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Preface

Pursuant to its statutory responsbilities authorized in Section 2 of Public Law 380,
passed during the first session of the 86th Congress and approved by President
Eisenhower on September 24, 1959, the Commission singles out particular problems
impeding the effectivness of the federal system for study and recommendation.

The current intergovernmental grant system was identified as such a problem by the
Commission in the spring of 1974. The staff was directed to probe four features of this
system: categorical grants, the range of reform efforts that stop short of consolidation,
block grants, and the changing state servicing and aid roles. This report is the third in the
series that resulted from this basic Commission decision. It deals with the various
organizational and procedural efforts to improve Federal management of the grant
system, including both categorical and block grants. The report was approved at a
meeting of the Commission on May 20, 1976.

Robert E. Merriam
Chairman
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Managing the
Assistance System:
Categorical Aids and
Strategies for Reform

“MIDDLE RANGE” GRANT REFORMS

An explosion in the number (and dollar amounts) of
Federal categorical grants in the mid 19605 wis Tollowed
closely by a comparable explosxon of political deniands ™

~ for improvements in the management of these—inter-
_govemmental programs. *_The operation of an extensive
system of categorical aids created administrative diffi-
culties for the national government and especially the
-gecipient _states and localities. These required remiedy, =
.and ledto a host of administrative eff efforts aimed at this
objective, -

Wits have texmed this the “circular explosion,” a
reference to the outpouring of Bureau of the Budget
grant management procedures (called ‘‘circulars’™) after
1966. Other instruments of the reform undertaken in
this general period induded three “target grant” pro-
grams, each having a strong managerial orientation;
changes in the organization of the Federal Executive
Branch; and new procedures for interlevel communica-
tion and grant standardization, simplification, and
coordination.

All these efforts fit into what may be termed the
“midgdle range” of assistance reform, which I The subject
of this volume. These are measures of an an ofgunizational
or procedural nature which, while ..‘!‘_@-‘MW
some of the ‘de.fe_,gts,m the operation of an extepsive
system _of..categosical . grants,. still .preserve .its. basic
structure. They attempt to improve the management of




the categorical assistance system within the Executive
Branch — to in fact, “systematize” the extensive array of
isolated grants. However, all are predicated upon the
continued use of categorical grant programs as a basic
instrument of intergovernmental activity and national
domestic policy. The measures thus stop short of the
wholesale transformation of Federal aid, and must be
contrasted with the more far-reaching alterations which
also emerged in the past decade involving grant con-
solidations or block grants and general revenue sharing.
These latter were aimed, not at the improvement of the
system of categorical assistince, but at providing alterna-
tives or supplements to it.

There is no necessary conflict between these two
approaches to grant reform. Both coexist in contem-
porary practice. However, they remain analytically
distinct, and have often been viewed as alternative,
rather than complementary, courses of action.

From one perspective, the middle range reform
measures may scem a ‘“first step” toward the more
far-reaching block grant and revenue sharing approaches.
There is merit in this interpretation, especially in the
manpower and community development fields, in which
the recently enacted block grants followed extensive
earlier experiments at improved interprogram manage-
ment. However, this interpretation also masks the
longer-run  historical and political dynamics of the
middle range reforms. At least in concept, broad support
grants have a lengthy history. “Block grants” as cur-
rently understood may be traced to the recom-
mendations of the first Hoover Commission in 1949,
while revenue sharing legislation first was placed before
the Congress by then Representative Melvin Laird as
early as 1958.2 The actual development of many of the
middle range reforms in the Congress and Executive
Branch during the mid 1960s coincided with the con-
sideration of revenue sharing and block grant legislation.
At that time, grant consolidation was frequently pro-
posed as an alternative to grant simplification legislation,
while revenue sharing was suggested by some as a
substitute for categorical aids.}> From this second per-
spective, then, the grants management measures can be
viewed as compromise or “half step’ reforms.

The middle range grants management efforts also can
be recognized as important administrative adaptations in
their own right. Categorical grants are widely accepted as
a necessary and inevitable feature of a balanced program
of Federal aid. The experience of recent years indicates
that, despite revenue sharing and the new consolidated
block grants, the number of categorical programs
has remained high and has actually continued to grow.
Whatever the correct historical interpretation, then, the

continuing relevance of middle range reforms into the
foreseeable future should be stressed.

This introductory chapter traces the continuing
chorus of criticism directed against the categorical
grants. It provides the background for the chapters
which follow. While the currents for reform began
flowing long ago, they reached flood stage only in the
middle 1960s. Developments in this later period, then,
are given special attention. In the years since, a variety
of techniques for improved grants management have
been utilized; these also are described briefly. Ex-
perience with them, however, is assessed in the following
chapters.

THE NEED FOR ASSISTANCE REFORM

Study upon study has indicated the need for thor-
oughgoing reform m the ﬁscal instruments of inter-
COTTioUS _since 1949 the year in which the first
Hoover Commission issued its report, which included a
section on Federal-state relations. However, this need
was asserted with increasing intensity and frequency in
the mid 1960s and has continued, largely unabated, to
the present.

The periodic assessments of grant program operations
seem surprisingly similar. Very little has changed over
the years. Even the extensive reforms initiated in the
past decade have not altered greatly the nature of the
complaints. Many of the same fundamental difficulties
continue.

Most of the administrative problems associated with
categorical axd arise from the large number of narrow,
distinct programs of assistance — what critics often call
the “fragmentation” of Federal aid. Aid programs, of
,cgvllgtem worth singly, become cbjectionable as they
proliferate. There are a variety of complaints: “‘red
tape,” “mﬂexxbxhty,” and others. “Poor coordination”
ir*p?c’)bably the most common charge. This tetm,

cntlclsms mclude

® widespread inconsistencies among grant
_program precedures and requirements;

® wasteful duplication of effort, with a
number of Federal agencies providing
assistance for similar or _identical

_-PUIpQsES;

@ conflicting or mconsmtent program 1 objec-
tives{er effects): ™

®_inadequate dissemination of information



concerning grant programs and requue-
“mexits; T

® the bypassing of general purpos;: local
_governments. andfor elected state and
“Tocal q_fﬁ_cmls i

® the tendency to distort the priorities of
and weaken overall long-range planning in
recipient jurisdictians,;

® the common failure of Federal agencies
to cooperate in support of a single project
or objective; and

® conflicts between Federal regulations and
state and local laws, procedures.and
capabilities.

More_generally, it is asserted that the assistance,

system . is not .a—<system. >Poderal-aid has-developed - -

piecemeal, with little cons:deratlon for the overall needs .
of, or the overall impact.on, state ‘and-local government.
\ZK_: very least, recnplents are_forced to_devote
mordmate energles to grantsmansl;up = secunng ‘and
dlscourages full partlcr.patxon in Federal programs .ok
makes it impossible for some communities, especially
the_smaller ones which lack the necessary experienced
«mﬂ' Everywhere grant programs tend to operate in
elected ofﬁclals the citizenry, or even any single
Retional agency. The Federal interest also_is ‘harmed,
since inefficiency a and meffectlveness result

case
for the defense has remained as constant as that for
reform. Categorical .programs,-because they are more .
RIecisely . defined, seem .to .provide the-most-certain
Luarantee. that Federal-funds-will-be-utilized-to-adwuaace
&.specific  purpose. They appear ta_offer the most
efficient, direct administrative .means for. securing any
national.-ebjective.Differences in procedure among
programs, it is argued, reflect variations in the admin-
istrative necessities in each program area. While after

1965;—the validity .of the complaints about fragmenta- —beceome-of-muck-moment-at-thet-tin

tion and poor coordination was widely recognized, many
still found some of the proposed. reforms unaeceptable,
una;tractlve or unworkable. In a recent article, Rep-
resentative John Conyers Jr, of Mlchxgan acknowledges
the red tape and confusnon which characterized inter-
governmental fiscal relations in the 1960s. He concludes,
however, that

on balance. .. the inherent advantages of
the categorical grants-in-aid program, then as
now, far outweighed the defects evident in

“Hoover Comrmsslon = issuéd 1ty

‘batancing “of “the Federal mterest iy 56600

their allocation and administration. Al-
though the red tape surrounding the grants
was indeed thick and sometimes tangled, it
did serve the purpose of insuring that the
money got to the people and the com-
munities for which it was intended.*

The terms of this argument are clearly revealed in
some of the earliest assessments of grant administration.
These historic studies, then, are of continuing relevance.

The Hoover and Kestnbaum Commissions

Official interest in the sub]ect of grant reform dates
at least from 1949, the year ifi ‘whith the-Cemsmission on
the (hgammvf'-the— Exeeum-&ancb....the first

oy > report
on: admmozga.mz@non 'I’hough the section of its

report on t the Spmgnt_nffcdexmuommry
brief, it was a 1andmarkm.1he.ﬁe1d,p_remomtory of

___;ndgmmua-be.madalater

The work of the commission in intergovernmental
relations was not entirely without precedent. An eaglier
study was completed in 1928, utilizing-a.survey of state
officials- conducted by.a committee of fli¢ National

‘Municipal League.® In the late 1930s, the director of the

Bureau of the Budget organized the Council on Inter-
governmental Relations, which executed several “pilot”
investigations. The Department of the Treasury formed a
committee to study intergovernmental fiscal relations in
1941 and produced a 600-page report.

