administrative and training 
purposes. These actions reflect the view that the block 
grant i s  better used as "seed money" to supplement 

Table 8 

Summary of Projects Funded 
in Fiscal Year 1974 with the 314(d).Block Grant 

Program and Local Agency Total Cost 

Dental Care 
Washington County . . . . . . . . 33,986.43 
Polk County . . . . . . . . . . . . . 24,866.16 

Water Quality 
Lane County . . . . . . . . . . . . . 35,205.44 

Accident Prevention 
Lanecounty . . . . . . . . . . . . . 8,001.80 

Health Planning Research 
Multnomah County . . . . . . . . 67,898.85 

Intensification of Tuber- 
culosis Control 
Multnomah County . . . . . . . .167,940.15 

314(d) Funds Project Description 

Provision of services through the operation 
of dental clinics for indigent children. 

Reduction of water borne infections; 
development of standardized reporting and 
surveillance on existing and proposed water 
systems in Lane County. 

Reduction of fatalities and injuries 
through development of programs to effect 
defensive driving; first aid program; and 
education for prevention of accidents and fire 
in the home. 

Provision of definitive information for 
resource allocation and utilization of 
services in order to determine priority health 
needs and facilitate development of necessary 
health department programs. 

Provision of services to eliminate tuber- 
culosis in Multnomah County. 



Table 9 

Comparison of 31 4(d) Expenditures, by Category, 
for Provision of Public Health Services 

in Oregon for Fiscal Year 1968 and Fiscal Year 1974* 

Percentage of 314(d) Expenditures** 

Fiscal Year 1968 Fiscal Year 1974 

Administrative Services 17.6% 20.0% 

State-Provided Services 68.9 65.0 

Project Grants 

Dental 
General 
Formula*** 
Chronic Diseases 
MCH 

Total 100.0% 100.0% 

'Provided by Office of Administrative Services, Oregon State Health Division. 
*Figures are rounded. 

***Formula grants reflect allocations to county health departments of 314(d) funds unexpended at the end of the fiscal year. 

other available funds, and i t  has not been considered a 
new source of money useful in providing extensive new 
programs. 

The stability of the Health Division's expenditure 
pattern throughout the years of the block grant program 
is  reflected in Table 9. Utilization of 314(d) funds in the 
operational programs of the division involving admin- 
istrative and state-provided services has remained con- 
stant (approximately 85% of the 314(d) expenditures) 
while a lesser amount (15%) has been allocated to 
specific projects on the community level. The pattern of 
project expenditures has shifted slightly reflecting an 
increase in general projects accompanied by a diminish- 
ing categorization of projects. 

Mental Health Utilization 

Oregon's pattern of utilizing the mental health 
portion of the 314(d) block grant in FY 1975 is  very 
similar to the utilization pattern that existed in FY 
1968, the first year that the state received the block 
grant. Changes between FY 1967, the last year of the 
mental health categorical grant, and FY 1975 have 
occurred in two expenditure categories: (1) the state's 
grant-in-aid program to local mental health agencies and 

(2) special demonstration projects conducted by local 
agencies. Table 10 provides an overview of the state's 
expenditure pattern from FY 1967 through FY 1975. 
The data in Table 10 indicate the following: 

1. The state has consistently spent more 
than 70 percent of the mental health 
31 4(d) funds at the local level. Local level 
expenditures equal the amounts expen- 
ded for grant-in-aid plus special demon- 
strations. In FY 1968, FY 1972, and FY 
1975, local expenditures for projects 
were $63,825 (67.3%), $117,700 
(76.5%)) and $115,874 (73.2%) respec- 
tively. These amounts do not include 
314(d) expenditures by the state for 
training and workshops for local mental 
health staff. Inclusion of these figures 
would increase the percentage of 314(d) 
expended at the local level to approxi- 
mately 75 percent of the annual 314(d) 
mental health allocation. 

2. As the number of local community men- 
tal health programs (CMHPs) has in- 



creased, the state has shifted funds from 
special demonstration projects to the 
state Mental Health Grant-in-Aid Program 
which supports the operation of 34 
CMHPs by county governments on a 
50-50 matching basis. 

As indicated, the Mental Health Division's 15 percent 
share of the state's 31 4(d) block grant in FY 1975 was 
$158,400. This share represents .0039 percent of the 
total mental health appropriation by state and local 
authorities of $40,223,341. In FY 1972, the 15 percent 
mental health share of the 314(d) block grant was 
$1 53,900 representing .0049 percent of the total state 
and local mental health appropriation of $31 ,I 55,635.* 

*Information provided by the assistant administrator, Programs 
for Mental or Emotional Disturbances, Oregon Division of 
Mental Health. 

This indicates that the stabilized 314(d) mental health 
allocation each year represents a smaller share of the 
state's total mental health budget. Because the 314(d) 
mental health allocation represents only a small propor- 
tion of the state's total mental health expenditures, 
satisfying the matching requirements of the 314(d) 
block grant has never been a problem for the state nor 
the community mental health programs operated at the 
county level. 

Since FY 1963, the state's strategy for the utilization 
of Federal mental health grant funds, categorical and 
block grants, has been to develop locally operated 
mental health programs and clinics for the provision of a 
broad range of mental and health services as an 
alternative to institutional care. In 1970, when the state 
received an increase of $34,000 in the mental health 
portion of the 314(d) block grant as a result of the 
tuberculosis categorical grant being folded into the 
national 314(d) allocation, the entire amount was 

Mental Health Expenditure 
Category 

Table 70 

Mental Health Expenditure Pattern Transcending 
Categorical Grant and 314(d) Block Grant Period, 

State of Oregon, 
Fiscal Year 1967 - Fiscal Year 1975" 

State Mental Health Grant- 
in-Aid (Local) 

Special Demonstration 
Projects (Local) 

Training and Workshops 
(State and Local)" 

Program and Administrative 
Staff (State) **  

Reversion-Unused 

Total 

Categorical 314(d) Block Grant 
Grant 

Fiscal Year 1967 Fiscal Year 1968 Fiscal Year 1972 Fiscal Year 7975 

Amount Percent Amount Percent Amount Percent Amount Percent 

*FY  1967 and F Y  1968 financial data provided by HEWIHSA, Division of Grants Management, Rockville, Md. F Y  1972 and FY 
1975 data from Oregon Mental Health Division. 

**Categorical grants for F Y  1967 concerning Training and Workshops, as well as Program and Administrative Staff are combined. 



allocated by the state to support the development of 
local mental health programs and clinics. 

As described earlier, the Oregon Legislature reviews, 
changes, and/or approves the staff-proposed allocation 
of the mental health portion of the 314(d) block grant 
as set forth in the Mental Health Division's budget. Since 
FY 1963, legislative allocations of the mental health 
categorical grant and the 314(d) block grant funds have 
been to four major categories of expenditures within the 
Mental Health Division. These categories presented in 
Table 70 are set forth below with a brief description of 
how and by whom the funds are used within each 
category; the FY 1975 allocation to the category; a 
description of the suballocation process within each 
category; and percentage of total 314(d) mental health 
funds.* 

1. Central Office Administrative and Profes- 
sional Staff. Funds are used for salary and 
fringe benefits of clerical staff in the of- 
fice of the administrator of the Mental 
Health Division and for the salary and 
fringe benefits of a mental health special- 
ist II in the central office staff of the 
MED program. The mental health special- 
i s t  II has responsibility for working with 
regional MED staff, local general hospi- 
tals, and CMHPs in the development of 
day treatment alternatives to institution- 
alization of patients at the state mental 
hospitals. 
FY 1975 Allocation: $30,139 or 19.0% 
of total FY 1975 314(d) funds. 
Suballocations Within Category: None 

2. State and Local Staff Training, Con- 
ferences, Workshops; Related Travel Ex- 
penses; and Division Library Supplies. 
314(d) funds are used to support the per- 
sonal development of mental health em- 
ployees at the state and local level. 
F Y  1975 Allocation: $12,387, or 7.8% 
of total FY 1975 314(d) funds. 
Suballocations Within Category: State 
and local mental health employees re- 
quest financial assistance to pay for travel 
and expenses to training and workshop 
conferences in their area of interest. Re- 
quests are approved by the staff of the 
MED program office and the fiscal staff 
of the Administrative Services Office of 
the division. 

3. Special Demonstration Projects. Funds 
are used to support special, innovative 
projects. Examples include: a statewide 
mental health needs study; first day treat- 
ment research project; patient aftercare 
needs study; and project impact survey. 

FY 7975 Allocation: $3,100 or 2.0 per- 
cent of total FY 1975 314(d) funds. Prior 
to FY 1973, approximately $25,000 per 
year was allocated to this category. How- 
ever, the House Ways and Means Com- 
mittee of the Oregon Legislature shifted 
funds from this category for FY 1974 
and FY 1975 to the state's Mental Health 
Grant-in-Aid Program in order to meet 
the inflationary costs of operating mental 
health clinics at the local level. Division 
staff anticipate that the FY 1976 alloca- 
tion will return to the level of prior years. 
Suballocations Within Category: While this 
program was active, su ballocations 
or decisions to support specific demon- 
stration projects were made by staff of 
the MED program office with assistance 
from an advisory body composed of state 
MHD division research specialists, uni- 
versity mental health research specialists, 
and representatives from local mental 
health programs. Grant awards were 100 
percent, one year in duration, and limited 
to $10,000 per project. Eligible appli- 
cants included all public and private 
non-profit organizations within the state 
that were carrying out mental health 
research or delivering mental health ser- 
vices. Applicants submitted project assis- 
tance requests using the same application 
format in use at that time by the National 
Institute of Mental Health (NIMH) for 
review and evaluation of research pro- 
posals. 

4. State Mental Health Grant-in-Aid Pro- 
gram. Funds are used to supplement 
the state's program of providing financial 
assistance to 34 community mental 
health programs (CMHPs) that provide 
services at the local level. CMHPs are 
operated and staffed by local county 
general purpose government employees. 
An example of mental health services 



provided by the CMHPs at the local level 
include the following major components 
of a CMHP's* grant-in-aid request: 

(1) Drug Treatment, including Metha- 
done Maintenance 

(2) Child Guidance 
(3) Audlt and Child Crisis 
(4) Parent Education 
(5) Day Treatment Program 
(6) In-Patient Services 
(7) Alcohol Abuse 

FY 1975 Allocation: $1 12,774 or 71.2% 
of total FY 1975 314(d) funds. The 
31 4(d) allocation supplemented a state 
appropriation to this category of approxi- 
mately $3 million. 
Suballocations Within Category : 3 1 4 (d) 
mental health funds are identifiable and 
traceable to the point where they are 
combined with the state's appropriation. 
I t  is  not possible to trace the funds to a 
specific program at the local level. 

Suballocations or decisions affecting 
the amount of funds to be granted on a 
50-50 matching basis to CMHPs are deter- 
mined by regional and central office MED 
staff of the Mental Health Division. 
CMHPs submit application/budget re- 
quests using a "management by ob- 
jectives" format to the regional MED 
program office staff for review. MED 
regional and central staff compile the 
requests and make decisions on funding 
amounts in conjunction with fiscal staff 
of the Mental Health Division. Sub- 
allocations to CMHPs are not made on 
the basis of a formula but are based upon 
the general criteria of past CMHP per- 
formance, local staff capabilities, and 
demonstrated service needs. 

PLANNING, ADMINISTRATION, 
AND EVALUATION 

This section describes Oregon's use and administra- 

*Program examples abstracted from the work programs of two 
CMHPs: Marion and Benton Counties, Oregon. 

tion of 314(d) funds in  relation to key Federal require- 
ments pertaining to the block grant. The requirements 
are drawn from the law and subsequent amendments and 
Federal regulations. 

In Oregon, basic planning requirements have been 
met in part. Internal priority setting for 314(d) expendi- 
tures has been particularly visible, but requirements 
concerning the involvement of 314(a) and 314(b) 
agencies are not being fully complied with. 

Planning Requirements 

Following below are key planning requirements of 
the 31 4(d) block grant and brief statements of Oregon's 
response to those requirements. 

Provide services in accord with the adopted 314(a) 
Comprehensive Health Plan of the state. A compre- 
hensive health plan has been developed by the 314(a) 
agency but such plans have not been prepared by each of 
the six federally funded 31 4(b) regional health planning 
agencies.* The absence of the latter plans handicaps 
evaluation of the state's allocation and use of 314(d) 
block grant funds. 

Specify the extent to which services to be provided 
are to be directed at public health areas of high priority, 
are of high quality, and will reach people in local 
communities in greatest need of such services. Oregon 
has not responded directly to this requirement. Neither 
the Health nor Mental Health Divisions produce a 
document that specifies or justifies that the allocation of 
314(d) funds is  to high quality services that will reach 
people in the greatest need of such services. 

Planning, priority setting, and programming of the 
public health and mental health portions of the 314(d) 
block grant are carried out by staff of the Health and 

Mental Health Divisions followed by the formal review 
and approval of the Joint Ways and Means Committee of 
the Oregon Legislature. 

While no formal document exists in either division, 
both divisions have adopted "management-by-objec- 
tives" administrative procedures that satisfy the intent 
of the requirement. 

Public health services financed by 314(d) funds are in 
part the same as those assisted by Federal allocations 
under the old categorical programs. The Health Division 
chose to continue most of these services within the 
operational programs of i t s  Offices of Community 

- - 

*Information provided by the Oregon 314(a) agency. 



Health Services, Preventive Medical Services, and Admin- 
istrative Services. 

Allocations to specific programs are made on the 
basis of budgeting through a management-by-objective 
procedure. Each program officer i s  required to submit to 
the Office of Administrative Services a POME request 
which describes five items:* 

the problem, 
the objective, 
a method, 
and evaluation, and 
accomplishment. 

Allocations to specific operational programs are then 
made based on this POME procedure. Those programs 
which fail to accomplish projected objectives are given 
lessened emphasis and 314(d) funds are allocated to 
other activities which have succeeded in achieving stated 
goals. 

Mental health activities supported by 314(d) block 
grant funds are in four categories: 

central office administration and program 
staff; 
staff development - conferences and 
workshops; 
special demonstration projects; and 
community mental health grant-in-aid. 

Individual community mental health program 
(CMHP) descriptions for receipt of state grant-in-aid 
funds for mental health services at the local level, over 
71 percent of the state's FY 1975 314(d) mental health 
block grant, contained a generalized priority ranking of 
component services and set forth predominantly qualita- 
tive and quantitative performance objectives for the 
service elements described. 

Mental Health Division officials stated that program 
staff from the division's regional offices provide techni- 
cal assistance to the 32 CMHPs in determining local 
mental health needs, resources to meet the needs, and 
service element objectives for each annual program. 

For the special demonstration projects that were 
funded by 314(d) block grant funds for mental health 
prior to FY 1973, applicants were required to use the 
same application format that was being used at that time 
by the National Institute of Mental Health (NIMH) for 
review and evaluation of national research projects. Each 

*Source: Report of Formula Grant: Total 314(d) Expenditures, 
Fiscal Year 1973, Oregon State Health Division. 

application was structured in a manner that met the 
provisions of this requirement. Prior to funding ap- 
proval, the project applications were reviewed by mental 
health research specialists from within the division, 
universities, and IocalCMHPs. Final decisions on project 
awards, however, were made by staff of the MED 
program office of the division.* Evaluations of the 
projects were carried out by division staff. 

Consider the comments of state 314(a) and regional 
314(b) comprehensive health planning agencies in pre- 
paring the resource allocation to services in the 314(d) 
state plan(s). Since FY 1972, the Health and Mental 
Health Divisions have not developed a 31 4(d) state plan. 
Both divisions utilize a "simplified" state plan. The 
Health Division's "Report on Programs Supported with 
Section 31 4(d) Grant" is considered by the division as a 
simplified state plan when in fact it i s  a document that 
reports how funds have been expended. The Mental 
Health Division's simplified state plan consists of the 
expenditure report that the division submits to the 
Health Resources Administration of HEW. 

No specific comments are made by the 314(a) agency 
in regard to the block grant expenditures of either 
division. However, the chief of the agency regularly 
participates in periodic staff conferences of the Health 
Division and thus has an opportunity to discuss and 
influence the formulation of the 31 4(d) plans and the 
supporting budget. 

Comments from regional planning agencies are not 
continuous or extensive. There are no formal comments 
made in regard to the bulk of 314(d) allocations to the 
Health Division or the Mental Health Division. In regard 
to public health grants for specific projects to the local '& 
level, the 314(b) agencies (where they exist) make 
comments to the screening committee which approves or 
disapproves specific project allocations. 

Comprehensive mental health programs at the local 
level maintain continuing contact with the regional 
314(b) agencies but do not provide those agencies with 
program applications as a part of the A-95 review 
process.** 

Discussion with 314(a) agency staff and selected 
314(b) regional health planning staff indicated that their 
health planning activities to date were in basic agreement 
with the state legislative policy to provide a broad range 
of mental health services through clinics operated by the 
CMHPs at the local level. 

*Information provided by assistant director, Programs for 
Mental or Emotional Disturbances. 

**information provided through interviews with directors of two 
single county, comprehensive mental health programs. 



Allocate funds so that public health services are 
significantly strengthened in various political sub- 
divisions of the state (including the funding of other 
public or private non-profit agencies to assure maximum 
participation of local, regional, and metropolitan agen- 
cies). Approximately 10-1 2 percent of Oregon's public 
health 314(d) allocations are passed directly through to 
local levels of service delivery on a project-by-project 
basis. These moneys are allocated to both county health 
departments and public or private non-profit agencies. 

Each applicant for project funding is  required to 
describe the project using the POME procedure. Re- 
quests are then considered by a screening committee 
composed of both Health Division staff and local health 
officers from the area in which the project applicant i s  
from. 

There is some disagreement in Oregon over whether 
the Federal requirement that 70 percent of the public 
health portion of the block grant be expended for local 
public health services is being met since major alloca- 
tions (88-90%) are made to operational and admin- 
istrative programs of the Health Division. 

In 1973, the Conference of Local Health Officials 
passed a resolution calling for increased 314(d) expendi- 
tures on a project basis. The administrator of the Health 
Division agreed with this view and presented a budget 
with a majority of block grant funds to be expended. 
However, the legislature has continued to budget funds 
as they have been in the past. 

Since FY 1963, mental health categorical grant funds 
and, subsequently, the mental health portion of the 
314(d) block grant have been utilized to develop and 

support the delivery of mental health services at the 
local level through local public and non-profit agencies. 
In FY 1975, over 71 percent of the mental health 
portion of the 314(d) block grant was allocated to the 
state's Mental Health Grant-in-Aid Program which pro- 
vides 50-50 matching grant funds to mental health 
clinical programs operated at the local level by county 
public health departments or non-profit corporations in 
those counties not having a health department. 

Define health services to be provided in terms of 
specific objectives. As noted, the Health Division allo- 
cates funds utilizing the management-by-objectives con- 
tained within the POME process. Expenditure records 
are kept for each program. These records contain a 
quantification of objectives and a percentage of the 
division's achievement of each. 

Mental health services provided by CMHPs at the 
local level develop annual program applications-budgets 
for state grant-in-aid funds. These program assistance 

requests contain service elements with specific objectives 
and past performance statements. These statements are 
written in a style that is  more qualitative than quantita- 
tive; however, some objectives are described in measur- 
able, quantitative terms. Mental Health Division officials 
indicated that the division had been utilizing this 
"management-by-objectives" approach since FY 1969. 

Provide for the review and modification of the 314(d) 
state plan(s) as appropriate on an annual basis by the 
state health agency and state mental health agency. 
Since the Federal regulations allowing a 314(d) plan to 
contain assurances which are incorporated by reference 
from other state legislation and regulations were 
adopted, there has been no definable 314(d) plan in 
Oregon. 

Annual submissions to HEW have been documents 
that describe how the state expended the previous year's 
314(d) allocation. 

Administrative Requirements 

Administrative requirements concerning the 314(d) 
block grant funds are not extensive. They generally seek 
to assure that the state possesses the capacity to 
administer the 314(d) funds and that financial efforts 
are made for the provision of health services by 
non-Federal funding sources. These requirements are 
only partially applicable ,to the Oregon experience in 
that public and mental health authorities do not have 
direct financial or administrative control over local 
health authorities. Where the requirements are appli- 
cable, however, Oregon appears to be in accordance with 
them. The requirements are presented below followed 
by brief statements of Oregon's response. 

Provide for the state administration or state super- 
vision of local administration of the funds by the state 
health agency and state mental health agency. To the 
extent possible, the Health Division has provided super- 
vision of local administration of block grant funds. 
However, administration of county health programs i s  
limited somewhat in that local health departments are 
not under the direct control of state authority. 

The division has required that 314(d) allocations to 
the local level on a project basis be governed by the 
POME requisites. This has not resulted in state super- 
vision of the mechanics of these programs, but it has 
provided a degree of guidance to local health depart- 
ments and other recipient agencies. 

Similarly, in those cases where the division has 
disbursed the remnants of unused block grant funds to 



county health departments, certain requirements have 

been imposed upon recipients in order to qualify for 
receipt of the 314(d) funds. Among these requisites are 
that the county have a budgeted, full-time, health 
department staff (numbers and types of personnel vary 
with the size of the county); that personnel be ad- 
equately trained; and that personnel, budget, expendi- 
tures, services, and other special reports required for 
carrying out the overall state public health programs be 
provided to the Health Division. 

Locally operated CMHPs derive approximately 50 
percent of their funds from a state-supported Mental 
Health Grant-in-Aid Program. This grant-in-aid program 
receives an annual state appropriation of approximately 
$3 million which includes approximately $1 13,000 in 
314(d) mental health block grant funds.* 

Program and fiscal staff of the Mental Health Division 
,review and approve the annual program request as well 
as the monthly vouchers submitted by the CMHP to the 
state. In addition, fiscal staff of the Executive Depart- 
ment also review and approve the monthly vouchers. 

Discussions with CMHP staff in selected agencies 
revealed that the state had not conducted an on-site 
audit of CMHP expenditures. 

Assure that the block grants will not be used to 
supplant other non-Federal funds. The Health Division 
does not supplant non-Federal funds in i t s  budgetingof 
314(d) block grants either for its own programs and 
administrative services or in allocations to the local level 
on a project-by-project basis. The Office of Administra- 
tive Services coordinates the budget requests for 31 4(d) 
funds within the divisions. I t  ensures that state funds are 
not displaced by the block grant. That office also has the 
responsibility to ensure that the level of state spending 
for operational programs and administrative services 
supported by 314(d) i s  at least as extensive as in the 
previous year. 

