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‘govern the corporat

MR. SANTARELLI: Second.

MR. ROYAL: Excusé me. I have a question.

'MR. McCARTHY: Yes, would you please identify
yourself and your relationship to this meeting?

MR. ROYAL: Thank vou. My name is James Royal. I'm
a client in Philadelphia, Pennsylvania; Chairman of Région
Three, Natiocnal Clients Council.. I would like to know, is the
saﬁe tactics going £o be taken on all these issues as far as
our input? Will we be put into the record so that our views
will be reflected, because I understand you are supposed to
represent us in your making laws and what have you that

But I want to know, are we goino to be involved in
the pfocess, or are we just going to be here just to hear you
lay out the process? I would like to know that, sir, on the
minutes.

MR. McCARTHY: The answer is the subject matter you
have to contribute.

MR. ROYAL: Will be recorded?

MR. McCARTHY: If it's of worth to the secretary of

the board.

MR. ROYAL: Excuse me again.
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MR. McCARTHY: The Legal Services Corroration Board

Meeting is now in session. First, I want to thank you all for

your interest in attending this meeting, and I want to thank
the New York people for providing such good weather again.
We're grateful of that.

The agenda is in your hands, and the copies of the
board books, which have been available. There has been an
omission in the agenda in that the approval of an executive

session, closed session, was omitted from this page. It was

in the Federal Register, howevér. I would solicit from the
Board a resolution to amend the acenda.

MR, MASSCN: I so meve.

MR. SANTARELLI: I will second it.

MR. McCARTHY: All right, there has been a motion

to amend the agenda by including a provision for anproval of

the closed or executive session. Do I have a motion for

approval of the agenda as amended?

MR. MASSON: So moved.
MR. SANTARELLI: Second.
MR. McCARTHY: By 'general consent, the agenda has

been adopted as listed, with the one amendment providing for
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the executive session. The first item, then, would be an
apprroval of a closed or executive session. Do I hear one from
the Board?

MR, MASSON: So moved.

MR, SANTARELLI: Second.

MR. McCARTHY: It's been moved and adopted by
general consent that an executive session will be had. Such
executive session will be at noon at the termination of the
open meeting. For your information, the executive session
will then bé the balance of the board meeting, and a report on
the executive session will be had at the next scheduled
meeting.

In connection with the closing of'the session, mav I
have a roll-call vote? Mr. Masson?

MR. MASSCN: Yes.

MR. SANTARELLI: Yes.

MR. McCARTHY: Mr. Santarelli. Mr. Frankum?

MR, FRANKUM: Yes.

MR. McCARTHY: Will our general counsel please
certify as to the closing?

MR. MEYERS: Mr. Chairman, as general counsel for
the_Leqal Services Corporation and its Board of Directors, I
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certify that the majority of the members of the Board of
Directors approve closing a portion of its noticed meeting,
which is being held on December 5, 1983. The closing is
approved in order to discuss personnel procedures, personnel
management, investigation and litigation matters. The closing
was approved bv all the board members present, and a roll-call
vote was taken during the public portion of the meeting.

I hereby certify that, in my opinion, that closing
was authorized bv the Government in the Sunshine Act, S‘EEC
532 (b)C(2), and the Legal Services Corporation Regulations,
45 CFR, Section 1522.5 (a), (e), (f), and (h).

MR. McCARTHY: Thank you, John. 'Also,,for,the
record, there 1s a guorum of the board present and that proper
notice for the meeting has been given.

The second item of the agenda as amended is the
approval of minutes of November 7, 1983. These were the
minutes that were of the meéting heid in San Francisco, and I
must say our weather there was not quite as nice as the weathern
here in New York. The board book contains the minutes. The
Board has had the opportunitv of reviewing tﬂose minutes. Does
the Board have any amendments, alterations, or suggestions as
to those minutes?
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MR. MASSON: I move the adoption of the minutes,

MR. SANTARELLI: Second.

MR. McCARTHY: Mr. Masson?

MR. BRAUDE: Mr. McCarthy; may I be heard on the
adoption of the minutes, if I may, please. May I be heard on
thé guestion of adoption of the minutes before you take a vote?

MR. McCARTHY: What's the reason, Jim?

MR. BRAUDE: To make a comment on the minutes.

MR, McCARTHY: You may.

MR. BRAUDE: For those of us who were fortunate

enough to have been in San Francisco, we heard what I believe

wés a quite eloguent dialogue from the floor on a number of
issues pertaining to the future of Legal Services, one being
eligibility, one being the funding procedure, another one
being private bar.. While I think everyone in this room knows
we were unsuccessful in urging our positions on any of the
board members on any of these 1ssues, the debate was very
representative of the feeling of the full Legal Services
community.

However, on one question, for example -- and this is
how it is throughout -- on race eiocht, under eligibility,

while there seems to be fairly extensive reporting of the
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positions of the staff and the board, there were dozens of
comments, as there were on a variety of issues, and the dozens
of comments from the floor are summed up in three words,
"Public comment ensued."

The Board and Mr. Bogard see fit, when it's
appropriate, to refer to your predecessors about how things
were run before you. Prior to your coming to the Board,

Mr. Bogard coming to the presidency, there was full reporting
on comments from the floor, at least in summary fashion. This
is not summary faéhion. Frankly, it's censorship, and we
would urge the Board, before adopting the minuﬁes, to reflect
what happened in the meeting, not the version that they chose
to adopt, and “Public comment ensued" -- several times -- the
words are changed a couple of times throughout, but that's
essentially it -- is not at all an accurate reflection of the
process or what happened at the meeting. So I would ask the
Board not to adopt the minutes as printed. I would ask them
to be amended to include an accurate reflection of what
transpired at the board meeting, including the comments from
the floor.