The major issues which would be raised in later
analyses were suggested in a 1937 report by V. O. Key,
Jr., for the Public Administration Service.” Keynoted
the-tension between—twe-competing-managerial objec-
tives, The administration-of-grant-programs-required-the

t

nd
adequate performance against the need of the states for

some __flexibility..and..autanomy . Hewsver—the—13tter -

concern; while- M%&&mw not

greater sxgmﬁcance Key beheved “were the

tes. On the

pracnces and,,_localm-»dmany
whole, the conditions and regulations which had
accompanied Federal assistance programs then appeared
both necessary and beneficial; the national government,

in fact, seemed to be a leader in spawning state
managerial improvements. In the foreword to Key’s
study, Joseph P. Harris wrote that

. . the evidence is clear that the influence of



the Federal agencies has almost always been
on the side of improving administrative
standards. That the administration [by the
states] of Federally aided activities is gen-
erally better than that of non-aided activities
can hardly be disputed.®

The Hoover Commission
i ition. Tt fouind much to criticize

¢ _relations. The commission’s work in
general exemplified the public administrator’s concern
with a unified, hierarchical administrative system. Em-
bracing administrative doctrines developed previously,
the commission urged a strengthening of the President’s
administrative authority and the reorganization of gov-
emnmental departments and agencies by major pur-
pose.!® It deeried -the waste from “overlap” and

“*‘duplication” which marked existing executive organiza-
nsm;l T Imﬁgumem, quite . consistenly, was
_extended into the grants management field. -

The Hoover Commission’s report included a brief
assessment of Federal-state relations and listed both the
“assets” and “liabilities” of the grant-in-aid device.
Grants were credited with having increased the quality
of many services, with decreasing servicing inequalities
among the states, and improving the administration of
such state activities as highways and welfare.!? Among
the liabilities cited, however, were the following:

Grant programs are unrelated; they .are..
uncoordinated; and they have developed in a
haphazard manner without any one agency .
— Federal or state — concerned-with the
Wmd the overall effects of
grants-in-aid upon the general operations-of

government.

Grants-in-aid have altered state service pat-
terns and total state programs. Available
Federal funds for matching purposes stimu-
late or “persuade” the states in many in-
stances to expend large sums for an aided
program while, of necessity, other needed
services are neglected. The public assistance
program as contrasted with the general relief
program is one among many examples.

The grant-in-aid method has removed large
areas of discretionary power from the hands
of state officials and has transferred a
nicasurable degree of policy making and

ultimate responsibility and control for pub-
lic services to the National government.'

The commission found that the existing assistance
effort was, in its words, marked by “excessive fragmen-
tation.” It noted with concern that

there are now at least three separate and
distinct grants in the realm of education, at
least three in public assistance, and ten in
public health !4

It recommended that the grant system be clarified and
systematized, using the ‘“block grant” concept: “A
system of grants should be established, based upon
broad categories — such as highways, education, public
assistance and public health....”'* The commission
also urged that grant funds be budgeted and adminis-
tered at the Federal and state levels as are other Federal
and state funds. It proposed that a “continuing agency
on Federal-state relations” be given responsibility for
study, information, and guidance in the field.

The case made by the Hoover Commission was to
have Tittle practical impact. Block grant—Jlegislation
introduced _followin ing_its reeemmendations met with

little success. "Wﬁdmmt&im@;’;
reform were, in fact, significantly-modified-irrthe-seco

major evaluation of. EMW:
Commission on I‘n‘f‘rgovernmental Relations

(Kestnbaum Commisstony ¥ 1955,

The Kestnbaum Commission was fully aware of the
‘administrative “criticisms  of categoncal assistance, and
c@&md the case for broader grants in various
functional fields as well as general Federal subsidigs —
what_now would be called block grants and revenue
sharing.

————

To avoid the defects of highly specialized
grants, the use of more general grants has
often been urged. According to the usual
proposal, funds would be given for such
broad objectives as public health or welfare,
for example. Each state would determine
what emphasis to give within each broad
field. The tasks of supervising, recordkeep-
ing, and reporting would be greatly
simplified.! 7

The Kestnbaum Commission -specifically re]ected this
ggroaeh It wewed the administrative’ difficulties pased
by cate_&oncal prograxm as usually minor.

—



The commission is cognizant of the incon-
veniences. caused . by highly— specialized .

grants. But- to get rid of speciatized grants
merely—because-they “involve admimistrative
inconvenience may. not be the best sojution
oLJb@-preblenrmﬂre matter o be settled

first T each— WW
specification “is-wotthy of what— Tt -witF—
cost.1®

In most instances, the report concluded, there are
strong reasons for confimng~ RraNSTo
_of broad activities.
A grant, in the commission’s view, was ““first of all an
instruTent 3Ed by the-Natiom-govesnment.La.reach its

own objectives,” d-Tie greatest

-assurance that funds would be used to promote these

primary_interests. Such grants represented 2 basically
‘sound. technique, despite their piecemeal deyelopment
—and hodgepodge appearance.”?°

This_official commission position must be juxtaposed
against -the~far-moro-sorious-onRticisme made-n.sgme of
its_field studies. These. found that categorical aid bad
seriously weakened — or at least failed to strengthen —
theosgans of. centsal administration in. recipient states.
Two volumes of case studies prepared for the commis-
sion were concerned specifically with the impact of
grants on state administrative practice.?! Some of these
profiles, especially those included in the first, shorter
volume, indicated that considerable harm has been
worked on overall state administration. For example, in
South Carolina, aid programs were reported to have
“actually fractured whatever semblance of administra-
tive unity” had previously existed in the state?? In
Michigan, aid had emphasized “divisive” functional
relationships, and failed to build stronger overall politi-
cal leadership.?® In the State of Washington, control
over aided functions had shifted from the governor to
program professionals and national political and profes-
sional groups.2 4

A iew of the case studies included in the
second volume_took exception to these-criticisms and
the recommenmmmary
Of THE~STUARY, Written by Roger H. Wells, argued that, in
most cases, aid requirements ‘“do not impose any
particular difficulties on a state which desires to unify its
administrative organization under the governor.
Overall, Wells argued, Federal grants had had “littt
adverse impact” in the majority of states studied; *
other words, he concluded, “the political complaints a
this score have been exaggerated.”?¢

The commission membership was apparently per-

=2 Phile .some observers had perceived the
»2S -

*“management Tiidde™ created By the

suaded by these arguments. It eschewed recommenda-
tions for major change, but did propose a number of
“middle range” reform measures. It—neted—the—diffi-
cultr,esmd by poor timing, insufficient Tlexibility,
andmeedtessty""“a cgnjitionsin Rramt-adnyirdstration
and proposed  improvements?” . Interagency—coordine-
tion posed a special problem:

tereq by different National agencres, there is
a danger that. the interrelationships of the
programs will be overlooked. Unless there is
careful administrative coordination.at _the
National level, the programs may.produce
confusion at .the service level. They may fail
{9 provide mutual support, or, in extreme
cases, may work at cross purposes-so-that
ope.partially nullifies the effect of the.other.
There is some evidence that these results
have.occumed in the past because of inade-
quate coordination among  grant-
admmrstenng .agencies of the National
government.?®

The necessary coordination, the commission suggested,
By orgamzatronal change. t récom-

'mended the creation of a Presidential &taff agency on

intergovernmental relations and the development of
other machinery as needed in particular fields. An
Advisory Board on Intergovernmental Relations would
provide for improved interlevel communication, while
the Bureau of the Budget was urged to intensify its
concern with the intergovernmental field. The commis-
sion also proposed that the Congress maintain active
subcommittees on intergovernmental relations in its
Committees on Government Operations.??

Many of these actions in fact were taken. By 1965,
responsible observers could suggest that ‘“adequate
machinery” for the conduct of intergovernmental rela-
tions - was then available.>® Yet, this verdict proved
premature. The demand for further reform was already
rising.

The Mid 196Qs- RGSLED

problems in grant management in the 1940s and
these were mdely 1ecOgIZES UMY PO the e

of Federal efforts in the mid 1960s. Afte ‘éf/g e
"fr" s
.-.-u—*"m“(e —1th mhtlcal -

partles 3T Ind, Indeed, the subject moved from the restricted



province of official research commissions to become an
important topic of Presidential comment.

President Lyndon Johnson, who had led the effort to
broaden Federal responsibilities through the grant
device, became well aware of the administrative diffi-
culties the growing system posed. His March 1967,
message on the quality of government tallied some of
these:

There are today a very large number of
individual grant-in-aid programs, each with
its own set of special requirements, separate
authorizations and appropriations, cost-
sharing ratios, allocation formulas, adminis-
trative arrangements, and financial pro-
cedures. This proliferation increases red tape
and causes delay. It places extra burdens on
state and local officials. It hinders their
comprehensive planning. It diffuses the
channels through which Federal assistance to
state and local governments can flow.32

“target 2 t ; cu-
tive Order-—requiring consultation thh _state and local

offici ant program re ulatjo lesignation of
official” ““fer ovemmental liaison offices;.the first use of .

the conso ,dated block grant .concept in. the Partaesship .

) ram_of 1966 and its consideration for
other areas, ex.penmental use of ilo.t” Federal Region-
al Councils; and-the comprehensive. reforms. initiated
unsls_:é,slhﬂ* Intergoyernmental _ Cooperation_ Act of
1968.

ew F . An even more sharply critical
assessment of intergovernmental fiscal relations was
made by the next national Administration. In_1969,
President Nixon stressed the administrative complexity

of the Calegonical APPIoach, a subject which wastobe a

major theme throughout his years in office:

As grant-in-aid programs have proliferated,
the problems of delivery have grown more
acute. States, cities, and other recipients find
themselves increasingly faced with a welter
of overlapping programs, often involving
multiple agencies and diverse criteria. This
results in confusion at the local level, in the
waste of time, energy, and resources, and
often in the frustration of the intent of

seivity,
“devoted to identifying functions which migh

Congress. . . . Under our present fragmented
system, each one of a group of closely
related categorical grants is encumbered with
its own individual array of administrative
and technical requirements. This unneces-
sarily complicates the planning process; it
discourages comprehensive planning; it re-
quires multiple applications, and multiple
bookkeeping both by the Federal agencies
and by state and local governments.?*

~ Puesi i e f most
governmental problems lay in improved administration

and refined technique.’® Manag@fial T55ii6S —questions
of ‘means —.received priozity. attention.lo-this-respeet,
the coptrast-with the Kennedy-Johnsenperrod-is—siarp.
The central thrust of the "New Erontiecand _Great
Society’’ had been toward the gassumption of new
Federal roles and respongibilities. Mangement tj;g_g&
greater concern after 1966, had initially been secandary.
Rmhandﬁi&.‘.‘ﬂm.fg_dmﬁm ” however, brought
issues. of _adaministzation to the very forefont of public
attention. For the first time in the century, one analyst
suggests, policy was to be based upon a “power premise”
— a vision of the proper ordering of the intergovern-
mental administrative system — rather than a “service

premise.”’3¢ Categori MWmed bg

cause_it.. A
s1dem swiew tt had also pushed Federal inyolvement
the ‘sphere of state and

considerable attention was

i - t m
“devolved” on.subnational units, Certain other functions
were to be centralized.