This maintenance of financial effort i s  also required 
of recipient agencies receiving project grants. Those 
projects which are approved for multiyear duration are 
required to be supported increasingly each year by local 
sources of funds. The general pattern involved in 314(d) 
allocations has required a phasing out of Federal funds 
on an incremental basis. Recipients are required to 
commit themselves to provide support of the total cost 
as follows: 25 percent the first year; 50 percent the next 
year; 75 percent the following year; and finally total 
support. Although this Health Division policy i s  flexible, 
local applicants who have been either unwilling or 

*Source: Fiscal staff of Oregon Mental Health Division. 

unable to provide local funding for projects have often 
been passed by or given a low priority by the screening 
committee. 

The Mental Health Division's expenditure of 31 4(d) 
funds does not supplant other non-Federal funds. The 
state's grant-in-aid program began in FY 1963 and since 
that time at least 50 percent of funds received under the 
pre FY 1968 mental health categorical grant and 70 
percent of the 314(d) funds since FY 1968 have been 
used to support the delivery of mental health services at 
the local level by locally paid employees. The grant- 
in-aid program was designed to be a 50 percent state - 
50 percent local matching grant program. In recent 
years, the state's appropriation to the program has 
stabilized at about $3 million per year while, according 
to Mental Health Division staff, local funds in support of 
the program have increased to approximately $3.5 
million. 

State mental health funds have not been replaced by 
314(d) funds. The closest the state has come to 
supplanting state funds was FY 1973 when approxi- 

mately $30,000 was shifted from the funding of special 
demonstration projects to increasing the amount of 
314(d) funds being used in the state's Mental Health 
Grant-in-Aid Program. However, at the same time, the 
legislature increased the state's appropriation to the 
grant-in-aid program characterizing the shift of 314(d) 
funds as supplemental to an expanding state effort.* 

Require recipient agencies utilizing 314(d) funds to 
participate in the costs of the supported services. As i s  
the case in assuring non-supplanting of non-Federal 
funds, the Office of Administrative Services sees that 
314(d)-supported activities in the division's operational 
programs and administrative services are also supported 
by state funds. In regard to allocations for specific 
projects, the Health Division's policy, enforced by the 
screening committee, of requiring increasing increments 
of financial support by local applicants ensures that 
recipient agencies participate in the costs of supported 
services. 

Community Mental Health Programs (CMHP), the 
recipient of 314(d) funds for the provision of mental 
health services at the local level, are required to match 
50 percent of the funds received from the state 
grant-in-aid program. 

Evaluation Requirement 

.The evaluation requirement of section 314(d) is 

*Source: Assistant administrator, Programs for Mental or 
Emotional Disturbances, Oregon Mental Health Division. 



provided to enable the state to assess the effectiveness of 
block grant-supported activities in achieving stated 
objectives. In Oregon, the Health Division has met the 
requirement in part. 

Provide methods of evaluating the performance of 
activities carried out with 314(d) funds. The Health 
Division, in adopting a budget based on the manage- 
ment-by-objective or POME process, has provided 
methods of evaluation. Each 314(d)-supported activity is  
reviewed yearly in terms of measurable achievement of 
objectives. 

Evaluations and, presumably, allocations of funds are 
made on the basis of quantifiable accomplishments. 
Such items as POMEs reviewed by the Office of 
Community Health Services or numbers of screenings 
conducted to identify cases of hypertension and glau- 
coma are documented. However, this method of evalua- 
tion may have limited value in assessing the efficiency of 
block grant-supported activities in that little evaluation 
is undertaken in qualitative terms. 

Evaluation of mental health services supported by 
314(d) funds i s  a part of the annual application-budget 
review process carried out by the program and fiscal 
staff of the Mental Health Division of the CMHP's 
request for assistance from the state's Mental Health 
Grant-in-Aid Program. As stated earlier, the application- 
budget is developed utilizing a management-by-objec- 
tives format that requires the CMHP to indicate service 
needs, cite prior performance against previously stated 
objectives, and to set objectives for the forthcoming 
year.* 

CHANGES ATTRIBUTED TO 
THE BLOCK GRANT PROCESS 

The block grant mechanism has led to very few 
discernible changes in Oregon's delivery of public health 
and mental health services. Both allocation and utiliza- 
tion patterns for Federal allocations are basically the 
same under the block grant as they were when categori- 
cal grants were in effect. 

State-provided services which are financed in part 
with 314(d) funds have experienced little change, and 
methods of providing, measuring, and evaluating services 
have varied l i t t l e  in response to the initiation of the 
block grants. 

Within the Health Division, most of the health 
problems treated by programs funded with categorical 

*Source: On-site review o f  Comprehensive Mental Health Pro- 
gram application-budget. 

moneys have continued to be addressed under opera- 
tional programs. Allocation of funds to areas of health 
needs has continued to be the responsibility of the office 
of Administrative Services. 'The POME evaluation pro- 
cedure of budgeting has become somewhat more refined 
during the time that the block grant has been in effect. 
However, state public officials indicate that this manage- 
ment-by-objectives approach did not result as a response 
to managing 314(d) funds but resulted from general 
management improvements in the division. 

Similarly, the Mental Health Division's allocation and 
utilization of Federal moneys has not been significantly 
altered by the block grant mechanism. This i s  true even 
though current Federal allocations exceed the FY 1967 
mental health categorical grant by almost $100,000. 
Staffing patterns have remained stable as have other uses 
to which 314(d) funds have been applied. The division, 
for instance, has retained the large category of grant- 
in-aid to local authorities, expanding i t  proportionately 
to increases in Federal funds. 

Both the Mental Health Division and Health Division 
consider block grants important, but small in amount. 
There i s  an attitude that the 314(d) funds should be 
used as a supplement rather than to create new 
programs. * 

Thus, the funds have been utlized only in small pait 
to fund local projects and generally (at least in public 
health) these allocations only supplement other non- 
Federal local sources of funding. Similarly, the block 
grants have been used within the two divisions' budgets 
for staffing and operational programs as supplements to 
state public and mental health revenue sources. In only a 
few isolated instances have the funds been used to 
innovate change in the delivery of services. Innovations 
within the state have resulted primarily from increased 
state expenditures particularly in the mental health 
service delivery at the local level. 

Health Division personnel, as well as local public 
health officials, feel there are significant differences 
between the block grants and categorical moneys, both 
those replaced and current ones. State officials view the 
314(d) funds as much more flexible and applicable to 
community needs. However, their utilization of the 
block grant funds to provide the same services that were 
provided with categorical grants indicates that their 
perception of the flexibility of the block grant i s  based 
upon reduced administrative requirements and limited 
Federal oversight. The block grant moneys have been 
used to supplement categorical grants when needed, but 
at other times have been removed from one categorical 
program and added to another as needed. 

*Source: State public health officer, Oregon Division of  Health. 



Local officials also perceive 314(d) funds as more 
flexible and oriented toward community needs. How- 
ever, most county public health administrators feel that 

too much of the public health portion of the 314(d) 
funds are utilized to support state-provided local services 
as opposed to being used directly by local health 
agencies for locally determined health service needs. 

Although there is  some disagreement concerning 
efficacy of provision of services to the local level, there 
is a general consensus that the block grant has facilitated 
communication between state and local public health 
officials. Since the advent of the program, there has been 
an expanded review process of local requests of 314(d) 
funds to be used on a project-by-project basis. In 
particular, the screening committee which reviews grant 
requests has provided a forum for local health officials 
and Health Division staff to discuss allocations of funds 
to the community level. 

This communication is  of a limited nature and does 
not imply a causal link between the block grant and a 
systematic approach to the planning and delivery of 
public health services. 

The POME procedures required of applicants make 
Health Division officials aware of local interpretations of 
priorities and health needs. But this process involves 
only the 10-12 percent of the block grant funds which 
are made available on a project-by-project basis. 

Both approval of, and requests for, 314(d) funding of 
local projects have primarily involved larger, more 
sophisticated health departments such as Multnomah 
and Lane counties, which serve more heavily populated 
and urbanized areas. I t  does not appear that availability 
of block grant funds is widely recognized. Thus, in- 
creased communication between state and local officials 
does not represent a cross section of communities. 

One change in Oregon's utilization of Federal funds is  
that larger percentages of moneys available for public 
health services have been expended. Under some of the 
prior categorical grants, large amounts, though allocated, 
were not expended. In particular, significant sums of 
chronic illness, heart and cancer control often reverted 
back to the Federal government. These categories are 
examples of health needs which were given a lower 
priority and thus, did not mesh well with ongoing 
operational programs of the Health Division. 

With the advent of the block grant, however, funds 
have been shifted to programs where they are used. 
Moreover, any rare unexpended amounts of the block 
grant have been allocated to local health departments on 
a formula basis. 

One other major change attributable to the block 

grant is the lessened administrative and supervisory role 
played by the officials at the Region X Public Health 
Service Office of the US. Department of Health, 
Education and Welfare. Under the categorical \programs, 
there was extensive contact between HEW and the 
Oregon State Health Division. Federal generalists were in 
constant contact with state officials to discuss health 
priorities and assist the state in establishing program 
plans. In addition, each categorical grant was supervised 
by a Federal expert or consultant who worked with state 
officials providing technical assistance in planning, moni- 
toring, evaluating, and reviewing activities within a 
narrow sphere of interest. 

Under the block grant, however, there is  little contact 
between Federal officials charged with 314(d) responsi- 
bilities and Mental Health Division or Health Division 
staffs. There is cooperation, however, between Federal 
program officials and the divisions in those specific areas 
where the divisions feel there i s  Federal expertise to 
help the state. 

There is, therefore, little continuing contact between 
Federal regional officials and the Health and Mental 
Health Divisions in regard to the block grant mechanism. 
Because of current certification procedures, Federal 
officials now find it difficult to assess Oregon's 314(d) 
program in a manner which was possible under the old 
Federal categorical grants. The latter involved the 
Federal office in programmatic details, but now there i s  
no such depth of review. Federal officials now only 
receive reports of how money i s  spent and not the plans 
which designate expenditures. This limited involvement 
of Federal officials does not allow them to differentiate 
among the states in terms of interest or capacity to 
undertake block grant programs or to effectively evalu- 
ate a state's success or failure in maximizing the use of 
the block grant* 

Federal, state, regional, and local assessments of 
previous categorical grants and 314(d) block grant 
allocation and utilization in Oregon coincide in the 
following areas: 

Lack of a systematic approach to address 
public health issues in Oregon due to the 
block grant mechanism. There is a con- 
sensus that local health authorities have 
become more involved in assessing health 
needs which have to some degree been 
communicated to state officials. How- 
ever, there has been no systematic ap- 

*Source: Assistant regional health administrator for state co- 
ordination, Region X, Public Health Service of HEW. 



proach to planning and administration 
linking local and state officials with 
citizens or private health services pro- 
viders. 

Lower level of involvement of Federal 
officials in the public health program of 
Oregon under the block grant mechanism 
as compared to prior categorical grants. 
Federal officials feel a lessening of the 
administrative burden on states from the 
old certification of 314(d) plan pro- 
cedures is healthy but that current check- 
list reviews leave too much latitude to the 
state. Oregon officials appreciate the 
increased discretion allowed by the block 
grant but miss the extensive and spe- 
cialized consultation which existed under 
the prior categoricals. 

Increased involvement of the state legis- 
lature in the public health program of 
Oregon under the block grant mechanism. 
The legislature has long been aztive in the 
allocation of resources for the planning 
and delivery of health services. I t  i s  felt 
that the block grant has given the legis- 
lature increased flexibility in establishing 
priorities in public health, thus strength- 
ening i t s  role somewhat. This strength- 
ened role has been particularly visible in 
two instances: (1) when the legislature 
rejected the administrator of the Health 
Division's proposed increased allocation 
of 314(d) funds for specific projects on 
the community level; and (2) when the 
legislature reallocated the block grant 
from demonstration projects to the Men- 
tal Health Division's grant-in-aid program. 

Items of disagreement between Federal, state, re- 
gional, and local health officials include: 

Sufficiency of local services provided by 
activities supported with 314(d) funds. 
Local health officials feel that the block 
grant is being utilized to underwrite the 
costs of the Health Division's operation 
and that more money should be passed 
directly to local authorities for projects. 
State officials, while sensitive to the need 

for further 314(d) disbursements for pro- 
jects, feel that effective local services are 
provided through their operational pro- 
grams and administrative services. 

Lack of planning to assure maximum 
benefits to local areas. Local officials do 
not feel that the expenditures of 314(d) 
funds adequately address local health 
needs as assessed by considering statewide 
local priorities.* State officials, however, 
maintain that the management-by-objec- 
tives budgeting process succeeds in estab- 
lishing local problems to be addressed by 
operational programs of the Health 
Division, but local officials feel that this 
process merely results in the aggregation 
of local priorities and does not respond to 
specific and individualized community 
needs. 

Stimulation of additional state or local 
funds. State health officials perceive, 
though they are unable to document, that 
the block grant has stimulated additional 
expenditures for health services on both 
the state and local level. In particular, 
they feel that incremental expenditures 
required of applicants for 3 14(d) project 
grants in public health have necessitated 
that increased financial support be pro- 
vided on the community level. In addi- 
tion, it i s  f e l t  that these projects have 
stimulated local health authorities to 
increasingly assess health needs and 
pursue funds to address them. Local 
health officials, however, feel that the 
block grant, because of i t s  relatively low 
level of funding and accompanying lack 
of significant effect on a community 
level, has had l i t t l e  effect upon amounts 
expended for public health services. 

SUMMARY AND CONCLUSIONS 

Thie section is directed to providing a summary of 
Oregon's experience with the 314(d) block grant 
mechanism. 

The 314(d) block grant has not effected a system- 

*Source: Interviews with county public health officers in 
Multnornah, Benton, and Marion counties. 



wide approach to the planning, adminstration, and 
evaluation of health services in Oregon. Though limited 
changes have taken place, particularly concerning local 
awareness of the need to address health needs, the 
coordination of health agencies on the Federal, state, 
regional, and local levels envisioned by the Partnership 
for Health Act has not become a reality. 

Although priorities for health-related expenditures 
have been set by the Health Division, they are not a 
product of interaction between state and regional 
planning agencies or local health authorities. 

Allocation procedures for the block grant funds have 

remained much as they were under prior categorical 
grants. There has been little linkage between levels of 
government in determination of priorities of health 
needs. The Health Division determines the priorities on 
an internal basis with little input from comprehensive 
planners or citizens. 

The legislature has retained, and even strengthened 
somewhat, its influence over allocation of funds for the 
provision of health services. However, the Joint Ways 
and Means Committee s t i l l  approves the health budget in 
much the same manner as i t  did under the prior 
categoricals. Hearings are held in which the Health 
Division, having negotiated with the Executive Depart- 
ment's Budget Division, remains the predominant party 
conversant with priorities for allocation of 314(d) funds. 

The 314(a) agency has set some broad policies and 
priorities for spending moneys. However, 314(d) ex- 
penditures are not related to a comprehensive statewide 
health plan. Comments from 31 4(a) and 314(b) agencies 
have seldom been obtained regarding block grant ex- 
penditures. Comments have generally been limited to 
those by 31 4(b) agencies in regard to the 10-1 2 percent 
that is  utilized on a project-by-project basis. 

The relationship between state and local health 
authorities has not been strengthened by the block grant 
experience. There has been increased activity in the 
identification of health needs on the local level with an 
increased, but limited, communication o f  these findings 
to state authorities. This additional input is, however, 
limited to the 10-12 percent of 314(d) funds utilized to 
support local projects. Achievement of a systematic 
approach to providing health services is  hampered since 
local authorities in both mental and public health are, 
for the most part, operationally independent of each 
other on the state level. 

Since the development of the state's Mental Health 
Grant-in-Aid Program in 1962, the delivery of mental 
health services has gradually developed into a co- 
ordinated, local-state mental health system. This system 
has resulted in state administration and operation of 

institutional facilities and comprehensive mental health 
centers and the local agencies administering and 
ope;ating local mental health clinics to meet locally 
identified needs. The systemics are that mental health 
services are not dominated by statewide needs or 
priorities but meet locally determined needs and 
priorities. 

The mental health portion of the 31 4(d) block grant 
did not stimulate the development of a state-local effort. 
However, the use of 314(d) funds to supplement state 
and local expenditures for the provision of local mental 
health services through the state Mental Health Grant- 
in-Aid Program has facilitated the continued develop- 
ment of the mental health service delivery system. 

There i s  disagreement in Oregon between state and 
local health officials in regard to whether the block grant 
has resulted in additional expenditures for health 
services. State officials, while they admit a difficulty in 
substantiating this, feel that 31 4(d) has been an incen- 
tive to increased local and state expenditures. Additional 
state and local expenditures may reflect a general trend 
away from, an emphasis on traditional health services to 
more expensive programs accenting such needs as 
ambulatory care. State officials also perceive that allo- 
cations to local authorities for project grants have 
stimulated local interest in addressing health programs. 
I t  is  felt that the Health Division's policy of requiring 
incremental increases in local participation has also 
stimulated additional expenditures. 

Local health officials, on the other hand, feel that 
Federal allocations have had limited effect. They feel 
that the small amount of the 314(d) allocation which 
goes directly to the local level is  relatively unnoticed and 
thus not an incentive to additional expenditures. 

The mental health portion of the 314(d) block grant 
has not stimulated directly the use of additional state or 
local funds. Such stimulation for mental health services 
i s  primarily the result of state action in 1962 that 
created the 50 percent state-50 percent local Mental 
Health Grant-in-Aid Program. In FY 1975, the state's 
appropriation to this program was approximately $3 
million with an estimated $3.5 million being contributed 
by local governments. 

However, because of the fact that 314(d) funds are 
allocated to supplement a state matching grant program, 
it can be stated that the 314(d) funds increase the 
amount of money available for local services and that 
the local agencies must produce an equal match to 
obtain the state matching grant funds. As such, ad- 
ditional local money is stimulated for the provision of 
local mental health services. 

The block grant has had little effect in Oregon on the 



use of public health or mental health Federal categorical 
grants. The old categorical moneys were for the most 
part in 1968 placed in existing categories using 314(d) 
funds, and most of those areas of public health needs 
continued to be addressed. State and local officials feel 
that 314(d) money has had virtually no effect on the 
usage of current categorical grants although in some 
isolated instances the two have been combined on a 
specific project basis. 

Allocations of 314(d) block grants have provided 
increased flexibility in the provision of health services in 
two regards: (1) The block grant has allowed state 
officials to shift Federal moneys from one category to 
another where it can more effectively address health 
needs; this could not be done under prior categorical 
grants; and (2) section 314(d) funds have been used to 
support local projects which address specific health 
problems in a given area. These needs are developed on 
the local level and presented to the screening committee 
which recommends projects to be funded after evalu- 
ating the POMEs which accompany grant applications. 

The perception of differences between categorical 
and block grants by state and local officials is associated 
with the increased flexibility of the block grants. 
Oregon's public health officer perceives that the block 
grant supplemented by special categorical programs can 
more effectively address an isolated health problem than 
can block grants. This perception is  based on the premise 
that categoricals usually devote a higher sum of funds to 
a particular health need and their success or failure can 
be more easily addressed than activities funded with the 
block grant. Block grants, on the other hand, are viewed 
as limited in effectiveness by their low level of funding. 
They are thus considered as "seed" money which i s  
utilized to supplement other funds rather than as an 
independent basis of support for a particular activity. 

State mental health officials' perception of the 
flexibility of the block grant i s  associated to a limited 
extent with the usage of funds but more directly 
associated with those "flexible" aspects that have 
resulted in less paper work, less involvement of Federal 
officials, and reduced accountability to the funding 
source.* Part of this i s  due to the fact that the state's 
usage of the funds that were in the mental health 
categorical grant that became part of the 314(d) block 
grant did not change when the block grant was initiated 
and has only changed in a few minor instances since that 
time to the present. The changes that have taken place, 
i.e., shifting allocations from special demonstrations to 
the state grant-in-aid program, are attributable to the 
flexibility of the block grant. Such changes would have 

*Source: Staff interviews, Oregon Mental Health Division. 

been difficult under the categorical grant system re- 
quiring such items as amended applications, Federal 
review, and changed budget submissions. 

To date, Oregon has in part met the Federal 
requirements established for the 314(d) block grant 
allocation. It has, to the extent possible, provided state 
supervision of local administration of 314(d)-supported 
activities by imposing certain administrative require- 
ments upon county health departments which apply for 
projects, utilizing either 314(d) or other Federal 
moneys. 

Through the use of a management-by-objective bud- 
get process, public and mental health authorities have 
planned and allocated 314(d) funds to meet certain 
objectives in areas of health need determined to be of 
high priority. They have, thereafter, evaluated programs 
in terms of objectives accomplished. In addition, allo- 
cation procedures of both the Health and Mental Health 
Divisions ensure the non-Federal funds are not sup- 
planted by 314(d) funds and that recipient agencies 
participate in the cost of 314(d)-supported activities. 

Oregon has not, however, been in compliance with 
planning requirements calling for 314(d) expenditures to 
be made in accord with the comprehensive health plan 
of a 314(a) agency; neither are comments upon block 
grant expenditures consistently obtained from the 
31 4(a) or (b) agencies throughout the state. 

Allocation and utilization of 314(d) funds in Oregon 
have been treated separately by public and mental health 
authorities. In the area of public health services, the 
Health Division allocates the vast majority of the block 
grant to i t s  own operational programs which provide 
direct and administrative services to county health 
departments. The block grant has never been considered 
a new source of revenue, but has rather been treated as a 
supplement to state moneys budgeted to provide public 
health services. 

The Mental Health Division's use of Federal funds 
also has changed little with the advent of the block 
grant. Unlike the case in public health services, however, 
the 314(d) funds have been allocated to local mental 
health authorities to support community mental health 
programs with more of an emphasis on locally deter- 
mined service needs. 

The allocation and utilization pattern for the block 
grant funds in Oregon has demonstrated a successful 
effort by both public and mental health authorities to 
disburse 314(d) funds in order to achieve established 
objectives. The budget processes of both the Health 
Division and the Mental Health Division involve an 
allocation of block grant funds based upon evaluation of 
the success of 31 4(d)-supported activities accomplishing 
stated objectives. 



The administration and allocation of 314(d) funds 
within the State of Tennessee involves both the Depart- 
ment of Public Health and the Department of Mental 
Health. These state agencies have responsibility for 85 
percent and 15 percent of the funds respectively. Table 
7 shows other Federal, state, regional, and local agencies 
that are participants in the process. 