MR. McCARTHY: Thank you, Jim. That;s a good
presentation. The Board 1is -
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MR. BRAUDE: Vell, Mr. McCarthy, if I just may.

MR. McCARTHY: Yes.

MR. BRAUDE: What happened in San Francisco is we
made many good presentations, not one of which was responded
to on any issue, whether it be process or substance; and I
think it would be very helpful if the Board would address the
issue of the minutes, rather than doing, as it has done in the
past -- hearing comments and then proceeding to vote four to
nothing to do exactly what it chooses to do.

I should also say in terms of process, as a courtesv
to. the Board, I have a few concerns which I believe are shared
by a large number of people in the room about the process for'
today. Rather than having some misunderstanding throughout
the day, if you'd like me to ask the questions now sc they can
be answered, so everybody here operates with full knowledge as
to how the meéting is going to be run,.I think it might be
productive for you, as well as for the people who are here, to
listen to the decision making today.

MR. McCARTHY:- Thank you, Jim, but we have a motion
pénding before this Board. Your comment was applied to that
motion, and if I may cut it off at tﬁat, unless you have

something further about the --
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MR. BRAUDE: No, as long as you let me be heard én
the process question, of course you can cut me off now.

MR. McCARTHY: Thank you. There is a motion pending
before the house. 1In view of Mr. Braude's comments, does the
Board have any suggestions to this Chairman?

MR. SANTARELLI: Call the question.

MR. McCARTHY: The resolution is the adoption of the
minutes of the San Francisco meeting, which was on November 7,
1983; moved and seconded. The question. Mr. Masson?

MR. MASSON: Aye.

MR. McCARTHY: Mr. Santarelli?

MR. SANTAREILI: Aye.

MR. FRANKUM: Ave,

MR. McCARTHY: The minutes as in the board book of
November 7, 1933, have been approved.

We will then move to the item which is on your

agenda as Number 3, the approval of the minutes of November 21,

1983. To refresh your recollection, I believe that was in

St. Louis. Again, the Roard has had the opportunity of
reviewing the minutes, and I would entertain a motion at the
discretion of the Board.
MR. MASSON: I move the adoption of the minutes.
- CAROL J. THOMAS
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'transctipt of all statements made at this meeting. In addition,

11

MR. MéCARTHY: Yes,

MR. ROYAL: In response to your guestion, then, I
would just like to know at each ‘time when the secretary deems
it substance to the board.“

MR. McCARTHY: In answer to your guestion, we have a

we have a recording.

MR. ROYAL: But it doesn't go in the miﬁutes?

"MR. McCARTHY: I cannot tell you now what will go in
the minutes.

MR. ROYAL: A%l right, thank you very much.

MR. McCARTHY: You're wélcome. I would.move the
previous guestion. Mr., Masson?

MR. MASSON: Aye.

R. FRANKUM: Aye.

MR. McCARTHY: Mr. Santarelli?

MR, SANTARELLI: Aye.

MR. McCARTHY: The minutes as shown in the board book|
for the meetihg of November 21 have been approved and adopted.
Tﬁe next agenda item is Number 4, a funding panel discussion.
We are very fortunate to have some very excellent panelists

with us that can contribute a great deal to the education of
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the public, the board and its staff. I wéuld aék bur
president, Don Bogard, to please introduce them.

MR. BRAUDE: Mr. McCarthy, if I may, please, because
if the meeting is aboﬁt to start in substance, I'm trving in
a very, very conciliatory fashionlto find out how the board
meeting will be run. In San Francisco, it was run one way;
in St. Louils, another. |

I just héve a very few questions that I think will
help the board run the meeting and help us to participate in
tﬁe meeting. One, should we assume that at the end of every
sﬁbétantive item on the agenda, the panel, the budget mark,
that comments will be entertained from the floor before there
is any board action; is that correct? It's fairly confusing
from the board book.

MR. McCARTHY: At my discretion, I will determine --
and I have determined, subject to any board considerations --
thHat at the conclusion of the discussion, if there is any,
from the staff -- and I'm not sure 4—-on the mark, we will open
for a short time public comment, and I would appreciate the
public comment from those who did not make contributions at the
St. Louis meeting. This has been taken up, but I --

MR. BRAUDE: After the panel discussions?
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‘meeting to be over on the agenda the next day at 1:00, on

- Tuesday —-- after rushing people and cutting off people on

13

MR. McCARTHY: After the panel discussions; that is
correct, Jim.

MR. BRAUDE: I should just say that I think, in
advance, it's inappropriate for you to suggest that people who
hévé spoken at prior board meetinags who choose to come again
should not be heard.

One or two more things, if I may, and then vou can
proceed with your panel discussion,

MR, McCARTHY: Sure.

IMR. BFAUDE: In San Francisco, vou, one, limited the
number of people who could speak; two, set time limitations on
how long people could speak because you were under such serious

time constraints, allegedly. The time constraints caused the

Monday because you had to leave Tuesday at noon. As it turns
out, you adjourned the meeting Monday, anyway. So, clearly,
there was not the time problem that vou suggested.