Nixon’s “managerial” approach to the resolution of
national problems was revealed clearly in his first year as
President. His first Executive Order created the Council
for Urban Affairs and charged it with formulating and
implementing a coordinated national urban policy.
Other actions created the Office of Intergevernmental
Relations under the Vice President, established common
regional boundaries for Federal administration, and
reorganized the Manpower Administration and Office of
Economic Opportunity, In his first months in office, the
President initiated the three-year Federal Assistance

Review (FAR) program a compmhmmtegy in-

Qnsequently;,v

‘procedure ha '”'mmw the ACIR #r1967.
Other, ~Iater Adrmmstratlon proposals included general



revenue sharipg, siy grant consolidations termed “special
__Tevenue sharing,” T and a.complementary consolidation of
WMWW&&-M@

from 12 to ei ht.
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The Political Dimension. The rising concern over
categorical grants had an important political dimension.
More than principles of good management were in-

volved. Wﬂd aids reflected emerg-

ing...coalitions. .of interest_and.conflicts. which- weie
sometimes intepse; The term “competitive” has been
used to describe intergoverniental relations in the
period from 1965 to the present. Quotmg Senator
Edmund Muskie, one writer lighlights the conflict which

has been characteristic of this period:

The picture . . .is one of too much tension
and conflict rather than coordination and
cooperation all along the line of administra-
tion — from top Federal policymakers to the
state and local professional administrators
and elected officials . . . [The] unwarranted
degree of disagreement, tension, and rivalry
among and between officials prompt the use
of “competitive” for this phase of [inter-

governmental relations] .37

cleavage _partisan. The
Republican Cong;essxonal leadership, concerned_about
_the number_apd._size.of.Eederal programs, pressed in
1966-68 for the use of formula block grants to the
states rather than direct nationaldocal progr
Wm ities and a suspicion of
“rural-oriented” state legislatures, often defended direct
Tinks to cmes ‘through the categorical pIojest-grant
ggroaéfa “Fhe Republican Administration which
came to power in 1969 had, of course, the normal
partisan motivation to criticize the domestic programs
and strategies of its predecessor, and to develop alterna-
tives. It also adhered to a more limited view regarding
‘the use of national resources and power.-A-number of
categorical grant programs were ultimately attacked as
“ineffective.”*® Some major initiatives of the Great
Society were altered or dismantled. The conflict of
political philosophies appeared strong, and the rhetoric
of the period strengthened rather than diminished the
w PR
Yet party lines were not in fact firmly drawn. No
ingle inite tal creed bound the loyalties of
Democrats or Republicans in all branches, levels and
sectors of the Federal system. First, there ble
elements of contmuxty between the ‘actions of the

‘C/\\i)\) -

Johnson and Nixon Administrations. Many of the grant
management initiatives which President -Nixon stressed
had been developed under the previous Administration,
or even before.*® The Democratic Vice Presidential
candidate in 1968, Senator Edmund Muskie, had been
among the first members of Congress to catalog the iils
of the intergovernmental system, and was closely identi-
fied with the movement for reform. President Johnson
had pointed the way toward grant consolidations in
1967. General revenue sharing, the central instrument of

the “New Federalism,”_was ¢ndorsed in principle by
both Presidential candidates in 1968, and its leading

advmawﬁmmww

ennﬁ&e—wsos,-n%gw___katmaqy
Democrats as well as R epublicans recogmzed the weak-

nesses of exlsnng attangements for interg mﬁm

aid.

Certamly as important as the partisan division was a
policy cleavage between program “‘specialists” and the
“generalists,” especially elected chief executives with
broad policy-making responsibilities. The former —
particularly as viewed by the latter — had developed a
new “theory” of federalism, which departed in key
aspects from the more traditional views. -This_new
thaosy,.as. dg.scn“bed m a 1965 Senate study, reflected

wlism, a preoccupation-with

artj rant programs.. fonalism mauamg
W“dﬂettmte generalists,” among them

.eWaMmtm the ngld de ense of

nd ¢ _cavilier
dm___gf__xmna.mﬁerxovemmental _coordination

questions.*% This new approach to aid issues both

~ identified _ and_created tgl_s;gn_mmts_Lmlrgovem-

mental relations. The remlggl,ggm‘g“sgggﬁc areas

_of conflict:

| ® professional program administrators

versus elected policymakers at all levels;

-~ adm1mstrators of individual aid programs
VeIsys. m;eggovem;nental reformers;

j o spec%_;mdﬂle management . versus
_generalized top management;
. “conservative bureau heads versus innov-

“ators seekmg to strengthen other compo-
nents of the federal system — the states,
_our metropolitan communities, and the
decision-making process at all levels;
rof inistrators of one aid.
program versus the professional adminis-
trators of others;and
L profess;onahsm at the higher leve] versus
a lesser degree of professionalism at the
other levels ot

) @




The nation’s governors and mayors, allied in some
degree as “‘generalists,” became increasingly vocal and
united throughout the 1960s. These chief executives, as
represented through the “public interest groups” (PIGs),
acquired new stature and strength, and were able to raise
and press demands for assistance reform. For example,
by 1969, the National League of Cities and US.
Conference of Mayors had merged operations. A few
years earlier the National Governors’ Conference had
established a Washington office. The National Associa-
tion of Counties had been reorganized and strengthened.
All of the groups enlarged their staffs and expanded
their research and lobbying capabilities. They came to
play a key role in the new intergovernmental politics.**

The public interest groups sometimes found allies
within the “generalist” components of the Executive
Branch. These included top staff in the Bureau of the
Budget and, in some cases, the secretaries of major
domestic departments. These Federal officials shared
some common interests with the state and local chief
executives. For example, the BOB — traditionally an
“economizer” — had a commitment to increasing the
efficiency and effectiveness of Federal aid programs. It
made a conscious effort to seek to strengthen central
executives at the state and local level as a means of
achieving its intergovernmental management objec-
tives.*$

Other allies could be found in the Congress. Former
mayors and governors sometimes were particularly re-
sponsive to the concerns of the PIGs. One former
governor, Senator Edmund Muskie, the chairman of the
Subcommittee on Intergovernmental Relations, com-
piled an outstanding record of Congressional leadership
in the intergovernmental field.*®

These new alliances of generalists sometimes cut
across party lines. On certain issues, at least, state and
local chief executives of both parties could make
common cause, This was dearest during the Nixon years.
The New Federalism of his Administration had state and
local chief executives as its intended beneficiaries.*” For
a period in the early 1970s, the Republican President did
win substantial support among even Democratic
mayors.*® Other issues divided the two parties inter-
nally. For example, the Community Action Program
initiated by President Johnson largely bypassed both the
state and municipal governments, and had in some cities
spurred political opposition to incumbent officials. Since
most large city mayors — and, in 1965, two-thirds of the
govemnors — were Democrats, some degree of contro-
versy within that party resulted. Similarly, Democratic
state executives — led by then Governor Harold Hughes
of Iowa — brought their grievances concerning domestic

program operations to the White House in late 1966 in a
highly publicized “governors’ revolt.”*®

Political scientist Samuel H. Beer argues that, during
the late 1960s and into the present decade, there was a
trend toward the “‘decomposition” of the political
parties both within the electorate and the Congress. At
the same time, professional governmental bureaucrats at
all levels were increasingly the source of new policy
initiatives, The passage of the State and Local Fiscal
Assistance Act of 1972 (general revenue sharing), in his
view, was the culmination of this emerging political
alignment.5® It was also revealed in the development of
many of the “middle range” reforms.

Opponents, the “specialists,” were those whose pro-
fessions or futures were tied to the fate of particular
governmental activities, whether in health, transporta-
tion, public housing, or other areas. The administrators
of these programs usually had more in common with
their counterparts at another level of government than
with each other, since they shared similar programmatic
concerns and perspectives. They were also linked to
non-governmental organizations of allied professionals or
program dclientele, and found support in the Congression-
al subcommittees which authorized, appropriated for,
and had oversight responsibilities concerning their activ-
ities.

Frequently, it appeared that the alliances of function-
al specialists were able to dominate most policy deci-
sions. Chief executives and the broader public interest
they represented lost more battles than they won.
ACIR’s Tenth Annudl Report, issued in 1969, noted the
continuing “hardening of the categories.” Progress to-
ward the reform of grant programs seemed “painfully
slow:”

The complex of interests — middle manage-
ment program administrators at all levels,
Congressional subcommittees, and pressure
groups — that coalesce around the individual
grants carried the day far more times than
the top policymakers. Thus, more often than
not, efforts to achieve a simplified, more
flexible federalism were thwarted.$!

A new image of intergovernmental politics high-
lighted this state of affairs. The relations of the various
governmental levels had once been compared to a layer
cake, with the public functions of each level separated
and clearly defined. The growth of assistance in the *60s
and the sharing of responsibility made a different analog,
the marble cake, seem far more appropriate, and it was
forcefully argued that such sharing had always been



characteristic of the American system.52 In the newest
version, however, the lines were vertical rather than
horizontal. A “picket fence” analogy was suggested by
Governor Terry Sanford in his book, Storm Over the
States. In his words:

There are vocational specialists, housing
specialists of several varieties, social-work
specialists, rehabilitation specialists, employ-
ment specialists, and the ubiquitous bureau-
crats who control these programs. The com-
munication is carried on up and down the
line. There is little communication between
line programs. . . . The lines of authority, the
concerns and interests, the flow of the
money, and the direction of programs run
straight down like a number of pickets stuck
in the ground.%?