The commissioners of the Department of Public 
Health and Mental Health administer two free-standing 
state agencies which are not part of a unified department 
of health or human resources. There is no mandate to 
coordinate the planning or administration of public 
health and mental health services in Tennessee. 

This lack of human service coordination may be 
illustrated by the Department of Public Health seeking 
to implement a regional administrative structure parallel 
with other planning and service districts in the state, 
while the Department of Mental Health maintains 30 
service areas which do not conform to the public health 
and multifunctional regions of Tennessee. The Bureau of 
Administrative Services in the Department of Public 
Health initially prepared, annually reviews, and recom- 
mends changes, if any, in the public health 314(d) state 
plan to the commissioner of public health. The com- 
;nissionerls office is  responsible for administration of the 
$1.5 million annual allocation to public health in 
Tennessee through the 314(d) state plan. Neither the 
state central budget office nor the Tennessee legislature 
play a role in specifically allocating 314(d) funds. 

The 314(a) agency in Tennessee i s  the State Office of 
Comprehensive Health Planning. It i s  located within the 
Department of Public Health and i t s  chief officer i s  
appointed by the commissioner of the department. The 
major functions of the office are to coordinate the 

state's areawide comprehensive health planning agencies 
and serve as an advisor to the commissioner on mattersof 
regional planning. There was no adopted statewide 
comprehensive health plan in the spring of 1975. 

There are eight areawide comprehensive health plan- 
ning agencies in Tennessee. Half are supported by 
section 314(b) of the Partnership for Health Act, and 
the remaining four are funded by state sources and the 
Appalachian Regional Commission. The primary func- 
tion of these areawide planning agencies has been to 
review certificates of need for public health facilities, 
and they have played little role in the planning for 
allocation and utilization of 31 4(d) funds. 

A major portion (71%) of the total 314(d) funds in 
public health are utilized by local county health depart- 
ments. The 95 Tennessee counties have been aggregated, 
for administrative purposes and the delivery of special 
health services, into nine public health regions. Virtually 
all of the 314(d) allocation for mental health services i s  
utilized equally in general support of each of 25 
community mental health centers in Tennessee. 

The Program and Development Office in the Depart- 
ment of Mental Health initially prepared, annually 
reviews, and recommends changes, if any, in the mental 
health 314(d) state plan to the commissioner of mental 
health. This is an entirely separate state document from 
the public health 314(d) state plan. 

The Tennessee public health system is a state- 
supervised, county-administered system. 

BLOCK GRANT ALLOCATION 
AND USE 

This section describes the allocation and use of 
314(d) funds in the State of Tennessee. 



Table 1 

Agencies Related to the 314(d) 
Block Grant Mechanism in Tennessee 

U.S. Department of 
Health, Education 

and Welfare 

Federal Region I V  
Off ice 

Public Health Service 

I 

I 
I 

Tennessee Department Tennessee Department 
of of 

Mental Health Public Health 

I I f I State Office 

30 9 of Comprehensive 
Health Planning Community Mental Regional Public 

Health Centers Health Offices 314(a) Agency - - 
I I 

County Health 
Departments I Areawide 

Comprehensive 
Health Planning 

Federal to State Allocation received and disbursed by the state; 
1970 when the amount of  the Federal 
allocation was increased by a revision of 

For the State o f  Tennessee, the Federal to state the Federal formula; and 
allocation of 314(d) funds can be shown for three points 1975 and the current allocation of the 
in time. They are the following Tennessee fiscal years: 31 4(d) funds. 

1 968 when the first 31 4(d) allocation was Under the initial Federal allocation formula, Tennessee 
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received a block grant sum of $1.48 million in FY 1968. 
Of t h i s  total, $1,260,000 was allocated to the State 
Department of Public Health and $223,000 to the State 
Department of Mental Health.* 

In the year prior to the availability of block grant 
funds, Tennessee was receiving approximately $1.42 
million in Federal support from the nine categorical 
grant programs. With passage and funding of P.L. 
89-749, the combined services support of $1.48 million 
resulted in a net increase for Tennessee of approximately 
$60,000. All nine categorical grants were utilized by the 
state in 1966.* The 314(d) block grants provided a 4 
percent increase in Federal funding for Tennessee health 
and mental health programs in the 1968 fiscal year. 

In 1970, when the appropriation was increased by 
including the funds for the prior categorical, Tennessee, 
in tuberculosis control, received only $340,000 in the 
adjustment. However, this loss was offset by an increase 
of the 314(d) block grant to Tennessee from $1.48 to 
$1.82 million annually received thereafter. A net de- 
crease in Federal health service funds of $270,000 was 
incurred due to this formula adjustment. 

The total Federal block allocation to Tennessee 
stabilized in 1970 and has remained constant through 
FY 1975. 

State to Localities Allocations 

In Tennessee, 314(d) block grant funds are (along 
with Federal maternal and child health funds, mixed 
with state-appropriated health services funds) channeled 
to the 95 counties in the state. Of the total $12.8 
million state and Federal health service funds allocated 
in FY 1975, 12 percent are 314(d) funds in origin. State 
budget procedures treat block grant funds as state funds. 
With the advent of the block grant, the Federal funds 
were treated in the same manner as the state funds.* 

From this composite of state and Federal funds, each 
county receives a basic allocation of $20,000 to support 
a "minimal core of full-time health services." The core 
generally consists of a public health nurse, an environ- 
mental health officer, and a clerk. This was true also 
during the categorical period. 

Remaining state and Federal dollars are allocated to 
the 95 counties through a state-developed formula. The 
state formula was initiated in 1961 pursuant to legisla- 
tion directing the commissioner of public health to 
develop a means of allocating state moneys to counties 
for the provision of health services. It has been used as a 
method to allocate the 314(d) funds to localities since 

1968. A combination of population and relative wealth 
of the county (as determined by per capita property 

value) determines the state internal allocation. The 
formula i s  reviewed each year by the commissioner of 
public health and approved by the commissioner of 
finance and administration and the comptroller of the 
treasury. 

The formula i s  intended to balance total population 
and the relative wealth of individual counties. High- 
population/low-income counties are most favored while 
low-population/high-income counties are least favored. 

The state formula allocates funds only up to a 
maximum amount or ceiling that is adjusted annually 
but remains in the range of $150,000 per county. In 
addition, county health departments are required to 
contribute funding at a level at least equal to that of the 
previous year.* 

With the advent of the block grant program, the 
commissioner and his deputies decided to allocate 
314(d) funds pursuant to the state formula. I t  was felt 
that the formula was the most efficient means to direct 
70 percent of the funds to the provision of community 
services. Local public health departments assisted in the 
development of the original state allocation formula in 
1961 that i s  now utilized for both state and Federal 
public health funds. 

A local health budget committee of the state Depart- 
ment of Public Health had considerable influence over 
the formula-setting process. I t  i s  composed of selected 
regional health officials and staff from the Public Health 
Department's Division of Local Health. This committee 
meets with and advises the state director of local health, 
who in turn makes recommendations to the com- 
missioner of public health as to what changes should be 
made in the formula each year to refine the allocation in 
light of current inequities or newly identified consider- 
ations. 

Regional health officers are responsible for working 
with county health officials in administering state health 
programs at the local level and offering technical 
assistance to prepare local public health budgets. 
According to regional officials interviewed, regional 
officers follow the predetermined policies issued by the 
Department of Public Health in preparing local budget 
requests. In regard to 314(d) funds, regional officials 
annually advise the counties of fund availability under 
the state formula. There i s  no particular influence 
exercised formally by regional officers in determining 
the specific uses of the funds with county public health 
programs. 

Regional officials do not actually monitor the expen- 

*Information based on data provided by the Bureau of Admin- 
istrative Services, Tennessee Department of Public Health. 



diture of state or 314(d) funds by county health 
departments. Neither are the health departments 
required to submit programs or evaluations of local 
health expenditures. Funds received pursuant to the 
state formula are considered a legislative entitlement. 

The allocation of the $273,000 in 314(d) annual 
mental health funds is achieved simply by allocating 
$1 0,920 to each of 25 community mental health centers 
in Tennessee. The total number of centers operating 
each year i s  divided into the mental health portion of 
the block grant and each center receives an equal share. 

The original method used by Tennessee for dis- 
tributing 314(d) funds for mental health was to provide 
each center a portion; however, with the advent of 
Federal community mental health center staffing grants 
and with the requirement for evaluation of the effect of 
314(d) funds, a decision was made to place all the 
314(d) money in the budgets of three or four centers 
which (1) did not have staffing grants, and (2) did not 

provide inpatient services. This practice was changed by 
a decision of the former commissioner, and equal 
distribution among all the centers made in 1973-74 and 
1974-75. Table 2 summarizes the annual allocation 
process of the 314(d) block grant fund as it exists in 
Tennessee in the 1975 fiscal year. 

County health departments receive approximately 71 
percent of the 314(d) funds available for public health 
services through the state allocation formula. Once the 
block grant moneys have been received, they are allo- 
cated to specific activities at the discretion of these local 
health units. 

The official primarily responsible for making allo- 
cation decisions is  generally the director of the county 
health department, who i s  actually an employee of the 
Department of Public Health. I t  i s  the director who 
determines local public health priorities, often after 
communicating with regional officials. Decisions as to 
the allocation of 314(d) funds which are contained in 
the state formula are not specifically undertaken. 

The director of the health department i s  ultimately 
responsible to the county governing body which 
approves the local health budget. There is  no indication, 
however, that county commissioners are ever aware of 
the presence of the block grant funds contained in the 
county's allocation under the state formula. 

Utilization of 314(d) Funds 

The use of the initial Federal block grant funds 
allocated to Tennessee in the 1968 fiscal year represent- 
ed a changed pattern from the usage of funds under the 
previous categorical health and mental health funds. The 

state public health officials in Tennessee anticipated that 
the Federal requirement for 70 percent of all 314(d) 
funds to be used in the provision of local health services 
would require a major departure from the existing 
pattern of state-administered categorical health pro- 
grams. They decided to pass at least 70 percent of the 
available 314(d) funds, pursuant to the state formula, to 
the county health departments. The remaining amount 
of the funds were allocated to two state programs - 
training of personnel and heart disease control. 

The previous categoricals had each required separate 
plans and administrative activities. The new block grant 
was allocated through a single 314(d) state plan to the 
local level and two state uses. Only one of the state uses 
was a categorical service (heart disease) under the prior 
1967 funding. The other eight categoricals were con- 
tinued with increased state-appropriated funds which 
became available. 

In 1970, when additional Federal funds were made 
available to Tennessee through an adjustment of the 
Federal formula, the same three major uses were 
maintained and expanded. Since 1970, some 31 4(d) 
funds have been gradually shifted away from the state- 
administered training of personnel and heart disease 
control service areas to include other state-administered 
services. These now include: 

purchase of drugs, 
diabetes detection, 
multiphasic screening, and 
regional services. 

The prior categorical programs and these new pro- 
grams funded in whole or in part by 314(d) funds reflect 
a changed approach in health service delivery. Although 
no specific innovations can be attributed to the block 
grant mechanism, there has been a change in that at the 
local level actual service delivery, as opposed to prevent- 
ative, measures are now being emphasized. 

Table 3 presents the pattern of public health and 
mental health services being supported in Tennessee with 
314(d) funds during the 1975 fiscal year by amounts per 
service area. These services are described below in terms 
of their objectives, level of support by 314(d) funds, and 
relationship to prior categarical programs, where such 
relationship exists. 

These programs were designated by the Department 
of Public Health to be supported by block grant funds 
on the basis of broad objectives established by the 
commissioner and his staff. Specific program objectives 
are established by staff of the department with specific 
program administration responsibility. 
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Table 3 

The Array of Public Health and Mental Health Services 
Provided in Tennessee That are Supported with 

314(d) Funds in Fiscal Year 1975* 

Total State 

Local Health Services 

Regional Services1 
Administration 

Community Mental Health 
Service - Adult Outpatient 

Public Health Personnel 
Training 

Heart Clinics 

Fiscal and Administration 

Multiphasic Screening 

Purchase of Drugs 

Diabetes Program 

and Federal Percent 
314(d) Funds Funds by 314(d) 

by Service Service Total 

$1,100,000 $1 1,500,000 9.5% 

78,000 86,000 90.7% 

*Bureau of Administrative Services, Tennessee Department of Public Health, Tennessee Department of Mental Health 

Complete 314(d) Funding Support 

1. Heart Diagnosis Program. Providing diag- 
nostic services annually to 10,000 
patients who are medically indigent and 
suspected of having heart disease. This 
program is directly related to the prior 
heart disease categorical under which 
local health departments subcontracted 
with the state department to provide 
diagnostic services. 

2. Purchase of Drugs. Providing drugs to 
medically indigent rheumatic fever 
patients and maintaining a rheumatic 
fever registry. In 1975, there were 13,000 
medically indigent patients receiving 
these drugs; the rheumatic fever registry 
reported 28,000 for the same year. 

3. Diabetes Detection. Screening for diabe- 
tes and referral to physicians for subse- 
quent diagnosis and treatment. An 
estimated 40,000 unknown diabetics 

reside in Tennessee with approximately 
15,000 persons being screened annually 
for diabetes detection. 

4. Training of Public Health Personnel/ 
Accredited. Training in changing methods 
and techniques within the public health 
field. Approximately 35 state public 
health employees are annually involved in 
learning necessary new skills. The pro- 
gram is related to the prior categorical, 
home health services, which trained pub- 
lic health nurses who provided home 
health services outside of local health 
departments. 

Partial 314(d) Funding Support 

5. Regional Services/Administration; Organ- 
izing and maintaining nine regional public 
health offices to coordinate local services 
with regional specialized services and to 
administer state-supported local pro- 
grams. The program is related to the 



categorical general health services which 
provided administrative services to the 
personnel in local health departments. 

Level o f  Support: 90.7% 

6. Multiphasic Screening. Detecting early 

cancer, heart, kidney, and other cata- 
strophic illnesses in the high-risk, low- 
income population. Approximately 3,600 
persons are screened annually. A portion 
of this activity i s  a carryover from the 
categorical cancer control which provided 
diagnostic screenings at the local level. 

Level o f  Support: 39.5% 

7. Community Mental Health Services: 
Adult Outpatient. Providing a full range 
of community-based mental health ser- 
vices to adults between the age of 18 and 
60 through 25 community mental health 
centers. This activity i s  essentially a con- 
tinuation of the prior mental health 
services categorical and it receives 100 
percent of the Department of Mental 
Health's 31 4(d) allocation. 

Level o f  Support: 9.8 % 

8. Local Health Services. The local health 
services program utilizes 71 percent of 
Tennessee's 314(d) allocation of funds 
for public health services. Funds are 
disbursed to local health departments 
pursuant to the previously discussed state 
formula. 

314(d) funds are used to provide 
direct health care services through nine 
regional offices and 95 county health 
departments. Services provided vary ac- 
cording to each health department's in- 
ternally established needs. 

Services supported by 314(d) funds 
include: 

immunizations, 
crippled children services, 
home health care, 
communicable disease control, 
environmental health, 
diagnostic screenings, 

family planning, and 
dental care. 

It is  at the local level, pursuant to 
communication between county health 
department and regional officials that 
decisions are made regarding utilization 
,of core staff (the $20,000 base funding 
from the' block grant) and allocations of 
state formula funds to specific activities. 
No conscious allocation or identification 
of 314(d) funds, which are included in 
the formula, i s  made by local health 
officials. 

Level of  Support: 9.5% 

The utilization of Federal funds in Tennessee has 
changed. Though the allocation formula has remained 
the same, the state has given the counties broad program 
discretion in the expenditure of the funds and the 
counties have financed new services because of this 
flexibility. 

PLANNING, ADMl NISTRATION, 
AND EVALUATION 

This section presents the experience of Tennessee in 
terms of ten basic Federal requirements pertaining to the 
31 4(d) block grant. 

Planning Requirements 

In the state of Tennessee, the basic planning require- 
ments have been met only in part. 

Provide services in accord with the adopted 314(a) 
Comprehensive Health Plan of the state. The 314(a) 
Office of Comprehensive Health Planning has not com- 
pleted state plan recommendations to assist in the 
allocation decision for the 314(d) funds. There is no 
adopted state comprehensive health plan. Therefore, the 
314(a) agency does not take the lead in determining 
statewide public health or mental health needs for 
possible 314(d) funding. 

Specify the extent to which services to be provided 
are directed at public health areas of high priority, are of 
high quality, and will reach people in local communities 
in greatest need of such services. For the bulk of the 
314(d) funds in public health, state priorities are not 
formally set. Rather the funds are passed by the 



Department of Public Health to county health depart- 
ments to support local services. The funds are expended 
according. to local discretion, but no formal priority 
setting i s  required of local health units. Priorities are 
informally established by county health department 
directors in cooperation with regional officials who 
convey broad objectives established by the Department 
of Public Health. The remainder of 314(d) funds, 
approximately 25 percent, are allocated to eight opera- 
tional programs administered on a statewide basis. These 
programs are selected on the basis of informal priorities 
established by the commissioner of public health and his 
staff. 

This dual approach has been used to meet the 
requirement that the 314(d) funds will reach people in 
local communities according to their needs while simul- 
taneously allocating some of the total funds tostate high- 
priority areas. The dual approach was deliberately 
selected by the commissioner of public health in the 
1968 fiscal year at the beginning of block grant funding. 

For the expenditure of 314(d) funds in mental health 
beyond the designation of 314(d) funds for adult 
outpatient services of community mental health centers, 
priorities have not been formally set for mental health 
services by the Department of Mental Health. Twenty- 
five of the 30 mental health centers receive an equal 
share of the 314(d) appropriation, which the centers 
may use at their own discretion so long as the funds are 
restricted to the adult outpatient services category. The 
department now plans to allocate all funds available 
through 314(d) to geriatric services. In this event, 
centers with either no geriatric staffing or those with a 
planned geriatric program ready for expansion will 
receive additional funding under the new state priority 
in mental health. 

Consider the comments o f  state 314(a) and regional 
314(b) comprehensive health planning agencies in pre- 
paring the resource allocation to services in the 314(d) 
state plans. The Tennessee Department of Public Health 
has not systematically considered the comments of the 
314(a) Office of .  Comprehensive Health Planning in 

annually reviewing the 314(d) resource allocation plan 
for services to be provided with 314(d) block grants. As 
a division within the Department of Public Health, the 
office does review and comment upon the overall public 
health budget before it i s  submitted to the legislature. 
No specific review of the allocation of 314(d) funds is 
undertaken, however. 

The 31 4(b) areawide comprehensive health planning 
agencies, which are coordinated by the Office of 
Comprehensive Health Planning, also do not consistently 

review 314(d) expenditures although there is occasional 
comment through the A-95 review process. These 
omissions have been in part offset by the fact that the 
commissioner of public health serves as the chairman of 
the 314(a) policy board and is, therefore, aware of the 
long-range planning concerns of the 314(a) agency and 
board as they may relate to service funding proposals. 
There i s  no formal coordination method with the 
Department of Mental Health and i t s  independently 
developed and reviewed mental health 314(d) allocation 
plan. 

Allocate funds so that public health services are 
significantly strengthened in various political sub- 
divisions of the state (including the funding of other 
public or non-profit private agencies to assure maximum 
participation of local, regional, and' metropolitan agen- 
cies. The 31,4(d) funds in Tennessee have been channeled 
into the county health departments and the regional 
public health offices. Other public agencies and non- 
profit private agencies (with the exception of the 
non-profit community mental health centers) have not 
been fund recipients under the 314(d) allocation. 

Define health services to be provided in terms o f  
specific objectives. The 31 4(d) state plan documents for 
both public health and mental health the services to be 
provided so as to meet specific objectives. The state 
department of health i s  currently seeking to administer 
the 314(d) and other programs through use of these 
objectives at the regional level. Beyond the requirement 
that 70 percent of 314(d)-supported services must reach 
the local level, the department has not altered i t s  broad 
objectives for service delivery. This is  attributable to the 
fact that the block grant is neither considered to be a 
new source nor significant level of funding. The state 
Department of Mental Health is  not currently using the 
service objectives to supervise the local administration 
services in the community mental health centers. 

Provide for the review and modification of the 314(d) 
state plan(s) as appropriate on an annual basis by the 
state health agency and state mental health agency. 
Major allocation changes since the initial 1968 plan 
occurred in 1970 when the Federal allocation formula 
increased the state's funding levels. Both state plans were 
revised at that time and reviewed by the governor and 
Federal officials. Since 1970, the revisions to both plans 
have occurred internally in the two departments, re- 
sulting in minor modifications. 



Administrative Requirements. 

In Tennessee the three basic administrative require- 
ments have been met. 

Provide for the state administration or state super- 
vision of local administration of the funds by the state 
health agency and state mental health agency. The 

Department of Public Health provides for the state 
management of some of the health services funded under 
section 314(d) and for state supervision of local 
administration of the  bulk of the 314(d) funds passed 
through to regional and local health departments. The 
Department of Mental Health provides for the state 
supervision of local administration of the local com- 
munity mental health centers in the expenditure of 
mental health 314(d) funds. 

Assure that block grant funds will not be used to 
replace other non-Federal funds. The Department of 
Public Health has assured that the block grant funds will 
not supplant other non-Federal funds. A maintenance of 
financial support is established at a constant level by the 
counties to obtain the blended state and Federal funds 
for public health. This blend includes the 314(d) fund 
allocation to individual counties. In the mental health 
program, there is  no assurance that Federal funds will 
not displace local funds. 

Require recipient agencies utilizing 314(d) funds to 
participate in the costs of the supported services. Under 
the Department of Public Health's requirement of 
maintaining a constant level of local support, the 
recipient counties and their public health departments 
are automatically required to participate financially in 
the provision of the 314(d)-supported services, although 
a specific percentage of matching funds is not required. 
In the mental health program, there are no local 
matching requirements for the 314(d), funding share. 
However, the 314(d) funds are only a minor portion of 
the total budget of each community mental health 
center. 

Evaluation Requirement 

In  Tennessee, neither the Department of Public 
Health nor the Department of Mental Health have fully 
met the evaluation requirement. 

Provide methods of evaluating the performance of 
activities carried out with 314(d) funds. The evaluation 
requirement has been met in part by the Department of 

Public Health through current efforts to establish and 
utilize nine regional public health offices to evaluate 
services against objectives at the regional level. By 1975, 
this effort was partially operating in four of the nine 
regions where the objectives of the 314(d)-funded 
services among all public health services have been 
determined. 

