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Dollarsfor Service:
akalndividualized Funding

introduction

Money or services? That isthe great debate
when it comes to deciding how best to meet human
needs. Should poor and modest-income households
receive money from government, thereby allowing
them to purchase the goods and services they re-
quire? Or are their needs better met through the
provision of goods or services that respond directly
to certain
requirements?

Nowhereisthe debate morefierce than around
the problem of poor kids. Some argue that child
poverty should be addressed by getting more money
into the pockets of low-income households through
an enhanced Child Tax Benefit. It takes money to
feed and clothe children. Others contend that child
poverty is better tackled through the provision of
services to ensure that the money actually ‘gets to
thechildren.’

Caledon has long supported the provision of
income support directly to parentsin respect of their
children. However, we recognize the importance of
a wide range of services, including high-quality,
affordable child care. Clearly, theidea solution is
not an either/or position; child poverty must be tack-
led by avariety of effective programs and services.

Thereisathird option being explored through-
out the country that represents a hybrid of both
approaches. The option is called ‘individualized
funding’ and it pays dollars directly to individuals.
But it is not an income payment like the Child Tax
Benefit or Old Age Security. Rather, individualized
funding represents an amount of money paid in
respect of designated goods and services that have
been costed inrelationto individual need. Themodel
has been developed primarily around supports and
services for persons with disabilities and is being
employedinsevera provinces. Butitsprinciplescan
be applied more broadly to child care, training and
postsecondary education.

what is individualized funding?

Individualized funding refersto the provision
of dollarsto allow the purchase of certain goodsand
services. It is currently used as a method of pay-
ment for hel ping offset the cost of personal supports.
‘Personal supports’ refer to a range of disability-
related goods and services, including technical aids
and equipment, homemaker assistance, attendant care
and respite services which provide some relief for
caregivers.



In order to arrive at the appropriate payment
under individualized funding, an assessment is car-
ried out - with the involvement of the individual -
that determineswhich personal supportsarerequired
and, in the case of aservice, how much assistanceis
needed. Anamount isallocated for each component
of need and atotal isdetermined. Theindividual can
then purchase the required supports according to his
or her own preference.

The amount of payment is different for
every person; it is determined on an individualized
basis depending on specific needs. By definition,
individualized funding requiresdifferential treatment.
Infact, thisisprecisely what individualized funding
seeks to achieve: a personalized arrangement that
responds directly to each individual’s unique needs
and circumstances.

The spotty and haphazard provision of per-
sonal supportsthroughout the country isamajor con-
cern. Canadianswith disabilitiesface problemswith
respect to access, €ligibility and the responsiveness
of these supports. Individualized funding represents
one way of addressing these problems.

But despiteits strengths, individualized fund-
ing also hasinherent weaknesses. Theselimitations
should be clearly recognized and addressed before
pursuing thisfinancing arrangement more broadly in
the disability field or in other areas of socia policy,
such as child care or education.

the strengths

i. access

Personswith disabilities often find it difficult
to obtain persona supports. For one thing, these
simply do not exist in somecommunities. Evenwhen
they are available in some form, they are dwaysin
short supply relative to the high demand.

The problem of lack of supply likely will be
exacerbated by theintroduction of the CanadaHealth
and Social Transfer (CHST), a block fund for

human services. The CHST, which took effect on
April 1, 1996, replaced the Canada Assistance Plan
(CAP), which had allowed Ottawa to share with
provinces half the cost of welfareand socia services,
a n d
Established Programs Financing (EPF), ablock fund
under which Ottawa transferred cash and taxing
power to the provincesfor health and postsecondary
education. The CHST brought with it alarge cut in
federal transfers. On a year-over-year basis, the
cumulativereductionin cashtransfer paymentsover
the life of the arrangement until 2002-03 will be an
estimated $8 billion [Battle 1996].

The withdrawal of CAP is particularly prob-
lematic for persons with disabilities. CAP wasthe
mechanism under which many personal supports
were financed. CAP shared the cost of homemaker
services that allow people with disabilities and the
elderly to live at home by helping them with their
shopping, cooking, cleaning and other household
tasks. In some provinces, CAP shared the cost of
attendant services that help people with disabilities
live in the community by assisting them with the
personal acti-vities of daily living - eating, bathing,
dressing and grooming. CAP helped finance
occasional relief or respite servicesfor parents caring
at home for children with severe disabilities. CAP
shared the cost of medically-prescribed diets and
medical supplies for certain households that could
not afford these health-
related costs. It also paid for wheelchairs, specia
eyeglasses and prosthetic appliances for people
unableto purchase this disability-rel ated equipment
ontheir own [Torjman 19953].

In response to the large cuts in federal trans-
fersunder the CHST, provinceslikely will imposeor
raise user fees. But it is aso possible that many
forms of support will be substantially cut back or
withdrawn entirely because CAPisnholonger in place
to share the costs.