This vision, illustrated in Figure 1, dramatized the
fragmentation of programs and political relationships
some earlier observers had noted. In 1937, V. O. Key,
Jr., had warned of the danger that the professional
associations which had arisen in connection with nearly
every aided activity — “guilds,” as he termed them —
would subordinate the public interest to their own.>*
Similarly, members of the Kestnbaum Commission had
used the term “vertical functional autocracies” -in
discussing the close relationship among specialists at all
governmental levels.®® The 1965 Senate survey study
had suggested a similar analogy.5®

This new conception of intergovernmental politics
corresponded closely to an image of the realities of
power in American politics. Political scientist J. Lieper
Freeman (who had served as a staff assistant to the first
Hoover Commission) had described in 1955 the semi-
autonomous “subsystems” which set policy in most
fields. Participants included the leaders of Congressional
committees, interest groups, and Executive bureaus®” In
1964, reporter Douglass Cater offered a similar, but
more popular, treatment of the same subject.’® Power,
he suggested, is held by three-sided “subgovernments,”
of which the *“military-industrial complex” is simply the
largest and most widely recognized. Other writers used
the phrase “triple alliance” or “iron triangle” to describe
these interlocking sets of interests.

The categorical grant programs, clearly, were the
domain and chosen instrument of many such “sub-
governments.” Interests coalesced around existing pro-
grams and also generated new ones.’® The grants
provided a direct means of securing their specific
objectives, many of unquestioned worth. Yet, in their

semiautonomous operation, they posed purely technical
managerial difficulties, and sometimes operated in a
fashion which neglected other public interests of at least
equal importance.

STUDIES AND REPORTS

Literally dozens’ Q};x,gpoﬁs 0N Mrobhas of
mtergovemmmt‘é!“’“refat:ons have been compiled in the
years since 1965. Many of these were prepared under the
auspices of some-official Federal body. Others were the
products of the public interest groups, private research
organizations, and individual scholars. A number of
those reports which seem to have had a particularly
significant impact on the perceptions of problems of
intergovernmental relations are summarized below. All
involved original investigations utilizing field study or
survey techniques.

The first of these is a survey report prepared in 1966
by the Council of State Governments. The difficulties it
describes pertain chiefly to the traditional mode of
intergovernmental assistance — Federal formula grants to
the states. Following is a summary of the results of
several field studies conducted by the Bureau of the
Budget, also in 1966. Two case studies which highlight
difficulties in the rapidly growing direct Federal-local
project grant sector are also induded. Both examine the
overall impact of Federal assistance in a single com-
munity. The final report summarized was prepared by
the General Accounting Office in 1975; it offers a
current perspective on grants management problems.

~1966 CSG Survey

One of the most persuasive documentations of the
administrative problems which the categorical grant
system posed for states was a 1966 study prepared by
the Council of State Governments. Its brief report,
Federal Grant-in-Aid Requirements Impeding State
Administration, was based upon a survey of state budget
officers.® Some Federal BOB officials provided assist-
ance to the project.

Thirteen major classes of “impediments” were identi-
fied by the respondents. Most -numerqus were com-
plaints under the heading “mﬂexnbllxty in rules, regula-
- tions, and administration.” The report provided fri¥ny -
examples of the specific problems some states had
encountered.

Vermont. The population criteria for com-
munity mental health centers effectively
prevent a rural population over a widely
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scattered area from receiving greatly needed
mental health facilities.

Washington. The Library Construction Law
has been interpreted to permit use as match-
ing funds the cost of remodeling a building
already owned, but not the cost of acquiring
a building.

Mississippi. HEW requires establishment of
staff positions or assignments of responsibil-
ity for specific functions without regard to
the state agency’s program needs.

The difficulties posed i _more
severe when, as happened frgg__gnt}b the Federal regpla-
tions-were-Tounter to'a provision of state const:tutlonal

or statutory law.
R o U

New York. For Federal aid highways, the
Bureau of Public Roads requires the state to
pay, or make available to property owners
whose property has been acquired for rights
of way, 75 percent or more of the fair
market value without prejudice to his claim
for a higher total amount. The New York
State law provides for an advance payment
of 60 percent of the fair market value of all
property taken for any purpose.

Respondents also charged that the excessive categoriza-

tion of ptograrm had hindered overall poltcy-dexelop-
ment.

“Florida. A public health nurse, financed
from the special heart fund, is not supposed
to render aid to cancer and tuberculosis
patients even when they are in a household
she is visiting,

Vermont. Health grants to be spent in
specific categories do not allow the flex-
ibility to spend funds in the areas of greatest
need.

Too often, the programs were found to be poorly
-coordifiated.
North Dakota. The state Department of
Public Construction must deal with too
many agencies of the Federal government.
This makes coordination difficult.

11

California. When administering construction
grants, one Federal agency asks simply if the
state owns the land on which the project is
to be built. Others require various degrees of
legal statements stating that the land is
owned in fee simple. The Office of Educa-
tion requires a lengthy statement.

The report concluded by noting that, despite these
difficulties, there-was-a considerable degree of satisfac-

tion with aid programs. It warned however, that Some
problems "could become even more acute in the fqmm
The report called for closer liaison between state budget
offices and the Federal Bureau of the Budget.

BOB Field Surveys

In fact, the BOB was already alerted to many of the

During the summer of 1966, survey teams led by the
Bureau of the Budget staff had assessed the weaknesses
of grant administration through a series of field
studies.®! The new roles thrust upon the state and local
chief executives by Great Society programs had brought
cries of “outrage and dismay” to the White House,
according to Harold Seidman, then BOB assistant
director for management and organization. The survey
teams were dispatched to determine the sources of
dissatisfaction.®? These investigations are credited with
convincing the bureau that it had to play a more
vigorous role in the intergovernmental field than it had
to that time.®3

Five states — Washington, Tennessee, South Carolina,
Pennsylvania, and Colorado — were visited by the teams,
each for about a week. Interviews were conducted with
governors, mayors, academicians, and other knowledge-
able persons. The survey teams themselves included
members of the BOB staff, representatives of grant-
giving agencies, and the associations of state and local
governments.

The. investigators. found that most individual pro-
- §rams. were fmctxonmg'geasona"ﬁy Well-However; where

tation” marked the »development

i

and adrmmstratlon of assistance by the Federal §o govern-
ment and the responses of state.and local g governments.

_simply the multiplicity 9_f
Fegeral . agencies_and _increasingly narrow categoncal

programs.

The complexity and fragmentation of
Federal grant programs in and of itself



creates major problems of administration for
both the Federal government and local
governments and inhibits the development
of a unified approach to the solution of
community problems.®*

The grant system lacked balance, moreover. Too
mych maney.was available for some purposés and not
engugh. for..athers, There was no rational pattern
underlying differences in the required level of matching
contributions. Consequently, recipients often pursued
the ““easy money,” regardless of their real needs.®®

Te; araknesses at the Federal level were
highlighted. These i |_the complexity and.incon-
sistency oL planning -requirements and the difficulty of
obtaining up-to-date information regarding the programs
themsgives. Such problems were espeeially ~severe -in
smaller .commuaities, Obstacles to coordipation in the

—Fedezal field structure wore- cited. Late appropriations
and delays in project approvals made recipient planning
and budgeting more difficult. The administrative impli-
cations of praposed Fedétal programs for grantees were
not always.recognized, and Federal actions were often
-taken without regard for state and local laws, govern-
ment structure, capabilities, and programs. The report
also noted the serious obstacles to interprogram coordi-
nation produced by the jurisdictional fragmentation and
administrative weakness of chief executives at the state
and local level.

Oakland Study
Sop other repe ocused directly™ea~the admin-
'-’M“": withifi urban areas. "i*-,\

frst and_most ¢ extenave of these was the-
nabrstr af FM Dedaon-Mam and Jwipact..th

r ..and .common strategy amoﬁ'gm”tfxe ;
d ’»‘-- pactments.®® quedin 1968, the g w"ii
theptoduct > ligationY ataskforce

created by the Critica roblems Committee of
the San Francisco Fedaral Executive Board. Representa-
tives of eight Federal agencies participated, assisted by a
consultant.

A major component of the study was an attempt to
inventory and evaluate the impact of all Federal aid
activities within the city. The report reached a generally
pessimistic canclusion. -

Despite Fegderal expenditures in recent years
totalling many millions of dollars, the visible

ederal Govenonent in Oakiend.©.] .nusmn,gt&%g :
dd 1o identif he. bt Stoa!do acoordlm 7
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results of Federal involvement jn Oakland
are few, and local enthusiasm for the way in
which Federal aid is given to the city is often
muted. Public officials and residents (partic-
ularly those in the ghetto) tend to fee] that
Federal programs often fail to meet .their
needs. City officials in particular indicate
that categorical aid programs sometimes
skew city priorities: they are not developed
to meet specific needs expressed by the city,
they frustrate central administrative control
over local functions, and they impede com-
prehensive planning and budgeting.®®

It proved impossible to complete the planned inven-
tory of aid programs. While 38 Federal agencies re-
sponded to the request for information, their records
were inadequate. Differences in reporting methods were
revealed. Programs administered through the states often
lacked detailed information on expenditures below the
state level. Programs in which final approvals were made
in Washington often did not generate full records at the
regional level.

The inability to produce comprehensive records in
Oakland suggested that similar difficulties would proba-
bly be encountered elsewhere. This “information gap”
made it impossible for either the cities or the Federal
government to judge the overall effectiveness of the
intergovernmental effort. It also indicated the many
obstacles to the development of better coordination
among regional offices.”®

A second component. of the study attempted to
develop a statement of the city’s priority needs. Both
the Federal agency task force and a counterpart local
task force (aided by the consultant) prepared problem
statements and statements of priorities.

The local officials’ problem statement presented a

S

* were common peroeptxons of problems, there was little

agreement on specific priorities, It was the nearly
unanimous opinioi of the participants that the city
lacked a mechanism for setting priorities and otlgcﬁves
and relating these to fund allocations. Many expressed
the opinion that it would be impossible to develop such
a system, for the following reasons:

® inadequate funds were available for
-~undertaking, new. or_expanded activities;

®-cach department and commission of the
city and county had its own prorities;
-and -

@®_serious needs in such areas as housing and



employment could not be weighed
against each other.

The city council, it was felt, could not be committed to
a long-term plan of coordinated action. Most partici-
pants also suggested that the Federal government itself
had set priorities for the city by the structure and
funding of its programs.”!