Mental health' services attributable to 314(d) funds 
have not specifically been evaluated although the objec- 
tives for the mental health services have been developed 
at the state level within the mental health 314(d) state 
plan. However, all programs of each mental health center 
are evaluated at least annually by a Tennessee Depart- 
ment of Mental Health evaluation team. 

CHANGES ATTRIBUTED TO THE 
BLOCK GRANT PROCESS 

From the Tennessee case study, a comparison may be 
made of the 314(d) block grant utilization with categor- 
ical health grants. The comparison that follows high- 
lights the.eight-year experience in Tennessee. 

Tennessee was utilizing the full array of nine categor- 
ical grants when those grants were merged into the block 
grant by P.L. 89-749. The total level of funding to 
Tennessee from those categoricals to the first block 

grant increased by only 4 percent. 
There is  a contrast and change in the Federal regional 

role as perceived in Region IV  vis-a-vis Tennessee. 
Categorical grants required detailed plan submissions to 
the Federal regional officials stimulating a close techni- 
cal relationship between Federal and state staffs respon- 
sible for the planning, administration, and evaluation of 
fund usage. With the 314(d) block grant, the detailed 
health and public health services presented in nine 
separate grant applications to Federal officials were 
merged into the two 314(d) state plan documents (one 
for public health and one for mental health). These 
documents provided much less program detail. From this 
point, tracking the former categorical funds became 
difficult for Federal regional officials. 

Beginning in 1970, Federal regional officials annually 
approached the state officials of Tennessee with a 
checklist derived from the Federal regulations which was 
applied to the current 314(d) state plan. From that 
point, the changed Federal-state relationship can be 
characterized as that of the Federal regional office 
providing technical assistance to Tennessee at the state's 
request, rather than performing monitoring and plan and 
program evaluation functions required under the pre- 
vious categorical grants in public health and mental 
health. The Federal office does, however, conduct a 



regional review of a programmatic nature which can 
result in the modification plans, or utilization, or 
expenditures of 314(d) funds by Tennessee and other 
states. However, the nature of this and the checklist 
review does not permit Federal officials to assess the 
various states' interest in and capacity to undertake 
block grant assisted programs or evaluate their success. 

Federal officials in the Atlanta Region IV  office now 
find i t  difficult to either monitor or evaluate the specific 
effects of the block grant mechanism. They feel the need 
to have more specific detail on the use of 314(d) funds 
in the states - including Tennessee - not for purposes 
of controlling the use of the funds, but to defend and 
improve 314(d) block grant utilization within the region. 

State public health and mental health officials do not 
see the 314(d) block grant in Tennessee as a new funding 
concept except in terms of simplified grant application 
requirements. As an example, in correspondence, it i s  
sometimes referred to as the "314(d) categorical funding 
program." 

The mix of services provided with block grant funds 
has substantially changed since the advent of the block 
grant in Tennessee, especially during the state's 1968 
fiscal year when block grant funding began. State 
officials see the change as due to the Federal require- 
ment that a minimum of 70 percent of the block grant 
funds support the delivery of local services within 
communities. However, the block grant i s  not reported 
to have altered the use of other Federal categorical 
programs. State officials in Tennessee perceive a vast 
simplification in block grant planning and administration 
compared with the demands of the  prior categorical 
planning and administration. 

Major planning efforts accompanied the preparation 
of Tennessee's initial 314(d) plan and its revision in 
1970, which accommodated receipt of an additional 
$338,000 in Federal funds. Thereafter the 314(d) plan 
has not been significantly altered by either public or 
mental health officials. 

The establishment of statewide priorities for both 
public health and mental health services has been 
accomplished by passing at least 70 percent of the  
314(d) block grant to the local health units to be used at 
their discretion. In mental health, 25 community centers 
are the recipients of 314(d) funds, and, in public health, 
the funds are disbursed to 95 county health depart- 
ments. Other public health priorities are reflected in the 
allocation of approximately 29 percent of the block 
grant to state-administered programs. 

The state Department of Mental Health began to 
address the establishment of state priorities for use of 
314(d) funds in 1973. It has been unable to trace direct 

effects of block grant funding, due largely to the small 
amount of 314(d) funding available to the community 
mental health centers. 

State public health officials of Tennessee feel that the 
emphasis on public health services has changed signifi- 
cantly since the initial receipt of 314(d) funds in FY 
1968. Changes are not ascribed entirely to the 314(d) 
block grant mechanism. However, the changes which are 
attributable to the shift from categorical to block grants 
are in areas of administration and decentralized service 
delivery; baseline funding of the 95county network of 
local health departments; and the capacity to support a 
program of health care services both at state and local 
levels. These emphases have been encouraged, not 
mandated, by state officials to guide regional and local 
314(d) fund utilization. Consequently, state influence in 
health service program composition has diminished since 
the advent of the block grant. 

At the regional and local public health levels, im- 
portant differences are perceived between Federal 
categoricals and the block grants. Block grants are 
strongly preferred, primarily because they are more 
flexible than prior categorical grants, both program- 
maticall y and administratively. 

By 1975, eight years after the initiation of the 31 4(d) 
block grant to Tennessee, the state has moved away 
from funding more than half of the original Federal 
categorical services in public health. The state has taken 
advantage of the block grant flexibility to partially 
redefine the services to be provided with block grant 
support. 

Most importantly, the bulk of 314(d) funds are 
reallocated under a state formula to county departments 
of public health for use at their own discretion. For this 
major proportion of the funds (71 percent), state 
priorities are not imposed on the local level. Local public 
health officials agree that the state and Federal funds 
they receive from the state formula (including the 
314(d) funds) are unrestricted and are successfully 
applied to locally determined needs. 

Categorical grants in public health are considered very 
restrictive in use and administrative aspects. One local 
respondent indicated that as much as 80 percent of 
Federal 314(d) money goes toward service delivery while 
nearly half of the categorical money was sometimes 
spent in administration. Categoricals caused replication 
of effort in that special staff were usually retained to 
deliver each component of the categorical services. The 
more flexible 314(d) funds allow public health gener- 
alists to be retained who can provide services in a wide 
range of public activities. 

Effectiveness of categoricals i s  also limited in that 



some public health programs may not be accepted in the 
community, either due to the feelings of an admin- 
istrator, local officials or a group of potential service 
recipients. On the  other hani, flexible 31 4(d) funds can 
be shifted to meet local priorities. The 314(d) block 
grant was also cited by local health officials as a valuable 
tool in filling in public health gaps which existing 
categorical grants did not reach. 

Most local respondents favored folding all public 
health categoricals into the 314(d) block grant. Special 

programs such as speech and hearing programs for the 
handicapped were considered appropriate for retention 
of a separate identity, because skilled staff are needed to 
provide these services. 

The chief benefit of the block grant's flexibility in 
meeting localized needs is  seen in the  improvement of 
medical services provided in rural areas. This has 
occurred in Tennessee through the extensive upgrading 
of home health services in many rural counties since 
1968, as one example. Improvement of home health 
services has enabled private physicians to spend more 
time on direct medical needs rather than providing home 
services that convalescent care nurses now provide under 
the doctor's direction. 

As a result, according to local health officials inter- 
viewed, there are fewer of the chronically ill in hospital 
beds. They are now treated at home equally well. 
Hospitals are cited as being less crowded, and doctors are 
spending less time traveling to see those patients once 
they leave the hospital. This i s  important in rural areas 
where formerly as much as half of a physician's day was 
spent in travel to see remotely located patients. The 
former Federal categorical grant in home health care 
would have achieved the same effect had adequate 
funding levels been available locally. 

The 314(d) block grant mechanism is not considered 
to have stimulated either renewed interest by state 
legislators or the general public in increasing local and 
state support for public health and mental health 
programs of Tennessee. The 314(d) plan documents 
from their inception were not widely reviewed or 
generally discussed. No new state funds have been 
allocated for use specifically under the 314(d) state plan 
although these funds have been used in new areas of 
public health service while state funds have been used to 
continue former categorical programs. 

A t  the local level, where the 314(d) dollar is not 
separately identified as a part of the state and Federal 
funds, officials report that new local funding support 
from the counties has occurred occasionally. State 
Department of Public Health policy requires each 
county to continue i t s  public health funding support at a 

constant level. As new or expanded local public health 
problems arise, counties have sometimes expanded spe- 
cific programs which are also Federal and state 
supported. In the eight-county region examined in this 
research, on1 y two counties had increased local funding 
support to respond to increasing local need beyond the 
funding availabilities of the state allocation to the 
counties. 

The matching requirements of the block grant pro- 
gram have not created fiscal or management problems 
for the Department of Public Health. This is  due to the 
fact that 314(d) funds comprise but 12 percent of 
Tennessee's overall public health budget. A t  the local 
level where 31 4(d) funds are not separately identifiable, 
matching also presents no fiscal difficulties since 
counties are required to contribute at least an equal 
amount as the previous year for their public health 
budget. 

Federal, state, regional, and local comparisons be- 
tween the previous categorical grants and 314(d) block 
grant usage in Tennessee have resulted in a consensus on 
several areas. 

Lack of direct involvement of either the 
governor or the state legislature in the 
block grant mechanism under section 
314(d). The state legislature has never 
shown interest in the 314(d) state plans. 
Neither have they appropriated 314(d) 
funds with conscious knowledge of their 
existence. The legislature has generally 
exhibited an approval of the  overall goals 
of the public health program in Tennes- 
see, and it has not involved itself with the 
appropriation of funds to specific pro- 
grams, which it considers to be a function 
of the executive. 

Any major change in the allocation of 
funds to, or within, the State of Tennessee 
has been reviewed by the governor over a 
mandatory 45-day period but the gdv- 
ernor has not instituted changes to the 
suggested allocation. Additional state 
support to the Department of Public 
Health is attributed to independent ef-  
forts of the department, not the block 
grant mechanism. 

Absence of national priorities under the 
314(d) block grant mechanism in contrast 
to the clear priorities (by Federal funding 
levels) of the previous categoricals. This 



change is  viewed at state, regional, and 
local levels as the major benefit of the 
314(d) block grant. The state Departments 
of Public Health and Mental Health have 
not taken steps to set and implement 
state priorities in lieu of the fading 
Federal priorities. 

Low level of involvement of Federal 
officials in the state planning, admin- 
istration, and evaluation of the 314(d) 
block grant in contrast to the Federal 
role with prior categoricals. This i s  con- 
sidered as a desirable change by health 
and mental health officials within the 
state. Federal regional officials agree as to 
the desirability but feel the need to 
document the 31 4(d) program in Tennes- 
see so as to be able to more effectively 
provide assistance when requested to do 
so. 

Low Federal funding of the 314(d) mech- 
anism that severely limits i t s  utility in 
Tennessee in terms of allowing for sys- 
tematic planning, administration, and 
evaluation. Officials generally agree that 
the low level of funding since the pro- 
gram's beginning has prevented the de- 
velopment of a systematic approach to i t s  
planning, administration, and evaluation. 
On the local level, those county health 
officials who are cognizant of 31 4(d) 
funds believe them to be a helpful sup- 
plement to their programs. However, they 
feel the sums received under the block 
grant are not sufficient in amount to 
warrant a separate budgeting and evalu- 
ation procedure. 

One area of concern lacking common agreement 
among state, regional, and local public health officials, 
state mental health officials, or state and regional 
comprehensive health planners is: 

Allocation of a high proportion of 31 4(d) 
funds to counties of high identified need. 
The state allocation formula i s  relatively 
insensitive to specific health or mental 
health patterns in individual counties, so 
that local, regional, and state public health 
officials are continuously making fine 

adjustments to the state allocation to 
achieve a greater degree of equity. 

SUMMARY AND CONCLUSIONS 

The utilization of 314(d) funds in Tennessee has in 
part met Congressional intent. However, the planning 
and evaluation of block grant-supported activities had 
not effected the systematic approach to the delivery of 
public and mental health services envisioned by the  
Partnership for Health Act. 

Public and mental health officials have allocated the 
bulk of the block grant to local health departments and 
community mental health centers. This has resulted in 
more than 70 percent of 314(d) funds providing services 
at the community level. Since the funds are used at the 
discretion of local health officials, increased flexibility in 
the administration of Federal funds has resulted. This 
flexibility has been both administrative and program- 
matic. 

Although there has been a change of emphasis from a 
preventive orientation to actual service delivery, the 
314(d) block grant has not resulted in innovation. 
Neither has it served to stimulate additional local or 
state expenditures for the provision of public health 
services. 

State budget procedures have treated the block grant 
as state funds. As a result, when county health depart- 
ments receive their allocation pursuant to the  state 
formula, 314(d) funds are not an identifiable component 
of local public health activities. Beyond the use of the  
formula, there i s  no assurance that block grant funds are 
used in communities of greatest need. 

The block grant i s  treated as state funds because of i t s  
relatively low proportion of the total state and Federal 
public health budget and because it is not considered a 
new source of funding. 

As a result, the block grant mechanism has not 
effected a systemwide approach to the delivery of public 
and mental health services in Tennessee. 

The various Federal, state, regional, and local agencies 
involved in the planning, administration, and evaluation 
of the  314(d) block grant have not operated in a 
coordinated manner. Rather, each agency has responded 
autonomously to immediate problems associated with 
the block grant. In addition, neither government, the 
private sector, nor public interest groups have played a 
role in planning for the administration and utilization of 
31 4(d) funds. 

The state Departments of Health and Mental Health 
have planned for the allocation of the funds without 
long-range guidance from the state's comprehensive 



health planning agencies - 314(a) or 314(b). The two 
state service delivery Departments of Public Health and 
Mental Health have then provided services in multi- 
county regions of the state which are separately defined 
by each department. Neither service delivery nor health 
objectives have been coordinated. 

The Federal regional office of the U.S. Department of 
Health, Education and Welfare has been hampered in 
evaluating the services provided by the decreasing 
Federal requirement for program details. 

Key state policy officials, such as the governor and 
the state legislature, have not become involved in 
evaluating the services provided or in altering the 
allocation of 314(d) funds. The block grant mechanism 
has had no effect on the power position of elected chief 
executive or legislative officials. Nor has it had any 
effect on the political climate at the community level. 

Tennessee has met the planning requirements for the 
314(d) block grant only in part. State plans and planning 
recommendations required by section 314(a) and 
314(d) are not linked. The 314(d) allocations over the 
past eight years have not included funds to other public 
or private non-profit agencies -except for the com- 
munity mental health centers of the state. The 314(d) 
state plans (prepared in 1970) for both public health and 
mental health have set broad service objectives but have 
undergone l i t t le  modification since their initial prepara- 
tion. 

Tennessee has met the administrative requirements to 
provide for the state administration and state supervision 
of local utilization of the 314(d) funds; assure local 
contributions towards the cost of 314(d)-supported 
services; and assuring that the 314(d) do not replace 
other non-Federal funds. 

Tennessee is also working to develop a regional 
management system in its Department of Public Health 
which will include an evaluation of 314(d)-supported 
services in terms of the objectives of the individual 
services provided. Decentralization of service delivery 
through the creation of nine public health regions has 
been partially created. While the flexibility of 314(d) 
funds has complemented this decentralization, the block 
grant mechanism i s  not considered to be a cause of such 
regionalization. 

In conclusion, a shortcoming of the  Tennessee 
approach is  that actual changes and improvements to the 
state and its local jurisdictions are not documented, nor 
is  there a history of systematic evaluation of 314(d)- 
supported services. The advantages of the Tennessee 
administration and utilization of the block grant are that 
the bulk o f  31 4(d) funds are allocated expeditiously and 
utilized at the community level pursuant to the dis- 
cretion of local health officials with a minimum of  
Federal or state intervention. 





Texas 

Allocation and utilization of 314(d) funds in Texas 
involve two separate approaches and attitudes of state 
public health and mental health authorities. This study i s  
an examination of these two approaches and their 
implementation both in FY 1968, when block grant 
funds were first received, and in FY 1975, when current 
state actions for the provision of public and mental 
health services were reflected. In addition, the effect of 
the transition from categorical to block grants in FY 
1967 and FY 1968 is analyzed. 

Allocation and administration of 314(d) funds in 
Texas involve the following: 

Executive Department (Budget Liaison); 
State ~e~islature (Legislative Budget 
Board); 
Department of Health Resources; and 
Department of Mental Health and Mental 
Retardation. 

The Departments of Health Resources and Mental 
Health and Mental Retardation are autonomous units 
charged with the responsibility of delivering public 
health and mental health services, respectively. Budget 
officials in both departments work closely with officials 
from both the executive and legislative departments in 
preparing bi-annual public and mental health budgets 
(the legislature in Texas convenes every two years). 

The Texas Department of Health Resources (DHR) 
was organized in FY 1975. Formerly it was known as 
the Departmeqt of Health. The department i s  operating 
under the control of the Board of Health Resources. The 
board, which has the authority to operate the DHR, i s  
composed of 18 individuals appointed by the governor. 
I t s  executive director is the deputy director of DHR (the 
director will serve this function when that position, 
currently vacant, i s  filled). 

The Department of Health Resources is  the imple- 
mentation arm of the board. Though it operates under 
the aegis of that group, the DHR i s  at present a policy- 
maker and implementation agent. It is the staff of the 
department which sets priorities for, and directs the flow 
of, 314(d) funds for public health in Texas. 

The Bureau of State Health Planning and Resource 
Development is the planning body for the department, 
and it establishes broad policies and comprehensive 
public health goals for DHR. The bureau, which serves as 
an advisor to the DHR, receives input on public health 
goals and objectives from the state Health Coordinating 
Council. The council i s  authorized by statute to perform 
this function. It i s  composed of both consumers (at least 
60% as mandated by statute) and health service pro- 
viders. I t s  members are also appointed by the governor. 
The council was established in response to the National 
Health Planning and Resources Development Act of 
7974. 

The Bureau of State Health Planning and Resource 
Development contains the staff of the former 314(a) 
agency, the governor's Office of Comprehensive Health 
Planning. This office, when it was operating, never 
established a comprehensive plan for health services in 
Texas, nor exercised real policy-making power over 
public health decisions in general, or 314(d) funds in 
particular. It no longer formally exists. The office has 
been merged into the bureau, which performs the 
comprehensive health planning functions of a 314(a) 
age nc y . 

There are 24 314(b), areawide comprehensive health 
planning agencies in Texas. Five of these, located in the 
larger metropolitan communities, are supported jointly 
by Federal and local funds. The other 19 have staffs of 
one person supported by moneys allocated pursuant to 
section 31 4(a) of the Partnership for Health Act. These 
planning agencies were established for the purpose of 
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evaluating the public health needs of areas in which such 
determinations had previously not been undertaken. 

Table I sets out the organizational structure for the 
planning and delivery of public health services in Texas. 

Priorities for 314(d) block grant usage have been 
established by the Department of Health Resources. 
Decisions concerning the disposition of these moneys and 
other state and Federal funds are made through the 
budget process by the staff of the department. Neither 
the 314(a) agency nor the old state Board of Health 
played a significant role in decisions concerning 314(d) 
funds. 

The Texas state legislature has traditionally had a 
strong role in formulation of the state's public health 
budget. This input does not, however, specifically 
concern 314(d) funds which have been used in con- 
junction with state revenues to support the delivery of 
public health services. The Legislative Budget Board is 
able to identify the 314(d) funds when it confers with 
DHR budget officials in preparing the public health 
budget for presentation to the full legislature, but the 
block grant has never been considered by the legislature 
to be a separate source of funding for these activities. 

Public health services in Texas are delivered in two 
primary manners. There are 69 local health departments 
serving 76 counties and five cities, covering approxi- 
mately 80 percent of the state population. In addition, 
the state's 254 counties are divided into ten public 
health regions which provide health services to 178 
counties which do not have local health departments. 

The 69 local health departments operate indepen- 
dently of the Department of Health Resources. How- 
ever, the departments are recipients of both 314(d) 
benefits and state moneys, and as a prerequisite of such 
receipts, they must meet certain state-imposed require- 
ments, related to staffing, budget, and program plans. 

Public health regions in Texas are oriented toward 
serving the basic health needs of those areas of the state 
without formal organization for local health service 
delivery. Region 7, activated on May 1, 1970, with total 
support from 314(d) funds, was the first to become 
activated. To date, six public health regions are opera- 
tional, and by September 1976, decentralization of the 
Department of Health Resources, with the addition of 
four regions, was scheduled to be completed. 

Expenditures of 314(d) funds by DHR have con- 
stituted a basic continuation of both allocation and 
utilization patterns followed during the years of prior 
Federal categorical grants. The block grant has been 
directed to support ongoing operational programs of the 
department which provide both statewide services and, 
in part, fund staff of local health departments. 

As i s  the case in public health, ultimate responsibility 
for planning and delivery of mental health services 
delivery i s  vested by statute in the Texas Board of 
Mental Health and Mental Retardation. The board is  
composed of nine individuals appointed by the governor. 
Policy making and implementation i s  carried out by the 
Department of Mental Health and Mental Retardation 
(DMHMR). That body is responsible for the adminis- 
tration of 28 state-operated mental health institutions 
which include eight hospitals; 11 schools for the 
mentally retarded; three human development centers; 
and other institutions such as local mental health and 
retardation centers. 

Table 2 depicts the organizational structure for the 
planning and provision of mental health services within 
the state. 

Priority setting and allocation of block grant expen- 
ditures is  primarily the responsibility of the Division of 
Community Services which reviews projected 31 4(d) 
allocations with DMHMR's Budget and Finance Division 
and representatives of the Legislative Budget Board. The 
Division of Community Services provides legally man- 
dated support for 27 organized community MHMR 
centers and other departmental local facilities. 

Mental health services in Texas are provided in two 
ways. First, 27 community centers deliver services in 
those areas where the centers are formally organized. 
The centers become functional as local government 
officials and members of the community join together 
for the establishment of a local board of trustees to 
operate a community center. When this legislatively 
mandated procedure i s  completed, the center becomes 
eligible for state grant-in-aids and other state-adminis- 
tered Federal moneys to support their operation. 

Although community centers are not program- 
matically administered by the Department of Mental 
Health and Mental Retardation, they must, nevertheless, 
comply with the DMHMR's rules and regulations govern- 
ing the operation of centers. These and certain audit 
requirements are a prerequisite for receipt of state 
grant-in-aid moneys. 

The second way in which mental health services are 
delivered is through state-administered MHMR facilities 
and local institutions. The bulk (64.4% in FY 1975) of 
314(d) expenditures have gone to support local facilities 
with the goal that such facilities will eventually become 
a part of the state grant-in-aid network for delivery of 
mental health services. 