What we would ask in advance is, one, clear informa-
tion that whoever wants to be heard on an issue -~ this is a
public meeting -~ will be heard; two, that until you determine

that there seems to be a time problem, that vou won't
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arbitrarily cut people off or suggest they have a limited
amount of time. It is very difficult, Mr. McCarthy -- we
suggested it before -- toparticipate intelligently in a meeting
on issues that matter very dearly to all of us if we don't
know in advance what the process is going to be. For you to
say in advénce "if a comment is worthy" is really not only

inappropriate but is also, frankly, a little bit insulting —-

thank you -- to say the least. And so, all we're asking --
all we are asking -- which would be helpful to vou, as well,
sir -- is for you to explain to us in advance what the

procedure will be for comment. I know for a fact that on the
vanel discussion, the budget mark, and a number of the
outrages that yvou'wve all perpetrated at prior meetings, we
plan to comment today, and all we would like to know is when
and what kind of process you plan to enforce so that it isn't
done in ah ad hoc way based upon how unhappy yvou are with the
comments or how unworthy you deem them to be.

MR. McCARTHY: Thank you, Jim. That's a reasonable
request, and I think that I have already stated that the public
session of this meeting will be completed by lunchtime, so --

MR.kBRAUDE: If the pahel discussion goes until five

of twelve, does that mean we have five minutes?
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McCARTHY: If that's possible, that could be the

don't believe that it will be conducted in that

manner, though. But we have set this to be concluded by

lunchtime.

MR.
I think most o
issue as it co

board. That's

BRAUDE: I should just say for the record that
f us here expect to be able to comment on every
mes along before there is a vote taken by the

how a public meeting should be run, and we

expect it to run that way.

MR.
Jim, and --

MR,

MR,
comments.

ME.

MR,
please?

MR.

MR.

MR.

Upstate Law Pr

McCARTHY: Well, I'm glad vou have expectations,

BRAUDE: Not much hope, but expectations.

McCARTHY: Thank you very much for those

BROWN: ' I have a comment, Mr. McCarthy.

McCARTHY: Could we have your identification,

BROWN: My name is Steve Brown.
McCARTHY: Thank you.
BROWN: I'm Project Director of the Greater

oject in Rochester, New York. I have a press

sﬁatement, a press release, here that -- a statement that I'd
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)
E ! like to circulate. The normal practice in these meetings is
2 for people with statements and information to drop the informad-
3 tion off at a table for people to pick up when they come in,
4 for distribution.
5 I have just been informed that this table, which is
6 half empty, is not appropriate for putting any papers on for
7 ~distribution. Could I get a clarification of that and a
| 8 reason for that if that's the policy?
] _
| 9 MR. McCARTHY: Go ahead and put them on there.
10 That's fine.
L MR. BROWN: Thank you.
12 MR. BOGARD; The first part of the presentation this
13 morning, involving the fundiné formula, we'll have a report
14 by Dr. David Peterson and the Vice President of Operations,
15 Dennis Daugherty. Dr. Peterson has been under contract with
16 thé corporation to study the funding formula issue, has made
17 a presentation to this board back in July, I bélieve, and now
18 has come out with the final report, which will be submitted
19 at this time. Gentlemen.
20 . MR. DAUGHERTY: Mr. Chairman, as President Bogard
21 indicated, this is a continuation of a discussion that began
22 at your Audit Appropriations Committee meeting in July, and,
e CAROL J. THOMAS
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indeed, a continuation of discussions that have taken place at
the staff level in the corporation for some five or six years,
since the creation of a Resource Allocation Task Force back

in 1978.

Qur purpose is to attempt to find a method for
achieving.an allocation of Legal Services Corporation funds
that is related as closely as possible to the distribution in
the United States of persons who-aré unable to afford legal

assistance -- where are the clients of the Corporation and what

is their distribution and to distribute our funds in relation

to it. That woula seem to be a very important purpose, given
ﬁhe chief objective of the corporation being to bring about
equal access to justice, which, in my view, would be not only
that indigent persons should have an opportunity similar to
that of those who may afford legal counsel, of retaining
attorneys, but the poor persons in New York, New Jersey, and
poor persons in San Francisco, California, should have roughly
equivalent oppoftunities, access to attorneys to deal.with
their critical legal needs. |

In July, I reported to vou that we had 105 of our
286 grantees who were funded below level of $é.20 per poor

person and 27 grantees that were funded over the level of $9
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’in relationship to historic decisions made by the staff of the

Office of Economic Opportunity and Legal Services Corporation,

18

per podr person up to a total as high as $17. This is a resulg
of massive shift in the location of the poverty population
sinc¢ the 1970 census, on which basis we had previously
alloéated $6.20 per poor person, as well as the fact that a
substantial share of our total basic field funding is

allocated not in relationship to the underlying population, buf

which had.the effect of funding some programs significantly
above the minimum access level at which the new legal services
program has funded in early years to the corporation.

As a result of Congressional action on the 1984
appropriation, we have seen an increase.at both ends of the
scale. As a result of the $34 million increase in the
appropriation, fortunately, no program next yvear will be funded
bélow $6.79 per person. But, at the same time, the discrepancy
among providers remains. We now have 41 providers above the
$9 level, one of them as high as $18; whereas, 119 of our
grantees are funded below what we originally defined as an
access level of $7.

