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DEMOGRAPHICS

Who Are the Poor?
The Demographics of
Poverty

by Anne Jackson
and Jack Betts

To hear the politicians tell it, North Carolina is in a period of unparallelled
prosperity. Thousands of new jobs, billions of dollars in new investment, higher
manufacturing wages, better education—in short, an economic renaissance. But
contrast that with what the experts tell us—that nearly a million North Carolin-
lans are in poverty and hundreds of thousands more are in near-poverty, that too
many people are in low-wage, dead-end jobs, that one in five children and one in

five persons over 65 is in poverty, that while the poverty rate is high the per-
centage of welfare recipients is low, that those on public assistance don’t get
enough help, and that increasingly, the poor are women and children who will
have no real future. To understand these conflicting claims, North Carolinians

must first know more about the poor.

Gordon Chamberlin still winces at the
recollection. As executive director of
the Greensboro-based North Carolina
® Poverty Project, Chamberlin was
speaking to a civic club in a town he now declines
to identify. He asked its 90 members to list their
ideas for ways the business community should
deal with poverty in the state. Wrote one respon-
dent: “Get rid of minimum wage, get rid of
welfare, sterilize the women after two children,
and hang the bums.”
Widespread misunderstanding about the na-
ture and causes of poverty, says Chamberlin,
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poses one of the greatest impediments to easing
the condition that afflicted some 884,000 North
Carolinians in 1987, an estimated 14.3 percent of
the population, according to U.S. Census figures.
Nationwide, about 13.6 percent of Americans live
in poverty.!

“What we’re up against is attitudes—nega-
tive stereotypes, hostility, moral judgments,”
Chamberlin says. “Social policy [and] political
decisions are not based on statistics. More funda-

Anne Jackson is a Raleigh writer and frequent contributor to
Insight. Jack Betts is editor of North Carolina Insight.




mental than that is basic attitudes.”

Statistics, in fact, reveal information that
might be unsettling to those who assume that in
booming economic times in this growing state,
poverty must be the result of laziness, moral lax-
ity, or both. Consider:

R One in five children and one in five per-
sons age 65 or older lives in poverty in North
Carolina.?

m Even with its above-average poverty rate,
North Carolina has one of the lowest percentages
of welfare recipients in the nation.> Many North
Carolina poor are either too proud to ask for help,
or they don’t know how to apply. And certain
barriers to assistance—problems with transporta-
tion to social services offices, lengthy and diffi-
cult forms to fill out, waiting periods before bene-
fits arrive—may discourage the needy from get-
ting help. (See Profiles in Poverty, p. 52, for
more). For whatever reason, government poverty
programs don’t reach all those who need help.

M Those who are on public assistance don’t
get enough help to bring them close to the feder-
ally-established poverty level. An unemployed
mother with two children could receive up to
$266 per month from the Aid to Families with

Dependent Children (AFDC) program in 1988
and $228 per month in food stamps, bringing her
annual total income to $5,928, which still is less
than two-thirds of the official federal poverty
level of $9,690 for a family of three.

m North Carolina has the highest proportion
of working mothers in the nation—65 percent.

The national average is 55 percent* Many of
these working mothers are the heads of their
households.

B The average AFDC check issued by the
state in July 1988 benefited 2.2 persons, refuting
the myth that welfare rolls are crowded with wel-
fare mothers who keep having babies to increase
their handout.

m In North Carolina and across the nation,
the income gap is widening. While the wealthiest
fifth of U.S. households gained $1,490 from 1980
to 1983, after federal budget cuts, tax policy
changes, and recession, the nation’s poorest fifth
lost $190.°

But for all the statistics the state compiles
about its neediest citizens, there are some glaring
gaps. For one thing, no state agency keeps a
reliable annual tally of the number of poor North
Carolinians. Policymakers mustrely on estimates
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compiled by the U.S. Bureau of the Census from
small yearly surveys of about 2,500 N.C. house-
holds—less than one-tenth of 1 percent of the
state total. The State Data Center at the N.C.
Department of Administration warns that the po-
tentially large sampling error “may lead to false
conclusions.” And while various statistical tables
are available, few of them are based on estimates
of the poverty population for the same year. In-
stead, they purport to represent the status of pov-
erty in North Carolina for different years.

That’s just one problem with the data collec-
tion. For another, recent Democratic and Repub-
lican governors have kept scrupulous records
about the number of new jobs they claim to have
brought to the state, but the state keeps no statis-
tics concerning, for instance, how many workers
earn only the minimum wage of $3.35 per hour.
At minimum wage, an employee would have to
work 55 hours a week 52 weeks a year just to earn
more than the poverty-line of $9,690 for a family
of three.5 Or put another

Roots of Poverty

From its earliest days, North Carolina had an
image as a haven for the indolent. In 1728,
the explorer William Byrd observed:

Surely there is no place in the world
where the Inhabitants live with less La-
bour than in N Carolina. It approaches
nearer to the description of Lubberland
than any other, by the great felicity of the
Climate, the easiness of raising Provi-
sions, and the Slothfulness of the People.”

A hundred years later, little had changed.
North Carolina in the ante bellum period remained
a poor state with little industry and low wages in
the ones that did exist. Known then as the “Rip
Van Winkle State” because it appeared to be slum-
bering economically, North Carolina went into
the Civil War with its reputation intact. As

Frederick Law Olmsted

way, a worker would
have to earn $5.39 an
hour and work 40 hours
a week for 52 weeks—
taking no vacation, no
holidays, and no time
off for illness—to meet
the federal poverty stan-
dard of $11,629 for a
family of four.

The state also lacks

¢

“For ye have the poor

always with you.”
—Matthew 26:11

¢

wrote shortly before the
war, “North Carolina
has a proverbial reputa-
tion for the ignorance
and torpidity of her
people.”®

Following the Civil
War, North Carolina
began to make eco-
nomic progress that af-
forded its people a

information about the

needs of specific target areas of poor people—the
urban poor, for example. “We don’t know what’s
worked and what hasn’t,” says Joel New, director
of the state Division of Employment and Train-
ing. “It’s been a serious problem.”

JYames Forte, director of the state Division of
Economic Opportunity, agrees that the lack of a
reliable count of the state’s poor hinders policy
development. “Why we don’t do anything more
than that, I cannot answer.” he says. “I would
think [a tally] at least every three years, which is
the normal planning period, would be most help-
ful.”

Despite this lack of comprehensive data, the
statistics that do exist paint a vivid portrait of
North Carolinians in poverty—women in pov-
erty, poverty and race, children in poverty, the
working poor, the rural poor, and the urban poor.
But to understand these problems requires a his-
torical perspective.
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steady job and a
wage—albeit a low wage that often held workers
indentured to the mills that sprang up along the
state’s waterways. In the 20th century, more eco-
nomic progress arrived in the form of further in-
dustrialization and gradual diversification from
reliance on agriculture. The state became the
nation’s most industrialized state in terms of
work force employment, but these industries by
and large paid low wages—textiles, furniture, and
tobacco. (For a thorough discussion of the transi-
tions in North Carolina’s economy, see Bill Fin-
ger, “Making the Transition to a Mixed Econ-
omy,” North Carolina Insight, Vol. 8, Nos. 3-4,
April 1986, pp. 3-21.)

So more than 250 years after Byrd wrote his
disparaging words, North Carolina remains a
place of poverty, despite real gains in industrial
development, in education, in per capita income,
and in the quality of life. In 1988, in a state where
the unemployment rate remained under 4 percent



most of the time, poverty and its related problems
kept hundreds of thousands of people in its unre-
lenting grip. And more than ever before, its vic-
tims were women, children, the elderly, and work-
ing people.

President Lyndon Johnson’s War on Pov-
erty helped North Carolina enjoy a steady decline
in the number and percentage of poor people
among her citizenry throughout the 1960s. The
downward trend continued in the 1970s, although
at a slower pace. According to Census figures,
992,000, or 20.2 percent of the population, lived
in poverty in North Carolina in 1970, a figure that
declined to 839,000, or 14.8 percent, by 1980. In
the 1980s, that figure has waxed and waned, up to
an estimated 996,000 in 1983 projections (see
Table 1, p. 10) and back down to 884,000 in 1987.
But the overall poverty rate in the 18 years since
1970 has declined to a current estimated rate of
14.3 percent.’

The Feminization of Poverty

hese numbers may change from year to year,

but they clearly show distinct trends. One
such trend is the increasing feminization of pov-
erty. In 1983, for example, a report by the Divi-
sion of Economic Opportunity in the Department
of Natural Resources and Community Develop-
ment found that women headed 58 percent of all
poor households in the state, making them “the
new poverty class.”® The same study showed
that 37 percent of poor households were headed
by people over age 65, and that nearly half of the
state’s female householders were elderly. The
number of such *“poverty-prone” households is
expected to account for half of all N.C. house-
holds by the year 2000, the study predicted.

What accounts for this rise in women in pov-
erty? “The ‘feminization of poverty’ is due
largely to the economic impact of separation,

In 1964, President Johnson’s White House staff looked for a poor family to help dramatize
LBJ’s War on Poverty, and settled on the family of William David Marlow of Rocky Mount.
In this photograph, Johnson and then-Gov. Terry Sanford (now a U.S. Senator) sit on the
steps of the Marlow home and pose for the national press. Evidently the Marlows did not
appreciate the gesture. Mrs. Marlow told reporters later, “We didn’t ever feel like we were
in poverty,” adding, “we’ve been talked at, talked to, talked about, and throwed off on.”

N.C. Department of Cultural Resources
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divorce, widowhood, longer life spans, the lack of
better paying jobs, and limited job opportunities
for women,” concludes the report.

The report, titled “The Changing Face of
Poverty,” noted that a majority of the women in
poverty who also had children under six were
working mothers, but that they found it difficult
to work their way out of poverty because of a
lack of job skills, experience, opportunities, and
the cost of day care. “Another problem facing
women and minority householders now and in the
future is that most of the new jobs in the state are
in the service and retail sales fields. While many
of these jobs do pay well, the type traditionally
held by women and minorities are low-wage
jobs.”

The Ford Foundation echoes this observa-
tion. “Poverty is inextricably tied to family struc-
ture, especially among households with children.
Today, nearly half the female-headed households
with children are poor, while fewer than one-tenth
of two-parent families are poor. Moveover,
single-parent families are likely to remain poor
for long periods of time.”!!

The Color of Poverty

F ew may realize it, but in numbers, far more
whites than blacks are mired in poverty in
North Carolina—though a greater percentage of
blacks than whites are poor. Although more white
families (91,916) than black (87,492) lived in
poverty in 1985, the 30.7 percent poverty rate
among black families represented a 4 percent
increase over 1980, while the 6.6 percent rate for
white families represented a decline of I percent.!2

“The Changing Face of Poverty” reported
that of the poverty households in North Caro-
lina, about 58 percent were white and 42 percent
minorities. Of the white households, about half
(28 percent) comprised the elderly, while 20 per-
cent were 41-65 years old and 10 percent were
under 40. Of the minority households, the break-
down in age was more even. About 11 percent
were over 65, 18 percent were 41-65, and 13
percent were under 40.

“Making up only 23 percent of all households
in the state, minority households accounted for
close to half of the poverty households in 1981,

Eric Green/! N.C. Poverty Project




says the report. “In contrast to white households
in poverty, for whom poverty appears to be more
a problem of aging, three-quarters of minority
households in poverty are headed by persons 65
and under. Poverty for minorities seems to be
much more a problem of being poor while of
working age—often a jobs problem.”

The Youth of Poverty

M ore than one child in five lives in poverty

in North Carolina, according to the latest
estimates, and the effects of poverty on children
often perpetuate the cycle. In a report issued in
August 1988, the N.C. Child Advocacy Institute
identified poverty as a leading cause of hunger,
juvenile crime, unsatisfactory school perform-
ance, neglect, and even deaths in children. “Some
children aren’t able to concentrate in class be-
cause they're hungry,” says Margaret B. Arbuckle
of Greensboro, chairman of the institute’s board
of directors.!’* In a report titled the North Caro-
lina Children's Audit, the institute said that 22
percent of North Carolina’s 1.6 million children
under 18 live in poverty—and that many of them
go to school hungry each day.

Although state and federal aid is available to
poor children and their families, the institute’s
report indicated that no more than half of all poor
N.C. families received food stamps in 1987,
while no more than one-third received AFDC.

The report found that while the state’s
wealthiest counties are thought to be doing the
best job for poor families and children, that’s not
always the reality. In some cases, the state’s
poorer counties do better. “You would expect
that the rich counties would do a better job of
providing services to children,” says John Ni-
block, president of the institute. “But the audit
shows this is not true. Some of the poorest coun-
ties do the best job of seeing that children in
poverty benefit from the programs available.”

The Permanently Dependent

M uch of North Carolina’s poverty population
includes those who cannot work because of
chronic illness, disability, or other impairments.
These include alcoholics, the physically disabled,
the elderly, the mentally ill, the retarded, the
physically handicapped, and the deformed. The
Poverty Project has estimated that 495 persons in
poverty are alcoholics, 32,000 are elderly with no

¢

“We are the first industrial
nation in the world in which
children are the poorest age

group.”
—Sen. Daniel Moynihan

¢

Social Security income, 109,000 are mentally ill,
and 218,000 are retarded. These are among the
poor who are “permanently dependent upon pub-
lic assistance,” notes Gordon Chamberlin of the
Poverty Project.

The Working Poor

A common stereotype of the Southern poor

person is a lazy free-loader who won’t work.
But most of the poor in this state are steady work-
ers who are mired in poverty not because of their
work habits, but because they can’t get better
jobs. A higher-than-average poverty rate and
lower-than-average jobless rate indicate that
many poor people in North Carolina hold jobs.
Many of those work in the growing service sector
of the economy, where jobs are plentiful but
wages and benefits are often meager.

“We have attracted lots of employers to our
state over the years who have created lots of work
here,” Jonathan P. Sher of the University of North
Carolina’s Small Business and Technology Cen-
ter reported in a study for the N.C. Association of
Educators. “Nevertheless, the data show that far
too much of this employment has been in low-
wage, seasonal, part-time and dead-end jobs—
jobs that do not provide sufficient income, bene-
fits and security to lift even the people employed
to a place above the poverty line.”**

For 23 years, Feniress Morris has worked at
the Community Action agency in Edenton, help-
ing channel government grant money to poor
people in a 10-county area of northeastern North
Carolina, historically one of the poorest areas of
the state. Many of the people now turning to the
agency for help in paying their rent are people
with jobs, Morris said. “A lot of the people we see
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are working in a lot of the service industries—
McDonald’s and Hardee’s,” he said. “We do
have a lot of that, where they’re eligible [for
assistance] even though they’re working.”

Nationally, the number of full-time wage
earners who are still poor increased by two-
thirds—to two million—between 1978 and 1985,
while the number of working people between the
ages of 22 and 64 who remained poor increased
by more than 60 percent.!® Nationally, about 9.3
million persons in poverty have some type of job,
but many are part-time or seasonal.

William C. Crawford Jr., director of social
services in Montgomery County, thinks more
working people qualify for aid in part because of

state and federal lawmakers’ actions to relax
some eligibility standards in
response to federal budget
cuts in domestic aid programs
made by the Reagan admini-
stration (overall public assis-
tance spending is up, but nu-
merous cuts were made in
some programs and the rate of
growth was trimmed in oth-
ers). “It’s a marked public
policy change from 10 years
ago,” Crawford says. “We're
almost beginning to reach up

. into what you might call
the lower middle class—
people we wouldn’t have
served [earlier].”

But Niblock of the Child
Advocacy Institute also points
out that many families have
lost benefits during this pe-
riod. “Kids have been cut off
AFDC, school lunches, and
food stamps,” poinis out Ni-
block.

With no increase in the
$3.35-an-hour minimum wage
since 1981, workers are now
earning the equivalent of just
$1.55 in 1975 dollars.’® “If
they go to work at minimum
wage, a lot of people believe
theyre better off not working.
And there’s a grain of truth in
it, I must concur,” says Bob
Leatherwood, executive direc-
tor of Mountain Projects, a
Community Action agency

R A A
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serving Jackson and Haywood counties in west-
ern North Carolina.

Joel New, head of the Division of Employ-
ment and Training in the Department of Natural
Resources and Community Development, says
that in 1980, 49 percent of poor people held jobs;
nearly one-third of those worked full time. To-
day, he estimates, S0 to 60 percent of adults in
poverty work. “You’ve got a group of folks who
don’t have the training and skills to move into
higher-paying jobs,” he said. “The impression of
people being poor is they don’t work. That’s just
not true.”

But no one knows for sure just how many
working poor there are, or how many make the
minimum wage or less. The U.S. Census Bureau

Eric Green! N.C. Poverty Project




estimates that about 2 percent of the nation’s
work force work full-time at less than minimum
wage and live in poverty. If that were applied to
North Carolina’s work force of 3.3 million, then
more than 66,000 North Carolinians work full
time and make less than $6,700 per year—which
itself is far less than the federal poverty level in
1988 of $9,690 for a family of three, or $11,652
for a family of four.

Crawford, the social services director, says
the existence of a class of working poor people
seems to be a growing phenomenon. “Even for
people who work 30 or 40 hours a week at a low-
income job—especially if they don’t have health
insurance or retirement benefits—they can’t make
enough to really sustain themselves,” he observes.

Montgomery County’s unemployment rate
jumped to 15.6 percent at the height of the reces-
sion in the early 1980s. But last year, with the
county jobless rate dipping below 4 percent, some
local employers added benefits to draw workers.
Some employers introduced retirement programs
for hourly employees, and one even agreed to pay
half of day care costs for the children of female
workers, Crawford says.

Low wages are an obvious part of the poverty
problem. In June 1988, North Carolina ranked
next-to-last among the 50 states and Washington,
D.C., in the average weekly manufacturing wage.
The N.C. average was $327.24, the U.S. average
$418.59, according to the U.S. Bureau of Labor
Statistics. Yeta higher percentage (29 percent) of
North Carolina’s work force held manufacturing
jobs than that of any other state."”

The Rural Poor and the Urban Poor

he causes of poverty are numerous and var-

ied, and even geography has been a key fac-
tor in North Carolina’s poverty problem. Poverty
is much more widespread in the rural areas of
eastern and western North Carolina, but pockets
of destitution remain in the wealthier metropoli-
tan areas of the Piedmont as well. Sher notes that
“to an alarming degree, geography is destiny in
North Carolina. Children born in certain commu-
nities predictably will not have opportunities and
life chances equal to those of similar children who
had the good fortune to be born in more favored
communities.”® Sher found that except for Wake,
Dare, and Carteret counties, every county east of
Chatham had a poverty rate higher than the state
average. The same was true for 14 border coun-
ties in the West.

Larry Barnes, director of social services in
eastern North Carolina’s Sampson County, puts it
this way: “We are ecastern, we are rural, we are
agriculturally based, and we are poor—and get-
ting poorer.”

Even in Wake County, where the poverty rate
is half the state average and personal income
averages one-third higher, many poor people
can’t afford rent, clothing, or food. In Raleigh,
4,800 people crowd a waiting list for just 3,000
public housing units. The wait can last anywhere
from three to 10 years, according to Anne Burke
of Urban Ministries. “Raleigh is not alone,” she
said. “There’s a tremendous shortage of hous-
ing.”

Burke’s organization is supported by 75 local
churches and operates a downtown shelter for the
homeless. Burke says that between 60 and 75
percent of the 30 or 35 people who sleep at the
shelter have jobs. Although shelter rules restrict
how many nights a person may stay, Burke said
the staff tries to help as much as possible. “We
keep them as long as we can, as long as we know
they’re really trying,” she says. (For a full dis-
cussion of housing problems in North Carolina
see “Mortgage Overdue: The State Enters the
Housing Market,” N.C. Insight, Vol. 5,No. 2, Au-
gust 1982.)

North Carolina long has been a state with
stark rural-urban contrasts. Perhaps the most
striking is that the state’s most rural counties are
the counties with the heaviest percentages of cit-
izens in poverty—but the urban counties have the
far greater numbers of poor people. As Table 1
indicates, for instance, the state’s smaller coun-
ties, such as Hyde and Tyrrell in the East and Gra-
ham and Swain in the West, have large percent-
ages of the poor—31 percent in Hyde, 27 percent
in Tyrrell, 27 percent in Graham, 35 percent in
Swain. These counties are doubly vexed. Not
only do they have high percentages of the poor,
but they also have relatively modest tax bases
with which to support services to the poor.

By contrast, the urban—and wealthier—
counties of Mecklenburg, Guilford, Wake, and
Cumberland have much lower percentages of the
poor—but far greater poor populations. Meck-
lenburg, to cite the prime case, has a 12 percent
poverty rate, but ranks first in the state in its pov-
erty population of more than 51,000 North Caro-
linians. That’s more than five times the entire
population of Hyde, Tyrrell, Graham, and Swain
put together. Guilford’s poverty population tops

——continued on page 13
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Table 1. Projected Poverty Population by Rank and Percentage, 1983*

Est. Total Poverty Percent

County Population Rank | Population Rank in Poverty Rank
Alamance 97,673 15 14,651 19 15.0 73
Alexander 26,610 63 2,661 87 10.0 100
Alleghany 9,955 92 2,001 14 20.1 44 *
Anson 26,494 65 4,981 69 18.8 52
Ashe 22,936 70 6,124 58 26.7 16*
Avery 14,029 86 2,890 86 20.6 43
Beaufort 42,075 47 10,014 36 23.8 27 *
Bertie 21,576 74 7,077 50 32.8 2
Bladen 31,761 57 9,306 41 29.3 7
Brunswick 39,680 49 9,444 39 23.8 27 *
Buncombe 163,072 7 24,624 7 15.1 71*
Burke 73,728 24 9,216 44 12.5 91 *
Cabarrus 87,880 19 10,985 31 12.5 91 %
Caldwell 70,577 28 9,243 42 13.1 84 *
Camden 5,987 99 982 100 16.4 63
Carteret 43,710 46 6,338 55 14.5 74 *
Caswell 21,004 76 4,495 72 214 38 *
Catawba 108,633 10 10,972 32 10.1 99
Chatham 34,361 54 3,711 79 10.8 97
Cherokee 19,507 78 4,955 71 25.4 20
Chowan 13,221 87 3,226 84 24.4 24
Clay 6,985 97 1,872 97 26.8 15
Cleveland 85,609 21 14,468 21 16.9 61
Columbus 52,668 40 16,696 14 31.7 3
Craven 70,979 27 13,912 23 19.6 48
Cumberland 247,606 4 39,617 3 16.0 65
Currituck 12,575 89 2,402 89 19.1 51
Dare 15,885 82 2,081 92 13.1 84 *
Davidson 117,562 9 16,106 15 13.7 81
Davie 26,014 66 3,668 81 14.1 78
Duplin 42,034 48 10,845 34 25.8 18
Durham 151,686 8 20,326 10 13.4 92 *
Edgecombe 57,884 36 13,545 24 234 31
Forsyth 246,275 5 31,277 5 12.7 88 *
Franklin 30,304 58 6,576 53 21.7 36
Gaston 164,888 6 22,095 8 13.4 82*
Gates 8,890 95 1,787 98 20.1 44 *
Graham 7,448 96 2,026 93 27.2 13
Granville 32,767 56 6,062 59 18.5 53 *
Greene 16,163 80 4,461 74 27.6 10*
Guilford 315,488 2 40,067 2 12.7 88 *
Halifax 55,635 37 17,247 13 31.0 6
Harnett 60,908 34 12,669 26 20.8 42
Haywood 47,186 43 9,343 40 19.8 47
Henderson 62,517 31 8,940 46 14.3 77
Hertford 22,610 72 5,811 60 25.7 19
Hoke 21,491 75 4,986 68 232 32
Hyde 6,038 98 1,884 96 31.2 5
Iredell 84,763 22 11,104 30 13.1 84 *
Jackson 23,700 67 4,977 70 21.0 41
Johnston 72,950 25 14,590 20 20.0 46
Jones 9,876 94 2,163 91 21.9 35
Lee 38,949 50 6,894 51 17.7 58
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Table 1. continued

Est. Total Poverty Percent

County Population Rank| Population Rank | inPoverty Rank
Lenoir 60,152 35 12,993 25 21.6 37
Lincoln 44,966 45 5,396 63 12.0 96
Macon 20,841 77 4,064 77 19.5 49
Madison 16,101 81 4,444 75 27.6 11%
Martin 26,498 64 7,605 49 28.7 8
McDowell 36,078 52 5,051 66 14.0 79 *
Mecklenburg 415,406 1 51,095 1 12.3 94
Mitchell 14,609 85 3,214 85 22.0 34
Montgomery 23,115 70 3,606 82 15.6 67
Moore 53,468 39 7,753 48 14.5 74 *
Nash 69,775 29 14,932 18 21.4 38 *
New Hanover 107,605 12 19,369 11 18.0 56 *
Northampton 22,264 73 6,323 56 28.4 9
Onslow 97,088 16 15,340 16 15.8 66
Orange 71,809 26 10,915 33 15.2 70
Pamlico 10,682 90 2,286 90 21.4 38 *
Pasquotank 28,125 62 5,147 65 18.3 55
Pender 23,376 69 5,587 61 23.9 26
Perquimans 9,884 93 2,471 88 25.0 21 %
Person 29,983 59 5,397 62 18.0 56 %
Pitt 88,548 18 21,783 9 24.6 23
Polk 13,119 88 1,981 95 15.1 T1*
Randolph 95,344 17 11,632 29 12.2 95
Richmond 46,900 44 8,020 47 17.1 60
Robeson 107,836 11 29,008 6 26.9 14
Rockingham 86,191 20 13,963 22 16.2 64
Rowan 98,436 14 12,403 28 12.6 90
Rutherford 55,482 38 9,765 37 17.6 59
Sampson 51,242 41 12,452 27 24.3 25
Scotland 33,567 55 6,210 57 18.5 53 *
Stanly 49,255 42 6,354 54 12.9 87
Stokes 35,592 53 4,983 67 14.0 79 *
Surry 61,296 32 10,114 35 16.5 62
Swain 10,500 91 3,675 80 35.0 1
Transylvania 23,541 68 3,390 83 14.4 76
Tyrrell 4,098 100 1,119 99 27.3 12
Union 73,800 23 9,225 43 12.5 91 *
Vance 37,836 51 9,055 45 23.8 27 %
Wake 308,339 3 31,759 4 10.3 98
Warren 16,753 79 5,294 64 31.6 4
Washington 15,136 84 3,784 78 25.0 21 %
Watauga 28,969 61 6,605 52 22.8 33
Wayne 98,685 13 19,145 12 19.4 50
Wilkes 61,025 33 9,459 38 15.5 68
Wilson 63,927 30 15,087 17 23.6 30
Yadkin 28,987 60 4,464 73 154 69
Yancey 15,374 83 4,105 76 26.7 16 *
Totals 5,982,405 966,215 16.1 %*

# 1983 is latest year in which poverty projections have been made for each county. A 1987 state projection
estimated the poverty rate at 14.3 percent.

* = tie

Source: State Data Center Table prepared by Center Intern Kurt W. Smith
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Table 2. Per Capita Income by County, 1986

Per Per
Total Capita Total Capita
County Population Rank Income Rank | County Population Rank Income Rank
Alamance 103,229 15 $13,704 9 Lee 41,408 50 $12,334 20
Alexander 26,814 64 11,530 31 Lenoir 60,220 35 10,760 46
Alleghany 9,722 93 9,703 67 Lincoln 46,278 46 11,532 30
Anson 26,324 67 9,153 81 Macon 23,085 75 10,820 44 *
Ashe 23,251 72 9,163 80 Madison 17,359 80 8,291 92
Avery 15,028 84 9,272 77 Martin 26,719 65 10,321 52
Beaufort 43,396 48 10,006 60 McDowell 36,220 53 9,453 75
Bertie 21,251 77 9,675 70 Mecklenburg 453,107 1 16,786 1
Bladen 30,826 59 8,632 90 Mitchell 14,541 85 * 9,735 65
Brunswick 47,797 45 9,624 71 Montgomery 23,852 71 9,846 63
Buncombe 170,004 7 12,587 19 Moore 56,009 39 14,339 7
Burke 75,990 27 11,095 40 Nash 71,241 28 13,130 13 *
Cabarrus 92,844 19 12,808 16 New Hanover 114,656 11 12,796 17
Caldwell 70,146 29 11,084 41 Northampton 22,497 74 10,195 54
Camden 5,861 98 10,405 51 Onslow 125,134 9 10,013 58
Carteret 50,414 41 11,190 37 Orange 84,729 23 15,032 5
Caswell 22,489 76 7,493 98 Pamlico 11,053 89 10,223 53
Catawba 114,143 12 13,312 12 Pasquotank 29,860 61 10,702 47
Chatham 36,015 54 12,749 18 Pender 25,199 69 9,699 68
Cherokee 20,363 78 8,758 86 Perquimans 10,534 91 8,741 88
Chowan 13,387 87 10,106 56 Person 30,648 60 9,966 61
Clay 7,210 95 8,742 87 Pitt 97,406 18 11,604 27
Cleveland 86,216 21 11,126 39 Polk 14,486 86 14,217 8
Columbus 52,292 40 8,906 84 Randolph 99,070 16 11,563 29
Craven 80,211 24 11,277 34 Richmond 46,227 47 9,244 78
Cumberland 254,943 5 10,884 42 Robeson 106,094 13 7,899 97
Currituck 13,366 88 10,562 49 Rockingham 85,516 22 11,821 25
Dare 18,705 79 11,575 28 Rowan 104,523 14 12,096 22
Davidson 119,094 10 11,904 24 Rutherford 56,880 37 10,616 48
Davie 28,415 63 12,945 15 Sampson 50,321 42 9,171 74
Duplin 41,685 49 8,905 85 Scotland 33,735 58 10,105 57
Durham 165,839 8 14,786 6 Stanly 50,276 43 11,810 26
Edgecombe 59,071 36 9,529 73 Stokes 35,610 55 10,820 44 *
Forsyth 260,853 4 16,282 3 Surry 61,546 33 11,274 35
Franklin 34,173 57 9,551 72 Swain 10,938 90 8,027 95
Gaston 171,784 6 12,058 23 Transylvania 26,132 68 11,327 33
Gates 9,557 94 10,011 59 Tyrrell 4,088 99 7,117 99
Graham 7,179 96 8,021 96 Union 79,832 25 13,594 10
Granville 37,696 52 10,172 55 Vance 38,740 51 9,881 62
Greene 16,586 81 8,233 93 Wake 366,004 2 16,666 2
Guilford 329,862 3 15,733 4 Warren 16,452 82 8,672 89
Halifax 56,030 38 9,711 66 Washington 14,541 85%* 9,299 76
Hamett 64,009 32 8,974 82 Watauga 34,479 56 9,678 69
Haywood 48,469 44 11,276 35 Wayne 97,410 17 10,882 43
Henderson 67,222 30 13,413 11 Wilkes 60,727 34 11,168 38
Hertford 24,046 70 9,494 74 Wilson 64,564 31 12,316 21
Hoke 23,135 73 7,097 100 Yadkin 29,643 62 11,342 32
Hyde 5,909 97 8,401 91 Yancey 15,843 83 8,950 83
N :

i‘lﬁﬁ " gggﬁ ég 131;2(6) 23 North Carolina 6,331,288 $12,438 avg.
;ggzsston 72:;?}1 gg lg:izz gg * = Tie Source: State Data Center
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40,000, while Cumberland has
more than 39,000 and Wake
has more than 31,000 poor per-
sons.

These counties, with their
larger tax bases, should be in a
better position to provide serv-
ices to the needy, but the local
directors of social services will
affirm that even the urban
counties struggle to provide
basic necessities to their poor.
Table 2 illustrates the prob-
lem. In the state’s urban coun-
ties, per capita income is high.
Mecklenburg, Wake, and
Guilford are in the $15,000-
$17,000 range. In other words,
the average income for each
person in the county is well
above the poverty level for an
entire family of four. But look
at the rural counties. Many,
like Graham and Swain, have
less than half the per capita
income of Mecklenburg.

These urban-rural dispari-
ties were a part of the debate
over the Basic Education Plan
in 1985. The plan was adopted
not only to increase overall ex-
penditures on public schools,
but also to increase educa-
tional opportunities in the
poorer counties that could not
afford to provide the sorts of

3y

B e ,:'.'.:* Tar

L

courses available in urban

counties. Sher’s report notes

that despite the highly touted plan implemented
by the legislature in 1985, the state dropped from
33rd to 34th place in per-pupil expenditures in
1986-87. And in per capita spending on elemen-
tary and secondary school, the state ranks 42nd."
Meanwhile, people without high school diplomas
headed 77 percent of the N.C. households in pov-
erty in 1983.%

Assisting the Poor

overnmental aid to the poor in North Caro-
lina comes through a variety of sources, in-
cluding Aid to Families with Dependent Children
(AFDC), food stamps, Medicaid, and job training.
At least 69 programs funded by federal, state, and

local tax dollars funnel cash and other aid to the
poor in North Carolina. The total comes to more
than $3 billion, and the largest direct aid programs
are Medicaid, AFDC, and food stamps (see “Poli-
cymaking and Poverty in North Carolina —Who’s
On First?,” p. 18, for more).

AFDC, which provides cash assistance to
poor families with children, served 190,000
people in 1988, according to figures from the
Division of Social Services. Food stamps went to
391,000 people. While the number of food stamp
recipients has declined from 478,000 in 1985,
AFDC rolls were growing from the 163,500
clients who received that aid in 1985. One reason
for the increase is a change in state law that took
effect Jan. 1, 1988. That change allows families

APRIL 1989 13

Eric Green! N.C. Poverty Project



Table 3. Federal Poverty Levels and AFDC Payments for a
Family of Three in N.C.

family has other income.

maintain a family of three.

Chart prepared by Anne Jackson

to qualify for AFDC with more income than they
were allowed before.?! Between 3,000 and 4,000
cases—representing up to 9,000 individuals—
were added to the AFDC roster because of the
new law, according to department figures.

Some AFDC recipients are required to work
in exchange for benefits. About 32,000 AFDC
recipients age 16 or older live in the 41 counties
with workfare-type programs, says Lucy Burgess,
who directs employment programs for the Divi-
sion of Social Services. Of those, 9,875 went to
work last year through the state program, she
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1975 1980 1985 1988

Poverty Level: $4,293 $5,565 $8,573 $9,690

Needed Per Month: $ 358 $ 463 $ 714 $ 808
Maximum Monthly

N.C. AFDC Payments: ! $ 183 $ 192 $ 246 $ 266

Monthly Gap: $ 175 $ 271 $ 468 $ 542
Maximum Monthly

Food Stamp Payment: 2 $ 128 $ 165 $ 211 $ 236
Monthly Gap With

AFDC & Food Stamps: 3 $ 47 $ 106 $ 257 $ 306
Percentage of
Poverty Level

Income Supplied by l@
AFDC & Food Stamps: 87% T7% 64% 62%

'This benefit represents the maximum payment to a family of three. It may be a lesser amount if the
*This benefit represents the maximum cash value of food stamps for a family of three.

*The term “gap” means the difference between the combined values of AFDC and Food Stamps, and the
Poverty Level, which is the minimum amount of income the federal government says is needed to

—

says. A recent survey by the division showed that
57 percent of these clients who went to work
remained off AFDC at the end of one year. Of
the other 43 percent, 10 percent had some earn-
ings. Critics of such workfare programs say
there’s little correlation between these employ-
ment programs and getting a job; many recipi-
ents would have gotten jobs anyway. (See article
on job training, p. 64, for more.)

“I think our participation rate shows that our
clients want jobs,” Burgess says. “We feel we’re
not doing anybody a favor by helping them stay



on AFDC. The payments are
not that high, the lifestyle is
not that great.”

In fact, AFDC payments
don’t come close to providing
minimum poverty level in-
come. As Table 3 illustrates,
the gap between the maximum
AFDC payments and food
stamp benefits in North Caro-
lina for a family of three, and
the federal poverty level, is
substantial-—and has been in-
creasing. In 1975, the gap per
month was about $47, when
AFDC and food stamps sup-
plied about 87 percent of the
income needed for the poverty
level. By 1986, the monthly
gap had risen to $257 while the
percentage of income pro-
vided plummeted to 64 per-
cent. That dropped further in
1988, when AFDC and food
stamps provided 62 percent of
the income needed to match
the poverty line.

The Center for Social
Welfare Policy and Law
makes regular assessments of
state-by-state benefit levels
and reports that North Caro-
lina is one of many states that
do not provide sufficient bene-
fits to obtain “the basic neces-
sities of life.” The report
notes, “The combined value of
AFDC and food stamp bene-
fits is below the federally established poverty
level and is substantially below that Ievel in most
states,” including North Carolina. In fact, North
Carolina is one of 20 states that provide less than
$300 per month in AFDC benefits for a family of
three. The other 30 states provide much more.?

Medicaid pays health care costs for certain
poor families with children and for low-income
elderly and disabled people. The state’s Medicaid
program covers 20 of the possible 32 optional
services.® For a family of three, the average
Medicaid benefit for the 1988 fiscal year was
$1,079 for an adult and $689 for each child, ac-
cording to the Department of Human Resources.

Single people without children and married
childless couples who are neither disabled nor

elderly qualify for neither cash assistance nor
Medicaid. They may, however, qualify for food
stamps. Yet advocates for the poor say that only
about one-third of those who need it actually
receive help under Medicaid.

The Charlotte Observer notes that North
Carolina trails 40 other states in the amount of
AFDC cash payments to eligible families, and
observes, “And even more disturbing, North
Carolina taxes those families at a higher rate than
other states.” The Observer also says that AFDC
families are not the only ones faring poorly. “Poor
families generally and single people and childless
couples are falling behind, too. In large measure
that is because North Carolina has no general
assistance or relief programs to help needy adults
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who are not elderly or disabled.” The state does,
however, provide some emergency assistance for
these citizens.

Future Directions

I n 1983, the Division of Economic Opportu-
nity recommended to Gov. Jim Hunt’s ad-
ministration that the state establish a lead agency
to coordinate planning and supervision of North
Carolina’s anti-poverty programs. “A state focal
point, preferably a designated lead agency, should
be established. Its role: To develop a common
theme for North Carolina poverty programs and
to oversee the carrying out of that theme through
agency coordination,” the division said.”® That
proposal was never implemented.

“We have all different types of programs, all
segmented. They don’t work together,” lamented
Chamberlin. His organization is pushing for con-
solidation and also urging various sectors of North
Carolina society—business groups, school ad-
ministrators, religious leaders, and others—to
consider ways they can help reduce poverty in the
coming decade.

Chamberlin thinks such a feat would require
more than isolated acts like increasing welfare
benefits or raising the minimum wage. “Poverty
is a systemic thing,” he says. “The cycle of pov-
erty is not family, it’s community.”

Social services directors from across the state
issued recommendations for alleviating poverty
when they met in April 1987 for a conference on
welfare reform. In “A Blueprint for the Future,”
they called for job training for all welfare recipi-
ents, coordination of public and private funding,
and a stronger emphasis on enforcing child sup-
port requirements.

Eradicating poverty may not be a realistic
goal, even in the world’s wealthiest nation, some
observers believe. Chamberlin says he thinks
poverty will remain a fact of life in North Caro-
lina unless the public stops thinking of aid to the
poor as charity and begins to look at it as justice.

Crawford doubts that will happen. “I really
think North Carolina is comfortable ... with a
certain level of poverty,” he says. “We’ve always
had the myth of whether the poor are victims or
culprits. And we’re still wrestling with that.”
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PROGRAMS

Eric Green! N.C. Poverty Project

Policymaking and Poverty
in North Carolina—
Who’s On First?

by Jack Betts

A quarter century after the federal government launched its War on Poverty,
North Carolina has developed a large administrative and services delivery
system to deal with the more than 800,000 Tar Heels in poverty. Local
governments spend nearly $457 million on poverty programs, the state spends
nearly $432 million, and the federal government spends more than $2 billion
each year in North Carolina to fight poverty and to assist those near the poverty
line. What programs are in place to help the poor? What is the specific mission
of each of these programs, and how much money do they channel to the poor?
This article examines each state agency and program with responsibility for
dealing with the state’s poor.
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ike an Abbott and Costello routine, North

Carolina’s poverty and policymaking

apparatus sometimes seems to be a com-

plex, overlapping, and duplicative ma-
chine full of confusion about who’s on first and
what’s on second.

Consider:

m More than $3 billion is spent on govemn-
ment programs for the poor in North Carolina
each year, with the vast majority of that ($2.1
billion) coming from federal funds. Federal pro-
grams thus are the most important part of the
public assistance delivery system in the state. But
local governments spend more than does the state
government—3$457 million, compared to the
state’s $432 million—on poverty programs.

m The state of North Carolina administers
mosts of those funds, and often sets policy on how
much money the poor get—such as the main in-
come poverty program, Aid to Families with
Dependent Children (AFDC). But North Carolina
doesn’t pass on nearly as high a level of AFDC
payments as do most other states. If you’re poor
in North Carolina and if you have children, AFDC
will provide barely one-third of the official fed-
eral poverty income level.

m The state’s own administrative system
spreads responsibility

Department of Commerce, the Department of
Administration, the Department of Agriculture—
the list seems endless. There also are nine differ-
ent boards and commissions with direct or indirect
responsibilities for poverty policy, and three pri-
vate agencies set up by law to deal at least in part
with poverty problems.

Examining each state agency’s responsibility
for poverty problems would give researchers a
good idea of what the table of organization looks
like, but a more vivid picture would examine how
tax funds are spent, and in what areas, to attack
poverty. So instead of looking at poverty poli-
cymaking on an agency-by-agency basis, the
Center for Public Policy Research examined state
poverty programs by dividing them into eight key
categories: income programs, housing and utili-
ties programs, education programs, job training
programs, food and nutrition programs, health
programs, programs for the elderly, and all other
programs that defy categorization in one of the
other seven areas. The Center researched each
program administered by state agencies (and a
few key ones administered only by the federal
government) and asked the agencies for spending
data for the most recent fiscal year, July 1, 1987,
to June 30, 1988, broken down by local, state, and

federal sources.

for poverty over a num-
ber of different agen-
cies. For instance,
many think of the Divi-
sion of Social Services
in the Department of
Human Resources as the
prime delivery service
for poverty programs.
But the Division of
Medical Assistance ad-
ministers nearly a bil-
lion dollars worth of
poverty services—
nearly a third of the total

in America.”

L4

“This administration, today,
here and now, declares
unconditional war on poverty

—Lyndon B. Johnson

¢

The Center also
sought to determine
whether each of these
programs was primarily
a sustenance program-—
that is, one designed to
provide the poor with
services they needed to
remain alive—or
whether it was designed
to lift the poor out of
poverty—that is, to give
them skills or training or
improve their circum-
stances so that in the

spent in the state. And
the Division of Eco-
nomic Opportunity in the Department of Natural
Resources and Community Development has
major responsibility for ridding the state of pov-
erty. NRCD’s Division of Community Assistance
also has a role in the poverty war. So does
NRCD’s Division of Employment and Training.
And the list goes on, with major responsibili-
ties shared by the Department of Public Instruc-
tion, the Department of Community Colleges, the

future they could be-
come self-sufficient.

This examination has identified 69 separate
poverty programs at work in North Carolina,
which spend $3 billion each year to help the esti-
mated 884,000 persons in poverty and many thou-
sands more who are not officially below the pov-

Jack Betts is editor of North Carolina Insight. Center
interns Richard Leddon, Kim Kebschull and Kurt W.
Smith assisted in the research for this article.
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erty line but who are involved in housing, educa-
tion and training, or medical programs. Of these
69 programs, the majority—44—are sustenance
programs designed to help the poor maintain
themselves and their families. Only 25 of these
programs are designed specifically to help the
poor reach the point that that they can care for
themselves without the public’s assistance (see
summary below). By percent of spending, pro-
grams designed to lift people out of poverty ac-
count for just 10 percent of the total spent on
poverty in North Carolina.

By far the most money for poverty programs
is channeled through health programs—$967.3
million in 1987-88 (See summary, below, and
Table 6, page 36, for more). Of that amount, the

largest sum is the $933.6 million spent on Medi-
caid, including $42.4 million by local govern-
ments, $253 million by the state, and $638 million
by the federal government. The federal govern-
ment provides two-thirds of the funding for Medi-
caid while state and local governments underwrite
the remaining one-third.

The next largest spending area is on income
programs—and here again, the federal govern-
ment provides the vast majority of the money. As
Table 1 on page 24 indicates, governments spend
nearly $759 million for various kinds of income
programs. Supplemental Security Income for the
aged, the disabled, and the blind, provides nearly
half that—about $350 million, including some
state funds. The next largest sum is spent for the

e T

Summary of Governmental Spending on Poverty Programs
in North Carolina, 1987-1988

Number  Suste- Lift Spending in 1987-1988 (in thousands)
Program of nance Out of % of
Area Programs Programs Poverty Local State Federal Total Total
Income 5 5 0 $35,909.8 $40,074.8  $682,884.5  $758,869.1 25%
Housing/ 8 6 2 0 5,355.7 78,072.3 83.428.0 3%
Utilities
Education 12 1 11 5,849.0 51,751.9 110,997.7 168,598.6 6%
Job 11 1 10 806.0 20,664.0 109,087.3 130,5573 4%
Training
Food/ 9 9 0 313,772.0 11,607.0 428,877.5 754,256.5 25%
Nutrition
Health 14 14 0 42,600.0 274,732.3 649,985.6 967,3179 32%
Elderly 6 6 0 29,349.8 27,626.9 19,7154 76,692.1 2%
Other 4 2 2 28,269.0 0 51,009.1 79,2781 3%
Total 69 44 25 $456,555.6  $431,812.6 $2,130,629.4 $3,018,997.6 100%

Total spending by programs to lift the poor out of poverty: $ 276.7 million, or 10 percent of all poverty spending
Total spending by programs to sustain those in poverty: $2,737.7 million, or 90 percent of all poverty spending

+ 9 Boards & Commissions

+ 3 Private, tax-supported agencies which spend an additional $10.4 million

Table prepared by Nancy Rose and Jack Betts

e .~ "~ ]
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Scott Dedman | Pisgah Legal Services

-

SRS TN i

5 on page 34 indicates, much
of the food spending is dis-
tributed to the poor in the form
of food stamp coupons worth
nearly $218 million. Another
$50.1 million in food coupons
provided by the federal gov-
ernment through the WIC
(Women, Infants and Chil-
dren) program, and still an-
other $41 million in surplus
commodities, are channeled to
the poor through the state
Department of Agriculture.
Many of the same types of
commodities are provided to
WIC recipients and to surplus
food program recipients. But
local governments provide a
whopping $313.7 million,
mostly through the school
Iunch program.

Those areas are by far the
biggest spending items in the
delivery of services to the
poor. The next closest spend-
ing areas are education, at
$168.6 million (see Table 3,
page 28), and job training, at
$130.6 million (see Table 4,
page 30). But the figures for
job training are somewhat mis-
leading, because as the article
on job training on page 64
points out, far less than half
that $130.6 million—or $53.9

Aid to Families with Dependent Children pro-
gram, which is funded mostly by the federal gov-
ernment (two-thirds) with equal shares (one-sixth
each) supplied by local and state governments.
AFDC, usually thought of as the major public
assistance program for the poor, really reaches
only those families with dependent children. It
pumps more than $199 million into the state, in-
cluding $31.2 million each by local and state
governments, and $136.8 million by the federal
government.

Food and nutrition for the poor is the next
largest spending area, and almost all the money
comes from federal tax funds. Of the total $754
million spent on food and nutrition, only about
$11.6 million comes from state sources. As Table

L

“People forget that when Jesus
said ‘Man does not live by bread
alone,” he was talking to the devil.
When Jesus came into contact with
the poor people, he fed them.”

—Parker Palmer

¢
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Major Lobbyists for the
Poor in North Carolina

Lobbyist Group Represented

Bonnie Allred Division of Social
Services, N.C. Department
of Human Resources

Jim Gulick Consumer Protection
Section, N.C. Department
of Justice

Collins Kilburn N.C. Council of Churches

Sister Evelyn Mattern N.C. Council of Churches

Margot Saunders N.C. Legal Services
Resource Center

Don Saunders N.C. Legal Services
Resource Center

Pam Silberman N.C. Legal Services
Resource Center

Roslyn Savitt State Council for Social
Legislation

Elisa Wolper N.C. Fair Share

(Position Vacant) N.C. Social Services Assn.

million—is spent strictly on job training and
job preparation programs. The bulk is spent
on programs related to job training, includ-
ing such items as day care programs (nearly
$28 million) and the N.C. Employment
Service ($36 million) run by the N.C. Em-
ployment Security Commission, which
seeks to match workers with jobs.

The three smallest area of spending on
the poor are housing programs ($83.4 mil-
lion, although this figure does not include
millions more spent by local housing agen-
cies), $76.7 million for the low-income eld-
erly, and nearly $80 million for other pov-
erty programs that do not fall within the
previously mentioned categories. Spending
on housing programs has declined steadily
since 1981, when federal budget cuts took a
bite out of the resources available for hous-
ing programs. The other category includes
such items as the Social Services Block
Grant, a small portion of the Community
Development Block Grant program, and the
Community Services Block Grant.

The state also deals with problems of
poverty through 9 boards and commissions,
ranging from the Social Services Commis-
sion and the Job Training Coordinating

¢

“It is one of the cruelest ironies of social life in

advanced countries that the dispossessed at the bottom
of society are unable to speak for themselves. The
people of the other America do not, by far and large,
belong to unions, to fraternal organizations, or to

political parties. They are without lobbies of their own;

they put forward no legislative program. As a group,

they are atomized. They have no face; they have no

voice.”

—from The Other America

by Michael Harrington
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Eric Green/ N.C. Poverty Project

The Single Portal of Entry:
Streamlining the Maze

As the accompanying article on government
poverty agencies and programs indicates, the
huge administrative structure is a complex and
confusing one—so much so that many profes-
sionals who deal with poverty worry that the
poor often do not get help becanse they don’t
know where to go, or they get discouraged by
the difficulty of applying for benefits. Com-
pounding the problem is limited access to trans-
portation to get to the right assistance office,
and so is having to go to several different of-
fices to fill out different types of forms—some
of which are hard to read.

In April 1988, United Way of North Carolina
sought to solve that problem by proposing that
the state create or designate a single agency in
each community to serve as the public’s con-
tact on services for the poor and for others in
need of assistance from both government and
private agencies. This idea, called the Single
Portal of Entry, would provide a place where a

citizen could make one application and receive
all services available to meet that client’s
needs.

Charles Dunn, assistant director of the State
Bureau of Investigation and chairman of the
United Way of North Carolina’s government
relations division, said the agency believed
“that the citizen in need of assistance would be
more effectively and more efficiently served if
the system in all of its programs were more
readily accessible, if services were better inte-
grated between agencies and departments, and
if human service policy and service delivery
were planned and coordinated from a common
perspective—{from a Single Portal of Entry.”

The proposal was generally supported by
candidates for governor in the 1988 election—
including Gov. James G. Martin—and could
become an issue before the 1989 General As-
sembly.