Similarly, interviews with senior regional staff admin-
istrators in six Federal departments found little con-
sensus on Oakland’s problems and priorities. Often,
differences of opinion existed among respondents in the
same department. However, with few exceptions, offi-
cials saw Oakland’s most important needs as being
directly related to their own program area, with the
Labor Department citing jobs, Housing and Urban
Development naming low-income housing, and so forth.
Most showed little clear understanding of the commun-
ity’s needs outside their particular province. Other
comments revealed inconsistencies in agency missions,
and cited obstacles to intragency as well as interagency
coordination.”?

The report also disclosed many other obstacles to the
development of a high degree of coordination among
Federal agencies and a strong working relationship with
the city. Many regional offices lacked the authosity to
“sign off”_or commit their_agencies.to.3 coupse of
action. Regional boundaries and office locations varied
widely.”® Inconsistencies among the objectives, eligi-
bility requirements, funding patterns and processing
procedures, and other features of supposedly comple-
mentary programs also inhibited joint action.”* The
report concluded with a number of organizational and
procedural recommendations for better coordinated
grants management.

Richmond Study

The Oakland study was later replicated in other cities.
One of these was the research effort undertaken in 1970
by the Richmond Study Task Force under the auspices
of the Region I Federal Regional Coundl (Phila-
delphia) and the Office of Management and Budget.”*
The study attempted to trace, on a cash flow basis, all
Federal intergovernmental funds received and expended
in Richmond, Virginia, during fiscal 1970.

As in the Oakland case, the task of compilation
proved difficult. The report noted:

There is no single official or agency in the
City of Richmond which has available
accurate figures for each city agency: (1) the
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number of Federal programs; (2) total
expenditures incurred for each Federal pro-
gram; (3) the amount of Federal funds
which an agency can spend; (4) the amount
of matching funds required; (5) the total net
receipt of Federal funds, and (6) the amount
of administrative overhead necessary to
participate in these programs.”¢

The problem was not that such information was unob-
tainable, however; it simply had not been compiled in a
suitable form.”7 The task force was able to gather data
for all those agencies within the jurisdiction of the city
government, and included in its report partial informa-
tion for a variety of non-governmental agencies.”® Both
direct Federal-local grants and funds administered by the
state were included.

The analysis indicated that the Federal government,
acting through eight separate agencies and some 78
distinct programs, had provided a total of $30,675,060
in assistance during 1970. Various city agencies had
received the bulk — approximately 60 percent — of these
funds, with the balance going to 14 “non-governmental
organizations.” Examples of the latter included the local
community action agency, housing authority, a boys
club, nursery, and university.”® Most of the money
received by the city (90.4%) was obtained indirectly, via
the state. However, most of the financing for non-
governmental organizations (93.3%) was received
through direct Federallocal programs.

The Department of Health, Education and Welfare
was by far the largest source of financial support,
accounting for 60.5 percent of the total. The three
functions of welfare (36.5%), housing and urban de-
velopment (28.4%), and education (20.0%) were the
objects of the largest expenditures. Lesser amounts
supported the functions of economic opportunity,
health, culture and recreation, transportation, natural

* resources, public safety, and other services.8°®

The most complex pattern of intergovernmental
relationships appeared in the field of education. City
schools were aided through 20 distinct programs, with
funds originating in four Federal departments — HEW,
DOT, USDA, and DOL 3!

The study cited the ‘““information gap” pertaining to
Federal assistance as the greatest problem of the grant
system. State and local budgeting and accounting
systems typically failed to reflect the full extent of
Federal financing, while the Federal government itself
generally did not know how many programs were
operating in a specific locality, whom they were admin-
istered by, or the dollar amount of expenditures



involved. These factors, in turn, inhibited comprehensive
planning, encouraged fragmented service delivery, and
precluded complete evaluations of effort.®?

1975 GAO Study———

The most recent comprehensive investigation of
Federal assistance was that prepared by the Comptroller
General in 1975, based in part upon field work in seven
states®® The report of course recognized the many
attempts at improving the management of intergovern-
mental aid. Yet, it indicated that “despite the actions

—taken—to-improve the Federal delivery system;funda-

mental. tinue.”®¢

In the opinion of the General Accounting Office, the
problems observed were “duectly attributable to the
proliferation of Federal assistance pro plggams and _the the
fragmentation of responsibility among different Federal

depa:tments “and 'agéncles 8 ’rﬁ_’p_e;_p____’ Four specific problems
tod. .

® the lack of an_adequate means for

ficeded by state and local governments;

City Agencies

Federal Agency Amount

Department of Health,

Education and Welfare $16,922,590 92.0
Department of Trans-

portation 108,056 0.6
Department of Housing

and Urban Development 421,339 23
Department of Labor 18,995 0.1
Office of Economic

Opportunity -
Department of Agriculture 748,823 4.1
Office of Emergency

Preparedness 170,033 0.9
Department of Justice 2,576 *
Totals $18,392,412 100.0

*Less than 0.1 percent.

Table 1

Federal Funding for Richmond, by Federal Agency
(Fiscal Year 1970)

Percent

Non-Government
Organizations

Total City and Non-
Government Agencies

Amount Percent Amount Percent
$ 1,633,027 13.3 $18,555,617 60.5
- 108,056 04
8,502,301 69.2 8,923,640 29.1
292,410 2.4 311,405 1.0
1,837,918 15.0 1,837,918 5.9
16,992 0.1 765,815 25
- 170,033 0.6
- 2,576 *
$12,282,648 100.0 $30,675,060 100.0

Source: Richmond Study Task Force, The Impact of Federal Grants-in-Aid in Richmond, Virginia and a Proposed Community
Strategy Process (Philadelphia: Federal Regional Council; and Washington, D.C.: Office of Management and Budget, 1971), p.19.
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®_the high degree of funding uncertainty
due to late Congressional authorizations

and appropriations and executive im-
poundment of appropriate funds; —

: e and
_t.h:_mmplexa.nl S d.um;m.g pplication and

® fragmentation produce

Pmm_hnnudmxmsmmd-b&dﬁmnt
W.mm_mz.an.g_lgg&

needs.®®

AT oz o,

Both individually and collectively, the report noted,
these problems significantly impede the planning and
implementation of state and local projects. The need for
further consolidation of categorical grant programs was
stressed. A number of administrative improvements also
were recommended.?”

CONTINUITY AND CHANGE:

AN INTERPRETATION

. ;o ,;v ¥

/ ‘? = . N

' Cntxcnsms oﬁ_ﬁgslem aid programs can be traced for

over two and one-half dm@Wam

mission through the. Wlderable

continuity in the complaints about the aid syst

apparent. The ‘same_term,. ::fxmlentation, “is used in
many of the reports to descnbe the underlying ‘weézkness

of the medial efforts, several

Giiftent problems are comparable or identicat to those

cited ANy UES T the past, aluiost to the point where
—-they “3ppear Fo e chronic. characteristics .of .the aid
system.®®

Y&t, there also have been certain elements of change.

As was _previously noted, criticism became far more
m&and.wumom urgently expressed dunng the

mid 19 .
~-becans the focus of attention. Both of these condmons

W-
Irst in significance, certamly, was the rapid increase

in the number of assistance p roggaq’lsl‘ Hgg}}mted in
detail T 6théT Voliiines O this report and elsewhere,

explos:on of new legislative initiatives in the years
1964-66 was especially crucial. The 89th Congress alone
(1965-66) is credited with passing some 136 major
domestic bills.®® The number of grant programs grew
apace. The ACIR’s 1967 stud t, as of January
of that\yem-,—-numﬁ[zﬁ?iﬁme
authorizations in-ai Vi)
ments. This figure was more than double the 181 which

existed in 1963.%°

The growth in programs of course, multiplied the

the Hoover Comrmss:on had mdlcated with concern that
there were ten separate grants for public health and
three for education. By 1966, HEW’s Public Health
Service and Office of Education offered a far more
extensive array of grants-m a1d with over 75 and 85

authorizations respectively.’! ,;‘.Emgyntanon had
taken a quantum leap in the intervening decades.””
bk Jaiger number of programs was c.h:eﬂy re-
sponsible for the growing ‘‘infarmation gap,’ the. inahil--
1ty to keep track of the Federal.assistapce programs.

iis_problem was. largely new. It was stressed in ACIR’s
1967 study, which termed it the “number one com-
plaint” of state and local governments; *?, the Oakland
Task Force’s 1968 study; and in others which have
followed them, but received little attention in most
earlier reports.

The increase in numbers alone did not account fully
for the sharp escalation in concern over intergovern-

mental aid. Aliowimpestant-ueie Mmlﬂcantgha@,

ip..the. patuzg and type of grapt. programs.’ *.. Most
particularly, “project”. grants. became far more wide-
spread than previously. Of the 198 new grant programs
authorized from 1964 {0 1966, 160 were of the project:
type.®* Simultaneously, the eligible-tectpients of grants
were diversified. More funds mmmmm
metropoﬂtan areas. Pro of” Féﬁ?m‘ﬁ'f “direct

became mcreamg}y oommon, as did programs of * pn-‘,, .

vate federalism,” which offered assistance to non-profit
groups, specialized-public-agencies, and individtinls ® 5

~—The-incseasing nuse of these new-style grants exacer-
bated.sevesal.of the problems-oi-Fedesal assistance Jhey

m i i > rious. Project
grants, which lacked the continuing year-to-year rela-
tionships of formula grants, were far more difficult for

recipients to identify. Moreover, the growing number of

" potential recipients included many who had little or no

experience with intergovernmental programs, and
sometimes were poorly prepared to deal with them.
Management resources were devoted to ‘‘grantsman-
ship,” a necessary local response to the mew project
grant programs. But the expanded effort sometimes
brought resentment — especially when it was fruitless —
and the resulting grant distribution processes often
appeared inequitable. The competitively awarded project
grant programs also created far more uncertainty about
the prospective availability of funds, frustrating recipient
planning and budgetmg

