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Executive Summary

Introduction

With the endorsement of the National Advisory Committee (NAC), the
Institute of Fiscal Studies and Democracy (IFSD) at the University of
Ottawa was asked by the Assembly of First Nations (AFN) and the Caring
Society to define a funding approach and performance measurement
framework for First Nations child and family services, with funding
support from Indigenous Services Canada (ISC).

The purpose of this project is to present stakeholders with a funding
structure; a means of developing evidence to understand the well-being
of children, families and communities; and a range of scenarios to cost
the proposed approach. There are four parts to this work:

1. Expenditure analysis and funding impacts: Defining the existing
baseline of FNCFS program allocations, expenditures and their
impacts, including CHRT-mandated funding.

2. Performance framework: Defining a measurable future state from
which to build a funding approach for thriving children.

3. Funding approaches: Identifying and analyzing approaches to funding
that support improved outcomes for children.

4. Transition plan: Defining approaches and considerations in
moving to a new system of performance and funding focused on
thriving children.

Context for change

Supporting the well-being of First Nations children, families, and
communities is the principal goal of this work. The current state is

a challenging point of departure, with disparities in poverty, access

to potable water flowing from a tap, health outcomes, the effects of
intergenerational trauma, food sovereignty, safe and suitable housing,
and broadband connectivity. Well-being is holistic and connected to

an individual’'s environment and their community. Fostering well-being
means considering the many contextual factors and considerations that
shape children, families, and communities.

An Act respecting First Nations, Inuit, Métis children, youth and families,
commits to reconciliation, substantive equality, and the well-being of
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Indigenous children, youth, and families. Read through the lens of its
preamble, the Act is an opportunity to restructure and resource First
Nations child and family services (FNCFS) to deliver better results for
children, families and communities with commitment to substantive
equality, a culturally informed approach and the best interests of
the child.

There is an opportunity to address the challenges associated to the
protection system that the Canadian Human Rights Tribunal (CHRT)
found to be discriminatory and underfunded in its rulings. A child’s
contact with the protection system has long-term consequences and
increases their likelihood of interacting with social services such as

the welfare system, the criminal justice system etc. later in life. These
systems are corrective measures, often addressing downstream effects
of risks that had the potential for mitigation. Independently costly to
run, these systems are designed as final backstops to social challenges
rather than addressing the causes of the causes. The current system
invests in reactionary measures rather than proactive ones, that end up
being more costly and less effective (see The cost of doing nothing).

This project seeks to reset the structure, funding, and governance of the
current FNCFS system to mitigate and address the causes of contact
with the protection system.

Phase 2 approach

This work is developed from the ground-up, with collaboration and
insight from FNCFS agencies, First Nations, and experts. Twelve in-depth
case studies, a survey on FNCFS expenditures, three expert roundtables,
and supplementary research and analysis from Canada and the United
States, form the foundation of this work.

The existing funding gaps in the FNCFS system were well-defined by
the Phase 1 project, Enabling First Nations Children to Thrive. With the
participation of 76% of FNCFS agencies, gaps in funding for prevention,
poverty, information technology, and capital were identified.

This project (Phase 2) builds on the findings from Phase 1. With the
goal of holistic well-being, Phase 2 proposes a performance framework
(Measuring to Thrive) and a need-based block funding approach (Table 1).
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BLOCK FUNDING APPROACH:

Resources are allocated based on a combination of previous
financial data (to fund maintenance and protection) and need (e.g.
population size, geography, poverty level, etc.).

Funds are provided for general purposes identified under terms
and conditions in a contribution agreement or a statute. Service
providers have flexibility to adjust allocations (e.g. operations and
capital, protection and prevention).

The capacity to “carry forward” money (ability to move monies
forward if not spent, in a current year, like the 10-year grant) and
access to emergency funding, as provided, are consistent and
additive to a block funding approach.

Emergency funds would be available should a service provider—
due to an exceptional increase in service demands (e.g. protection
requests, an increase in health-related issues)—be unable to meet
the needs of their communities with pre-defined revenues.

In the proposed approach, risk is managed to empower service providers
to act in the best interest of children, families, and communities.

TABLE 1: Current state and proposed future state comparison of the
FNCFS program.

Current state Proposed future state
= Funding driven by children in care = Funding driven by indicators of
well-being

= Top-down; formula-based funding = Bottom-up budgeting complemented
with ad-hoc supplements by need and performance components

= Mixed governance model = First Nation control (An Act respecting
First Nations, Inuit and Métis children)

Performance framework

The Measuring to Thrive framework marks a departure from the current
state of performance measurement for the FNCFS program. From four
output-based measures focused on protection, to seventy-five indicators
that capture the well-being of a child, their family, and their community
environment (Figure 1). Understanding a child’s environment is integral to
their well-being. How can a child be well if their housing is not safe and
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secure? If potable water is not readily available? If the effects of trauma
and addictions impact their communities? Measuring to Thrive connects

children, families, and communities to capture a holistic vision of well-being.

Thriving First Nations children need thriving First Nations communities.