For mental health, Texas is divided into ten service 
regions which are coterminous with the Department of 
Health Resources' regions. Unlike public health, how- 
ever, there are no regional offices with staff to coordi- 
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nate and deliver mental health services. Instead, a mental 
health region is  considered operational when there i s  
present a .community center in the area which has 
contracted with DMHMR to receive grant-in-aid moneys. 

The following section describes in detail the state's 
allocation process and profiles i t s  use of the public 
health and mental health 314(d) block grants since FY 
1968. In addition, the section describes the changes that 
have taken place as the funds changed from categorical 
grants to block grants. 

BLOCK GRANT ALLOCATION 
AND USE 

This section discusses the Texas administration of 
314(d) funds in two broad phases: (1) Federal to state 
allocation and (2) state and local relationships for 
suballocation and utilization of block grant funds. 

Federal to State Allocation 

In FY 1968 Texas received $3,012,800 in 314(d) 
funds, $2,560,900 for public health and $451,900 for 
mental health.* 

Immediately prior to the block grant program, in FY 

-- 

*Information obtained from Bureau of Supporting Services, 
Texas Department of Human Resources. 

1967, Texas was the recipient of $2,746,960 under the 
nine Federal categorical health grants. 

With the receipt of block grant funds, Texas bene- 
fited from an increase of $265,840 or 9.7 percent in 
Federal funding for public and mental health programs 
in FY 1968. Between the Texas' FY 1968 and FY 1971, 
the annual allocation to Texas increased by approxi- 
mately $1,382,770. This increase resulted both from a 
readjustment of the Federal formula and the inclusion of 
the tuberculosis categorical grant in the 314(d) national 
allocation. Since then, block grant allocations to Texas 
have remained at approximately $4.4 million. Table 3 
depicts the total annual 314(d) allocations to Texas 
since the beginning of the block grant program. 

314(d) block grant funds are considered by both 
public health and mental health authorities in Texas to 
be an integral portion of their activities. The Department 
of Health Resources considers the funds, which totally 
support 31 5 salaried positions, valuable for their flexible 
and comprehensive nature. The moneys have been used 
to support both the department's regionalization pro- 
gram and as an aid to local health departments through- 
out the state. The Department of Mental Health and 
Mental Retardation has used the funds to support 
administration of local services both through intra- 
departmental activities and direct financiar aid to 
communities. 

The 31 4(a) agency in Texas, the governor's Office of 
Comprehensive Health Planning, consistently played an 

Table 3 

The 314(d) Block Grant Allocation 
to Texas for Fiscal 

Years 1968 - 1975" 

Public Health Mental Health Total 

"Based on information provided by Bureau of Supporting Services, Texas Department of Human Resources and Division of 
Community Services, Texas Department of Mental Health and Mental Retardation. 



insignificant role in the allocation of block grant funds. 
The thrust of its activities was to provide technical 
assistance to the 24 314(b) agencies in providing basic 
health planning throughout the state. As a result, both 
the DHR and DMHMR have had major policy-making 
authority in deciding how to allocate 314(d) funds. 

The legislature in Texas has characteristically played 
an active role in the preparation of the health budget for 
the state. However, in both public and mental health, 
this participation has not reflected a conscious know- 
ledge of 314(d) funds. 

In preparing i t s  public health budget, the Department 
of Health Resources receives input from both the 
governor's office and the Legislative Budget Board. The 
board, which consists of key members of the legislature, 
confers extensively with staff of DHR's Bureau of 
Supporting Services in preparation of the public health 
budget. Interviews with department staff indicate, how- 
ever, that the board, which reports an appropriations bill 
to the full legislature, does not particularly consider the 
block grant to be a separate source of Federal funding, 
although 314(d) funds are separately identified in the 
DH R budget. 

In mental health, the legislature has an even slighter 
involvement with 314(d) funds, which are directed to 
the DMHMR's Division of Communtty Services to be 
suballocated. The block grant becomes a part of the 
mental health budget after community services officials 
coordinate their budget request with the Division of 
Budget and Finance. The entire budget then i s  reviewed 
by the commissioner and passed on to the Board of 
Mental Health and Mental Retardation, which in turn 
presents its request to the Legislative Budget Board. 
Significantly, the budget which is  presented to that 
group does not contain 314(d) funds - they are listed 
separately from other state and Federal moneys to be 
allocated for the provison of mental health services. 

Therefore, although the legislature can separately 
identify block grant funds for both public and mental 
health early in the budget process, i t  has never been 
involved with allocations of 314(d) funds in particular. 
All decisions for allocation of block grant funds are 
instead made within the Departments of Health Re- 
sources and Mental Health and Mental Retardation. 

State Provision of Public Health Services 

In Texas, there is  no agency with overall authority for 
allocating moneys to the various human resources pro- 
grams carried out by the state.Thus, the Departments of 
Health Resources and Mental Health and Mental Retar- 
dation are autonomous units with separate responsi- 

bilities (exercised for their respective boards) for the 
administration and utilization of 31 4(d) funds. 

Although the two departments administer the block 
grant pursuant to priorities which have been internally 
and informally established, the pattern of allocation and 
utilization of 314(d) funds is  different for the DHR and 
DMHMR. They will be discussed separately. Analysis i s  
presented for publ'ic health in terms of FY 1967 under 
the Federal categorical grant system, FY 1968 when 
block grants became available, and FY 1975, the most 
recent year for expenditure of 314(d) funds. For mental 
health, analysis i s  presented in terms of FY 1966, 1967, 
1968, and 1975. 

The Department of Health Resources allocates 314(d) 
funds in the same manner today as it did in FY 1967. 
The block grant is  allocated to the operational programs 
of the DHR which are administered by the department's 
deputy directors of five divisions - health maintenance; 
preventable diseases; special health services; admin- 
istrative services; and environmental and consumer 
health protection. I t  was the decision of the director and 
his deputy.directors to basically continue prior Federal 
categorical programs utilizing 314(d) moneys. The de- 
cision was based on the belief that these programs were 
efficiently serving public health needs on the local level. 

There i s  no formal priority setting for expenditures of 
314(d) funds. The block grant is allocated just as other 
Federal and state moneys are - through the budget 
process. The public health budget is designed pursuant 
to broad priorities established by the director of the 
department and i t s  five deputy directors. The input 
provided by the deputies is  based upon their discussions 
with the bureau chiefs in their respective divisions. 

Of the five deputy directors, the key actor in the 
314(d) allocation process i s  the representative of health 
maintenance. This division is ultimately responsible for 
the administration of the programs which are the major 
recipient of 314(d) funds - the public health regions; 
programs in cancer and heart disease and laboratories; 
and the 69 local health departments throughout the 
state. As a liaison to local health departments and 
regional administrators and program officers, he i s  
cognizant of community health needs. Thus, 314(d) 
funds are allocated pursuant to priorities which are 
established on the basis of input informally generated 
through the hierarchy of the public health structure in 
Texas. 

The Department of Mental Health and Mental Re- 
tardation allocates blockgrant moneys to the Division of 
Community Services which is charged with the responsi- 
bility for suballocating the 314(d) funds. The amounts 
so disbursed are the bulk of the 314(d) mental health 



allocation in FY 1975, 79.5 percent. The major excep- 
tion is  that salaries of the four division assistant deputy 
directors of the divison are totally funded by the block 
grant. 

In recent years, the Division of Community Services 
has allocated 314(d) funds to three programs - a data 
analysis system which serves local mental health facilities 
and the 27 established community health centers; 
contractual services, which either initiate or support 
activities such as counseling services and outreach 
programs in communities without established com- 
munity health centers; and the expansion of programs in 
such centers. 

Priorities for allocating 314(d) funds are formulated 
informally by the staff, assistant deputy directors, and 
deputy director of the Division of Community Services. 
I t  has been the policy of the Department of Mental 
Health and Mental Retardation to strengthen and make 
mental health services more accessible throughout the 
state. The basic strategy has been to use the block grant 
as "seed money" to initiate or support services in 
communities which have not yet become organized as a 
part of Texas' grant-in-aid community centers. 

Decisions regarding which communities are in greatest 
need of these "bridging services" are based upon the 
staff's knowledge of each locality and citizen input. 
Three of the four assistant deputy directors of the 
division spend approximately two-thirds of their time 
travelling the state, determining areas of high priority, and 
providing technical assistance to communities in devel- 
oping programs and budgets for mental health services. 
Since these activities predate the block grant mechanism 
and are oriented toward the development of indepen- 
dent MHMR centers throughout the state, the staff of 
the Division of Community Services are particularly 
attuned to local mental health needs. 

In addition, staff personnel utilize citizen input in 
deciding what areas should receive314(d) moneys. This 
input i s  usually initiated by representatives of local 
citizen boards who approach division personnel with 
requests for financial aid in creating or expanding mental 
health services. 

Citizen boards are organized at the community level, 
usually at the initiation of local elected officials - 
county judges or state legislators. There is, however, no 
indication that local citizen boards are particularly 
cognizant that they are requesting a portion of the 
division's 314(d) block grant allocation. 

Public Health Utilization of 314(d) Funds 

The advent of the block grant program in FY 1968 

brought no change in the utilization pattern of expen- 
ditures of Federal funds for the provision of public 
health services by the Department of Health Resources. 
The programs supported by prior categorical grants were 
continued in their entirety. These programs have been 
retained to the present time. 

One departure from the DHR's utilization pattern of 
314(d) funds occurred in FY 1971. When Texas received 
an increase of $1.38 million due to the readjustment of 
the Federal allocation formula, i t  budgeted $240,000 
(22 percent of the increase) for total funding of the core 
staff of i t s  first public health region. The 314(d) funds 
now support approximately one-half of the salaries of 
the Region 7 staff. 

Table 4 presents the expenditures of both the prior 
categorical and block grant funds for the years 1967, 
1968, and 1975. Analysis of that data indicates that 
314(d) funds provide public health services through 
statewide operational programs of the department and 
through the support of salaries of staff of both regional 
and local health departments throughout the state. 

The activities which are major recipients of 314(d) 
funds in FY 1975 are described below. They represent 
both statewide operational programs, which provide 
services to the local level (cancer and heart, laboratories, 
and home health) and programs which support the staff 
of local health officials (Region 7 and local health 

departments) and are the recipient of 85.4 percent of 
Texas' 314(d) allocation. These are discussed in terms of 
public health problems addressed; amounts of 314(d) 
funds used in support of services provided; and percen- 
tage of 314 funds allocated to provide public health 
services. 

Bureau of Laboratories. The DHR labora- 
tory performs analysis of specimens in 
the fields of bacteriology, serology, para- 
s i tology, entomology, and virology. 
Services are provided to regional labora- 
tories and private physicians. This pro- 
gram also includes workshops and 
training programs for laboratories 
throughout Texas. 
Level of Support: $609,173 
Percentage of 374(d) Allocation: 16.6% 

Home Health Services. This activity seeks 
to encourage local agencies and insti- 
tutions to establish or expand home 
health agencies by providing consultation 
on the local level on formation and 
operation of such services. 



Public Health Regions 
Nutrition Services 
Cancer and Heart 
Chronic Disease 
Dental Health 
Laboratory 
Local Health Services 
Public Health Nursing 
Local Health Departments 
Communicable Disease 
Tuberculosis Control 
Nursing and Convalescent 
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Home Health Services 
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General Services 
Public Health Education 
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Occupational Health 
Wastewater Tech. & Surv. 
Employee Benefits 

Total 
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Public Health Expenditure Pattern Transcending 
Categorical Grant and 314(d) Block Period 
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Level o f  Support: $1 48,876 
Percentage o f  314(d) Allocation: 4.1 % 

Cancer and Heart. DHR staff operate 
screening clinics for the detection of 
cancer and heart disease. There are SO of 
these clinics throughout the state. The 
activity also entails the operation of 
educational programs to publicize the 
dangers of cigarette smoking. 
Level o f  Support: $341,515 
Percentage o f  374(d) Allocation: 9.3% 

Public Health Region 7 - Core Staff. 
31 4(d) funds provide approximately 50 
percent of the core staff of this regional 
office. Region 7 serves 36 counties in 
eastern Texas, 24 of which do not have 
organized health departments. It was 
originally activated with impetus of 
314(d) moneys. 

Region 7 was the first of Texas' public 
health regions to be activated. DH R's 
predecessor, the Department of Health, 
had made plans for several years to 
decentralize health service delivery 
throughout Texas. The state legislature 
authorized public health regions in 1969 
through a rider to the appropriation bill, 
but did not provide funds to complement 
the regional concept. When additional 
314(d) funds became available to Texas 
for FY 1971, health department officials 
were able to convince the legislature to 
authorize $240,000 of the $1.38 million 
increase for the creation of Public Health 
Region 7 in May 1970. 

Regional office responsibilities include 
the provision of public health services 
through the administration of Depart- 
ment of Health Resources operational 
programs and Federal categorical 
programs. 

The core staff supported by 314(d) 
funds are a public health physician; 
public health nurse; a public health den- 
tist; administrators; clerks and secretaries; 
sanitarians; a public health veterinarian; 
and public health inspectors and en- 
gineers. 
Level o f  Support: $241,294 
Percentage of 314(d) Allocation: 6.6% 

Local Health Departments. 314(d) funds 
provide the salaries of approximately 300 
staff personnel located throughout the 
state's 69 local health departments. The 
staff who are actually on the DHR 
payroll serve a broad range of locally 
determined health needs. In isolated 
instances, physicians have been salaried. 
Other positions include public health 
nurses (50%), clerks (20%) and sanitarians 
(30%). 314(d)-supported staff are utilized 
in general support of the overall public 
health programs of local health depart- 
ments, whose activities include: 

Tuberculosis Control, 
Adult Health Services, 
Immunizations, 
Family Planning, 
Dental Health Services, 
Public Health Education, 
Veneral Disease Control, 

Comparison of 314(d) Expenditures 
by Category for Provision of 

Public Health Services in Texas* 

Percentage of 314(d) 
Category Expenditures* 

Cancer and Heart 
Laboratory 
Home Health 
Local Health 
Departments 

Public Health 
Regions 

Employee Benefits 
Sanitary Engineering 
Occupational Health 
Other 

Total 100.0% 100.0% 

'Based on information from Bureau of Supporting 
Services, Texas Department of Human Resources. 



Table 6 

Mental Health Expenditure Pattern 
Transcending Categorical and Block Grant Period 

State of Texas 
Fiscal Year 1966 - Fiscal Year 1975" 

Mental Health Expenditure Categorical Grant 314(d) Block Grant 

Salaries and Administration 
Community Services Division 

Projects and Workshops 

Program Analysis and Statistical 
Research 

Development of Services in Areas 
Without Organized Mental Health 
Centers 

Aid to Mental Health Centers 

Manpower 

Other 

Total 

Amount Percent Amount Percent 

44.0% 

42.3% 

12.0% 

1.7% 

100% 

Amount 

$1 36,857 

$ 58,603 

$430,962 

$ 26,383 

$ 15,993 

$668,800 

Percent 

20.5% 

8.8% 

64.4% 

3.9% 

2.4% 

100% 

'Based on information provided by the Division of Community Services, Texas Department of Mental Health and Mental 
Retardation. 

Child Health Services, 
Crippled Children Services, 
Chronic Disease Services, 
Water and Sewage Systems, and 
Food, Milk, and Meat Sanitation 

Level of Support: $1,784,731 
Percentage of 374(d) Allocation: 48.8% 

The above expenditures represent a utilization pat- 
tern of Federal funds for public health services that has 
existed under both prior categorical and current 314(d) 
block grants. This is reflected by Table 5. The Depart- 
ment of Health Resources has maintained this pattern 
under the more flexible block grant program because it 
feels i t  is the most effective means of addressing the 
public health needs of the state in light of the fact that 
DHR otherwise has no legal authority directly to 
disburse funds to local health departments to be used at 
their discretion. In addition, the support of personnel in 
local health departments enables state officials to remain 

attuned to local needs and exercise a degree of admin- 
istrative control over local health departments which are 
not otherwise programatically controlled by the DHR. 

Mental Health Utilization of 314(d) Funds 

The Department of Mental Health and Mental Retar- 
dation, unlike the Department of Health Resources, did 
not maintain a stable utilization pattern for expenditures 
of Federal funds as the transition was made from 
categorical to block grant. 

Under the mental health categorical program, the 
bulk of Federal funds was used to support the staff of 
the Community Services Division. in FY 1966,87 percent 
of the moneys provided salaries for four psychiatric 
social workers and one public information consultant. 
Thirteen percent was utilized, in part, to support 
projects and workshops in local mental health facilities. 
Projects varied from being short range - essentially 
seminars and workshops carried out on the local level 
which examined both mental health problems and the 



intricacies of administering a mental health facility - to 
long range - supporting part of the salaries of psycholo- 
gists and psychiatric social workers.* The 1967 utiliza- 
tion pattern of the mental health categorical grant was 
essentially the same, both in scope of services and 
amounts expended. 

Table 6 presents the expenditures of Federal mental 
health funds in FY 1966, 1968, and 1975. 

In response to the block grant requirement that 70 
percent of all 314(d)-funded activities provide mental 
health services on the community level, emphasis for the 
expenditure of Federal funds has been shifted to support 
the direct delivery of mental services to the community 
level. Since FY 1968, such activities have comprised a 
majority of the allocated 314(d) funds, and they reached 
a level of approximately 68 percent in FY 1975. This 
percentage does not reflect data processing services 
provided to local facilities and community centers by 
program analysis and statistical research, which docu- 
ments patient flow and types of mental health services 
delivered. This program was initiated in 1970 by the 
DMHMR and has continued to date. The emphasis on 
local service delivery i s  also reflected by the fact that 
salaries of the Community Services Division staff are no 
longer a major portion of the state's 314(d) mental 
health allocations. 

As the network of grant-in-aid community health 
centers (operated pursuant to legislative mandate by 
local boards of trustees) has become more established 
and secure in i t s  operation, 314(d) funds have been 
shifted from the support of local facilities not contained 
within the state grant-in-aid system. In FY 1975, 64.4 
percent of the block gant allocation was utilized for this 
purpose. 

Discussions with DMHMR staff indicate that block 
grant funds have been an invaluable tool in the establish- 
ment of the state's grant-in-aid network of community 
mental health centers. The funds are considered to be 
directly responsible for the establishment of the 27 
community centers in that they provided both financial 
and moral support to local communities to organize 
systems of mental health services delivery. 

The DMHMR utilization of block grant funds for FY 
1975 i s  presented below. 314(d)-supported activities are 
presented under the broad categories of community level 
services and administrative services. Description i s  pro- 
vided in terms of problems addressed; expenditure of 
314(d) funds; and percentage of 314(d) funds allocated 
to provide mental health services. 

*Information provided by Division of Community Services, 
Texas Department of Mental Health and Mental Retardation. 

Community Level Services 

1. Development of Services in Areas With- 
out Organized Health Centers. Com- 
mu ni  ty mental health and mental 
retardation services receive 314(d) funds 
which are considered "bridging services." 
These services begin through local initia- 
tive in areas of population too small to 
support a full community MHMR center; 
they are locally supported and staffed by 
the areas' resources to the extent pos- 
sible. To supplement local and available 
state resources, contracts are established 
with DMHMR for the receipt o f  314(d) 
funds. 

Contractual services result in a wide 
array of activities such as out patient 

clinics, general counselling, and outreach 
programs which refer patients to partici- 
pating hospitals. In addition, staff person- 
nel such as psychiatrists, clinical 
psychologists and psychiatric social 
workers are often supported by 314(d) 
funds. 
Level o f  Support: $430,962 
Percentage o f  374(d) Allocation: 64.4% 

2. Aid to Community Mental Health and 
Mental Retardation Centers.The program 
supports less established grant-in-aid 
community centers which are in need of 
supplemental funding. In FY 1975, all 
suballocations in this category were di- 
rected to the Grayson County MHMR 
Center. As is the usual case, 314(d) funds 
provide salaries to staff personnel and 
support in part fees paid to private 
physicians who render services to the 
center. 
Level o f  Support: $26,383 
Percentage o f  314(d) Allocation: 3.9% 

Administrative Services 

I .  Program Analysis and Statistical Re- 
search. 314(d) funds support data pro- 
cessing and analysis activities carried out 
by this program. Documentation is main- 
tained in order to ascertain the progress 
DMHMR i s  making in expanding mental 
health services throughout the state. 



Both grant-in-aid community centers 
and local facilities receive the data pro- 
cessing services of the program, which 
documents patient flow in mental health 
facilities throughout the state; type of 
treatment provided; and amount of time 
expended per patient and service pro- 
vided. 
Level o f  Support: $58,603 
Percentage o f  314(d) Allocation: 8.8% 

2. Community Services Administration. 
314(d) funds provide the salaries and 
benefits to the four assistant deputy 
directors of the Community Services Di- 
vision. The division is  responsible for the 
administration of the state grant-in-aid 
program and enforcement of the rules, 
regulations, and standards for community 
NHMR centers and administration of 
statecontracted community level ser- 
vices. Its duties also include the evalua- 
tion of community mental health services 
in Texas. 
Level o f  Support: $1 36,857 
Percentage o f  3l4(d) Allocation: 20.5% 

PLANNING, ADMINISTRATION, 
AND EVALUATION 

This section describes the use and administration of 
314(d) funds by Texas in relation to ten Federal 
requirements pertaining to the  block grant. 

Planning Requirements 

In  Texas, basic planning requirements have been met 
in part. Internal setting of priorities and objectives for 
314(d) expenditures has been undertaken, but require- 
ments concerning the involvement of 314(a) and 314(b) 
agencies have not been complied with. 

Provide services in accord with the adopted 314(a) 
Comprehensive Health Plan of the state. The governor's 
Office of Comprehensive Health Planning was, until 
recently, the 314(a) agency in Texas. It has now been 
disbanded, and i t s  functions .are performed by the 
Bureau of State Planning and Health Resource Develop- 
ment contained within the Department of Health 
Resources. 

For most of the period in which the block grant has 
been in effect, there was no 314(a) health plan. In 1974, 

a plan was completed. However, i t  is not comprehensive 
in effect. No statewide documentation or analysis of 
health needs was undertaken. Rather, the plan i s  a 
compilation of individual area health needs as docu- 
mented by the 24 314(b) agencies throughout Texas. 