SNCES.in..program-puspose. Most of the tradational

*



Federal-state formula grant programs sought to assist in
the performance of functions which were among the
established responsibilities of state governments and
their localities. The Federal administrative role in these
fields could usually be limited to securing efficient

program management and the proper expenditure of -

funds. Consequently, many of these programs were
operated on a cooperative, “partnership” basis. The
newer project grant programs, however, were frequently
intended to induce local or state govermments to assume
new functions and responsibilities, in support of a
nationally determined policy objective. Recipients were
supervised far more closely to protect the Federal
interest.’® This higher level “intrusiveness” became a
source of considerable complaint.
I .amid 1960s grant programs gl;_g*were__ggn
tfonted by a “revolution of rising.expectations;” this-
“was equally or even more important- than the other
~—eensiderations. Far more was expected in governmental
performance. Many of the new programs set very
ambitious objectives. Some sought widespread social
change, especially the amelioration of poverty and the
“urban crisis,” a new addition to the national agenda.
Moreover, results were demanded. “Effectiveness’ be-
came as important an administrative standard as the
older twins, “efficiency and economy.”®’
In thi the of “coordination”
) . To an earlier géneration o
theonsts the central concern had been reducing waste in
duplicative and overlapping programs. In the new view,
however, poor coordination was held to be a key
obstacle to greater achievement. There was widespread
agreement with the opinion expressed by a HUD official
that “one of the greatest barriers to successful action at
the local level has been the fragmentation, overlapping,
and needless complexity of urban aid programs.’””®
Urban and rural areas, recipient jurisdictions, and social
programs were described in “‘systems” terms in which
every component was seen as interrelated with the
others. This basically was a new approach, reflecting a
shift from the earlier, essentially unifunctional thrust of
program management. Previously, the chief concern had
been simply strengthening, unifying in a single agency,
and professionalizing the operation of each individual
program. The focus of effort had been the creation of a
narrow and hierarchical ‘“chain of command” from
Washington through the states, embodying the virtues of
professionalism, accountability, and administrative
insularity.
The new ideal of close coordination led in. twq
diréctions simultaneously. These differed from, though
they did not fully replace, the earlier orientation. There
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were, on the one hand, attempts to build the integration
of programs within the Federal government. Here, the
traditional doctrines of public administration provided
some possible strategies: consolidate agencies into broad-
er departments, strengthen the staffing of the Presi-
dency, and increase the capacity for joint action in the
field. A ‘‘rational” and complex budgetary system
(PPBS) was also developed. Other innovations were a
part of the “War on Poverty” and its target grant
programs. On the other hand, there were actions often
based upon a similar body of theory but applied to state
and local governments. Coordination was to be obtained
at the recipient as well as the national level. “Capacity
building” became a watchword: the model cities-
planned variations experiment, which attempted to
increase the power of the mayor as chief executive in at
least intergovernmental programs, typifies this approach.
A variety of other initiatives was undertaken to
improve overall planning at all levels of government.
Forty-seven aid programs including some sort of plan-
ning requirement were enacted in the years 1964-66.
Many of these were intended to improve areawide
planning for metropolitan regions.”

It was this new coordinative ideal which led the
Oakland and Richmond Task Forces to seek to deter-
mine the impact of all Federal programs in one
community. The questions which were raised were
almost wholly new. Given the historical context in
which the programs had developed and been admini-
stered, their critical findings were not surprising.

Administratively, the new approach and new pro-
grams were far more.demanding.Most city governments-
had traditionally been responsible for only urban
“housekeeping” functions involving public safety, sanita-
tion, and other basic services. Their administrative
organization — a series of separate departments, boards,
and authorities often but loosely connected by a “weak”
chief executive — reflected their essentially autonomous
operation. The new Federal programs sought to involve
the cities in the resolution of the ‘“‘urban crisis,” and
required that they “coordinate,” “plan,” “analyze,” and
“innovate” in the development of new services. This was
a different and difficult task. This quest for managerial
reform, it should be noted, had been set chiefly at the
Federal level. Typically, it was not a response to the felt
needs of the state and local governments themselves.

In much the same way, the administrative demands
an_Federal depaﬂmew Agencies were
expected to work together more closely as well as to
cajole local units (over which they lacked direct authori-
ty) to act in partnership with them. To Stephen K.
Bailey, the most important common features of the



legislative enactments of the early Johnson administra-
tion were that

® their implementation cuts across existing
departmental and agency lines;

® they demand almost heroic responses
from state and local governments in order
to succeed; and

® they require a combination of technical
and administrative skills that are critically
scarce in society at large.! °°

In fact, these characteristics describe only a few of
the new programs. Bailey’s chief example was the
community action program. Yet, it must be recognized
that these few programs were at the center of the
government’s new social strategy, and were responsible
for a disproportionate amount of the concern about
grant programs expressed by their recipients. A 1970
survey found that most cities experienced considerable
difficulty in coordinating, on an interdepartmental basis,
grants in the anti-poverty field. Fifty-nine percent of the
municipalities responding reported that coordination in
this area was “difficult” or “very difficult.” In no other
field was coordination deemed difficult by a majority of
the respondents.! 0!

Summary
T R ————

4n. the mid 1960s, a variety of forces combined to
create the widespread perception of a new “crisis”™ in the
management of i t i
was a compound. of the increase in program%
the _type of programs..and new and moré demanding
social objectives.and_service. sikatagies.ip contrast to
years past, the focus of concern was the relatively new
but burgeoning Federallocal project grant sector.
Though these programs accounted for only slightly over
ten percent of all intergovernmental expenditures in
1965 and 1966, they were the source of many of the
problems perceived by study groups and public officials
at all levels, and the object of many of the reforms
pr0p0sed 102

The growing problem of _coordination of Federal

assistance to urhan areac-had-been-recognized-by some .
for severa] vears. In 1961, the Advisory Commission on
Intergovernmental Relations had stressed the need for
better coordination of Federal programs impacting upon

f_areas, and concurred with the finding: of
the Federal Ad Hoc Interagency Committee on Metro-

politan Area Problems that

[ SN
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large-scale urban development programs are
a recent phenomenon. . .. The coordination
problems created by these programs are only
now becoming recognized and under-

stood.! 03

A 1964 ACIR report had examined the impact of more
than 40 urban development programs on local govern-
ment organization and planning, and particularly
stressed the need for close coordination among these
programs.'®* Yet, not until 1965-69 was the full
meaning of the changing intergovernmental system more
generally apparent.

As these new intergovernmental concerns took center
stage, other items high on past agendas were neglected.
Debate over the appropriate role of the Federal govern-
ment, states, and localities was (at least temporarily)
abated. The definition of “national objectives” and the
question of whether grants were (or ought to be)
“stimulative” or “supportive” were generally forgotten.
The primary issues became the more pragmatic ones of
assistance management. The quest was for techniques
which, in the phrase of one writer, would bring advances
in “‘making federalism work:”195

The transformation of the Federal system
seems to have been accepted, but the mecha-
nisms which will make it work have yet to
be perfected. How can the resources of state
and local communities be mobilized for
national purposes, and how can the tangle of
relationships between a multitude of Federal
agencies and thousands of state and com-
munity bodies be rationalized and simpli-
fied? . ..If and when a new “Hoover com-
mission” is created, these are the questions
that need attention.!®®

IMPROVING ASSISTANCE MANAGEMENT:
AN OVERVIEW OF TECHNIQUES

Previous studies of the Federal assistance system,
including those summarized above, have recommended a
variety of techniques for reducing the problems of.
“inflexibility,” “red tape,” and ‘“coordination’” which,
in its many aspects, plague the categorical grant system.
Some, of course, also suggested increasing reliance upon
broader block grants or revenue sharing. However, many
reforms of the “middle range” variety were proposed.

One of the most complete agendas for action was that
included in the recommendations of the Advisory
Commission on Intergovernmental Relations’ 1967



study, Fiscal Balance in the American Federal
System.!®” The report recommended a broadened mix
of Federal aids, utilizing general support grants (or
revenue sharing), block grants, and categorical grants. It
proposed that the number of separate grant authoriza-
tions be drastically reduced. A variety of other recom-
mendations was intended to improve Federal coordina-
tion and management of assistance programs, simplify
administrative controls, and strengthen state and local
government organization and planning.

A number of these or similar proposals have since
been implemented by Congressional, Presidential, or, in
some cases, departmental action.The three-year Federal
Assistance Review (FAR) effort, which began in 1969,
worked toward a comprehensive reform of grants
management procedures and- the associated regional
administrative structure. Key elements of this nine-point
program included the decentralization of grant admini-
stration to a nationwide system of Federal regional
councils and the administration of interrelated grant
programs on an integrated-or jointly funded basis.

The key legislative achievement in the grants manage-
ment area was the passage of the Intergovernmental
Cooperation Act of 1968 (ICA). °® This comprehensive
legislation was intended to increase coordination among
programs and the levels of government and improve the
administration of grant programs. Its major provisions
were implemented through four grants management
circulars originated by the Office of Management and
Budget. Though supported by President Johnson, who
signed the bill into law, the ICA also became a primary
tool of the Nixon Administration’s New Federalism.!®°

Provisions considered as components of the ICA in
1968, but failing adoption, would have authorized the
joint funding of projects and permitted Presidentially
initiated grant consolidations. The joint funding concept
has since been embodied in the Joint Funding Simplifi-
cation Act of 1974. The grant consolidation propgsal
was supported by President Nixon and, along with other
ICA amendments, was reconsidered several times by the
Congress. Thus far, it has failed adoption, though it did
pass the Senate by a unanimous vote in 1972.

" The diverse set of middle range reform proposals may
be classified only with some difficulty. Those actually
implemented, however, do appear to fit roughly into a
limited number of strategic “types.” These involve:

® reorganization of the Federal government
(in Washington and the field);

® the standardization and simplification of
administrative procedures;

@ the improvement of communications and
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the flow of information between the
governmental levels;

® the strengthening of state and local
discretion and management of grant-
related activities.

This four-fold classification provides the basis for the
discussion below and in the chapters which follow,
where each is examined in greater detail.

Reorganization

Organizational strategies have involved attempts at
unifying and strengthening the processes of Federal
policy development and administrative implementation.
Some efforts have been Washington-based; other organi-
zational consolidations have taken place at the regional
level. Interdepartmental and interagency bodies, in
which the major departments participate, have been
utilized frequently. Other organizational reforms have
thrust a coordinative role on one department, or sought
to strengthen the oversight capabilities of the Executive
Office of the President. New, more comprehensive
grant-awarding departments and agencies have been
created partly in an effort to achieve closer integration
of functionally related programs.