— Jack Betts

]
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Council to the Governor’s Commission on Liter-
acy, and the Employment Security Commission
(see Table 10, page 46, for a list of these boards).
The state also has created two private agencies to
work on poverty solutions. They are the not-for-
profit N.C. Rural Economic Development Center,
which works on economic development of rural

areas, and the N.C. Enterprise Corporation, a for-
profit corporation set up to make loans to develop-
ing businesses in rural areas. The latter agency
gets no direct state appropriations, but has re-
ceived $20 million in investments from the State
Treasurer. In addition, the federal government
funds Legal Services of North Carolina, which

Table 1. State-Administered Programs Providing Income to the Poor

Department Division and Program Responsibilities and Activities
Human Division of Social Services
Resources Public Assistance Section
Aid to Families Public assistance program providing cash benefits
With Dependent to families with children below age 18 whose monthly
Children (AFDC) income falls below legislatively established maximums for ea
size family.
AFDC-Emergency Grants made directly to individuals providing help
Assistance with rent and utility bills (other than those for heating
or cooling). Payment made only once within a 12-month
period, and limited to $300.
Child Support Collects money from absent parents for the support of
Enforcement their minor children. Service is free for AFDC
Program households.
Commerce

Employment Security Commission
N.C. Unemploy- Provides benefits to workers unemployed through no faunlt
ment Insurance of their own. Determines benefit eligibility and makes
Program payment to eligible claimants.

U.S. Department of Health
and Human Services
Social Security Administration
Local Social Security Administration Offices
# Supplemental Basic federal cash assistance grant to the low-income
Security Income elderly, disabled, and blind.

# This is not a state-administered program, but the benefit is a major source of public assistance.
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represents the poor in legal affairs.

Although the state, local, and federal govern-
ments pump an enormous amount of money into
the fight against poverty, these tables make clear
that the two mostly widely known—and most of-
ten criticized—poverty programs provide a rela-
tively small amount of money. Out of the total of

$3 billion, AFDC accounts for $199.2 million,
and food stamps account for another $217.9 mil-
lion, or a total of little more than $417 million—
less than 14 percent of the sum total spent by
government on eradicating poverty in North Caro-
lina.

i

Statutory Expenditures in NC FY 1987-88 (in 1000s)
or Regulatory
Authority Local State Federal Total
G.8. 108A-27 $31,200.0 $31,200.0 $136,834.0 $199,234.0
G.S. 108A-39.1 1,007.8 1,007.8 2,015.5 4,031.1
G.S. 110-130 3,702.0 3,537.0 15,382.0 22,621.0
G.S.96-12 0 0 183,053.0 183,053.0
G.§.96-13 (Note: Money is raised through unemployment taxes on N.C.
employers and collected and distributed by the federal government.
These figures are actual benefits paid.)
20 CFR 416.101 0 4,330.0, 345,600.0 349,930.0
-416.227
Totals: $35,909.8 $40,074.8 $682,884.5 $758,869.1
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for the Poor

Table 2. State-Administered Programs Dealing with Housing and Utilities

Low-Income Home Energy
Assistance Program
(LIHEAP)

1. Low-Income Energy
Assistance Payments
Program

2. Crisis Intervention
Program

3. Weatherization

Natural Resources and
Community Development

Emergency Shelter
Grants Program

Community Development
Block Grants (CDBG)

*  Community Services
Block Grants

*  Emergency Community
Services Homeless
Grant Program

Administration Governor's Office
N.C. Housing

Finance Agency
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Division of Community Assistance

Division of Economic Opportunity

Department Division and Program Responsibilities and Activities
Human Division of Social Services
Resources Public Assistance Section

Funded by the federal Low Income Energy
Assistance Block Grant

Provides a one-time direct payment to eligible low-
income households to assist in heating costs.

Provides funds to assist low-income eligible households
in a heating- or cooling-related crisis.

Administered by the N.C. Dept. of Commerce; funds
are used to repair dwellings of low-income

individuals to make them more energy-efficient.

Provides funds for the rehabilitation and operation
of emergency shelter to house the homeless.

Funds allocated to local governments which apply
for grants on behalf of particular projects to improve
housing and neighborhood conditions, promote
innovation in providing housing, and provide interim
assistance in financing on short-term basis for
eligible housing projects.

Provides program services for the poor in the areas of
housing, but money spent is shown in Table 8, page 42.

Provides shelter and services to the homeless and
helps them become self- sustaining

Created to provide affordable housing for low- and
moderate income families. Operates housing rehabili-
tation tax-exempt bond program; multi-family rent
subsidy programs, and single family housing ownership
program; operates Mortgage Credit Certificate Program;
administers Rental Rehabilitation Grant program, Low-
Income Housing Tax Credit program, and Housing
Trust Fund. Much of the agency’s funds come from
private sources, including the sale of bonds. Figures
listed include only public funds, and do not reflect
millions of dollars spent each year by local housing
authorities on low-income housing.

* An asterisk denotes programs designed to 1ift people out of poverty; others are maintenance programs.




Statutory
or Regulatory

Authority Local State Federal Total
P.L.97-35;
G.S. 108A-25
$0 $0 $19,956.5 $19,956.5
0 0 4,983.7 4,983.7
0 0 1,984.4 1984.4
G.S. 143B-276 0 0 1,071.0 1,071.0
G.S. 143-323
G.S. 143B-276 0 0 29,227.7 29,227.7
G.S. 143-323
P.L. 97-35; G.S. 143B-276; (Included in Community Services Block Grants, Table 8, 42)
G.S. 143B-277
G.S. 143-323(d)
P.L. 100-77 0 0 999.1 999.1
G.S. 143B-276;
G.S. 143B-277
G.S. 122A-5 NA 5,355.7 19,849.9 25,205.6
-5.7 (Local houing agencies spend millions of dollars each year on

housing for the poor. These sums do not reflect local spending)

Totals: 0 $5,355.7 $78,072.3 $83,428.0
NA: Not Available

APRIL 1989 27



0

Table 3. State-Administered Programs Dealing With Education for the Poor

Department Division and Program Responsibilities and Activities
Human Division of Social Services
Resources Preventive and Support Services Branch Program Support Unit
*  Adolescent Parenting Serves low-income first-time parents aged 16 and
Program younger through 8 county départments of social

services. Program’s goals are to provide services
leading to personal self-sufficiency and economic
self-support, and to enhance parenting skills and
delay subsequent pregnancies.

U.S. Department Office of Human Development Services

of Health and Administration for Children, Youth and Families

Human Services #* Head Start Federal child development program for disadvantaged
3- and 4-year-olds providing educational, nutritional,
medical, and social services. Funds are allocated by
the federal government directly to local-level grantees,
which provide a 20% match.

Public Division of Support Programs
Instruction * Migrant Education Programs designed to serve the special needs of
Programs children of migrant laborers from preschool through

age 20. Provides technical and consultant services to
school units; supporting services such as medical, den-
tal, nutritional, and social programs; and supplementary
programs of instruction promoting the active involve-
ment of migrant parents.

Compensatory Education Section

* Chapter I, Education Compensatory education programs serving children
Consolidation and and youth from ages 4 to 21. Funds are provided to local
Improvement Act school units and state agencies to meet the special

reading and math needs of educationally and
economically deprived children.
Dropout Prevention Section
Dropout Prevention Provides leadership and services in the development
Program and implementation of intervention and prevention
programs for low-income students at risk of drop-
ping out of school.

Administration N.C. Commission of Indian Affairs
* Community Services Serves children aged 2-5 in 4 regions of N.C. Program
Program provides for 4 child day care centers for children meet-
ing Title XX income guidelines; teaching curriculum,
lunch, and afternoon snack provided by the state.

*  Educational Talent Serves persons aged 12-27 in 11 N.C. counties. For pro-
Search grams to receive funds, at least 2/3 of all participants must
meet economic (low income) or cultural criteria. Program
helps N.C. Indians by providing educational and career
counseling and financial aid for post-secondary education.
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Statutory Expenditures in NC FY 1987-88 (in 1000s)
or Regulatory

Authority Local State Federal Total
G.S. 153A-255 $73.0 $0 $188.0 $261.0
P.L. 88-452 5,776.0 0 23,064.0 28,840.0
P.L.93-380 0 0 2,621.3 2,621.3
G.S. 115C-409
P.L.97-35 0 0 82,454.8 82,454.8
G.S. 143A-42
G.S. 143A-42 ] 20,864.0 0 20,864.0
G.S. 143B-404 0 71.9 54.2 126.1
P.L.96-374 0 0 854 854
G.S. 143B-404

—continued on page 30
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Table 3. State-Administered Programs Dealing With Education for the Poor,

continued
Department Division and Program Responsibilities and Activities
Community Division of Adult and Continuing Education
Colleges *  Adult Basic Provides instruction for the poor in basic literacy skills
Education Program at 58 community colleges.
*  General Educational Provides instruction at 58 community colleges
Development Program to help low-income students pass the General
Educational Development test.
*  Adult High Series of courses sponsored jointly by 40 community
School Program colleges and public high schools; offers programs lead-
ing to a high school diploma for low-income students.
* Continuing Education Program open to high school graduates and other
Program adults at 58 community colleges; targeted to low-
income individuals; features educational and skills
training to help adults obtain jobs or advance to better
ones; provides literacy training if needed.
*  State Board of Funds used to provide affordable day care to community
Community Colleges college students who are single parents or home-
Child Care Grants makers, freeing them to pursue training for jobs.

* An asterisk denotes programs designed to lift people out of poverty; others are maintenance programs.
# Not a state-administered program, but it is an integral part of the public assistance system.

Table 4. State-Administered Programs Dealing With Job Training for the Poor

Department Division and Program Responsibilities and Activities
Human Division of Social Services
Resources Public Assistance Section
*  Work Incentive Federal program for AFDC recipients providing skills,
Program (WIN) job training, and employment services.
*  Community Work State counterpart to the federal WIN program, operated
Experience Program by 41 county departments of social services.
(CWEP): “Workfare” Program requires participants (AFDC recipients) to work a

prescribed number of hours without pay at a public or non-
profit agency. Education, training, work experience, and
supportive casework services are provided.

* Child Day Care Services  Program funded by Social Services Block Grants
for CWEP participants to assist a parent’s employment efforts.

e e R e S
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Statutory Expenditures in NC FY 1987-88 (in 1000s)
or Regulatory

Authority Local State Federal Total
G.S. 115D-1 0 11,563.0 2.530.0 14,093.0
G.S. 115D-1 0 4,333.0 0 4,333.0
G.S. 115D-1 (Included in General Educational Development Funds, above)
G.S.143A-42 0 14,510.0 0 14,510.0
G.S. 143A-42 0 410.0 0 410.0
Totals: $5,849.0 $51,751.9 $110,997.7 $168,598.6

Statutory Expenditures in NC FY 1987-88 (in 1000s)
or Regulatory

Authority Local State Federal Total
G.S. 108A-30 $59.0 $0 $531.0 $590.0
G.S. 108A-39.2 747.0 747.0 1,494.0 2,988.0
G.S. 108A-39.2 0 190.5 143.7 334.2

— continued on page 32
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Table 4. State-Administered Programs Dealing With Job Training for the
Poor, continued

Labor

Commerce

Community
Colleges

Department Division and Program Responsibilities and Activities

Human Division of Facility Services

Resources Child Day Care Section

continued * Day Care Programs Regulates all child day care centers and family day care

homes in state, and administers publicly subsidized day
care programs for eligible children.

Job Corps Section
*  Job Corps Qutreach Federal program providing training, education, and
and Screening Program counseling in residential centers for economically
disadvantaged young people between the ages of 16
and 21.

Natural Resources and
Community Development

Division of Economic Opportunity
* Community Services Provides programs and services for the poor in the
Block Grants areas of job training, but morey spent is shown
in Table 8, page 42.

Division of Employment and Training
*  Job Training Provides job and skills training and other employment-
Partnership Act (JTPA) related assistance to economically disadvantaged
persons through private industry and governmental
cooperation. Includes Summer Youth employment
program as well as targeted programs for the elderly.
Division of Community Assistance

Community Funds allocated to local governments who apply for
Development grants for economic development projects designed to
Block Grants create or retain jobs for low- and moderate-income persons.
Division of Pre-apprenticeship
*  Skill Job Division contracts with local Service Delivery
Training Areas to provide skilled job training for permanent job

placement. On-the-Job trainees and classroom training
participants must meet JTPA economically disadvantaged
criteria.
Employment Security Commission
* N.C. Employment Provides job placement services including testing, job
Service development, and referral; also involved in the
administration of the federal WIN and JTPA programs.

Division of Adult and Continuing Education
* Human Resources Provides pre-employment training in 45 community
Development colleges for the long-term unemployed and under-
employed adults, and provides intensive follow-up efforts
to help participants remain employed

* An asterisk denotes programs designed to lift people out of poverty; others are maintenance programs.
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Statutory Expenditures in NC FY 1987-88 (in 1000s)
or Regulatory -

Authority Local State Federal Total
G.S. 143B-153 0 15,826.5 11,791.5 27,618.0
G.S. 110-85

-106.1
P.L.97-300 0 0 563.7 563.7
P.L.97-35 {(Included in Community Services Block Grants,
G.S. 143B-276; Table 8, page 42)
G.S. 143B-277,;

G.S. 143-323(d)

P.L.97-300 0 0 51,100.0 51,100.0
G.S. 143B-344.11

G.S. 143B-276 0 0 7,370.4 7,370.4

G.S. 143323

P.L. 97-300 (Funds included in total spent for JTPA, above)

G.S5.94-2

G.8.96-3 0 0 36,093.0 36,093.0
-4 (Note: Money for this programs comes from taxes on N.C. em-

ployers and is collected and disbursed by the federal government)

G.S. 115D-1 0 3,900.0 0 3,900.0

Totals: $806.0 $20,664.0 $109,087.3 $130,557.3
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Table 5. State-Administered Programs Dealing With Food and Nutrition for

the Poor
Department Division and Program Responsibilities and Activities
Agriculture Food Distribution Division
Surplus Commodity Receives and distributes agricultural commodities to
Distribution public and private schools; to charitable institutions;
Program to summer camps; and also provides commodities
through:
— Commodity Supplemental Food Program for women,
infants, and children;
— Food Distribution Program for Cherokee Indian
Reservation
— Temporary Emergency Assistance Food Program
for the needy.
— Nutrition Program for the Elderly.
Human Division of Social Services
Resources Public Assistance Section
Food Stamps USDA-funded public assistance program providing coupons

for the purchase of food to individuals and families whose
income falls below 130% of federal poverty guidlelines.

Division of Health Services
Maternal and Child Care Section
Nutrition and Dietary Services Branch

Special Supplemental Program covering pregnant, breastfeeding, and post-
Food Program for partum women, and children up to age 5. Participants
‘Women, Infants, must be at nutritional risk and have a gross income

and Children (WIC) below 185% of federal poverty guidelines, WIC
provides for nutritional education and the distri-
bution of supplemental food.

Title XX Support Nutrition services are provided to clients of all ages
for Nutrition with chronic problems); administered by local
Program-Health health departments, which determine eligibility for
Support Services low-income participants.

Public Division of Child Nutrition

Instruction Child Care Food USDA-funded program serving children up to age 12;
Program (CCFP) operated by participating local child care centers and

family day care homes. The sponsoring agency is
reimbursed for a maximum of 2 meals and 1 supple-
mental snack per child per day.

|
|
|
|
|
|
School Breakfast USDA-funded program serving children in grades K-12

Program in a public or non-profit school.
National School USDA’s largest school nutrition program;
Lunch Program same criteria as school breakfast program.
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Statutory Expenditures in NC FY 1987-88 (in 1000s)
or Regulatory

Authority Local State Federal Total
P.L. 74-320 $0 $0 $41,089.0 $41,089.0
P.L. 98-8 (Value of commodities distributed)
G.S. 108A-25 0 0 217,913.0 217,913.0
P.L.95-627 0 5.0 50,099.5 50,104.5
G.S. 130A-361
G.S. 130A-361 0 102.0 0 102.0
7 CFR Part 226 0 0 12,937.0 12,937.0
7 CFR Part 220 0 0 19,650.0 19,650.0
7 CFR Part 210 313,772.0 11,500.0 84,499.0 409,771.0

—~continued on page 36
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the Poor, continued
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Table 5. State-Administered Programs Dealing With Food and Nutrition for

Summer Food Service
Program for Children

Department Division and Program Responsibilities and Activities

Public Special Milk Program Provides milk to students up to age 18 in institutions
Instruction for Children which do not participate in the meal programs;
continued milk is served free to children whose family income falls

within specified levels.

Designed to accommodate childrens’ nutritional needs
during summertime when school is riot in session;
serves free meals at approved sites or in residential
camp settings to economically disadvantaged children
up to 18 years of age.

Table 6. State-Administered Programs Dealing With Health Care for

abortion program

Division of Health Services
Preventive Health
Services Block Grant

Adolescent Pregnancy
and Prematurity
Prevention Projects

Child Health
Program
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the Poor
Department Division and Program Responsibilities and Activities
Human Division of Social Services
Resources State-funded Service provided to indigent individuals and AFDC

recipients; abortion must be performed within first

135 days of pregnancy, and the individual must

either be an eligible minor, a victim of rape or incest,
mentally retarded, have her health impaired by pregnancy,
or be carrying a deformed fetus.

Federal grant allocating funds to local health departments
to provide basic public health services for economically
disadvantaged recipients.

Maternal and Child Care Section

Counseling and educational programs designed to
reduce the number of unintended adolescent pregnancies
among low-income women and to improve the health of
pregnant adolescents and their infants.

Program designed to evaluate and monitor the health of
eligible low-income children by a public health nurse
at Well Child Clinics run by local health departments.

—




Statutory
or Regulatory

Expenditures in NC FY 1987-88 (in 1000s)

Authority Local State Federal Total
7 CFR Part 215 0 0 121.0 121.0
7 CFR Part 225 0 0 2,569.0 2,569.0
Totals: $313,772.0 $11,607.0 $428,877.5 $754,256.5
Statutory Expenditures in NC FY 1987-88 (in 1000s)
or Regulatory
Authority Local State Federal Total
G.S5.14-45.1 $0 $924.5 $0 $924.5
(Program authorized
by biennial appro-
priations bills
passed by General
Assembly)
None 0 4,624.3 2,040.7 6,665.0
P.L.90-21.5 NA 933.4 481.7 1,415.1
Chapter 479,
1985 Session Laws
G.S. 143B-142 (NA 4,242.9 4,191.6 8,434.5)

NA: Not Available

(These funds included in overall Medicaid program spending)

—continued on page 38
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the Poor, continued

Table 6. State-Administered Programs Dealing With Health Care for

Division of Health Services

Maternal Health
Perinatal Program

Children’s Special
Health Services
Program

Dental Health Section
Dental Public
Health Program

Division of Medical Assistance
Medicaid

Baby Love Medical
Assistance Program

Healthy Child
and Teens Program

Department Division and Program Responsibilities and Activities

Human Epidemiology Section

Resources Environmental Epidemiology Branch

continued Lead Screening Available to patients aged 1-2 years from poor families.
Program Screening tests are done at local health departments to

determine the level of lead in the blood; if elevated, the
home and child are evaluated for sources of lead toxicity
requiring further treatment.

Maternal and Child Care Section
Maternal and Child Health Branch

Serves pregnant women, and infants up to 28 days old,
who have low incomes. Activities are run by local
hospitals, high-risk clinics, and health departments.

Developmental Disabilities Branch

Services designed to provide health care for children and
youth through age 21 who are financially eligible and
who have certain chronic diseases or conditions hindering
normal development. Program includes a network of
specialty clinics, treatment services, and reimbursement
to medical and health care providers for services.

Service available to children from 5-12 years of age
who are also eligible for free school lunches. Provides
educational and preventive dental services, and clinical
services to eligible children in counties with public
health dentists.

Pays for health services for qualified financially needy
aged, blind, and disabled citizens as well as for

poor children, pregnant women, and those who receive
AFDC. The program covers a full range of medical
services, including hospitalization, physician visits,
medications, dental care, and long-term institutional care.

Medical Policy/Utilization Control Unit

Medicaid program for women, and children up to age

2, who are at or below 100% of the federal poverty level.
Program aims to remove financial barriers which prevent
poor pregnant women and infants from gaining access to
medical care; aims to ensure early and continuous prenatal
care for low-income pregnant women.

Preventive health care program available to all Medicaid-
eligible children and youth up to age 21. Provides
diagnostic care, health screening, and treatment.

—

38 NORTH CAROLINA INSIGHT




Statutory

Expenditures in NC FY 1987-88 (in 1000s)

or Regulatory
Authority Local State Federal Total

G.S. 130A-5 0 0 86.6 86.6

G.S. 143B-202

G.S. 130A-124 NA 5,504.3 4,810.8 10,315.1

G.S. 143B-142

G.S. 130A-124 0 7,599.8 1,250.8 8,850.6

G.S. 130A-366 0 0 525.0 525.0

(Figures are estimates)

P.L. 89-97 42,400.0 253,100.0 638,100.0 933,600.0

G.S. 108A-54

P.L. 99-509 (600.0 3,200.0 8,200.0 12,000.0)
(These funds are included in overall Medicaid program spending)

P.L. 89-97 (100.0 600.0 1,500.0 2,200.0)

NA: Not Available

(These funds are included in overall Medicaid program spending)

——continued on page 40
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the Poor, continued

Table 6. State-Administered Programs Dealing With Health Care for

Services for
the Homeless
Block Grant

Medical Services Unit
Medical Services

Department Division and Program Responsibilities and Activities
Human Division of Mental Health, Mental
Resources Retardation, and Substance Abuse Services
continued CAP-Mental Medicaid-funded program open to Medicaid-eligible per-
Retardation sons (both children and adults) with developmental
Program disabilities. Funds provide for purchase of medical
equipment, home mobility aids, respite care, homemaker
services, and case management.
Mental Health Federal grant used to

provide outreach, mental health,
and case management services
to homeless people who are
chronically mentally ill.

Division of Services for the Blind

Program provides for eye examinations, glasses, treat-
ment, surgery, and screening for vision defects for
economically eligible clients.

Table 7. State-Administered Programs Dealing With the Elderly Poor

Act Programs

1. TitleIII Programs

2. Title V Programs

Department Division and Program Responsibilities and Activities
Human Division of Aging
Resources Foster Grandparents Program for older adults below the poverty level;
Program provides for activities with economically and
socially disadvantaged youth.
Oldeér Americans Locally-administered programs to serve socially and

economically disadvantaged citizens over 60.

Access, in-home, legal, senior-center, nutrition and other
services to persons over 60, targeting socially and econom-
ically disadvantaged elderly and low-income minorities.
Provides subsidized part-time community service em-
ployment for low-income persons 55 and older.
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Statutory Expenditures in NC FY 1987-88 (in 1000s).
or Regulatory

Authority Local State Federal Total
P.L.97-35 200.0 900.0 2,400.0 3,500.0
P.L. 100-77 0 0 290.0 290.0
G.S.111-8 0 1,146.0 0 1,146.0
Totals: $42,600.0 $274,732.3 $649,985.6 $967,317.9

Statutory Expenditures in NC FY 1987-88 (in 1000s)
or Regulatory

Authority Local State Federal Total
G.S. 143B-181.1 $68.0 $0 $3204 $388.4
P.L. 100-75 2,526.6 1,042.9 17,634.0 21,203.5
P.L. 100-75 130.8 0 1,478.6 1,609.4

— continued on page 42
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Table 7. State-Administered Programs Dealing With the Elderly Poor

continued
Department Division and Program Responsibilities and Activities
Human Division of Aging, continued
Resources Social Services Block Programs based on a sliding fee scale providing
continued Grant for Respite respite support to families of infirm persons
Care Programs over age 60.

Division of Social Services
Public Assistance Section
State-County Special Provides monthly payments to eligible residents
Assistance for Adults in family care homes and pays for care of older adults.
Payment is made on an income-based formula and
provides up to $721 per month per individual.

U.S. Department Social Security Administration

of Health and Local Social Security Administration offices
Human Services  # Supplemental Security  Basic federal cash assistance grant to low-income
Income (SSI) elderly persons.

# Not a state program, but the benefit is an intergral part of the public assistance system.

Table 8. Other State-Administered Poverty Programs

Department Division and Program Responsibilities and Activities
Human Division of Social Services
Resources Social Services Federal funds allocated to the 100 county departments of
Block Grant social services to provide 12 mandated and 18 optional
services for the disadvantaged and for at-risk children
and adults.
Natural Division of Community Assistance
Resources and Community Develop- Funds allocated to local government agencies who apply
Community ment Block Grants for grants on behalf of particular planning projects
Development (CDBG) designed to assist local government in preparing CDBG
applications.
Division of Economic Opportunity
*  Community Services Provides services for the poor in the areas of employment,
Block Grants education, housing, emergency assistance, and community

involvement to assist them in moving above the
poverty level.

S
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Statutory Expenditures in NC FY 1987-88 (in 1000s)
or Regulatory

Authority Local State Federal Total
G.S. 143B-202 404 0 2824 322.8
G.S. 143B-153 26,584.0 26,584.0 0 53,168.0
G.S. 108A-40
20 CFR 416.101 0 0 (81,926.4) (81,926.4)

-416.2227 (estimates)
(Payments included in Social
Security entry, Table 1)

Totals: $29,349.8 $27,626.9 $19,715.4 $76,692.1

Statutory Expenditures in NC FY 1987-88 (in 1000s)
or Regulatory

Authority Local State Federal Total
None $28,269.0 $0 $41,559.7 $69,828.7
G.S. 143B-276 0 0 50.6 50.6
G.S. 143-323
P.L.97-35 0 0 8,412.2 8,412.2
G.S. 143B-276;

G.S. 143B-277,
G.S. 143-323(d)

—continued on page 44
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Table 8. Other State-Administered Poverty Programs, continued

Department Division and Program Responsibilities and Activities

Natural *  Community Action Provides funds to supplement Community Services
Resources Partnership Block Grant funds for services to the poor in employ-
and Community Program ment, education, housing, emergency assistance, and
Development, community involvement to assist them in moving
continued above the poverty level.

* An asterisk denotes programs designed to lift people out of poverty; others are maintenance programs.

Department

Division and Program

Table 9. Private Agencies Established by Statute to Deal with Poverty

Responsibilities and Activities

Independent

Independent

Independent

N.C. Rural Economic
Development Center

N.C. Enterprise Corporation

Legal Services of
North Carolina, Inc.

44 NORTH CAROLINA INSIGHT

Private, nonprofit corporation established by the General
Assembly in 1986 to carry out research, demonstration
projects, and policy analyses. Mission is to improve
economic conditions in the state’s rural areas and to
ensure that poor and working people benefit from
improved economic conditions.

Private, for-profit corporation established by the
General Assembly in 1988 to provide loans to help
businesses get started in rural counties in order to
provide jobs for low-income residents.

Private, non-profit corporation organized in 1976 by the
N.C. Bar Association to administer a system of programs
delivering legal services to the poor. LSNC is a
confederation of 15 geographically based field programs;
three special client programs addressing problems

of migrant farmworkers, prisoners, and persons with
mental handicaps; a Resource Center which undertakes
state-level policy advocacy; the N.C. Clients Council;
and a central administrative office.



Statutory Expenditures in NC FY 1987-88 (in 1000s)
or Regulatory
Authority Local State Federal Total
G.S.113-28.21 0 0 986.6 986.6
Totals: $28,269.0 0 $51,009.1 $79,278.1
Statutory Expenditures in NC FY 1987-88 (in 1000s)
or Regulatory
Authority Local State Federal Total
G.S. 55A-1 $0 $2,000.0 $0 $2,000.0
{Private funds added $100,000 to total)
G.S. 55A-1 (No direct appropriations involved, but State Treasurer has invested
$20 million in public funds in the N.C. Enterprise Corporation)
P.L.93-355 114.0 0 $8,339.9 $8,453.9
42 USC 2996 {Legal Services also receives other funds from private sources,
et. seq. including the N.C. Bar Association and United Way, that
raise funding up to $9.6 million)
Totals: $114.0 $2,000.0 $8,339.9 $10,453.9
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Table 10. Boards, Commissions, and Councils Dealing with Poverty
Department Division and Program Responsibilities and Activities
Human Governor’s Advisory Makes recommendations on improvement of services to
Resources Council on Aging the elderly (including those with low incomes) and on
coordination of programs with other state agencies to
provide these services.
Social Services Establishes standards and adopts rules and regulations
Commission for public assistance and social services programs.
Natural Job Training Serves as policy adviser to the Governor on issues relating
Resources Coordinating to job training in the state; has overall responsibility for
and Community Council all JTPA programs, and reviews plans and activities
Development to see that they are moving toward goals and objectives.
Administration Indian Housing Provides improved housing for low-income Indians
Authority throughout the state.
Governor's Advocacy Acts as advocate for children and youth (including
Council on Children those who are economically deprived); assists in
and Youth developing and coordinating child advocacy
systems on regional and local levels; identifies needs and
makes program recommendations.
N.C. Human Enforces the N.C. Fair Housing Law, which prohibits
Relations Council discrimination in most housing on the basis of race, color,
gender, or national origin. The Council also works to pro-
vide equal opportunities in the areas of employment, edu-
cation, public accommodations, and governmental services.
N.C. Farmworkers Council Studies and evaluates existing systems of delivery of
services to migrant workers; seeks methods to improve
their living and working conditions.
Governor's Commission Studies ways to coordinate literacy training programs
on Literacy currently available through the state’s community colleges,
literacy councils, community action agencies, and libraries.
Commerce Employment Security Plans and implements programs to reduce and prevent
Commission unemployment, assists in vocational training, and provides
reserves for high-unemployment periods.
Tables prepared by Kim Kebschull, Kurt W. Smith, Nancy Rose, and Jack Betts



Environmental Agency
Consolidation Bill
Statut: Numb
or Regulatory pmber To Affect N.C. Poverty
Authority Members Program Administration
G.S. 143B-181 33

Legislation designed to restructure the
state’s environmental management machinery
to enhance environmental protection will di-
G.S. 143B-153 11 rectly affect the organizational structure of
agencies that administer four key North Caro-
lina poverty programs. Sen. Russell Walker
G.S. 143B-344.14 17 (D-Randolph) and Rep. Joe Hackney (D-
Orange) have proposed legislation creating the
Department of Environment, Health, and Natu-
ral Resources to replace the Department of
Natural Resources and Community Develop-

G.S. 157-66 9 ment (NRCD) and to assume some of the health
functions of the existing Department of Human

G.S. 143B-414 17 Resources (DI‘IR) 'BOth NRCD and DHR have
major responsibilities for state poverty pro-
grams.

If the General Assembly approves Walker’s
and Hackney’s proposal (SB 354 and HB 480),
G.S. 143B-391 20 three agencies and several boards with poverty
responsibilities in NRCD and one agency in
DHR will move to other state departments. The
list includes:

The Community Assistance Division in
NRCD, which will move to the Department of
G.S. 143B-426.25 1 Commerce; the Economic Opportunity Divi-
sion in NRCD, which will move to the Depart-
ment of Human Resources; the Employment

Executive Orders: 17 and Training Division, the Job Training
32 on Feb. 16, 1987; and Coordinating Council, and the Rural Service
38 on March 12, 1987 Delivery Area’s Private Industry Council, all

G.S. 963 7 in NRCD, which will move to the Department

of Commerce; and the Division of Health Serv-
ices in DHR, which will move to the new De-
partment of Environment, Health, and Natural
Resources.

The restructuring thus lets the Govemor
retain control of four divisions (Community
Assistance, Economic Opportunity, Employ-
ment and Training, and Health Services) in
agencies whose heads the Governor appoints
(the Departments of Commerce and of Human
Resources).

e
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Welfare Reform: No Vacation from Poverty

by Daniel C. Hudgins and Fred Broadwell

In 1988, Congress adopted the Family Sup-
port Act, the culmination of years of effort at
serious welfare reform. The act, which puts
emphasis on preparing the poor for work, will
help to lessen some poverty and poverty-re-
lated crises, but it will fail to have any major
impact on poverty unless it is used as a catalyst
for more significant changes in national and
state welfare policy.

C olumnist Nancy Amidei recalls 2 meeting
of Washington officials discussing wel-
fare systems in European countries.! No sur-
prises emerged in the meeting until participants
mentioned that some countries offer vacations
to welfare recipients. Amidei wryly comments,
“Vacations are for people who work; people we
like; people like us. Americans who get wel-
fare are seen as none of the above; they’re a
breed apart, subject to different rules.”

Poverty is no vacation anywhere, and in
North Carolina there’s not even a three-day
pass. Yet some changes are in the offing. The
state government of North Carolina is in the
midst of planning the implementation of the
Family Support Act of 19882 — which many
are calling the most significant welfare reform
since public assistance programs began under
Franklin D. Roosevelt in 1935, What kinds of
changes will this réform bring to North Caro-
lina welfare policy? Will it help to alleviate
poverty and engender an attitude of equal citi-
zenship and respect for North Carolina’s poor,
or will it be business as usual? While the
picture remains cloudy, it looks as though we
are approaching another face-off between the
concerns of the poor and the forces of the
bureaucracy.

Reform: The Noblest of Intentions

The welfare reform initiatives which re-
sulted in the Family Support Act began with
the noblest of intentions. Advocates such as

the American Public Welfare Association and
the National Anti-Hunger Coalition began to
publicize the enormity of the childhood pov-
erty problem in this country., Drawing from a
number of studies of poverty programs, espe-
cially in the field of employment and training,
advocate groups aided legislators in drafting a
bill which provided a comprehensive approach
to the problem of child and family poverty.
The bill which eventually passed the U.S.
House of Representatives contained Aid to
Families with Dependent Children (AFDC)
benefit increases; money for training and edu-
cation; money for support services such as day
care, transportation, and extended Medicaid
coverage; better work incentives; and improve-
ments in child support policy. The bill encour-
aged simplification of welfare red tape. Most
importantly, the bill represented a new attitude
toward poor people. It said that they deserved
a minimum standard of living and a fair chance
to re-enter the labor market. The poor would
become, in Amidei’s words, “people we like;
people like us.”

But the tab for this proposal was expensive,
and in our budget-tight times, the House
version did not survive a joint House-Senate
conference committee. Instead, Sen. Daniel
Patrick Moynihan’s (D-N.Y.) weaker Senate
version became law, and what remains is wel-
fare reform on a shoestring budget. A better
term would be welfare revision, not welfare
reform.

The Family Support Act

It is important to realize that the provisions
of the Family Support Act will be implemented

Daniel C. Hudgirs, director of Social Services in
Durham County and a member of the N.C. Social
Services Study Commission, took part in drafting
the Family Support Act of 1988. Fred Broadwell is
a research associate at the Durham County Depart-
ment of Social Services.
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by both the federal and state governments. For
example, federal officials will direct the Na-
tional Academy of Sciences to study a guaran-
teed minimum income standard for all families,
and federal officials will write the key regula-
tions. By and large, however, the implementa-
tion of the law rests with state administrators
who have been given a large degree of flexibil-
ity. Therein lies a challenge for North Carolina
government officials.

In December 1988, the N.C. Division of So-
cial Services convened its first meeting of an
advisory welfare reform task force. The group,
comprising administrators and advocates from
within and outside the welfare field, is assisting
the division in drafting its implementation plan.
In North Carolina, changes in three areas must
be ironed out: Aid to Families with Dependent
Children; child support; and employment and
training programs.> What are the key issues
involved?

AFDC Payment Levels

Welfare reform could have changed the AFDC
program drastically, by combining AFDC and
food stamps and turning both programs into a
comprehensive family support system. Many
advocates and professionals hoped that would
happen, but the administrative and cost hurdles
of such a program were too high. Instead, the
new act provides only a few, albeit worthy,
changes in the existing program.

First, the act creates better work incentives
for AFDC recipients. A new budgeting for-
mula will be used to determine the amount of
AFDC payments for those with earned income.
Standard monthly deductions for work-related
expenses and for work incentives also will in-
crease, which will boost the amounts of AFDC
payments to the working poor. The standard
work deduction will increase from $75 to $90
per month. The monthly allowance for child
care will increase from $160 per child to a
maximum of $175 or $200 for a child under 2.
And a complicated work incentive formula also
will increase the amount available to a working
parent. For instance, a working mother with
two children, who earns $750 2 month on the
job, gets a $157-per-month AFDC check under
the old rules. Under the new formula, she will

—

get $243 per month — a net increase of $86,
thanks to welfare reform. Equally significant,
beginning in April 1990, the state must provide
12 months of child care and a Medicaid transi-
tion benefit for AFDC recipients who go off
welfare and into a job.

The act also calls for states to re-evaluate
AFDC payment levels every three years. If the
state takes this provision seriously, the act can
spur action on the worst omission of this wel-
fare reform — the lack of an increase in the
current AFDC level. A review may help en-
courage North Carolina legislators to raise
North Carolina’s pitifully low payment level
(see page 14, for more). AFDC provides barely
a third of the federal poverty level income, and
even with food stamps, welfare recipients
barely approach two-thirds of the poverty line.
One other provision which is sure to stir con-
troversy is whether the state should exercise a
new option in 1989 to require minor parents to
live with their parents as a condition for receiv-
ing AFDC.

Child Support Tightens Up

From the beginning, the welfare reform move-
ment stressed that parents should be respon-
sible for their children. Accordingly, strength-
ening child support enforcement became a key
element of the legislation. Moreover, the rela-
tive budget neutrality of the child support pro-
visions — requiring little or no new tax funds
— protected this part of the legislation through
the compromise process.

Important changes will affect the child sup-
port program. The most dramatic change is
mandatory withholding of child support pay-
ments from a responsible parent’s wages, be-
ginning in October 1990. Current estimates
project that about 75 percent of parents are
delinquent at some time in paying their child
support.* This provision may not bring fami-
lies out of poverty, but it will help prevent dis-
astrous disruptions in a poor family’s income.

A second major improvement is the require-
ment that states promptly respond to requests
for child support assistance and that payments
be distributed promptly. Currently in North
Carolina, waits of up to two months exist be-

—continued on page 93
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Poverty

Profiles 1n

by Mike McLaughlin
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. PROFILES IN POVERTY

......

Numbers and statistics abound about what constitutes poverty and who is
impoverished, but to the thousands of people across North Carolina struggling
to put food on the table and keep the telephone and the lights turned on, poverty
is not an abstraction. Neither is poverty the stereotypical image of idleness held
by many members of the public. Each family is different, and if one looks
beneath the surface, there usually are reasons for a family’s plight that go far

beyond indolence.

In the far west mountains of Graham County, a young mother with a dis-
abled husband and two children regularly travels 70 miles to a community
college to acquire secretarial skills in hopes of some day lifting her family
above the subsistence level. Down east, a Cumberland County single mother
lays ambitious plans to become self-sufficient by completing a nursing program
while caring for a 2-year-old and triplets less than a year old. And in Raleigh,
a disabled painter struggles to regain the dignity he lost when he was forced
into the streets while seeking his Social Security disability benefits.

All of these people depend heavily on public assistance to survive. In the
pages that follow, these recipients tell their stories—in some instances offering
suggestions on how programs could be better designed to help lift people out of
poverty while preserving the dignity of the poor.

Horace and Anita Wilson, Robbinsville

H orace and Anita Wilson were a proud moun-
tain couple who asked nothing of anyone
until Horace dropped out of the work force for
health reasons and launched a battle for Social
Security disability benefits eight years ago. Three
rent-subsidized houses later, they are struggling
to buy their own home on a five-acre tract of land
about two miles outside the town limits of Rob-
binsville, the Graham County seat. They are
using part of Horace’s $291-a-month Aid to
Families With Dependent Children check to meet
the $150 monthly house payment.

Anita Wilson with her children Horace Jr. and
Rebecca. Anita and her husband Horace fought
and finally won an eight-year battle for Social
Security disability benefits.

The two-bedroom frame home is modest.
Unpainted two-by-fours support the roof above
the front porch. A bright square of linoleum serves
as the living room carpet, and an upholstered
pillow is stuffed into the hole left by a broken
windowpane in the front bedroom. Because there
are no back steps, Anita must step a couple of feet
from the back door down to the ground to hang the
wash on a clothesline that stretches across the
backyard.

Yet the Wilsons count themselves lucky—at
least as far as housing is concerned. Money from
a tobacco allotment that went with the property is
applied directly to the interest payments to keep

Mike McLaughlin is associate editor of North Carolina
Insight.
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their dream of home ownership alive.

“I want off welfare,” says Anita, 25. “This is
the first step—to get off HUD (the U.S. Depart-
ment of Housing and Urban Development Section
8 rent subsidy program). That saves the taxpayers
$150 amonth. It takes it out of my pocket, but I’'m
saving the hassle.”

But despite the creative financing scheme,
making the house payment depends upon juggling
too little money to pay too many bills. There is no
margin for error. A bill from Nantahala Power
and Light Company shows a $78.86 charge for a
month of summer service, but when the past-due
amount and the late charges are added in, the total
comes to $284.69, roughly equal to the Wilsons’
monthly AFDC check to support a family of four.
The family’s last house had a gravity-flow water
system, Anita says. She did not calculate into her
budget the cost of pumping water into the house
and the result has been a problem paying the
electric bill.

“You try the best you can,” says Anita. “I
nearly got the phone cut off last month because 1
hadn’t paid the phone bill in three months. The
telephone company, they let you get two bills
behind and [then] it’s a disconnect order, and the
power company, they’ll work with you any way
they can. I pay as much as I can on each bill and
still have a little pocket money to go back and
forth. He [Horace] sold his dog to make a truck
payment.”

The Wilsons get $282 a month in food
stamps, which they stretch with a large garden
and careful shopping. “We eat about as good as
anybody and better than most people on food
stamps,” says Anita. “We grow a garden and put
up our own food products. We have meat and
fruits. Ibuy steak and on food stamps and I’m not
ashamed of it. You can pay $1.98 a pound for
round rump steak and chop it up or pay $3.15 a
pound for stewing beef that is already cut.”

Much of the family’s clothing is purchased at
yard sales. The kitchen table was someone’s
castoff. “It was sitting out at a trash dumpster,”
says Anita. “The legs were taken off of it. We put
the legs back on it and scrubbed it down and used
it.”

The one luxury the Wilsons enjoy is an abun-
dance of time with their children, Rebecca, 5, and
Horace Jr., 9. “We call him Chubby, and he’s
about as skinny as a fence rail,” says Horace.

Anita says the nickname is a holdover from
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her first pregnancy. “When I was pregnant he
[Horace] called me Chubby, and when he was
born, he kept right on calling him Chubby,” says
Anita of Horace Jr. Both children are energetic
and playful. Horace Jr. shows off on his bicycle
for a visitor. He constructs an innovative model
of a tank out of Lego blocks and explains how it
would work. Without prompting from his par-
ents, he struggles with a homework assignment
for more than an hour. Rebecca shows that she

4

“He [Horace] sold his dog to

make a truck payment.”
—Anita Wilson

can do sit-ups like her brother and proudly dis-
plays her kitten and a litter of four-month-old
puppies. The children are not, however, ignorant
of the family’s circumstances.

“That last house we had, Daddy fell through
the floor in bedroom,” says Horace Jr.

“There were rats in the house,” says Rebecca.
“I had to get in the bed with Mama.”

Anita says she would like to work, but her
increased income would likely cost the family its
Medicaid benefits, which cover all but 50 cents
for every medical visit and prescription and all
but $2 for each dental checkup. “The Medicaid is
what is the problem,” she says. A family is no
longer eligible for Medicaid if household income
after medical expenses exceeds 133 percent of the
state AFDC payment level, or $392 for a family of
four. “That is why so many women do not work,”
says Anita. The problem is compounded by the
potential for staggering medical bills for Horace,
who suffers a litany of ailments, including a de-
generative nerve disorder called chronic sensory
motor neuropathy, arthritis, elevated levels of fat
and lead in his blood, and chronic back pain he
traces to an injury he suffered as a young man
while lifting a Volkswagen to impress his friends.
“The doctor says I have four times as much lead in
my system as I'm supposed to,” says Wilson,
“and it wasn’t the liquor I used to drink either,




because I told them right fast I knew how it was
made.” Wilson, 40, reads at a third-grade level
because of dyslexia. He worked 16 years—much
of it clearing right-of-way and operating heavy
equipment for a highway construction company—
before his doctor advised him to leave the work
force in 1980. The Social Security Administra-
tion rejected his bid for disability benefits, con-
tending that although he could not do construction
work, there were sedentary jobs he could do, such
as light assembly or inspection of finished goods.
He has been fighting the decision ever since.

Wilson’s disability also is indirectly keeping
his wife out of the work force, he says. If Anita
were to secure a job offering family insurance
coverage, his medical problems would be consid-
ered a pre-existing condition and his bills would
not be covered for the first year. “She can’t work
unless it cuts us out of everything,” says Wilson,
“and she can’t earn enough to cover it [the medi-
cal expenses]—even a third.” (That will change
under federal welfare reform legislation called
the Family Support Act of 1988, which takes
effect in April 1990. Under the act, Medicaid
benefits will remain in place up to 12 months after
a wage earner enters the work force, aslong as the
family’s gross income after child care expenses
does not exceed 185 percent of federal poverty
guidelines.)

Wilson says because of his long absence
from the work force, his eligibility for Social
Security Disability ended in 1985. If he were to
drop his appeal and return to work, he would not
be eligible for Social Security disability benefits
unless he were able to work for a number of years.
If Wilson were not able to work long enough for
his Social Security eligibility to be restored,
which he contends is likely, he would have to
depend on Supplemental Security Income, which
generally provides only subsistence payments and
imposes stringent restrictions on property owner-
ship.

“Hell, myself, I'd way rather be a-working,”
says Wilson. “Just to tell you the truth, son, it
drives me crazy as hell to have to sit here.” His
frustrations are aggravated by the resentment he
feels from some neighbors. Wilson keeps a bass
boat in his yard which he says belongs to his
mother. He uses the the boat to go fishing on
nearby Lake Santeetlah. “People thinks we really
got it good,” says Wilson. “They say, ‘Oh, they

got it made. All he’s got to do is just lay around
and fish.” They think if they see me on the lake
fishing that’s all I do. They see me on the road
with the boat, and they think I fish all the time.”
Often, says Wilson, he must pull the boat up to the
bank and lie in the grass and rest.

Anita says she has no doubts about her
husband’s condition. “If I thought he was putting
on, I’d leave his ass in a minute,” she says.

The Wilsons say the welfare system could be
improved to better serve recipients, but the chief
need is a change of attitude among service provid-
ers. They say the Graham County Department of
Social Services is too quick to make judgments
about who needs and deserves help, and some-
times discourages qualified applicants for aid
programs from seeking assistance. Anita says the
state Division of Social Services should make
unannounced checks to assure that applications
for food stamps and AFDC are being processed in
a timely manner at local social services offices.
Horace believes social services directors should
be replaced periodically so they do not accumu-
late too much power in a county where more than
a quarter of the population lives in poverty and the
unemployment rate averages 10 to 12 percent.!

Despite the obstacles, Anita is preparing her-
self with the hope of some day entering the labor
market. An eighth grade dropout, she has earned
her General Educational Development diploma
and is enrolied in a two-year secretarial program
at Tri-County Community College in Murphy.
She alsois a district Legal Services board member
and does volunteer work, such as helping the
elderly understand the benefits to which they are
entitled. “I don’t want people to compare us to all
food stamps recipients, because our faults are not
their faults,” says Anita. “You can’t judge all
people by one person. I don’t work, but I do my
best to help out the community I live in.”

® %k %k

Social Security disability benefits were fi-
nally approved for Horace Wilson following a
November 1988 administrative hearing in which
a vocational expert testified that there were no
jobs Wilson could perform. Wilson will be eli-
gible for back benefits, as well as a monthly sti-
pend. Anita Wilson says the Wilsons have added
a back porch and fixed the broken window in the
children’s bedroom since McLaughlin's visit.
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Ben Jones, a former neighbor of Gov. James G. Martin, knows what it is like to be locked out of
government programs 1o aid the poor.

f the Governor had a block party and invited

his closest neighbors, he would have to put
Benjamin Jones on the guest list. Until November
1988, Jones lived in a Spartan boarding house
with a name more fitting for a quaint bed and
breakfast lodge—Mansion Square Inn. His win-
dow commanded a view of the stately Victorian
Executive Mansion across the street, but the
wrought-iron fence that surrounds the Governor’s
residence is a vivid reminder of the vast divide
that separates Jones from his neighbor.

The boarding house is home to people
plagued by mental problems, marginal jobs,
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and-—in the case of Jones—health problems and
bad luck. He cooks his meals in his microwave
oven and stores his food in a tiny refrigerator that
came with the room. But the corner room at
Mansion Square was a palace compared to the
depths Jones sank to while he was fighting for his
Social Security disability benefits. His resources
dwindled away to nothing, and he was forced out
on the streets.

“If Idon’t get but $100 a month, I’m going to
stay away from out there if I can,” says Jones, 57.
“You have to go through it to really know what it
is all about—and I don’t wish that on nobody.”

Vireinia McGee




Jones is a Korean War veteran and a widower
with a 24-year-old son living in Elizabeth City.
His decline began in 1985 when dizziness caused
by diabetes forced him off the high ladders he had
climbed for 19 years as a self-sufficient house-
painter. He suffered diabetic neuropathy, which
interfered with his circulation and caused his feet
and ankles to swell so that it was painful and
difficult for him to walk. When he lost his job,
Jones says, he quickly got two months behind on
his rent. The landlord evicted him, seized his
belongings, and sold them. “I just took the loss,”
says Jones. “You try to get it out of your mind and
forget it, but you can’t forget some things. That
was a terrible loss. I hate to even think about it.
All of a sudden, I'm in the streets with nothing
except what I had on.”

Jones moved into a one-bedroom house with
a friend, the friend’s wife, and their two children.
Jones slept on the couch while the children slept
in the basement. But Jones’ friend was having a
hard time himself, and there were not enough
groceries to go around. “Isaid, ‘Sam, I’m incon-
veniencing you. I've got to go,’” says Jones. “It
wasn’t enough for five people.”

Jones says he moved next door to a place
called Lydia’s on a promise that he would pay the
$35 weekly rent when his disability came through.
“It was a flophouse really,” says Jones. “She
became skeptical and doubtful and told me I
would have to leave.”

Next stop for Jones was the streets. “You
need an intermediary,” says Jones, “something to
save a man’s pride and dignity, but there is no
ledge—nowhere to hang on to even with your
fingernails, so you just go down.” For 18 months
Jones had no permanent address. He says he slept
mostly in homeless shelters but sometimes in
empty cars and on front porches. He qualified for
food stamps and Medicaid, but his bid for disabil-
ity benefits was initially rejected, in part because
of inadequate medical records (Jones had rarely
visited a doctor). The appeals process dragged on
for months, Meanwhile Jones got an education on
what the world looked like from the bottom.

There were people with mental problems and
people with drinking and drug problems and just
plain bums who would rather take advantage of
others than go to work, says Jones. And some of
the sights he saw were enough to sour him on the
human condition. “There were some guys and a

girl in the bushes, man, they were acting like they
were in privacy—taking liberties. It was the
damnedest thing I have ever seen,” says Jones.
“People were standing around laughing. She
didn’t resist or anything. I thought it was the
lowest form of life I had ever seen. I walked away
down the street. It made me sick.”

Strong-arm robbery was a common occur-
rence, says Jones, and often a victim would be set
up by a seemingly friendly invitation to sip some
wine or liquor. “You got some prejudice out
there,” says Jones. “They’ll ask some white guy
if he wants to drink some wine, and as soon as he
gets drunk, they’ll take his money. You see them
walking out on the streets with black eyes and
bleeding. It’s a jungle out there. It’s survival.”

Jones says those who got government checks
had particular need to be wary of robbers. “They
would run in packs of two or three,” says Jones.
“They know what days of the month to look for
you. On the first of the month. . ., they are there.”

He says he avoided a beating or a robbery by
listening well and steering clear of those who
bragged about their exploits and by playing on his
disability to avoid drinking sessions that might
cause him to drop his defenses. But Jones says the
psychological trauma of living in a shelter for the
homeless was as bad as the threat of physical
abuse. “You don’t be looking that well,” says
Jones. “You’re not shaved, you’re smelly, you’re
ragged. The stink in that place, it can’t help but
get in your clothes.”