Following receipt of data collection by 314(b) 
agencies, the governor's Office of Comprehensive Health 
Planning formulated a list of specific issues to be 
addressed in programmatic terms. d ow ever, no specific 
means of implementation were recommended. 

Discussions with the former acting director of the 
31 4(a) agency revealed that the agency viewed its role as 
one of providing guidance to the 314(b) agencies 
throughout the state in order to provide basic health 
planning services to areas which previously had none. 
Particular emphasis was given in those areas to collection 
of data and a study of methods to address health needs. 

This emphasis on providing basic local health plan- 
ning services explains the lack of a statewide analysis in 
the current 314(a) plan. There is, as a result, no 
comprehensive 314(a) plan by which 314(d) expendi- 
tures for either public or mental health services can be 
evaluated. 

Specify the extent to which services to be provided 
are to be directed at public health areas of high priority, 
are of high quality, and will reach people in local 
communities in greatest need of such services. The 
public health services supported with 314(d) funds are 
essentially the same as those funded by the prior Federal 
categorical grants. The Department of Health Resources 
decided to continue these categorical programs because 
i t s  director and five deputy directors fe l t  they were valid 
activities which address the public health needs of Texas. 

There has never been a formal statewide priority 
setting process carried out by the DHR. Priorities have 
always been established by the director's office utilizing 
input from various program officers. This informal 
process has been coordinated both with staff officials 
serving as liaison to local health departments and with 
those personnel who coordinate priorities with regional 
administrators and regional program officers. 

For FY 1975, the department, pursuant to legislative 
mandate, has established a program budget process. 
Allocation of 314(d) moneys along with other Federal 
and state moneys, i s  now made after both an examina- 
tion of specific program objectives and an analysis of the 
alternative methods which could be employed to achieve 
those objectives. 

314(d) funds provide public health services both 
through the operational programs of the department on 
a statewide basis and through funding of salaries of staff 



in the regional offices (predominantly Region 7) and the 
69 local health departments throughout the state. All 
such allocations are now made pursuant to the program 
budget process. 

In the allocation of 314(d) funds to support salaries 
of local health departmental staff, the department seeks 
to provide services in areas of greatest need. For FY 
1975, 48.8 percent of the block grant i s  so utilized. The 
designation of specific categories of personnel and of 
particular levels of support to local health departments 
was made originally by the department on an informal 
basis. It was essentially an evaluation of the needs of 
each department. Over the years of the block grant, 
salaried positions have tended to be continued each 
budget period. 

The Department of Mental Health and Mental Retar- 
dation has consistently allocated the major portion of 
the block grant for the purpose of providing mental 
health services to communities which do not have 
operational mental health centers (for FY 1975, such 
expenditures constitute 70.65% of DMHMR's 314(d) 
allocation) or to such centers in the earlier years of their 
operation which were in need of supplemental funding. 

There is no particular criteria or priority setting 
process by which the department decides what com- 
munities are of greatest need. Rather, staff of the 
Division of Community Services utilize citizen input and 
their knowledge of the state's mental health needs to 
determine the localities with which to contract in order 
to support community-based mental health services 
utilizing 314(d) funds. 

Consider the comments of state 314(a) and regional 
314(b) Comprehensive Health Planning agencies in pre- 
paring the resource allocation to services in the 314(d) 
state Plan(s). For Texas there i s  no separate 31 4(d) plan 
for public health services. This has been the case ever 
since the Department of Health, Education, and Welfare 
approved the simplified state plan process by which 
314(d) plans could be incorporated by reference to state 
documents and administrative procedures. 

Therefore, the governor's Office of Comprehensive 
Health Planning did not review a 314(d) plan. In fact, 
only in one instance did the office review the total 
public health budget for Texas. However, the 314(a) 
agency did, in the past, review copies of the Department 
of Health Resources' (and i t s  predecessor, the Depart- 
ment of Health) 31 4(d) budget requests. 

The review and comment process had been made 
difficult by the fact that there was no formal contact 
between the 31 4(a) agency and the department. Rather, 
the agency reported directly to the governor's office, 

which characteristically minimized the role of a 314(a) 
agency and showed no interest in comprehensive plan- 
ning for health service delivery. However, now that the 
responsibility for statewide comprehensive health plan- 
ning has been assigned to the Bureau of State Planning 
and Health Resource Development (an advisor to the 
director of health resources), more communication 
between health services planners and providers may 
result. 

For mental health services, the Department of Mental 
Health and Mental Retardation prepared a 314(d) plan 
in 1968. This task was performed by the Division of 
Community Services. The 314(d) plan for mental health, 
a flexible, goal-oriented document, has remained essen- 
tially unchanged since the adoption of the simplified 
state plan process in FY 1970. 

There was almost no review of this plan by the 31 4(a) 
agency, which maintained minimal contact with the 
DMHMR. Informal communication was accomplished, 
however, through the fact that the former commissioner 
of the department was originally a director of the 
governor's Office of Comprehensive Health Planning. 

Similarly, there has been no formal comment and 
review process undertaken by the state's 314(b) agencies 
in regard to 314(d) expenditures. Their activities have 
been largely confined to the collection of data and 
documentation of local health needs in particularized 
areas of Texas. 

Allocate funds so that public health services are 
significantly strengthened in various political sub- 
divisions of the state (including the funding of other 
public or private nonprofit agencies to assure maximum 
participation of local, regional, and metropolitan agen- 
cies). For public health there is  no direct pass through of 
314(d) funds to political subdivisions. A significant 
portion (48.8% in FY 1975) of the block grant i s  used, 
however, to totally support the salaries of local health 
departmental staff. Recipients are local units of govern- 
ment. There are no private non-profit agencies receiving 
this service. 

For mental health, 314(d) funds are used to strength- 
en services in localities without community mental 
health centers. Contracts are made with both local units 
of government and private non-profit agencies for the 
provision of counselling services and outreach clinics. 

Define health services to be provided in terms of 
specific objectives. The Department of Health Resources 
budgets funds, both Federal and state, utilizing a 
management-by~bjective process. Each program is  
analyzed in terms of the public health problem it 



addresses; the objective to be accomplished; and me- 
thods of service delivery by which goals and objectives 
can be met. These objectives are determined by the 
deputy director of the department and various program 
officials. Allocations of funds are then made pursuant to 
this program budget process. 

The Department of Mental Health and Mental Retar- 
dation does not utilize specific objectives in i t s  allo- 
cation of 314(d) funds. Rather, the Division of 
Community Services has, in recent years, allocated the 
block grant with the broad objective of providing mental 
health services to areas which have no organized com- 
munity centers in order to eventually expand the 
department's grant-in-aid network. 

Provide for the review and modification of the 31 4(d) 
state plan(s) as appropriate on an annual basis by the 
state health agency and state mental health agency. 
Since the simplified state plan process came into effect, 
there has been no separate 314(d) plan for public health 
in Texas. Block grant expenditures are reviewed each 
year as a part of the DHR's regular budget process. In 
addition, alterations in the level of 314(d) funding 
sought by program officers must be accompanied by a 
formal budget revision request presented to the Bureau 
of Supporting Services. Following such a request, 314(d) 
expenditures are reviewed and modified in terms of a 
management-by-objectives analysis. 

The Department of Mental Health and Mental Retar- 
dation still has a 314(d) plan. However, i t  has not 
annually reviewed and modified the plan since the 
initiation of the simplified state plan. Nevertheless, the 
Division of Community Services prepares an annual 
progress report in which i t  analyzes activities supported 
by 31 4(d) funds. 

Administrative Requirements 

In the State of Texas, the three basic administrative 
requirements have been met. The administrative require- 
ments are: 

Provide for the state administration or state super- 
vision of local administration of the funds by the state 
health agency and state mental health agency. Although 
the 69 local health departments in Texas are not 
technically a part of a state-administered public health 
services program, they are required to meet certain 
regulations imposed upon them by the Department of 
Health Resources in order to qualify for receipt of state 
and Federal moneys, including staff positions funded by 
the 314(d) block grant. These requirements include: 

submission of a budget request on a 
standard DHR form which includes docu- 
mentation of local expenditures for 
public health and an evaluation of the 
percentage of time each staff member 
spends on activities; 
monthly reports of the activities carried 
out by the health department; and 
assurances that all personnel meet mini- 
mum state merit system qualifications. 

These requirements result in a significant degree of 
administrative control imposed by the DHR. In fact, one 
reason the department allocates 31 4(d) funds to support 
local health departmental staffs i s  to ensure this degree 
of control over the operation of local health depart- 
ments, which are otherwise not constrained by any 
programmatic guidelines of the DH R. 

Similarly, the Department of Mental Health and 
Mental Retardation imposes certain requirements upon 
the local governments and private non-profit agencies 
with which i t  contracts to provide mental health services 
supported by 314(d) funds. Among these prerequisites 
are that the recipient: 

f i le  quarterly budget reports and pro- 
grams narratives; 
maintain documentation of all patients 
treated; and 
operate a facility in accordance with the 
standards of case contained in the depart- 
mental Rules, Regulations, and Standards 
for community MHMR centers, where 
applicable. 

Assure that the block grants will not be used to 
supplant other non-federal funds. The Department of 
Health Resources does not supplant non-Federal funds 
in i t s  allocation of 314(d) block grants, either in 
operation of i t s  own programs or designation of 314(d)- 
supported salaries of local health departments. In fact, 
block grants comprise but 3.4 percent of a total public 
health budget of $108 million. The majority of that 
amount i s  comprised of state revenues. 

The Bureau of Supporting Services coordinates the 
budget requests for 314(d) funds within the department 
and ensures that state funds are not displaced by the 
block grant. This i s  accomplished by requiring each 
program officer in the department to submit an annual 
expenditure report with an assessment of the time spent 
on 314(d)-supported activities. On the basis of this 
information, bureau personnel are able to discuss the 



Texas matching share of 314(d) funds and maintain state 
spending at a level at least equal to that of the previous 
year. 

For mental health, the Budget and Finance Division 
of the DMHMR is responsible for ensuring that state 
maintenance of expenditures meets the necessary level. 
Recipients of 314(d)-provided services are required to 
match the Federal funds to the extent of their financial 
capability, but the 314(d) funds are actually matched on 
the departmental level prior to their allocation. 

Require recipient agencies utilizing 314(d) funds to 
participate in the costs of the supported services. Both 
the Departments of Health Resources and Mental Health 
and Mental Retardation require recipients of 31 4(d)- 
supported activities to contribute funds to the best of 
their ability. In  the case of public health, a 50-50 match 
i s  sought but not mandated. Both departments ensure 
that the block grant is matched by state revenues to the 
extent that local funds are unable to provide the 
necessary amount. 

Evaluation Requirement 
In Texas, this requirement has been met in qualita- 

tive, and in part, quantitative terms. 
The requirement for evaluation is: 

Provide methods of evaluating the performance of 
activities carried out with 314(d) funds. The Department 
of Health Resources in adopting a program budget 
process has begun to address this requirement more fully 
than has been done in the past. Although costs per 
capita for service delivery are projected, objectives of 
public health programs are still presented in relatively 
qualitative terms. As such, evaluation of 314(d)- 
supported activities can not be anticipated in terms of 
quantitative achievement of objectives. 

The Department of Mental Health and Mental Retar- 
dation has utilized the block grant with the broad 
objective of providing mental health services in com- 
munities without established treatment centers. Its 
program analysis and statistical research activities do, 
however, break service delivery down into unit costs. In 
addition, documentation of patient in-and-out flow, 
types of treatment, and time expended for treatment i s  
maintained. In this manner, DMHMR i s  able to evaluate 
relative increase and decreases in the provision of mental 
health services to the residents of Texas. 

CHANGES ATTRIBUTED TO THE 
BLOCK GRANT PROCESS 

change in the procedures for allocating Federal funds to 
provide for public health or mental health services in 
Texas. Neither has i t  effected an alteration of expendi- 
tures of Federal moneys by the Department of Health 
Resolrrces. The Department of Mental Health and 
Mental Retardation, however, has significantly changed 
i t s  utilization pattern in the transition from a categorical 
to a block grant. 

Both the DHR and DMHMR have retained their basic 
methods of allocating Federal funds. The 314(d) block 
grant passes through the normal budget process just as 
prior categorical funds did. Allocations are s t i l l  based 
upon a prioritization of expenditures which i s  an 
internal process. Priorities are decided upon informally 
by key staff officials charged with responsibility for 
allocating 314(d) funds. In the case of public health, the 
DHR has adopted a program budget which allocates 
both Federal and state moneys pursuant to stated 
objectives. However, this process, which just began in 
FY 1975, is a result of legislative mandate and not the 
presence of block grant funds and their accompanying 
Federal regulations. 

The Department of Health Resources has utilized 
314(d) funds, with one exception, to continue opera- 
tional programs which were in part supported by prior 
categorical grants. These programs provide public health 
services on the local level on a statewide basis - inuring 
to the benefit of local health departments and regional 
offices; they also provide the salaries of some 300 
employees working in local health departments.* The 
exception to this pattern is that Public Health Region 7 
initially received full suppport from the block grant in 
1971, and, to date, one half of the core staff i s  salaried 
by 314(d) funds. The block grant has also had no effect 
on the level of DHR's usage of present Federal categori- 
cal funds which i t  seeks to secure whenever they are 
available. 

The Department of Mental Health and Mental Retar- 
dation significantly altered its usage of Federal funds 
with the advent of the block grant. In order to provide 
70 percent of i t s  314(d)-funded activities on a com- 
munity level, the department changed i t s  emphasis from 
funding a central staff in the Community Services 
Division to providing direct mental health services to 
local areas of population throughout Texas. 

Both DHR and DMHMR consider the block grant an 
important portion of their work program. The DHR 
views 314(d) funds as a needed supplement to revenues 
designed to provide services to both local health depart- 
ments and regional offices. I t s  staff considers the funds 

The block grant mechanism led to no discernible *Information from Bureau of Supporting Services, TDH R. 
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to be the initiating source behind i t s  major innovation of 
recent years - the decentralization of public health 
regions. DHR officials feel, however, that the low level 
of funding provided under the block grant has con- 
strained the initiation of further innovative programs. 
DMHMR officials believe the block grant instrumental in 
expanding i t s  network of grant-in-aid community ser- 
vices to i t s  present level. 

For mental health, the block grant mechanism has led 
to an increased involvement between local units of 
government and state authorities, with local officials 
having increased participation in the mental health 
program of Texas. 31 4(d) funds, used as "seed money," 
have supported contractual "bridging services" which 
provide basic mental health programs where none pre- 
viously existed. The funds have, therefore, provided 
initiative to local communities eventually becoming a 
part of the state network of MHMR community centers. 

In public health, however, there has been almost no 
awareness on the local level of 314(d) funds. In fact, 
until the possibility arose this fiscal year that block grant 
moneys would be rescinded, local health officials viewed 
314(d) as a label under which certain staff personnel 
were provided by the state. Now, local officials are more 
aware of the block grant program, but they know very 
little about its purpose, scope, or administration by the 
Department of Health Resources. 

Department of Health Resources officials perceive 
that block grant funds have indirectly led to an increased 
involvement of the state legislature in the Texas public 
health program. Although the legislature is not speci- 
fically aware of 314(d) funds, i t  was the block grant 
which initiated operation of the state's public health 
regions. Following the activation of Region 7, the 
legislature has appropriated state funds to activate the 
other operational regions in the state. 

Both DHR and DMHMR officials feel that the block 
grant is  more flexible than the prior categorical grants. 
In particular, DHR officials cite the fact that they are 
able to shift 314(d) funds from one operational program 
to another, a practice which could not be undertaken 
with the prior categorical funds. 

Public health and mental health authorities in Texas 
feel that the block grant program has stimulated the 
expenditure, on state and local levels, of additional 
funds for the provision of health services. 

Department of Health Resources staff point to the 
activation of five public health regions subsequent to the 
organization of Region 7, supported originally in its 
entirety by 314(d) funds, as evidence of additional 
expenditures on the state level. The block grant is 
considered to be the impetus to the legislative appropria- 

tions for these regional units. There is  no documentation 
that the block grant has stimulated increased local 
financial participation. However, state officials perceive 
that an atmosphere has been created in which local 
officials are more cognizant of public health needs, and 
thus, more likely to appropriate additional funds to 
address these needs. 

The Department of Mental Health and Mental Re- 
tardation attributes a degree of the state grant-in-aid 
system's expansion to the block grant. It i s  felt that the 
expenditure of 314(d) funds on the local level has 
provided a good deal of initiative to local authorities to 
expand or initiate mental health services. 

The relationship between Federal regional officials of 
the U.S. Department of Health, Education and Welfare 
and the DHR and DMHMR has been significantly 
affected by the advent of the block grant. 

Under prior categorical grants, there was a more 
extensive interaction between DHR and Federal 
officials, who had significant input into the program- 
matic aspects of activities supported by Federal moneys 
This interaction consisted of HEW officials assisting in 
preparation of, and commentary upon, the operational 
programs of DHR. Since the adoption of the simplified 
state plan process, however, Federal participation in the 
Texas public health program has been minimal, con- 
sisting of the on-site review which i s  a part of that 
process. 

In mental health, the block grant initially resulted in 
increased contact between HEW officials and the Depart- 
ment of Mental Health and Mental Retardation. As was 
the case for public health, Federal officials had extensive 
input into the preparation and review of programs 
supported by 314(d) funds. Prior to that time, the 
Federal administrative role had been minimal since the 
DMHMR had utilized almost all of the Federal categori- 
cal grant for mental health to support the salaries of 
staff on the Division of Community Services. Under the 
simplified state plan, however, DMHMR has utilized an 
essentially unchanged 314(d) plan and has not sought 
input from Federal regional officials. Consequently, 
HEW contact with the Department of Mental Health and 
Mental Retardation has once again become minimal. 

SUMMARY AND CONCLUSIONS 

Responsibility for the allocation and utilization of 
the 314(d) block grant in Texas rests in public health 
with the Department of Health Resources and in mental 
health with the Department of Mental Health and 
Mental Retardation. Both departments set priorities 
internally for allocation of the block grant. Neither has 



significantly changed its policies for allocation of funds 
as the transition was made from categorical to block 
grants. 

Similarly, the Department of Health Resources has 
maintained a stable expenditure pattern for the 314(d) 
funds in utilizing the block grant to supplement opera- 
tional programs and to support the salaries of staff in 
local health departments across the state. The Depart- 
ment of Mental Health and Mental Retardation, how- 
ever, significantly changed its direction of 314(d) 
expenditures. The block grant has been shifted from 
support of central office personnel at DMHMR to the 
provision of direct mental health services on the local 
level for the purpose of expanding a statewide network 
of community centers. 

Allocation and utilization of 314(d) funds has not 
resulted in a coordinated approach to public health 
services delivery in Texas. In mental health, however, the 
block grant has reflected, to a limited degree, a system- 
wide approach in addressing the mental health needs o f  
the state. 

This effect i s  visible in the linkage between DMHMR 
officials and local governments in administration of the 
department's 314(d)-supported contractual services to 
areas without organized community centers. The pro- 
gram has resulted in increased local participation in the 
state's mental health activities and a communication 
between state (Division of Community Services) offi- 
cials, local government, and community-level citizen 
boards. 

In public health, Department of Health Resources 
officials cite the block grant as increasing the involve- 
ment of the state legislature in the public health program 
for Texas. This has occurred through 314(d) funding of 
Public Health Region 7, which is credited with giving 
impetus to the legislature's subsequent appropriation of 
state revenues to activate five more public health 
regions. 

These changes are, however, limited in scope and are 
not the comprehensive systemwide approach that Con- 
gress envisioned in the passage of the Partnership for 
Health Act. There has been no overall planning for 
health services delivery in Texas. Nor has there been 
citizen participation in the 314(d) program beyond the 
DMHMR's coordination of local input in its efforts to 
expand mental health services delivery. And, while the 
Texas legislature may well have taken an active interest 
in the establishment of public health regions, i t  is not 
conscious of 314(d) funds in its approval of either the 

state's public or mental health budgets. 
In addition, the state's 314(a) agency, prior to i t s  

being disbanded, played no role in the allocation of 
block grant funds, nor did i t  undertake comprehensive 
planning activities: i t s  thrust largely being to coordinate 
and guide the state's areawide planning agencies in their 
endeavors to assess local health needs in the com- 
munities they served. 

Both public health and mental health authorities have 
attempted to utilize 314(d) funds on the community 
level. In the case of public health, the Department of 
Health Resources addresses the 70 percent requirement 
through i t s  statewide operational programs and alloca- 
tion of almost 50 percent of i t s  314(d) funds to salaries 
of local health department staff. There i s  no assurance, 
however, that public health services are significantly 
strengthened in political subdivisions throughout the 
state or directed to areas in greatest need of such 
services. 

On the other hand, the Department of Mental Health 
and Mental Retardation provides mental health services 
on the state level (program analysis and statistical 
research) and on the local level (initiation or expansion 
of services in areas without community centers). These 
services represent in excess of 70 percent of the 
department's 314(d) allocation for FY 1975. 

Other planning requirements have been met by both 
the DHR and DMHMR. One significant exception is that 
neither public nor mental health 314(d) expenditures 
have been made in accord with the comprehensive health 
plan of a 314(a) agency; nor have comments on specific 
expenditures been obtained from 314(a) or 314(b) 
comprehensive health planning agencies. 

Evaluation and administration requirements for 
314(d) funds have essentially been met in Texas, 
although evaluation of services, particularly in public 
health, is not undertaken in quantitative terms. 

In sum, the block grant mechanism has not resulted 
in a significant departure by public or mental health 
officials in their allocation of Federal funds for health 
services delivery. Utilization patterns have remained 
stable for public health expenditures while 314(d) funds 
have increasingly been passed to local units of govern- 
ment and private non-profit agencies. However, 314(d) 
funds have been credited with providing initiative to the 
decentralization of health services through the creation 
of public health regions and the provision of mental 
health services to communities which previously had 
none. 





Virginia 
The commissioners of the Departments of Health and 

Mental Health and Mental Retardation administer two 
free standing state agencies which have not been 
consolidated into a unified department of health or 
human resources. Interagency coordination i s  achieved 
through the Office of the Secretary of Human Affairs. 
This gubernatorially appointed, cabinet-level position 
acts as coordinative unit for the two departments and 
nine other state health and human affairs commissions 
and agencies. The office is  not an umbrella agency; 
rather, the secretary serves the governor in an advisory 
capacity, addressing general problems and setting broad 
budgeting priorities in the field of human affairs. 