Individualized funding has the potential to
respond to this lack of services. It represents, in
effect, aform of purchasing power which can create
a greater supply of services.
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Although it may sound somewhat simplistic,
thereisasupply and demand notion that comesinto
play here. The demand for services, backed by dol-
lars, can help stimulate the supply of services. If
consumers require various forms of assistance that
arenot available- and thisisimportant particularly in
northern and rural regions of the country - then the
fact that governments provide fundsdirectly toindi-
vidualsfor the purchase of these services may build
up the marketplace for these supports - at least in
theory. Moreover, anincreased supply doesnot nec-
essarily mean more of the same services. Individu-
alized funding has the potentia to promote the de-
velop-ment of innovative responsesto agiven need.

A strong note of caution is in order at this
point. Even though individualized funding can help
create new services, it may not produce them right
away or eveningreat numbers. Individualized fund-
ing can respond to access problems by generating a
greater supply of goods and services to purchase -
but there are also clear limitations to this form of
financing, as discussed below. It isimportant to put
this funding arrangement in perspective; it is not a
simple or problem-free panacea.

ii. eigibility

Therules that govern access to personal sup-
ports often create problems for Canadians with dis-
abilities. Consumersmust qualify for these supports
on the basis of severa factors including cause of
disability, ageor level of income. Eligibility criteria
often act to keep people off the system rather than
ensure that they receive the goods and servicesthey
need.

For example, medical rules are in place to
determine eligibility for many forms of support. A
physician or other professional from atreatment team
must conduct an assessment, make a referral or
approvetherequest for service. The medical model

has skewed the provision of personal supportsin a
number of significant ways. Medical diagnosisrather
than functional ability is often used as the primary
digibility criterion for receipt of service. Thismedi-
cal gateway is employed despite the fact that most
consumers can define their own personal support
needs. They know well the activities they are able
to carry out and those for which they require assis-
tance. They do not need aphysician or social service
professional to diagnose or assess the extent of their
capahilities.

Moreover, when traditional service provid-
ers carry out assessments, they generally determine
consumer needs within the parameters of the ser-
vices they themselves provide. For example, if an
agency delivers homemaker assistance, a person’s
needswill beexamined onthebasisof agiven number
of hours of that particular service. A similar process
isat work when needs assessment takes place within
the health care system. When a health care worker
identifiesindividual requirements, itislikely that needs
will be construed as adesignated number of hours of
nursing or therapy services.

Needs assessment under individualized fund-
ing differs from traditional processes. The primary
difference is that under a system of individualized
funding, consumers play the central rolein articulat-
ing their needs and determining the most appropriate
ways to respond to these needs. The specified
requirements may or may not assume the form of
formal services. Often there are better solutions
which do not involvetraditional service providersat
al.

Moreover, aspecific medical diagnosisor label
is only an incidental factor in identifying
required supports. The presence of acertain condi-
tion is not the overriding consideration in needs
determination. Under individualized funding, the pres-
ence of disability isthe key criterion of need.
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iii. responsiveness

Traditional services are frequently unrespon-
sivetoindividual needs. Inadditionto being unable
to select their own services, consumerstypicaly have
little say in how these are provided. Services are
often delivered at thewrong time, in thewrong place
and by personsover which consumershavelittle con-
trol. Oneserious problemistherestriction onwhere
certain supports may be made available. Attendant
services, for example, tend to be provided in the
home. Yet these same services are required in
schools, training programs, workpl aces and recrestion
facilities. A person may need assistance at a place
of work or at an educational institution rather than
solely at his or her residence.

Service may be required very early in the
morning, in the evenings or on weekends - something
that is often difficult to arrange through traditional
serviceprovision. Individualized funding alowscon-
sumers to choose the services that best suit their
needs and to determine when and where these are
delivered.

Most consumers of personal supports are
afraid to complain about a service that may not be
appropriate. They fear personal reprisal or losing
the assistance altogether. Individualized funding,
however, effectively makes the individual not only
the direct purchaser of goods and services but also
the actual employer of the service provider. That
positionalowstheindividua to set out thetermsunder
which the serviceisto be delivered and to change or
terminate the contractual agreement if necessary.
Infact, somerecipientsof individualized funding have
been ableto apply these employer skillsmore broadly
and, in some cases, have set up their own business
as aform of employment.

the weaknesses
I. myth of the marketplace

Despitethe positive aspects of individualized
funding, there are serious limits to what it actually
can achieve - especialy in the short term. It may
not generate anew set of service arrangementsright
away or even in great numbers.

There is concern that individualized dollars
encourage the private delivery and provision of ser-
vice. Asnoted above, dollarsin the hands of many
individuals theoretically create a demand; a supply
supposedly arisesto meet that demand. The problem
isthat the supply is met largely through the private
market or caregivers who offer their services for
pay as private delivery agents.

There are serious problems with the myth of
the ‘marketplace’ - i.e., that all you need is the dol-
larsand suddenly the appropriate serviceswill spring
up. New services don't just appear because they
are in demand in a given community. It may take
months or even years of work to develop suitable
supports.