His son came to visit him at one of the shel-
ters, and Jones felt ashamed. “I hated for him to
see me like this,” Jones says.

The shelters closed in the mornings and Jones
would spend the day hanging out in laundromats
and fast food restaurants. When the city of
Raleigh virtually shut down one winter day with
two inches of glare ice on the streets, Jones found
himself negotiating the sidewalks all day on swol-
len ankles with a cane. Soon he found himself
slipping in with the street crowd. “You don’t feel
like you are presentable enough to be anywhere
else,” says Jones. “You feel comfortable. You try
to keep an image but you can’t do it because you
ain’t got anything to do it with.”

Jones began to learn about another kind of
prejudice—the kind that tends to lump together
everybody on the streets as good for nothing.
“People judge you by the company you keep,”

APRIL 1989 55



says Jones. “When I was doing well, I did the
same thing. I said, ‘Look at all these people.
They don’t want to work or do anything.” But you
see a man who is down, sleeping on a bench, you
don’t know why he’s there.”

Jones also ran into kindness on the streets. A
photographer with a downtown studio befriended
him and often invited him to spend the day in the
studio. Jones began to worry that he was frighten-
ing off customers. A woman at The Ark shelter
took an interest in his welfare and began to let
him stay until 9 a.m. instead of the usual 7 a.m. so
that he could administer his insulin shots and get
cleaned up after the rest of the shelter crowd had
already hit the streets.

Jones had gotten Medicaid and food stamps,
but he says he was getting nowhere in securing
disability benefits until the photographer took
him to a Legal Aid lawyer. “If it wasn’t for him,
I’d still be waiting,” says Jones. “I had 15 letters
saying the same thing in different terms. If a
person has a quality lawyer, they’ll look at him
and say, ‘Hey, he’s got representation,’” says
Jones. “If you don’t have representation, they’ll
just keep stringing you along.”

Jones” Social Security benefits finally came
through in May of 1988—about the time he was
getting out of the hospital after surgery to im-
prove his circulation. He spent a few weeks in a
rest home in rural Wake County but could not
abide the isolation and returned to Raleigh to the
boarding house. A $3,015 lump-sum settlement
for back benefits put money in Jones” pocket for
the first time in years, but it also caused an inter-
ruption in his Medicaid benefits. He was advised
to spend the money down to the $1,500 limit so
that he could qualify for Medicaid again. Jones
readily complied, buying himself a bed and a
dresser, a television, clothes, and sheets and cur-
tains for his room. Jones also entered into a 17-
month rent-to-own agreement for a stereo system
at a cost of $99 a month. (For more on rent-to-
own agreements, see Volume 10, No. 3 of North
Carolina Insight, pages 2-16.)

Within four months the extra money was
gone but so was the remaining $1,500. Jones was
down to $10 in his bank account with only the
$328 Social Security disability check and a
monthly $46 Supplemental Security Income
check to live on. Jones concedes that he may have
gone overboard, but explains it like this: “If I get
some money to buy me just a little pinch of de-
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Jones outside his new quarters at The Sir Walter
Apartments, a center for low-income and dis-
abled citizens.

cency, I'm going to do it.”

With his $235-a-month rent and the $99-a-
month stereo payment, however, Jones had
roughly $40-a-month in spending money. He
says a trip to the laundromat cost him $5, and the
cab fare to the grocery store down the street ran
him another $5. In October, Jones applied for
food stamps—which he had lost while in the hos-
pital—and was told he might be eligible for $10to
$15 a month. He put in an application for an
apartment in a building for the elderly and the
disabled, which would trim his rent by more than
half, but was told the waiting list was six to 12
months long. In November Jones got a break
when an efficiency apartment became vacant and
he was invited to move in right away. Jones is
still awaiting Veterans Administration disability
benefits that could boost his income to $516 a
month.

But while he waits, the rent-to-own stereo
might have to go. “It’s going to be close. It’s

Viroinia Me(ep




going to be very close,” says Jones. “I wish I
could paint a little but I can’t stand that long. I
hate to lose anything. Not whenI've been without
anything for so long.”

Among Jones’ chief complaints with public
assistance are the long waits, and lengthy forms at
social services. “They gave me such a hard time
the first time I didn’t want to go back,” says Jones.
“They dig deep down in your pride and your soul
and your business. They want to know your

Political promises to crack down on wel-
fare fraud have struck a chord with the elector-
ate in recent years. No one likes to think there
are able-bodied citizens who get a free ride at
the taxpayer’s expense. But how far would the
public go to help the poor?

The Public Agenda Foundation tried to
answer that question with an innovative re-
search method intended to overcome the limi-
tations of public opinion polling while preserv-
ing the use of representative sampling so the
results could be generalized to a wider popula-
tion. A total of 545 participants from five cities
in the United States were asked to evaluate six
different proposals for welfare reform: manda-
tory job search and training for recipients of
Aid to Families with Dependent Children; ex-
pansion of the Women, Infants and Children
program (WIC); expansion of the Head Start
program; income supplements for the working
poor; health insurance for the working poor;
and catastrophic illness and long-term care
programs for all Americans.!

The participants were given time to weigh
the pros and cons of each proposal—including
costs—so that the researchers could be assured
the respondents were familiar with the pro-
grams they evaluated.

The study, published in January 1988,
confirmed a negative attitude toward current
anti-poverty efforts but also found a willing-
ness to help those who cannot help themselves.
Participants gave good marks to Head Start, a
preschool program for disadvantaged young-

Helping the Poor:
How Far Would the Public Go?

grandmother’s maiden name. I don’t know why.”?

Jones also seems convinced the Social Secu-
rity Administration makes it as difficult as pos-
sible for low-income working people to collect
benefits when they become disabled. “You begin
to wonder, “When am I going to get some results,
instead of all this talk?’” says Jones. “It’s always
a prolonged thing. In other words, they are in
total command and in charge—and they let you
know that.”

sters, and to WIC, a nutritional supplement
program for low-income mothers and young
children. These were viewed as enhancing the
likelihood that youngsters from disadvantaged
backgrounds would grow up to become pro-
ductive citizens and thus were considered a
good investment of tax dollars.2

Participants strongly favored a required
work component in welfare programs, and dis-
approved of direct cash subsidies to working
poor families on grounds they might erode the
incentive to work. A hike in the minimum
wage was preferred over direct cash subsidies
as a means of assuring a minimum standard of
living for all Americans.®> The study found
strong support for guaranteed health insurance
for the working poor. Indeed, health care was
viewed in the study as “a basic right, and not a
form of welfare,” and there was general sup-
port for helping those who legitimately cannot
help themselves.*

Respondents were willing to pay more in
taxes to programs to help the poor, but their
generosity was not sufficient to pay the full
cost of any of the six proposals.®

—Mike McLaughlin

FOOTNOTES

Keith Melville and John Doble, The Public's Per-
spective on Social Welfare Reform, The Public Agenda
Foundation, New York, N.Y., January 1988, pp. v-vii.

2pid., pp. viil and pp. 24-42.

3Ibid., pp. ix and pp. 49-54.

“Ibid., pp. xi and pp. 57-61.

SIbid., pp. xii-xiii.
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 PROFILES IN POVERTY

Lisa Carroll, Fayetteville

L isa Carroll, an unmarried mother just a
couple of years out of her teens, counts her
four children a blessing, but she readily admits
she doesn’t need any more of that kind of bless-
ing. While she nurtures her children she also
nurtures a dream——that of getting a two-year nurs-
ing degree from Fayetteville Technical Commu-
nity College. To Carroll, 22, the question isn’t
whether she will complete the nursing program,
but when.

“I’m very confident about it,” says Carroll.
“It’s just something I know I will enjoy.” She
turns her attention to one of her infants. “And
it’s not going to take Mommy a long time to do it
either,” she says, “because Mommy will put her
mind to it and do it.”

Carroll’s story is one of a young woman who
might have done less with her life—were it not for
a set of triplets that forced her to set her sights
higher. She was working as the manager of a fast-
food restaurant in Atlanta earning $300 a week
when she learned she was pregnant a second time
and returned home to Stedman in rural Cumber-
land County. At five months the doctors in-
formed her she could expect not one new mouth to
feed but three. “I nearly passed out when they
told me,” says Carroll. So did her boyfriend, the
children’s father, when she phoned him in Atlanta
and told him about it. “He said, ‘You're joking,’
and I said, ‘Marvin, nobody jokes about having
three babies at one time.” The two had agreed to
separate when Carroll left Atlanta. Later the fa-
ther would move to Fayettevilie to be closer to the
children.

The six weeks Carroll spent in the hospital
before she delivered the triplets rekindled her
high school interest in nursing. “I just like
people,” she says. “I don’t want to see anybody

Lisa Carroll has her hands full with triplets A.J.,
B.J, and C.]., plus Tiffany, her two-year-old.

hurt and I will do all I can to help people.”

Carroll apparently has the academic aptitude
to achieve her goal. Her favorite subject in high
school was math, and her curriculum included
two courses in algebra and one in geometry. She
says she graduated 67th in a senior class of more
than 200 at Terry Sanford High School in Fay-
etteville. East Carolina University offered her a
partial track scholarship and accepted her into its
nursing program. But Carroll didn’t go. She was
living with an uncle because her mother and step-
father had asked her to move out. “T didn’t like
him hitting on her,” says Carroll. “She told me I
was wrong. Finally, he told me to leave and she
agreed with him.,” Without the support of her
family, Carroll did not believe she could afford
college. She served three months in the Army but
was injured and honorably discharged when a gun
fell out of a rack and struck her on the head.

Carroll says she was able to save $1,600
while working in Atlanta, but it quickly evapo-
rated when she moved back to Stedman and into a
two-bedroom mobile home with her sister and her
mother, who had separated from Carroll’s stepfa-
ther. She says she paid $400 to get a septic tank
installed at the trailer, $600 to pay off a phone bill
rung up by a homesick brother in the Army who
kept calling collect from Oklahoma and then
Korea, and $200 for a pump to run water to the
trailer. But the water, which was accessible only
at a pipe in the bathroom, wasn’t fit to drink
because the iron content was too high. “I was
planning to go back to work, but the doctor forbid
me to go to work when he found out I was having
triplets,” she says.

A big blow came when her car was repos-
sessed because she could not afford the $160 she
was supposed to pay on it every two weeks. “It
was a 1979 Grand Prix, and that was my first car
and I lost it,” says Carroll. “I had $1,124 left to
pay on that car. Ihad itless than a year. It was in
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real good condition. It hurt a lot. It hurt real
bad--but there was nothing I could do.”

Carroll was hoping to go back to work six
weeks after the delivery, but one of the triplets
had a blockage of the intestine that required sur-
gery and a colostomy. The infant needed close
and near-constant attention and for sanitary rea-
sons, Carroll’s doctors decided she should pro-
vide it. In October—nearly a year after moving
back to Stedman—Carroll took a part-time job at
a McDonald’s restaurant paying $3.35 an hour.

Carroll took the job just as a five-month
search for a low-income apartment was ending.

L4

“I’ve got to go to school. 1
cannot go back into fast food.
It's just not enough. It would
take too long to get in the
position I need to be in to take

care of all these kids.”
—I.isa Carroll

She began looking for a place to live in May and
was bounced back and forth between the Fay-
etteville Housing Authority, the Cumberland
County Department of Social Services, and a
nonprofit agency called Consumer Credit Coun-
seling. The agency sent her out to look at an
apartment that cost $300 a month, almost as much
as her $317 monthly Aid to Families with De-
pendent Children check. She ran into a backlog of
families seeking public housing at the housing
authority, and the one rent-subsidized house to
which the authority was able to refer her fell
through because the owner did not want the father
paying extended visits.

Carroll says she has ruled out marriage to the
father but still wants him to spend time with the
family. “We talked about it [marriage] many
times but there are too many complications,” says
Carroll. “He cut somebody in Atlanta—he [the
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victim] had to get 72 stitches, three inches from
the heart—just because I was riding in the car
with him, and I can’t stand it. I'm scared. He
wants to dominate, but he knows I’'m just not that
type of person. Even though we can’t be together,
I want him to share this with me since he was there
when it started.”

Social services told Lisa she would have to
get an eviction letter from her mother before she
could qualify for emergency housing funds, but
her mother refused to provide it. “She said she
was not telling anybody she was putting me and
these babies out,” says Carroll.

Meanwhile she and the triplets were sleeping
on a fold-out couch in the living room of the too-
hot trailer while Tiffany, who was not yet 2, slept
with Carroll’s mother and sister. The mobile
home was without air conditioning or shade, and
when the temperature rose above 100 degrees,
Carroll gathered up the children and took them
to her grandmother’s house or to the library.

Not surprisingly, Carroll’s chief complaint
about programs that aid the poor is a lack of
coordination among agencies that help with hous-
ing? But her luck turned when her case was
assigned to the early intervention unit of social
services and caseworker Sharon Alligood. “Miss
Alligood comes out to see me about once a week,”
says Carroll. “She brings me clothes, a swing—
she’s trying to see if she can get a stroller. She has
brought me supplies like powder, baby oil, wet
wipes, and soap for the baby. She is calling the
Housing Authority regularly, trying to see if she
can help me get in.”

In November of 1988, Carroll moved into a
mobile home in Fayetteville and set up her own
household. The mobile home is privately owned
and rents for $200 a month. The electric bill for
the first month was $105. With an AFDC check
of only $317, Carroll was left with only $12 to
cover non-food expenses for the month. Social
services had run out of day care money, so her
dream of enrolling in a community college nurs-
ing program would have to wait. Still, Carroll
refused to let go of her dream.

“One hospital might give you a scholarship as
long as you work for them for two years,” says
Carroll. “I’ve got to go to school. I cannot go
back into fast food. It’s just not enough. It would
take too long to get in the position I need to be in
to take care of all these kids.”



*

*

*

Harassing the Poor or Protecting the
Public Purse?

he stories of the Wilsons, Ben Jones, and Lisa

Carroll are varied, but they share a common
theme. Regulations intended to prevent fraud and
to assure that the undeserving do not get undue as-
sistance also can work a hardship on those who
are in need.

Here are a few examples:

—The system may encourage unlawful cheat-
ing because benefits are too low. North Carolina
ranks 42nd in the nation in its AFDC payment
level.* The combined value of AFDC benefits and
food stamps totals less than two-thirds of the fed-
eral poverty line for a family of three. But food
stamps can be used only for food. Even such
household items as napkins, toilet paper, and laun-
dry powder are excluded. The maximum monthly
AFDC payment of $266 for a family of three
amounts to 33 percent of the federal poverty level
of $807 a month, “The system encourages fraud
because the benefits are so low,” says Jane Wet-
tach, a lawyer with East Central Community Le-
gal Services in Raleigh. “It is virtually impos-
sible for a family without a public housing sub-
sidy to live on the amount provided. In order to
keep a roof over the children and the heat bill paid
and the kids in clothes, many mothers are forced
to try to pick up a little extra money. If it is re-
ported, the AFDC goes down. If it is not reported
and is discovered, they can be prosecuted. A real-
istic benefit level would avoid this situation.”

—The applicant might have to wait a long
time to receive benefits. There is no time limit for
processing applications for Social Security or
Supplemental Security Income programs. It can
take months or even years to get benefits, and
many applicants cannot afford to wait. Medicaid
applications must be processed within 60 days but
only if the applicant has supplied all verification
materials; Social Services eligibility specialists
get 45 days to process AFDC applications and 30
days to process applications for food stamps. The
same limits apply if the applicant fails to turnin a
monthly report on income, assets, and other eligi-
bility-related criteria. The application process

starts over again and the recipient must do with-
out benefits until they are reinstated. The one ex-
pedited application process is in the food stamps
program. It is triggered if the applicant has had
Iess than $150 in gross income for the month and
$100 or less in liguid assets such as cash or sav-
ings, or if the family’s combined gross income
and liquid assets are less than their monthly rent
or mortgage, plus utilities. In such cases, the ap-
plicant must receive his food stamps allotment
within five days of submission of a complete
application.

—If an applicant is denied aid, an appeal can
take months to resolve. Applicants for Social
Security disability benefits can be left with no
income while they appeal unfavorable decisions.
The N.C. Disability Determination Services Unit
in the state Division of Social Services, which
operates under contract with the federal Social
Security Administration, makes the first decision
on eligibility. If benefits are denied, the applicant
can appeal, and if he is again rejected, he may
request a hearing before a federal administrative
law judge. If the judge rules against the applicant,
the applicant may take his case to an Appeals
Council review at the Bureau of Hearings and
Appeals in Arlington, Va. The Appeals Council
is the applicant’s last option before taking his case
to federal court. Typically, appeals that are re-
solved by the Social Security Administration take
12 months or more.> If they wind up in federal
court, the appeals process can take years. In the
AFDC and food stamps programs, appeals are
resolved in a matter of weeks at the county level
or in two to three months if the case is resolved by
the state, but the delay in receiving benefits may
still work a hardship on a poor family.

—There is no statewide general assistance
program for adults. Adults who are not disabled
or elderly and who have no dependent children
are not entitled to any program of public assis-
tance providing ongoing cash support. These citi-
zens may be left without any means of supporting
themselves if hit with a sudden loss of income due
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to illness or unemployment. Although the Em-
ployment Security Commission provides unem-
ployment benefits for those who meet its eligibil-
ity criteria, North Carolina is one of a minority of
states with no general assistance program.5

—If an applicant has a little money, he might
have to spend it to become eligible for Medicaid.
To qualify for Medicaid assistance, a recipient
can have no more than $1,500 in savings or other
assets (excluding burial plot, homesite, and car if
used for medical visits). The intent of the regula-
tion is to assure that the government does not foot
the bill for those who are able to pay their own
way. A bank balance of $1,500 or less, however,

is a thin margin for a person already in poor health
and facing substantial medical bills. If outgo
exceeds income, as is often the case in Medicaid-
eligible families, the remaining $1,500 quickly
melts away as it goes to meet monthly bills. In
addition, this regulation may encourage the appli-
cant for Medicaid assistance to deplete his assets
to get within the $1,500 limit. Medicaid also
carries strict categorical eligibility restrictions.
For example, an adult without children would not
be eligible for Medicaid unless he was totally
disabled for at least 12 months. For a variety of
reasons, many North Carolina citizens do not have
private health insurance, and these citizens may

be confronted with medical

expenses they cannot pay.

(For more on this problem, see
“Health Care for the Poor:
Adequacy, Availability, and
Affordability, p. 122.)
—Lack of transporta-
tion may discourage partici-
pation in public benefits pro-
grams. The poor often have no
means of transportation.
When they arrange a ride to
the county social services of-
fice to apply for aid programs,
they find they must also visit
the health department for a
birth certificate, the bank for
account information, and the
Social Security Administra-
tion for Social Security num-
bers for all family members. If
they apply for Medicaid, they
may also need to visit the hos-
pital or a physician’s office for
medical records. If housing
assistance is needed, that too
will require one or more sepa-
rate stops. There may also be
additional stops for emergency
food, clothing, or utilities as-
sistance from private agencies.
The problem is particularly
pronounced for residents of
rural areas, who do not have
the benefit of public transpor-
tation. For example, many
elderly citizens may be en-




titled to only $10 to $15 a month in food stamps.
It might cost that much to arrange a ride from a
remote crossroads to the county seat to apply.

—~Resources in some programs are so limited
that eligibility does not guarantee participation.
Waiting lists are long for such non-entitlement
programs as subsidized day care and housing. A
survey of county social services departments
taken in December 1988 found about 9,400 chil-
dren were on waiting lists for subsidized day care,
says Ron Penny, administrative director of the
State Child Day Care Section in the North Caro-
lina Department of Human Resources. Without
subsidized day care, an AFDC parent might be
effectively blocked from getting a job or pursuing
job training to get off the welfare rolls. A 1983
study found that public housing or rent-subsi-
dized private housing was available to no more
than a third of those eligible.’

—Privacy is the first casualty when an appli-
cant seeks aid. The interview process for a food
stamps application, for example, lasts longer than
an hour. The questions range from the make and
value of one’s car to burial plans to the property
holdings of one’s grandmother. Social Services
gains access to the applicant’s banking records
and to the records of the Employment Security
Commission to assure that the income figures the
applicant supplies are correct, and the applicant
must give the names of two non-relatives who
will be questioned about the number of persons
living in the applicant’s household. These are but
a few of the pervasive disclosure requirements
that may keep borderline applicants from seeking
benefits. For those who do apply, forms are
difficult to read and understand, and many poten-
tial aid recipients are illiterate. The extensive and
complex verification requirements can block oth-
erwise eligible applicants from receiving bene-
fits. And benefits can be interrupted if the appli-
cant fails to keep up with the required paperwork,
which for many recipients includes two monthly
report forms.

Can the welfare system be made less intru-
sive without an explosion of fraud and abuse? A
number of practitioners believe the answer is yes.
“The system discourages participation because
there is too much emphasis on fraud and such a
cumbersome application process,” says William
Crawford, Montgomery County social services
director. Crawford says the amount of savings

realized by the tight controls does not cover the
increased administrative expense. “‘Statewide,
we are wasting millions of dollars a year on ad-
ministrative procedures that really serve no pur-
pose other than to decrease the amount of food
stamps by a few dollars,” he says. O 1

FOOTNOTES

1Graham County Social Services Director Martha Parks
says there is a misconception among some members of the
public that eligibility specialists and directors hold power and
authority in determining who gets benefits. She says social
services departments must apply a strict set of criteria, and
performance is closely monitored by both regional and state-
level officials. She says workers are coached to treat their
clients professionally and not to make judgments about who is
more deserving of aid. Parks says she does not believe
judgmental social services workers are a problem in Graham
County, although she notes that eligibility specialists “are not
angels” and says an occasional slip-up may occur. But Parks
says the highly personal nature of the questions eligibility
specialists must ask may make the applicant uncomfortable
even in the most professional of interviews. Parks says the
county social services board holds the authority to appoint the
director, and citizens may petition the board for a change if
there is an abuse of power.

2James Wight, Wake County social services director, says
he agrees applicants for aid are asked to fill out an excessive
number of forms. He says the forms are required to comply
with state and federal regulations but he favors consolidating
them so separate forms are no longer required for Medicaid,
food stamps and Aid to Families with Dependent Children.
Wight says most fraud and abuse that is detected is uncovered
by monitoring bank and Employment Security Commission
records for unreported income, rather than through the appli-
cation process.

3Eunice Rives, director of the Fayetteville Housing Au-
thority, says there is a real shortage of low-income housing in
the Fayetteville area. She says there are 703 applicants on a
waiting list for 1,000 units of public housing. The waiting list
for 1,300 units of subsidized private housing is shorter, she
says, carrying 150 to 200 names, but only because the author-
ity has not taken applications for subsidized housing for five
years. Rives says those seeking housing are given lists of
other low income housing in the Fayetteville area, including
apartment complexes managed by churches and nonprofit
groups. Butshe says it is difficult to find a vacancy, and many
times these private complexes siop taking applications with-
out giving notice.

“[saac Shapiro and Robert Greenstein, “Holes in the
Safety Nets, Poverty Programs and Policies in the States,
North Carolina,” Center on Budget and Policy Priorities,
Washington, D.C., Spring 1988, p. 1.

sWilliam Greenwald, Social Security Administration dis-
trict manager for Wake, Johnston, Franklin, Henderson, and
Vance counties, says the agency works expeditiously to proc-
ess applications for disability benefits. He says hospitals are
sometimes slow in forwarding records necessary to determine
eligibility, and there can be a lag in scheduling hearings when
decisions are appealed.

¢Shapiro and Greenstein, p. 7.

Ibid., p. 16.
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Unemployed men wait for day labor in Raleigh.

Oft the Dole and
Onto the Payroll:
Do Jobs Programs Get
People Out of Poverty?

by Bill Finger
and Jack Betts

64 INORTH CAROLINA INSIGHT




If there is one sure ticket out of poverty, it is effective job training—training that
results in a sufficient skill level to get and keep a job that pays a living wage. Many
poverty-stricken North Carolinians have gone through government-sponsored job
training programs and are now supporting themselves and their families. In other
cases, however, job training programs have failed. Some potential workers have not
availed themselves of job training opportunities. Others have enrolled in training
programs, but find themselves unemployed once the training is over. Still others have
completed training programs only to find themselves sliding back and forth between
employment and unemployment, between self-sufficiency and dependency. More than
880,000 North Carolinians are in poverty, yet job training programs accommodate

only about 55,000 persons each year.

How well do these programs work? How could they be improved to help more
North Carolina citizens get off the dole and onto the payroll? In the following pages,
Insight takes a hard look at the three main job programs in North Carolina designed to

assist the poor and finds the following:

—The Job Training Partnership Act, a federally funded program administered by
the Department of Natural Resources and Community Development, initially finds
work for about 7 in every 10 participants—but only about one of every two welfare
recipients who participate in the program gets a job through JTPA, and only half the
participants work steadily for three months after a JTPA program. Is that enough?

—The Human Resources Development program, run and funded by the state
Department of Community Colleges, finds jobs for about 6 out of every 10 partici-
pants, but the program is small and can help only a small fraction of those in poverty.

Is that enough?

—Workfare, also known as the Community Work Experience Program, run through
local social services departments, requires the state’s able-bodied welfare recipients
to register for work, but at best only about 40 percent get jobs—and often those are
minimum-wage jobs that cannot lift the worker out of poverty. Is that enough?

The record, in the following pages of North Carolina Insight, suggests that the
state is not doing enough—and Insight recommends ways for the state to do more.

esse Braboy, age 22, puts down a load of

thin-gauge steel he’s loading into a truck

and asks the other guys to cover for him.,

In the office of the 15-person steel fabri-
cation company, he talks openly about his ups and
downs in getting his life on track. A few years
ago, his parents split up, he dropped out of col-
lege, and he was in a tailspin. He drifted through
two jobs in Raleigh before landing back in his
hometown of Fayetteville. He needed a job but
didn’t know where to turn. “My friend heard
about the Jobs Training Service Center, so I went
down there with him,” Jesse explains. He and his
buddy walked through the storefront on Hay
Street, a downtown area known over the years for

bars and strip joints but now in the midst of a
major renovation and facelift. Inside the store-
front, 24 Cumberland County employees work
out of cubicles lining both sides of the room, ad-
ministering an annual budget of $1.6 million in
federal funds from the Job Training Partnership
Act.

* % *

After dropping out of high school, Quennia
Hargrove, now 26, says she “let six years of my

Bill Finger, former editor of North Carolina Insight, isa
Raleigh writer. Jack Betts is editor of North Carolina
Insight.
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life slip away.” Not until 1987, though, when she
had a baby girl, did she find herself back in the
same welfare office where her mother and father
used to take her as a child, the vast Cumberland
County Department of Social Services (DSS).
The three-story building fills an entire block in
downtown Fayetteville, housing a $77 million
operation, the second largest program in the state,
behind only Mecklenburg County. Quennia (an
Indian name, from her mother’s side, pronounced
Kawanna) walked into the crowded waiting room,
where lines form at a counter and mothers and
young children spill over the rows of molded
plastic seats. While she waited to see her social
worker, she happened upon a brochure. She read
it and mailed in the form asking for more informa-
tion. She sent the form to Fayetteville Technical
Community College, which runs a program called
Human Resources Development.

%k ok

Gervis Hilliard, 28, recently cut back her
volunteer work at the Cumberland County library
from three days to one day a week. The reason?
She went to work. The library system hired her
at $5.25 an hour for a 16-hour a week position
shelving books. For most of the last seven years,
Gervis has received a monthly AFDC (Aid to
Families with Dependent Children) check. When
Gervis started getting paid at the library, the
Cumberland County DSS office reduced her
AFDC check of $266 a month; she still qualifies
for Medicaid, food stamps, and some day care
assistance. But Gervis wants off the welfare rolls
altogether. “I’ve got to keep busy,” says Gervis.
“You know, idle hands, idle mind.” She applied
for a library assistant position, which has a salary
0f $11,425. She got a shot at that job thanks to a
series of events that began in October 1987 when
Gervis’ second child turned three. The DSS
computer automatically kicked out a letter in-
forming Gervis that she had to register for work—
in something called the Community Work Experi-
ence Program.

E I

The Job Training Infrastructure

ob Training Partnership Act (JTPA). Human
Resources Development (HRD). Community
Work Experience Program (CWEP). What do
these three acronyms have in common? They are
the three primary government programs in North
Carolina that attempt to get people out of poverty
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and into the work force—though only JTPA is a
true job training program. The other two (HRD
and CWEP) are pre-employment programs with a
job-training element to them. In 1987-88, the
three programs together had $58.5 million avail-
able to be spread among 55,200 participants—
which averaged out to $1,060 in job training ex-
penses per person (see Table 1, page 70). The vast
majority of that—$957 per person—came from
federal sources, while smaller amounts came from
state and local funding—$87 and $16 respec-
tively. Just for comparison purposes, the state
spends far more per year on each student in public
schools or in public colleges than it does on those
in job training programs. In fact, the state spends
far more in public funds on in-state students at-
tending private colleges than it does on job train-
ing—3$1,500 per student. The state spends $3,473
per public school student and $3,841 on public
college and university students.

Overall, most of the job training money—
$52.8 million—came from federal sources while
the state contributes only a small amount for job
training of the poor—about $4.8 million. Coun-
ties contributed the remainder—3$900,000, plus
other funds in cash and in kind that are not re-
ported to state agencies.

The $58.5 million spent in 1987-88 will get
only a small portion of the 55,200 participants out
of poverty and into the work force. Would more
money help with the effort? Should the money be
concentrated on basic education and classroom
training, or on-the-job training, or specialized
job-skill training? Who should administer the
money and how should it be coordinated with
other programs? How much should be offered as
incentives to the private sector, and how much
should go directly to the people in poverty? What
kind of measurements should be required to eval-
uate the programs?

And how many of those in poverty can job
training programs help? North Carolina’s pov-
erty population is an estimated 884,000. Count-
ing those in what the experts call near poverty—
those whose incomes keep them just barely above
federally-established poverty levels—as many as
1.2 million North Carolinians live in economic
straits. No one keeps count, but experts estimate
that perhaps half of those below the poverty
level—or 442,000—are physically and mentally
able to work. In fact, many of them do work part-
time or full-time. Many do not, and they could be
helped by job training programs. But in a typical
year, state programs reach only about 55,000 per-




Glossary of Acronyms

AFDC: Aid to Families with Dependent Chil-

CETA:

CWEP:

DET:

DHR:

DSS:

ESC:

dren, the main federally funded wel-
fare program, which is administered
by the state Department of Human
Resources through the county De-
partments of Social Services.

Comprehensive Employment and
Training Act, the federal job training
program operated from 1973 to
1983, preceding the Job Training
Partnership Act.

Community Work Experience Pro-
gram, a federally supported pro-
gram, operated at a state’s option,
requiring welfare recipients who
meet certain criteria to register to
work in public or non-profit organi-
zations or take other training. Also
known as Workfare, the program is
operated by the N.C. Department of
Human Resources through41 county
Departments of Social Services.

Division of Employment and Train-
ing, N.C. Department of Natural
Resources and Community Develop-
ment.

N.C. Department of Human Re-
sources.

Department of Social Services, lo-
cated in each of the state’s 100 coun-
ties, or the Division of Social Serv-
ices, a state agency in the Depart-
ment of Human Resources. In this
article, DSS refers to the county De-
partments of Social Services.

Employment Security Commission
in the N.C. Department of Com-
merce.

JTPA:

NRCD:

OJT:
PIC:

SDA:

WIN:

Human Resources Development, a
program run by the N.C. Department
of Community Colleges that seeks to
help individuals get jobs through a
combination of personal develop-
ment, classroom instruction, and job
training.

Job Training Partnership Act, the
main federally-funded job training
program since 1983, administered by
the N.C. Department of Natural Re-
sources and Community Develop-
ment.

N.C. Department of Natural Re-
sources and Community Develop-
ment.

On-the-Job Training.

Private Industry Councils, which
supervise the local operation of Job
Training Partnership Act programs
through the 28 Service Delivery
Areas.

Service Delivery Area, a geographic
area as well as a designated unit of
local government providing job
training programs within the state.
There may be more than one such
unit in each SDA. Organizations ad-
ministering actual programs within
SDAs are called Administrative En-
tities.

Work Incentive program, which
emphasized education, soon to be
supplanted by the federal govern-
ment in favor of the Family Support
Act of 1988, the landmark welfare
reform bill that places greater em-
phasis on job training.

—
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Scott Dedman | Pisgah Legal Services

education at the state and local
level so that we have a unified
attack on economic and social
problems related to employ-
ment. With the kind of state
and federal budgets we’re
working with, I don’t see how
we can succeed without a co-
ordinated attack. In the educa-
tion field, for example, the job
training effort has had no im-
pact on making the crusade for
excellence relevant to the
needs of at-risk youth.”

Those who know the
welfare system raise other
concerns. “You can do all the
welfare reform you want,”
says E. C. “Chip” Modlin,
Cumberland County Depart-
ment of Social Services (DSS)
director for 13 years. “But
until you get more jobs and
increase the minimum wage,
you aren’t accomplishing all
you can.”

Private industry lead-
ers also see job training as part
of a larger challenge. “To the
extent we can, we’re talking

sons—or one in eight persons who may need
them—because of the lack of funding.

Such questions have vexed the experts for 25
years, since the Johnson Administration’s War on
Poverty launched the forerunners of today’s job
training programs. The put-people-to-work pro-
grams that Franklin Roosevelt created during the
Depression did not transfer successfully to the
relative prosperity of the post-war era. And not
until the welfare reform push in 1988, 53 years
after public assistance programs began with the
1935 Social Security Act (which included what is
now AFDC), did job training move to the heart of
this system. But the cumulative knowledge of the
experts has increased.

“I’m optimistic about the infrastructure that
the federal government has put into place for
JTPA,” says George Autry, founder and president
of MDC, Inc., a national manpower research cen-
ter based in Chapel Hill that was founded in the
late 1960s.? “But it’s underfunded. I'm pessimis-
tic about its success in coordinating welfare and
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about economic development

rather than job training,” says

Ronald Davis, vice president of administration
for Carolina Steel Corporation and chairman of
the N.C. Job Training Coordinating Council, the
state group with overall responsibility for job
training policies. “There are sections of the state
where there’s been heavy unemployment for some
time. You can train all day long, but until you
have a job for the person to go to, it’s irrelevant.”
And sometimes those jobs are less than
what’s needed. One recent study by the Southern
Regional Council found that while North Caro-
lina ranked fifth best in the United States in the
number of new jobs produced in recent years,
many of those jobs provided little hope for im-
proving workers’ quality of life because of gener-
ally low pay, poor working conditions, inade-
quate worker protection, and low quality of life.2
Even more alarming is another recent report
that found that half of all new jobs created since
1979 were below the poverty line for a family of
four. The report, released in September 1988 by
the U.S. Senate Budget Committee, said that this




had led to an increase in poverty wage earners
from 22.3 percent of the country’s workers t0 26.5
percent. “The sad truth,” said former U.S. Sen.
Lawton Chiles of Florida, the committee chair-
man, “is that jobs paying below the poverty level
are growing faster than any other kind. And jobs
that provide a middle-class standard of living are
a shrinking part of the job landscape.” Chiles’
committee found that 395,000 new jobs had been
created in North Carolina between 1979 and 1987,
but that 231,000 of those—or 58 percent— were
jobs paying below the poverty line of $11,611 for
a family of four.?

Autry, Modlin, and Davis perceive four limi-
tations of existing job training efforts:

m inadequate funding of programs;

m few opportunities for high-paying jobs;

m the proper minimum wage level, which
keeps the working poor below the poverty level;
and

m lack of coordination of welfare and educa-
tion programs.

Preventive v. Corrective

Government jobs programs can be character-
ized as either preventive or corrective. The
most significant preventive programs are the pub-
lic schools—particularly vocational education,
remedial efforts, and dropout prevention proj-
ects—and the community college system, includ-
ing literacy training, adult basic education, and
specialized training for new companies. Eco-
nomic development efforts also fall into the pre-
ventive camp. Such efforts need to be targeted to
transitions in the economy to help prevent certain
groups of workers (farm laborers, mill workers,
and the like) from remaining underemployed or
falling into more severe poverty conditions.*
The state’s primary jobs programs—IJTPA,
HRD, and CWEP—are corrective; that is, their
central mission is to get people into the work
force and off of welfare (though JTPA, especially
its youth programs, has preventive elements, t00).
Many other programs work closely with these
three as subcontractors, as additional funding
sources, or as support services. The state’s Em-
ployment Security Commission (ESC), for ex-
ample, works hand-in-hand with all three pro-
grams, but the central ESC mission is job place-
ment—matching an employer’s opening with an
unemployed person—not job training. Local

Community Action Agencies provide a variety of

training and placement mechanisms. The degree
programs and skill training efforts in the commu-
nity colleges, similarly, are an important opportu-
nity which a person in poverty might use to get
into the work force, but many people not in pov-
erty also use these resources. Finally, apprentice-
ship programs administered through the state
Department of Labor help train skilled craftsmen,
but those who qualify for apprenticeships gener-
ally are not in the poverty pool.

In this article then, the term jobs program
refers to a government program with the primary
goal of getting individuals off of welfare and into
the job stream—where they one day may earn
wages above the poverty level. Ironically, not
one of these programs has a stated goal of getting
its participants out of poverty, although that dis-
tinction is nothing more than semantic to those
who believe that a good job is the only sure ticket
out of poverty.

How do the stories of Jesse Braboy, Quennia
Hargrove, and Gervis Hilliard reflect the overall
job training efforts in North Carolina? Is the gov-
ernment money spent on them a successful invest-
ment of taxpayer dollars? With a $44.8 million
budget this year, JTPA is the central cog for cor-
rective job training programs. The HRD and
CWEP efforts each have budgets of about $4
million. Hence, the JTPA funds and administra-
tive structure in large part drive the overall job
training system in this state.

Job Training Partnership Act

hen Jesse Braboy went along with his

buddy to the Cumberland County Job
Training Service Center, he knew nothing about
JTPA, but his new employer, David McCune,
president of McCune Technology, Inc., did.
Other JTPA participants had worked at the com-
pany, and McCune is one of 12 businessmen on
the local Private Industry Council (PIC), one of
28 PICs in the state. “We oversee what the JTPA
program does, approve what the money goes for,”
says McCune. The 21-person Cumberland
County PIC oversees the Jobs Training Service
Center, designated by the state as a Service Deliv-
ery Area (SDA).

The governor of a state has overall responsi-
bility for JTPA. In North Carolina, the Division
of Employment and Training (DET), located in
the Department of Natural Resources and Com-
munity Development, administers JTPA. A 20-
member Job Training Coordinating Council ad-
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vises the governor on jobs issues. The division
directly administers JTPA funds that go to the
Service Delivery Areas and passes other JTPA
funds to three other departments: Public Instruc-
tion, Community Colleges, and Commerce (Em-
ployment Security Commission). The SDAs con-
tract with a wide variety of agencies and private
organizations.

JTPA took effect on Oct. 1, 1983, replacing
its forerunner, the much-criticized Comprehen-
sive Employment and Training Act (CETA).
JTPA operates with four key precepts that CETA
lacked. The JTPA program:

m shifts policy development, program ad-
ministration, and monitoring responsibilities
from the federal to the state level, with the gover-
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Table 1. Comparison of Job Training Funds in North Carolina 1987-88 for

Job Training Partnership Act (JTPA), Human Resources Development

(HRD), & Community Work Experience Program (CWEP)
(in millions of dollars)
Federal  State  County Total Percent of Number of Percent of

Program Funds Funds Funds Funds Total Funds Persons Served  Total Served
JTPA $51.1 $0.0 $0.0* $51.1 87.4% 42,800 77.6%
HRD 0.0 3.9 0.0 39 6.6% 5,162 9.3%
CWEP 1.7 09 0.9 35 6.0% 7,238 13.1%
TOTALS $52.8 $4.8 $0.9 $58.5 100 % 55,200 100 %
* Does not include local funds spent in kind or in cash for JTPA programs
Total Funds From All Sources:  $58.5 million
Total Number of Persons Served: 55,200
Per Person Spending
Total spent on job Average spenton job

training from all ing £

funding sources: $ 1,060 training trom state

’ ’ funding: $ 87

Avterra.ge.: sp ?nt on ng ; Average spent on job

£ alg?“g_ rom federa $ 957 training from county

undme: funding: $ 16
Table prepared by Bill Finger and Jack Betts

nor having the power to delegate much of this re-
sponsibility to local governments;

W gives extensive responsibility to the pri-
vate sector to work in partnership with local gov-
ernments, most significantly by requiring that at
least 51 percent of Private Industry Council
members be from private businesses;

m sharply reduces stipends for participants in
training and eliminates public service employ-
ment, a much-criticized feature of the CETA pro-
gram because a lot of this work did not provide
training useful for the job market; and

® institutes performance standards designed
to reflect JTPA’s three chief goals-—increasing
employment, increasing earnings, and reducing
welfare payments. Among other things, these



performance standards measure the number of
participants who got jobs, the wage level achieved
in the jobs, the impact on welfare recipients, and,
on a limited basis, job retention and other follow-
up information.

JTPA funds for North Carolina have de-
creased dramatically in the program’s six-year
existence. From its first-year high of $83.4 mil-
lion in 1983-84, the North Carolina share of JTPA
money plummeted to $44.8 million in 1988-89—
a 46 percent decrease. As Table 2 indicates, this
is part of a long-term trend. Federal job training
funds over the past 10 years have dropped drasti-
cally—from $179 million in 1979-80 for the
CETA program to a projected $38.4 million next
year in 1989-90 for JTPA—a decline of nearly 80
percent in a decade, without considering the ef-
fects of inflation. The Gramm-Rudman-Hollings
Act led to reductions in JTPA nationally, and a
declining unemployment rate in North Carolina
reduced this state’s share of the shrinking national
fund. The unemployment rate is a significant
factor in determining allocations among the
states.

There are three major parts to the JTPA sys-
tem; Title ITA, Title IIB, and Title III. Title IIA
($31.1 million, 69 percent of this year’s alloca-
tion) funds the comprehensive programs adminis-
tered by the SDAs and special jobs programs
administered by several different state depart-
ments (see Table 3). Title IIB money ($10.9
million, 24 percent) goes for summer youth pro-
grams and is administered entirely by the SDAs.
Title III, the dislocated worker program ($2.8
million, 6 percent) assists people who lose their
jobs and is administered by the Employment Se-
curity Commission.> This article will examine
mainly Title IIA of JTPA, because that is the
section that deals chiefly with adult job training.

The basic structure of JTPA can be changed
only in Washington, but the law gives administra-
tive responsibility for JTPA—and substantial
program flexibility—to the states. To evaluate
how well JTPA is working in North Carolina
requires an examination of three general areas:
leadership and administration, budget and pro-
gram activities, and performance indicators and
follow-up efforts.

The state’s leadership has not yet made job
training programs a state priority, certainly not
on a par with economic development or education
programs. Decisions in Raleigh have a critical
impact on how well JTPA works in North Caro-
lina. The governor has significant authority in

—
Table 2. Federal Funds for Job
Training Programs in North
Carolina, 1979-1990

Federal

Funding
Year (Millions) Program
1979-80 $179 CETA
1980-81 129 CETA
1981-82 111 CETA
1982-83 67 CETA
1983-84 83.4* CETA/ITPA
1984-85 67.1 JTPA
1985-86 60.9 JTPA
1986-87 51 JTPA
1987-88 51.1 JTPA
1988-89 44.8 JTPA
1989-90 38.4 (estimate) JTPA

*Of this sum, $61.8 million was for JTPA
programs; $21.6 million was for the final
months of CETA. This table does not reflect
CWEP funding.

Source: Office of State Auditor and
Division of Employment and Training, NRCD

|

determining the local JTPA structure delivering
the services, how much JTPA funds must be used
in coordination with related programs, and which
program activities and performance indicators
receive priority. The JTPA program in North
Carolina (1983-88) has overlapped the last years
of the Hunt Administration (1977-85) and the
Martin Administration.

In 1985, Gov. James G. Martin, a Republican,
took office. The uncertainties of a new Republi-
can administration reinforced a growing interest
in job training programs in the General Assembly,
controlied by Democrats. Perhaps part of the
reason for concern about the program is that it had
four different directors from 1982-1986.

Even though the leadership in the division has
recently stabilized, in 1988 and early 1989 the
Martin administration itself was uncertain what
department should house DET when a restructur-
ing of the state’s environmental programs began
at NRCD. In 1985, meanwhile, the General As-
sembly had enacted a new N.C. Employment and
Training Act.® The act emphasized such issues as
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“One bright sunny morning in the
shadow of the steeple

By the relief office I saw my people —

As they stood there hungry,
I stood there wondering if
God Blessed America for me.”

—Woody Guthrie

to 47. In other words, the state delegated
much of the decision-making to the local
level, and cut its central staff 66 percent.

The 1985 legislative actions, the in-
ventory, and the Governor’s overhaul of
the SDA system and DET staff prompted
then-Speaker of the House Liston Ramsey
and then-Lt. Gov. Robert B. Jordan III to
request the Office of State Auditor to con-
duct an operational audit of North
Carolina’s JTPA program. In December
1986, State Auditor Edward Renfrow re-
leased the audit, which contained evalu-
ative information as well as a number of
recommendations.’

following up on participants in job training pro-
grams 1o see if they stayed in the work force or fell
back into poverty. Another bill requested a “com-
prehensive inventory” of job training programs
from the Office of State Budget and Manage-
ment.” These new laws reflected widespread con-
cern about the way job training programs were
working in North Carolina.

The job training inventory included 109 pages
of appendices listing all the employment pro-
grams, including the subcontractors involved. But
the report itself cautioned against relying heavily
on the information because the inventory did not
review the role of the Service Delivery Areas,
examine inter-agency coordination of programs,
or analyze the data it had compiled.?

Meanwhile, the new Martin administration
was changing the administration of JTPA drastic-
ally. Inlate 1985, DET began a major overhaul of
the JTPA hub, the Service Delivery Areas. Under
JTPA, local governmental units may apply to the
state to become an SDA; each SDA has its own
Private Industry Council. In the summer of 1986,
the Governor enlarged the system from 12 to 26
SDAs, and added two more in 1988. The adminis-
trative organizations for the current SDAs include
15 councils of government, six counties, three
cities, and four other administrative structures.
(The governmental unit itself employs the local
SDA staff, but each PIC, within federal and state
guidelines, oversees the SDA program and
budget.) With the change in the SDA system,
DET’s direct funding area went from 82 to nine
counties, and in 1988, down to five. When Gover-
nor Martin took office in January 1985, the DET
staff was 137 strong; 16 months later, it was down
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Just after the audit began, the Division
of Employment and Training got its fourth
director in four years, Joel New. “I walked
into my new office and found the auditors there
just ahead of me,” says New, who took over in
1986. “Few people have such a luxury. It was
very helpful in steering me through what I needed
to do. We’ve adopted many of the recommenda-
tions and are at work on others.”

The nonpartisan tone of the auditor’s report
tended to remove partisan politics and executive-
legislative branch bickering over JTPA., The re-
port found, for example, that the much-reduced
staff size at DET “eliminated unnecessary dupli-
cation and activities, established an environment
for a more efficient and responsive organization
for the program, was capable of managing its
federal and state mandates, and reduced the need
to divert administrative funds from multiple
sources to support DET administrative cost.”'
The report also dealt with various legislative con-
cerns about DET’s reporting on JTPA.

Some questions remain about the wisdom of
moving to 28 Service Delivery Areas. “We have
too many SDAs in North Carolina which are not
big enough and lack the staff support and exper-
tise they need,” says Richard Mendel, a research
associate at MDC, Inc. “Some PICs do a good
job, but most aren’t very deeply involved in the
program.”

“Hogwash,” says DET Director New, whose
office must monitor all 28 SDAs. “It’s true that
some PICs are more involved than others. But we
need the flexibility that the SDAs provide. A local
SDA can better respond to the particular situation
in a local area.”

While differences remain on the ideal number
of SDAs, the state has no plans to change any of
the 28 different delivery units of JTPA funds. The



Table 3. Job Training Partnership Act Funding, 1988-89.

Section of Act

Who May Participate

|

Administered by

N.C. Budget

Title ITA (69.3 percent)

Basic Grant
(78 percent
of ITA funds)

Incentive Grants
& Technical
Assistance
(6 percent
of ITA funds)

State Administration
(5 percent of
TIA funds)

Older Persons
(3 percent of
A funds)

State Education &
Coordination
Grants
(8 percent!
of IIA funds)

Subtotal Title ITA

Title IIB (24.3 percent)

Summer Youth
Program

Title IIT (6.3 percent)

Dislocated Worker
Program

Total JTPA?

IThe 8 percent fund is divided into two funds, coordination (20%) and program (80%). In 1988-89, one-third
of the coordination funds go to the Division of Employment and Training, Public Instruction, and Community
Colleges. The program funds go to Public Instruction (45%) and Community Colleges (55%).

There are some other small funds within JTPA which are for special services outside job training, primarily

90% for economically
disadvantaged; 10%
for barriers to employ-
ment (any income
level); 40% of these
funds must be spent
on youth

same as Basic Grant
funds

100% for the aged
and economically
disadvantaged

80% for economically
disadvantaged;

20% for barriers to
employment (any
income level)

(69.3 percent of all TTPA funds)

All must be economically
disadvantaged and aged
16-21; SDAs may also

choose to serve ages 14-15.

Criteria based on layoff
time, not income level

$183,000 for veterans’ services.

Source: N.C. Division of Employment and Training
—

Division of
Employment &
Training to

the 28 Service
Delivery Areas
(NRCD to SDAs)

NRCD to SDAs

NRCD

NRCD, mostly to SDA’s,
some to Employment
Security Commission
(ESC), and some to the
Division of Aging
through SDAs

Department of

Public Instruction,
Community Colleges,
and NRCD

NRCD to SDAs

ESC

$31,052,778

$44,780,768

$24,221,167

1,863,167

1,552,639

931,583

2,484,222

$10,903,115

$ 2,824,875

APRIL 1989 73



SDAs each have distinctive economic and social
characteristics that may require different types of
training. And because local conditions may vary
so much from SDA to SDA, the standards are
adjusted for each area and for the participants they
serve. The standards reflect local conditions—not
state conditions. The central question regarding
state-level administration, then, is the quality of
leadership provided to the SDAs on program ac-
tivities, performance standards, and coordination
with related efforts.

Program activities and budget constraints
may limit the JTPA’s effectiveness. In allocating
the Title IIA Basic Grant funds (see Table 3, page
73), SDAs must spend at least 70 percent on train-
ing (school, classroom training, on-the-job train-
ing, etc.), and no more than 15 percent on admini-
stration and 15 percent on support services (trans-
portation, day care, uniforms, etc.). Last year, the
split was 77 percent on training, 15 percent on
administration, and only 7 percent on support
services (less than half of what is allowed). In
other words, the state spends the maximum (in
terms of percentages) on administration, only
about half of what is allowed on support services
such as transportation and day care, and slightly
more than the minimum required on training.
Program officials say that the local training or-
ganizations make the decisions on how much
should be spent on such items as support services,
administration, or training. None of the SDAs
spent all of the funds available for the program,
however.