The Bureau of Comprehensive Health Planning, the 
state 314(a) agency, i s  a division of the Virginia 
Department of Health. The bureau serves as an advisor 
to the commissioner of the department and i t  establishes 
broad goals and objectives for the delivery of health 
services in Virginia. However, it has no policy implemen- 
tation authority and, although the Bureau reviews both 
the Departments of Health and Mental Health and 
Mental Retardation's budgets, it is not instrumental in 
setting priorities to guide utilization of 314(d) block 
grant funds. 

Table I depicts the relationships between the various 
Federal and major state agencies involved in the dis- 
bursa1 and utilization of 314(d) block grant funds in 
Virginia. 

Administration of the annual allocation of 314(d) 
funds within the Commonwealth of Virginia involves 
both the Department of Health and the Department of 
Mental Health and Mental Retardation. These state 
agencies receive and administer 85 percent and 15 
percent of the Virginia 314(d) block grant respectively. 

The Department of Health initially prepares, annually 
reviews, and recommends changes, if any, in the 314(d) 
expenditures for public health. The commissioner's 
office is  responsible for administration of the $1.64 

million current annual 314(d) allocation to public health 
in Virginia. 

Under existing policy set forth by the co" missioner P 
of health and approved by the state legislature in 
appropriating moneys for the public health budget, the 
current public health portion of the block grant ($1.64 
million) i s  incorporated in the Division of Local Health 
Services' part of the Department of Health's budget. 
314(d) funds are identified in the budget, but the 
legislature has never taken any specific action in regard 
to block grant moneys. 

State and local funds, in 1975, constituted approxi- 
mately $37 million, or 96 percent of the division's 
budget. Block grant funds provided the remaining 4 
percent. The maintenance of local level effort for 
Virginia i s  $16 million so that non-Federal public health 
expenditures are far in excess of the matching require- 
ments of P.L. 89-749. 

All 314(d) public health funds are allocated to local 
health departments in Virginia. State law provides that 
each city and each county may create and fund a local 
health department and that governing bodies of local 
health districts may enter into a contractual agreement 
with the Virginia Department of Health for the opera- 
tion of local departments. Further, these local health 
departments are authorized to administer services joint- 

ly. 
Consequently, the 136 Virginia local general purpose 

governments have created 38 multijurisdictional health 
districts for delivery of public health services. Budgeting 
of local funds and submission of requests for state 
support i s  carried out by each of the supporting local 
governments. They, in turn, make funds available to 
health districts or to their health department as appro- 
priate. Health departments may provide services or may 
join for the provision of services in a larger geographic 
area as a health district. 

There are eight areawide comprehensive health plan- 
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ning agencies in Virginia funded jointly by Federal and 
local moneys. Two are public agencies while six are 
private non-profit corporations. These eight agencies 
which cover more than 71 percent of the state's 
population are not linked formally to the state (a) 
agency, the Bureau of Comprehensive Health Planning. 

The eight 314(b) agencies are linked informally to the 
Bureau of Comprehensive Health Planning in that they 
file quarterly activity reports with the 314(a) agency for 
that agency to review. In addition, these 314(b) agencies 
receive consultation from the bureau on such matters as 
plan development, data maintenance, and project review. 
There is, however, no communication particularly in 
regard to the planning for utilization of 314(d) funds. 

Other areas of the state rely upon a similar network 
of areawide health planning agencies which operate 
without Federal funds as part of regional substate 
district planning agencies, which provide varying degrees 
of health planning and project review support. 

The Office of Community Mental Health Services in 
the Department of Mental Health and Mental Retar- 
dation initially prepares, annually reviews, and recom- 
mends changes, if any, in the expenditure of 314(d) 
funds for mental health services to the commissioner of 
mental health and mental retardation. Recommenda- 
tions for change are then presented to the state 
Comprehensive Health Planning Council for review. 

The council serves as an advisor to the Bureau of 
Comprehensive Health Planning, the 314(a) agency. It is  
composed of 51 percent consumers and health service 
providers who are appointed by the governor. In 
addition to setting broad policies for the Bureau of 
Comprehensive Health Planning, the council annually 
reviews the projected 314(d) expenditures of both the 
Departments of Health and Mental Health and Mental 
Retardation. 

Block grant funds allocated to the Department of 
Mental Health and Mental Retardation are commingled 
with the budgeted funds for the Office of Community 
Mental Health Services. Eighteen mental health clinics 
provide services to communities throughout the state, 
using 314(d) fund support. 

Virginia is shifting mental health clinic responsibilities 
from state to local control. State clinics have decreased 
from 38 to 18 during the past three years. The 314(d) 
block grant funds for mental health ($290,000 annually) 
available to the department are used in support of these 
clinics. Goals, objectives, and priorities for suballoca- 
tions of 314(d) block grant funds are established by the 
department and i t s  Office of Community Health Ser- 
vices. 

The Virginia case study includes sections providing 

information on the application of the state's planning, 
administration, and evaluation methods to influence the 
use of 314(d) block grant funds. A detailed account is 
given of the allocation and use of 314(d) funds by the 
state, including changing patterns of usage since the 
initial receipt of the funds in the state's 1968 fiscal year. 
The Virginia case study also includes an analysis of the 
impacts or changes in the delivery of public health and 
mental health services attributed to the use of the 
314(d) block grant. 

BLOCK GRANT ALLOCATION 
AND USE 

This section describes the State of Virginia's experi- 
ence in terms of the Federal to state allocation; state to 
localities allocation of the block grant; and utilization of 
314(d) funds. 

Federal to State Allocation 

For the Commonwealth of Virginia, the Federal to 
state allocation of 314(d) funds may be illustrated at 
three points in time. They are the following fiscal years: 

1968, when the first 314(d) allocation 
was received and disbursed by the state; 
1970, when the amount of the Federal 
allocation was increased by a revision of 
the Federal formula; and 
1975, and the current allocation o f  the 
314(d) funds. 

Under the initial Federal allocation formula, Virginia 
received a block grant sum of $1,307,700. Of this total, 
$1,111,500 was allocated to the Department of Health 
and $196,200 to the Department of Mental Health and 
Mental Retardation. At the time of the transition from 
categorical health service grants to the 314(d) block 
grant, Virginia was utilizing seven of the nine categorical 
grants replaced by 314(d) funds. Those not used were 
home health services and chronic illness and the aged. 
Interviews with staff at the Department of Health reveal 
that there was virtually no change in the level of Federal 
funds as a result of the transition from categorical to 
block grants. 

At the end of 1966, Federal categorical grants to the 
state for mental health were $143,253. With the shift 
from categorical funding, the Department of Mental 
Health and Mental Retardation began receiving mental 
health services block grant support at $196,200 for 
1968, an increase of 37 percent. Fund distribution did 



not change. The state network of mental health clinics 
was the recipient of the block grant support. 

In the 1970 fiscal year, the Federal allocation 
formula was adjusted to eliminate the rural weighting 
factor and a part of the tuberculosis control categorical 
grant was added to the 314(d) block grant to provide 
additional Federal funding. 

Virginia had been receiving tuberculosis categorical 
funds approximating $254,000 annually prior to 1970. 
When the categorical funds for tuberculosis control 
terminated in 1970, Virginia's 314(d) block grant 
increased to $2,010,700. 

Although application of the Federal to state alloca- 
tion formula resulted in small adjustments in the 
Virginia allotment between 1970 and 1975, the size of 
the annual grant declined slowly to $1,933,300 for FY 
1975. The following table summarizes the three bench- 
mark years and funding levels as provided by the Public 
Health Service, Region I I I and central office, Rockville, 
Maryland. 

The Virginia block grant recipient agencies review 
their overall departmental budgets with the Bureau of 
Comprehensive Health Planning and the Virginia Com- 
prehensive Health Planning Council. The Office of the 
Secretary of Human Affairs and the governor's office 
also review the annual budget requests, and the state 
legislature approves the entire budget for both public 
and mental health. 314(d) funds are identified in the 
budget, but the legislature has never taken an action 
specifically based on the presence of 314(d) funds. 

State to Localities Allocation - Public Health 

In Virginia, 314(d) block grant funds for public 
health are mixed with state-appropriated health services 
funds to be channeled to the 136 local health depart- 
ments in the state. State budget procedures treat block 

grant funds as state funds insofar as intradepartmental 
priority setting i s  concerned. The 314(d) funds are 
actually allocated to the Department of Health's Divi- 
sion of Local Services which, in turn, has responsibility 
to allocate them to local health units. 

To adequately explain the allocation of block grant 
funds by the Virginia Department of Health, an explana- 
tion of the nature of the state-local structure for public 
health services must be presented. Virginia's cooperative 
plan for the provision of public health services represents 
a partnership between state and local governments 
seeking to provide comprehensive health services to the 
people in the commonwealth. 

In 1954, the general assembly of Virginia passed 
enabling legislation for a system of local health depart- 
ments. It provided two things: first, for any county or 
city, or any combination thereof, to create a district 
health department; and, second, for the governing body 
of the district health department thus formed to enter 
into a contractual agreement with the state health 
department for the operation of the district health 
department. 

The local health director, recruited and employed by 
the Department of Health with the concurrence of the 
local governing body, is  the key individual in the 
operation of the partnership. He is responsible for the 
administration and direction of all health services and 
program activities within broad program standards and 
policies established by the state department of health. 

The contractual negotiations in creating and operat- 
ing the partnership are centered around the annual 
development of a budget for the local health district or 
department. The budget i s  initiated locally by the local 
health director in consultation with the local governing 
body. I t  i s  then presented by the local health director to 
the department of health for fund matching. 

Financial support of the local health department is 

Table 2 
Virginia 

314(d) Block Grant Fund Allocations 

Public Health 
Mental Health 

Total 1,307,700 2,010,700 1,933,300 



shared by the state and the locality under a formula 
based on the locality's ability to pay. Using the 
estimated true tax value of the locality at a certain date, 
the county with the lowest tax value supports 18 
percent of the operation of the local health department; 
the counties or cities with the highest value provide 45 
percent. The state, therefore, contributes no less than 55 
percent and no more than 82 percent to the operation of 
local health departments. 

Prior to July 1, 1954, financing for local health 
departments varied considerably due to numerous fac- 
tors such as size of area, density of population, number 
of personnel furnished, and local financial resources. In 
years past, when there were fewer local health depart- 
ments, the amount of state and Federal funds available 
for distribution tended to result in a state practice of 
requiring only a very small portion of the total operating 
budget from local sources. A reluctance on the part of 
many local areas to assume financial liability for local 
health services whenever i t  was possible to have these 
obligations met from state or Federal sources resulted in 
a relatively low percentage of the costs being borne by 
the localities. 

The many inequities that were apparent in the total 
amounts contributed locally toward the overall cost of 
operation of local health departments demonstrated the 
need for the development of a state formula to provide a 
more equitable and rational approach to the financial 
participation of the individual localities in the support of 
health departments. It was this rationale which served as 
an impetus to create legislation enabling a partnership 
arrangement between state health authorities and local 
units of government. 

An attempt to develop an equitable formula was the 
subject of considerable effort by various committees 
representing state and local departments of health during 
the two-year period prior to July 1, 1954. A formula 
evolved based upon the estimated true value of the 
locally taxable property in relation to the overall 
operating costs of the local health service. This formula 
was placed into operation July 1, 1954. 

The formula is particularly adaptable to the needs in 
Virginia and the centralized health department system, 
with the localities arranged in districts and each paying 
into the state Department of Health a calculated 
proportion of the cost of operation of local health 
services. The base calculation is determined from an 
estimate of the overall operating cost for the local 
department. These costs include the personnel consid- 
ered as permanent members of the local health depart- 
ment staff and those other factors concerned in the cost 
of operating a health department in a given locality. 

The formula embodies the principle of giving some 
advantage to those localities less able to pay and fixes 
the greatest financial burden on the wealthiest areas. In 
setting a standard of not less than 20 percent nor more 
than 45 percent of health department costs to be borne 
by local governments, consideration was given to the 
pattern of local appropriations in the past. A minimum 
local support level of 20 percent of department annual 
costs was established. Forty-five percent was fixed as the 
maximum appropriation expected from the wealthiest 
county. An effort was made to secure appropriations 
locally according to the formula, effective July 1, 1954. 
Considerable readjustment of local budgets was neces- 
sary for a number of localities. The Department of 
Health permitted localities to appropriate the full 
amount required locally over a period of one, two, or 
even three years as circumstances warranted. 

Since the fiscal year beginning July 1, 1957, each 
jurisdiction has been charged the exact percentage of the 
estimated cost of the budget for their local health 
department as determined by formula. This method of 
procedure i s  now a definite and fixed operational policy 
of the department. 

Each locality pays on the basis of the estimated true 
value of its locally taxable property as determined by 
the state Department of Taxation. This formula requires 
local participation of a maximum of 45 percent and a 
minimum of  20 percent of the total local health 
department budget. The locality with the lowest esti- 
mated true value is assigned 20 percent. 

During 1964, a joint study committee composed of 
officials of the League of Virginia Counties and the 
Virginia Municipal League was formed to review the 
workings of the formula percentage arrangement of 
determining local appropriations for financing local 
health department operations. This committee recom- 
mended: (1) revision of the formula percentages for all 
localities as often as possible in order to keep it current 
with the latest available estimated taxable values; (2) the 
percentage of the locality with the lowest estimated 
taxable value be reduced from 20 percent to 18 percent; 
and (3) an estimated value of $391,951,000 be used as 
the maximum estimated tax value for a locality in the 
formula while localities with estimated values above this 
figure be expected to contribute the  maximum percent- 
age (45%). These recommendations were subsequently 
adopted by the Department of Health. 

Application of the formula is  as follows: 

1. Each local health department or district 
director formulates a proposed budget for 
the upcoming fiscal year. Budget propos- 



als are submitted to the Department of 
Health. 

2. Department of Health staff aggregate the 
local health department budgets. Esti- 
mated 314(d) funds available to the state 
are added to the proportion of the local 
departmental requests to be provided by 
local funds - according to the formula. 
Funds needed to balance the local health 
department assistance part of the Depart- 
ment of Health budget are requested 
from the general assembly. 

3. Upon adoption of a state budget, the 
combined state funds and 314(d) funds 
are distributed to the 136 local health 
departments according to the match for- 
mula. There is no indication given to the 
local governments that block grant funds 
are included in this partnership support 
from the Department of Health. 

The local share is  earmarked to the Department of 
Health by the supporting local government(s) where it, 
along with block grant funds allocated to the state, i s  
considered as revenue to be appropriated by the state 
legislature. 

Through the enabling legislation which allowed the 
development of this partnership plan, every local govern- 
ment unit in the state has now contracted with the 
Department of Health for the operation of a local health 
department, and thus receives 314(d) funds. 

State to Localities Allocation - Mental Health 

In  Virginia, all 314(d) block grant funds allocated for 
mental health services annually by the U.S. Department 
of Health, Education and Welfare are directed to 
support of mental health clinics. The Department of 
Mental Health and Mental Retardation is  responsible for 
maintaining the clinic program element of the state's 
mental health services delivery system. 

The department i s  carrying out its policy which calls 
for the transfer of state-owned and operated clinics to a 
network of community-operated clinics. At the present 
time, 18 facilities remain under state ownership. These 
clinics are the recipients of the full amount of block 
grant funds. They are primarily found in rural areas or 
less populated communities. 

Operation of the state-owned clinics is  not supported 
exclusively by state and Federal funds. From the period 

when Virginia received categorical grant funds for 
mental health services, local support of clinics and 
services has been a part of departmental policy. In 1966, 
local funding accounted for more than a third of the 
community mental health services budget. By 1975, 
though, the total community mental health services 
budget had risen from $1,356,220 to $11,021,829 
during the nine years, local support was 15 percent of 
the total.* 

Allocation of 314(d) block grant funds to the state 
clinics is the responsibility of the Office of Community 
Services. Allocations are made to the clinics in propor- 
tion to their level of support. 

The Office of Community Services seeks to require 
50 percent local matching for the funding of state 
clinics. However, this policy is not rigid; and in some 
poverty stricken areas, state and accompanying 314(d) 
moneys support the entirety of mental health services. 
There are no specific criteria used to determine what the 
local capacity for support should be. This i s  determined 
in negotiations between local authorities and office staff 
who base their decision both on financial considerations 
and the feasibility of implementing programs projected 
for the clinic. 

Three allocations are included in the block grant 
allocation for categories without local support: clinics at 
the Medical College of Virginia and the University of 
Virginia, and a 1 percent deposit to the state merit 
system for administrative purposes. 

Determination of funding priorities has been set by 
the Office of Community Services to strengthen the 
statewide clinic network of pre-care and after-care 
mental health services. That emphasis has persisted 
through the period of categorical grant support to the 
present mix of block grant-state-local mix of funding for 
mental health facilities and services in Virginia. It has 
also been the policy of the department and office to 
utilize 314(d) funds either for the expansion of existing 
programs or support of new projects. 

In 1971, amended state legislation for delivering of 
mental health services in Virginia provided for formation 
of areawide, "Chapter 10," mental health boards to 
develop plans and priorities for community health. The 
boards are created by local units of government, and 
their members are appointed by local elected officials. 

"Chapter 10" boards negotiate directly with the 
Department of Mental Health and Mental Retardation 
for allocations of state funds. Prerequisites to receipt of 
such moneys are an adopted program and budget 

*Information provided by the Division of  Administration, 
Virginia Department of  Mental Health and Mental Retardation. 



approved both by the local governing body and 
DMHMR. 

Block grant funds made available to clinics between 
1971 and 1975 have been visualized as a means of 
stimulating and strengthening those new institutions. As 
they have reached a state of institutional and financial 
independence, state clinics have been transferred to local 
control. 

State funds, without block grant support, are chan- 
neled to 14 clinics now under local control which were 
transferred from state ownership during the past five 
years. 

State officials conclude that allocation and use of 
314(d) mental health funds channeled to clinics have 
facilitated the objectives of strengthening services and 
increasing responsiveness to local needs by allowing 
effective development of the community-centered policy 
mechanisms - the "Chapter 10" boards. 

Public and Mental Health Utilization 

Utilization patterns for 314(d) block grant funds have 
been relatively stable in Virginia. With one exception, in 
public health, the moneys have been used in the same 

manner throughout the 314(d) program. Similarly, uses 
of 314(d) funds for mental health services have not 
varied significantly. 

In fact, the transition from categorical to block grant 
funding had no effect on the Department of Mental 
Health and Mental Retardation's expenditure of Federal 
moneys. Community mental health centers have contin- 
ued to date to be the recipient of 31 4(d) funds. 

These clinics are able to use block grant funds at their 
own discretion. The Department of Mental Health and 
Mental Retardation only requires that expenditures be 
compatible with its broad objectives. There has yet to be 
a case, however, in which a clinic's program failed to 
meet these broad objectives. 

It i s  not possible to categorize mental health services 
provided by 31 4(d) funds, which are commingled with 
state moneys when allocated to the clinics. Discussions 
with staff of the Department of Mental Health and 
Mental Retardation reveal that community clinics pro- 
vide such a wide range of services, each particularized to 
the needs of an area, that they could not assess what 
services generally are funded in part by the 314(d) block 
grant. 

In the provision of public health services, too, the 

Administration 
Tuberculosis Control 
Nursing Homes 
Cancer Control 
Dental Health 
Radiological Health 
Health Education 
Laboratories 
Heart Disease 
Medical Rejectee 
Local Health Districts 

Table 3 

Public Health Expenditures 
of 314(d) Funds in the 

Commonwealth of Virginia, 
Fiscal Year 1968" 

Total $1,111,500 

State and Local Total 

$ 298,495 
726,750 

15,000 
198,475 
323.1 00 
58,530 
74,360 

547,610 
70,110 
25,000 

13,736,820 

$1 6,074,250 

*Table contained in Virginia Department of Health's FY 1968 31 4(d) plan. 



transition from categorical to block grant funding had 
l i t t le  immediate effect upon expenditure patterns. In FY 
1968, the first year of the block grant, the Department 
of Health received virtually the same amount of Federal 
funding as it had the previous year. Expenditures were 
made pursuant to a 1968 314(d) plan which utilized 
funds in the same manner and amount as had been done 
in FY 1967.* Table 3 presents these expenditures by 
category and i s  based upon information provided by the 
Bureau of Vital Records and Health Statistics of the 
Virginia Department of Health. It i s  followed by a brief 
discussion of the role of the 314(d) dollars in each 
category of health service. 

Administration. 314(d) funds were uti- 
lized to aid the Department of Health in 
providing overall administrative supervi- 
sion to assure localities of public health 
programs consistent with recognized cri- 
teria. 

Tuberculosis Control. Clinicians and 
nurses based in the central office main- 
tained a statewide network of regional 
chest clinics for diagnosis, treatment, and 
follow-up care of patients with tuberculo- 
sis. 

Nursing Homes. The primary responsi- 
bility of the staff based in the central 
office was to render actual services in 
upgrading nursing homes throughout the 
state and to maintain quality services for 
licensure and accreditation. 

Cancer Control. 314(d) funds in this 
program were utilized for three-day hos- 
pitalization for diagnosis of cancer; for 
collecting information at selected local 
hospitals for incorporation into a central 
cancer registry; and for a Pap smear 
cancer detection program available to 
indigent patients throughout the state. 

Dental Health. A locally rendered service 
program, which provided dental care to 
approximately 61,000 children, was sup- 
ported in part by the block grant. 

Radiological Health. Federal funds sup- 

*Information supplied by the Virginia Department of  Health. N o  
specific documentation available. 

0 

0 

0 

0 

The 

ported radiological health specialists who 
survey X-ray equipment in the offices c~f  
all practicing dentists in the state and in 
the various local health agencies, doctors' 
offices, and hospitals. 

Laboratories. Funds support the per- 
formance of tests on specimens sent in by 
the localities and local practicing physi- 
cians, with reports going back to the 
localities. 

Heart Disease. Block grants supported a 
program of eight clinics, located in medi- 
cal centers throughout the state, for the 
diagnosis and treatment of adult heart 
disease. 

Medical Rejectee. A special project was 
conducted to support personnel in two 
local induction centers to provide coun- 
seling and referral of medical rejectees. 

Local Health Districts. 314(d) funds were 
disbursed according to the departments' 
state-local partnership funding formula to 
be used for the general support of the 
programs of local health departments. 

314(d) plan for 1968-69 suggested that 97 
percent of the allocated funds would be used for direct 
health services, with 67.5 percent of the total going to 
local health districts. Administration and health educa- 
tion were the only activities regarded as those which did 
not directly provide improved health services to the 
people of the state. 