We are here today to talk about addressing that

problem and to address what formula might be more equitable
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than relying solely upon the 1980 census poverty count. As I’
reported to you at our July meeting, that poverty count has
two very serious defects. One, it does not reflect shifts in
the location of the poor between decades; and we've seen
already in this decade a considerable shift as the.auto_
indﬁstry, the steel industry has exverienced economic distress,
causing the poverty population in places like Birmingham and
Detroit to increase significantly. Likewise, in some of the
coal fields, in some of the mining areas of the West and the
Midwest, these shifts were not reflected. If we are to rely
on the 1980 census for another‘lO years, as we have relied in
the past on the 1970 census, we will not be allocating fﬁnds
in relation to where our clients now live.

The second weakness of the census that we identified
at that time was the fact that it did not take into account
the fact that the purchasing power of the dollar varies
greatly from place to place in the country; and, thus, using
the same threshold of incpme as the basis for determining who
is poor seriously understates the ability, the poverty of
pérsons in this citv, New York; in San Francisco; Alaska;
Seattle; Hawaii -~ understates the number of persons who are

unable to afford legal assistance, while indicating a probably
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greater number of persons in rural areas in the South, for
example, where the cost of living is low, as being in need of
legal assistance.

We contracted, as the results of our discussions ih
Jdly, with Dr. David Peterson to recommend to us a multi-
factdr formula that would utilize information which was
available to us more often than once every 10 years, that
would give us an indication as to where economic distress,
where poverty existed; secondly, that would take into.account
variations in the cost of living that affect the level of
income that a person may have and still be unable to afford
legal assistance. Thirdly, we directed him to avoid bias
toward any region of the country; fourthly, to recommend to us
formula factors that utilize data that's available at a

statistically reliable amount at the county level, since manvy

of our programs -- most of our programs -- are not statewide

prqgrams, but are citywide programs that represent counties or
groups of counties. Finally, we asked him to look for other
factors that were equally indicative of the inability to afford
légal assistance for the incidence of legal rroblems. 1In
particular, we wanted to focus on the problem of unemployment.

Dr. Peterson is ready to make his report. He is a
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~Institute. He is a former professor of government and public

21

person who has made recommendations in this area to others.
He has been contracted to the Department of Housing and Urban
Development to make a recommendation with respect to their
housing and the development of the lot grant program. He
worked for a number of years to present a policv which was
concerned with these issues. He has spoken af forums snonsored

by the Brookings Institution, at the Northeast Midwest

administration at Pennsylvania State University and American
University.

I would like to turn the meeting over now to
Dr. Peterson for_this report.

DR. PETERSON: If you will turn, please, to pages 58
and 59 in this document, which I assume you have available, I'd
just like to point to a few of the highlights. 1I'm not going
to give a complete brief, of course, so that you'll have more
time for a question-and-answer session.

what you see in here is a statement of major
purposes of the study. On page 58, it is séying essentially
that we're seeking a formula that can meet the basic needs in
all service areas before subsidizing lower priority demands in
any service area. The approach that's described on page 59
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will be detaiied in a more.academic study, but, essentially,
what you see is an effort to identify the potential bias in
hundreds of indicators ﬁhat we had available or developed and
to identify the indicators or indexes that best measure overall
need, the combination of measures that would have minimal bias.

The figure on page 60 gives a simplistic, but perhaps
useful, statement of the types of bias that can come about
through unsystematib formula development. Cn the right—hand
side of the figure, you see_that Southern bias can result from
the use of what are called nominal 1qw—income'measures, though
income measures thét do not take cost into consideration,
measures such as 1979 poverty; 1969 poverty, reflected in "hold
harmless" or low per capita income. If you take two or three
measures of this nature, of course, or rely exclusively_on
nominal low-income measures, you have a Southern bias. On the
other hand, if you look only at measures of cost or job lag,
certain other economic lag measures, you can end up with a
Frostbelt bias.

By a balanced selection of indicators, however, you
can come up with a measure of overall need or a measure with
minimal bias from the national standpoint. I will be glad to

address these issues having to do with the merit of alternative
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formulas, and I hope that we will not spend a great deal of
time on who wins, who loses, and I will be available after-
wards for informal guestions on a number of merit issues if
you have guestions that you don't have time for in the formal
session.

On page 61, some of the problems in using only
poverty are discussed, because essentially the boaﬁd has only
one objective indicator of need in ité current formula. If
we're going to inveolve "hold harmless," which is nét an
objective indicator of need, yvou have only one objective
indicator of need, and that sufferé from two main weaknesses.
The first is failure td consider area cost differences. The
1979 poverty measure from the '80 ceﬁsus overstates the share
of poverty that's in ﬁhe South. It understates the share of
poverty in areas outside the South that have higher costs of
living. The second oroblem with the poverty indicator is that,
because it is a 1979 measure from the 1979 income vear, it doces
not reflect important trends that have taken place or that will
take place between now and 1985 or subsequent years. We Kknow,
6f course, that the great increases of poverty in Detroit or
Michigan and other areas -- and we see evidence of this in the

current population survey and VLS data and PBA data.
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Essentially, we can say that the povertv data from
l9f9 misrepresents local shares of national need. There is a
need for some sort of adjustment of the poverty data or need
to supplement the poverty data bv economic measures that look
at the history since 1979.