The Cumberland County PIC, at the recom-
mendation of the Jobs Training Service Center
staff, plans to spend $271,000 this year for on-
the-job (OJT) training, the program involving
Jesse Braboy. McCune Technology hired Jesse at
$4.30 an hour and agreed to train him for 1,816
hours, about nine months; the SDA agreed to pay
McCune Technology one-half of Jesse’s starting
wage rate, $3,904 for the entire program. Jesse
has recently completed the program and is now
making $5 an hour—above the minimum wage of
$3.35, but below the state average manufacturing
wage of $8.26 an hour. That average wage is the
second lowest in the nation, ahead of only Missis-
sippi, and is more than $2 per hour less than the
average national manufacturing wage of $9.91.
Still, Braboy’s $5-an-hour wage is considered a
good one by JTPA standards for a starting wage in
an entry- level job located in the eastern part of
the state.

“The government is paying the employer to
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help train a person,” says McCune. “It’s good for
the employer and the employee, a good 50-50
thing. He is getting experience and the employer
is getting a financial savings. With the tax credits,
Jesse won’t cost the company anything the first
year, except the fringe benefits.” McCune put
Braboy on the company health plan from day one
and absorbs the cost of his vacation and holidays.
After two years, Braboy is eligible for the com-
pany retirement plan.

Without stipends for training or public serv-
ice employment, the features that sank CETA, the
approved JTPA program activities generally have
received fair marks. One criticism has surfaced
over the JTPA emphasis on private sector in-
volvement and on having on-the-job training as a
major program activity. A 1986 article in The
New Republic, for example, called JTPA “corpo-
rate welfare” and said JTPA subsidized compa-
nies for “routine business costs.”

‘While supporting on-the-job training in gen-
eral, New acknowledges that an employer might
keep a person only as long as the JTPA subsidizes
that position, and then let that worker go when the
subsidy expires. “We’re aware that there is some
abuse. Once aware of a specific instance, we
move to correct it,” says New. “And the SDAs
don’t do business with that company again.”

McCune, the Fayetteviile businessman, adds,
“It’s better to have the person working than un-
employed. They [the Jobs Training Service Cen-
ter] do good screening, putting people where
they’re best suited. But if a company lays the guy
off, it is milking the U.S. government. If that
happens, we need to getrid of that company [from
the program].”

Perhaps the most important issue in the JTPA
system of programs—in terms of preparing
people for employment and getting them out of
poverty—is Title IIB, the summer youth program.
In North Carolina in 1988-89, Title IIB received
24 percent of all JTPA funding, $10.9 million, the
largest single program area in JTPA. The summer
youth program has generally focused on finding
some kind of a summer job for teenagers from
poor families, “getting some money into these
kids’ pockets,” as one SDA staffer puts it. But
these jobs usually are not part of a job-training
track, and the program has a number of critics.

In 1986, Congress enacted several significant
amendments to JTPA, including one addressing
the educational shortcomings of Title IIB. Begin-
ning in 1987, SDAs had to include in the summer
youth program remedial education and an assess-
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ment of reading and math skills. Even so, in 1987,
99 percent of the summer youth money went for
this “work experience,” while other funds came
from the Basic Education Plan. In 1988, the
money was better targeted towards remedial edu-
cation, but a major coordination issue overshad-
owed the impact of the JTPA amendment.

As part of the state’s new Basic Education
Plan, the legislature had appropriated a large new
pot of money for dropout prevention—$21 mil-
lion, nearly twice the Title IIB fund. The Division
of Support Services in the Department of Public
Instruction administers this program through the
local school systems, a structure entirely different
from the JTPA/SDA setup. At best, the Title IIB
and the dropout prevention funds can function as
multipliers, giving each program greater impact.
But neither bureaucracy has authority over the
other, and the success of the program depends
somewhat on the degree of coordination between
the two.

JTPA’s statutory emphasis on youth funds
(all Title IIB funds, plus 40 percent of the Title
IIA Basic Grant funds) raises questions in the
minds of many policymakers about how the
money is spent. Although the program has helped
put money in the pockets of many disadvantaged
youth, these critics wonder aloud whether it will
help them work their way out of poverty. “JTPA

does not work with kids under 14, even though
ages 9 to 15 are when attitudes are solidified,”
says Mendel of MDC, Inc. “Too little of the youth
money is a long-term investment in skills that
they are going to need. We need to build in these
kids some competencies and attitudes that they
need to succeed in life.”

But there’s another way to look at budget
constraints, too. As Table 3, page 73, indicates,
at least 40 percent of the Title IIA Basic Grant and
Incentive Grants money must go for youth pro-
grams. Of the available $26.1 million from the
two, that means $10.4 million goes for youth
training programs (although many 21-year-olds
in OJT programs are classified as youth). Com-
bine that with the Title IIB Summer Youth funds
of $10.9 million, and the total earmarked for youth
is about $21.3 million—or almost half (47.6 per-
cent) of the total money available under JTPA.

That gives JTPA a strong preventive charac-
ter, but it also limits the resources available for
corrective programs. Out of the remaining half
must come costs for state administration, support
services, training for the elderly, and education
and coordination grants. And after subtracting
the totals spend for older persons, state admini-
stration, and dislocated workers (more than $5
million total), it becomes obvious that less than

— continued on page 78
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Table 4. Job Training Partnership Act Performance Standards
North Carolina Record, 1987-1988

1987-88 1987-88 N.C.

Performance Measures!

National
Standard

N.C. Actual
Performance

Calculated
Standard?

ADULT PROGRAMS

1. Entered Employment Rate
(# entering employment divided by
total # of adult terminations®)

2. Average Wage at Placement
(for all adults who entered
employment at time of termination)

3. Welfare Entered Employment Rate
(# of welfare participants who got
jobs divided by total # of welfare
recipients who terminated)

4. Cost Per Entered Employment
(total costs divided by total
number who entered employment)

$4,374

YOUTH PROGRAMS

5. Positive Termination Rate
(# in employment or attained an
employability enhancement® at
termination, divided by total youth
terminated)

6. Cost Per Positive Termination $4,900
(expenditures divided by # of

youth in employment or # who

attained an employability

enhancement at termination)

7. Entered Employment Rate
(# who entered employment when
program ended, divided by total
# at end of program)

FOOTNOTES

"These seven standards have been in place for the first
five years of JTPA, 1983-88. In the 1988-89 year, all 28
Service Delivery Areas (SDAs) in North Carolina must con-
tinue to use performance standards listed in this table as 1, 2,
3, and 5. North Carolina has dropped items 4 and 6. Also,
each SDA may choose to use either the “Entered Employ-
ment Rate” standard for youth, listed as item 7 in this table, or
a new standard called “Employability Enhancement Rate”
(item 4, Table 5).

*No state-level performance standards actually exist;
performance standards are established for each Service De-
livery Area. Each SDA may adopt the national performance
standard developed by the U.S. Department of Labor or may
develop its own standard using a formula that must inclode

Source: Division of Employment and Training, NRCD
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62 %

$4.91 /hour

51%

75 %

43 %

58 % 69 %

$4.07 fhour $4.69 /hour

43 % 55%

$4,593 $2,067

70 % 70 %

$4,006 $1,925

28 % 44 %

such factors as unemployment rate, rural/urban mix, number
of handicapped persons, and extent of poverty. NRCD's Di-
vision of Employment and Training developed this so-called
“N.C. Calculated Standard” shown here using the same fac-
tors as used for each SDA. This column is included only for
comparison purposes, to show the relationship between N.C.
and federal standards. For example, the average wage at
placement in North Carolina is substantially lower than the
federal standard, which reflects the fact that wage levels are
relatively low in this state.

3The word “terminations” in this case refers to trainees
who complete, or leave, their programs.

*The term “employability enhancement” refers to skills a
trainee gains that enhance his chances for employment.
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Table 5. Job Training Partnership Act Follow-Up
Standards in North Carolina

1988-1989
New JTPA Performance Standards National North Carolina
in Effect in N.C., 1988-1989* Standard?® Record 1987-19883

ADULT

1. Follow-Up Employment Rate 60% 66%
(# employed, part- or full-time,
in 13th week after termination,
divided by # of terminees who
completed follow-up interview)

2. Follow-Up Welfare Employment Rate 50% NA
(same as method in item 5, Table 4, except
using only adults who were on
welfare when they entered JTPA)

3. Follow-Up Average Earnings $177/week $196/week
(average wage for employed
respondents at 13th week after
termination from JTPA program)

YOUTH

4. Employability Enhancement Rate 30% NA
(# who attain an employability
enhancement when program ends,
whether they got a job,
divided by total # at end of

program)

FOOTNOTES

1In 1988-89, the 28 Service Delivery Areas in North Carolina will use the first three standards listed
above and may choose either “Employability Enhancement Rate” or “Entered Employment Rate” (listed as
item 7 in Table 4). This is the first time that follow-up indicators have been part of the national performance
standard system.

2In Table 4, a North Carolina “calculated standard” is shown for comparison’s sake for each national
standard. No such comparison can be drawn for this table, because performance standards are developed for
each SDA by using the characteristics of the persons actually served in that SDA—at the end of the program
year—and not by the general characteristics of the SDA at the beginning of the year.

3For the termination period April 1, 1987, through March 31, 1988, the Division of Employment and
Training attemped a follow-up interview with every person who completed the program. The interviews were
made about 13 weeks (90 days) after completion of the program, and 4,763 adults and 1,435 youths were
interviewed. The 66 percent and $196 weekly wage figures were taken from that study and are shown here
only for comparison purposes. Figures for state performance on items 2 and 4 above were not part of the
follow-up interviews.

Source: Division of Employment and Training, NRCD

—
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half of the money is available for mainline adult
(over 21) job training programs.

Performance indicators seem to show that
JTPA works well, but are state standards high
enough, and does the state perform enough fol-
low-up? One of the most acclaimed aspects of
JTPA is its system of performance standards.
These performance standards apply only to par-
ticipants funded by the Basic Grant and Incentive
Grant parts of Title IIA. For the first five years of
operation (1983-88), the U.S. Department of La-
bor required the states to follow seven nationally
established performance standards. While a gov-
ernor could choose to establish additional stan-
dards to measure JTPA’s performance, neither
Hunt nor Martin has done so.

For the 1988-89 program year, the U.S. De-
partment of Labor augmented the seven original
standards (see Table 4, page 76) with a choice of
several new ones, and gave the states flexibility to
choose among the new standards. This year,
North Carolina has chosen to use five of the origi-
nal seven standards, and add four new standards
from the U.S. Labor Department’s list. From
among these nine, the SDAs have some flexibility

e T e R

Table 6. Comparison of Selected Performance Results for JTPA
Adult Training Programs, 1984-1987

to choose standards (see footnotes to Tables 4 and
5, pages 76-77, for more).

The state is dropping two standards used in
the first five years related to cost per participant
(one standard for youth and one for adults). “They
have become rather meaningless,” the DET staff
explained to the Evaluation Committee of the Job
Training Coordinating Council.'> “The Depart-
ment of Labor’s pressure to remove dollar limits
on what the SDAs can spend and their desire to
serve the truly hard-to-serve make these two stan-
dards less important in meeting the goals of
JTPA.”

Previously, the U.S. Department of Labor had
emphasized efforts to hold down JTPA spending,
an effort that bred criticism about creaming.
Short for skimming the cream off the top, cream-
ing refers to spending JTPA funds on those per-
sons most nearly ready for the job market, which
results in good performance results. It costs much
more to train the hard-core unemployed, and by
raising the cost standard to $4,500 (the average
spent last year in North Carolina was $2,067), the
U.S. Labor Department hopes to encourage more
training of those described as “the less job-ready.”

Program % of Adults Who Average % of Welfare Recipients
Year Get a Job* Hourly Wage Who Get a Job**
Calculated/Actual Calculated/Actual Calculated/Actual
1984 34.4% 68.6% $3.87 $4.26 18.6% 53.5%
1985 50.6% 68.3% $3.80 $4.34 37.6% 51.3%
1986 57.8% 71.2% $3.87 $4.42 44.1% 56.8%
1987 57.8% 68.8% $4.07 42.9% 54.9%

$4.69

* Also called Entered Employment Rate
** Also called Welfare Entered Employment Rate

Development
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Performance Standards
Are Not Program Goals

The performance standards used in the JTPA program are not
meant to be annual goals, nor are they meant to be yardsticks for
evaluating JTPA’s effectiveness, DET officials say. Instead, the
standards orient the program to job placement, and give program
officials a barometer of how an SDA is performing relative to the
economic and other characteristics of that SDA. The standards
are reset each program year at the end of the year, based on such
factors as unemployment rates and the trainees’ characteristics.
There are “national departure points,” a set of basic standards for
a particular set of client characteristics, and as those characteris-
tics vary, so does the standard vary. That’s why an SDA’s
standard is not set until the end of a program year. In addition,
SDAs may request adjustments to standards in response to local
conditions. Thus, raising performance standards in Raleigh may
not benefit the trainees—or “client population,” in JTPA jar-
gon—or affect the performance results measurably, DET offi-

erty,” says New. But like Au-
try, New thinks the new em-
phasis in the standards might
move JTPA towards a broader
purpose:  “Our emphasis
should be moving people out
of poverty. We’re doing noth-
ing if we train them, put them
in a job, and they’re still in
poverty. We should not count
that as an accomplishment, but
the federal government still al-
lows it.”

Besides an over-reliance
on short-term placements for
the least cost, another criticism
of the original JTPA standards
was the lack of follow-up.
New and his staff recom-
mended adding new standards
requiring follow-up efforts on
the progress of participants, ail
of which were adopted by the
council and the Governor. In

cials say.

One report, soon to be published by the U.S.
General Accounting Office (GAO), documents
this problem. Lawrence H. Thompson, assistant
chief of the GAOQ, told the U.S. House of Repre-
sentatives Education and Labor Committee in
October 1988 that young poor workers were being
shortchanged by the JTPA program because those
who are less “job ready” were being ignored by
the program while more employable youth were
being helped. “It would appear that less JTPA
funding is spent on those less ready for jobs, even
though they may need more assistance to prepare
them for employment,” Thompson testified."

Some would consider spending JTPA money
on Jesse Braboy, an articulate high school gradu-
ate with some college under his belt, as an ex-
ample of creaming. “The original JTPA standards
encouraged program operators to recruit the most
job-ready [participants] and place as many as
possible,” says George Autry, the MDC, Inc.
president. “The incentives need to be adjusted so
that we can reach further down into the labor
market and provide better quality training by rais-
ing the basic competency of people we recruit.”

DET Director New thinks using on-the-job
training money for someone like Braboy is appro-
priate. “Without it, he might have stayed in pov-

1985, the legislature required
the Job Training Coordinating
Council to develop a “long-
term tracking system to measure the effectiveness
of the Job Training Partnership Act with respect
to permanent job placements. Such a system ...
[to last at least a year] ... shall be implemented
by July 1, 1986.”'* But the legislature didn’t fund
such a system, and the system was not imple-
mented.

As requested, the State Auditor reviewed how
well DET was complying with this follow-up re-
quirement, summarizing federal and state efforts
in its report. The Auditor endorsed the legislative
concern about the importance of follow-up proce-
dures but reminded the lawmakers that such pro-
cedures cost money—particularly because of the
difficulty of finding former participants who have
no incentive to keep in touch with DET. “When
the General Assembly establishes reporting re-
quirements for JTPA that exceed the existing
system’s capabilities, sources of funds should be
identified to support the reporting requirements
that will minimize the diversion of funds from
training programs,” the report recommended.’®

DET and SDA staffers routinely contact
people 13 weeks after leaving a program, and
DET has begun some sampling of former partici-
pants one year after they leave. “We need to do
the full one-year follow-up, not just a sample, but
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Eric Green/ N.C. Poverty Project

it would take $500,000,” says New. “If the Gen-
eral Assembly wants us to do it, they need to give
us the money.”

New believes the new performance standards,
particularly one called employability enhance-
ment rate (which seeks to measure the number of
youth trainees whose employment prospects are
enhanced by a program), address some of the ma-
Jjor weaknesses of the original JTPA standards.
“The stress is moving away from outputs to under-
standing what we did with the people. There’s
more weight on the quality of the product,” New
says.

So how do North Carolina’s job training pro-
grams stack up? As Table 4 indicates, the state’s
JTPA programs meet or better all seven state stan-
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dards and five of the seven
national standards (perform-
ance standards are set by DET
for each SDA, and they are
established at the end of a pro-
gram year, not in advance. See
box, p. 79 for more). By that
measure alone, the state’s pro-
grams would seem to be work-
ing. But two main questions
arise: Are the standards high
enough? And even when the
state’s standards are met, are
the performances good enough
to make a serious contribution
to getting jobless North Caro-
linians out of poverty?

Just considering adult
training programs, the entered
employment rate shows that 69
percent of the state’s trainees
get a job. That’s nearly seven
out of 10 of those who enter
training. What’s more, stan-
dard three, the welfare entered
employment rate, indicates
that 55 percent of those who
were on welfare got jobs—a
little better than one out of ev-
ery two persons on welfare.

In addition, regular fol-
low-up surveys of trainees,
taken 13 weeks following
completion of a program, show
that the number of workers
still on the job drops slightly
to about 66 percent. And of all
those who get a job in the first
place, only about 55 percent work the entire 13-
week (or 90-day) period. Among JTPA analysts,
that figure does not seem low. John Hice, an ana-
lyst at DET, says, “Results must be looked at in
context. To supply just a portion of that context,
those 55 percent who were employed throughout
the 13 week period between termination and fol-
low-up include a large number of people who
were not employed in any of the 26 weeks prior to
application; 47 percent of that group of people
were employed throughout the 13 weeks after ter-
mination.” In addition, many of those workers are
out due to sickness, child care problems, or trans-
portation problems, DET officials say.

But to a layman, the figures would seem to
be shockingly low. If a person can’t hold a job for




13 weeks, that person is certainly not a good risk
for staying out of poverty in the long run. Fred
Aikens, a legislative analyst, says that’s enough to
worry legislators. “Fifty-five percent are holding
jobs for 13 weeks,” observes Aikens. “What hap-
pened to the other 45 percent? That’s what the
legislators really want to know. They want to
know if people are really staying employed.”

DET officials caution against using the per-
formance-standard results as a measure of pro-
gram effectiveness. “Alone, the status of program
terminees cannot be taken as a measure of pro-
gram effectiveness,” says Hice. “Terminee status
is also impacted by demographic and local eco-
nomic conditions that vary from SDA to SDA. If
these factors are not taken into account or con-
trolled for, then the variance of results from pro-
gram to program will be misleading.”

Another performance standard that seems to
show the program is working is that of average
wage at placement. The state’s performance in
1987-88 was $4.69 for the average trainee—or the
equivalent of about $187.60 per week, or $9,698
for a year based on working 40 hours a week, 52
weeks a year. That is just above the official
poverty line of $9,690 for a family of three. But
again, the state doesn’t know for sure because it
has no year-long tracking mechanism in place to
determine how long former job trainees actually
work, at what wage, and whether trainees stay
out of poverty.

These performance standards, then, are help-
ful in understanding how JTPA works, but for
those looking for an answer as to how well JTPA
works, additional follow-up questions could pro-
vide more of an answer. But until NRCD and the
legislature seek better answers to those questions
by providing realistic funding needed to get the
answers, no one will know how well JTPA works
to get North Carolinians out of poverty and onto
the payroll. “If CETA was too often guilty of
constantly taking its pulse, it can be said fairly that
JTPA presently could drop dead without even
having had a prior suspicion of ill health,” says
R.C. Smith of MDC, Inc.

But DET officials do know that enrollees
generally like the JTPA program. As part of
regular follow-up surveys, DET employees asked
trainees how they rated the program, and 87 per-
cent rated it either excellent or good, while less
than 3 percent rated it poor. But when asked what
enrollees had hoped to get out of the JTPA pro-
gram, more enrollees (37.4 percent) said they
signed on to get schooling and financial aid than

those who said they wanted a job (36.2 percent),
while another 18 percent said they wanted to learn
a skill. The survey also found than 81 percent
felt they had met their goals.

Human Resources Development

uennia Hargrove is still smiling after a full

day of math, biology, and English courses at
Fayetteville Technical Community College, all
prerequisites for the high school diploma she
plans to earn there. She has no car or day care as-
sistance, but she leaves her 18-month old with her
mother and catches a ride to school with a neigh-
bor. She still receives her AFDC check.

“I don’t want to be on welfare the rest of my
life,” she says. “I want to give my daughter the
best possible care I can with the money I earn
from my own work, so she’ll work when she
grows up, t0o.” Just a year ago, Quennia was not
talking with such resolve. She was still drifting
through the period of her life she now remembers
as having slipped away. Her six-week course
through the Human Resources Development
(HRD) program changed all that. “My classmates
and my teachers helped me get motivated,” she
says. “We were like a family. I decided in that
course that I wanted to be a nurse.” By the end of
the HRD course, she says, “you will know what
you want to do. I recommend HRD to anyone.”

Quennia is one of the success stories of the
$3.9 million HRD program, operating in 45 of the
state’s 58 community colleges. The program
operates with a staff of 150 persons, only two of
them in Raleigh. The local staffs average three
people; some are as large as five, including the
Fayetteville program. State officials are quick to
point out that HRD is not a full-service job train-
ing program. “We are a pre-employment training
program for long-term unemployed and under-
employed adults,” says Peggy Graham, the HRD
state coordinator. “We specifically target our
money to people on welfare, displaced homemak-
ers, and the economically disadvantaged.”

Four elements distinguish HRD from other
job training programs. It is performance-based,
with a local program’s funding level decided by
its efficiency index (more below). Second, it
conducts three follow-up surveys with every par-
ticipant—after three, six, and 12 months—and
must keep these results for five years. Third, it is
entirely state funded. Finally, it is a self-con-
tained program, doing its own recruitment, as-
sessment, self-esteem building, some basic edu-
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cation, skill training, placement, and follow-up.

In the 1987-88 program year, 5,162 persons
enrolled in HRD statewide and 3,855 completed
the course. About six of every 10 HRD graduates
(counting current and previous-year graduates)
got a job, and one-fourth continued job training
(some did both and are in both statistics).1

Like the hard data available for evaluating
the JTPA program, there are pluses and minuses
for the HRD program. For instance, of those who
graduated from the program in 1987, about 56
percent wound up with jobs—but of those who
originally enrolled in HRD, fewer than half (42
percent) graduated and got jobs. Yet follow-up
programs show that these rates do improve over
time (see Table 7).

“We do some short-term skill training for
security guards, geriatric workers, bakery assis-
tants, and others,” says Graham. “These are usu-
ally entry-level jobs. Many of them are fortunate
to get any kind of job. But we follow up on them,
encouraging them to get further skill training and
education.”

The Fayetteville program, for example, has
recently held classes on retail sales and on basic
skills (self-esteem building, interviewing skills,
resumé writing, and motivation). In the sixth day
of the retail class, the 12 students were practicing
on a cash register donated by a local business and
writing four sample letters—an application letter,
an answer to an advertisement, a thank-you letter
for an interview, and a letter of resignation.

“We practice a letter of resignation because
it’s important that our students know you can’t
just walk away from a job,” says Sharmon Her-
ring, the Fayetteville HRD coordinator. Why a
thank-you note? “You’d be surprised at how
many of our students have gotten jobs. . . because
of that letter.”

HRD started in six community colleges 20
years ago through a pilot program started by
MDC, Inc. (then called Manpower Development
Corporation). Inaugurating the program in 1969,
then-Gov. Robert W. Scott sounded a theme that
has survived for two decades: “I think we have
another very vivid example of private enterprise
working together with government to solve or
seek a meaningful solution to a very persistent
and nagging problem . . . lifting our employment
picture, particularly as it relates to the disadvan-
taged and those with below-average incomes.”

In 1973, the General Assembly funded the
program and placed it within the community col-
lege system, now headed by the same Bob Scott.
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With its focus on pre-employment training and a
budget of less than $4 million, HRD has signifi-
cant constraints in scope and in funding. Baut its
enduring track record also contains three valuable
lessons for other manpower programs—Ilessons
about bureaucracy, a performance index, and fol-
low-up.

Despite its longevity, HRD has not estab-
lished a separate bureaucracy but still functions
within the existing community college system.
This administrative choice, plus the efficiency
index, has meant that only a small portion of
HRD funds go to administrative costs.

Second, the performance index emphasizes
the difference in income between what a partici-
pant was making at the beginning and at the end
of the program, not whether the trainee got a job
and what it paid. Thus, if 90 percent of the
students in an HRD class are on AFDC, a place-
ment into a skill-training program or a low-paying
Jjob that provides needed work experience results
in a good performance index-—or efficiency in-
dex, as it’s called. The formula translates educa-
tion into an income figure and includes a special
three-fold multiplier for a reduction in welfare
benefits.

“You can’t fudge on that formula too much,”
says State Coordinator Graham. “It keeps us
honest.” The formula is 2 major factor in deter-
mining the funding allocation for a local program.
Hence, this index is an ever-present reminder of
how to evaluate the students.

Not only that, but HRD administrators also
keep track of total income produced by graduates,
and the total amount of public assistance funds
saved by getting graduates off welfare (see Table
7). For instance, program records show that
graduates had earned more than $10 million and
the state had reduced their welfare payments,
saving $1.2 million in public assistance in fiscal
year 1987-88 alone.

And follow-up is an equally important factor,
as one HRD instructor explains. “I’m sitting on a
time bomb in Spring Lake,” says Sharmon
Herring, referring to her basic HRD class in a
satellite center outside Fayetteville. “Almost ev-
eryone in that class is on AFDC.” All students
allowed to complete the class (some are cut by the
program) go into the index calculation. If they are
not motivated enough to enroll in an education or
training program, they hurt the Fayetteville effi-
ciency index—and possibly the program’s
budget. The formula thus motivates the HRD staff
to concentrate on follow-up.




The index emphasizes the long term. How a
person inches out of poverty—the progress a per-
son makes—is more important than a short-term
job placement. This emphasis breeds an effective
follow-up system. Besides graduating 3,855 stu-
dents last year, HRD also followed up on another
4,621 graduates from the preceding year. Of
these, 82 percent had jobs or were in skill training
programs at the end of the 12-month follow-up
period."’

As impressive as these statistics are, the style
of the follow-up is what sets HRD apart. The
personal contact drives the follow-up system
more than the statistics. “We’ve kept all of our
files since we opened up,” says Herring. “We get
calls all the time from people who are changing
jobs and want to come back and see their resumé.”

One participant in the retail sales class, Bar-
bara Chapel, went through an HRD class nine
years ago. Over the years, she’s worked as a
laborer and cement mason while raising three
boys alone. Now unemployed, she sought out
HRD for a second time around. “I’m a go-getter,
but there were times when I needed help,” she

says, referring to her periods back on AFDC.
“But you get depressed sitting in that house.”
Now 35 years old and the mother of teenagers,
Chapel hopes to add retail sales skills to her
knowledge of construction. “I know there’s a
Lowe’s or an auato parts store or an FCX justdying
to hire me,” she says.

This strong relationship is what makes the
HRD program so different from JTPA. Follow-
up in the JTPA system, to the extent that it takes
place, concentrates on statistics. This is partially
aby-product of the program’s size. JTPA does not
encourage people like Quennia Hargrove to take
the next step, enrolling in her nursing assistant
program.

In 1979, Chet Fuller of The Atlanta Journal
traveled around the South and wrote a series of
articles on his experiences, called “A Black Man’s
Diary.” The HRD program impressed him, he
wrote, because of “the amount of follow-up in-
volved to see how well former students are mak-
ing out in the workaday world.” Just as Bob
Scott’s 1969 remarks about HRD ring true today,
so does the ending to Fuller’s decade-old review:
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Table 7. Performance of Enrollees in Human Resources Development

number of students enrolled for the calendar year.

Source: N.C. Department of Community Colleges

Program, 1983-1988

Percent Total Job Job Graduates Income  Welfare

Fiscal Students Job Who Got Placements Placement Receiving Increase Decrease

Year Enrolled Placements Jobs for Year! Percentage’ Follow-Up (millions) (millions)
1983-84 4,258 1,849 43% 2,548 59.8% 4,085 $11.7 $1.3
1984-85 4,469 1,721 39% 2,614 58.5% 4,372 11.9 1.6
1985-86 4,394 1,758 40% 2,565 58.4% 4,379 11.5 .8
1986-87 5,304 2,330 44% 3,308 62.4% 4,406 10.1 9
1987-88 5,162 2,148 42% 3,151 61.0% 5,245 10.3 1.2

IThis figures represents the number of Human Resources Development graduates from all previous years
who got jobs in the current calendar year, while the column marked “Job Placements” refers only to those
current year graduates who got jobs in the current calendar year.

2This percentage figure compares the total number of graduates who got jobs in the calendar year to the

#

APRIL 1989 83



“The more I think about that program, the more I

wonder why North Carolina is the only state using
it, 8

Community Work Experience
Program

ervis Hilliard epitomizes the work ethic even

though she has never heard the term. Her
father was a carpenter and her mother raised eight
children. Among them are a nurse, a photo lab
technician, and factory workers. Someday,
Gervis hopes to work as a librarian. “I didn’t have
any experience,” says Gervis. “That was my dif-
ficulty. I thought here’s my chance to get it.”
Placed at the library as part of the Cumberland
County work experience program, Gervis has
blossomed. “It has worked for me,” she says. “If
you want to work, experience gives you the proof
that shows you can do it.”

County Social Services offices have operated
job programs for more than 20 years, beginning
with the Work Incentive program (WIN), which
at one point operated statewide but which is now
being phased out. The Community Work Experi-
ence Program (CWEP), a separately funded fed-
eral program, began in 1982. Many referred to
CWERP as workfare, because it could be construed
as punitive—forcing a welfare recipient to work
off a welfare payment through community work.
It emphasizes the value of experience for getting
people into jobs (which must be in the public or
non-profit sector, not the private sector). In the
last six years in North Carolina, CWEP has
evolved into a generic term within the profes-
sional welfare world, referring to all AFDC em-
ployment and training programs funded both by
CWEP and WIN.

Currently, the CWEP program is not manda-
tory statewide. In 1987-88, 38 of the 100 N.C.
counties operated CWEP programs; those coun-
ties had 56,971 AFDC cases, or 61 percent of the
statewide caseload of 93,532. In the 38 counties
(by 1989, the number of counties with CWEP
programs was up to 41), 42 percent of the AFDC
recipients 16 years or older (23,782 people) regis-
tered for the program. Registration is mandatory
for those who can work—those who are mentally
and physically able and whose youngest child is at
least three. Of those registered, only 7,238 re-
ceived services, or about three of every 10 (see
Table 8)." One reason that less than one-third of
the registrants get services is that some counties
don’t have sufficient staff to process the paper-
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work. In addition, there just aren’t many jobs
suitable for CWEP participants. In short, the
program could accommodate only 7,238 partici-
pants in 1987 even though three times that many
were registered. Statewide, $3.5 million went
towards CWEP training programs.?

As Table 8 indicates, the CWEP program has
served only a fraction who would be eligible. Of
the 56,971 AFDC cases in the CWEP counties,
32,450 were exempt for several reasons, notably
the presence of children younger than 3 in the
household. Thatleft 23,782 to register. Of those,
5,212 were temporarily excused from participa-
tion for such reasons as short-term illness or other
family considerations. That left 18,570 available
for CWEP services, but only 7,238 actually re-
ceived services.

Expressed in percentages, about 12.7 percent
of all AFDC cases wound up receiving CWEP
services; 41.7 percent of the AFDC cases actually
registered for CWEP; less than a third, or 30.4
percent, of the CWEP registrants actually partici-
pated; and about 17.7 percent of the CWEP par-
ticipants actually got into work experience, while
the others were involved in various kinds of de-
velopment or training programs. Of the 23,782
registrants, the department says, 9,875 got jobs at
some point during the year.

Like the HRD program, CWEP also reported
significant savings on public assistance. In 1986-
87, for instance, the program reported it had saved
at least $1.4 million in welfare payments that
government agencies did not have to make. But
the program that year cost $3.56 million to make
those savings. Legislative analyst Nina Yeager
draws this conclusion: “The report illustrates that
the state spent approximately four dollars in Gen-
eral Fund appropriations for every dollar savings
recouped from employment programs. These fig-
ures exclude the cost of day care for AFDC recipi-
ents who are involved in work experience or train-
ing efforts.”

In 1987-88, the same sort of savings occurred.
The CWEP program reported saving at least $1.1
million in AFDC payments—but the program cost
from all sources was $3.5 million. In other words,
$3.50 spent, $1.10 saved. But Mary Deyampert,
director of the Division of Social Services in the
Department of Human Resources, says the com-
parison is unfair, and that welfare payment sav-
ings are understated. “The savings are under-
stated for the year because they only represent the
amount each AFDC payment was reduced or ter-
minated during the first month the individual be-
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Table 8. Participants Involved in Community Work Experience
Program (CWEP) in North Carolina, for 38 Participating Counties,
1987-88

CWEP Registrants From Total AFDC Caseload

Number of AFDC CaSES ...cvverreerrersressesenssessessssssesesessessaeses 56,971
Number of recipients 16 0r Older.......c.ccvvnnrirncsinseenerne 56,232
Number of 16 & older recipients Who are .........cceeeuens. - 32,450

exempt from program

Number of mandatory/voluntary registrants .........eeveveuene 23,782
who are 16 & older

Those Actually Receiving CWEP Services

Number of total FEZISIIANS .....cccovieeierercerscsissersesescssivesnas 23,782

Number registered for CWEP bt .....ccccvvvvcvcinsnnennnnnnnnns - 5,212
temporarily excused

Number registered and available for ..........ccvvieinvcrcnnns 18,570
assessment and program activities

Number with no reported employment program ............. -11,332
activity

Number of registrants actually participating .......c..oeeceeeene 7,238

Number of registrants who gOt jObS .....cicisevvcnvnscnresennanes 9,875

Unduplicated Count of 7,238 Registrants Actively Participating

Number in vocational training .........cceeveeseereereenvescesessaesassens 1,179
Number in Adult Basic Education or

General Education Development program ........ceeveeeeeses 930
Number in job preparation/job search .......coeeeicncrcccencaee 3,790
Number in WOrk €XPEriCnCe ......ccccvvmercererirrersesrissessrssvessssenss 1,279
Number in grant diversion.........ececoinnrininsieienesanens 8
Number in on-the-job trainfing ......cceeeeiscecsisnnincssenesssnnns 22
Number in post-secondary education .........ccovvceevevcressesssueneas 131
Number in SErviCes ONLY ....cceccevereeerercrmersrssesssstssssssrersrorasasaras 476
Number in post-termination Support SEIViCes ....eeeriverereess 1,547

Total: 7,238

Percent of AFDC cases registered for CWEP: 41.7%
Percent of AFDC cases receiving services: 12.7%
Percent of CWEP registrants who participated

in programs: 30.4%
Percent of CWEP participants in work experience: 17.7%
Percent of CWEP registrants who got jobs: 41.5%

Source: “Community Work Experience Program—Annual Report, 1987-1988,” Division of Social
Services, Department of Human Resources, Oct. 1, 1988, see Tables 1-3 (pp. 4-7).
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came employed and any subsequent savings
which resulted from a further reduction in bene-
fits. The savings do not represent the amount that
continued to be saved as aresult of individuals re-
maining in paid employment.” On the other hand,
the department does not publish welfare cost in-
creases for CWEP participants who lose a job and
go back on welfare.

Many county programs began moving away
from the punitive workfare approach in the 1970s,
but not until 1986 did the General Assembly, with
Gov. Jim Martin’s urging, redirect the CWEP
program statewide. The legislature appropriated
$600,000 to expand CWEP into 18 counties.? It
also required the counties to develop uniform
program components under CWEP, including
assessment of vocational and academic skills,
development of an employability and training
plan, job training, work experience, and follow-
up. A county had to “ensure that each participant
is being provided necessary transportation and
child care prior to requiring the participant to
participate in a program component.”??

State Sen. Russell Walker (D-Randolph),
chairman of the Senate Appropriations Commit-
tee on Human Resources, pushed through these
1986 requirements and follows the issue closely.
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“You still have wide variations in these pro-
grams,” says Walker. “We have to go beyond
those that are just make-work type operations.
It’s not good policy to make someone go to a job
just to get a check, without any real training that
will elevate them towards getting a permanent
job. A lot of these people work in a school
cafeteria, for example, but are not advancing
toward getting a job.”

Nationwide, some employment and training
programs have been successful at getting welfare
recipients into jobs. One such program in Massa-
chusetts received a lot of attention during the
1988 presidential campaign. It has been a model
for work programs elsewhere, but so far, the idea
has not caught on in North Carolina.

How do the CWEP programs in North Caro-
lina stack up? Advocates of poor people in North
Carolina generally give CWEP poor marks, and
those working within CWEP offer only mixed
reviews.

“These people are being placed in dead-end
jobs, not jobs that lead to self-sufficiency,” says
Blanche Lyons, director of the N.C. Hunger Coa-
lition.

“We try to open up opportunities,” says Chip
Modlin, the Cumberland County Social Services

Eric Green/! N.C. Poverty Project




director. “It’s not a one-shot deal.”

The programs vary extensively from county
to county. A Durham County Social Services
Department cooperative venture with the local
Chamber of Commerce got a lot of praise for
helping AFDC clients find permanent jobs in the
Research Triangle Park. Some counties cooper-
ate closely with the HRD and JTPA systems,
combining several funding sources into workable
programs that do not duplicate functions. State-
wide, however, critics say that the system does
not appear to have a significant impact. They
generally make five criticisms of the program:

m First, the local DSS offices are under-
staffed. While a large number of clients are re-
quired to register (in those counties that choose to
operate CWEP), only three of 10 clients who reg-
istered received services last year. Of the 425
full-time employees at the Cumberland County
Department of Social Services office, only 6.5 po-
sitions—fewer than 2 percent of the staff—work
with employment and training programs. In 1987-
88, this small staff had responsibility for supervis-
ing 2,367 people, who, like Gervis, had to register
for CWEP. That works out to an average caseload
of 364 registrants per caseworker. State officials
say, however, that the caseload is not that bad in
other counties.

m Second, the data suggest that CWEP is not
necessarily the primary factor in getting welfare
clients into jobs. Last year, DHR reported that
9,875 of the 23,782 CWEP registrants entered
employment, an impressive 41.5 percent, with a
$1.1 million saving in welfare payments.® But
there’s a flaw in the data. Only 7,238 registrants
were participating in the training effort—2,700
fewer people than the program claims to have
gotten jobs. Inreality, then, how much credit can
CWEP take for the 9,875 who had their welfare
check reduced or eliminated? The data system
does not routinely evaluate the performance of the
program and compare the outcomes of the 9,875
who received only CWEP services with those
who received no CWEP services, or with those
who participated in CWEP combined with JTPA
or HRD, or with no manpower program services
at all.

m Third, the department does not monitor
how many of these stay in jobs and off welfare.
“We do not have the capacity to do the tracking of
the job retention rate,” explains Burgess. But the
department can monitor people who return to
AFDC and has done periodic surveys on reten-
tion.

A 1987 Department of Human Resources
study strongly suggests that CWEP has a minimal
impact on getting a person off public assistance
and out of poverty. In the CWEP counties, the
department reported, 75 percent of former clients
remained off the welfare rolls for at least a year,
but the non-CWEP counties did nearly as well,
with a 69 percent rate.* In other words, CWEP,
for all its efforts, makes only a 6 percent differ-
ence. But Quentin Uppercue, head of planning
and information for the Division of Social Serv-
ices in Human Resources, views the results more
positively: “The study seems to show that CWEP
has had some impact.”

= Fourth, counties have very little money
available for support services to help cushion the
transition into the job market. The total state
budget for CWEP from all sources in 1987-88
was just $3.5 million, yet 38 counties (41 by
1989) had CWEP programs. Each participating
county, then, had an average of $92,000 to oper-
ate its entire CWEP program—and that’s not
nearly enough. “Most people want to work,” says
Modlin. “But you’ve got to phase people off
welfare. You can’t go cold turkey into an entry-
level, underemployed position. We need more
money for training, placement, screening.” Last
fall, a bipartisan coalition in Congress took a
large step in that direction, passing a $3.3 billion
welfare reform bill. Much of the law focuses on
job training requirements and provides new funds
for support services to help with that effort. The
state does not yet know how much it will receive.

m Fifth, staying on welfare sometimes may
be a better deal than getting a low-wage job. In
North Carolina, AFDC payment levels, plus food
stamps, meet only 62 percent of the poverty line
(see table on page 14). Even so, AFDC, food
stamps, and the medical coverage of Medicaid
together may amount to more financial security
than a person can get at many entry-level jobs,
which usually pay the minimum wage of $3.35 an
hour. In 1987, the General Assembly addressed
this issue through the Family Support Act, which
broadened Medicaid coverage to encourage re-
cipients to work and made it easier for teenagers
on AFDC to finish high school.”® In 1988, Con-
gress considered raising the federal minimum
wage, but the bill lost momentum in the legisla-
tive maneuverings of the election year. A higher
minimum wage could alleviate somewhat this
shortcoming with CWEP, but the experts also
debate whether a higher minimum wage would
reduce the number of entry-level jobs available—
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thus hurting rather than helping the poor.

Senator Walker’s 1986 bill required the De-
partment of Human Resources to submit a plan to
the U.S. Department of Health and Human Serv-
ices to operate what is called the AFDC grant
diversion program. This program, which is vol-
untary, allows a person’s AFDC benefits to be
“diverted” to an employer who hires, trains, and
pays the welfare recipient. “It’s a kind of OJT-
welfare program,” explains Lucy Burgess, chief
of the Employment Programs Section for the De-
partment of Human Resources.

In theory, the grant diversion program could
encourage people to work rather than staying on
welfare because it would cut welfare payment
only by the amount of new wages a person earns.
But as a practical matter, a grant diversion pro-
gram can work only if tied into the larger job
training system of JTPA. In 1988, only eight
people in the entire state were using grant diver-
sion, and all of them were in Davidson County,
where the DSS works closely with the JTPA sys-
tem.

For all of its shortcomings, the CWEP pro-
gram has helped people like Gervis Hilliard get
into the job stream. Next year, the state welfare
system will have substantial new federal funds for
support services with its job training. These funds
might broaden the impact of CWEP beyond those
already well-motivated. To have the maximum
impact, however, state executive and legislative
officials will need to monitor closely how these
funds will be used.

“There is a lot of opportunity to strengthen
and expand our efforts,” says Burgess. “We’re in
an expansion mode now and should be able to
increase the availability of services to our clients.
We should be able to help stabilize those people
who go to work through that transition period
with increased child care funds and longer Medi-
caid coverage. And we need to strengthen our
program—with JTPA, with grant diversion, with
interagency efforts. We need to increase the
number of welfare clients enrolled in employment
and education programs.”

Conclusions and Recommendations

early 400 people gathered at the Europa
Hotel outside of Chapel Hill in October
1988 for the first annual North Carolina Partner-
ship Conference, a three-day event sponsored by
the Division of Employment and Training. “Job
training is emerging with a new emphasis,” con-
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ference moderator George Autry told the crowd.
Autry ticked off the list—welfare reform, the
greatly expanded displaced workers program
(under the federal Trade Adjustment Act), atten-
tion to literacy, a study on the future of the com-
munity college system in North Carolina, and a
new Worker Training Trust Fund established by
the 1987 General Assembly.?® “There is unprece-
dented attention to employment and training ef-
forts. We welcome the ferment. The stew is
simmering and is now on the front burner again,”
Autry observed.

Renewed interest in such training is a point
that William C. Friday, former president of the
University of North Carolina, welcomes these
days. Spending on what he describes as “human
capital” declined in the 1980s. “It’s been going on
a long time,” notes Friday. “The emphasis on
government policy the last few years has been on
revitalizing the economy and improving the busi-
ness climate, and job training has been cut. But
those cuts [such as the 80 percent cut in North
Carolina’s JTPA budget] could not have come ata
worse time.”

In 1988, both JTPA and CWEP were six years
old, and the presidential campaign had job train-
ing proponents on both tickets. The June 1988
issue of The Washington Monthly reflected this
new national interest, with 13 short essays on
“poverty programs that work.”” Introducing the
series, the editors wrote: “After an interlude of
shoulder-shrugging disillusion, the country seems
ready to begin confronting the problems of the
poor again. . . . The Jobs Clubs and the training
programs and the computerized literacy plans and
the small business incubators and the preschool
programs and the community colleges that we
describe do make differences in individual lives.”

Most of the programs described were initiated
by private, nonprofit and for-profit companies,
not through governmental efforts. The 13 pro-
grams varied a great deal but they reportedly
worked for very similar reasons, summed up by
one of the writers: “Hundreds of papers are writ-
ten each year seeking to identify the elements of
successful job training programs. But these ele-
ments are not complex—strong ties with employ-
ers, a curriculum geared toward demand, moti-
vated students, and most of all a dogged persis-
tence in helping them contact employer after
employer in finding work.”

Jesse Braboy, Quennia Hargrove, and Gervis
Hilliard are headed out of poverty because of
these same elements—contacts with employers,




relevant curriculum, good motivation, and dogged
staff follow-up. But many others in the JTPA,
HRD, and CWEP programs are not so lucky. To
broaden this positive impact to more people in
poverty, officials in North Carolina should moni-
tor closely three general aspects of the existing
job training programs: follow-up, performance
standards, and coordination.

1. State jobs programs, particularly JTPA,
need more complete follow-up data to determine
how long program graduates are staying on the
Jjob and whether they are staying out of poverty.
HRD checks on its graduates three times—at
three, six, and 12 months into the program. Nei-
ther JTPA nor CWEP reviews its participants
regularly past the 90-day point. “We need to
review the participants on an annual basis to see if
they are being trained for the right jobs and are
staying employed,” said Fred Aikens, a senior
fiscal analyst at the General Assembly who moni-
tors the JTPA system, in the fall of 1988. Several
months later, however, Aikens had changed his
mind after reviewing the sketchy results of one-
year sampling. “We really don’t need to do the
12-month follow-up because we know that about
half the people are not working after 90 days,”
Aikens now says.

But the 12-month follow-up—adequately
funded—could divulge a wealth of new informa-
tion for DET. The skimpy information from
DET’s 12-month sampling data, gathered in 1988,
does not show whether workers are receiving
adequate training, whether they need more train-
ing or education assistance, whether they are
managing to remain employed regularly, or
whether they are getting out of poverty. The
legislature’s Joint Commission on Governmental
Operations appears to be leaning against recom-
mending mandatory 12-month follow-up surveys,
and DET has not asked for funds to pay for such
surveys. Beyond even good data, though, comes
a key element—personal involvement with the
clients. This is impossible to legislate but comes
instead through leadership at every point in the
bureaucracy, especially at the local level. The key
to the HRD follow-up is the tradition of staying in
touch with graduates. DET officials say that
JTPA workers do keep in touch with participants
at the local level, but with so many program par-
ticipants—far more than the HRD program—
JTPA faces a difficult task in keeping tabs on each
participant.

2. State officials should consider adopting
the efficiency index model used by the HRD pro-

gram as an effective measure of JTPA success,
and performance standards should be raised. The
efficiency index used by HRD offers a valuable
model that should be broadened and put to good
use under the governor’s discretion within JTPA.
The new JTPA performance standards, being used
for the first time in 1988-89, de-emphasize quick
job placement. This might help with the long-
term goal of getting people out of poverty. Butthe
performance standards apply only to part of Title
IIA funds. The govemor has the authority under
JTPA to request that performance standards be
established for the rest of Title IIA and for Title
IIB funds, but no such initiatives have come dur-
ing the first six years of JTPA. In 1986, the State
Auditor recommended such new standards as
“critical to the effective administration and evalu-
ation of JTPA."%

Another way that performance standards
could be expanded is for the Job Training Coordi-
nating Council to require that more JTPA subcon-
tracts be performance-based. Such subcontracts
require, for example, that a company or agency
administering the actual JTPA training gets paid
only if the participants get certain kinds of jobs.
“We shoot for $6 an hour for our preapprentice-
ship training contracts,” says Charles Jeffress,
N.C. assistant commissioner of labor, discussing
the JTPA subcontracts run by that department’s
pre-apprenticeship division. “But all of these
contracts have a $5-an-hour minimum.” In this
kind of arrangement, the subcontractor gets paid
(with the JTPA money) only if the performance
promises are met.

State officials should also consider whether
they are setting certain performance standards too
low. While nearly 7 out of 10 enrollees get jobs,
the number who stay in those jobs trails off. The
1987-88 N.C. average standard for entered em-
ployment rate was only 58 percent, and was easily
topped by the performance of 69 percent. Simi-
larly, the welfare entered employment rate stan-
dard was 43 percent, easily beaten by the actual
performance of 55 percent. While the state has
done an admirable job of meeting or beating the
average standards, the standards need to be set and
met at a considerably higher level if the state is to
gain ground on its poverty problem. If this is not
done, then stringent evaluation standards should
be adopted.

DET officials maintain that performance
standards are not goals. They measure perform-
ance in an SDA based on economic factors and
other characteristics unique to that SDA area, and
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they are set at the end of a
program year, not at the start.
Thus, raising performance
standards alone would not set
new targets to shoot for in the
JTPA system. But higher stan-
dards might give a more realis-
tic picture of actual JTPA per-
formance.

3. State program officials
should make serious efforts to
develop coordination plans to
take better advantage of the
far-flung program offices.
There are 28 SDAs, 28 PICs,
and several advisory bodies for
JTPA; there are 45 different
HRD programs run by local
community colleges; and there
are 41 separate county-run
CWEP operations in Depart-
ments of Social Services. Ob-
viously, coordination would be
by far the most elusive issue to
monitor, but in 1989 it may be
the most important—and for
that reason state agencies must
find a way to coordinate pro-
grams. While the “simmering
stew” of job training programs
has moved to the front burner,
hungry and often competing
bureaucracies are waiting with
ladles. The JTPA program al-
ready has spawned a sprawling
bureaucracy through 28 sepa-
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rate administrative structures,
prompting the State Auditor to
observe that “job training and employment re-
sources in North Carolina are diffused and decen-
tralized. This fragmented system results in mul-
tiple agencies providing comparable services
from multiple funding sources. JTPA represents
only one component of a very large and diverse
delivery system which may, as structured, result
in duplication of efforts, increased administrative
cost, interagency tensions, and other inefficien-
cies.” In 1989-90, the new funds coming from
welfare reform and from the federal Trade Read-
justment Act for displaced workers will seek a bu-
reaucratic home.

“We have the potential of laying bureaucracy
on bureaucracy,” says Sanford Shugart, vice presi-
dent of programs in the N.C. Community College
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system. “Programs with that kind of money could
set up conflicting priorities and turf. We need to
make the best use of the system we have.

JTPA programs already reach into multiple
delivery systems: Employment Security Commis-
sion offices, welfare offices, Service Delivery
Areas, community colleges, vocational rehabilita-
tion offices, and other agencies. But to Shugart,
these multiple points of entering the training sys-
tems could evolve into separate training systems
themselves. Excessive bureaucracy should be
avoided. “In North Carolina, the basic delivery
system is the community college,” says Shugart.
DET officials debate that point, and so do officials
from other agencies dealing with training pro-
grams. The task for state officials is to evaluate

Eric Green! N.C. Poverty Project




whether there is any consensus on the delivery
vehicle, and if not, how to develop one. The Job
Training Coordinating Council has such a respon-
sibility within its legislative mandate to provide
“management guidance and review of all State
administered employment and training pro-
grams.”?

The council and the legislature need to eval-
uate what kind of system or combination of sys-
tems can make best use of job training funds. An
updated and expanded version of the 1986 inven-
tory of JTPA programs would help, especially if it
examined all 28 Service Delivery Areas and fo-
cused on coordination of such items as the $21
million in dropout prevention funds under the
Basic Education Plan and Title IIB summer youth
programs, and how they best might be used; or
cooperation with HRD programs to identify areas
where JTPA can provide more training compo-
nents; or improving the use of Division of Voca-
tional Rehabilitation programs and Employment
Security Commission services in JTPA programs.