One of the earliest attempts to attain coordinated
action among a broad range of Federal departments was
initiated under the War on Poverty in the mid 1960s.
The Office of Economic Opportunity, located within the
Executive Office of the President, had a broad mandate
for overall planning and coordination, in concert with its
Economic Opportunity Council (EOC). Most domestic
departments were represented on the EOC. The Urban
Affairs Council, created in 1969, in many ways super-
seded the EOC, though its functions were defined in
terms of ‘“urban” rather than ‘““anti-poverty” policy. It,
in tum, was replaced in 1970 by the Domestic Council,
which includes the President and Vice President, the
secretaries of nine departments, and other high-ranking
officials. The council is responsible for formulating and
coordinating domestic policy proposals for the Presi-
dent.

Simultaneously with the creation of the Domestic
Council, the Bureau of the Budget was redesignated as
the Office of Management and Budget, a name change
intended to reflect its growing management role in
intergovernmental relations and other areas. In fact, the
BOB had been increasingly concerned with intergovern-
mental issues since the mid 1960s. One of its major
operating responsibilities included the implementation
of the series of management circulars. However, several



of these were later transferred by Executive Order to the
General Services Administration and one to the Depart-
ment of Treasury. OMB retained control of one of the
most important, the A-95 Federal aid review and
comment process (though the actual administration has
been largely decentralized to the FRC’s) as well as the
A-85 intergovernmental consultation procedure, both of
which are described below. The GSA’s grant manage-
ment activities were ended in early 1976, and its
functions were returned to OMB.

Every President since Eisenhower has designated a
top official, including the Vice President, as their
personal liaison with the states and local governments.
President Nixon formalized such arrangements by cre-
ating an Office of Intergovernmental Relations under the
direction of Vice President Agnew. In 1972, these
responsibilities were transferred to the Domestic Coun-
cil.

The Nixon Administration placed particular stress on
the decentralization of Federal domestic activities. To
this end, the Federal field structure was reorganized
beginning in 1969. Departments and agencies have
moved toward conformance with a set of ten standard
regions and common headquarters cities. Federal Re-
gional Councils (FRCs), composed of representatives of
11 agencies, exist in each. An Undersecretaries
Group for Regional Operations and the OMB provide
policy guidance from Washington for the FRC system.

A wide variety of other interagency organizations and
coordinative procedures has been developed for more
limited purposes. The “lead agency” and “convener”
designations provide an alternative to standing commit-
tees in some domestic policy fields.

Standardization and
Simplification

Three Federal Management Circulars (FMC) pro-
vide greater uniformity in or otherwise simplify the
processes of grant administration. All were initiated by
OMB, but were transferred to the GSA in early 1973,
and have since been transferred back to OMB.FMC 74-7
(previously A-102) established uniform procedures for
all Federal agencies in their grant relationships with state
and local governments. Requirements governing pro-
cedures for payment, determination of matching grants,
budget revisions, and grant close-out are all to be
coordinated according to this circular. FMC 744 (pre-
viously A-87) established procedures for fixing the rate
of reimbursement to State and local governments provid-
ing central support services to grantee agencies, among
other provisions. FMC 73-2 (A-73) seeks to promote
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improved audit practices and encourages acceptance by
Federal agencies of non-Federal audits of grantees.

Proposed legislation based upon the 1972 recom-
mendations of the Commission on Government Procure-
ment would go even further in the attempt to simplify
and clarify the various kinds of assistance relationships.
It would make a sharp distinction among programs by
characterizing them as grants, contracts, or cooperative
agreements.

Communications

A number of attempts have been made to strengthen
interlevel communications in both directions — from
Washington, D.C., to the states and localities, and vice
versa. Fundamental to this interchange was the develop-
ment of the Catalog of Federal Domestic Assistance, an
annual listing and description of grant programs initiated
by the. Office of Economic Opportunity in 1965 and
now the responsibility of the Office of Management and
Budget.

Another early initiative was OMB (then BOB) Circu-
lar A-85, issued in 1967, which provides for advance
consultation with the heads of state and local govern-
ments on proposed Federal rules and regulations having
an intergovernmental impact. The circular is administer-
ed by OMB with the assistance of the Advisory
Commission on Intergovernmental Relations.

Other procedures have aimed at improving the flow
of information to the states on grants actually awarded.
Treasury Circular 1082, which superceded OMB Circular
A-98, requires notification of the governors and state
legislatures of grants made to a state or its subdivisions.
OMB has experimented with an automated regional
grant information system, REGIS, which was intended
to “track” a grant from application through actual
award. Operated by the Federal Regional Councils,
REGIS was intended to serve their administrative needs
as well as those of the applicants.

Of course, many of the organizational innovations of
the past decade have also been intended to strengthen
intergovernmental interchanges. The Federal Regional
Councils play a role in this area, as have the various
Presidential liaison offices. The A-95 process, discussed
below, also has an important informational aspect, since
it alerts state and local governments to many grant
applications.

Strengthening Recipient Management

A number of Federal activities have been intended to
strengthen overall state and local management and



planning of grant-related activities. Such initiatives now
are often labeled “capacity building,” a phrase which
originated in the Nixon era.

Chief executives at the state and local level common-
ly possess limited control over the various administrative
departments and agencies. This “‘weak executive” system
is rooted in, provisions of state constitutional and
statutory law as well as custom and politics. However,
the authority of the chief executives has often been
undermined further by Federal assistance policies. At
the local level, responsibilities are typically fragmented
among a variety of separate, but overlapping, govern-
mental jurisdictions, as well as a variety of regional
planning bodies. Federal assistance has often encouraged
this jurisdicational complexity. These features inhibit
executive management and planning.

The model cities program, in particular, attempted to
develop a strong, executive-centered local planning and
management process. Other approaches to compre-
hensive program development and planning were com-
ponents of the community action and Appalachian
programs.

OMB Circular A-95 became an important instrument
of the capacity-building effort. Its four parts attempt to
strengthen comprehensive planning at the state, area-
wide, and local levels. The circular provides for the
review by the state and local governments of applica-
tions for Federal assistance, direct Federal development
activities, and the state functional plans required in
connection with grant programs. These notification and
review procedures are operated by state and areawide
clearinghouses. A fourth part encourages the Federal
government to utilize common substate planning re-
gions, and permits governors to comment on proposed
planning region boundaries. Common and consistent
data bases and the coordination of work programs are
required where two or more planning agencies serve the
same region. The circular also requires that Federal
agencies give preference to general purpose governments
(as opposed to special districts) as grant recipients.

A related process for Chief Executive Review and
Comment (CERC) was included in the experimental
Model Cities’ “planned variations” program. CERC was
specifically intended to permit the chief executive of a
general purpose local government to comment on all

applications for Federal assistance affecting his com-
munity.

The Joint Funding Simplification Act, signed into law
in 1974, is aimed at permitting recipients to plan, in a
more coherent and comprehensive fashion, activities
which bear a close relation to each other.!!? It greatly
simplifies the assistance process by authorizing Federal
agencies to use a single application and audit, and a
single Federal contact, for programs administered by
several different agencies. The act provides a firm legal
basis for the expansion of the joint funding concept first
demonstrated under the Integrated Grant Administra-
tion program.

Somewhat similar were the annual arrangements
procedures developed by the Department of Housing
and Urban Development. The arrangements system was
intended to improve coordination among grant programs
and increase the ability of recipient cities to set their
own priorities. Procedurally, it involved annual meetings
between representatives of the city government and a
HUD team in which grant funding was negotiated. On an
experimental basis, the system was expanded to embrace
an even wider range of programs.

Conclusion

These four strategies for middle range reform, and the
specific devices mentioned, are examined in more detail
in the following chapters. Three target grant programs —
model cities, community action, and Appalachian re-
gional development — are considered in Chapter II.
These early efforts at grant reform and “targeting” — all
initiated between 1964 and 1966 — are examined first
because of their historical priority. Each utilized a wide
variety of approaches to improved grant coordination
and management; in a number of instances, they were
the seeds from which later reforms grew. Chapter III
focuses on efforts to standardize and simplify the grant
system and improve interlevel communications. Chapter
1V considers the organization of the Federal government
for grants management and intergovernmental relations.
Chapter V examines several Federally initiated attempts
to improve comprehensive planning and strengthen
executive management at the recipient level. Issues and
the Commission’s recommendations are discussed in the
final chapter.
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The

“Target Grant” Experience:
“Appalachia, Community
Action, and Model Cities
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INTRODUCTION

Of the many new Federal grant programs adopted
during the period 1964-66, three must be singled out for
special attention. These three, all of which are examined
in this chapter, are the regional development program of
the Appalachian Regional Commission, community
action, and model cities. In recognition of one of the
key characteristics of these programs, they are termed
“target grants.”

These programs reflected both a growing concern with
the plight of the economically disadvantaged and a
critique of existing Federal attempts at remediation. The
post-war economic boom, which had made *a home in
the suburbs” an attainable ideal for most, had not
included everyone. Those left out, the poor — the “other
America” in  Michael Harrington’s  dramatic
phrase — captured national attention.! They were found
to be located, quite disproportionately, among specific
population groups (the aged, the black) and
concentrated in certain geographic areas: the slums of
large cities, underdeveloped rural regions, and specific
neighborhoods in communities across the nation.

Though the problem of poverty first gained some
attention early in the decade, the development of major
legislative initiatives awaited the Johnson Administration
and the formulation of its “war on poverty.” The years
1964-66, in particular, saw the enactment of a large
number of programs intended to promote new “national
objectives” in social welfare.? Characteristically, the
instrument of aid employed was the direct Federal-local
categorical grant, with minimal state involvement.3



Yet, as the number of such grants, existing and
contemplated, rose, the concern also grew that they
were poorly coordinated, as indicated in the previous
chapter. Programs operated autonomously, with little
consideration shown for their interrelations. This fact
was believed to lessen their practical effectiveness.