On pages 62 and 63, you see additional evidence of
failure to address cost and trend problems. In fact, in Tablel
what you see is that the poverty rate is very weakly related --
almost unrelated -- to a major dimension of need; that is, the
trend -- the perverse economic trends that some areas have
suffered through the nation, plus high cost relative to income.
ngerty is an excellent ingredient for formula development,
but what Table 1 says is that it's not a sufficient data
element for formula development. Theré must be something more
in a formula if it is to be fair to all states and areas
within states.

Table 2 identifies some of these states specifically
that have suffered more from perverse economic trends.
Michigan, Chio, Indiana, Illinois are well known, and we have
additional statistics to support the ones that appear in
Table 2, page 63. These states have éuffered more since 1979

than, say, the State of Texas. If the allocations are to be
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“fair to all areas, there must be some way to take the economic

- trends into consideration.

Most of the rest of the paper is concerned with

~addressing- these issues in measurement of need, -addressing the
1cqst_iésués,'whiéh_appears on pages 64 and 65. You see three
'approaches‘oﬁtlined there. All three work better than any one

by itself.

-*f~The_first_approach for addressing cost lissues is to

use a measure -that simultaneously takes cost and income into

consideration, such as the gross rent measure from the census,
‘which considered gross rent as a percent of income for families
with less than $5,000 in inceme. That measure correlates very

'hithy‘with a great many‘need indicators andg performs very

well in a number of statistical analyses that we performed.
-Subsequently, vou'll see a recommendation that it be

included in the formula. It differs from poverty in that

poverty is a measure of nominal low income; whereas, this gross

rent relative to income is a measure of real income problems,
a measure that takes cost and income into consideration

simﬁltéﬁeouély. If you don't do that, of course, you get an

_overstatement of need in the low-cost areas of Mississippi and

an,understatementrof need in New York, New Jersey,
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Massachusetts, Tllinois, Ohio, Indiana, and many, many other
places; of course, California, for example.

Another approach to addressinag the cost issues is
the addition of formula factors that don't share the bias of
the poverty indicator in favor of the South and against high-
cost areas. For example, the addition of job lag indicator
would address the cost issue because it tends to tarqét to
highef cost areas than does the poverty indicator. By diluting
the influence of poverty indicator so it's less than 100 percent
-~ of course, by adding a balance of Northern and Southern
indicators -- one can partially address the cost problem. But

neither of the first two approaches would be sufficient, nor

 the two together would be quite sufficient. Special adjust-

ments for areas with extraordinary need, such as Alaska --
with extraordinary costs, I shduld say, such as Alaska, would
also be required. One approach to making these special
adjustments for roughly five percent, let's say} of the service

areas would be to use the Bureau of Labor statistics cost

~estimates in part. A second apprdach, as you see on page 65,

is to use cost estimates derived from regression analyses,
using up-to-date data such as fair-market rents. And many

other variables, of course, are available, such as heating
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degree days.

I'll be glad to get into the detail, informally,
after the meeting, but I don't think it appropriate to address
this in detail at this point. You have on page 66 an overview
of the three‘types of cost adjustment factors, and the
suggestion that ﬁhe weights vary over time according to the
timeliness of the data. As the Bureau of Labor statistics
cost estimates become older and older, I suggesf that the
welghts éssigned be less. As the fair-market rents are
updated and become more and more favorable for use relative to
VLS data, suggested weights increaée.

On page 67, you see ways of addressing the timeliness
of formula data and allocations. One way to increase the
timeliness of formula allocations is to weight the poverty

data by current conditions, such as unemployment rate. To

" welght the poverty counts by unemplovment rate would be one wav

of updating. The second way of updating the 19792 poverty data
ié to weight by trend; say, a five~ or ten-year trend, such as
in job lag. We tested both of these methods, and they both
performed well, particularly the weighting of the poverty
counts by job lag.

A full approach towards updating the data used in
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formulas would include updating the poverty data directly
through the use of current population surveys, to partially
update the poverty data themselves. Composite strategy is
described on page 67.

On page 68, in Table 3, you see a comparison of
alternatives. A three- or four-factor alternative performs
very well in targeting to need. ' You have the factors described
there and subsequently in the conclusion of the paper. A

two-factor formula using 1979 poverty and 1969 poverty, as in

would decrease as you get farther and farther away from 1979
aﬁd 1969. fThe formulas, of course, that can be updated do not
have a decline in performance to match that poverty-based
formula. Essentially, the world is very complex, and it takes
more than a one- or two-factor formula to address'thqse
complexities, to treat all areas fairly. You ha&e in the
summary on page 70 a recommendation that in Phase 1 you use
1979 poverty data with a roughly 70-percent weight; gross rent
or rent cost income ratio for about 20 percent of the weight,
and that is the rent cost income ratio for people under $5,000
in income; and that for 7 1/2 percent of the rate you use

poverty weighted by job lag.
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Poverty weighted by unemplovment did not perform as

2 well as the job lag measure. It is suggested that, initially,
%

3 it receive only a two-and-a-half-percent weight. But as the

4 census data become oider and older, as we get farther and

5 farther away from 1979 and '80, it would make sénse to assign

6 more weight tb job lag and unemployment in formula allocations,

7 if you're really wanting to meet need.

8 ' If the fundamental purpose is the provision of

9 resources, for meeting the most basic needs for justice in all

10 service areas, before expending resources for lower pr;ority

11 demands in any area, then you need a multifactor formula that
iz} 12 addresses all dimensions of need, rather than a one- or two-

13 factor formula that contains serious biases against numerous

14 places.