“How can we get the biggest bang for our
buck?” asks Aikens, the legislative fiscal analyst.
“We still look at things individually, even though
we have several bureaucracies at work. The legis-
lature tried to fashion the council into a structure
that could advise the governor and the legislature
on how all the job training dollars are being used
and should be used—Human Resources, ESC,
NRCD, DPI [Department of Public Instruction],
Community Colleges. We’ve just got to have a
strong concerted effort to pull all of those under
one umbrella. It’s a tough cookie to crack.”

In addition to these three issues, the state
must also consider the budgetary implications of
job training programs:

4. With federal job train-

ing place in 1989, North Carolina either will have
to ante up more money for job training or see its
federal jobs funds drop even further. The reform
will require the state to involve 7 percent of its
eligible AFDC recipients in job training programs
by 1990, and 20 percent by 1995. Unless the state
meets those goals, its job training funds will drop
substantially. (See “Welfare Reform: No Vaca-
tion from Poverty,” page 48, for more.)

For these reasons, the North Carolina General
Assembly should immediately begin planning for
the increased job training outlays it needs to make
to beef up the HRD program, to provide more job
training for the CWEP program, and to consider
ways to augment federal JTPA funding, the main
training program in North Carolina. North Caro-
lina will need to put more money into training
programs, set and meet tougher performance stan-
dards or goals, and develop ways to reach more of
those in poverty.

L

Evaluations, inventories, case studies, per-
formance standards, and coordination can all help
to make job training programs work better. But in
the end, says George Autry, “Itis a matter of will.
The nature of big government and bureaucracy is
not to be creative. There’s too much turf protec-
tion. So the impetus has to come from outside the
the bureaucracy.”

But all that must change if job training pro-
grams and education programs are going to mesh,
train the poor to work, and help them find jobs.
“Federal welfare reform,” says Peter Carlson, a
National Alliance of Business official who spoke
at the N.C. job training conference, “will require

ing funding in decline, the
State must recognize it has to
take more responsibility in job
training. Since its inception,
funding available for JTPA,
the main job-training pro-
gram, has steadily declined,
and state funds come to less
than $5 million. That has not
been enough money to pro-
vide extensive job training in
a state where more than
800,000 are in poverty and
many more live just above the
poverty line. And with the
federal welfare reforms tak-

L4

“Across the cities, across this land,
Through the valleys and across the sand,
Too many people standing in line,

Too many people with nothing planned,
There’s too many people with empty hands.”

—“Empty Hands”

by John Mellencamp and George Green

¢
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the governor [of each state] to provide some lead-
ership to bring together the social services people
and the employment and training people, to make
them do it right. And state legislatures are going
to have to get involved to come up with the money
to get these programs rolling. Success will be
determined by whether there is a political will to
solve the problem.”

Government job training programs worked
for Braboy, Hargrove, and Hilliard because they
were motivated and got help entering the job
stream. But not everyone is so well-motivated,
nor does everyone get so much individual help.
These efforts will have to improve to reach further
into the poverty rolls, to those who lack motiva-
tion, who have handicaps to overcome, and who
need more than just one chance.

George Autry, who developed many of the
jobs programs in North Carolina, believes any
workable solution to this puzzle must ultimately
revolve around the basic JTPA structure. “There
are not enough dollars and will not be enough in
the foreseeable future to solve the nation’s struc-
tural employment problem,” says Autry. “But
there are increasing funds for welfare reform,
worker readjustment, new state initiatives for dis-
advantaged youth, and so forth. None of these
programs alone can solve the problem. JTPA is
the only one than can serve as the glue to maxi-
mize our painfully modest efforts in overcoming
penury, the only one that can act as leverage in an
effort to prevent permanent establishment of an
underclass.” I 10
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— continued from page 49

tween the time a payment is made to a clerk of
court and the moment it reaches the needy
family. The new standard will reduce this to a
few days.

Other changes in the child support program
are designed to create consistent payment stan-
dards, force states to review child support
awards more frequently, and set up more so-
phisticated monitoring and tracking systems.
All of these changes will be helpful, but none of
these reforms deals with the problems of inade-
quate income or parents who cannot be located.
To handle these problems, the Jobs Opportuni-
ties and Basic Skills program (JOBS) was cre-
ated.

The Job for JOBS

‘The Jobs Opportunities and Basic Skills pro-
gram is the key element of what remains of the
original House of Representatives welfare re-
form effort. In it lies the hope for the transition
of welfare recipients from public assistance
into the labor market where they can find a
decent-paying job. Asearly as July 1989, North
Carolina can use the JOBS program to replace
the old Work Incentive (WIN) program, which
currently operates under the Community Work
Experience Program name in 41 counties in the
state (see page 64 for more).

The JOBS program would be coordinated by
the leading welfare agency — in this case, the
N.C. Department of Human Resources — but
the actual program could be operated by the
same agency operating the Job Training Part-
nership Act (now in the Department of Natural
Resources and Community Development).
Federal matching funds of 90 percent would be
provided to each state in an amount up to the
1987 WIN payment levels, and greater amounts
would be matched at up to 80 percent. In other
words, the more serious a financial commit-
ment to job training each state is willing to
make, the more federal money it will receive.

And there are some incentives to succeed
over the long run. By 1991, each state has to
enroll at least 7 percent of its welfare recipients
who are eligible for the JOBS program, a target
already met by existing employment and train-
ing programs in North Carolina. By 1995, the

[ R |

participation rate requirement rises to a more
ambitious 20 percent, and if that goal is not
achieved, the state’s federal funding of the
program would begin to decline.

It is difficult to determine what impact the
potential new flow of money will have for poor
people in North Carolina. Depending on how
the state chooses to implement the program,
JOBS could be either a boon or a bust in North
Carolina. On the one hand, the new money
could allow the state to serve more people with
employment and training services, including
more extensive counseling and wider availa-
bility of classes and courses. This would re-
quire a comprehensive plan, going beyond the
program’s minimum requirements and poten-
tially entailing increased state spending to
benefit from the federal match. On the other
hand, the state could decide to serve the mini-
mum number of recipients, restricted to certain
counties and involving only certain prescribed
activities.

On the bright side, however, two important
accountability measures will be put in place.
First, the state must target certain needy groups
such as young families with no high school
education. Second, the state must measure the
outcomes of its program, and not just activity
or participation.

The JOBS program also contains the great-
est potential benefit from the new legislation.
It provides the greatest opportunity for the state
to show its determination to design a program
which can work for North Carolina’s poor citi-
Zens.

FOOTNOTES
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employed Parent program, extending AFDC to families
where both parents are in the home. The new act requires
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“Interview with Gary Meares, Child Support Supervi-
sor, Durham County Department of Social Services, De-
cember 1988.
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THE FAMILY

David, Nicholas, and Brian Steele toss a football in front of their home in Biscoe,
while their parents, Horace and Vivian Steele, watch from the front porch. The
Steeles are a case study in the plight of the working poor.
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The Family in Poverty:
Working and Still Poor

By Mike McLaughlin

Harvey Steele earns nearly $6 an hour for cleaning and maintenance work at
a huge textile plant near his Montgomery County home in Biscoe. By working
the swing shift and all the overtime he can muster, Steele manages to boost his
income to about $18,000 a year—nearly double the per capita income for
Montgomery County residents and just above the federal poverty line of $17,530
a year for a family of seven. But with five children and a wife to support,
Steele’s income still comes up short. The family must depend upon a monthly
allotment of food stamps to make ends meet.

The Steeles are a case study in a class that long has been a pillar of the North
Carolina economy—the working poor. How did the Steeles find themselves in a
situation in which outgo exceeds income? Are there programs in place to help
them, and what are their chances of improving their lot? Would those prospects
be improved if Harvey Steele left the work force and his family went on the

welfare rolls?

arvey Steele went to school long

enough to keep the truant officer

away from his door and then he quit.

His wife Vivian says he attended
through the 9th or 10th grade. Steele says he gave
up much earlier. “Really, the fifth grade,” says
Steele. “I went long enough to where they would
ieave me alone, and then I quit. I hated school so
bad.”

For a dropout who can barely read, the 39-
year-old Biscoe resident has done rather well for
himself. After driving a truck for a few years and
serving a stint as a sheriff’s deputy, he seems to
have found his niche in the textile industry—
doing maintenance work at a mill that spins out
bolts of cloth for shirts and slacks and dresses in
nearby Robbins. But the lack of an education is
one factor that may have locked Steele in at a
wage just above the subsistence level, assuring
that the stuff of the American dream, such as his
own home and a late model car, remain beyond his
reach.

If his lack of education sets the odds against
Steele, the sheer size of his family stacks them

even higher. Harvey’s first child, Shawn, was
born soon after his marriage to Vivian. Shawn is
12 now. He has an 11-year-old brother Brian, and
three younger siblings—Nicholas, 6, David, 4,
and Carrie, who is almost a year old. The Steeles
say they never thought much about family plan-
ning, but now that they finally have a little girl,
they are ready to stop having children, and Vivian
has begun using birth control pills. Harvey says
he does not want Vivian to have her tubes tied. He
says he had a cousin who went in for the operation
and she was given too much ether and died.

The family does not live in a shoe, but their
four-room house—which they rent from their
minister for $100 a month—is almost that
crowded. A living room and a kitchen comprise
the right side of the house. A bathroom separates
two bedrooms on the left side. The wood-lath
walls of the living room are painted a red that has
faded to the color of tomato soup. Harvey says he
would rip out the dirt-smudged wood and replace

Mike McLaughlin is associate editor of North Carolina
Insight.
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the old-fashioned windows if the house belonged
to him. Because it is rental property, he does not
invest in improvements beyond the plastic he puts
on the windows to keep out the cold. The living
room couch is covered with an orange bedspread.
Plaques on the walls bear messages such as “Love
isn’t love until it is given away,” and “With God,
everything is possible”—testaments to Vivian’s
strong Christian faith. There are also a few family
snapshots.

Vivian sometimes jokingly refers to her chil-
dren as “the Four Horsemen and Precious.” She
calls her sons “the Duke boys™ in reference to the
rowdy television program, “The Dukes of Haz-
zard.” Slamming screen doors and chattering
children and the blaring television create a dull
roar when everyone is at home at once. Vivian
says the setting is not as chaotic as it scems. She
says she makes sure the children sit down and do
their homework each night. She lets them watch a
few game shows, and they usually are in bed by 9
p.m. She says she does

with wood to save money. At $40 a pickup-truck
load, she says, wood is cheaper than fuel oil. Still,
the old-fashioned oil burner gobbles up 100 gal-
lons of fuel a month during the heart of winter,
and the total monthly heating bill typically ex-
ceeds $100.

The grocery bill is closer to $100 a week.
Vivian says the family gets between $50 and $150
a month in food stamps—depending upon how
much Harvey earns each month at the plant. The
Steeles must fill out a monthly report for the
county Social Services office because their house-
hold income fluctuates. A family may earn up to
130 percent of the federal poverty line—or $1,900
a month in gross income—and still be eligible for
an allotment of food stamps if other criteria are
met. Unlike many rural families, the Steeles are
not able to supplement their food budget with
homegrown meats and vegetables. “In the city
limits, you can’t raise hogs or anything a lot,” says
Vivian. “There’s not really no place to put a

garden.” Butthe stamps,

not hesitate to revoke
television privileges or
use a switch if it be-
comes necessary to keep
order. “I’d like to meet
the parents who didn’t
have to use a switch
sometimes,” she says.
The aroma of old
grease hangs heavy in

to be poor.”

¢

“Very few people can afford

—QGeorge Bernard Shaw
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Vivian says, combined
with Harvey’s pay-
check, are enough to
provide nutritious meals
for her family. “It can
get tough sometimes,
stretching dollars,” says
Vivian. “You don’t just
buy the first thing you
see. You mightsee acan

the kitchen, which is
crowded with a large,
rust-spotted refrigerator, a table, and a woodstove
with a flue that feeds up through the sagging
ceiling. A bare bulb with a string pull illuminates
the room, and snapping it on after dark sends
swarms of roaches scurrying for cover. Wedged
between a wall and the kitchen sink is an electric
range, its surface covered with pots and pans of
almost every shape and size. Vivian says she
cooks a big meal at least once a day. She says a
typical supper might include green beans, fried
chicken, corn, and homemade biscuits. “As far as
giving them dessert every evening, I don’t do
that,” says Vivian. “It could be habit forming. We
might have dessert once or twice a week.”
Sleeping quarters are tight. The four boys
share a front bedroom, while Carrie sleeps in the
back bedroom with her parents. The house is
heated by an oil burner in the living room and the
wood stove in the kitchen. Vivian says the family
tries to turn off the oil burner at night and heat
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of beans for 30 cents but
a bigger can for a few
more cents. You get more for your money by
buying the bigger can. I hit the sales and stoff and
stock up on shortening, flour, and necessities with
the stamps.”

Vivian says she also gets assistance from the
Women, Infants and Children (WIC) program.
The program pays for a monthly allotment of
infant formula, infant cereal, and juice for Carrie
and eggs, cheese, milk, juice, and cereal for
David. The older children get free breakfasts and
lanches at school.

But there is no help with the telephone bill,
which runs $25 to $30 a month, or the electric bill,
which averages $50 to $60 a month. Another big
expense is clothing for the children. Vivian says
she gets some free clothes from a local charity,
the older children hand their clothes down to their
siblings, and she shops at discount stores to keep
expenses in line. “They carry nice clothes,” she
says. “A lot of these kids are going for name




The kitchen is a busy place in the Steele household. Vivian says she cooks
at least one big meal a day. Also pictured are David and Carrie, the
youngest of five children.

brands, but name brands don’t wear no better than
any others.”

No Free Ride

he Steeles also face a constant parade of re-

pair bills for the three cars they own—a 1967
Volkswagen, a 1969 Pontiac GTO, and a 1970
Pontiac Grand Prix. “I’ve got one of them sitting
out there right now with the flywheel broke in it,”
says Harvey. “Another one, the manifold is
busted. They are wore out—all three.” Harvey
says the cars are paid for and he does not plan to
buy a more dependable automobile. “I can’t af-
ford going in debt with no car right now,” he says.
But he is already in debt to the bank for a loan he
took out to replace an engine in one of the cars.
“Motors cost about as much as a car,” says Har-
vey. “Ihaven’t been able to find one. Motors are
so high. It costs $1,000 to $1,200 to rebuild one.”
And while Harvey looks for an engine, part of the

bank loan is spent for other household bills.
“Some of it’s already gone,” he says.

Steele says he brings home $249 a week if he
works 48 hours. Often, he works more, but in the
fall of 1988, the company temporarily put its
employees on a 38-hour-work week, which caused
severe financial strain for the Steeles. Harvey
typically earns extra pay by working what is called
a swing shift—a rotating schedule in which he
begins work on a Wednesday and works through
the next Tuesday from 8 a.m. to 6 p.m., then works
Wednesday night from 4 p.m. to 12 midnight and
gets a Thursday off. He reports back to the plant
on Friday and works from 10 p.m. to 8 a.m.
through the following Thursday. Steele punches
out on Friday morning to begin a stretch of four
consecutive days off. His time card shows he has
worked 15 of the previous 16 days on a schedule
that has taken him around the clock. At8 a.m. on
Wednesday he starts the process over again.

“One week you might get used to sleeping at
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night, and then the next week you get all messed
up again,” says Steele. “There ain’t nobody who
can get used to that. There’s people been there 40
years who can’t get used to that.”

Although the schedule keeps him tired and
takes him away from his family, Steele says he is
forced to work it for financial reasons. “It’s pretty
hard,” says Steele. “I would probably just get a
straight-shift job, but I couldn’t make it on a
straight-shift job.”

Harvey could not quit work and go on wel-
fare, even if he wanted to. That’s because Aid to
Families with Dependent Children (AFDC) is
available to single-parent households or to two-
parent households in which one parent is unem-
ployed or disabled and meets strict eligibility cri-
teria. Even to qualify for food stamps, a worker
who quits his job without a good reason faces a
two-month penalty period in which he receives no
benefits. If, however, Harvey were to move out of
the house, Vivian and the children would qualify
for a full complement of monthly benefits. These
would including $342 in AFDC payments, $404
in food stamps, a possible rent subsidy, and per-
haps some assistance with heating and electric
bills. They also would qualify for Medicaid,
which would pay all but a pittance of the
children’s dental and doctor bills. The Steeles
currently must meet a $200 deductible before
Harvey’s health insurance plan picks up 80 per-
cent of doctor bills, and they have no dental cover-
age. “When they [the children] have to have
something expensive like dental work, you have

to pay out of your pocket,” Vivian says.

Although the Steeles are better off with Har-
vey working, the difference is not a great one.
And the Steeles have leamed firsthand they can
scrape by solely on public assistance. Harvey
missed four months of work in 1987 for surgery
on his gall bladder. “He had a stone about the size
of a golf ball taken out of him,” says Vivian.

In the spring of 1988, Harvey missed another
two months of work when he came down with
bronchial flu, an ailment aggravated by the dust in
the textile plant. Harvey’s group health insurance
plan took care of 80 percent of the medical bills,
and he drew a little more than $300 a month in
disability insurance benefits, as well as more than
$400 a month in food stamps. It was during
Harvey’s 1987 illness that Vivian first turned to
Social Services. William Crawford, Montgomery
County Social Services director, says working
poor families such as the Steeles often are forced
by the loss of a job or by a sudden illness to seek
public assistance. “They are just hanging on by
the fingernails, and then the medical emergency
breaks that grip and they tumble off,” says
Crawford.

Montgomery is a sparsely populated county
an hour’s drive east of Charlotte. Its manufactur-
ing base is in textiles, furniture, and logging, all of
which are sensitive to recession. “You should
have seen this place back in 1982 and 1983,” says
Crawford. “There was 16 percent unemployment.
The food stamp participation rate was 35 percent
higher than it is now. Middle class families were

“Take every possible occasion of entering into the levels of the
labourers ... see what they eat, how they are cloathed, whether
they are obliged to labour too hard; whether the government or
their landlord takes from them an unjust portion of their
labour; on what footing stands the property they call their own,

their personal liberty & c.”

—Thomas Jefferson
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The Steele children are (I-r) David, Carrie, Shawn, Nicholas, and Brian. Vivian
and Harvey have high hopes that they will advance themselves through education.

in danger of losing their homes. We’re just a
sitting duck because of our industrial base. People
in these economically sensitive industries can
become our clients overnight.” Crawford says
unemployment has since dropped to 2 to 3 per-
cent, but many of the new jobs are in lower-paying
service sector industries such as fast food. “In this
county, anybody can get a job,” he says, “but it’s
what the jobs pay—or don’t pay—-that’s the prob-
lem.”

Vivian says she has no qualms about wading
through the stacks of forms with an eligibility
specialist at the county social services office and
providing reams of personal information in order
to obtain assistance. “They are strict, but when it
comes to a crisis, they are quick to help you out,”
says Vivian.

A Paperwork Nightmare

B ut Sheila Hamilton, a food stamps eligibility
specialist, says working poor families unused
to seeking public assistance are in general the
group most bothered by the disclosure require-
ments. “They’re the kind who get really discour-
aged and get up and walk out of here because they
have to tell us so much,” she says. As an example,

she points to a requirement that the applicant give
two references who can verify the number of
people who live in the home. Hamilton says many
proud working families do not want anyone to
know they are seeking assistance and refuse to
give the names. Another obstacle to borderline
recipients receiving food stamps is a limit of
$4,500 on the value of an automobile, a problem
that the Steeles don’t have. A person who is
temporarily thrown out of work might be blocked
from getting benefits solely because his car is to0o
valuable, says Hamilton.

A January 1988 study by The Public Agenda
Foundation found the public most willing to help
the working poor because they are making the
effort to help themselves.! The irony is that the
bureaucratic maze is most likely to discourage this
group from seeking assistance.

“It’s just a nightmare of tedious paperwork
that never really ends,” says Crawford. “We just
harass them something fierce. We know we’re
doing it, but it’s required. The state requires it.”

Crawford, in a guest editorial for The News
and Observer of Raleigh, argued that the plethora
of paperwork is not only intimidating for the poor
but inefficient for the public purse. “Our staff has
increased by 91 percent since 1982,” Crawford
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said. “Most of the new staff are assigned to
AFDC, food stamps, and Medicaid. But the total
caseload for these three programs is 10 percent
less than it was in 1982. We have nearly doubled
our staff—as well as adding extensive computer
capability—to serve 10 percent fewer clients in
the safety net programs!™

Crawford’s view is apparently widely held by
Social Services directors across North Carolina.
“The requirement for public accountability has
made the verification process horrendous,” said
Wake County Social Services director James
Wight in an interview with The News and Ob-
server. “In some respects, I would rather fill out
my 1040 [tax] form than an application for
AFDC.”™

Despite Harvey’s past medical problems and
the uncertainties of the textile industry, Vivian
says she does not fear a return of hard times. “It’s

A review of recent literature points to a
strong link between family structure and pov-
erty. The majority of families in poverty na-
tionwide are now headed by females. And
there is a dwindling number of good-paying
jobs for males who do not hold at least a high
school degree. Some experts believe this has
contributed to a decline in marriage rates, cre-
ating even more female-headed households and
putting more families in poverty.

Researchers trace the trend toward lower-
paying jobs to economic changes wrought by
the oil embargo of 1973 and to the shift from a
manufacturing to a service-based economy.!
The result is a sharp increase in the number of
working poor. The Ford Foundation reports
that two million adults nationwide worked and
yet remained in poverty in 1986, a 50 percent
increase over 1978.2 An additional 6.9 million
poor people worked part-time or less than a full
year, some of them because they were unable to

not like somebody who has got something and
loses it all,” says Vivian. “If hard times come, it
won’t be so hard for me. It’s not like somebody
who has been living high on the hog and has to
come back to eating ‘taters and beans. You learn
how to adjust your expectations.”

An usher at the Sidney Grove Church of De-
liverance in Ellerbe, Vivian also has her faith to
sustain her. “I put my trust in God because God
will always find a way for you,” she says. With
the exception of Carrie, the children sing in the
youth choir. They also belong to the youth group
atchurch. “This year they went to Busch Gardens
[a theme park in Williamsburg, Va.],” says Viv-
ian. “They’re thinking about going to Six Flags
Over Georgia next year.”

There is one way the Steeles could immedi-
ately boost their income above the poverty line.
Vivian could put the two youngest children in day

“

Gender and Education:
New Determinants of Poverty?

find full-time work.?

Especially hard hit are female-headed
households. Nearly half such households are
poor, compared to less than one-tenth of two-
parent households. Female-headed households
now comprise more than 56 percent of all poor
families, more than double the number of poor
families headed by women in 1960.* Divorce
and separation may be the primary cause of the
increase in female-headed households, but re-
searchers also suggest a link between the de-
clining marriage rate and a drop in earnings for
young men.’

Job training is the oft-prescribed remedy
for improving the lot of the poor, but consider
the practical difficulties: a worker may have to
balance job training with a fluctuating work
schedule and a less-than-accommodating boss
in his current job. A single parent may also
have difficulty finding affordable day care.
And one must question the effectiveness of any

e————————————————————————————
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care and take a job. Crawford says jobs are plen-
tiful in Montgomery County in the $3.35- to $4-
an-hour range, but that day care—which averages
about $40 a week in Montgomery County—and
other expenses such as clothing and transportation
would devour most of the additional income.
Vivian would not qualify for a day care subsidy
because her income combined with that of her
husband would push her above the $18,026 in-
come limit for a family of seven for subsidized
day care. She also would lose her allotment of
food stamps, although she could continue to par-
ticipate in the WIC program, which has an income
cutoff of 185 percent of the poverty line. “She
really in effect is discouraged by the system from
working,” says Crawford. “She’s smart to stay
home.” (See sidebar, page 102, for an analysis of
working vs. public assistance for the Steele fam-

ily.)

job-training program that does not lead to
steady work. In How the Poor Would Remedy
Poverty, a 1987 study by the Coalition on
Human Needs, poor people from four states
were given a platform for discussing their
problems and suggesting possible solutions. A
major drawback cited by study participants
from Hertford, Gates, Bertie, and Northampton
counties in northeastern North Carolina was
that the region’s economy was not sufficiently
developed to link jobs with job training.®

“There are a lot of people in this area who
want to work,” said a working mother who par-
ticipated in the study. “They don’t have the
money to get training for jobs. Then, if they
have the money to get training, the jobs
wouldn’t be here.”

And there are political obstacles to devel-
oping effective programs to help the working
poor. Thomas Byrne Edsall, author of a book
called The New Politics of Inequality, argues
that the ranks of the working poor are increas-
ing at the same time their political clout is de-
creasing. Edsall, in an article published in the
June 1988 The Atlantic magazine, points out
that programs needed to help the working

Vivian offers no apologies for shunning the
work force. “If I was working and had to put these
children in day care, I’d be losing,” she says,
adding that she has no qualms about collecting
social services benefits. “Since it is there to help,
I am proud and thankful to get it,” says Vivian.
“More people might could use help if they knew a
little more about it.”

She says she may take a job when the two
youngest children are enrolled in school. “[Pay-
ing someone for] keeping children 30 minutes is
not as bad as keeping them eight hours a day,” she
says.

Still, she does not expect her situation to
improve dramatically. “The price of living is
going up,” says Vivian. “Even for families with
two people working, times are getting hard, and
they’re making good money, t0o.”

—~continued on page 104

poor—such as worker retraining, publicly fi-
nanced day care, and broader medical cover-
age—are unlikely to be initiated unless this
group increases its participation at the ballot
box. Edsall argues that the declining role of
political parties in bringing out the vote, com-
bined with the reduced clout of organized la-
bor, has resulted in an erosion of power for
lower income citizens.® This undercuts their
ability to demand services that would blunt the
impact of the transition to a lower paying serv-
ice-based economy.’

— Mike McLaughlin

FOOTNOTES

'Gordon Berlin, “The New Permanence of Poverty,”
The Ford Foundation Letter, New York, N.Y., Volume
19, No. 2, June 1988, p. 2. See also Bill Finger, “Making
the Transition to a Mixed Economy,” North Carolina
Insight, Vol. 8, No. 3-4, pp. 3-20.

2Ibid.

3Ibid.

“Ibid.

SIbid.

SHow the Poor Would Remedy Poverty, Coalition on
Human Needs, Washington, D.C,, p. 48.

Ibid.

8Thomas Byme Edsall, “The Retum of Inequality,”
The Atlantic, June 1988, p. 94.

Ibid.
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Working vs. Shirking: An Analysis of
Options for the Steele Family

Arlester Simpson, a minister and a middle
school principal in Montgomery County, may
be as familiar with the problems of Harvey and
Vivian Steele as anyone outside their immedi-
ate family. Simpson is their landlord and next-
door neighbor, besides being the leader of the
Steeles’ church, where members are described
as family instead of as a congregation.

Simpson believes if Vivian would go to
work, the financial situation of the Steeles
would be much improved. “They are the only
family in our church wherein the wife doesn’t
work, so that makes it extremely difficult for
them to make ends meet,” says Simpson. “If
she was working, the income would be much
greater.”

But would the Steeles really be better off if
Vivian were to take a job? An analysis by the
North Carolina Center for Public Policy Re-
search reveals that the answer is clearly no.

For purposes of the analysis, Harvey’'s
income is frozen at $18,000 a year and Vivian
is assumed to have found a job working 40
hours a week and earning $4 an hour. The
analysis also assumes the Steeles must put the
two youngest children, Carrie, 8 months, and
David, 4, in day care at a cost of $40 each a
week (or $347 a month for both children) and
that they must find after-school care for Brian,
11, and Nicholas, 6, at a cost of about $65 a
month each. These costs are based on esti-
mates of the cost for care at state-licensed day
care centers in Montgomery County. It is as-
sumed that Shawn, at 12, is old enough to stay
at home alone or to participate in after-school
activities such as athletics.

As the accompanying table shows, with
Vivian working, the Steeles gain about $606 in

monthly income after deductions for Social
Security and taxes. But besides having to pay
out $477 in monthly day care expenses, the
Steeles lose a $143 monthly food stamp allot-
ment because their gross income now exceeds
the $1,900-a-month maximum income for a
family of seven. The increased income means
the Steeles also must pay $40.50 a month for
reduced-price school lunches and breakfasts
for Shawn, Brian, and Nicholas. Carrie and
David still qualify for the Women, Infants and
Children nutritional supplement program,
which has an income cutoff of 185 percent of
the federal poverty line. Vivian estimates the
cash value of this program, in which coupons
are exchanged for food items such as infant
formula, cereal, and juice, at abont $85 a
month.

The bottom line shows a monthly income
of $1,322.95 if Vivian works, and $1,560.90 if
she stays home and tends to the children. In
other words, if Vivian were to take a job, the
Steeles would suffer the equivalent of a pay cut
of about 15 percent. That’s without taking into
account the possible added expenses of cloth-
ing, transportation, and increased consumption
of convenience foods if both parents worked.
Even if Shawn—at 12 the oldest—cared for his
two younger brothers after school each day, the
Steeles would lose almost $108 a month with
Vivian working a full-time job.

The analysis also clearly indicates the
worst option for the Steeles would be for Har-
vey to leave the home and for Vivian and the
children to go on public assistance. Their
monthly income would drop by nearly half to
$871.50. — Mike McLaughlin

00—
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Table 1. The Pluses and Minuses of Working vs. Going on Public Assistance

. Monthly income with
Harvey earning $18,000
a year and Vivian staying
home with five children

B. Monthly income if C.

Harvey leaves home and
family accepts full
welfare benefits package

Monthly income if
Harvey stays in the home
and Vivian takes full-time
job earning $4 an hour

+$1,340.06 (net income +$342.00 (from Aid to +$1,946.11 (net income
after deducting Families with after taxes and
for taxes and Dependent Chil- Social Security
Social Security) dren program) for Harvey and
Vivian)
-$47.66  (for Harvey’s +$47.66  (family covered by -$47.66 (for Harvey’s
health insur- Medicaid, elimi- health insur-
ance) nating health in- ance)
surance payment)
+$143.00  (food stamps +$404.00 (food stamps allot- -$143.00  (lose eligibility
allotment for ment for family of for food stamps)
family of seven six collecting max-
earning $18,000 imum AFDC
a year) benefit)
+$85.00 (estimated value | +$85.00 (participation in +$85.00  (participation
of participation WIC program for in WIC
in Women, In- two children) program
fants and Chil- for two
dren program for children)
two children)
+$40.50  (savings from +40.50  (participation in -$40.50  (reduced price
participation free school break- breakfast and
in free school fast and lunch pro- lunch program
breakfast and gram for three for three
lunch program children) children)
for three chil-
dren)
-$347.00 (day care for
two children)
-$130.00  (after school
care for two
children)
Income totals:
$1,560.90 a month $919.16 a month $1,322.95 a month

Table by Nancy Rose, N.C. Center for Public Policy Research
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Home ownership is a dream the Steeles view
as far out of reach. “We would love to be able to
own our own home,” says Harvey, but he quickly
adds that the payments would run “$370, $400, or
$500 a month,” and the down payment alone
would put the Steeles out of the market. “It’s
getting to where you just can’t have a home built
unless you got a big job, the down payment is so
much,” says Harvey.

Hope for the Children

Despite their modest means and meager pros-
pects, the Steeles are hopeful that their chil-
dren will face a brighter future. “I want them to be
all that they can be and get the best education they
can get,” says Vivian.

Harvey says he hopes the children will go to
college so they won’t have to work in a mill. “I
don’t want them to be like me,” he says. Still,
Harvey has mixed feelings about the value of a
college education. “My brother, he’s been to
college, and I'm making more than he is.”

Vivian says the three oldest children are doing
well in school—making A’s and B’s on their re-
port cards. Shawn and Brian participated in Head
Start, a preschool program for the disadvantaged
that tries to interest children and their parents in
learning (for more on Head Start, see page 106).

She did not enroll Nicholas and David in
Head Start because the Biscoe program was con-
solidated in Troy after a round of federal budget
cutting, and there was no bus service. “We teach
them what their brothers learned,” says Vivian,
“and they watch ‘Sesame Street’ and stuff like
that.” The two youngest boys appear to be eager
students, despite missing out on Head Start.
Nicholas, the 6-year-old, shows off his fledgling
reading skills by attempting to decipher a dog-
earred reader he has carried home from school.
Although he misses a few words, he is able to
make out most of them. David, who is 4, stands
with his hands behind his back in the middle of the
living room and counts as high as 16, skipping
only a couple of numbers in the sequence.

But Arlester Simpson, the Steeles’ minister
and the principal at Brutonville Middie School,
says the children must overcome a number of
obstacles if they are to out-achieve their parents.
He says that beyond the local newspaper, there is
little reading matter in the home. (Vivian says her
only other subscription is to McCall’s magazine).
Simpson also believes the children spend too
much time in front of the television. “From what
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“Men who can graft the trees and
make the seed fertile and big can find
no way to let the hungry people eat
their produce. Men who have created
new fruits in the world cannot create a
system whereby their fruits may be
eaten. And the failure hangs over the
State like a great sorrow.”

— John Steinbeck
The Grapes of Wrath

L4

I’ve seen, the chance that they will go through
school and go to college is very slim,” says
Simpson.

Simpson says the Steeles’ situation is almost
like that of a single-parent household because of
Harvey’s grueling work schedule. Vivian, he
says, has her hands full with the five children.
And Simpson believes poor management is to
blame for some of the problems of working fami-
lies in or near poverty, including the Steeles. “It’s
not like he is really poverty-stricken,” says
Simpson of Harvey. “Itis a less-than-proper use
of the money that is made. For example, he triesto
own three cars. A man of his income is not
financially able to keep up with three cars. You
cannot make $200 and spend $250. You will
always be in the hole. That is what has kept the
Steele family poverty-stricken is bills—just bills.”

Still, Simpson says it is clear that the Steeles
love their children and that Harvey has a sense of
pride that pushes him to work hard and resist
efforts at charity. “The Steeles have worth. They
are somebody,” says Simpson. “Regardless of
how depressed the situation, God loves them.”

Tl

FOOTNOTES

John Doble and Keith Melville, “The Public’s Perspec-
tive on Social Welfare Reform,” The Public Agenda Founda-
tion, New York, N.Y., January 1988, p. 46.

2William C. Crawford, “The Welfare System Deters
Poor from Seeking Help,” The News and Observer of Raleigh,
Oct. 11, 1988, p. 12-A.

3Bob Wells, “System May Discourage Poor from Seek-
ing Aid,” The News and Observer of Raleigh, Sept. 5, 1988,
p- 1-A.
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EDUCATION

Poverty and Education:

A Costly Problem for
North Carolina

by Barbara Barnett

overty is an expensive problem for

North Carolina’s educational sys-

tem. Each year, millions of dollars

are spent in North Carolina on edu-
cation programs designed to stave off the ill ef-
fects of poverty or to correct the damage poverty
has done. In fiscal year 1987-88 alone, more than
$168 million in federal and state tax dollars went
to various educational programs designed speci-
fically to fight poverty.!

Education and government leaders say the
money is an investment in North Carolina’s eco-
nomic future; for individuals, an education offers
realistic hopes for good-paying jobs. On a broader
scale, education gives North Carolina a solid work
force, making it competitive with other states for
business and industry.

Yet in spite of good intentions and govern-
ment support, the education programs aimed at
combating poverty reach only a fraction of those
who need them. Why? Poverty affects people of
all ages, all races, both sexes. Itis a problem for
the residents of rural eastern North Carolina, ur-
ban centers in the Piedmont, and the mountain
communities to the west. The poverty problem is
so widespread and the numbers of people needing
help so great that current education efforts fall
short, educators and state officials say.
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Consider:

m In fiscal year 1988, the federal and local
governments will spend more than $28 million on
Project Head Start programs in North Carolina.
Yet national studies say Head Start programs
reach only 24 percent of the three- and four-year-
olds living in poverty (although optimistic esti-
mates range up fo 50 percent, while low estimates
for North Carolina say Head Start may reach as
few as 16 percent).?

m State government will spend more than $20
million on North Carolina’s high school dropout
prevention program during fiscal year 1988-89.
That money will be used to try to prevent 350,000
of the state’s 1.1 million students—students con-
sidered at risk—from dropping out of school,
educators say. North Carolina’s dropout rate par-
allels the national average of 23 to 25 percent,
meaning that for each class of freshmen who enter
high school, roughly a fourth will not receive their
diplomas. In 1986-87, 22,813 students left high
school without completing their course work.

m The state’s community college system will
spend $18 million this fiscal year on its Adult

Barbara Barnett of Raleigh, a former reporter and edi-
tor for The Charlotte News and The Charlotte Ob-
server, has covered education and political issues.




Basic Education programs, designed to provide
students with remedial reading programs. There
are 1,700 literacy training programs and 20,000
classes offered by the state’s 58 community col-
leges. More than 100,000 North Carolinians at-
tend each year. And there are 60 private literacy
councils, 36 Community Action agencies, and 26
industry-based literacy programs. Nonetheless,
as many as 1.7 million people are regarded as illit-
erate in the state, and that figure grows by up to
25,000 people annually.

Definitions of illiteracy, and the estimates of
the illiteracy problem, vary enormously. The fed-
eral government defines illiteracy as the number
of adults over age 25 who have less than an eighth-

that standard, the Census Bureau’s figures would
show that 1.7 million North Carolinians—about a
fourth of the population—are illiterate. While
many of these illiterates can and do hold jobs,
their lack of reading and writing skills limits their
prospects in the workplace.

Both educators and government leaders be-
lieve that education—particularly good reading
ability—is essential to breaking the stranglehold
poverty has on North Carolina’s economy. “I see
a direct link between the literacy issue and the
poverty issue,” says Dr. Janice Kennedy-Sloan,
vice president for adult and continuing education
in the N.C. Department of Community Colleges.

Adds William C. Friday, retired president of
the University of North

grade education. Using
1980 Census figures,
there were 835,620 illit-
erates in North Carolina
(see Table 1, p. 113).
Others, including the
Governor’s Commission
on Literacy, use a much
broader definition of il-
literacy—the number of
persons 16 and over who
do not have a high-
school diploma. Using

“In every child who is born
... the potentiality of the
human race is born again.”

Let Us Now Praise Famous Men

Carolina system: “You
put the economic level
of a family and the edu-
cational achievement
level side-by-side, and
you can pretty well pre-
dict the accomplish-

—James Agee ment level of these chil-
dren in their lives—and
it’s low.”

Friday knows where-
of he speaks. As chair-
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man of three major organizations addressing pov-
erty—the N.C. Poverty Project, the Governor’s
Literacy Council, and the N.C. Rural Develop-
ment Center—Friday detects a painful cycle
among the poor. “About one-sixth of our popula-
tion is caught up in this poverty-illiteracy cycle,”
he says. “That has an immediate and devastating
effect on an economy that is trying to catch up
with an international economy. . . . To neglect it
any longer is unwise economically, it is unwise
politically, and it is unwise culturally.”

The causes of illiteracy are varied, and go
beyond a family’s economic circumstances into a
broad spectrum of societal circumstances. But it
is left largely to the state and to local literacy
groups to fight the problem. What are the solu-
tions? To successfully fight poverty, North Caro-
lina must reduce its illiteracy rate, educators and
government leaders say. To reduce the illiteracy
rate, they say, the state must launch a three-level
attack that includes:

u preventing illiteracy by providing high-
quality preschool programs for poor children;

® reducing the state’s dropout rate among
teenagers; and

® expanding and improving literacy training
programs for adults.

Getting a Head Start

F or young children about to enter the school
system, predicting academic success by
looking at income levels is akin to having the
power to gaze into a crystal ball, experts say.
“Poverty is the single most powerful predictor of
quality of life for children and families,” accord-
ing to the 1988 Children’s Index, published by the
N.C. Child Advocacy Institute, a private, non-
profit organization in Raleigh.® “Poverty is a key
predictor of dropping out of school. Poor chil-
dren, regardless of race, are three times as likely
to drop out.”

Since the mid-1960s, educators have fought
poverty and its adverse effects on academic
achievement through Project Head Start.* Born
out of President Lyndon B. Johnson’s “War on
Poverty,” Project Head Start is based on the prem-
ise that poor children face numerous obstacles
that prevent them from doing well in school, and
that preschool programs can lay the groundwork
for future classroom successes.

Since Head Start’s implementation nation-
wide more than two decades ago, several national
studies have demonstrated that preschool can
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“Poverty is the single most
powerful predictor of quality
of life for children and
families. Poverty is a key
predictor of dropping out of
school. Poor children,
regardless of race, are three
times as likely to drop out.”

— *“1988 Children’s Index”
N.C. Child Advocacy Institute

L4

improve children’s academic performance. At a
1987 hearing before Congress’ Select Committee
on Children, Youth and Families, David A.
Hamburg, M.D., president of the Carnegie Corpo-
ration in New York, said, “We believe the evi-
dence now shows from 20 years of follow-up
studies, profound potential for building strength
through Head Start type of intervention at age 3 to
5....” In addition, the Perry Preschool Project,
a Michigan program that followed disadvantaged
students from preschool through age 19, showed
that “preschool education contributed to in-
creased school achievement during the years of
elementary and middle school.”®

The experts debate the effectiveness of Head
Start programs because of several studies more
than a decade ago, during the early years of Head
Start, that questioned the programs’ worth. These
studies questioned whether Head Start had a last-
ing effect or whether its effects wore off in the
later grades, although most agreed that it gave the
students involved a good head start over other
disadvantaged youth.” The Perry Preschool study
found more positive results for Head Start—that
Head Start students who were tracked until age 19
had a one-third higher graduation rate than non-
Head Start participants, and an employment rate
nearly double the rate for non-participants.? Most
Head Start studies have found “generally posi-
tive” results, says Karabelle Pizzigati, a staff
member of the U.S. House of Representatives



Select Committee on Children, Youth, and Fami-
lies.

A major government study published in 1985
examined hundreds of reports, including all
known Head Start studies, and came to the con-
clusion that “children enrolled in Head Start en-
joy significant immediate gains in cognitive test
scores, socioemotional test scores, and health
status. In the long run, cognitive and socioemo-
tional test scores of former Head Start students do
not remain superior to those of disadvantaged
children who did not attend Head Start. However,
a small subset of studies find that former Head
Starters are more likely to be promoted to the next
grade and are less likely to be assigned to special
education classes.™

North Carolina’s Head Start programs will
serve an estimated 10,550 children this fiscal
year, according to the U.S. Department of Health
and Human Services. There are 43 programs
statewide, which together serve 91 counties. Nine
counties have no Head Start program (see Table 1,
p. 113). None of the programs receives state
funding; however, four work in conjunction with
local school systems and are housed in their build-

ings. Programs usually are limited to 20 students
per classroom, and students learn under the super-
vision of a full-time teacher, a part-time staff
member, and parent volunteers.

Head Start programs focus on trying to make
up the educational and cultural deficits imposed
by poverty, says Lois Sexton, president of the
N.C. Head Start Association. Children who live
in poor homes often are not exposed to books and
they may not spend much time talking or playing
with their parents, Sexton says. “Education itself
may not be valued,” she adds.

Head Start tries to interest children—and
their parents—in learning. A typical day for a
Head Start pupil involves activities ranging from
language skills to personal hygiene to playtime.

Sexton says it is these learning activities,
which may be commonplace in middle-class or
upper-class homes, that can help poor children
when they enter school. Pre-school children in
poverty, like children from better economic cir-
cumstances, are not all alike, of course. Some can
learn faster than others, and some get more en-
couragement at home than others. That makes
designing good programs even more difficult. But

Head Start facility in Franklin County offers basic development
programs for at-risk youth.
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effective preschool programs
can make a big difference to
children in poverty. Like a set
of building blocks, Head Start
can lay the foundation for edu-
cation, and the child can im-
prove skills as he or she pro-
gresses from grade to grade,
Sexton says. “No child should
miss that intervention,” she
says. “From a cost standpoint,
it makes good sense to step in
early and do what we can to
prevent problems.”

The N.C. Child Advocacy
Institute says that preschool
programs such as Head Start
can be cost effective. If North
Carolina were to implement
“quality preschool programs,”
the number of students who
fail first grade would drop by
50 percent, the Institute says.
That translates into a $3,400
savings for each child who
doesn’t repeat first grade—or
a total savings to the state of
$1.36 million. In addition,
high-quality preschool would
mean a 50 percent reduction in
the number of students—
180,000 annually—who need
special education classes. The
Institute estimates a $7,200
savings per child, or a total of
$648 million.!°

But the Institute’s esti-
mates were based on studies
that were not addressed specifically to North Car-
olina. These projections for reductions in the
failure rate, for savings for each child, and for
overall savings were drawn from a formula de-
vised by the Perry Preschool Project researchers
in Michigan for national estimates, and then com-
puted on statistics supplied by the N.C. Depart-
ment of Public Instruction. Thus, they are only
estimates, not hard projections. In addition, the
Institute estimates that the cost of a preschool
pilot project with an eight-to-one student/teacher
ratio would be $3,500 per pupil—very roughly
the same price as savings for each child who
doesn’t have to repeat the first grade. But this fig-
ure, too, is an estimate and not a hard projection.
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Both Sexton and Institute officials agree that
more must be done to offer good preschool pro-
grams for the state’s poor children. Sexton says
additional federal funding could increase the
number of children who enroll in Head Start pro-
grams. She also supports the use of state funds for
Head Start. But given the federal budget deficit,
an increase in federal spending is unlikely. And a
strained state budget in the 1989 legislature may
mean little chance for state funding of Head Start
programs.

The Institute proposes a pilot project that
would set uniform standards for preschool pro-
grams, including a child/teacher ratio of eight to
one, requirements that teachers have degrees in

Eric Green! N.C. Poverty Project




child development, and requirements for a
planned, approved curriculum. Gov. James G.
Martin proposed spending $2 million for a pilot
preschool project in his State of the State address
Jan. 17, 1989. The Governor had campaigned for
re-clection partly on a promise of instituting pre-
school programs, which eventnally would cost
nearly $4 million a year. But those funds could
get caught up in the budget debate as well.

The Dropout Problem

hile Head Start can give students an ad-

vantage entering school, educators admit
it is often difficult to keep poor children moti-
vated to stay in school. As low-income families
struggle to buy food, pay rent, and make ends
meet, teenagers often leave school to take a job
that supplements the family income. Ironically,
the poor teenager who leaves school without a
high school diploma and without literacy skills
may be forced to work in a low-paying job—or
may not find work at all. That often perpetuates
the poverty cycle.

While no current statistics are available,
“students at risk [of dropping out] are oftentimes
students in poverty,” says Anne Bryan, director of
the state’s Dropout Prevention Program and assis-
tant director of support programs for the N.C.
Department of Public Instruction. But “at-risk”
students also include students who are learning-
disabled; the victims of physical or sexual abuse;
substance abusers; pregnant teens; the mentally,
emotionally, or physically handicapped; and stu-
dents who have failed a grade or who are reading
below grade level. Poverty thus is only one of the
determinants in the dropout rate.

With implementation of the state’s Basic
Education Program in 1985, North Carolina in-
tensified its efforts to prevent these “at-risk” stu-
dents from dropping out of school.® Under the
comprehensive program aimed at bettering edu-
cational opportunities for all students, North
Carolina allocates from $45,000 to $1 million
annually to each of the state’s 140 school systems,
according to Bryan. The allocation is based on
student population. Funds can be spent for stu-
dents in all grades, she says, but the money must
be used for personnel, teachers, counselors or
coordinators. Each school district must submit to
the state a three-year dropout prevention plan,
with yearly updates.

Critics of North Carolina’s schooling system

often point out that schools traditionally have not
been effective in dealing with dropouts. Some
critics charge that the state’s schools have in-
grained faults that exacerbate the problem, and
others point out that the Basic Education Plan was
not designed to deal primarily with dropouts, and
that other steps are needed.

Steps the state has taken to reduce the number
of dropouts include expansion of several preven-
tion programs, Bryan says. Among these efforts
are early identification and follow-up counseling
of students at risk for dropping out; in-school
suspension programs that discipline unruly stu-
dents but don’t turn them out of the classroom and
put them farther behind in their studies; extended-
day programs that offer classes in the late after-
noons and evenings, so students who must work
in the day can continue their education; and pro-
grams aimed at helping students see the connec-
tion between getting a good education and getting
a job.

Bryan says the Department of Public Instruc-
tion encourages school systems to work with their
communities to establish a task force of educa-
tors, human service representatives, and business
leaders to study the dropout problem and take
action. The State Board of Education has set an
ambitious goal of a 50 percent reduction in the
number of dropouts from 1985 to 1993.12 State
spending now tops $20 million annually on drop-
out prevention, and the experts call for more such
spending. The tab may be high, but the cost of
not spending the money will be even higher,
Bryan says. Citing a 1987 study by Prof. Dan
Durning at Duke University’s Institute for Policy
Sciences and Public Affairs, Bryan says each
class of dropouts costs the state $3.73 billion in
lost economic activity over the class’s lifetime.
In addition, every class of dropouts costs North
Carolina $167 million annually in welfare and
unemployment payments, according to the
study.’* Dumning’s class computed these esti-
mates for North Carolina, using a national for-
mula based on 1980 U.S. Census data for the
state.

A study conducted by the University of North
Carolina at Chapel Hill supports Bryan’s
comments that reducing dropout rates could
reduce state expenditures for unemployment and
welfare programs. Researchers at UNC-CH
surveyed dropouts to determine their economic
status without a high school education. The “1988
North Carolina High School Dropout Follow-up
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Study” compared the job status of high school
dropouts with that of graduates and found that 30
percent of the dropouts were unemployed, while
only 13 percent of the graduates were unem-
ployed.™

Bryan says she is extremely pleased with the
progress made thus far in the Basic Education
Program. Dropout rates are starting to decline
slightly. The figures show that of the 1.1 million
students enrolled in 1984-85, the dropout rate fell
from 7 percent to 6.9 percent in 1985-86 and to
6.7 percent in 1986-87.

The percentage differences are small, but the
downward trend is encouraging to educators.
However, Bryan says the state can do more. She
suggests that educators must learn to identify
potential dropouts earlier, and colleges and uni-
versities must better prepare teachers in dropout
prevention.