FIGURE 1: Current state and proposed future state comparison of performance measures.

Current state FNCFS
performance measures

Percentage of First Nation
communities offering family
support services aimed at
keeping families together.

Percentage of First Nations
children on-reserve, in care.

Percentage of First Nation
children entering care for the first
time.

Percentage of children in care
placed with a family member.

Proposed future state:
Measuring to Thrive

FAMILIES

(6 indicators)
PN

Performance area

Sample measures of
indicators

Wellness and social
engagement

- Families reporting livable

income to meet needs

- Families demonstrating

social engagement through
participation in cultural
traditions, teachings and
ceremonies

- Incidents of family violence

CHILDREN

(42 indicators)

Performance area Sample measures of

indicators

Safety - Incidences of child sexual
abuse

- Number of moves in care

- Rates of family
reunification

- Children achieving basic
numeracy and literacy
targets

Cognitive development

Social relationships - Youth reporting ties to
elders

- Youth reporting ties to
siblings, extended family,

friends

Emotional, cultural and | - Children/youth reporting

COMMUNITY

(27 indicators)

Performance area

Sample measures of
indicators

Basic needs

- Households with drinking

water flowing from tap for
consumption, bathing and
other uses

- Households with internet

connectivity

- Community employment

rate

Community services
and engagement

- Community spaces for

gatherings

- Community controls and

runs health services

spiritual well-being eating traditional foods Wellness - Rates of violent crime
- Children/youth reporting - Rates of chronic health
pride in Indigenous identity conditions
Education - Community offers and

Physical health and
well-being

- Children/youth reporting
regular physical activity

- Percentage of teenage
births
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The approach in Measuring to Thrive is a manifestation of the

Treasury Board of Canada Secretariat’s Policy on Results and Guide to
Departments on the Management and Reporting of Horizontal Initiatives.
By collecting data on the causes of the causes that inform well-being,
the measurement framework is a results-based tool to plan, monitor,
and assess the performance of policies and programs, against the goal of
thriving First Nations children, families, and communities. The horizontal
view adopted in the framework is an expression of the interrelated
criteria of wellness.? This type of integrated performance framework
could be considered by provinces and unaffiliated First Nations to
capture and track well-being in communities.

Funding approach

To deliver on the desired goal expressed in Measuring to Thrive, a funding
approach that is informed by need with latitude for service providers

to act in the best interests of those they serve is necessary. A bottom-
up funding approach was designed as a block transferred budget with
components addressing gaps in need, including prevention, poverty,
geography, IT, capital, with supplements for the shift to a results-
focused approach (Figure 2).

FIGURE 2: Proposed funding approach overview.

Capital fund
Poverty Geography | Prevention
Emergency
I funding

Baseline budget + top-ups

for IT and capital

1 Treasury Board of Canada Secretariat, “Guide to Departments on the Management and

Reporting of Horizontal Initiatives,” Government of Canada, updated May 17, 2018, https:/
www.canada.ca/en/government/system/finances/horizontal-initiatives-database/guide-
departments-management-reporting-horizontal-initiatives.html.

2 A cloud-based application for data collection, tracking, and reporting has been
developed by IFSD for use by FNCFS agencies and First Nations.
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The funding approach is connected to the Measuring to Thrive framework
and is intended to provide FNCFS agencies with the resources necessary
to deliver the programs and services needed for thriving First Nations
children, families, and communities. The approach is consistent with

the Act that commits to fiscal arrangements to support the delivery of
FNCFS to secure long-term positive outcomes,® as well as the efforts on
devolved fiscal relations for First Nations.

Spending implications

Children, families and communities have needs. Some may need

more support than others for various reasons. Professionals and
communities should have the tools, resources, and flexibility with
which to employ them to address the causes of the causes of need.
The choice of tools should not have adverse fiscal consequences, when
accountable decisions are made for the well-being of children, families
and communities.

Working to improve well-being means increasing resources to prevention
services, while maintaining support for protection services. Over the
long-term, we expect the relationship between spending and results to
change (Figure 3). There is well-established research that demonstrates
the long-term benefits of early investment in child well-being, including
better health, social and cognitive development, and even parental
benefits. This and other research support a business case* for significant
investment in prevention to mitigate potential negative downstream
effects such as incarceration, homelessness, and lost opportunities,
which can result in significant financial and social costs.

3 An Act respecting First Nations, Inuit and Métis children, youth and families, c. 24, s. 20
(2)(c), last modified July 14, 2020, https:/laws.justice.gc.ca/eng/acts/F-11.73/page-1.html.

4 A business case provides a justification for undertaking a project with relevant
supporting evidence.

IFSD Funding First Nations child and family services (FNCFS)



FIGURE 3: Modelling an adjustment to current state funding to achieve long-term goals, with a
sustainable relationship between funding and results.

| Current state | I Future state (interim) | | Future state (long-term) |

New baseline + results

Long-term funding with a sustainable
funding 9 9

relationship between funding and

3 —— ey, results
2 [ S e
T .
g Current state funding + New baseline: 2018-19
[ CHRT top-ups budgets + funding for
/ IT, capital, prevention,
poverty, geography

Current state funding

Time

For the 2018-19 fiscal year, FNCFS agencies reported total expenditures
of approximately $1.7B (through the IFSD survey) which may include
supplementary funding from CHRT-mandated payments.