15 Thank you.

16 MR. McCARTHY: Thank you, Dr. Peterson. Dennis, did

17 you have anything to add?z

18 MR. DAUGHERTY: I just want to point out that we are

19 talking about a very serious problem. While Dr. Peterson is

20 addressing the need to take into account more than just the
21 poverty level reflected in the 1980 census, we are presently
22 not even taking that into account; but the 80 percent of the
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weight in our funding allocations is derived from 1969 poverty
reflected in the 1970 census. I wanted to give you just one
example of what the result of that is. Let's compare the
Legal Services of Eastern Michigan, which serves a poverty
population of 117,626, with the Legal Aid Society of Alameda
County, California, which serves a comparable population of
121,651 persons. If funds were allocated directly in relation
to the poverty population, both of the grantees would receive
approximately $900,000; Eastern Michigan, $890,000; Alameda
County, $920,000.

One might think that, as Dr. Peterson suggested,
Eastern Michigan would even have a higher incidence of need,
given the higher unemployment rate in Michigan of 13.1 percent
compared to the 9 1/2 percent of California. But, in fact, in
;983, we allocated $600,000 to FEastern Michigan and $1.2 million
-— twice as much -- to Alameda County, or $5 per person in
Eastern Michigan and $10 in Alameda County. As a result of the-
partial corrections in the formula contained in this year's
appropriation, Eastern Michigan will be funded at SBQ0,000, or
$6.79 a poor person, But it still falls $500,000 short of
what Alameda County will receive, $1.3 million or $10.61.

We're talking about quite significant discrepancies in funding
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levels in areas with similar numbers of clients. That's the
problem that we're bringing beforeyou to address and which can
be addressed more fullv by your next panel.

MR. MASSON: Are we readv for some questions?

MR. McCARTHY: Yes, if the Board has any questions,
please propose them now.

MR. MASSON: Dr. Peterson, it would seem, then, in
the past, Legal Services has, for the most part} provided its
fqnding based on a single factor, that being the poverty count,
with the exception of some discretionarf grants and funding.
I'm curious, if that is prevalant in cther government égencies,
in that they use a single factor such as that, what has been
your experience or study of that; and, if not, can you tell us
what comparable agencies might be doing.

DR. PETERSON: For programs that are oriented
towards need, such as HUD programs like Urban Devélopment'Actkm
Grants and Community Development Block Grants, they use
muitifactor formulas or multiple criteria because there are
many kinds of need, many patterns of need, and all indicators
are imperfect; no one measure can address those needs. The
same goes for economic development allocations, such as EDA that

the Commercé Department and others were involved in, and with
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we are in such a complex nation, with many types of need, and
to use one indicator means to have numerous sizable errors in
allocations. You have, of course, with UDAG, Urban
Development Action Grants criteria -- five criteria including
the job lag criterion that's referred to here} but poverty
also is important, and it's given double weight. With
Community Develoﬁment Block Grants, you have four or five
criteria being used over the last eight, ten vears; poverty
being the key criterion, but not the majority of the weight
assigned té poverty.

I see no problem in your corporation assigning more
weight to poverty than anything else, much more weight; but
we would find no way in which to address the needs of all areas
if poverty were given 80, 90 percent of the weight.

MR, MASSON: If we were to pursue and use the
formula that you have recommended, exactly applied it, say,
over the next five to seven vears, in the manner that you have
suggested, if you can simply, briefly tell me what wouldrbe
the effect on areas that, over the next five years, are going
to have expanding economies and more jobs versus the areas
that might be contracting and have higher unemployment. What
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would be the effect on those two areas on the grants?

DR. PETERSON: You would find that areas such as
Michigan, Ohio, Indiana, Illinois, in the short run anyway,
would benefit from the job lag part of the formula because
their job lag is so substantial that it's not likely to turn
around in the next few, eight years. As far as the late
eighties, it_may be hard to tell who may benefit because
trends can vary so much by area by area; but, clearly, if you
start off with seven-and-a-half-percent weight and increase
that weight as the census data become older and older, you
would have a flexible formula which can address the need
wherever it is in the nation. It wouldn't guarantee that
Michigan would be the beneficiary in 1989 or in '90, but,
surely, many midwestern states would be key beneficiaries in
tﬁe short run. States that had very favorable trends in 1979,
such as Texas, for example, of course, would be vielding éomef
what to Michigan and other states, as compared with using a
purely poVerty formula, one factor, the 1979 poverty formula.

If there's some other aspect you want me to
address, I --

MR. MASSON: Just for the record, then, being a
westerner, you might say that this formula in the short run is
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somewhat anti-Sunbelt, discriminatory towards the Sunbelt a
little bit.

DR. PETERSON: If you don't add in the cost adjust-
ment, I would have to agree with you. However, if you add the
cost adjustment in there and include Hawaii, California,
Alaska in the West, these would be among the major benefi-

ciaries. 1In addition to the data reported on in the paper,

data reported on in the California Lawyer and numerous other

cost studies, including one of vour own, suggest that the

~legal costs are higher in the West than any other section. So

if you would accept the proposal that specific cost adjust-
ments be made for areas having especially high costs, then that
would help the West more than any other region.

One other point: I don't think it's a bias if,
let's say, Mississippi gets more than Oregon or Washington on
a per capita basis, thinking of general populace. I don't
think that bias would be the proper term. Nor do I ghink it's
a bias if Michigan would be given somewhat more in 1985 than
one would give it on the basis of the 1979 data. If you're
talking about winning_and losing, that's one thing. But I
don't think it's a bias in the data. It would be a bias if

we didn't have a cost adjustment which takes care of the West,
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which has the most serious problem.