Governor Martin’s Task Force on Youth at
Risk agrees that additional steps must be taken in
the areas of preschool preparation and dropout
prevention if the state is to successfully fight
poverty. While the task force says it supports
current efforts of Project Head Start and the N.C.
Department of Public Instruction, the task force
adds that the Basic Education Program must go
forward as quickly as possible.
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“North Carolina must work to guarantee this
opportunity [of education] to all children; many
of them currently have only the prospect of a
lifetime of high unemployment, low wages, frus-
tration and despair,” the task force says in a new
report.® The task force, comprising representa-
tives from the public schools, government agen-
cies, and the N.C. Business Committee for Educa-
tion, calls for expanded efforts in reducing the
number of dropouts. The report, which outlines
the roles of the governor’s office, the legislature,
and the N.C. Department of Public Instruction,
lists 27 recommendations for reducing the state’s
dropoutrate. The group did not calculate the cost
of the recommendations,'® but the state Board of
Education has requested $650,000 in 1989-90 to
finance additional programs on dropouts. Among
the 27 recommendations of the Task Force are the
following:

m To develop local public-private partner-
ships to focus business and community resources
and services on poor youngsters, other “youth at
risk,” and their families.

m To increase state funds to provide more
counselors for children in kindergarten through
third grade.

m To implement a program identifying ele-

—continued on page 116
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Table 1. Comparison of Literacy Rates, Per-Pupil Expenditures,
Dropout Rates, and Head Start Programs, by County, 1988

Illiteracy County Per-Pupil County | Dropout Dropout | Head Start
Number  Percent Rank Expenditure Rank | Rate % Rank | Program?”
Alamance 14,138 14.2 79 $2.727 80 7.6 31 Yes
Alexander 4,864 19.5 25 2,660 89 5.8 82 Yes
Alleghany 2,405 25.1 1 3,009 -30 53 92 Served
Anson 4,340 16.9 55 2,828 54 6.6 61 Served
Ashe 5,368 24.0 3 3,057 24 6.6 63 Served
Avery 2,682 18.6 42 3,000 EY 8.8 10 Served
Beaufort 6,770 16.8 59 2,743 74 5.0 94 Served
Bertie 4,409 21.0 15 2,776 67 64 68 No
Bladen 5,815 19.1 32 2,931 39 6.2 74 Served
Brunswick 5,602 15.7 69 2,789 63 74 35 Served
Buncombe 20,945 13.0 86 2895 41 6.6 64 Yes
Burke 13,632 18.8 37 2,797 60 73 38 Yes
Cabarrus 14,328 16.7 60 2,747 73 15 33 Yes
Caldwell 12,662 18.7 39 2,755 71 9.2 5 Served
Camden 1,048 18.0 43 3,202 10 10.0 3 Served
Carteret 4,997 12.2 89 2,673 87 8.2 17 Yes
Caswell 4,237 20.5 18 2,736 76 6.8 49 No
Catawba 14,914 142 78 2,688 85 6.5 65 Yes
Chatham 5,107 15.3 73 2,942 37 64 70 Served
Cherokee 4,414 233 5 2,763 69 6.4 67 Yes
Chowan 2,470 19.7 22 3,036 25 4.6 97 Yes
Clay 1,420 21.5 12 2,951 36 52 93 Served
Cleveland 13,895 16.7 63 2,786 64 5.7 87 Yes
Columbus 9,746 19.1 33 2,937 38 6.6 62 Yes
Craven 7,463 10.5 93 2,808 56 78 24 Served
Cumberland 17,101 6.9 99 2,762 70 5.7 85 Yes
Currituck 1,618 14.6 76 3,285 7 7.0 45 No
Dare 1,364 10.2 94 3,137 14 73 37 Served
Davidson 18,475 16.3 65 2,485 99 5.6 88 No
Davie 3,808 15.5 71 2,616 94 5.8 83 Served
o 7 —continued

*Head Start programs are located in 43 counties, which also serve another 48 counties. Nine counties have no Head
Start programs.

In this table, a county’s ranking of 1 would indicate the highest ranking. That is, a ranking of 1 in the illiteracy
number indicates that county has the highest percentage of illiterates; in the per-pupil expenditure column, a
county’s ranking of 1 indicates that county has the highest expenditure on schools on a per-pupil basis; and a ranking
of 1 in the dropout ranking column indicates that county has the highest rate of dropouts in North Carolina.
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Table 1. Comparison of Literacy Rates, Per-Pupil Expenditures,
Dropout Rates, and Head Start Programs, by County, 1988

continued
Illiteracy County Per-Pupil County | Dropout Dropout| Head Start
Number  Percent Rank Expenditure Rank | Rate % Rank | Program?”
Duplin 7,264 17.7 47 2,794 61 6.7 54 Served
Durham 16,324 10.7 92 3,094 22 6.3 72 Yes
Edgecombe 9,754 17.4 50 2,868 45 9.1 6 Yes
Forsyth 27,531 113 90 3,190 12 45 98 Yes
Franklin 5,847 19.5 26 2,708 83 7.7 27 Served
Gaston 29,233 18.0 45 2,595 96 74 36 Yes
Gates 1,685 19.0 35 3,096 20 4.8 95 Served
Graham 1,629 22.6 8 3,121 15 8.5 13 Served
Granville 6,678 19.6 24 2,810 55 59 78 Served
Greene 2,898 18.0 44 3,327 6 7.9 23 Yes
Guilford 34,547 10.9 91 3,153 13 55 89 Yes
Halifax 11,597 21.0 16 3,021 28 10.1 2 Served
Harnett 9,495 15.9 68 2,637 9N 6.7 57 Yes
Haywood 7,928 17.1 54 3,102 19 7.2 41 Yes
Henderson 7,688 13.1 84 2,736 77 6.7 58 Yes
Hertford 4,583 19.6 23 3,011 29 7.7 28 Yes
Hoke 3,085 15.1 75 2,635 93 59 79 Served
Hyde 1,020 17.4 52 3,695 1 4.8 96 Served
Iredell 12,545 15.2 74 2,636 92 7.9 21 Yes
Jackson 4,157 16.1 67 2,808 57 6.0 77 Served
Johnston 13,541 19.2 30 2,695 84 6.6 60 Yes
Jones 1,865 19.2 29 3,351 5 7.0 47 Seérved
Lee 4,890 133 82 2,782 66 5.9 81 Served
Lenoir 9,624 16.1 66 3,106 18 6.7 56 Served
Lincoln 7,115 16.8 57 2,676 86 7.3 39 Served
Macon 6,663 19.0 34 3,112 17 59 80 Yes
Madison 4,083 20.2 19 2,930 40 8.9 8 Served
Martin 3,806 22.6 7 3,196 11 6.0 76 Yes
McDowell 5,105 19.7 21 2,658 920 8.5 11 Yes
Mecklenburg 31,654 7.8 96 3,386 3 75 32 Yes
Mitchell 3,456 24.0 2 2,878 43 6.8 50 Yes
Montgomery 4,172 18.6 41 2,776 68 8.0 20 Served
Moore 6,879 13.6 81 2,984 33 6.5 66 Served
Nash 11,447 17.1 53 2,791 62 6.8 53 Served
New Hanover 9,763 94 95 2,861 46 7.9 22 Yes
Northampton 5,310 23.5 4 3,095 21 5.7 84 Served
Onslow 7,048 6.3 100 2,546 98 55° 90 Yes
Orange 5,825 7.6 97 3,116 16 7.6 30 Yes
—continued
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Table 1. Comparison of Literacy Rates, Per-Pupil Expenditures,
Dropout Rates, and Head Start Programs, by County, 1988

continued
Illiteracy County Per-Pupil County | Dropout Dropout | Head Start
Number  Percent Rank Expenditure Rank | Rate % Rank | Program?”

Pamlico 1,502 14.5 77 2,843 49 7.1 43 Served
Pasquotank 4,407 15.5 72 2,841 51 6.7 55 Served
Pender 3,438 15.5 70 2,808 58 7.4 34 Served
Perquimans 1,909 20.1 20 3,227 9 8.2 18 Served
Person 5,649 194 27 3,024 27 54 91 No
Pitt 11,996 13.3 83 3,031 26 7.7 25 Served
Polk 2,168 16.7 62 3,278 8 8.4 14 No
Randolph 15,943 174 49 2,477 100 9.1 7 No
Richmond 8,549 18.8 38 2,607 95 7.2 42 Served
Robeson 17,935 17.7 46 2,752 72 83 15 Yes
Rockingham 15,782 18.9 36 3,007 31 9.9 4 Yes
Rowan 16,300 16.4 64 2,666 88 6.9 48 Yes
Rutherford 10,313 19.2 28 2,786 65 8.2 16 No
Sampson 8,723 17.6 48 2,959 35 6.8 52 Yes
Scotland 5,416 16.8 58 2,869 44 11.5 1 Yes
Stanly 8,450 174 51 2,741 75 7.6 29 Served
Stokes 6,197 18.7 40 2,832 53 64 69 Served
Surry 13,170 22.2 10 2,729 79 6.4 71 Served
Swain 2,145 20.9 17 3,377 4 8.5 12 Served
Transylvania 3,275 14.0 80 2,804 59 6.1 75 Served
Tyrrell 884 22.2 9 3,526 2 5.7 86 No
Union 8,776 12.5 88 2,587 97 8.9 9 Yes
Vance 7,022 19.1 31 2,726 81 6.3 73 Served
Wake 22,425 7.4 98 2,961 34 6.8 51 Yes
Warren 3,491 21.5 13 3,074 23 7.7 26 Yes
Washington 2,468 16.7 61 2,860 47 4.2 99 Served
Watauga 4,129 13.0 87 2,883 42 7.1 44 Served
Wayne 12,598 13.0 85 2,733 78 4.1 100 Yes
Wilkes 12,643 21.6 11 2,718 82 7.3 40 Yes
Wilson 10,688 16.9 56 2,842 50 7.0 46 Served
Yadkin 6,030 21.2 14 2,847 48 6.7 59 Yes
Yancey 3,428 23.0 6 2,837 52 8.1 19 Served
TOTALS 835,620 17.0% $2,897 avg. statewide 6.98% 91 *

*Head Start programs are located in 43 counties, which also serve another 48 counties, for a total of 91. Nine
counties have no Head Start programs.

Sources: Adult illiteracy: U.S. Department of Commerce, Bureau of the Census, Department of Community
Colleges, and N.C. Literacy Councils; Per pupil expenditures: N.C. Department of Public Instruction; High School
Dropout Rate: N.C. Department of Public Instruction; Head Start programs: U.S. Department of Education; General

resource: N.C. Child Advocacy Institute.

Table prepared by Kurt W. Smith
APRIL 1989
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mentary students who might
drop out and following their
progress through school.

® To develop a training
program for all educators.
Completion of the program,
which would help educators
identify students at risk, would
be required by the State Board
of Education for renewal of all
N.C. education certificates.

m To provide special
merit awards for students who
“have completed high school
successfully in the face of
great odds,” including eco-
nomic hardship.

m To provide funding for
Head Start programs in the
counties not being served. The
group did not estimate how
much that would cost, but nine
counties do not have Head
Start programs. They are Ber-
tie, Caswell, Currituck,
Davidson, Person, Polk, Ran-
dolph, Rutherford, and Tyrrell
counties (see Table 1, p. 113).

Adult literacy student works ABLE computer
program at Wake Tech

Business groups in recent
years have been supportive of
state efforts to improve education overall and to
reduce the problems of illiteracy and poorly
trained potential workers. For instance, N.C.
Citizens for Business and Industry, which acts as
a statewide chamber of commerce, has partici-
pated in the development of programs aimed at
reducing the number of dropouts and improving
the course of instruction. But while business
groups have supported educational improve-
ments, they say privately that more care needs to
be taken in choosing which programs the state
funds. “Most of these programs are well-inten-
tioned,” says one prominent Piedmont industrial-
ist. “They need to be looked at, but we also need
to be careful. How many of them can we afford?
How do we pick and choose?”

Many businessmen are also wary of propos-
als to expand government’s role in some areas.
For example, the N.C. Day Care Association has
supported efforts to expand developmental day
care programs to 4-year-olds (5-year-olds already
are served by public kindergartens), but says the
state should not be so intrusive as to assume
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responsibility for educating 4-year-olds in public
schools.

Jim Hall of Wilmington, president of the N.C.
Day Care Association, and the operator of Winter
Park Preschools, says there’s a pressing need for
developmental programs for 4-year-olds, “but not
for public schools to take over the 4-year-olds.”
The association has backed programs for spend-
ing more tax dollars to extend these programs to
younger children, especially in poor areas of the
state like the Northeast, and particularly among
the children of the working poor, who must forgo
day care now because of the lack of facilities.
“We are definitely for more public dollars to take
care of the 10,000 or more kids who are on wait-
ing lists for day care and are children of the work-
ing poor. The need [for facilities and programs] is
there for these at-risk kids. But the association is
definitely not in favor of the Department of Public
Instruction on its own taking on the education of
the 4-year-olds. . . . Good quality, equal quality
programs in the private sector can be operated as
cheaply or cheaper than the public schools can.”

N.C. Department of Community Colleges




Literacy for Adults

hile efforts to combat the effects of pov-

erty among youngsters and teenagers fo-
cus on programs inside the classroom, the adult
poor present a different set of problems for educa-
tors and government officials. Many poor adults
have unpleasant memories of their academic fail-
ures and are reluctant to return to a school build-
ing. Others are working and do not see a need to
improve their reading skills. Because the adult
population is so large and so diverse, programs
must be multi-faceted, educators and government
officials say.

Improving literacy for adults is “like tackling
a big fullback,” says Lee Monroe, senior educa-
tion adviser to Governor Martin. “You can’t hit
him all at one time. You’ve got to target points.
It’s just too big an issue.”

Of the 1.7 million citizens who lack a high
school education, most are poor. Many are unem-
ployed, but many also are working in low-skill
jobs, unable to move to better jobs because of
their lack of reading skills. (The U.S. Census
Bureau estimates 49 percent of all North Carolini-
ans living in poverty are employed.)

The illiteracy problem among these adults is
further aggravated by the fact that, while thou-
sands of people enroll each year in public or
private literacy programs, many never complete
them. The Governor’s Commission on Literacy,"
also established by the Martin administration,
estimates as many as two-thirds of the students
enrolled in Adult Basic Education (ABE) pro-
grams in the community college system never
finish their courses. Kennedy-Sloan says these
students are easily frustrated and so overwhelmed
by their economic struggles that they can’t focus
on their class work. “If they don’t have the money
to pay the rent, you can hardly teach [them] vow-
els,” she says.

To help address this problem, the N.C. De-
partment of Community Colleges has begun a
pilot project based on the concept that the educa-
tion system must address the problems students
face outside the classroom if they are to perform
well inside the classroom. With the help of a
community college staff member, students com-
plete a questionnaire that asks them what services
they might need to help them stay in school.
Included on the survey are questions about the
need for day care, transportation, and a job.

Once the college staff members review the

surveys, they can predict what obstacles might
prevent students from attending class—or what
factors might discourage them. College staffers
then work with local community, church, or civic
groups to meet all students’ needs. For example,
Kennedy-Sloan says, a church group might pro-
vide a bus for transportation. If a student is
unemployed, the college can contact job place-
ment agencies. The program, Kennedy-Sloan
says, will help meet students’ immediate needs,
while keeping them in the program long enough
to glimpse the long-term benefits of an education.
The public schools might well benefit from a
similar program.

The community college system is developing
another program that taps into community re-
sources. Since January 1988, all community and
technical colleges have been working with local
government agencies to identify people who may
need social services as well as literacy training.
For example, a client who comes to the Depart-
ment of Social Services for food stamps may be
referred to the community college for a reading
program. If the Employment Security Commis-
sion (ESC) finds a client who lacks literacy skills,
ESC notifies the community college and a college
representative contacts the person with enroll-
ment information.

The Urban-Rural Dichotomy

n its efforts to combat illiteracy, Kennedy-

Sloan says, the community college system is
noticing a dichotomy between the urban poor and
the rural poor. “The way out of poverty in Raleigh-
Durham is going to be different than in rural North
Carolina,” she says. “In an urban area, if you get
a student to a high school [literacy level], he can
geta minimum wage job and build on those skills.
In rural areas, it’s not enough to teach them to read
and get a high school diploma. . . in an area where
there are no jobs.”

To fight rural poverty, the community col-
leges are again trying to tailor their programs to
student needs. Literacy programs are expanding
not only to offer reading improvement but also to
identify the students’ work skills and help them
adapt to a new job. Kennedy-Sloan gave the
example of a man who suddenly finds himself
forced out of farming. Simply teaching the farmer
to read may not help him find a job in an era when
bankrupt family farms are becoming common-
place and the demand for workers with techno-
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N.C. Department of Community Colleges

This Adult Basic Education class,
offered by Rockingham Community
College, is taught in a van.

logical skills is increasing. The community col-
leges can help the student improve his reading
level, while they help him learn basic business
principles that may enable him to start his own
landscaping business, for example.

In its draft report, the Governor’s Commis-
sion on Literacy praises the community colleges’
efforts but notes “that progress is slow” due to the
large numbers of people needing to improve liter-
acy skills.®® The task force recommended 32
measures to remedy the state’s illiteracy prob-
lems—but again, the commission did not put a
price tag on its recommendations. The recom-
mendations call for better coordination between
public and private literacy programs, greater in-
volvement of the business community, and “cus-
tomized” programs to fit the needs of special
groups.

In the 1989 session of the General Assembly,
the Governor’s office will push for the establish-
ment of a state Office of Literacy within the De-
partment of Administration. The idea is that the
office would provide information about existing
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reading programs for state residents or companies
wishing to boost employees’ reading skills. The
Literacy Office also would identify any gaps in
services and work to close them. Monroe says the
office should be in the Department of Administra-
tion because that department acts as a clearing-
house for many state programs. It would also put
the office under the control of the Governor. If it
were in the Department of Public Instruction or
the Department of Community Colleges, the
Governor would not have direct control of the
group. Questions over the location of this pro-
gram symbolize the continuous debate about the
educational bureaucracy, now spread over a vari-
ety of state agencies plus the 140 state school
systems. That debate, in turn, highlights the slow
progress on educational issues.

The Department of Community Colleges,
which has held the bulk of the responsibility for
literacy training for a quarter of a century, was
hardly thrilled with the plan to put the new literacy
office at Administration. Community College
President Robert W. Scott said the new office
would be a “super-agency” that could mean “a
duplication of administrative functions.” The dis-
pute over where to put the new office is yet to be
resolved.

One of the keys to fighting illiteracy, Monroe
says, is greater involvement of the business com-
munity. As North Carolina’s economy continues
to shift from agriculture and low-skill manufac-
turing jobs to technology, the demands for educa-
tion will increase, Monroe says. Companies will
require workers with at least a high school di-
ploma, Monroe says, and employees without these
minimal skills will find themselves stuck with
low-paying jobs (see Bill Finger, “Making the
Transition to a Mixed Economy,” North Carolina
Insight, April 1986, for more on this subject).
Business and industry can help in retraining cur-
rent workers as well as educating potential em-
ployees, Monroe says. Complicating the issue, of
course, are two factors: The huge number of
minimum-wage jobs, usually held by those in
poverty who cannot make a living at such low
wages; and the impact of changes in the interna-
tional economy, which can lead to large layoffs in
the state’s traditional industries.

To recruit businesses to literacy efforts, the
Martin administration has asked chief executive
officers of about 75 N.C. corporations to examine
their work forces and determine how they can help
employees improve reading skills. If the company
finds it doesn’t need a literacy program, the CEOs




can encourage employees to volunteer as reading
tutors.

But UNC President Emeritus William C.
Friday says corporations have provided more
leadership on education and job training than have
political leaders. “The corporate leadership has
shown splendid reaction to this problem,” he said.
Some companies offer bonuses and other incen-
tives to employees who successfully complete lit-
eracy programs or get a high school equivalency
diploma. Others have set up their own literacy
programs.

State government, one of North Carolina’s
largest employers, has begun its own literacy ef-
fort, Monroe says. Departments that report di-
rectly to the Governor have surveyed staff mem-
bers to learn how many have high school diplo-
mas. By taking this step, the state hopes not only
to offer programs to make sure its own employees
are reading at a high school level, but also to serve
as a model for private business and industry.

The Governor’s Literacy Commission pro-
poses that the state and the business community
further cooperate to create a North Carolina Com-
pact, modeled after the much-touted Boston Com-
pact.’? The premise is that businesses will provide
employment after graduation to high school stu-
dents who agree to improve their school atten-
dance and academic performance.

The commission’s report also recommends
that the state develop literacy training programs
in the work place to help employees improve
reading skills. Monroe says programs should be
designed to match industry needs and employee
interests. For example, a literacy training pro-
gram might be developed exclusively for South-
ern Bell employees or for Burlington Industries
employees.

In addition to the formation of a clearing-
house and greater involvement of the business
community, the Governor’s Commission on Liter-
acy recommends the state take several other steps
to combat illiteracy. Among them are the follow-
ing:?0

m To expand community college literacy
programs, including the addition of a staff mem-
ber 10 serve as a liaison between the education
system and the business community. The cost of
this recommendation would be about $3.5 million
a year, according to the legislature’s Fiscal Re-
search Division.

m To establish a trust fund to provide finan-
cial support for public and private literacy pro-
grams.

= To offer grants to local volunteer literacy
councils and private non-profit organizations to
develop literacy programs outside the school
building and inside libraries and community cen-
ters.

m To provide state money for research on and
development of literacy programs. Currently,
state funds can be spent only on program opera-
tion.

m To increase reimbursement to community
colleges for full-time-equivalency students,
which could cost $5.6 million. At present, the
state reimburses community colleges for Adult
Basic Education programs, such as literacy train-
ing, at a lower rate than that of regular curricu-
lum programs. The reason for that, in theory, is
that literacy instructors work part time, and thus
should not be paid as highly as full-time instruc-
tors in regular curriculum programs. The state re-
imburses the community colleges $28,200 per
instructional unit for regular courses, but only
$22.000 for Adult Basic Education (ABE) pro-
grams, including literacy classes. “We must ex-
pect to pay similar wages and benefits in ABE
programs as in curriculum programs in order to
attract full-time, qualified instructors,” the report
says.

m To mandate a uniform state reporting Sys-
tem to notify community colleges of high school
dropouts.

But once again, the commission failed to
provide an estimate of what these recommenda-
tions, if implemented, would cost.

Recent assessments of adult literacy have
focused on the need for better programs. One of
them came in May 1988 when Yevonne Brannon
of N.C. State University’s Center for Urban Af-
fairs and Community Services told the N.C. Gen-
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“Poverty is the color of a
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soul.”
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eral Assembly that adult literacy classes were far
too large and that current funding formulas were
part of the problem in adult literacy. Current
funding, she said, “does not allow flexibility
needed for creative solutions to serving adult stu-
dents in general. . . .” Brannon also reported that
surveys with both administrators and students
pointed up the need for much smaller classes and
more one-on-one instruction. Literacy programs
should hire more instructors and hold class sizes
to no more than 10, she said. Brannon said her
studies showed that having up to 20 people in
class “is not working very well” but that many
community college classes had a student-teacher
ratio of 22 to 1.2 Brannon’s study also recom-
mended a regimen of promoting industry-spon-
sored classes, more advertising of literacy pro-
grams, more special services for adult students,
and employing more full-time instructors.

Community Colleges President Scott says
that 22 to 1 figure is not the actual teacher-student
ratio, however, but represents the funding ratio.
“Our average ratio is about 10 to 1,” says Scott. A
change in the funding formula would allow the
community colleges to hire more recruiters and
counselors to work with the illiterate, he says.

Another recent evaluation of literacy pro-
grams, prepared by MDC, Inc., was critical of the
effectiveness of literacy training in the South, but
did praise two states—North Carolina and Geor-
gia—for providing a regular mechanism for pro-
viding the training. “For the most part, however,
outside of North Carolina and Georgia ... the
South’s technical colleges do not see improving
the literacy skills of undereducated adults as a
primary mission.”?? The report also noted that
literacy councils, including most of those in
North Carolina—“operate on a shoestring with-
out any paid staff.”

Conclusion

T he debate over poverty and illiteracy is a
cyclical one. Which came first? Which
causes which? Some experts contend illiteracy
causes poverty, while others believe poverty
leads to illiteracy. But the correlation between
poverty and illiteracy is so high that, in the view
of many educators and state leaders, education is
the single most powerful weapon against poverty.
If North Carolina does not address the related
problems of illiteracy and poverty, there will be a
high price to pay in terms of wasted personal
potential and state economic loss, they say.
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A coordinated attack on these problems
would be helpful, but with the complicated sys-
tem of state and federal funding sources, a mix of
responsibilities among federal, state, and local
governments, and even a mix of responsibilities
among executive branch agencies, that coordina-
tion is easier said than done. Yet the federal
government’s Head Start program may have a
direct impact on local school students’ perform-
ance; dropout prevention programs funded by the
state and by local school boards can be improved
to keep youngsters in school; and literacy pro-
grams offered by state and local governments,
by private employers, and even by individuals
may pick up the slack and provide educational op-
portunities for adults who long ago slipped
through the educational cracks.

One innovative program, funded by the
William R. Kenan Jr, Charitable Trust, combines
two such programs. It seeks to send illiterate
mothers to school with their preschool children
aged 3 and 4. Both learn to read and write, and
both have a chance for a successful life in the
future. Pilot programs of this project are under-
way in four North Carolina communities—
Wilmington, Fayetteville, Henderson, and
Madison County.

Lois Sexton says that without increased fund-
ing for preschool programs, “We will continue to
have high dropout rates. We will continue to have
adolescents who have a high incidence of trouble
with the law and with teen pregnancy. We will
continue to have children who are retained [not
promoted]. If we do not address the skills and
needs of workers, I think we are going to have a
monumental problem maintaining people who are
not self-sufficient, and we won’t have the work
force to compete internationally. [Head Start] is
the pebble in a whole avalanche of things to come
afterward.”

The Governor’s Commission on Literacy of-
fers this prediction: “Unless effective steps are
taken to upgrade the basic skills of both the exist-
ing work force and the new entrants to the work
force of the future, a large number of individuals
and North Carolina’s economy as a whole will
suffer.”®

As North Carolina prepares to move into the
21st century, the state has little choice but to
strengthen its efforts to combat poverty and illit-
eracy, says Monroe. By the year 2000, there will
be an estimated 510,000 new jobs in North Caro-
lina, and those jobs will demand higher academic
skills than those of today. “We’re going to have



to make changes,” says Monroe. “The demands
of the work force will force us to. The illiteracy
problem suggests a more collaborative effort be-
tween the employers and the education system of
the state.”

A recent report for The Sunbelt Institute on
literacy in the South put it more chillingly: “Ris-
ing skill demands have driven millions of Ameri-
cans, millions of Southerners, out of the primary
labor force in the past two decades. Once able to
thrive in agriculture, mining, and labor-intensive
manufacturing, these uneducated workers be-
come candidates for poverty, welfare depend-
ency, and crime—pathologies which extract a
heavy price on our region both economically and
socially.”® @—m
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“Them that's got shall get, them that'’s not shall lose— so the Bible said, and it is

still news.

Mama may have, and papa may have — but God bless the child that’s got his

own, that's got his own.

And the strong seem to get more, while the weak ones fade — empty pockets

don’t ever make the grade. . .

And when you got money, you got lots of friends — crowding round your door.
When the money’s gone and all your spending ends — they won’t be round any

more.

Rich relations give, crusts of bread and such, you can help yourself, but don’t

take too much.

God bless the child that's got his own.”

—Billie Holiday and A. Herzog
“God Bless the Child"
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HEALTH CARE

Health Care for the Poor:
Adequacy, Availability,
Affordability

By Pam Silberman

Studies show most Americans share the view that good health care should be a
basic right—not a commodity for sale to the highest bidder. But is health care as
readily available to those who sell hamburgers as to those who sell auto insurance
or blue-chip stocks? The answer—clearly revealed in statistic after statistic con-
cerning the health of the poor—is an emphatic no. Many low- to moderate-income
citizens lack adequate health insurance, and the poor use fewer health services,
even though they have more health problems than the general population. Experts
believe at least part of the problem is cost and availability. What can be done to
make health care more accessible and affordable to North Carolina’s poor? Are

there realistic hopes for reform?

“It is indefensible that we are the only industrialized country in the
world, except for South Africa, without a national health care program.”

— Dr. Arthur Flemming, former U.S. Secretary of Health, Education, and Welfare.

hat should be the government’s
role in assuring adequate and af-
fordable health care for all citi-
zens? The federal government
wrestled with this crucial question during the war
on poverty in the 1960s. Instead of a comprehen-
sive plan, Congress decided to focus on health
care for the poor and the elderly, and in 1965
Medicaid and Medicare were born. In the decades
that followed, more programs were implemented
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to aid the medically indigent. But considerable
latitude was left to the states, and North Carolina
has failed to fill the gaps, leaving gaping holes in
the state’s health-care safety net.

Experts say Medicaid covers only a third of

Pam Silberman is an attorney with the North Carolina
Legal Services Resource Center specializing in health
care issues. Silberman has served on the Legislative
Study Commission on Indigent Health Care since 1985.




state residents who fall under the federal poverty
line, and Medicare covers less than half of the
total medical expenses of the elderly. But perhaps
the most onerous health-care problem facing
North Carolina is that nearly one third of the
state’s residents are medically indigent — that is
they either have no health insurance coverage at
all or their coverage is inadequate.

Who Are the Uninsured?

M any of the medically indigent are impover-
ished, while others are low- to moderate-
income residents who could be plunged into pov-
erty by any major medical emergency. The ranks
of the uninsured also include people who have a
reasonable income by traditional measures but
cannot buy insurance, either (1) because they have
a pre-existing medical condition, (2) because their
employers do not offer insurance at work and they
cannot afford to purchase their own policy, or (3)
because they have not met the required waiting
period—often six months to a year—for enrolling
in the group health insurance plan offered by their
employer.

Most of those who lack health insurance,
however, have low or moderate incomes, says

Chris Conover of the Center for Health Policy
Research and Education at Duke University.
Conover’s research has revealed that in North
Carolina, as many as 1,156,000 people are unin-
sured at some time during a typical year.! An-
other 750,000 people have health insurance which
is insufficient to meet their health care needs.
Three quarters of these medically indigent citi-
zens are poor or near-poor, Conover says, and
evidence abounds that inadequate health insur-
ance is a significant barrier to getting good health
care,

Why? First, it is difficult to find doctors and
hospitals willing to treat non-emergency patients
without a proven ability to pay, and second, the
poor put off preventive medical treatment. “They
are going to wait a long time before they pay
$50 or $100 to go to a doctor to track down a
suspicion they are not well,” says Jim Bemstein,
director of the Health Resources Development
Section of the N.C. Department of Human Re-
sources.

Studies have shown that even though North
Carolina’s uninsured are in worse health than the
general population, they use 30 percent to 50
percent fewer services. (See Table 1, p. 124.)
When they do seek medical treatment, they are
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Table 1. Health Condition Reported by Patient Type

Health Condition Medicaid Uninsured Insured
Arthritis 38% 21% 17%
High Blood Pressure 38% 20% 17%
Heart Discase 16% 7% 4%
Kidney Disease 10% 6% 5%
Diabetes 10% 4% 3%
Stroke 6% 3% 1%
Disability Which

Prevents Working 15% 6% 1%

more likely to use a public health clinic or an
emergency room.?

From her Waxhaw home, Dona Montgomery
directs a nonprofit advocacy group called the
North Carolina Alliance for Social Security Dis-
ability Recipients. Montgomery says she believes
ability to pay has a significant impact on health
care availability. “Many doctors require patients
to pay for their services on the day the services are
rendered,” says Montgomery. “Other doctors re-
fuse to treat patients who have outstanding debts.
As aresult, many uninsured individuals do not go
to the doctor’s office until it is

Source: “Who are the Medically Indigent?” Report to the Indigent Health Care Study Commission by
C. Johnston Conover, Duke University Center for Health Policy Research and Education, chart entitled
“Health Status of Adults in North Carolina,” March 12, 1986, p- 28.

“

far worse for low-income children. The number
of uninsured poor children grew from 44.2 per-
cent of the state’s poor children in 1980 to 53.2
percent in 1985.° Experts warn that as the cost of
health insurance rises, more and more workers
may drop optional family coverage for their de-
pendents, pushing the number of uninsured chil-
dren even higher. Conversely, the elderly are the
group most likely to have some health insurance

coverage because of the wide availability of

Medicare. Conover found only 2.5 percent of the
elderly to be uninsured sometime during the year.”

too late.” These gaps in the
health care delivery system fly

in the face of polls showing

broad public support for ac-
cess to health care for all
Americans, regardless of abil-
ity to pay.*

Children are the most
likely of any group to lack
health insurance coverage,
according to Conover’s study.
In 1985, approximately 36
percent of the uninsured in
North Carolina were children
under age 18.% The situation is
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But Medicare coverage alone is insufficient to
meet a person’s health care needs, and there are
267,000 elderly or disabled North Carolina resi-
dents who have Medicare coverage as their sole
source of health insurance.® Blacks and other
minorities are more likely to lack health insurance
coverage than whites, and women are more likely
to be uninsured than men.’

More than two-thirds of the uninsured live in
a family where one or more persons works, and
more than half live in a family in which one or
more persons is working full time. A majority of
the uninsured workers work in small firms with
fewer than 25 employees or are self-employed,
but the reasons employees lack health insurance
on the job vary with the size of the firm. Most of
the uninsured workers in small firms are not of-
fered health insurance. Small businesses often
cannot afford the costs of health insurance, which
may run between 30 percent and 50 percent
higher than insurance costs at large firms.l° On
the other hand, most of the uninsured workers in
large firms are offered health insurance but for
one reason or another do not qualify for the plan.
For example, the plan may have a six-month wait-
ing period, or may exclude part-time workers or
those with pre-existing medical conditions. Al-
though many of these workers are only temporar-
ily uninsured, they nonetheless face the risk of
staggering medical costs during this period of
exposure.

Recent trends indicate the number of unin-
sured workers will continue to grow. One reason
is a 2 percent decline in employer-based coverage
in the United States during the 1980s.!! This
decline is due partly to the shift in jobs from the
manufacturing sector to the service sector, which
traditionally provides fewer benefits. (For more
on this trend, see Bill Finger, “Making the Transi-
tion to a Mixed Economy,” North Carolina In-
sight, Vol. 8, No. 3-4, April 1986, pp. 3-20.) Na-
tionally, between 1980 and 1985, employment
in industries with below-average rates of health
coverage grew four times as fast as employment
in industries with above-average rates of cover-
age.)? This situation is far worse in North Caro-
lina, where employment in industries with below-
average rates of health coverage grew seven times
as fast between 1980 and 1987 as employment in
industries with above-average rates of coverage.'®
More important, however, are rising health
insurance costs and the overall health of the econ-
omy. “Premium increases of 30 percent to 40
percent a year are going to get a lot of people
thinking about whether they can afford health-
care coverage,” says Conover. “What happens in
terms of trends [also] very much depends on the
economy. The economy is absolutely a critical
variable, and it is inherently unpredictable.”
Conover says his projections show only a
modest increase in the uninsured population
through 1992 if the economy remains healthy,

Eric Green! N.C. Poverty Project
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but an increase of as much as 85 percent in the
event of a major recession.

Medicaid: Short of the Mark

M edicaid was created to provide health in-
surance for the nation’s poor, but the pro-
gram has fallen far short of its mark. On a given
day, only about one-third of the people living in
poverty in North Carolina qualify for Medicaid,
Conover says. One reason for this is the eligibil-
ity restrictions imposed by Congress, which lim-
ited Medicaid coverage to groups known as the
categorically eligible — children under the age
of 21, pregnant women, families with dependent
children, people 65 years or older, and blind or
disabled persons. In order to be eligible for
Medicaid, the recipient must meet these categori-
cal restrictions, plus stringent income guidelines.
Thus, individuals between ages 21 and 64, who
have no dependent children and who are not dis-
abled, cannot qualify for Medicaid, regardless of
their income or medical needs.

Despite these categorical limitations,
Conover says North Carolina has the flexibility to
expand Medicaid to cover thousands of additional
low-income people. In most states, Supplemental
Security Income (SSI) recipients—Ilow income
individuals who are elderly, blind, or disabled—
automatically receive Medicaid. North Carolina
does not provide automatic coverage to all SSI

recipients, thereby excluding roughly 66,500
low-income elderly, blind, and disabled citizens
from Medicaid coverage.™*

The state also excludes thousands of poor
people from Medicaid coverage by setting restric-
tive standards on income and available resources.
In order to qualify for Medicaid in North Caro-
lina, a person may have no more than $1,500 in
countable assets. For a family of four, the figure
increases to only $2,450.13

Income limits are even more restrictive than
asset limits. Aside from the categorical excep-
tions allowed by Congress, Medicaid coverage
must be limited to those with incomes of no more
than 133 percent of the Aid to Families with De-
pendent Children payment level in order for the
state to receive a federal reimbursement of 67
percent for Medicaid expenditures.!® This link to
the AFDC payment level translates into extremely
low Medicaid income criteria in North Carolina,
which ranks 42nd in the nation in AFDC payment
levels.'” For example, the maximum AFDC pay-
ment for a family of one is $177 a month. There-
fore, the Medicaid income limit for an individual
is 133 percent of $177, or only $241 a month. (See
Table 2 below).

These income limits do not automatically
exclude a person from Medicaid eligibility. If
categorically eligible, an individual or family may
be found to be medically needy. In order to
qualify, the individual or family must incur medi-

Table 2. Income Limits on Medicaid Coverage in North Carolina

Medically
Needy Income
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AFDC 1988 Federal Limit as %
Family Maximum Medicaid Poverty of Poverty
Size Payment Income Limit Guidelines Guidelines

1 $177 $242 $ 481 (50%)

2 231 308 644 (48%)

3 266 358 808 (44%)

4 291 387 971 40%)

Table by Pam Silberman




cal bills equaling the difference between the
family’s countable income and the medically
needy income limit. This difference is called a
deductible or spend-down. The effect, however,
is to force people to spend any excess income and
to live on incomes no greater than the Medicaid
income guidelines in order to have their health
care costs covered by Medicaid.

The legislature’s Indigent Health Care Study
Commission has recommended that the state
broaden Medicaid eligibility in North Carolina
to take in about 179,300 additional residents. This
would be accomplished by increasing income
limits from 50 percent to 75 percent of poverty for
the elderly and disabled; from 100 percent to 185
percent of poverty for women and infants; and by
increasing by 5 percent the income limits for all
other categorically eligible recipients (now 50
percent of poverty guidelines for a family of one).
The estimated cost comes to $231 million, with
the state paying an additional $65 million (28
percent), local government paying $12.2 million
(5 percent), and the federal government picking
up the remainder (67 percent).

Such an expansion of Medicaid is strongly
favored by the North Carolina Hospital Associ-
ation, which argues that the number of non-pay-
ing patients at North Carolina’s hospitals contrib-
utes to rising medical costs for paying patients
and increased insurance costs for employers.

Eric Green! N.C. Poverty Project

“The North Carolina Hospital Association is
working to increase the number of poor people
eligible for Medicaid, even though Medicaid does
not cover the cost to the hospital of treating a
Medicaid patient,” says William A. Pully, hospi-
tal association lobbyist. “Something is better
than nothing, and nothing is what we are getting
right now for treating these people. There is a lot
of room to expand. We think the state should
maximize participation in Medicaid.” Pulley says
it makes sense for the state to participate to the
fullest because the federal government will pro-
vide more than a two-to-one match for state and
local dollars. “North Carolina ranks 48th in the
amount of all federal funds per capita coming to
the state,” says Pulley. “We’re not getting our fair
share.”

Daphne Lyon, chief of planning in the De-
partment of Human Resources Division of Medi-
cal Assistance, says 1986 figures, the latest avail-
able, showed North Carolina, the nation’s 10th
most populous state, ranked 17th in drawing fed-
eral dollars to match Medicaid expenditures.

But despite broad support for Medicaid ex-
pansion, whether the state will be able to find the
money to pay its share this year remains a ques-
tion. Revenue collections have fallen short of
projections for fiscal year 1988-1989, leaving
little room for the legislature to add or expand
programs during the 1989 session.
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Medicare Coverage Not Enough

U nlike Medicaid, Medicare is not based on a
person’s financial status. There is no in-
come or resource test in the Medicare program.
In order to receive Medicare coverage, a person
must be at least 65 years old or have been disabled
for at least two years and with some small excep-
tions must be receiving either Social Security re-
tirement or disability payments.!®

Medicare coverage alone, however, is insuf-
ficient to meet a person’s health care costs. Medi-
care does not cover certain medical needs, such as
routine physical check-ups, dental care, interme-
diate nursing home care, eyeglasses, or drugs.
For the services Medicare does cover, a patient
must pay at least $26.50 in monthly premiums and
pay large deductibles and co-payments.!® Prior to
recent changes, Medicare covered only about 40
percent of a patient’s total health care costs.?

The Hill-Burton program, created in 1946,
has been another source of medical treatment for
the poor. Originally set up as a system
to pay for the capital costs of hospital

sured and under-insured. In 1985, for example,
North Carolina hospitals provided $172 million
worth of free care (defined as both charity care
and bad debt). Three-quarters of this free care
($124 million) was provided to the uninsured, and
one-quarter ($48 million) was provided to people
with insufficient health insurance coverage.?
Pully says continued cuts at the federal level in
Medicare reimbursement and increased competi-
tion for fewer paying patients in 1987 alone had
pushed the amount of uncompensated care pro-
vided by North Carolina hospitals to about $780
million. This includes charity care and bad debt.
The figure also includes contractual adjustments,
which primarily comprise the hospitals’ costs for
treating Medicare and Medicaid patients, minus
government reimbursement for care provided
under these programs.

Similarly, physicians in private practice pro-
vided $198 million in free care, or 11.1 percent
of total physician billings in 1985. About one-
quarter of the physician free care, or $52 million,

construction, the program evolved into
a system of treating the poor. In return
for federal hospital construction
money, local hospitals had to agree to
provide a certain amount of free or re-
duced-charge services to low-income,
uninsured individuals for a certain
length of time. Thus, while the Hill-
Burton free-care provisions were in op-
eration, many low-income people had
access to hospitals for necessary treat-
ment.

Congress stopped funding the Hill-
Burton program in 1977. Since that
time, many North Carolina hospitals
have exhausted their free-care obliga-
tions. Of the 96 hospitals with Hill-
Burton free-care obligations in 1980,
only 56 hospitals continue to have
free-care obligations, and most of these
obligations will be exhausted in the
next 10 years.? By the end of 1990, in
fact, only 37 of North Carolina’s 127
general acute-care hospitals still will
have Hill-Burton obligations to provide
health care for the poor.”?

Besides the free care which hospi-
tals provide as a part of their Hill-
Burton obligations, hospitals also pro-
vide a measure of free care to the unin-
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went to the uninsured, and the remaining $146
million went to those with inadequate health in-
surance coverage.

While both hospitals and physicians provide
a significant amount of uncompensated care to the
uninsured and under-insured, these services do
not address all of the needs of the medically indi-
gent. And this source of care for the medically
indigent is threatened by cost control efforts.
Since charity care and bad debt are financed
largely by shifting the costs onto paying patients,
efforts to cut costs to private patients may also cut
into the amount of free care provided to the medi-
cally indigent.> (For more on how hospitals care
for the medically indigent, see Lori Ann Harris,
“The Performance of For-Profit and Not-for-
Profit Hospitals in Providing Health Care for the
Medically Indigent,” Comparing the Perform-
ance of For-Profit and Not-For-Profit Hospitals
in North Carolina, N.C. Center for Public Policy
Research, Raleigh, N.C., March 1989, pp. 37-80.)

In addition to Medicaid, Medicare, and the
Hill-Burton programs, Congress provided fund-
ing to local communities to set up health care
centers in medically under-served areas. These
centers provide primary health care, such as phy-
sician and nursing services, on a sliding-scale
basis to the people in their community, with fees
based on ability to pay. In addition, some of the
facilities offer dental care and low-cost prescrip-
tions. None of the facilities, however, pays for
the costs of hospital care for low-income indi-
viduals needing treatment.

North Carolina operates 35 clinics under this
federal program, plus 46 programs under a sim-
ilar state-funded rural health program. Nonethe-
less, “there are still 44 counties in the state that are
designated health manpower shortage areas,
which means that they have limited access to
primary health care physicians,” according to
DHR’s Bernstein. Bernstein says this accessibil-
ity problem hits the uninsured poor the hardest,
both because they have a harder time finding phy-
sicians willing to treat them and because they
often lack transportation.

The state also has a system of public health
departments which provide some health services
to the medically indigent. There are 87 health
departments which cover all 100 counties of the
state. The services offered at local health depart-
ments vary by county. For example, all of the
health departments offer immunizations and all
check for venereal diseases. But only seven
health departments have primary health-care

¢

“The litmus test that both the
biblical and republican traditions
give us for assaying the health ofa
society is how it deals with the
problem of wealth and poverty.”

— Robert Bellah et al.
Habits of the Heart

¢

clinics where adults can obtain full medical
screenings and treatment.?

Are the Current Services Enough?

D espite the range of health services currently
available to the poor and uninsured, statis-
tics clearly indicate that the care afforded the
medically indigent is inadequate. According to a
1983 national study, the insured receive 54 per-
cent more walk-in care than do those without
insurance coverage. “It is not the case that the
uninsured manage to obtain ambulatory care
comparable in amount to that obtained by the in-
sured by relying on public clinics, teaching hospi-
tal outpatient clinics, nonprofit health centers, or
the charity of private physicians. Without insur-
ance, many simply do without care,”” the authors
conclude. They say that “financial access to care
is clearly the most important factor affecting
use.”™?

Even Medicaid recipients have trouble find-
ing doctors who are willing to accept Medicaid
patients. Overall, only 53 percent of the state’s
primary care physicians actively participate in the
Medicaid program, according to the N.C. Divi-
sion of Medical Assistance. On the county level,
participation varies from a high of 100 percent in
Alleghany, Bertie, Camden, Franklin, Hoke,
Jones, and Richmond counties, to a low of 27
percent in Dare County, a coastal county with
relatively few Medicaid-eligible residents.?® Ac-
cording to a 1987 study by Ralph Nader’s Public
Citizen Health Research Group, North Carolina
is tied with New Jersey for the nation's lowest
physician participation rate in the Medicaid pro-
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gram. While state officials question this find-
ing, they agree that physician participation in the
Medicaid program is a significant problem in
North Carolina.

Critics say access to hospital care for the
uninsured is only slightly better. “Many low-
income people who need essential but non-emer-
gency care are turned away or are discouraged
from seeking hospital care because they can’t pay
the required pre-admission deposit or because
they have outstanding unpaid hospital bills,” says
Montgomery of the Alliance for Social Security
Disability Recipients.

A survey by the North Carolina Center for
Public Policy Research found pre-admission de-
posits are widely used by for-profit, not-for-
profit, and public hospitals across the state. Of
the 75 hospitals responding to the survey, 52
percent reported using pre-admission deposits,
mostly for non-emergency surgery.?

Pully says non-paying patients should be dis-
couraged from using hospitals for care, except in
emergency situations. “The hospital is the single
most expensive portal of entry to the health care
system,” says Pully. “All efforts to discourage its
use by those unable to pay should be supported,
even if only those needing emergency care are
admitted. The incentives should be directed to-
ward providing adequate primary care [at doc-
tors’ offices and clinics]. Offering elective sur-
gery to the uninsured would quickly bankrupt the
system.”

One national study found that the insured
receive 90 percent more hospital care than do the
uninsured. This differential is particularly
marked in the South, where insured people receive
three times as many days of hospital care annually
as do uninsured persons.®® Another study found
that the uninsured are most often hospitalized for
maternity or accident cases, and are less likely
than insured patients to receive care requiring
high technology.®* In addition to the problems the
uninsured face in obtaining physician and hospi-
tal care, the uninsured must overcome obstacles
to obtaining ancillary care (such as medication),
transportation to the medical provider, and ade-
quate community support services that would
enable the elderly to stay out of nursing homes.

Although the health care needs of the poor are
well-documented, the question of how best to
meet them is far from settled. In one recent study,
researchers found that even when primary care
clinics were accessible and heavily used, the
health of the poor did not improve to the level of
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the general population. These researchers con-
cluded that education level, quality of housing,
nutrition, and other variables erode the health of
the poor even when health care is readily avail-
able. The authors recommended treating not just
the symptoms, but the social conditions that
helped to spawn them

Still, it makes sense intuitively that the poor
are better served by health services that give them
adequate treatment than by the current stopgap
approach. Sweeping programs that would wipe
out social inequality are unlikely, but there is
substantial room for fine-tuning the existing
health-care delivery system so that it better serves
the poor.

What Other States Are Doing

T hose states which have acted on the indigent
health care problem generally have taken
one of two approaches: a comprehensive ap-
proach aimed at ensuring that every citizen has
access to affordable health care, or a targeted
effort to expand health care for certain subgroups
of the population. Most states have chosen the
latter option.

Only Massachusetts has developed a compre-
hensive health care plan. Beginning in 1992,
Massachusetts will require all employers with six
or more employees to offer health insurance to all
employees who work 30 hours a week and to their
dependents.® To cover those who cannot obtain
employer-based health insurance, Massachusetts
will provide health insurance to the unemployed
receiving unemployment insurance; expand Med-
icaid to cover more pregnant women and infants;
help otherwise ineligible disabled children and
adults obtain the same benefits available through
Medicaid; require all college students to have
health insurance; and establish a state-subsidized
health insurance program for those on general
assistance and those who do not fall into any other
program category.

Many other states are experimenting with the
targeted approach. Some are attempting to
broaden private sector health insurance coverage
through tax incentives and other means. Others
aim at expansion of public assistance programs.
The National Leadership Commission on Health
Care, a privately formed panel, in January 1989
proposed a national health insurance program for
all of the nation’s estimated 37 million uninsured.

Several states are trying to devise ways to

—continued on page 132
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State’s Infant Mortality Rate Among Nation’s Worst

Perhaps one of the best indicators of a
state’s commitment to high quality health care
for the poor is its infant mortality rate—and
North Carolina’s rate ranks among the nation’s
worst. The state had the sixth highest infant
mortality rate in the country in 1986. More
than 11 out of every 1,000 children died before
they reached the age of 1.

And this problem was even more pro-
nounced among minorities. The infant mortal-
ity rate for non-white infants was almost twice
that of white infants, with an average of 16.6
minority infant deaths per 1,000 before age 1
compared to 9.3 infant deaths for whites.

National rankings have not been compiled
for 1987, but state figures show the problem
has worsened. The infant mortality rate in-
creased to 12.1 deaths per 1,000 births, or 17.6
deaths for non-white infants and 9.6 deaths for
white infants.

Low birth weight and premature births are
the leading causes of the high infant mortality
rate. Lack of prenatal care, failure to obtain
adequate nutrition during pregnancy, maternal
diseases, low socio-economic status, and teen-
age pregnancy are risk factors contributing to
North Carolina’s high infant mortality rate. All
of these factors are more prevalent among the
POOT.

Access to prenatal care is a significant
problem in North Carolina. Between 1980 and
1986, the number of women who received no
prenatal care increased by 57 percent. Failure
to procure prenatal care can have serious con-
sequences. According to a report by the De-
partment of Human Resources’ Division of
Health Services, “Women who deliver with no
prenatal care are three times more likely to
have a low birth-weight baby (under 5 /2 Ibs.)
and seven times more likely to have a very low
birth-weight baby (under 3 */2 Ibs.).” The num-
ber of women who began to receive prenatal
care in their last trimester also increased.!

The General Assembly expanded Medi-
caid in October of 1987 to cover more low-
income pregnant women in an effort to im-

prove access to prenatal care. State lawmakers
raised the Medicaid income guidelines from
$392 a month for a family of four—less than
half of the federal poverty line—to the federal
poverty guidelines ($971 a month for a family
of four). About 15,000 pregnant women were
eligible for this expanded Medicaid coverage.

The legislature also approved Medicaid
program reimbursement for care coordination
services provided to Medicaid-eligible preg-
nant women. The move was intended to help
ensure that pregnant women receiving Medi-
caid also obtained needed support services,
such as nutritional supplements through the
Women, Infants and Children program, and
transportation to the medical provider. In addi-
tion, the General Assembly increased the Medi-
caid reimbursement rates for the basic prenatal
and delivery package from $409 to $625, ex-
panded Medicaid to cover nurse midwife serv-
ices, and most recently appropriated $240,000
to help offset the malpractice insurance Costs of
doctors who would provide prenatal and deliv-
ery services to pregnant women in medically
underserved areas. But despite these changes,
low income pregnant women still have diffi-
culty obtaining prenatal care.