With 2018-19 FNCFS expenditures as a baseline, the approach adjusts
the baseline budget by adding components to reflect the First Nations
served, to support the Measuring to Thrive performance framework,
grown by the standard factors of inflation and population (Table 2).

TABLE 2: Funding approach components and their applications.

Component Quantification

Results = Funding to support goals in the Measuring to Thrive
framework. Percentage of baseline budget.

Prevention = Per capita allocation, $800, $2,000 or $2,500 by population
on-reserve.

Geography = Factor increase to baseline budget, using ISC’s weighted
remoteness quotient.

Poverty = Household basis; relative to provincial poverty line; Census
2016 data.

Capital = Percentage (e.g. 2%) of total value of capital assets for

capital maintenance.
= Application-based fund for major capital projects, e.g. new
building, extensive renovation, etc.

IT = Percentage top-up to baseline budget of 5% to 6%
based on industry standards for not-for-profit service
organizations.

Emergency = Percentage top-up to baseline budget to address
funding unanticipated circumstances related to CFS, that affect
demand for an agency’s core services.
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To model the funding approach, three scenarios are proposed, based
on low, medium and high points in the ranges associated to each of the

cost factors (Figure 4).

FIGURE 4:

PREVENTION

$800-$2,500 per person
community

$268M to $837M

GEOGRAPHY

0.25%-1% of scaled value of ISC
Band Focused Approach index

$34M to $137M

INFORMATION
TECHNOLOGY (IT)

5%-6% of baseline budgets,
based on industry standards

$92M to $110M

RESULTS

1%-5% of baseline budget for
data collection and transition

$18M to $92M

POVERTY
3%-7% of the difference between
total median household incomes
and provincial poverty lines

$14M to $34M

CAPITAL MAINTENANCE

1%-2% of the value of owned
assets

$1.3M to $4.0M

Cost estimate overview of the proposed funding approach.

EMERGENCY FUND

0.5%-2% of baseline budget for
emergency response

$9M to $37M

CAPITAL ASSET
REPLACEMENT (CAR)
FUND

Three space allocation scenarios
and construction costs

$133M to $200M

— [ High =$3.08

Three cost estimate
scenarios (2021) +
baseline expenditures:
Low = $2.1B

Medium = $2.7B

2018-19 FNCFS agency
expenditures = $1.7B

The differences between the
current and proposed state in
2021:

Low = $437M + CAR fund
($133M)

Medium = $939M + CAR fund
($173M)

High = $1.25B + CAR fund
($200M)

The proposed funding approach represents an increase in overall system
costs between $437M and $1.25B in 2021, depending on the selected
scenario, plus capital asset replacement fund investments (Figure 5).
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FIGURE 5: Total estimated system costs (low, medium and high scenarios), 2018-2036 (with
Statistics Canada’s constant population scenario and 2% inflation).
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The performance framework and funding approach are directionally
consistent with the Act, seek to address CHRT findings, and propose a
way forward focused on the well-being of First Nations children, families,
and communities.

Challenges

Change is difficult. Transitioning to a bottom-up funding approach and
performance framework informed by the lived realities of First Nations
children, families and communities will impact existing practices. It will
take great effort to shift the system from one focused on protection to
one focused on well-being, which includes child safety. This transition
from a protection-based fee-for-service model to a block funding
approach that supports both protection and prevention will require a
new system structure, a results-focused performance framework, and
related governance practices.

Data availability, access, and collection will take time to develop.
There will be challenges along the way. Shifting from the current to
future state system will require an openness to collaboration, in-
course adjustments, unforeseen challenges, data-driven approaches,
and learning.
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To support the transition from the current to future state, a First
Nations-led secretariat is proposed. With a dual mandate to support
data collection and analysis and operations, the secretariat will be a
resource for FNCFS agencies and First Nations.

Resourcing for substantive equality in outcomes will require investment.
The new funding and performance architectures represent fundamental
changes to the way FNCFS is funded, as well as its accounting for
results through the Measuring to Thrive framework, and accountability
is reoriented to a dual dynamic between ISC and FNCFS agencies and
First Nations.

Recommendations

Pursuant to the findings in this report, the following four
recommendations are made:

1. Adopt a results framework for the well-being of children, families,
and communities, such as the Measuring to Thrive framework.

2. Budget for results with a block funding approach that addresses gaps
and is linked to the results framework.
a. Undertake a full assessment of current capital stock.

3. Establish a non-political First Nations policy and practice secretariat
to support First Nations and FNCFS agencies to transition to First
Nations governance.

4. Establish a group of FNCFS agencies and First Nations willing to be
early adopters of the new performance and funding approach to
model implementation.
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