MR. MASSON: Dr. Peterson, I appreciate that. That
pretty much takes care of my question. I would like to make
a comment to my fellow board members and to Don Bogard and
thé staff. I'm sure that our chairman, Mr. McCarthy, would
agree with me, if we were to adopt in the future this method
of funding, I would certainly hope that that 5 percent
discretionary funding would have a western bias to it.

MR. McCARTHY: 1I'll concur with that.

MR. SANTARELLI: Am I supposed to defend the east?

MR. McCARTHY: Does the public have any questions
they would like to address to Dr. Peterson or to Dennis?
Yes, sir? Please identify yourself for the record.

MR. ROYAL: James Royal, a Philadelphia client. I

understand the technicalities and the various views that you

“have laid out, not very much -- you know, not as well as you

do, but I understand the general principle, and I would ask a
question in this regard. Most of the time, clients are not
involved at that level of expertise; simply because, you know,
no one's had to. But they know that they are the recipients
of whatever formula has come out. Do you involve clients

directly in your information gathering besides the various
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tables that you use?

DR. PETERSON: We have -- I've been asked to attend
meetings where a great variety of participants were in
attendance, and I talked with them, of course, after the
meeting. I have, over the last decade, been very much.
concerned with the viewé of service workers, clients, govern-
ment officials. However, I must say in the initial stages of
this work, I was primarily concerned with addreséing those
issues which could be objectively addressed. 1I've left open
some issues or haven't closed in on some of the issues that are
less objectively addressed, such as the precise weight once
you take political feasibility into consideration. It might
be your board members, other members here, could better address
those iésues. it might be politically more feasible to use a
milder version of job lag, for example; one that more areas
would benefit from.

Those sorts of issues, I think, are not strictly
scientific issues, and I haven't tried to close those by this
paper. Those are still open for your policy makers in very
great degree. I do think that policy science indicates that
there are certain formulas that are vastly superior to hold

harmless or to the poverty indicator, or a combination of those
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two. I'd be glad to listen to you subsequently if you have
anything to address that I haven't dealt with in the paper or
here.

MR. ROYAL: In other words, then, in general, say,
on a hundred percentile, you might involve clients at a six- or
seven-percent involvement in your study.

MR. DAUGHERTY: We've contracted Dr. Peterson not to
make a survey of opinion, but to do some statistical analysis

for us, to inform us on a basis of his experience what data

‘bases were available from various government agencies. We have

presented the general problems before a previous meeting of
this board and before a méeting of project directors in one of

our regions. We had solicited the input and sent copies of

“the first report to project directors and to board members,

including client board members, and solicited their views.
But Dr. Peterson's role here was not to interview

clients or project directors, but to do the statistical

analysis for us.

MR, McCARTHY: Yes, sir.

MR. WATSON: My name is Kipp Watson, and I'm here on
behalf of Disabled National. Whether you are aware or not,
according to the figures of the Census Bureau in 1976, 28.7
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Hai percent of people who are pocr are people who have disabilitiesl
2 Now, there is a varving prevalence of architectural, communica-
3 tional, and attitudinal barriers in the country which prevent |
4 people who are poor and who alsp have disabilities from the
5 || receipt of legal services. Now, you have considered in these
6 studies a .vaxjiety of factors which you might utilize in giving
7 various degrees of weight in deviation from your poverty
8 st.andard.
9 I am curious as to why there is this notable absence
10 of any regard for the prevaleﬁce of disabilities in the popula-
1 | tion at large. | You may or may not 5e aware that some r'egions
12 have a higher incidence of disability than otﬁer .regions. You
13 may or may not be aware that some regions have a higher
14 incidence of balrriers in Legal Services offices and in the.
15 structure of the delivery of legal services to poor people.
16 Why i this issue of disability ignored to such an
17 extent when you have other factors of deviation from the
18 || poverty norm, unemployment and whatnot?
19 DR. PETERSON: We didn't ignore it. We used more
20 [ than 500 indicators of need during the initial development of
21 indexes and testing of formulas, and we did get, from HEW and
22 subsequently from HHS, over the years while I was at Duke
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University and other institutions, data that dealt precisely
with the issues that you have raised. There are statistical
problems, however, in using these in the final formula. The
statisticians have reasons fof recommending some other data
than these. However, we did have data from Health and other
agencies that allowed us to test various indicators related to
disability. When I was with.Southern'érowth, we activély

used the evidence on disability to justify certain need
indicators that we're using, saying these need indicators also
target to where the handicépped are. We know, of course, in
West Virginia and certain other.states, there are many more
handicapped people than in certain other states. So, because
something does not appear in the formula dcoes not mean we
ignored it. We did have the support from the corporation -
in fact, the requirement that we look at many hundreds of
alternative need indicators. We did that. In the more detailed
report, yoﬁ'll see more of these laid out. And you're guite

right that the sort of indicators you referred to are useful,

stages and not in the final stages or in formula allocations.
MR. WATSON: So if I am to uﬁderstand vou correctly,

sir, you are saying that you are not ignoring the incidence of
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disability, you are simply not including them in your final
statistics.
MR. DAUGHERTY: Let me sum up if I can. I think whay

we're saying is the problems of disability, as the problem

and without -- livingrwith one Oor more parent -- with only one
parent, are social problems that have economic effects. So
often, £he poverty and.the nﬁmber of persons with low incomes
-~ it shows up in terms of high housing costs relative to
income. It shows up in terms of unemployment. We tested each
of the indicators that are recommended and found a Qefy high
correlation with significant personal problems such as the
incidence of female-headed households, the incidence of
disability,and so forth,