Following fiscal year 1968, the department's ex- 
penditure pattern of 314(d) funds changed significantly 
and has remained stable. Throughout the remaining 
years of the block grant mechanism from fiscal year 
1969 to date, 314(d) funds have been allocated to the 
Division of Local Health Services which channels the 
moneys in their entirety to local health departments to 
be used at the discretion of the recipient. Local health 
departments are, however, as partners with the Depart- 
ment of Health, required to meet basic program and 
administrative requirements of the department. 

Each local health department i s  staffed with a local 
health director and supportive staff of public health 
nurses, sanitarians, clerks, dentists, and home health 
aides. Personnel are responsible for providing the public 
health services which include: 



immunizations; 
a family planning; 
a maternal and child health services; 
a venereal disease control; 
a tuberculosis control; 

crippled children services; 
sanitary sewage disposal; 
food and water inspection; and 
restaurant sanitation. 

As was the case in describing the provision of mental 
health services, i t  i s  not possible to accurately assess 
what particular public health services are provided by 
the 314(d) funds. Table 4, prepared by the Department 
of Health staff, reflects a breakdown of 314(d) expend- 
itures for FY 1973. These were obtained by listing every 
program contained within the local health services 
budget and prorating the percentage contribution of 
314(d) funding on the basis of rates of the block grant 
to the overall budget. This analysis has limited utility 
especially in light of the fact that local health depart- 
ment officials are not cognizant of block grant funds as 
an element in their budget. I t  is, however, the only 
documentation that the Department of Health has 
maintained for expenditure of 314(d) funds. 

PLANNING, ADMINISTRATION, 
AND EVALUATION 

This section presents the experience of Virginia in 
terms of ten basic Federal requirements pertaining to the 
314(d) block grant. 

Planning Requirements 

In the Commonwealth of Virginia, the basic planning 
requirements have been met only in part. 

The basic planning requirements are: 

Provide services in accord with the adopted 314(a) 
Comprehensive Health Plan of the state. The Virginia 
314(a) agency, the Bureau of Comprehensive Health 
Planning, has not adopted and published a state compre- 
hensive health plan. There i s  an unofficial plan which 
was drawn up in 1968 but was never published. 

The bureau does have a set of goals and objectives 
independent of those of the Department of Health. The 
314(a) agency's goals are much broader than those of 
the department and are in no way specifically related to 
expenditures for 314(d) funds. Thus, the agency does 
not take the lead in determining statewide public health 
or mental health needs for possible 314(d) funding. 

Specify the extent to which services to be provided 
are directed at public health areas of high priority, are of 
high quality and will reach people in local communities 
of greatest need of such services. For Virginia 314(d) 
funds used in public health, state priorities are not set. 
Instead, the funds are passed through the Division of 
Local Health Services of the Department of Health to 
the local health departments to supplement local ser- 
vices. 

This approach, along with allocations pursuant to the 
department's formula, has been used to meet the 
requirement that the 314(d) funds will reach people in 
local communities according to their needs. Such a 
strategy was deliberately selected by the department at 
the beginning of block grant funding. 

Priorities have not been set for mental health services 
by the Department of Mental Health and Mental 
Retardation. Community Mental Health Centers receive 
block grant funds annually to use at their own discre- 
tion. This distribution accounts for 100 percent of the 
mental health 314(d) funds which are utilized by 
Virginia. 

The Department of Mental Health and Mental Retar- 
dation plans to allocate any new funds available through 
the 314(d) mechanism to establish a mental health 
service evaluation process. This shift in funding will not 
take place until the remaining state-owned and operated 
mental health centers are transferred to community 
control. 

Consider the comments of state 314(a) and regional 
314(b) comprehensive health planning agencies in pre- 
paring the resource allocation to services in the 314(d) 
state plans. The Virginia Department of Health has 
systematically considered the comments of the 314(a) 
Office of Comprehensive Health Planning and its ad- 
visory body, the Virginia Comprehensive Health Plan- 
ning Council, in annually reviewing the department's 
budget which includes services to be provided with the 
314(d) block grant. However, 314(d) plans and, since 
1970, the simplified state plan, have not been srlbmitted 
to the 31 4(a) agencies for review. 

Areawide comprehensive planning agencies work with 
directors of local health departments, who serve on the 
boards of 314(b) agencies, in annually reviewing the 
department's overall, public health program. However, as 
is the case with the 314(a) agency, no specific review 
and comment of 314(d) expenditures is  undertaken. 

The Department of Mental Health and Mental Retar- 
dation annually submits any recommendations for 
changes in 314(d) expenditures to the 314(a) agency and 
its advisory council for review. 



Total 

Migrant Labor Project 
Medical Social Work 
Home Health Services 
Mental After-Care and Illness 
Public Health Nursing - NPR 
Maternal Health 
Child Health 
PKU and Other Inborn Errors 

of Metabolism 
Child Development (Mental 

Retardation) 
Family Planning (General) 
Orthopedics (CC)"* 
Facial Deformity (CC) 
Pediatric Urology (CC) 
Pediatric Surgery (CC) 
Eye Surgery (CC) 
Congenital Cardiac (CC) 
Child Neurology (CC) 
Burn Surgery (CC) 
Plastic Surgery (CC) 
Defective Hearing (CC) 
Pediatric Neurosurgery (CC) 
Cystic Fibrosis (CC) 
Rheumatic Fever (CC) 
Hemophelia (CC) 
Rheumatoid Arthritis (CC) 
General Communicable Disease 

Control 
Venereal Disease Control 
Immunization Activities 
Diabetes Screening 
Tuberculosis Control 
Dental Health Patient Care 
Food (Restaurants) (EH)*** 
Pest Control (EH) 
Solid Waste (EH) 
Swimming Facilities (EH) 
Housing (EH) 
Sewage, Private (EH) 
Rabies (EH) 
Weeds (EH) 
Water (EH) 
Air Pollution (EH) 
Milk (EH) 
Environmental Service - NPR 
Radiological Health 
Vital Records and Registration 

Fiscal Year 1973" 

Total Ddlars 
Spent 

$40,337,446 

162,855 
232,236 
424,892 

1,293,654 
5,565,679 
2,056,885 
5,626,319 

314(d) Funds 
Spent 

$1,634,195 

369 
12,059 
1 1,953 
66,884 

287.687 
63,778 

233,137 

4,439 

16,111 
83,818 
66,076 

4,665 
8,324 
6,397 
9,375 

17,872 
35,584 

582 
5,641 

17,039 
4,347 
6,259 
9,993 
1,357 

678 

25,792 
26.1 16 
10,016 
1,813 

150,623 
20,283 
63,144 
13,942 
28,790 

3,259 
66,694 

126,464 
15,908 
9,569 

31,781 
3,300 

10,060 
49,496 

37 1 
2,350 

Table provided by Virginia Department of Health. 
Crippled Children. 

"*. Environmental Health. 

Table 4 

Estimated 314(d) Funds by Program and 314(d) Funds 
as a Percent of Total Dollars Spent per Program 
by the Virginia State Health Department in 

314(d) as Percent 
of Total Dollars 

4.1 % 

0.2 
5.2 
2.8 
5.2 
5.2 
3.1 
4.1 

2.4 

2.2 
5.2 
2.7 
1.4 
2.5 
2.6 
3 .O 
2.5 
3.9 
1 .a 
2.2 
3.1 
1.9 
3.6 
3.4 
3.1 
1.7 

2.9 
2.6 
2.1 
1.7 
4.1 
5.0 
5.1 
5.2 
5.2 
5.2 
5.2 
5.2 
3.9 
5.2 
5.2 
5.2 
4.3 
5.2 
0.4 
0.4 



Allocate funds so that public health services are 
strengthened in various political subdivisions of the state 
(including the funding of other public or non-profit 
private agencies to assure maximum participation of 
local, regional, and metropolitan agencies). The 314(d) 
funds in Virginia have been channeled into the local 
health departments and multigovernmental health dis- 
tricts. Other public agencies and non-profit private 
agencies (with the exception of the non-profit communi- 
ty mental health centers) have not been direct fund 
recipients under the 314(d) allocation. 

Define health services to be provided in terms o f  
specific objectives. The 314(d) state plan documents for 
both public health and mental health have defined 
health services to be provided so as to meet depart- 
mental objectives. In each case, the goals for use of 
block grant funds are straightforward. For public health, 
block grant funds are earmarked for exclusive use by 
local health departments to meet their service needs and 
priorities. For mental health, all block grant funds are 
used to assist the support of  mental health clinics to 
meet their defined needs. 

The Department of  Health has initiated an effort to 
revise internal management and priority setting. A 
management by objectives approach was begun in 1975. 
When operational, this approach could conceivably 
result in a different set of  objectives for utilization of 
resources for community health services. 

However, to date, neither the Department o f  Health 
or the Department of  Mental Health and Mental Retar- 
dation have allocated 314(d) funds on the basis o f  
specifically defined quantifiable objectives. 

Provide for the review and modification o f  the 314(d) 
state plan(s) as appropriate on an annual basis by the 
state health agency and state mental health agency. No 
formal plan document i s  prepared each year for 314(d) 
funding since it i s  no longer required by the U.S. 
Department of Health, Education and Welfare. The 
simplified state plan is  prepared by each department and 
consists only of  assurances that statutory requirements 
for use of block grant funds are being met and that such 
evidence is  available in Virginia. 

Annual review of the public health and mental health 
314(d) utilization of block grant funds is conducted by 
the state Departments of Health and Mental Health and 
Mental Retardation. Federal officials from the Region 
Ill office o f  the Public Health Service Department of 
Health, Education and Welfare do not review simplified 
state plans except for compliance with procedural 
requirements. 

Administrative Requirements 

In the State o f  Virginia, the three basic administrative 
requirements have been met. The administrative require- 
ments are: 

Provide for the state administration or state supervi- 
sion o f  local administration o f  the funds by the state 
health agency and state mental health agency. The 
Department of  Health provides for the state manage- 
ment o f  the health services funded under section 
314(d). This management i s  exercised through the fact 
that local health departments operate under general 
administrative control of  the Department of Health as a 
feature of the Virginia public health services system of 
partnership between state and local authorities. 

The Department o f  Mental Health and Mental Retar- 
dation provides state supervision o f  mental health 
314(d) funds allocated to i t s  community mental health 
centers. 

Assure that the block grant funds will not be used to 
replace other non-Federal funds. The Department of  
Health has assured that the block grant funds will not 
supplant other non-Federal funds. A maintenance of 
financial support i s  established through application of 
the state-local partnership funding formula which re- 
quires local participation in the provision o f  public 
health services. In 1967, $16 million was provided by 
the state and local governments. By 1975, non-federal 
support of  public health had increased to $38 million. 
Local health departments obtain the blended state and 
Federal funds for public health. This blend includes the 
314(d) fund allocation to individual local health depart- 
ments. 

In the mental health program, there is  no assurance 
that Federal funds will not displace local funds, though 
the pattern of local funding o f  mental health clinics 
shows an increase o f  almost $1 million annually 
between 1966 and 1975, having grown from $559,148 
to $1,552,304 per year during that period. 

Require recipient agencies utilizing 314(d) funds to 
participate in the costs of  the supported services. Under 
the Virginia Department o f  Public Health's requirement 
of  maintaining local support, the recipient local govern- 
ments and their public health departments are auto- 
matically required to participate financially in the 
provision of the 314(d)-supported services, although a 
specific percentage of matching funds i s  not required for 
314(d) funds. The state formula for local support of  
health departments does result in an estimated average 



of 40 percent of  local agency budgets dependent upon 
local funds. 

In the mental health program, there are also local 
matching requirements for the 314(d) funding share. 
Even the state-owned and operated clinics are sustained 
by required local funding of 50 percent of  operating 
costs. 

Evaluation Requirement 

In the Commonwealth of  Virginia, neither the De- 
partment of  Public Health nor the Department o f  Mental 
Health and Mental Retardation have fully met this 
requirement. 

The requirement is: 

Provide methods of evaluating the performance of 
activities carried out with 314(d) funds. Evaluation has 
been difficult to achieve by the Department o f  Health 
since block grant funds are not related to specific 
services in the budgets o f  local health departments. 
Therefore, any assessment of  their use and impact is  
based on a pro rata assignment of  funding to the full 
array o f  local departmental activitie;. This pro rata 
assignment has been developed for FY 1973 and has 
been previously discussed. No qualitative evaluation of 
314(d) fund performance can be drawn from such an 
analysis. 

Mental health services, however, have not been 
evaluated in any formal manner beyond tabulation of 
services rendered and patient and facility loans. An 
evaluation approach has been designated by the Division 
o f  Community Mental Health Services. That evaluation 
approach, spanning the entire mental health services 
system, will be activated as the 18 state-owned and 
operated mental health clinics are transferred to com- 
munity control. Once that transfer is complete, it is  
anticipated that block grant funds will be used for 
evaluation purposes. 

CHANGES ATTRIBUTED TO 
THE BLOCK GRANT PROCESS 

The mix o f  services provided with block grant funds 
has not substantially changed since the availability o f  the 
block grant in Virginia. State officials see this lack of 
change as a result of  the pre-block grant commitment by 
Virginia to its state-local health partnership approach 
which commingles state, Federal, and local funds to meet 
locally determined needs. Shifts in Federal funds result 
more in the redistribution of state and local funds than 
in programmatic changes. 

State officials in Virginia perceive a vast simplifica- 
tion in block grant planning and administration com- 
pared with the demands of the prior categorical planning 
and administration. Nevertheless, even the present ad- 
ministrative efforts are seen to be excessive for the 
amount o f  funds available to mental health services. 

However, state officials do perceive block grant funds 
as much more flexible than the prior categorical grants. 
They cite the fact that all 314(d) funds are suballocated 
under a state formula to local departments of public 
health for use at their own discretion. State priorities are 
not imposed at the local level. Local public health 
officials agree that the state and Federal funds they 
receive from the state formula (including the 314(d) 
funds) are unrestricted and are successfully applied to 
locally determined needs, although local officials do not 
perceive that the funds they receive contain 314(d) 
funds. The funds are perceived as state funds. 

A t  the regional and local public health levels, there i s  
not a high level of awareness of differences between 
Federal categoricals and the block grants insofar as they 
affect local health service delivery. This i s  attributable to 
the fact that block grant recipients are unable to identify 
the 31 4(d) funds in their budget. 

State officials believe block grant funds have allowed 
a more effective response to the greatest medical needs 
in the community. The 314(d) funds can be used for 
programs which are tailored to the community. Regional 
health planning staff observe that block grant funds tend 
to lead toward a more uniform profile of  health services 
provided by local health departments. In fact, with 
Virginia's system of commingling state, Federal, and local 
funds, there is no way to measure 314(d) fund impact. 

State health officials in Virginia feel, but are unable 
to substantiate, that the availability of block grant funds 
has stimulated increases in local and state support of  
health services. Since the block grant funds are used in 
the annual process to establish the level of local and 
state general fund support, their availability has been 
cited as a stimulus for both local and state legislative 
support each year for health services appropria~ons. 
Block grant funds are credited with stimulating some 
proportion of the increase in local and state community 
health services appropriations of $16 million in 1968 to 
more than $38 million in 1975. 

Mental health services support has risen from $1.9 
million in I968 to $1 0.7 million in 1975. But the small 
amount o f  annual block grant funds for mental health i s  
not considered to have stimulated increased non-Federal 
support, according to state officials. 

There i s  a contrast and change in the Federal regional 
role as perceived in Region I II of the U.S. Department of 



Health, Education and Welfare vis-o-vis Virginia. Cate- 
gorical grants required detailed plan submissions to the 
Federal regional officials, resulting in a working relation- 
ship between Federal and state staffs responsible for the 
planning, administration, and evaluation of fund usage. 

With the advent of 314(d) block grants, plans for health 
and mental health services presented in nine separate 
grant applications to Federal officials were merged into 
the two 314(d) state plan documents (one for public 
health and one for mental health). These new documents 
provided much less program detail. From t h i s  point, 
1968, tracking the former categorical funds became 
difficult for outside observers, such as Federal regional 
officials. 

Beginning in 1970, Federal regional officials initiated 
the simplified state plan, a checklist derived from the 
Federal regulations applied to the current 314(d) state 
plan, as a means of providing basic assurances of 
compliance with procedural matters to permit block 
grant funding. From that point, the changed Federal- 
state relationship can be characterized as that of the 
Federal regional office providing technical assistance to 
Virginia at the state's request, rather than performing 
monitoring and plan and program evaluation functions 
required under the previous categorical grants in public 
health and mental health. 

Federal officials in the Philadelphia, Region I I1 office 
are not now in a position to either monitor or evaluate 
the effects of block grant utilization. More specific detail 
on the use of 314(d) funds in the states - including 
Virginia - is required, not for purposes of controlling 
the use of the funds, but to be able to evaluate 314(d) 
block grant utilization within the region. 

Federal, state, regional, and local reactions to the 
changes between previous categorical grants and 314(d) 
block grant usage in Virginia have resulted in the 
following observations: 

Lack of direct involvement of the state 
legislature in the block grant mechanism 
under section 314(d). The state legis- 
lature has never shown interest in the 
314(d) state plans. This is not surprising 
in view of the small proportion of total 
health and mental health funds required 
to meet state obligations. 

Decreased involvement of Federal offi- 
cials in the state administration and evalu- 
ation of the 314(d) block grants in 
contrast to the Federal role with prior 
categoricals. This is considered as a desir- 

able change by health and mental health 
officials within the state. Federal regional 
officials agree as to the desirability, but 
feel the need to document the 314(d) 
program in Virginia so as to be able to 
more effectively provide assistance when 
requested to do so. 

There i s  a consensus that the Department 
of Mental Health and Mental Retardation 
i s  more receptive to technical assistance 
from Federal regional and central office 
staff than i s  the Department of Health. 

Funding of the 314(d) program has not 
been large in amounts. However, the 
block grant i s  considered a valuable sup- 
plement to state and local funding of the 
public and mental health budgets in 
Virginia. In the Department of Health, 
threatened loss of 314(d) funds resulted 
in estimates of employee reductions in 
local health departments of 400 to 500. 
Such an effect would have a significant 
impact upon maintaining public health 
services in the state. 

Virginia's approach to block grant utiliza- 
tion does not permit systematic evalua- 
t ion o f  314(d) fund impact. By 
channeling all block grant funds to local 
health departments and to mental health 
actions as part of the combined Fed- 
eral-state-local operations budget, the 
ability to identify the impact of block 
grant support in specific program terms is 
not available. 

SUMMARY AND CONCLUSIONS 

Strategies for allocation of block grant funds for 
public health and mental health in Virginia are based 
upon the basic principle which guides major state human 
services programs: health care i s  a joint responsibility of 
state and local governments. Virginia law has provided 
for local health departments and community mental 
health and mental retardation services programs. State 
budget procedures provide for commingling of Federal 
and state funds and allocation of Federal funds has not 
changed with the advent of the block grant mechanism. 

Both the Department of Health and the Department 
of Mental Health and Mental Retardation require local 



support as a prerequisite to state and Federal funding. 
The Department of Health maintains a formula which 
accounts for ability to pay while Mental Health and 
Mental Retardation seeks to require 50 percent local 
funding. Discretion is  used in a situation where applica- 
tion of this policy would incur a hardship. 

Block grant public health funds usage followed the 
categorical pattern for approximately one year. Since 
1969-70, block grant funds allocated to the Department 
of Health have been provided to the local health 
departments for use at their discretion. When this change 
was accomplished, support for previous categorical 
programs was provided by allocating additional state 
funds to them. 

Mental health block grants have been used to support 
the jointly funded system of mental health clinics and to 
aid in the execution of a state policy for increasing the 
community responsibility for such clinics. 

The unique partnership between the state and local 
general purpose units of government has facilitated a 
decentralized, systemwide approach to solving public 
health and mental health problems. The availability of 
block grant funds has strengthened the flexibility of 
local health districts and local health departments with 
regard to the provision of services needed in each 
respective geographic area. 

Nevertheless, Virginia's experience with the block 
grant does not reflect the systematic approach envi- 
sioned by the Partnership for Health Act. Allocation and 
utilization decisions concerning 314(d) funds are made 
virtually independently by the Departments of Health 
and Mental Health and Mental Retardation. There has 
been no participation by the governor or state legislature 
in the process. Neither have the private sector nor public 
been involved in the planning or administration of 
block grant funds, a procedure in which 314(a) agencies 
have not played a significant role. 

Other planning requirements for the 314(d) block 
grant mechanism have been met only in part. State plans 
and planning recommendations , required by section 
314(a) have not been completed as a guide for resource 
allocation. The 314(d) allocations over the past eight 
years have not included funds to other public or private 
non-profit agencies - except for the community mental 
health centers of the state. The 314(d) state plans 

(prepared once and amended in 1970) for both public 
health and mental health have proposed distribution of 
funds to strengthen public health and mental health 
services in the various political subdivisions of the state. 
This objective has been met. 

Virginia has met the administrative requirements to 
provide for state administration and state supervision of 
local utilization of the 314(d) funds; assure local 
contributions towards the cost of 31 4(d)-supported 
services; and assure that the 314(d) block grants do not 
replace other non-Federal funds. 

Required evaluation of 314(d)-supported activities 
has not been performed in full. However, the DeparG 
ment of Mental Health and Mental Retardation is 
scheduled to activate a comprehensive mental health 
services evaluation effort with 314(d) funds as the shift 
in state to community-owned mental health clinics is 
completed. 

In conclusion, utilization of 314(d) block grants 
during the eight-year history in Virginia has substantially 
met Congressional intent to increase flexibility and state 
discretion in Federal financial assistance to needed 
public health and mental health services. 

The Virginia approach to the allocation and utiliza- 
tion of the available block grant funds has been to move 
from the previous categorical restrictions and to pass all 
block grant funds through to local service providers in 
both public health and mental health. 

A shortcoming of the ' ~ i r ~ i n i a  strategy is that 
changes and improvements in health services and mental 
health services directly attributable to block grant fund 
availability are not documented nor is there a history of 
systematic evaluation. 

Furthermore, i t  is  not possible to accurately deter- 
mine utilization of 314(d) funds for both public and 
mental health services due to the commingling of 
Federal and state money in the respective budgets of the 
Departments of Health and Mental Health and Mental 
Retardation. 

The advantages to the 31 4(d) block grant approach in 
Virginia is  that the bulk of the 314(d) funds are 
allocated in a manner mutually acceptable to state and 
local officials and utilized locally with a minimum of 
Federal or state intervention. 
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