The Medicaid reimbursement rate is less
than one-half of what many doctors receive
from private patients. (A proposal by the Indi-
gent Care Study Commission would increase
payment for the prenatal care package by 52
percent to $950.) Thus, many doctors either
refuse to treat Medicaid patients, or limit the
number of patients that they will see. This
catback in the private sector forces more
women to use the public health sector as their
source of prenatal care. “Between 1984 and
1987 there was an 8.7 percent increase in the
number of live births, but a 31.5 percent in-
crease in the number of women receiving pre-
natal care at state-supported prenatal clinics,”
says Barry Goldstein, Assistant Director of the
Maternal and Child Health Section of the Divi-
sion of Health Services. However, the health

— continued on page 132
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encourage more employers to offer health insur-
ance. Hawaii has the most comprehensive em-
ployer-based approach, with employers required
to provide health insurance coverage to employ-
ees working at least 20 hours a week.?* Employ-
ers are not, however, required to provide health
insurance for dependents or for certain other cate-
gories of individuals, such as those receiving
Medicare.

Other states have attempted to create low-
cost health insurance plans which would be at-
tractive to the many small employers who do not
provide health insurance coverage. The Robert
Wood Johnson Foundation of Princeton, N.J., has
funded 15 different state and local initiatives to
test different ways to reduce premium costs and
market health insurance plans to small employers.
These methods include limited benefit packages;
provider discounts; managed-care systems com-
parable to health maintenance organizations;
small employer health insurance pools; premium
subsidies; increased employee cost sharing such
as higher deductibles; and information and refer-

Infant Mortality

—continued from page 131

departments are not all equipped to handle the
increasing number of pregnant women. The
Division of Health Services surveyed local
health departments and found that in 18 coun-
ties, pregnant women have to wait more than
two weeks in order to be seen by a doctor. Four
counties have waiting periods of more than
four weeks.

Moreover, 11 counties in the state do not
offer prenatal care in their health departments:
Alleghany, Ashe, Avery, Clay, Greene,
Graham, Hyde, Pamlico, Pender, Polk, and
Transylvania. In addition, two of the 18 high-
risk clinics in the state temporarily closed down
in June 1988 because they lost their obstetrical
back-up. In six of the 11 counties that do not
have prenatal clinics in their health depart-
ments, residents can receive maternity care
from health departments in neighboring coun-
ties. Division of Health Services officials an-
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ral systems to link small employers to existing
health insurance plans.3¢

In addition, 15 states have developed high-
risk pools to address the needs of the medically
uninsurable.*” These plans offer health insurance
to people who have been rejected by other insur-
ance companies because of pre-existing condi-
tions. The purpose of these pools is to spread the
cost of covering the medically uninsurable among
all the regulated insurance companies in the state.
Most of these plans limit the premium rates to 150
percent or less of average premium rates for indi-
viduals. Two states, Wisconsin and Maine, pro-
vide premium subsidies for low-income people.
Such subsidies are intended to offset the high
premiums and co-payment requirements that in
some states prevent low- and moderate-income
people from enrolling in these high-risk plans.

Several other states have experimented with
state-subsidized health insurance programs.
Washington, for example, recently enacted the
Health Care Access Act, which will help subsi-
dize health insurance coverage for 30,000 people

ticipate that prenatal care will be initiated or
reinstituted in four of the remaining five coun-
ties in 1989.

The state recently expanded the WIC pro-
gram 1o serve more low-income pregnant
women. WIC is a nutrition education and sup-
plement program for low-income pregnant,
postparium, and breastfeeding women, as well
as infants and young children. Adequate nutri-
tion is critical to a healthy birth. With an
annual budget of $50.1 million in North Caro-
lina, WIC reaches 108,000 people each month,
approximately 44 percent of all eligible people.
National studies have shown that WIC contrib-
uted to a reduction of 20 to 30 percent in fetal
deaths before birth, and that women who par-
ticipate in WIC have fewer premature births.2
The Division of Health Services has taken
steps to expand the WIC program by entering
into an agreement with two infant formula
companies (Mead Johnson and Ross Laborato-
ries) to rebate to the state part of the cost of the
formulas. As a result, WIC will reach about




under age 65 with gross family incomes at or
below 200 percent of the federal poverty line.
That means a family of four with a household
income of up to $23,000 is eligible for the subsi-
dized coverage. Individuals are required to pay
monthly premiums based on their income levels
and have nominal copayments for certain serv-
ices. To contain costs, health services are con-
trolled through health maintenance organiza-
tions.*® Wisconsin and New York are designing
similar pilot programs to test the feasibility of
state-subsidized health insurance proposals.®®
Much of the expansion of public assistance
has come in the Medicaid program. Most states
view Medicaid as a cost-effective means of ex-
panding access to health care, since the federal
government contributes heavily to the cost of the
program. Consequently, many states have taken
advantage of recent changes in federal law that
allow the provision of Medicaid to more people.
As of July 1988, 30 states, including North Caro-
lina, had enacted legislation to expand Medicaid
to cover children and pregnant women with fam-

20,000 more people each month, or 51 percent
of all people eligible and in need of nutritional
supplements.

While these are significant efforts to en-
sure that pregnant women have adequate diets
and access to prenatal care, they have not yet
affected North Carolina’s infant mortality
rate. State officials expect the impact to show
up in the 1989 figures, but already there are
calls for more aggressive action.

The North Carolina Institute of Medicine,
in a November 1988 report, recommended that
the state take several steps aimed at reducing
the number of premature and low-birth-weight
babies. These include county-by-county plans
for delivering prenatal care to low-income
women through health departments and pri-
mary care physicians; expansion of Medicaid
income guidelines to 185 percent of the federal
poverty guidelines for young children and
pregnant women; discretionary funds for coun-
ties to fill gaps in prenatal care coverage; and
state-employed doctors, nurses, and midwives

ily incomes equal to or below the federal poverty
guidelines. An additional 10 states have increased
the income eligibility guidelines even more.
Congress allows states to provide Medicaid to all
infants and pregnant women with household in-
comes of less than 185 percent of the federal
poverty guidelines.*® Further, four states have
expanded Medicaid to cover more low-income
aged, blind, and disabled individuals.*

In addition, Michigan and Massachusetts
have set up state-funded public health programs
to ensure access to prenatal care for all pregnant
women and children.*? Eight states have set up
state-funded prescription drug programs to subsi-
dize the cost of medication for certain low-in-
come elderly and disabled individuals.®

Options Under Study in North

Carolina

N orth Carolina currently has two legislative
study commissions examining health ac-

cess issues: the Indigent Health Care Study Com-

to provide prenatal care in counties without
obstetrical services.

Dr. Sarah Morrow, an Institute board
member, says the package would cost $4.7
million in the first year. But she says besides
giving children a better chance at a healthy
start, increasing access to prenatal care would
cut down on expensive medical treatments that
often wind up on the hospital bills of paying
patients. “For the cost of putting five low-
birth-weight infants in intensive care nurseries,
you can provide prenatal care to 149 low-in-
come women,” says Morrow.

—Pam Silberman

FOOTNOTES

ITestimony to the Indigent Health Care Study Com-
mission, Subcommittee on Public Assistance Options, by
Richard Nugent, consultant to the Maternal and Child
Health Section, Division of Health Services, N.C. Depart-
ment of Human Resources, Nov. 10, 1988.

2“Special Information for All Providers: Food and
Nutrition Services to Women and Children,” N.C. Medi-
caid Bulletin, N.C. Department of Human Resources, July
1988, p. 6.
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cians to treat low-income preg-
nant women, the commission
recommended that Medicaid
reimbursement for prenatal
and delivery care be raised
from the current $625 to $950
and that the state expand a
recently enacted pilot program
that offsets part of the mal-
practice insurance costs for
obstetricians and family prac-
titioners who agree to treat
low-income pregnant women
in medically under-served
areas. (This is part of an effort
to battle the state’s high infant
mortality rate. For more on
this problem, see sidebar,
pages 131-133.) The commis-
sion also recommended that
the income guidelines be in-
creased to cover more chil-
dren, elderly, disabled, and
working families. These pro-
posals would provide Medi-
caid coverage to an additional
179,300 low-income individu-
als at a total cost of approxi-
mately $231 million, which
includes the cost of adminis-
tering the program as well as
health services costs. The state
share would be approximately
$65 million, or $30 a month
for each additional Medicaid
recipient served, and the

mission and the Health Insurance Trust Commis-
sion. The recommendations of these two study
commissions to the 1989 session of the General
Assembly include Medicaid expansion; commu-
nity health demonstration programs; changes in
the health insurance laws to reduce barriers to
employer-sponsored health insurance coverage;
and a pilot program to encourage small employers
to provide health insurance.

The Indigent Health Care Study Commission
recommended that the family income guidelines
be increased for infants and pregnant women to
185 percent or less of the federal poverty guide-
lines. This would raise the income eligibility
limit from the current $11,600 for a family of four
to $21,460. To encourage more private physi-
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county share would be $13
million, or $16 a month for
each new recipient.*

The Indigent Health Care Study Commission
also recommended that the state develop a two-
year demonstration project to assist communities
in developing a coordinated health care delivery
system for the working poor. The Health Insur-
ance Trust Commission has endorsed this pro-
gram as well. Grant funds would be made avail-
able to communities to provide primary and pre-
ventive care services and to arrange for necessary
referral, hospital, and support services for the
uninsured poor. This program would cost ap-
proximately $1.65 million and would provide pri-
mary care for up to 4,000 people.

In addition, the Indigent Health Care Study
Commission recommended changes to the current



insurance laws to provide
more coverage to employees
in companies that offer health
insurance. The proposed
changes would prohibit com-
panies with 20 or more em-
ployees from excluding cer-
tain employees from health
coverage on the basis of their
health status. The recommen-
dations would also limit the
waiting period for new em-
ployees to a 90-day maximum
and would set a six-month
limit on pre-existing condition
exclusions. For example, a
worker with diabetes would
have his health costs from
treatment for the disorder cov-
ered at the end of six months.
The commission also recom-
mended that pregnancy be
precluded from the definition
of pre-existing medical con-
dition so that all prenatal and
pregnancy-related services
would be covered once the
employee was eligible for cov-
erage. These recommended
changes would not, however,
require companies to offer
health insurance, nor would
they affect self-insured health
plans.

The Health Insurance
Trust Commission has asked
the N.C. Life Underwriters
Association to conduct a pilot
marketing program in New Hanover, Brunswick,
Pender, and Columbus counties. The aim is to
convince small employers to participate in health
plans for their employees. The association will be
using a new booklet, Group Heaith Plans for
Small Businesses, which contains summaries of
nearly 70 policies currently available to small
employers in North Carolina. The commission
also recommended that the legislature approve a
demonstration employer tax credit program to en-
courage more small employers to offer health in-
surance.

In addition, the Health Insurance Trust Com-
mission asked the legislature to consider the es-
tablishment of a health insurance pool for em-
ployees with pre-existing medical conditions.

The commission had first considered recom-
mending such a pool only for employees of small
businesses. The Indigent Health Care Study Com-
mission asked that health insurance pools be con-
sidered for all of the medically uninsurable—not
just employees of small businesses.

Sen. Jim Johnson Jr. (R-Cabarrus), who
serves on the Indigent Health Care Study Com-
mission, says the recommendations of the two
commissions are sound and well researched, but
those that will require a substantial appropria-
tion are unlikely to be funded in the near future.
“They are good recommendations, but I don’t see
how we’re going to be able to handle them,” says
Johnson. “We’re really strapped. We're going to
have to scrape to make any adjustments in state

APRIL 1989 135

Eric Green! N.C. Poverty Project



employee salaries.”

The activities of the commissions show an
interest in and commitment to improving health
services to the poor. Yet even if the legislature
were to adopt in full the recommendations of both
commissions, the ranks of the uninsured likely
would be reduced less than 20 percent.*S Still,
many would argue that the state has the responsi-
bility to act, even if the anticipated impact is a
modest one. The ranks of the medically indigent
comprise disproportionate numbers of children
who deserve a chance at a healthy and productive
life. Minorities and the working poor also are less
likely to have health insurance than the general
population, and the link between this lack of in-
surance and inadequate health care has been well
established. But there is a broader interest in
mounting a vigorous attack on the problem. Un-
less the state acts, experts say rising health care
and insurance costs will drive the numbers of the
medically indigent still higher. Cost shifting by
health-care providers will mean a greater burden
for paying patients and for employers who offer
health insurance. Through such measures as in-
creased participation in Medicaid and induce-
ments for smaller firms to provide health insur-
ance, the state may be able to stem or even reverse
an otherwise ominous trend toward increasing
numbers of medically indigent citizens. I 1
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Taxes and the Poor in North
Carolina: An Unfair Share?

By Charles D. Liner

Is North Carolina’ s tax system unfair to the poor? Although a number of
the aspects of the state’s tax structure are favorable to those in poverty, the
system as a whole exacts a weighty toll on those least able to pay. Consider
these examples:

& The household income for a family of four at the poverty level has in-
creased 193 percent since 1970, while that same family’s state income tax
liability has increased 710 percent during the same time period.

® When enacted in 1921, the state income tax was not intended to fall on
the poor at all, but rates, brackets, exemptions, and the standard deduction have
remained almost unchanged. All of these tools were used to shield the poor
Jrom income taxes, but inflation has eroded them to the point that the poor
shoulder a substantial state income tax burden.

®m A worker now winds up owing state income taxes before his taxable
income reaches half the federal poverty line, a tax threshold far lower than that
of most states. And in 1988, a family of four earning $10,000 would have had a
higher state income tax bill in North Carolina than in any other state except
Kentucky.

m North Carolina has increased its reliance on the retail sales tax by in-
creasing the combined state and local tax rate to 5 percent. This regressive tax
imposes a relatively high burden on low-income taxpayers, a burden that is
increased by the taxation of food and utility bills. Unlike North Carolina, 28
states exempt food purchases from sales taxes, 32 states exempt utility bills, and
eight exempt clothing.

What is the magnitude of this problem of tax equity for the poor in North
Carolina, and what can be done to correct it?
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he most widely accepted principle of

tax equity is that taxes which are

used to support general government

services should be imposed accord-
ing to taxpayers’ ability to pay. All states violate
that principle by making extensive use of certain
taxes, such as sales taxes, that impose burdens on
poor people which are proportionately larger in
relation to income than those imposed on higher
income people. Taxes are called regressive when
citizens with the least ability to pay bear the
largest proportionate burdens. In contrast to re-
gressive taxes, a progressive tax imposes propor-
tionately smaller burdens on those who have less
income.

All states make heavy use of regressive taxes
and charges. For the nation as a whole, sales
taxes are by far the largest source of revenue for
state and local governments.! These taxes include
the retail sales tax, gross receipts taxes, and selec-
tive sales taxes like taxes on gasoline and alco-
holic beverages. Forty-five states have a retail
sales tax, and 28 of those states also authorize
local retail sales taxes. Some states allow local
units to impose regressive local retail sales taxes.
Although there are conflicting views about
whether the property tax is regressive or progres-
sive, in either case the property tax is not tied

directly to taxpayers’ incomes, and therefore poor
people can be subject to relatively high property
tax burdens (whether they pay the tax directly or
through rents and prices). Finally, user charges,
such as tuition at public higher education institu-
tions, medical bills at public hospitals, and water
and sewer charges, are used in every state. These
charges also are more burdensome to the poor.
Because regressive revenue sources are used
extensively, the key to achieving overall tax eq-
uity in a state is to have a progressive personal
income tax that offsets the disproportionate bur-
dens placed on poor people by regressive taxes
and charges. Unlike sales and property taxes, the
income tax base can be adjusted according to
factors such as family size or medical expenses
that have a bearing on ability to pay. And the
flexible structure of the tax allows the state to
grant relief through personal and dependent ex-
emptions and the standard deduction, and to im-
pose a rate schedule that is graduated according to
taxpayers’ net incomes. These characteristics
permit the state to design income taxes that are
consistent with the ability-to-pay principle.

Charles D. Liner is the tax specialist at the Institute of
Government at the University of North Carolina at
Chapel Hill.
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North Carolina’s Taxes

I n North Carolina the personal income tax is
the largest single tax source for the state and
local governments combined. This tax produces
half of the state’s general fund revenue and more
than 28 percent of total tax revenue collected by
state and local governments. It produces more
revenue than the retail sales tax or the property
tax (but not more than retail and selective sales
taxes combined). In fact, North Carolina relies
more on the personal income tax than all but three
states (Delaware, Massachusetts, and Oregon).
Six states do not have a personal income tax, and
in seven other states the tax accounts for less than
10 percent of total state and local tax revenue.?

The state’s heavy reliance on the personal
income tax means that it relies less on other reve-
nue sources. Including both state and local reve-
nue sources, the state ranks 40th in reliance on
property taxes, 31st in reliance on user charges,
and 25th in reliance on retail sales and gross
receipts taxes.

7 hether North Carolina’s tax structure is
regressive or progressive is a question

of much debate. The Special Senate Commis-
sion on North Carolina Revenue Laws re-
ported in 1975 that the “tax system has a defi-
nite pattern of regressivity in overall terms,
with a range of near proportionality in the
middle income range.” In other words, the
state’s overall tax bite started at a high level
among low-income residents, dropped and
then flattened out for a broad range of middle-
income citizens, and then dipped again at the
highest income levels. The commission based
this conclusion on a study by James Wilde, an
economist at the University of North Carolina
at Chapel Hill. Wilde’s study examined the
state’s tax structure using a methodology
aimed at gauging its overall impact upon the
poor. For example, the study assumed that
corporate income taxes ultimately would be
paid by the consumer through higher prices,

Regressive, Progressive, or What?

—
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‘When comparing North Carolina’s tax struc-
ture in this way, at first glance it appears that
North Carolina’s structure favors poor people—
the state’s largest tax is not intended to impose a
tax liability on its poorest citizens and the state
relies less on sales taxes than half the states. Fur-
thermore, the state’s personal income tax is sub-
stantially progressive.®> In 1988 a family of four
with an income of $8,500 earned equally by both
spouses would owe taxes of $82, slightly less than
1 percent of its income, while a similar family
with an income of $66,000 would owe $3,132, or
4.7 percent of its income.* It is true that the poorer
family would pay a higher percentage of its in-
come in sales taxes—retail and utility sales taxes
together would amount to 2.6 percent of the
poorer family’s income and only 1.4 percent of
the wealthier family’s income. But even after
combining these taxes with income taxes, the
family with the lower income would still pay a
smaller percentage of its income than would the
higher-income family—3.6 percent compared
with 6.1 percent.

rather than by stockholders through reduced
earnings. When all of these sources of taxa-
tion were taken into account, Wilde found that
the state’s poorest citizens paid the largest per-
centage of their income in taxes. Wilde says
public finance experts disagree on who ulti-
mately pays such taxes as the corporate in-
come tax and the property tax, and how these
taxes are treated makes a big difference in
determining whether the state’s tax structure
is progressive or regressive. He also says the
proportion of revenue produced by the state
income tax has increased substantially since
the Senate panel’s study, while certain other
more regressive taxes have become less im-
portant as revenue producers. Wilde says he
would need to repeat the study to determine
whether the state’s tax structure remains as
regressive in 1989 as he found it to be in the
early 1970s.

—Mike McLaughlin




In addition, two recently enacted measures
have provided tax relief to lower-income taxpay-
ers. In 1985, the General Assembly authorized an
income tax credit—a general credit for low- and
moderate-income individuals—that is equivalent
to an increase in exemptions of as much as $833
for many low-income taxpayers.> (Even after the
credit, however, the income tax can fall on tax-
payers whose incomes are half the federal poverty
level). And during the same session, the General
Assembly exempted food stamp purchases from
the retail sales tax. For most poor families who
receive food stamps, this measure largely elimi-
nates the sales tax on food purchased for con-
sumption at home, although many income-eli-
gible households do not receive food stamps.

Aspects Unfavorable to the Poor
B ut several other factors should be consid-
ered in determining whether North
Carolina’s tax structure is fair to the poor. First,
although the state’s personal income tax is pro-
gressive, it imposes taxes at a lower income level
than in most states. Furthermore, erosion in the
value of personal exemptions and tax brackets

due to inflation continues to increase the taxes of
poor taxpayers more than it increases the taxes of

higher-income taxpayers. The result is that the
income tax now imposes relatively heavy taxes on
families below the poverty level, and the tax has
become less progressive.

The personal income tax was never intended

to fall on the poor at all. When the tax was
enacted in 1921, personal and dependents exemp-
tions sheltered the income of all but the well-to-
do. Increasingly, however, the tax has fallen on
the poor as well because exemptions and tax
brackets have not been adjusted sufficiently to
offset inflation. The head of household and
spousal exemptions were set at $2,000 and
$1,000, respectively, in the early 1920s. Those
exemptions have been increased only once—in
1979—and by only 10 percent. The dependents
exemption, which was $200 in 1921, was last
increased in 1979—to $800 effective in 1981.
The maximum standard deduction, set at $500 in
1953, was increased by 10 percent in 1979. Tax
brackets and rates have not changed since 1937.
The erosion in the value of exemptions, the
maximum standard deduction, and tax brackets
has transformed the income tax from a tax that
once fell only on the well-to-do to a tax that now
also falls on people well below the poverty level.
In 1970, a family of four with income equal to the
1970 poverty level ($3,968) would have been en-
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Carolina.

1988, p. 170.

titled to exemptions totaling $4,200, or 106 per-
cent of its income. Poor families cannot always
use the full value of their exemptions because
exemptions cannot exceed income, and in this
case the family would have owed taxes of $23.57,
or 0.6 percent of its income. By 1987, a family
of four at the 1987 poverty level ($11,612) would
have had exemptions totaling $4,900, equal to
only 42 percent of its income, and it would have
owed $191 (before applying the general credit),
or 1.5 percent of its income. Thus, while the
officially defined poverty level increased 193 per-
cent between 1970 and 1987, the income tax lia-
bility for families at that income level increased
710 percent. The general credit available to low
income taxpayers who do not receive food stamps
would have reduced the tax liability by $50 in
1987 (only $25 now, due to a 1988 amendment).
But even after applying the general credit, taxes
owed by a family at the poverty level would have
doubled to 1.2 percent of the family’s income, and
its tax bill would have increased by 498 percent.

Another indicator of income taxes on the poor
is the tax threshold—the income level at which
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Table 1. State Income Tax Thresholds for a One-Earner

Family of Four in 1988

Highest 10 States Lowest 10 States

California $18,100 Illinois $4,000
Mississippi 15,900 Indiana 4,000
Vermont 15,100 New Jersey 4,000
Rhode Island 15,100 Kentucky 4,300
New York 14,000 North Carolina 4,350*
Maine 13,000 Alabama 4,400
Maryland 12,900 Arkansas 5,600
South Carolina 12,800 Hawaii 5,900
North Dakota 12,800 Virginia 5,900
Nebraska 12,800 ** Montana 6,500

Figures do mot include tax credits offered to low income taxpayers in some states, including North

*A state’s tax threshold is the level of income at which a citizen begins owing income taxes. In North
Carolina, the true tax threshold for a one-earner family of four before the general tax credit is applied is
$4,222. This comparison overstates the tax threshold because it includes the maximum standard deduction of
$550. Many low-income taxpayers cannot take the maximum deduction because they do not earn enough
income. These taxpayers instead deduct 10 percent of their adjusted gross income.

**Four other states also have a $12,800 threshold: Minnesota, Kansas, Idaho, and Colorado.

Source: The Unfinished Agenda for State Tax Reform, National Conference of State Legislatures, November
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people begin to owe income taxes. In a recent
comparison of state income taxes on one-wage-
eamner families, the National Conference of State
Legislatures found that North Carolina’s tax
threshold of $4,350 for a one-earner family with
an income of $10,000 was lower than that of most
other states with state income taxes (See Table 1).
Furthermore, the amount of state income taxes
owed by a family of four with income of $10,000
was larger in North Carolina than in all states
except Kentucky.® Although the general credit
increases North Carolina’s tax threshold to $5,148
for a one-earner family of four (providing it does
not receive food stamps), only 11 states had
thresholds that low. Sixteen states had thresholds
above $8,000 and 12 had thresholds above
$10,000.

Another aspect of North Carolina’s tax struc-
ture that should be considered is that, although the
state relies less on sales taxes than many other
states, the sales taxes it uses are more burden-
some to the poor than those used in most states.
And since 1961 the trend has been for North
Carolina to rely more on sales taxes.



Tax Term Simplification

Carolina personal income tax:

Adjusted Gross Imcome — Income from
wages, salaries, and other sources of taxable
income, less deductions for certain expenses
incurred in earning income.

Personal Exemptions — Flat dollar amounts
allowed for taxpayers and dependents.
These exemptions are subtracted from gross
income in determining net taxable income.
Examples include $2,200 for one working
spouse or head of household, $1,100 for a
second spouse earning income, and $800 for
each dependent.

Personal Deductions — Certain personal ex-
penses that may be deducted from adjusted
gross income. Examples include interest
payments on a home mortgage, charitable
contributions, property tax payments, and
medical expenses. In lieu of itemizing de-
ductions, taxpayers are allowed to take a
standard deduction of 10 percent of adjusted
gross income, subject to a maximum of
$550. The standard deduction is often used
by renters and others who do not have a lot
of allowable expenses.

Net Taxable Income — The amount of taxable
income remaining after subtracting personal
exemptions and personal deductions from
adjusted gross income.

Tax Rate — A percentage to be applied to net
taxable income to determine a person’s tax
liability.

The following is a guide to sometimes confusing tax terminology, as applied to the North

Tax Bracket — A range of net taxable income
for which a specific tax rate applies.

Tax Threshold — The amount of gross in-
come that can be earned before a person
pays income tax. In general, the threshold is
the sum of the personal exemptions and the
standard deduction. In North Carolina, this
amount is $4,222 for a one-earner family of
four.

Tax Credit — A fixed amount that may be
deducted from tax liability to determine the
amount of tax actually owed. Tax credits
provide relief for certain expenditures in-
curred by the taxpayer. In addition, credits
may be used to target overall tax relief to
low-income taxpayers.

Progressive Tax — A tax is progressive when
the ratio of tax to income rises as income
rises.

Regressive Tax — A tax is regressive when
the ratio of tax to income falls as incomes
rise.

Source: Definitions of tax terms were provided by
David Crotts, chief tax analyst for the legislature’s
Fiscal Research Division, with the exception of the
definitions of progressive and regressive taxes.
These two definitions were taken from Joseph A.
Pechman and Benjamin A, Okner, Who Bears the
Tax Burden?, The Brookings Institution, Washing-
ton, D.C., 1974, p. 1.

—

The base of North Carolina’s retail sales tax
includes food purchases—which are exempted
from taxation in 28 states—and charges for
telephone, electricity, and natural gas services,
which are exempted in 32 states (eight states also
exempt sales of clothing).” Furthermore, utility
charges in North Carolina are taxed at a combined

rate of 6.22 percent under the retail sales and
utility franchise taxes, compared with the overall
state and local retail sales tax rate of 5 percent.
The 1985 exemption of food stamp purchases
provided substantial relief from sales taxes on
food purchases for those who receive food stamps.

North Carolina has increased greatly its reli-
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ance on the retail sales tax. In addition to adding
food sales to the tax base in 1961, the General
Assembly in 1971 also authorized local govern-
ments to levy a 1 percent retail sales tax. That
local rate was doubled with increases authorized
in 1983 and 1986. North Carolina’s combined
state and local rate of 5 percent equals the median
state rate and is levied on a base that is substan-
tially larger than that of most states because it
includes food purchases and utility charges.

Measures for Reducing Taxes on the

Poor
Even if there are no further increases in sales
taxes, taxes on the poor will continue to in-
crease disproportionately because inflation will
continue to erode the value of income tax exemp-
tions and tax brackets. The following are meas-
ures that might be considered as ways to reduce
the tax burden on the poor or to adjust the overall
tax structure to compensate for inflation, plus a
brief discussion of a proposal to replace the cur-
rent state income tax with a new tax based on the
federal income tax.
m Allow poor families to take full advantage of
existing exemptions. Many poor families cannot
take full advantage of the personal and depend-
ents exemptions to which they are entitled under
current law, because the law provides that the
spouse who claims the head-of-household exemp-
tion must claim all dependents exemptions ($800
for each dependent). Many poor heads of house-
hold do not have income sufficient to take full ad-
vantage of their exemptions and the standard de-

duction, and the spouse cannot claim the unused
portion of dependents exemptions. For poor
people, this provision negates the purpose of
dependents exemptions, which are intended to
adjust tax liabilities for family size—a poor fam-
ily with eight children could be liable for the same
amount of taxes as a family with the same income
and two children. This problem could be cor-
rected with relatively little revenue loss for the
state by allowing a spouse t0 claim the unused
portion of dependents exemptions.

® Increase the value of personal exemptions.
Exemptions are fundamentally important in
achieving overall tax equity under a personal in-
come tax. They shelter a minimum level of in-
come, thus keeping the poorest people off the tax
rolls. They also make the tax more consistently
progressive. Although exemptions have the same
absolute value for all taxpayers, the relative value
(the percentage of income they shelter) dimin-
ishes as income rises, and an increase in exemp-
tions provides a much greater proportionate re-
duction in taxes for low-income taxpayers than
for high-income taxpayers.

Increasing exemptions to offset inflation is
also important in maintaining the structure of the
income tax. If exemptions were to remain un-
changed as inflation continued, under the current
rate schedule most taxable income eventually
would be taxed at the highest rate, the rate sched-
ule would become in effect largely a flat rate
schedule rather than a graduated rate schedule,
and the tax would continue to become less pro-
gressive.

The problem with increasing exemptions as a

“While they’re standing in the welfare lines

Crying at the doorsteps of those armies of

salvation

Wasting time in the unemployment lines

Sitting around waiting for a promotion.”

—Tracy Chapman

“Talkin’ ’Bout a Revolution”

¢
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way to help poor people is that
such increases benefit all those
who pay state income taxes,
not just the poor, and therefore
cost much more in reduced
revenue growth than other
approaches. If exemptions
were doubled, for example, the
state would lose about $490
million a year in revenue, ac-
cording to the legislature’s
Fiscal Research Division. This
extra cost should be kept in
perspective, however, because
at the average growth rate of
collections over the past dec-
ade, revenue from the personal
income tax now increases
about $300 million each year.
Whether this approach
should be used depends on the
intended objective. If the ob-
jective is to maintain the over-
all equity of the income tax,
adjusting exemptions, perhaps
in small increments over a pe-
riod of time, would be appro-
priate. If, on the other hand,
the objective is to provide as
much tax relief to the poor as
possible for a given amount of
loss in revenue growth, other measures like low-
income tax credits would be more effective.
m Increase the standard deduction. Deductions
generally are more helpful to high-income tax-
payers than to low-income taxpayers. For ex-
ample, higher-income taxpayers are more likely
to own their homes, and as homeowners they can
deduct mortgage interest and property taxes. The
10 percent standard deduction (subject to a maxi-
mum of $550) is intended at least partially to
offset that advantage for higher-income taxpay-
ers. It can be taken only by taxpayers who do not
claim other deductions. North Carolina’s stan-
dard deduction, however, is lower than that of
most other states. Only three other states have a
percentage deduction that low, and others range
up to 20 percent.® Of the 24 states in 1986 that had
a maximum standard deduction, none was as low
as $550. In 18 states the deduction for individuals
exceeded $1,000; in 11 states it exceeded $2,000;
and in two states it exceeded $3,000. North
Carolina’s standard deduction could be doubled
to $1,100 at an annual cost (in lost revenues) of

approximately $30 million.
m Create low-income tax credits. Income-based
credits against income tax liabilities have the
advantage that they target tax relief only to low-
income taxpayers, and therefore they cost much
less in reduced revenue growth than increases in
exemptions or the standard deduction that provide
the same relief.

The primary disadvantage of this approach as
a means of providing tax relief to the poor is that
an income tax credit provides no relief to the
poorest citizens, who are not liable for income
taxes and therefore cannot use the credit. Only if
a credit is refundable—if the unused portion of
the credit is paid in cash—will credits benefit the
poorestcitizens. Another disadvantage is that this
approach—unlike increases in exemptions, the
standard deduction, or tax brackets—does noth-
ing to correct the long-term effects of inflation on
the overall equity of the income tax.

Despite their limitations, if income-based
credits are designed carefully they can be an

—continued on page 149
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Tax Fairness Commission Recommends
Restructuring of State Income Tax

The legislature’s Tax Fairness Study Com-
mission has recommended to the 1989 General
Assembly a number of measures aimed at cre-
ating a more equitable tax system. Chief
among these is a proposal to restructure the
current state individual income tax to conform
more closely to the federal system. By making
the change, the state would be adopting the
features of the Tax Reform Act of 1986 that
eliminated the federal tax on more than 6 mil-
lion poor families.

These measures include a $2,000 personal
exemption for each family member and a
$5,000 standard deduction for a married couple
in the 1989 tax year. Thus, a family of four
could earn $13,000 in income tax-free. By
adopting these changes at the state level, North
Carolina’s 3 million state income tax returns
could be trimmed by about a half million, says
David Crotts, the legislature’s chief tax ana-
lyst. “$13,000 is a high threshold,” says Crotts.
“You’re knocking a lot of people off [the tax
rolls).”

The Tax Fairness Study Commission’s rec-
ommendation is to begin the state tax calcula-
tion with federal net taxable income. Thus, the
state would be adopting federal rules on which
income is taxable, which personal expenses
may be deducted from gross income, and the
amount of personal exemptions. For a married
couple taking the standard deduction, the 5
percent rate would apply to gross income ex-
ceeding $13,000. The 8 percent rate would
apply to gross income exceeding $33,000.

For a family of four with two dependents in
which both spouses work, the proposal would
lead to a lower tax bill if the family had a gross
income of less than $45,000, according to the
legislature’s Fiscal Research Division. In
1988, less than 29 percent of North Carolina
families had income exceeding $45,000.

Revenue lost by removing poor families
from the tax rolls would be made up by in-
creased taxes on high-income taxpayers. A
family of four with $200,000 in income, for
example, would see its tax bill increase by 12.7

percent. Commission members say shifting
more of the state income tax burden to higher-
income citizens is justified because the tax
initially was intended to fall only on the well-
to-do. Inflation and a failure to adjust tax
brackets, deductions, and rates have resulted in
a state income tax threshold of less than half
the federal poverty line. “Theoretically, what
we did here is super because we are starting to
get away from the regressive features of the
North Carolina tax system,” says Sen. Marshall
Rauch (D-Gaston), co-chairman of the Tax
Fairness Study Commission, “The North Caro-
lina system has too much of a burden on low-
and middle-income citizens.”

The $13,000 tax threshold for a family of
four stands in sharp contrast to the current state
income tax, in which a one-earner family of
similar size would have a tax threshold of
$5,148 (or $4,222 without the low-income
credit). This is less than half the federal pov-
erty line of $11,612 for a family of four in
1987. In one analysis of state policies affect-
ing the poor, the Center on Budget and Policy
Priorities found that in North Carolina a family
of four earning $10,000 a year would owe state
income taxes of $252, the second highest tax
burden in the nation for a family of that income
level.!

The proposed 5 percent rate would apply to
married couples filing jointly and surviving
spouses with a net taxable income of $20,000
or less; heads of households earning $16,000
or less in taxable income; single taxpayers
earning $12,000 or less in taxable income; and
married taxpayers filing separately and earn-
ing $10,000 or less in taxable income (See
Table 2).

In addition, the restructured state income
tax system generally would track the federal
system so that taxpayers would not have to fill
out additional forms to claim state tax credits,
deductions, and exemptions. “The average
person on the street, that person is going to
benefit,” says Rauch. The proposal is designed
to be revenue-neutral, with the higher 8 per-

“
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Table 2. A Comparison of Current Tax and Restructured Tax
Proposed by the Tax Fairness Study Commission

Current Tax

Restructured Tax

EXEMPTIONS
$1,100 for single
2,200 for married ($3,300 if both work)
800 for dependents

STANDARD DEDUCTION
$550 maximum for each taxpayer

TAX RATES
All taxpayers:*
3 1- 2,000 3%
2,001- 4,000 4%
4,001- 6,000 5%
6,001-10,000 6%
10,000 & over 7%

* No joint retumns allowed

$2,000 each for self, spouse and dependents

$5,000 for joint return/surviving spouse
4,400 for head of household
3,000 for single individual
2,500 for married filing separately

Married filing jointly and surviving spouse:

$1-20,000 5%
20,001& over 8 %
Heads of households:
$1-16,000 5%
16,001& over 8%
Single individuals:
$1-12,000 5%

12,001& over 8%
Married filing separately:

$1-10,000 5%

10,001& over 8%

Source: Fiscal Research Division, N.C. General Assembly

cent rate supplanting revenue lost through the
higher tax threshold.

The commission also proposes eliminating
the intangibles personal property tax, a tax on
stocks, bonds, and certain accounts receivable
that is a bane to North Carolina’s businesses
and more affluent citizens. This action was
taken independently of the decision to recom-
mend restructuring the state income tax sys-
tem, but may make more palatable the pro-
posed income tax hike for higher-income citi-
zens. “Sometimes you’ve got to sweeten the
bitter dose,” says Rauch.

North Carolina is one of only eight states
which still have an intangibles tax in some
form. The others are Florida, Georgia, Indi-
ana, Kentucky, Michigan, Pennsylvania, and
West Virginia. Eliminating the intangibles
tax, however, would cost nearly $80 million in
tax revenue, and the state already faces a lean

budget year in 1989 because tax revenues have
fallen short of projections. Because it is a prop-
erty tax, intangibles tax is collected by the state
but returned to local government. In some of
the state’s more affluent counties, such as Polk,
the tax represents a substantial amount of local
revenue that keeps other property taxes rela-
tively low. In recent years, the General As-
sembly has made a practice of reimbursing
local government for any local revenue lost
through state changes in tax policy. Given this
tradition, state budget leaders have said the
revenue picture is too tight to consider elimi-
nating the intangibles tax this year. But the
study commission proposes that the loss be
recouped through a 3.5 percent surcharge on
corporate income tax bills and two additional
income tax brackets for the state’s wealthiest
citizens.

The commission decided that corporations
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and the affluent should make up the lost reve-
nue for two reasons: (1) they would be the
prime beneficiaries of the elimination of the in-
tangibles tax; and (2) their relative share of the
tax burden has declined during the last 20
years. “I know if we come up with a good,
sensible program, the Governor and the
Speaker will listen to the proposal,” says
Rauch. (For more on the intangibles tax, see
Sarah Denny Williamson, “Pro—The Intan-
gibles Tax, Why It Should Be Retained,” and
James Culberson, “Con—The Intangibles Tax,
Why It Should Be Repealed,” North Carolina
Insight, April 1985, Vol. 7, No. 4, pp. 8-15.)

Other tax adjustment proposals to benefit
lower-income citizens include creating a food
tax credit for low income citizens who do not
receive food stamps and increasing the income
tax credit for child care expenses. While food
purchases are exempted from the sales tax in
28 states, North Carolina imposes a combined
state and local tax of 5 percent. A 1988 study
by Citizens for Tax Justice of Washington,
D.C., ranked North Carolina 21st in the nation
in the sales and excise tax burden it places on
its poorest citizens. According to the study,
the poorest fifth of North Carolina residents
pay 5.6 percent of their income in sales taxes
and excise taxes such as the gasoline tax.

The study commission’s proposal would
allow a refundable income tax credit of $45 to
$75, depending on the number of exemptions
claimed, for families with a net taxable income
of less than $15,000. Crotts says the credits,
which would cost the state less than $10 mil-
lion a year, represent a rough approximation of
the amount these families pay in taxes on food
each year. Families which receive food stamps
throughout the tax year would not be eligible
for the credit because food stamp purchases are
exempt from the sales tax. The general tax
credit, which benefits all low-income house-
holds and is not targeted for food tax relief,
would be eliminated in lieu of higher exemp-
tions and deductions if the restructuring bill
passed.

(Gov. James G. Martin has offered a pro-
posal to raise salaries of teachers and other
state employess that could lead to a cut in the
food tax. Martin proposes that the 1989 Gen-
eral Assembly raise the sales tax by 1 percent.

“

This would increase state revenues by $510
million in the first year — enoungh, Martin
says, to implement his pay plan and cover part
of the cost, in lost revenues, of removing the
sales tax on food and non-prescription medi-
cine.)

The increase in the income tax credit for
child care, while not restricted to low-income
taxpayers, would benefit those poor people
who pay state income taxes and have depend-
ents in day care. The current child care tax
credit comes to 7 percent of the first $2,400 in
expenses for one qualifying dependent. Tax-
payers may claim the credit for up to $4,800 in
expenses if they have two or more dependents
in child care. The commission is proposing
that the credit be increased from 7 percent to 10
percent of expenses. Under this proposal, the
maximum credit would be $480. The esti-
mated annual cost of the proposal is $12 mil-
lion.

Although it does not have a direct impact
on the poor, one proposal by the commission is
of symbolic importance. Purchasers of motor
vehicles, boats, airplanes, and railway locomo-
tives currently get a tax break in the form of a2
percent sales tax and a $300 cap. The commiis-
sion proposed eliminating the cap, although it
stopped short of recommending that these pur-
chases be subjected to the full 5 percent state
and Jocal levy. Only one state, South Carolina,
has joined North Carolina in placing a cap on
the sales tax on motor vehicles, and only eight
states give purchasers of motor vehicles a re-
duced sales tax rate.? Eliminating the cap but
leaving the rate at 2 percent would increase
state general fund revenue by $28 million in
the first year alone.

—Mike McLaughlin

FOOTNOTES

Isaac Shapiro and Robert Greenstein, “Holes in the
Safety Nets, Poverty Programs and Policies in the States,
North Carolina,” Center on Budget and Policy Priorities,
Washington, D.C., Spring 1988, p. 14.

2States which have a reduced sales tax rate for motor
vehicle purchases are: Alabama, Mississippi, Missouri,
New Mexico, North Carolina, South Dakota, Tennessee,
and Virginia. Source: N.C. General Assembly’s Fiscal
Research Division.
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effective means of providing tax relief to low-in-
come taxpayers. For example, a vanishing credit
can be designed which diminishes as income in-
creases, so that the most relief is offered to the
poorest taxpayers, and there are no sudden jumps
in tax liability when a threshold is crossed. Sud-
den jumps in tax liability for taxpayers are the
chief drawback to no-tax floors, which provide
that taxpayers below a certain income level, such
as the federal poverty line, are not liable for taxes.

If adequate procedures are set up to provide
refunds, credits can offset the disproportionate
effects imposed by other taxes. For example,
such credits can be used, as they are in several
states, to compensate for the regressive effects of
sales taxes, or they can be used to provide a limit
on property taxes as a percentage of income
(similar in effect to so-called circuit-breakers
used in many states to prevent property taxes from
exceeding ability to pay).

North Carolina adopted one of the nation’s
first tax credits for low-income citizens in 1985.
When first enacted, the credit was based on the
separate incomes of married spouses. This meant
that some high-income couples could benefit from
it—one spouse who earned $10,000 would qual-
ify even if the other spouse earned $100,000, or
even more. Furthermore, the amount of the credit

available to families with the same income dif-
fered according to the spouses’ share of earnings.

To close this loophole that allowed some
high-income taxpayers to benefit from the credit,
the 1988 General Assembly based eligibility of
married spouses on their combined incomes and
personal exemptions. This change also reduced
by as much as half the credit available to low-
income married couples. Doubling the maximum
credit would restore this loss and cost the state
$28 million in annual tax revenue.
m Reduce the burden of sales taxes on the poor.
Two approaches can be used to reduce the dispro-
portionate burden of sales taxes on the poor. First,
certain items like food, utility services, or cloth-
ing could be exempted from taxation. However,
exempting food purchases and utility charges
from retail sales taxes would result in $425 mil-
lion in annual revenue losses, and most of that
reduction would benefit moderate- and high-in-
come taxpayers (although the poor would benefit
more in relation to income). Furthermore, while
such exemptions would reduce the regressivity of
the retail sales tax somewhat, the sales tax overall
still would be regressive.

The second approach is to offset the effects of
sales taxes on the poor through use of refundable
income tax credits. (The Tax Fairness Study
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“Once I built a railroad, made it run.

Made it race against time;

Once I built a railroad, now it’s done;

Buddy, can you spare a dime?”

from “Brother Can You Spare A Dime?”

the federal tax uses a different ap-
proach in defining how income must
be reported, married couples are al-
lowed to file joint returns. North
Carolina treats the individual as the
reporting unit and therefore does not
permit joint returns. The current tax
rates are applied to separate taxable
incomes of spouses. To achieve eq-
uity between different kinds of tax-
payers, the single tax rate schedule of

by Harburg & Gorney the current tax would have to be re-
placed by different rate schedules,
4 one for each type of tax status. That

is, there would be separate schedules

Commission has proposed a food tax credit rang-
ing from $45 to $75 for low income people who
do not receive food stamps. The cost is estimated
at less than $10 million a year. For more on this
proposal, see sidebar, page 146.) Ideally, such
credits, if based on a sliding scale, would convert
a regressive sales tax to a progressive tax in the
lower range of incomes. The main problem with
this approach is that many poor families would
not file the forms necessary to obtain the refund of
the unused portion of their credit. State and local
agencies would have to undertake special meas-
ures to get poor people who do not file income tax
returns to apply for the credits. Experience in
other states indicates that it takes a number of
years for a majority of eligible families to seek the
credit.?
® Adopt the federal definition of taxable income.
The Tax Faimess Study Commission has recom-
mended that the 1989-1990 General Assembly
replace the present income tax with one based on
federal laws that define taxable income. This
would mean adoption of the much higher personal
exemptions and standard deductions allowed un-
der federal law.

Under the proposal, the starting point for cal-
culating taxable income for North Carolina re-
turns would be the amount of taxable income as
defined on the taxpayer’s federal income tax re-
turn. The amount would be adjusted by certain
additions or subtractions authorized by law (for
example, the General Assembly might allow per-
sons retired from the military to subtract the ex-
clusion they receive under current law).

After adjusted federal taxable income is cal-
culated, tax liability would be determined by ap-
plying a new income tax rate schedule. Because
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for married couples filing jointly,
married couples filing separately,
heads of household, and single taxpayers. For
married couples, the tax rate would be 5 percent
on taxable income of $20,000 or less and 8 per-
cent on taxable income above that amount. For
taxpayers claiming a different filing status, the
rates would remain the same but the break would
come at different income levels.

Earlier proposals to base the state tax on the
federal tax were promoted primarily as a means of
simplifying tax filing—most record keeping and
calculations of deductions would be the same for
both federal and state purposes. But the more
important and more fundamental effect would be
to increase substantially the amount of exemp-
tions and the standard deduction and therefore to
make the tax much more progressive, especially
for people of low and middle incomes. North
Carolina’s separate exemptions for heads of
household, spouses, and dependents would be
replaced by a single federal exemption that ap-
plies to taxpayers and dependents. Exemptions
would increase to $2,000 for taxpayers and de-
pendents. The standard deduction—now a maxi-
mum of $550 for heads of household and single
taxpayers and $1,100 for working married
couples—would be $3,000 for single taxpayers,
$4,400 for heads of household, and $5,000 for
married couples filing jointly. A one-earner fam-
ily of four would have a tax threshold of $13,000,
well above the federal poverty line for a family of
that size and more than three times the current tax
threshold of $4,222.

Increasing exemptions and the standard de-
duction would benefit all taxpayers, not just low-
income taxpayers, so the cost in lost revenue from
those increases would be substantial without some
offsetting change. The proposed tax package is




supposed to be revenue neutral, with the cost of
higher exemptions and standard deductions offset
by changing the rate schedule. According to the
legislature’s Fiscal Research Division, working
married couples with two dependents and com-
bined incomes below about $45,000 would pay
less tax, and those taxpayers with the lowest in-
comes would have the largest percentage tax re-
ductions. Working married couples with com-
bined income of $57,500 would pay about 7 per-
cent more, while those with a combined income of
$118,000 would pay 12 percent more.

The net result would be to make the state’s
income tax much more progressive at the lower
end of the income range and slightly more pro-
gressive at the upper end. The increase in pro-
gressivity at lower and middle incomes is due
mainly to the increased exemptions and standard
deductions, but the proposed rate schedule actu-
ally is not as graduated as the present rate sched-

ule of 3 to 7 percent. High income taxpayers
would pay 8 percent rather than 7 percent on most
of their taxable liability, but their taxable income
would be somewhat less because of the higher
exemptions.

The increased progressivity that would result
from the change can be seen by comparing esti-
mated changes in tax liability as a percent of gross
income for three four-member families with gross
incomes of $13,280, $57,500, and $236.,000.
According to the legislature’s Fiscal Research
Division, these families would pay 1.4, 4.6, and
5.6 percent of their gross incomes under the cur-
rent system. Under the proposed system the per-
centages would change to 0.1, 5, and 6.4 percent.
(See Table 3 for a comparison of tax liabilities
under existing state personal income tax and pro-
posal by the Tax Fairness Study Commission.)

What would be the advantages of the pro-
posed system? The main benefit would be that the

Table 3. 1988 State Personal Income Tax Liability
and Liability Under 1989 Tax Fairness Study Commission Proposal
Gross Income $10,000 $ 20,000 $ 40,000 $ 80,000 $200,000
Tax Liability o

Single:

Current $ 315 $ 988 $ 2118 $ 4,610 $ 12,506

Proposed 250 840 2,346 5,256 14,328

% Change -20.6 % -150% 10.8 % 14.0% 14.6 %
Head-of-Household, Two Dependents:

Current 3 223 3 876 $ 1978 $ 4,498 $ 12,254

Proposed — 480 1,888 4,820 13,744

% Change -100.0 % -45.2 % -4.6 % 72 % 12.2%
Married, Two Workers, No Dependents:

Current $ 207 $ 699 $ 1,821 $ 4,369 $ 12,069

Proposed 90 550 1,880 4904 13,784

% Change -56.5% 213 % 32% 122 % 14.2 %
Married, One Worker, Two Dependents:

Current $ 98 $ 876 $ 1,950 $ 4,442 $ 12,114

Proposed — 133 1,560 4,480 13,320

% Change -100.0% -84.8 % -20.0% 9% 10.0 %
Married, Two Workers, Two Dependents:

Current $ 223 $ 604 $ 1,653 $ 4,145 $ 11,817

Proposed — 350 1,560 4,480 13,320

% Change -100.0 % -42.1 % -5.6 % 8.1% 12.7 %
Source: Fiscal Research Division, N. C. General Assembly
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changes would correct the past effects inflation
has had in reducing the value of exemptions, the
standard deduction, and tax brackets, and there-
fore would make the income tax more progres-
sive. If the change could be made with the pro-
posed rate schedule, it could be implemented
without unduly increasing the amounts of taxes
owed by moderate- and high-income taxpayers,
and the highest marginal tax rate would increase
by only 1 percent. If the changes were in fact
revenue neutral, relief could be provided to lower-
income taxpayers without having to increase other
taxes or reduce the state’s revenue. In addition,
filing tax returns would be simplified.

But there are potential drawbacks to the pro-
posed change, aside from the objections likely to
come from higher-income citizens who will have
higher tax liability. Income tax revenues proba-
bly would not grow as fast as in the past, because
there would be fewer rate brackets and the rate
structure would be less graduated than under the
current system, meaning less bracket creep due to
inflation. And by adopting the federal definition
of taxable income, North Carolina would be using
provisions enacted by Congress rather than the
General Assembly. Changes in federal provi-
sions, such as the major tax reforms of 1986,
would affect state revenue. Some of these federal
changes might be offset by authorized adjust-
ments, though perhaps at the expense of simpli-
fied filing.