DR. gETERSON: You can argue that the best need
indicator of all has to do with family structure, and we don't
have that in the formula; but the formula does target --

| MR. WATSON: No, I don't want to —- I'm_not arguing
aboﬁt that. I --

DR. PETERSON: I know you don't want to argue, but
the point --

MR. WATSON: But the trouble is that Legal Services
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Cbrporation -

DR. PETERSON: I'm trying to illustrate --—

MR, WATSON: When you determine what funds -- excuse
me. When you determine what funds go to what offices, what
I hear you saying, and I haven't heard anything to dispute
ﬁhat, is that there is absoclutely no regard given to the cost
of removing barriers that have been traditionally in place and
haﬁe traditionally kept out 28.7 percent of poor people from
receiving legal services.

MR. BOGARD: If I may, there is a regulation on
ﬁrohibition against discrimination on the basis of handicap
that currently exists with the corporation. 1It's Part 1624.

I think we'll have the staff take a look at that. If you have
anything you'd like to suggest, any improvements or changes,
why don't you direct those to my attention, and we'll have the
staff look at it thoroughly and see if there's any changes
that need to be made.

| MR,WATSON: Fine. We are familiar with that, and we
have dealt with the region prior to --

MR. BOGARD: Why don't you come directly to us and
we'll take a look at it?

MR. McCARTHY: Thank you for your interesting point
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there. It will be considered.

Are there any other guestions to be directed to
Dr. Peterson or to Dennis? Well, thank you very much,
gentlemen. We appreciate your information. We have continued
panelists, and I'll let Don introduce them. Yes?

MS. MARNANDO: I am Michelle Marnando. I am with
an agéncy called "Project Outwardbound" and a coalition
called "Federation of Recipients with Activism" regarding
disability. What I wéuld like ﬁo ask is this: In New York
City right now, we literally have no handicap support unit,
which I guess you know, and to cut support out would actually
be criminal in these times.

’ When looking over the budget, I wouid like to ask
that New York City be able to start a handicap support unit
again, at least with a full-time handicapped rights coordinator
and a 504 coordinator and a paralegal.

MR. McCARTHY: May I suggest at this time the same
suggestion as made to this gentleman, that those suggestions
and guestions be addressed to the president, Don Boéard, or
the staff; and under our mandate, under the act, they will

certainly be considered, and your suggestions will be

- appreciated.
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MS. MARNANDC: Yes, I would like to —-

MR. WATSON: A quick question with regard to
Section 1624: Is it not your view under the nondiscriminatory
reguirements of that section ﬁhat there ocught toc be a sign
language interpretor at public méetings such as this?

MR. McCARTHY: May I suggest in the viewpoint of

time, again, that that question be addressed to the staff and

. == probably in writing, and I think that you will get an

answer to that. I don't think this is quite the time to
consider that response. So with that, may I call on the next
panelist.

MR, SANTARELLI: May I say, Mr. Chairman, that we
don't want to leave the wrong impression here on the
procedures that you see going on. If there is insufficient
attention in the survey that we have commissioned and in any
final poéition that this board takes -- and you'li be on
nétice of that -~ that has not adequately included a weighting
or consideration of the problems of disablement, we are please
to hear that. It is not our intention to give any short trip

or shortened trip to the disabled elements of the legal

"service community, individuals of the legal services

community. Part of the purpose of this public meeting is to
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catch the slips or to add fertilizatiqn that doesn't occur to
us. And we do thank you for that. That's the reason why we
are saying to please communicate those kind of details to the
staff. The indication from the board is that they should be
taken up and considered. We can't very well do that as a
board, and that's not the way boards operate, you know, to
write thiﬁgs in great detail and tc manipulate the details'of
é problem. That's the purpose of the cofporation's staff.

So it's a good idea. This is a uéeful function. We want to
tell you, as board members, that we are sympathetic to the
notion, that we do not wish to discriminate in any way against
the disabled, and that if we are inadvertently, we will
undertake to do something about it. 8o thank you for your
input.

MR. BOGARD: The next panei discussion will involve
three people, including Robeft Cohen from Legal Aid Society of
Orange County; Rodney Watts, who is the project director from
Wayne County Neighborhood Legal Services in Detroit; and
also Ray Norko, with the Legal Aid Society of Hartford County,
Connecticut. These gentlemén represent programs with varying
funding levels, Orange County being the lowest funded program

funded by Legal Services, and Rodney's is somewhat under the
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national average, and Ray's is slightly above the average, as ]

recall.
would vou like to start?

MR. Sure. I was wondering how we received
the honor of being the lowest funded program by ﬁhe Legal
Services Corporation, so I tried to do some historical
fesearch on this. I asked Pat Hérzog, who is a member of our
board.of directors, who was the first Legal.Services attorney

in Orange County. .She was working for the Bar Association

asked her how the whole funding pattern developed, and it was
interesting. She said that, at that time, the County was
predominantly rural and that the folks who were running the
County had other interests than having a 1ega1.services
program. As a ma