Community-based housing with personal
supports, for example, isin short supply. Accessible,
affordable housing does not simply emerge
because individuals happen to have some money.
Many persons with disabilities actually use their
individualized dollarsto ‘buy abed’ inagroup home
rather than liveindependently becauseitistheir only
choice; the group home may be physically acces-
sible, may provide interpreter services, may bewell
located or may beless expensive than other options.
Even consumerswithindividualized dollarsoften must
accept ingtitution-styleliving despite their preference
for a private residence.

Moreover, individualized funding may work
better when the required servicesinvolve no special
certification. If, for example, consumers need cer-
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tainformsof health-rel ated assistance which employ
medical equipment, provincia regulations may dic-
tate who is authorized to provide these services and
how consumers gain accessto them. 1t may bemore
difficult to purchase controlled serviceswithindividu-
alizeddollars.

ii. quality control

Thisform of financing also givesriseto con-
cerns about the lack of standards over the quality of
service. Some consumers contend that quality con-
trol restsin their hands asthe purchasers of services.
But thereis potential for poor quality and even abuse
- with very few checksand balancesin amarketplace
delivery system.

Other consumers have argued that assuming
the role of employer is an added burden they prefer
not to carry. They worry about the potential instabil-
ity of a private service arrangement. If, for
example, an attendant gets sick, people who require
assistance may beleft completely vulnerable. 1t may
not be possible to arrange alternate help unless a
secure back-up systemisin place. At least agency-
delivered servicesensurethe availability of replace-
ment or emergency care at all times.

Moreover, the delivery of services through
agencies - be they government departments, non-
profit organizations or private businesses - provides
isolated individuals a base through which they can
make contact with othersin similar circumstances.
This sharing and informal support are sometimes
moresignificant in people'slivesthan formal services.

Individualized funding also can give rise to
problems from the perspective of service providers.
Attendants or homemakers who are hired by con-
sumers outside the auspices of an agency or
organization may receive lower pay and have few
protections - e.g., Employment Insurance for which
sdlf-employed workersareindigibleto contributeand
workers compensation in the event that they are
injured onthejob (e.g., lifting or transferring an indi-

vidual). For some service providers, thelack of job-
related protections is compensated by the fact that
they can choose their work hours and schedules,
which workers typically are unable to do as part of
an agency structure.

Iii. accountability

One of the big stumbling blocks to a broader
system of individualized funding is the issue of
accountability - monitoring the use of public funds
givendirectly toindividuals. Governmentsare con-
cerned that there be mechanisms in place to track
very closely the use of monies paid in respect of
designated services.

What is curious about this concern is that
Canadaalready has an extensive system of individu-
alized funding for thewell-off. It'scalled theincome
tax system. Those with money can spend it asthey
see fit on awide range of personal supports. They
may deduct a certain portion of these costs from
their income under the medical expenses tax credit,
thereby lowering the federal and provincial income
taxes they are required to pay.

Nobody carries out an exhaustive analysis of
this spending on an individualized basis; only
receipts need to be produced. No taxpayers haveto
appear before acommittee to justify how they have
spent their tax credit funds. Nobody has to submit
monthly statements or be assessed by field workers.

Yet the story is quite different when it comes
to giving money to peoplewho can’t afford to pay up
front for these goods and services. There is an
assumption that those who require public assistance
must be scrutinized more closely; after all, if they
knew how to manage their money, they wouldn’t be
poor in thefirst place. Unfortunately, the obstacles
created in the name of accountability prevent the
more widespread use of the individualized funding
mode.
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conclusion

Individualized funding - the provision of dol-
lars to allow people to buy goods and services - is
one way to narrow the gap between the need for
and supply of persona supports. By virtue of the
fact that individuals are given purchasing power
through the provision of direct dollars, they effectively
create a demand for disability-related goods and
services which can be met, in theory, through a
market-based delivery system.

Moreover, individualized funding allows the
consumer to become an employer who has control
over the delivery of services rather than remain a
passive recipient of varioussupports. Theindividua
as consumer, and as employer, can create a set of
arrangements most appropriateto hisor her require-
ments. These arrangements can befar moreflexible
and creative than the choices currently available.

But individualized funding inadvertently can
contributetoisolation. Service providersthemselves
may beleft morevulnerable becausethey havefewer
formal work protections under thistype of financing
arrangement. Perhapsthe most serious problem with
the approach isthat it easily can become a replace-
ment for publicinvestment inthe supply of disability-
related goods and services. The traditional service
system risks being turned into a‘ marketplace’ with
individuals making private arrangementsfor supports
over whichthereisno broader quality control. More-
over, there is no guarantee that private dollars actu-
aly can build a supply of services - at least in the

short term.

In short, individualized funding can help
respond to thewide gapsin the availability of disabil-
ity-related goods and services. But whileit can act
as a supplementary and complementary financing
arrangement, it can never replace a solid, publicly-
funded infrastructure of personal supports.

Sherri Torjman
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