The proposed change seems appealing be-
cause it would increase the progressivity of the
tax and simplify tax return filing. But the effects
of the change on different kinds of taxpayers and
onrevenue are unknown. Using the federal tax as
a base involves more than simply an increase in
exemptions and standard deductions and easier
filing of returns. The federal tax is based on a
different kind of reporting unit and allows joint
returns. The approach used in the present state tax
does not permit joint returns. Which approach is
best is debatable, but a shift to the federal ap-
proach can result in substantially different effects
among taxpayers. Inequities between different
types of taxpayers at comparable income levels
can result if the tax rate schedules are not set
carefully.

A Growing Burden

orth Carolina’s growing reliance on sales
N taxes has increased the disproportionate bur-
den of those taxes on the poor. Erosion in value of
exemptions, the standard deduction, and tax
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brackets has increased income taxes on the poor
and reduced the progressivity of the income tax.
Recently adopted measures like the exemption of
food stamp purchases from the retail sales tax and
the general credit for low-income taxpayers have
provided some relief for the poor. However, in-
come taxes on the poor will continue to increase
unless changes are made to offset the effects of
inflation. As a result, the effectiveness of the
income tax in achieving overall equity according
to the ability-to-pay principle will continue to be

eroded. ™1

FOOTNOTES

1State Government Finances in 1986, U.S. Department
of Commerce, Bureau of the Census, Table 58, p. 89.

*The six states with no personal income tax are Florida,
Nevada, South Dakota, Texas, Washington, and Wyoming.
The seven states in which the tax accounts for less than 10
percent of total state and local tax revenue are Alaska,
Connecticut, Louisiana, New Hampshire, New Mexico,
North Dakota, and Tennessee. Sources: State Government
Finances in 1986, Table 6, pp. 10-13, and Government
Finances in 1985-1986, Table 29, pp. 46-97, both publica-
tions by U.S. Department of Commerce, Bureau of the Cen-
sus.

3Although North Carolina’s highest personal income tax
rate of 7 percent applies to taxable income in excess of
$10,000, the state does not permit joint returns. Thus, a two-
eamer family of four with income divided equally between
the spouses would pay the full 7 percent rate only for house-
hold income in excess of $26,000 (includes head of house-
hold and spousal exemptions totaling $3,300, plus exemp-
tions of $800 each for two dependents, and standard deduc-
tions of $550 each for the two taxpayers). According toN.C.
Department of Revenue data, only 39 percent of taxpayers
who filed returns for tax year 1986 had taxable income in
excess of $10,000 so that at least part of their income was
taxed at the full 7 percent rate.

“Tax estimates are based on hypothetical families whose
income and spending patterns are derived from data from the
U.S. Bureau of Labor Statistics, Survey of Consumer Expen-
ditures.

’G. S. 105-151.16. As amended by Chapter 1039 of the
1988 Session Laws, the credit is based on combined income
and personal exemptions of married couples. If income less
personal exemptions is less than $5,000, then the credit is
$25; the credit is $20 if income is $5,001 10 $10,000, and $15
if income is $10,001 to $15,000. Recipients of food stamps
and certain others such as those in prison or in a hospital for
more than six months of the tax year are not eligible.

Steven D. Gold, State Tax Relief for the Poor, National
Conference of State Legislatures, Denver, Colo., April 1987,
Table 3-1, pp. 34-35.

"Comparisons of tax provisions are from the Advisory
Commission on Intergovemmental Relations, Significant
Features of Fiscal Federalism, 1987 edition, Washington,
D.C., Table 50, pp. 56-57.

8Gold, op. cit., Table 3-5, p. 46. The three states are
Delaware, Arkansas, and West Virginia.

%Steven D. Gold, The Unfinished Agenda for State Tax
Reform, National Conference of State Legislatures, Denver,
Colo., November 1988, p. 170.
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Resources

Many resources on state policy on poverty
appear in the footnotes to the articles in thisissue.
Listed below are some of those resources, plus
others which provide important background ma-
terial both on poverty policy in general and North
Carolina’ s specific poverty problems.

Resources on Poverty in General

A Blueprint for the Future: Poverty or Pros-
perity Among North Carolina’s Families, the
North Carolina Association of County Directors
of Social Services, April 1987. This report in-
cludes major policy statements from a 1987 con-
ference on welfare reform held by directors of
social services.

1980 Census of Population, Volume 1, Char-
acteristics of the Population, Chapter C, General
Social and Economic Characteristics, Part 35,
North Carolina. U.S. Department of Commerce,
Bureau of the Census, June 1983. Contains help-
ful and most recent compilation of statistics on the
number of poor persons in North Carolina.

“Center Reports: Profiles in Poverty,” a one-
hour videotape by the UNC Center for Public
Television and the N.C. Center for Public Policy
Research, broadcast Jan. 25, 1989. This television
program was based on this issue of Insight. Cop-
ies of the videotape may be purchased from UNC
Television for $45. Call (919) 737-2853 or write
to UNC Television, Box 8601, Raleigh, N.C.
27695.

The Changing Face of Poverty, by the N.C.
Department of Natural Resources and Community
Development, 1983, This report indicates that
poverty is on the increase—particularly among
women and children—and that solutions are be-
coming more difficult.

Examining Poverty, by Andrew W. Dobel-
stein, North Carolina Poverty Project, 1987. A
review of studies on poverty and poverty pro-
grams from 1960-1985. The N.C. Poverty Project
has published numerous useful pamphlets and
materials that focus on various aspects of poverty
in North Carolina.

on Poverty

Holes in the Safety Nets, Poverty Programs
and Policies in the States: National Overview, by
Isaac Shapiro and Robert Greenstein, Center on
Budget and Policy Priorities, Washington, D.C,,
1988. A national analysis of government spend-
ing programs and policy issues that have an im-
pact on low- and moderate-income Americans.
This report was accompanied by analyses for each
of the 50 states.

Holes in the Safety Nets, Poverty Programs
and Policies in the States: North Carolina, by
Isaac Shapiro and Robert Greenstein, Center on
Budget and Policy Priorities, Washington, D.C.,
1988. An analysis of government spending pro-
grams and policy issues that have an impact on
low- and moderate-income North Carolinians.
This report accompanies a national overview on
the same subject.

How the Poor Would Remedy Poverty, by the
Coalition on Human Needs, Washington, D.C.,
1988. A review of information gained from inter-
views with low-income people (including several
individuals from northeastern North Carolina)
from around the United States.

North Carolina’s Present and Future Poor,
The North Carolina Fund, 1966. This report,
while dated, provides valuable demographic ma-
terial on poverty in North Carolina during 1965—
just as the federal War on Poverty was getting
under way.

North Carolina State Data Center Technical
Report, Summary Statistics for Selected Areas:
1980 Census of Population and Housing. Office
of State Budget and Management, Research and
Planning Services, August 1983. Contains useful
statistics on poverty in North Carolina.

North Carolina Today: A State of Emergency,
A State of Grace, A State of Anticipation, by
Jonathan P. Sher, Small Business and Technology
Development Center, University of North Caro-
lina, Chapel Hill, March 1988. A look at North
Carolina’s poverty in the past, present, and future,
this report was prepared for the N.C. Association
of Educators.
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The Other America—Poverty in the United
States, by Michael Harrington, Penguin Books,
New York, 1962. This pivotal book on poverty in
America had a profound impact on the course of
the so-called War on Poverty.

Povertyin the East: Shared Ownership in the
Problems and Solutions, N.C. Poverty Project,
October 1988. This report, directed by the Eastern
North Carolina Poverty Committee, examines
seven interrelated aspects of poverty in 41 eastern
North Carolina counties.

The Public's Perspective on Social Welfare
Reform, by Keith Melville and John Doble for The
Public Agenda Foundation, New York, January
1988. This study features the results of surveys of
the public’s impression of the poverty problem
and proposed reforms.

The Truly Disadvantaged—The Inner City,
the Underclass, and Public Policy, by William
Julius Wilson, The University of Chicago Press,
1987. This book examines urban poverty and
challenges liberal and conservative ideas about
these problems.

“The Unfinished War,” by Nicholas Leman,
The Atlantic, December 1988 (pp. 37-56) and
January 1989 (pp. 52-68). This two-part series
presents “an inside look at how personal enmity,
political calculation, and policy misjudgments
prevented any effective prosecution of the War on
Poverty by either Lyndon Johnson or Richard
Nixon.”

Within Our Reach: Breaking the Cycle of
Disadvantage, by Lisbeth B. Schorr with Daniel
Schorr, Anchor Press/Doubleday, New York,
1988. This book examines the social conse-
quences of the United States’ efforts to deal with
poverty.

Children and Families in Poverty

America’s Shame, America’s Hope—Twelve
Million Youth At Risk, by MDC Inc. of Chapel
Hill, for the Charles Stewart Mott Foundation,
July 1988. A report on the estimated 12 million
at-risk youth in America who are socially, ra-
cially, and economically disadvantaged.

The 1988 Children’s Audit Of North
Carolina’s 100 Counties. Prepared by the North
Carolina Child Advocacy Institute, August 1988.
This report examines the demographics of child
poverty, health care, child abuse, and other issues
relating to children in each of the state’s 100
counties. Other major reports by the N.C. Child
Advocacy Institute are:

Children and Dollars—The North Carolina
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Children’ s Budget 1987. March 1987. This
report examines state spending and financing
patterns for more than 100 different programs
designed to benefit North Carolina’s children.

The Children’s Index, 1988. This brief report
(eight pages) contains 30 indicators of the
well-being of North Carolina’s children.

The State of the Child in North Carolina—1988.
The report examines poverty and families,
troubled children, education, child care,
health care, and children in court.

A Directory of Child Advocacy Groups in
North Carolina, by the North Carolina Depart-
ment of Administration, Spring 1988. This report
contains listings of private and public organiza-
tions that deal with some aspect of public policy
for children.

The Forgotten Half: Pathways To Success
For America’s Youth And Young Families, the
final report on Youth and America’s Future, by
the William T. Grant Foundation Commission on
Work, Family and Citizenship, November 1988.
This new study focuses on the demographics of
youth in poverty in America, especially the esti-
mated 20 million college-age youth who will not
go to college.

Poor Suppori: Poverty in the American Fam-
ily, by David T. Elwood, Kennedy School of
Government, Harvard University, December
1988. This book reviews welfare reform applying
the viewpoints of both conservative and liberal
thinking on poverty and the family.

“Public Policy Issues Impacting Families in
North Carolina,” by Meyressa H. Schoonmaker,
in NCC-LAW, newsletter of The North Carolina
Center for Laws Affecting Women, Report
XXXIII, Winter 1988, p. 4. This article addresses
the impact of certain public policy decisions on
the family, including poor families headed by
women.

Education and Literacy

Adult Functional Literacy in the South: Pro-
gram Responses and a Proposal for a Regional
Approach, prepared by the Southern Growth Poli-
cies Board, November 1988. Brief report examin-
ing adult literacy programs in the South and pro-
posals for improvements.

The Bridge to the Next Century, a commen-
tary by the MDC Community College National
Advisory Panel for the Commission on the Future
of the North Carolina Community College Sys-
tem, Chapel Hill, May 1988. A report on the
mission, design, and performance of the N.C.




community college system, which has responsi-
bility for literacy programs and adult basic educa-
tion.

A Community Based Study of Adult Literacy
in North Carolina, prepared by the Center for
Urban Affairs and Community Services, N.C.
State University, May 1988. Report examines
adult literacy training programs in North Carolina
and makes recommendations for their improve-
ment.

An Evaluation of Adult Basic Education Pro-
grams in North Carolina, prepared by the Center
for Urban Affairs and Community Services, N.C.
State University, 1988. This study evaluates ABE
programs in the state’s community college sys-
tem.

Meeting the Economic Challenge of the
1990s: Workforce Literacy in the South, prepared
by Richard A. Mendel, MDC Inc., for the Sunbelt
Institute, September 1988. This report examines
the nature and extent of workforce literacy in the
South, and its effect on the region’s economy.

1988 North Carolina High School Dropout
Follow-Up Study, Research Memorandum 74, by
Jama Grund, John Larus, and Mark Appelbaum,
The L.L. Thurstone Psychometric Laboratory,
UNC-Chapel Hill, June 28, 1988. Study focuses
on the demographics of North Carolina’s high
school dropouts and explores factors contributing
to dropout rates.

Study of School Dropout Factors in the Sec-
ondary Schools of North Carolina, prepared by
Research and Evaluation Associates Inc. of Wash-
ington, D.C. and Chapel Hill for the Joint Legisla-
tive Commission on Governmental Operations of
the N.C. General Assembly, Vol. 1, “Literature
Review”, May 31, 1988; and Vol. 2, “A Compari-
son of Eight High and Low Dropout Schools,”
July 14, 1988.

Thinking for a Living: A Blueprint for Educa-
tional Growth, by the Public School Forum of
North Carolina, Dec. 13, 1988. A report drawn by
business, government, and education leaders rec-
ommending more flexibility for teachers in ex-
change for making them accountable for student
success, including at-risk students from poor
backgrounds.

Income and Taxation

Analysis of 1988 Benefit Levels in the Pro-
gram of Aid to Families with Dependent Chil-
dren. Prepared by the Center on Social Welfare
Policy and Law, March 1988. This short report
examines how AFDC benefit levels have failed to

supply the income needs of families with depend-
ent children. Additional helpful reports by the
Center include:

Beyond the Myths: The Families Helped by the
AFDC Program, Second Edition, by Barbara
Leyser, Adele M. Blong, and Judith A. Riggs,
Center on Social Welfare Policy and Law,
1985.

Quality Control in Public Assistance: Victimiz-
ing the Poor Through One-Sided Account-
ability, by Timothy J. Casey and Mary R.
Mannix, Center on Social Welfare Policy and
Law, October 1988.

Money, Income and Poverty Status in the
United States: 1987. Prepared by the U.S. Depart-
ment of Commerce, Bureau of the Census, August
1988. This report gives advanced data from the
March 1988 Current Population Survey conducted
by the Census Bureau.

The Next Frontier: Relieving State Tax Bur-
dens on the Poor. Prepared by David Kahan and
Robert Greenstein of the Center on Budget and
Policy Priorities, Washington, D.C., April 1987.
Examines proposals for alleviating taxes on the
poor.

Nickels and Dimes: How Sales and Excise
Taxes Add Up in the 50 States. A joint report of
the Citizens for Tax Justice and the Institute on
Taxation and Econmomic Policy, Washington,
D.C., March 1988. This report examines the ex-
tent of the tax burden on the poor in each of the
states.

Report of the Select Legislative Committee on
Tax Fairness to the 1989 N.C. General Assembly,
January 1989. This report contains proposals for
changing North Carolina’s tax structure to con-
form more closely to the federal tax system and to
relieve some of the tax burden on the poor. A
Summary Report is also available.

Smaller Slices of the Pie—The Growing Eco-
nomic Vulnerability of Poor and Moderate In-
come Americans. Prepared by the Center on
Budget and Policy Priorities, November 1985.
This report focuses on the national debate over
poverty and economic vulnerability in America.

Health Care

Comparing the Performance of For-Profit
and Not-For-Profit Hospitals in North Carolina,
by Marianne M. Kersey, Lori Ann Harris, and Ran
Coble, with Melissa Jones, N.C. Center for Public
Policy Research, March 1989, $44.50. Chapter 2,
“The Performance of For-Profit and Not-For-
Profit Hospitals in Providing Health Care for the
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Medically Indigent,” is particularly helpful. Call
(919) 832-2839, or write to N.C. Center, P.O. Box
430, Raleigh, N.C. 27602, to order.

Health Care for the Uninsured Poor of North
Carolina, by Patricia M. Danzon and C. Johnston
Conover, Center for Health Policy Research and
Education, Duke University, Durham, August
1985.

Report of the Indigent Care Study Commis-
sion to the 1989 General Assembly, February
1989. This independent study commission report
examines the problems of indigent health care in
North Carolina and makes recommendations to
the 1989 legislature.

Job Training

The Climate for Workers in the United States,
Second Biennial Report from the Southern Labor
Institute, a project of the Southern Regional Coun-
cil, Atlanta, Ga., 1988. A report on the problems
of economic development in a region of low wages
and poor working conditions.

Getting Ahead: What Poor People Think
About Their Chances of Earning Their Way Out
of Poverty, by ] M. Foster, Peter D. Hart Research
Associates Inc., for the Greater Washington Re-
search Center, 1988. A short report summarizing
interviews with the poor on their prospects for
getting a job and getting out of poverty.

“Job Training Partnership Act: Participants,
Services, and Outcomes,” testimony of Lawrence
H. Thompson, Assistant Controller, U.S. General
Accounting Office, before the U.S. House of Rep-
resentatives Committee on Education and Labor,
Sept. 29, 1988. Testimony concludes that JTPA
has not reached the most difficult-to-train per-
sons, but has concentrated more on those persons
who might have gotten jobs without JTPA serv-
ices.

JTPA in a Nutshell: A Primer on the Job
Training Partnership Act Program in North
Carolina. Prepared by the Division of Employ-
ment and Training, N.C. Department of Natural
Resources and Community Development. A short
primer on the JTPA in North Carolina.

Operational Audit Report, North Carolina
Job Training Partnership Act Program, Decem-
ber 1986, by the Office of State Auditor. This
report examines North Carolina’s JTPA program
and makes recommendations for improving the
administration of job training programs.
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State Administered Employment and Train-
ing Programs: An Inventory of JTPA Related Pro-
grams, Office of State Budget and Management,
May 1986. A compendium of state job training
programs under the Job Training Partnership Act.

Organizations

Center on Budget and Policy Priorities, 236
Massachusetts Avenue, N.E., Suite 305, Wash-
ington, D.C. 20002 (202) 544-0591.

Center on Social Welfare Policy and Law,
1029 Vermont Avenue, N.W., Suite 850, Wash-
ington, D.C. 20005 (202) 347-5615.

Center for Urban Affairs and Community
Services, N.C. State University, Campus Box
7401, Raleigh, N.C. 27695-7401 (919) 737-3211.

Coalition on Human Needs, Executive Direc-
tor, Susan Rees, 1000 Wisconsin Avenue, N.W.,
Washington D.C. 20007 (202) 342-0726.

Legal Services of North Carolina, Inc.,
Richard M. Taylor Jr., Executive Director, P.O.
Box 26087, Raleigh, N.C. 27611 (919) 832-2046.

MDC, Inc., George Autry, President, 1717
Legion Road, Chapel Hill, N.C. 27514 (919) 968-
4531.

North Carolina Child Advocacy Institute,
John Niblock, President, 1318 Dale Street, Suite
110, Raleigh, N.C. 27605 (919) 834-6623.

North Carolina Council of Churches, Collins
Kilburn, Executive Director, Bryan Building,
201A-Cameron Village, Raleigh, N.C. 27605
(919) 828-6501.

North Carolina Hunger Coalition, Blanche
Lyons, Coordinator, P.O. Box 27842, Raleigh,
N.C. 27611 (919) 828-9631.

North Carolina Legal Services Resource
Center, Don Saunders, Executive Director, P.O.
Box 27343, Raleigh, N.C. 27611 (919) 821-0042.

North Carolina Poverty Project, J. Gordon
Chamberlin, Executive Director, 515 College
Road, Suite 20A, Greensboro, N.C. 27410 (919)
299-6861.

Southern Growth Policies Board, Jesse
White, Executive Director, 5001 South Miami
Boulevard, P.O. Box 122293, Research Triangle
Park, N.C. 27709 (919) 941-5145.

State Council for Social Legislation, Roslyn
S. Savitt, Director, 4504 Wilkes Street, Raleigh,
N.C. 27609 (919) 781-5313.

The Sunbelt Institute, 600 Maryland Avenue,
SW, Suite 255, Washington, D.C. 20024 (202)
554-0201. 1" u



IN THE EXECUTIVE BRANCH

The Lieutenant Governorship in North
Carolina: An Office in Transition

by Ran Coble

In this regular department, Insight examines an
aspect of policymaking by the executive branch.
This column focuses on the powers and duties of the
office of Lieutenant Governor, which is undergoing
a transition in 1989.

G eorge Santayana once said, “Those who can-

not remember the past are condemned to re-
peatit.” And the past is instructive in what it dis-
closes about how North Carolina has treated Re-
publicans who break Democratic strings of suc-
cession in office.

North Carolina’s first Republican Lieutenant
Governor was Tod R. Caldwell of Burke County,
who became Governor when a Democratic major-
ity in the N.C. General Assembly impeached Gov.
William W. Holden in 1871. Holden was the
state’s first Republican governor, and Caldwell
became the second. The legislature then stripped
Governor Caldwell of many powers, leaving him
with a staff of one.! One hundred and eighteen
years later, history has proved a prophet as the
state’s fourth Republican Lieutenant Governor,?
James C. Gardner, has been stripped of important
powers which had been vested in the Lieutenant
Governor for decades. With 37 of the N.C.
Senate’s 50 members, the Democratic majority
stripped or took back—the explanation depending
on one’s party affiliation—the power to assign
bills to committee and the power to appoint com-
mittees and committee chairmen.

Why is this important to North Carolina’s
citizens? How has the office of the Lieutenant
Governor evolved in the last 30 years? And how

do the powers of North Carolina’s Lieutenant
Governor compare with those of other states?

The Evolution of the Office of
Lieutenant Governor

Calvin Coolidge wasn’t Lieutenant Governor
in North Carolina, but he might as well have been
in the first S0 years of this century, because the
office had few powers and few duties. When
Coolidge was Lieutenant Governor of Massachu-
setts, he once was asked what he did for a living
by a matron who did not recognize him. Coolidge
replied, “I'm Lieutenant Governor,” and the lady
promptly asked him to tell her all about it. “I just
did,” answered the taciturn Coolidge.?

Up until about 1968, some Tar Heel Lieuten-
ant Governors might have concurred with Silent
Cal’s assessment of the office as unfulfilling or
frustrating. But in the last 20 years, the office of
Lieutenant Governor has been transformed into
one of great power and opportunities, centered
not so much within the executive branch as within
the legislative branch.

Picking transition points is an iffy proposi-
tion, but let’s choose three—1973, 1980, and
1988. Before 1973, the office of Lieutenant Gov-
ernor was part-time (at least in salary; the job paid
$5,000 a year, though the officeholder was lieu-
tenant governor all the time), came with a staff of

Ran Coble, a former legislative staff member, has been
executive director of the N.C. Center for Public Policy
Research since 1981.
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two (having a staff at all was a recent innovation),
and an office budget of $12,000. In 1973, the first
Republican Govemnor to be elected in the 20th
century, James E. Holshouser Jr., took office, and
the Democratic majority in the General Assembly
felt the need to elevate the stature of its highest

“

Table 1. Appointments of the N.C. Lieutenant Governor to Boards and
Commissions in the Executive Branch: Where the General Assembly Appoints
Upon the Recommendation of the Lieutenant Governor

state-level officeholder, Lt. Gov. James B. Hunt
Jr. In fiscal year 1973, the Lieutenant Governor’s
salary was increased six fold to $30,000 a year,
the office budget increased to $59,000, the staff
expanded to five, and the job became full-time.*
A second step up the rungs of power came in
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Appoint-
Number of ments of
Appoint-  Appoint- Members
Statutory mentsby  ments of of the
Name of Board in the Executive Branch Citation Lt. Gov. Citizens Senate

1.. Administrative Rules Review Commission 143B-30.1 4 4 0

2. Agricultural Finance Authority, N.C. 122D-4 3 3 0

3. Alarm Systems Licensing Board 74D4 1 1 0

4. Arboretum, Western N.C. Board of Directors 116-243 2 2 0

5. Axt, N.C. Museum of, Board of Trustees 140-5.13(b)(5) 1 1 0

6. Art, N.C, Museum of, Building Commission 143B-59 3 3* 0

Board of Trustees
7. Banking Commission, State 53-92 1 1 0
8. Building Commission, State 143-135.25 3 0
() 2):(5) & (8)

9. Child Day Care Commission 143B-168.4 4 4 0
10. Chiropractic Examiners, State Board of 90-139 1 1 0
11. Cosmetic Art Examiners, State Board of 88-13 1 1 0
12. Crime Victims Compensation Commission 15B-3 1 1 0
13. Criminal Justice Education & Training Standards ~ 17C-3 1 1 0

Commission
14. Deferred Compensation Plan, N.C. Public 143B-426.24 1 1 0
Employee, Board of Trustees
15. Disabilities, Governor’s Advocacy Council for 143B-403.2 1 1 o
Persons with
16. Environmental Management Commission 143B-283 2 2 0
17. Farm Operations Commission, State 106-26.13 1 1 0
18. Farmers Market Commission, Northeastern N.C. 106-720 4 4 0
19. Farmers Market Commission, Southeastern N.C. 106-727 4 4 0
20. Fire Commission, State 58-27.30 1 1 0
21. Hazardous Waste Treatment Commission 143B-470.3 3 3 0
22. Health Insurance Trust Commission, N.C. 58A4 4 4 0
23. Housing Parmership, N.C. 122E-4 5 5 0
24. Housing Finance Agency, Board of Directors 122A4 4 4 0
25. Indian Affairs, N.C. Commission on 143B-407 1 1 0
26. Insurance Commission, Public Officers & 58-27.20 1 1 0
Employee Liability
27. Low-Level Radioactive Waste Management 104G-5(c) 5 5 0
Authority

*The statute requires these to be persons who have served in the N.C. Senate.
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1980, when James C. Green became the first Lieu-
tenant Governor with the right to succeed himself
and build an eight-year power base in the state
Senate. At this point, the Lieutenant Governor
became a political rival to the Governor, even if
they were of the same party. From 1973 through

1988, the legislature gradually expanded the
powers of the Lieutenant Governor for a succes-
sion of Democrats, particularly involving him in
budget decisions. The legislature also empow-
ered the office with significant appointments. By
1989, the Lieutenant Governor controlled 195

Table 1. Appointments of the N.C. Lieutenant Governor to Boards and
Commissions in the Executive Branch: Where the General Assembly Appoints
Upon the Recommendation of the Lieutenant Governor
Appoint-
Number of ments of
Appoint-  Appoint- Members
Statutory mentsby  ments of of the
Name of Board in the Executive Branch Citation Lt. Gov. Citizens Senate
28. Low-Level Radioactive Waste Management 104F-4 2 2 0
Compact Commission, Advisory Committee
to the N.C. Members.
29. Major Medical Plan, Board of Trustees, 135-39 3 3 0
Teachers’ and State Employees’ Comprehensive
30. Medical Database Commission, N.C. 131E-211 4 4 0
31. Mental Health, Mental Retardation & Substance 143B-148 2 2 0
Abuse Services
32. Milk Comrhission, N.C. 106-266.7 2 2 0
33. Ports Authority, State 143B-452 2 2 0
34. Private Protective Services Board 74C-4(b) 2 2 0
35. Property Tax Commisison 143B-223 1 1 0
36. Public Telecommunications Commissioners, 143B-426.9 2 2 0
Board of
37. Retirement System, Teachers’ & State 135-6(b)(4) 0
Employees’, Board of Trustees
38. School Facility Needs, Commission on 115C-4894 5 5 0
39, Science & Mathematics, Board of Trustees, N.C. 116-233 2 2 0
School of
40. Science & Technology, N.C. Board of 143B-426.31 1 1 0
41. Seafood Industrial Park Authority, N.C. 113-315.25(d) 1 1 0
42, Sheriffs’ Education & Training Standards 17E-3 (2) (2) 1 1 0
Commission, N.C.
43. Teaching, N.C. Center for the Advancement of, 116-74.6 2 2 0
Board of Trustees
44. Teaching Fellows Commission, N.C. 115C-363.22 3 ok 3 0
45. Technological Development Authority, N.C. 143B-471.1 2 2 0
46. Television, UNC Center for Public — Board of 116-37.1 1 1 0
Trustees
47. Therapeutic Recreation Certification Board 90C-5 1 1 0
48. Transportation, Board of 143B-350(d) 1 1 0
49. Waste Management Board 143B-216.12 1 1 0
50. Wildlife Resources Commission 143-240 1 1 0
Total: 106 106 0
** The Lieutenant Governor himself is also a member of this board.
Table prepared by Ran Coble
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appointments to 87 boards in the executive branch
of state government, though 106 of those appoint-
ments had to be approved by the General Assem-
bly before becoming effective.

However, there were constant signs of unease
about this expansion of power. Community Col-
lege President Robert W. Scott, who was Lieuten-
ant Governor from 1965-69, remembers stirring
up a hornet’s nest when he attended a few Senate
committee meetings.

“I was just interested in seeing how they were
going to handle a bill, but it upset some people,”
recalls Scott. “My friend Tom White [the Senate
Appropriations Committee chairman] let me

_—

know that in the future, it would be a good idea to
check with the committee chairman first before I
did that again.”

Robert B. Jordan IHI, who served as Lieuten-
ant Governor from 1985-89, remembers a similar
feeling—that of being a Senate leader without
being a Senate member. “The leadership in the
legislature lets it be known, subtly at times and
not so subtly at other times, that you are not a
member of the legislature. For instance, if I
wanted a report from legislative research [the
General Research Division] or from Fiscal Re-
search, I had to ask a Senator to request it. The
Lieutenant Governor can’t get it because he’s not
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Table 2. Appointments of the N.C. Lieutenant Governor: Where
the Lieutenant Governor Alone Makes Appointments to Boards and
Commissions in the Executive Branch
Appoint-
Number of ments of
Appoint-  Appoint- Members
Statutory ments by  ments of of the
Name of Board in the Executive Branch Citation Lt. Gov. Citizens Senate
1. Advisory Budget Commission 1434 5 0 5
2. Aging, Governor’s Advisory Council on 143B-181 2 2 0
3. Andrew Jackson Historic Memorial Committee 143B-132 6 6 0
4. Bicentennial of the U.S. Constitution, 143-564(b)(5) 6 ** 6 0
N.C. Commission on the
5. Biotechnology Center, N.C. Board of Directors ~ Bylaws 5 5 0
6. Blind, Consumer & Advocacy Advisory 143B-164 1 0 1
Committee for the
7. Capital Planning Commission 143B-374 4% 0 4
8. Cemeteries, Advisory Committee on Abandoned 143B-128(a)(2) 1 1 0
9. Children & Youth, Governor's Advocacy 143B-415 2 0 2
Council on
10. Chowan Interstate Commission Chapter 757, 4 0 4
Section 207 of the 1985 Session Laws
11. Code Officials Qualification Board 143-151.9 4 4 0
12. Crime Commission 143B-478(b)(4) 2 0 2
13. Disciplinary Hearing Commission of the N.C. 84-28.1 1 1 0
State Bar
14. Eckerd Wilderness Education System, Bylaws 2 0
N.C. Board of
15. Education Commission of the States 115C-104 1% 0 1
16. Emergency Medical Services Advisory Council  143-510 (a) 2 0 2
17. Energy Policy Council, N.C. 113B-3 (a)(2) 2 0 2
18. Exceptional Children, Council on Educational 115C-121 (b) 2 0 2
Services for
19. Farmworker Council, N.C. 143B- 2 2 0
426.25(b)(3)




a member. If I wanted a little bit more office
space or to move somebody, I’d have to get in line
for it. I couldn’t do it myself.”

In 1971 there was talk of taking away the
power to appoint committees, and in 1973 and
again in 1975, the Senate attempted, but failed, to
strip the Lieutenant Governor of his power to
appoint committee membership. Then on the last
day of the 1976 session, the Senate successfully
voted (34-9) to eliminate the Lieutenant
Governor’s appointive power. Two months later,
however, the Democratic caucus voted to reverse
this action (the full Senate made this reversal
formal at the opening of the new session).

r————————————_—

Table 2. Appointments of the N.C. Lieutenant Governor: Where
the Lieutenant Governor Alone Makes Appointments to Boards and
Commissions in the Executive Branch

Despite this continuing unease, the legisla-
tive powers of the Lieutenant Governor continued
to expand. From 1985-89, Bob Jordan was not
only Lieutenant Governor but also the titular head
of the Democratic Party in opposition to Republi-
can Gov. James G. Martin. If there was going to
be a Democratic Party program, it would fall to
Jordan to present the party’s program to the Sen-
ate and to the people of North Carolina. This
combination of Republican Governors, a new
right of succession, an expanded staff and budget,
and new appointment powers resulted in formi-
dable responsibility for the office of Lieutenant
Governor.

Appoint-
Number of ments of
Appoint-  Appoint- Members
Statutory ments by  ments of of the
Name of Board in the Executive Branch Citation Lt. Gov. Citizens Senate
20. General Statutes Commission 164-14 (a) 1 0 1
21. Hearing Impaired, N.C. Council for the 143B-214 1 0 1
22. Holocaust, N.C. Council on the 143B-216.21 8 8 0
23. Human Relations Council 143B-392 2 2 0
24. Inaugural Ceremonies, Committee on 143-533 3 ®* 0 3
25. Indian Education, State Advisory Council on 115C-210.1 1 0 1
26. Internship Council, N.C. 143B-418 1 1 0
27. Interstate Cooperation, Council on 143B-380 3 ** 0 3
28. Local Government Advocacy Council 143-506.14 2 0 2
29. Local Government Commission 159-3 (a) 1 1 0
30. Motor Vehicles Dealers Advisory Board 20-305.4 3 3 0
31. Physical Fimess & Health, Governor's 143B-216.9 (1) 1 0 1
Council on
32. School Health Advisory Committee, State 115C- 1 0
81(e)(6)(c)
33. Southern Growth Policies Board 143-492 1 0 1
34, Southern States Energy Board 104D-2 (a)(3) 1 0 1
35, Thoms Rehabilitation Hospital, Board of Trustees Bylaws 2 0 2
36. Vagabond School of Drama Inc. & Flat Rock Bylaws 2 0 2
Playhouse Board of Trustees
37. Veterinary Medical Board 90-182 (a) _1 1 0
Total: 89 43 46

Total appointments in Tables 1 & 2: 195 (149 citizens, 46 Senators)

* This appointment is chosen by the Lieutenant Governor by custom only. The statute designates the appoint-
ment authority to the Senate, and by tradition the Lieutenant Governor makes the appointment.
*% The Lieutenant Governor himself is also a member of this board.

Table prepared by Ran Coble

—
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The Powers of the
Lieutenant Governor

As Jordan went out of office, the Lientenant
Governor had 11 powers, but they came from three
different sources—the state Constitution, state
statutes, and Senate rules. Most politically savvy
observers knew that the Lieutenant Governor ap-
pointed committees and their chairmen, and that
he assigned bills to committee, but few knew that
those powers came from easily changed Senate
rules and not from the bedrock authority of the
state Constitution. The 11 powers (two have since
been dropped) and their origins were as follows:

A. Powers from the State Constitution

1. The power to succeed the Governor (from
Article III, Section 3(1) of the Con-
stitution);

2. The power to serve as acting Governor in
the Governor’s absence from the state or
during the physical or mental incapacity
of the Governor (Article 111, Section 3(2);

3. Membership on the Council of State
(Article III, Section 8) and on the State
Board of Education (Article IX, Section
4(1) of the Constitution;

4. The power to preside over the Senate and
control floor debate (Article I, Section 6
and Article II, Section 13);

5. The power to vote in case of ties (Article
I, Section 13);

6. The duty to sign bills when presiding
over the Senate (Article I, Section 22);

7. The power to perform such additional
duties as the Governor and the General
Assembly may assign him (Article III,
Section 6);

B. Powers from State Statutes

8. The power to make outright or to recom-
mend to the General Assembly 195 ap-
pointments to 87 boards and commissions
in the executive branch (under N.C.G.S.
120-121 and 120-123 and various other
state statutes; see Tables 1 and 2);

9. Membership on:

m the State Board of Community Col-
leges, N.C.G.S. 115D-2.1(b)(1);

m the Economic Development Board,
N.C.G.S. 143B-434(a);

m the Capital Planning Commission,
N.C.G.S. 143B-374;

m the Council on Interstate Cooperation,
N.C.G.S. 143B-380;

= the N.C. Commission on the Bicenten-
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nial of the U.S. Constitution, N.C.G.S.
143-564(b)(2);
= the Committee on Inaugural Ceremo-
nies, N.C.G.S. 143-533 (ex officio);
m the Computer Commission, N.C.G.S.
143-426.21 (ex officio); and
m the N.C. Teaching Fellows Commis-
sion, N.C.G.S. 115C-363.23(a)(2).

C. Powers from Senate Rules (not applicable

in the 1989 General Assembly)

10. The power to appoint committees and
committee chairman (1987-88 Senate
Rule 31); and

11. The power to assign bills to committee
(1987-88 Senate Rule 43),

Unbeknownst to most voters, Senate rules can
be changed at the beginning of a legislative ses-
sion by a majority vote of the Senate and thereafter
by atwo-thirds vote. State statutes can be changed
by a majority vote of the N.C. Senate and N.C.
House of Representatives. This scenario makes
the powers of the Lieutenant Governor that origi-
nate in Senate rules or state statutes much more
susceptible to change than those derived from the
Constitution. Amendments to the Constitution
must be approved by a three-fifths vote in the
General Assembly and then by a majority of the
voters.

When the voters elected Jim Gardner on Nov.
8, 1988, the N.C. Senate Democrats immediately
made plans to revise Senate rules and vest the
authority to refer bills and appoint committees in
someone other than a Republican Lieutenant
Governor. The Democratic caucus voted on Nov.
25, 1988 to give the power of bill referral to the
Senate principal clerk, allowing the Senate Rules
Committee chairman, a Democrat, to resolve any
disputes. The power to appoint committee chair-
men (and Democratic members of Senate commit-
tees) was given to the Senate President Pro-Tem-
pore, Henson Barnes (D-Wayne), who was nomi-
nated by the Democratic caucus on Dec. 1, 1988,
and formally elected by the Senate on Jan. 11,
1989. The rules changes were adopted the same
day.

Gardner and Republican legislative leaders
had warned it would be politically unwise to re-
move these powers, saying it would anger voters
and make it difficult for Democrats to defend such
actions in 1990 when they run for re-election.
Gardner characterized the move as “stripping” the
Lieutenant Governor’s powers, an image of
Democrats taking away something that belonged



to the office of Lieutenant Governor by right.

By contrast, Democrats defended the actions
as consistent with the principle of majority rule. In
words soon echoed by other Democratic leaders,
Senator Barnes said the Senate has given away too
much of its authority in prior years. He said that
the powers of appointing committees and assign-
ing bills belonged to the party holding a majority
in the Senate, not to a presiding officer of the
minority party.

“A majority of the Senate has been elected by
the public as a majority party,” said Barnes. “Do
you feel the majority party, 37 out of 50, elected by
the public of North Carolina, that the public ex-
pects them to put themselves in a position where
they can’t pass bills in the Senate?”* Barnes later
drew an analogy of the Lieutenant Governorship
with the U.S. Vice Presidency (the Vice President
only presides over the U.S. Senate). Barnes ob-
served, “In all states and in every nation in the free
world, the House or the Senate has a right to
organize itself.”® Thus, the Democrats offered a
trio of defenses for their actions—majority rule,
the analogy to the limited powers of the Vice
Presidency, and the likeness with other legisla-
tures. But how similar is North Carolina’s Lieu-
tenant Governor to that of other states?

A Comparison of the Powers of the
North Carolina Lieutenant Governor
with Those of Other States

Eight states in the U.S. do not even have a
Lieutenant Governor. Among the 42 states with a
Licutenant Governor, only seven allow their Lieu-
tenant Governor to appoint committees and com-
mittee chairmen (See Table 3, p. 164). Only 15
Lieutenant Governors have the power to assign
bills. Twenty-five states allow the Lieutenant
Governor to vote in case of ties, and 28 Lieutenant
Govemnors preside over the Senate. These powers
can all be characterized as powers which are more
legislative in nature than executive.

By contrast, among the powers which are
more executive in nature, other states have been
more generous in their grants of power. All 42
Lieutenant Governors have the power to succeed
the Governor, 33 can be assigned duties by the
Govemor, and 40 serve as acting Governor when
the Governor is disabled. Thirty-one Lieutenant
Governors serve on executive boards, but only six
can make appointments to boards in the executive

branch, though the data on the latter power is more
subject to question.” Thirty-one lieutenant gover-
nors can succeed themselves for an unlimited
number of four-year terms; eight lieutenant gov-
ernors, including North Carolina’s, can serve two
consecutive four-year terms; and one state, Kan-
sas, prohibits a second term in office.?

The trend is clear, says one expert in the
transformation of the offices of Governor and
Lieutenant Governor. “In the past, the Lieutenant
Governor has been a hybrid executive-legislator,”
but taking away his legislative duties has helped
to make him a firm and integral part of the execu-
tive branch, with his allegiance clearly owed to
the Governor rather than to a chamber of legisla-
tors, wrote Larry Sabato of the University of Vir-
ginia in 1983. “Twelve states have now placed the
Lieutenant Governor completely in the executive
branch, and others have reduced the Lieutenant
Governor’s legislative role,” concluded Sabato.’

What Does the Future Hold for North
Carolina’s Lieutenant Governor?

With the removal of key legislative powers
from the Lieutenant Governor, what is the future
of the office? Few observers think the powers
will be returned, regardless of the party affiliation
of future officeholders. Bob Jordan says, “I don’t
expect to see in my lifetime those powers restored
to the Lieutenant Governor.”

Jordan does expect the office to play a larger
role in the executive branch, with increased as-
signments from the Governor, and possibly elec-
tions of the Governor and Lieutenant Governor as
ateam. “The Governor should give the Lieuten-
ant Governor more to do, and in my mind, they
[the legislature] should go back and look at
whether the Governor and the Lieutenant Gover-
nor should run as a team,” Jordan says. That view
reflects a clear trend among other states toward
team elections. Twenty-two states have put the
concept into practice since 1953.1° Governor
Martin likely will assign Gardner more duties. He
already has designated Gardner chief of his
administration’s campaign against drug use.

Jordan also remembers one other possibility
that had been discussed—that of combining the
duties of the Lieutenant Governor and the Secre-
tary of State. He served on a 1977 legislative
study commission which considered combining
the two offices when Thad Eure retired (which
occurred in January 1989). The Lieutenant Gov-
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Table 3. Comparison of Powers of the Lieutenant Governors

Among the 50 States
Number of States with Lieutenant Governors: 42
Number of states in which Lieutenant Governor can serve two 39

Number of States with Team Elections (where the Governor 22

|
consecutive four-year terms (or more): 1
|
and Lieutenant Governor run together as a team): |

Number of states Whether N.C.
where Lt. Gov. has Lt. Gov. had this
this power power in 1988
A. Executive Powers of the Lieutenant Governor
1. The power to succeed the Governor 42 yes
2. Serves as acting Governor when Governor is 40 yes
disabled
3. Performs other duties as may be assigned 33 yes
by the Governor
4. Serves on boards in the executive branch 31 yes
5. Serves as acting Governor when Governor is 27 yes
out of state
6. Member of Governor’s cabinet or advisory body 20 yes*
7. Has appointments to boards and commissions in 6 yes
the executive branch
B. Legislative Powers of the Lieutenant Governor
1. Presides over Senate 28 yes
2. Votes in case of ties 25 yes
3. Assigns bills to committees 15 yes**
4. Appoints committees and committee chairs 7 yes**

* The N.C. Lieutenant Governor is a member of the 10-member Council of State, which is composed of
officials elected statewide, excluding judicial candidates.
** The N.C. Senate removed this power from the Lieutenant Governor, effective in 1989.

Source: The Book of the States, 1988-89 Table prepared by Ran Coble
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ernors of Alaska, Hawaii, and Utah have statutory
authority to perform a number of duties normally
associated with secretaries of state—supervision
of elections, commissioning notaries public, and
maintenance of official state laws and agency
rules.!!

A fourth and final possibility is that the legis-
lature may whittle away at the powers given the
Lieutenant Governor in state statutes—the power
to serve on eight executive boards and the power
to make 195 appointments to 87 boards and com-
missions in the executive branch. But that direc-
tion might play directly into the hands of Gardner,
whose victory in 1988 is at least partly attributable
to his ability to characterize the legislature as a
body run by a few people behind closed doors.
Gardner’s criticism of legislators no doubt helped
persuade them to reduce both his powers and any
opportunity Gardner had to be a major governing
force within the legislature. But those same criti-
cisms may increase Gardner’s chances in 1992 at
succeeding to the governorship—as eight of the
last 30 North Carolina Lieutenant Governors have

done.’? T

FOOTNOTES

The Code Commission and the office of Superintendent
of Public Works were abolished; the power to elect trustees of
the University of North Carolina was taken from the State
Board of Education and vested in the General Assembly; and
biennial sessions replaced annual sessions, a practice which
would not return until 1973-74, when the state’s first Repub-
lican Governor in the 20th century, James E. Holshouser Ir.,
took office in 1973. See Hugh T. Lefler and Albert R.
Newsome, The History of a Southern State, North Carolina,
third edition, UNC Press (Chapel Hill, NC), p. 498-99.

2The first was Tod R. Caldwell, 1868-70; the second was
Curtis H. Brogden, 1873-74; the third was Charles A. Rey-
nolds from 1897-1901; and the fourth is Jim Gardner.

3As related in Larry Sabato, Goodbye to Goodtime
Charlie—The American Governorship Transformed, CQ
Press (Washington, D.C.), pp. 69-70.

4See Steve Adams and Richard Bostic, “The Lientenant
Govemnor—A Legislative or Executive Office?” N.C. Insight,
Vol. 5, No. 3 (November 1982), pp. 2-11.

5Van Denton, “Lt. govemor gets duties in Constitution,
powers from Senate,” The News and Observer of Raleigh,
Nov. 11, 1988, pp. 1C and 2C.

SRob Christensen, “Democrats set to cut Gardner’s
powers,” The News and Observer of Raleigh, Nov. 24, 1988,
pp- 1A and 6A.

"Kathleen Sylvester, “Lieutenant Govemors: Giving Up
Real Power For Real Opportunity,” Governing magazine,
February 1989, p. 50, examines this new role. “The model for
this new licutenant govemorship comes from Indiana, where
the lieutenant govemor is both the executive director of the
state commerce department and secretary of agriculture. John
Mutz, who left the position last month, also ran the state’s
employment and training program, the employment security
program, the state planning department, the tourism board,

the film commission, the enterprise zone program and the
federal energy and community development block grant pro-
grams. Managing all of these functions, says Mutz, made him
responsible for 1,400 state employees and a $150 million
annual operating budget,” reports Sylvester.

The statistics quoted in this paragraph and the previous
paragraph rely on The Book of the States, 1988-89, The
Council of State Govemments (Lexington, KY), Tables 2.1
(p. 35), 2.9 (p. 51), 2.10 (p. 43), 2.12 (p. 65), and especially
2.13 (p. 66). Also see the Council’s 1987 publication, The
Lieutenant Governor: The Office and Its Powers, pp. 3-24.

9Sabato, p. 71.

10The Lieutenant Governor, Council of State Govem-
ments, p. 7. Although 22 states elect the two together, only
eight nominate the candidates together. On Feb. 9, 1989,
H 189 was introduced in the N.C. General Assembly to amend
the N.C. Constitution and require that the Governor and Lieu-
tenant Governor run as a joint ticket in the general election.

Wbid., p. 6. In three states without Lieutenant Governors,
the Secretary of State is first in the line of succession to the
Governor.

12Three Lieutenant Govemnors were elevated by a
Governor's death (Curtis H. Brogden in 1874, Thomas M.
Holt in 1891, and Luther H. Hodges in 1954), one by resigna-
tion (Thomas J. Jarvis in 1879), one by a Governor’s impeach-
ment (Tod R. Caldwell in 1870), and three by the elective
process (O. Max Gardner in 1929, Robert W. Scott in 1969,
and James B. Hunt Jr. in 1977. See the Council of State
Governments, The Lieutenant Governor, p. 55, and Jesse
Poindexter, “A Steppingstone to Govemorship,” Winston-
Salem Journal, April 29, 1984, p. A4.

Coming Soon...

How can you tell who's who
in the legislature?
By reading the 1989-90 edition of ...

ARTICLE 11

A Guide to the N.C. Legislature

Complete with past legislative
effectiveness rankings compiled by
the N.C. Center for Public Policy
Research. Also, information on each
legislator’s occupation, education,
committee assignments, and
voting record.

So give us a call at 832-2839, and ask for
a copy of our who's who—Article I1
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IN THE MAIL

Vol. 10, Nos. 2-3
Theme Issue on Environmental Policy

and

Vol. 11, No. 1
Environmental Index and State Parks

North Carolina Insight has performed a great
service by spotlighting the environment this [past]
year. But it has also, I'm afraid, helped to per-
petuate the historic trend of minimizing or ignor-
ing the effects of the widespread use of pesticides
on our environment. Some want to continue the
tradition of exempting pesticides from environ-
mental consideration, but I hope the Center for
Public Policy Research is not among them.

In 1986, the U.S. Environmental Protection
Agency called pesticides the number one envi-
ronmental problem based on the toxicity of the
products, widespread exposure, and the limited
efforts being made to regulate and control them.
But twice in 1988, in your major “Resources at
Risk” issue (March) and again in the “Environ-
mental Index” issue (October), Insight has almost
totally ignored pesticides. It is a great shame and
a lost opportunity to help your readers begin to
understand the problem. Unintentionally, I'm
sure, the effect is to play into the hands of pesti-
cide polluters who like the low-profile status quo
just fine.

It is not easy to get a handle on the pesticide
problem in North Carolina. A Legislative Study
Committee on Pest Control has been engaged in
fact-finding on the subject for the past year and
has only just barely scratched the surface. It has,
however, shown how far we have to go to under-
stand the full scope of the problem and to find
common ground in solving it. The committee has
seen that pesticides are not just an agricultural
problem. Pesticides are also used routinely in
schools, homes, and businesses, on lawns, parks,
and rights of way, and constitute a major threat to
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our groundwater.

No one knows how much pesticides are used
in the state. Estimates range up to 50 million
pounds of active ingredients each year, not in-
cluding the often toxic “inert” ingredients in pes-
ticide formulations. North Carolina is one of only
nine states with no pesticide reporting require-
ments. How can one measure the impact over
time or design an effective regulatory program
without knowing what is sold and used? Might
not such figures be appropriate for the proposed
Environmental Index? Insight doesn’t say.

The Center may not agree [that] pesticides
are our number one problem, but surely it can find
at least a little space to consider them alongside
other major threats to “this goodliest land.” They
do, after all, have enormous impact on the air, the
land, and the water. We hope the Center and
Insight will soon discover pesticides, too.

Readers also wouldn’t know it from your list
of resources, but the Agricultural Resources Cen-
ter, with offices in Carrboro and Raleigh, is the
only statewide organization which concentrates
on pesticide reform. We have been active for
several years and stand ready to help on any
aspect of pesticides, including their impact on the
environment and public health.

Thanks again for providing an invaluable
service and, in advance, for your continuing ef-
forts.

—Allen Spalt, Director
Pesticide Education Project
Agricultural Resources Center
Carrboro




MEMORABLE MEMO

How do you stop a pencil from walking out of an Employment Security
Commission office? Cut it in half and chop off the eraser. As this memo indicates,
that' s the solution one ESC employee suggested to the problem of disappearing
pencils. The only trouble with this idea is that it didn’t work. It was next to
impossible to get a grip on one of the tiny pencils after even a single sharpening,
and kids liked to carry off the smaller pencils as much as their parents liked the big
ones. But we’ve got our own suggestion for solving the pencil problem: The ESC
could replace their pencils with pens that use disappearing ink. That way, they
could use the same forms over and over again. Save a fortune. Meanwhile, we’re
still on the lookout for memorable memos, whether they’ re written with three-and-
a-half inch pencils, seven-inch pencils, or even a typewriter. No disappearing ink,
though, please.
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