A response to these concerns was the creation of an
important new kind of instrument of Federal assistance
and grants management — the “target grant.” These
programs were intended to focus and concentrate
available grant resources, as well as to provide special
supplementary  assistance to particular deprived
populations. They pursued these aims through the
creation of new processes for comprehensive planning
and special organizational devices for interagency
communication and cooperation. The beneficiaries of
the programs included the residents of a large,
underdeveloped geographic region — Appalachia — as
well as those living in the slum neighborhoods of urban
centers and the “pockets of poverty” remaining in
other communities, urban and rural, across the nation.
The programs provided one of the most striking and
characteristic innovations of their political era.

While each of these three programs had distinctive
features, they also possessed important similarities. The
correspondence of the community action program and
model cities was particularly close, as both developed
new coordinative processes for anti-poverty efforts at
the local level. The Appalachian program is different in
that it involves participation by governors in a multistate
regional commission. However, as Melvin R.
Levin suggested, the ARC can also be interpreted as the
opposite side of the developmental coin from model
cities, with a strong conceptual link.*

Definition

In its 1967 report, Fiscal Balance in the American
Federal System, the ACIR noted the development of
what were described as ‘“multifunctional grant
programs.”® These were contrasted with the typical
categorical grants-in-aid, which were directed toward
quite specific, narrow objectives. The newer form of
assistance adopted a “‘systems” approach, in that it
aimed at problems in their totality, rather than in
separate components. Such programs entailed the
“packaging” of assistance for a specific clientele group
or geographic area. Three major examples listed included
the Appalachian Regional Development program, the
community action program, and the model cities
program.®

Selma Mushkin and Joseph Cotton later applied the
term “target grant” to such aid programs. Given the
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“multifunctionality” of current block grant programs,
this latter term seems more descriptive. The adjective
“target” was used because such grants permitted *“the
use of funds for possibly wide-ranging public services
that are all to be focused upon a complex problem in a
specific target population or geographic area.”” In pure
form, the authors note, the target grant is a form of
general support aid (like general revenue sharing) “but
with many strings or conditions attached. Programs are
reviewed in detail to assure the carrying out of the
pinpointed objective. . . .”® The best example of such a
form of assistance, they suggest, is the model cities
program.

In similar language, a 1969 study prepared for the
Subcommittee on Intergovernmental Relations of the
Senate Committee on Government Operations described
the model cities program and OEQ’s community action
grants as ‘‘target area” grants, aimed at designated
geographic or political areas.’

“Targeting.” A key feature of these assistance
programs was that benefits were to be restricted (or
“targeted” upon) particular areas. A focused
concentration of effort was sought for several reasons.
First, the groups which were the beneficiaries of the
programs were deemed especially needy and worthy of
aid. Such an approach also seemed to offer the best
means of using rather limited resources to best
advantage. The focusing of assistance on particular
needy places would, it was hoped, get “more bang for
the buck.” One commentator has noted that the
cost-effectiveness considerations widely employed in the
Defense Department left a mark on many of the “Great
Society” domestic programs as well. The target grant
seemed to offer the prospect of considerable impact
without excessive expenditure.'®

Similarly, the  ‘“systems”  techniques of
analysis — again, a concept first widely applied in
defense programs — stressed the complex interrelations
among social problems. Many analysts believed that past
and existing programs had failed to solve the problems
of poverty because they were concemed with only one
of its manifestations. A single service — for improving
education, health, or housing — had, it was argued, little
impact in the absence of support for the others which
were linked to it. A more comprehensive attack,
hopefully, would have a synergistic effect, and lead to a
much higher level of accomplishment than a set of
isolated programs.

All three of the programs to be examined possess this
characteristic of targeting to some degree. The Ap-
palachia program offered assistance to a clearly delin-
eated multistate region. Within that region, expenditures



were to be further concentrated in “growth areas.”
Model cities offered aid only to the residents of deprived
neighborhoods, and was also (as a “‘demonstration”
program) restricted to a limited number of selected
localities. Community action possessed fewer targeting
features, in that the program operated throughout much
of the nation, and since local community action agencies
were typically coterminous with a city or county, or
were multicounty or even statewide in some cases.
However, the program guidelines provided for (but did
not require) the delineation of target areas possessing a
high concentration of poverty, and mandated participa-
tion by representatives of each neighborhood in which
an action program was to be concentrated. Given the
patterns of segregation by income and race which
characterize American communities, the program in
practice had a considerable “neighborhood” orientation.

The Coordinative Thrust. An equally important fea-
ture of these programs was that they attempted to
target Federal fiscal aid provided by other departments
and agencies. In this respect, they were far more than
simply additional grant programs. All three, which may
be described to a considerable degree as model cities,
were characterized by Charles M. Haar as “an effort to
reform and improve the system of Federal ... assis-
tance.”'! They were concerned with redirecting the
entire panoply of Federal aid in particular needy areas.
Their own programs of aid were only supplements to
this other, more extensive assistance.

Consistent with this, the target grant programs
attempted to foster planning processes. Comprehensive
plans offered one technique for drawing together the
“pots” of money available through the separate cate-
gorical programs, in order to make use of them in a
coordinated and coherent fashion. They also spawned
new, integrative policy making and mangerial processes
aimed at the same objective.

These goals also are apparent in all three programs. As
in the case study which follows shows, the objective of
local planning in community action was honored more
in the breach than the practice. However, the program
had a strong coordinative thrust through organizational
reforms at both the local and national level, and even
included the first attempt at national anti-poverty
planning. Both the model cities and Appalachian pro-
gram placed considerable stress on the improvement of
overall comprehensive development planning by re-
cipient jurisdictions.

Each of the programs simultaneously followed a
“bottom up” and a “top down” coordinative strategy.
The former element was dominant, with the stress on
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planning, program discretion, and coordination at the
recipient level. However, all three programs also at-
tempted to institute new coordinative processes among
Federal agencies, and national program priorities in-
jected themselves into all three. These were most
strongly developed in the instance of community action
and the OEOQ.

Relation to Block Grants. Programs of this kind
(especially when identified by the term “multifunctional
grant programs™) might seem difficult to distinguish
from block grants or “special revenue sharing.” The two
types do have considerable kinship; in the case of model
cities, an attempt was made to utilize the program
(under the “planned variations” demonstration) as a
pilot implementation of the special revenue sharing
concept.

Still, there are points of contrast. One is stressed by -

Mushkin and Cotton. Block grants are offered as
entitlements, often with planning requirements, but
comparatively few national administrative “strings.” The
amount of grant awards is determined by formula. In the
case of the three target grants, the award processes had
elements of competition and discretion, and the Federal
government retained greater authority over the specific
projects undertaken. In this respect, they offered a
balance between the competing claims of local initiative
and centralized control.

Another difference is in the matter of functional
breadth. While, in comparison with categorical grants,
both the target grants and block grants seem quite broad
and permissive, the block grants are in fact limited to a
single general purpose — law enforcement, health ser-
vices, community development, and manpower training.

The target grants are actually much more flexible. They .

offered the possibility of funding almost any sort of

project of activity relating to the special needs of the !

clientele, with limited exceptions. In this respect, the
comparison which Mushkin and Cotton suggest — with
broad support grants like general revenue sharing — is
quite apt.

A third contrast is the matter of interprogram
coordination. Block grants, at least in theory, eliminate
this difficulty in the most direct manner: by abolishing
the special categories, typically by grant consolidations.
The target grants, however, had a strong managerial
dimension, and were premised upon the continued
dominance of the categorical mode of assistance.

Sources. The three case studies included here rely
heavily upon available research reports, most prepared



by independent scholars and research institutions. In the
case of the Appalachian and community action pro-
grams, the case studies review and update previous
investigations undertaken by the Advisory Commission
on Intergovernmental Relations. Of course, in only a few
instances were other analysts concerned specifically with
all the issues which are most central to this study. As a
consequence, the quality and appropriateness of avail-
able information are somewhat uneven. However, the
case studies do attempt to bring together and highlight
findings most directly related to the general issues of
grant coordination and management.

Because of its very recent consideration by the ACIR,
the Appalachian program is treated first and most
briefly. The community action and model cities pro-
grams, which bear important conceptual similarities, are
discussed in the following sections.

THE APPALACHIAN REGIONAL
COMMISSION

The Appalachian Regional Commission (ARC) is a
unique institution in the American Federal system. It is
(perhaps excepting the TVA) the most important multi-
state regional planning and development body. For this
reason, it can be interpreted and examined as a major
experiment in the application of the regional planning
philosophy in the United States.

More to the point here, however, is the fact that the
ARC must also be viewed as a unique mechanism for the
delivery and coordination of Federal assistance to a
distressed region. The ARC provides fiscal aid of its own,
and, also, is mandated to improve coordination among
the programs of other Federal agencies. Its activities,
then, are complex and multifaceted.

The features of the commission’s approach, distinc-
tive at least in their combination, are several, including
the following:

® the responsibility to both plan and execute a
comprehensive program for regional develop-
ment;

® coequal participation by the states and Federal
government in a “partnership” system of grant
administration;

® considerable autonomy within the Federal ad-
ministrative structure;

© the authority to fund certain state and local
activities directly, as well as to supplement
other Federal grants;

® a flexible administrative arrangement which
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permits a considerable degree of discretion in
the expenditure of funds.

This section briefly describes the organization of the
ARC and evaluates the operation of its programs of
assistance and its planning and coordination activities
from the perspective of grants management.!'? The
account here draws heavily upon an earlier, much more
extensive analysis of the ARC published by the ACIR in
1972, as well as other published evaluations and selected
interviews.! > Because it was written in early 1975, many
of the important changes made in the Appalachian
program by the amendments signed into law on Decem-
ber 31, 1975, are not reflected in the text. Some of the
most significant of these amendments are indicated in
footnotes.'*

Organization and Functions
PARC and the ARDA

In general terms, the Appalachian Regional Commis-
sion is a manifestation of the heightened concern with
poverty in an affluent nation which emerged in the early
1960s. More specifically, it is the product of a series of
research findings and legislative recommendations con-
tained in a report prepared by the President’s Appala-
chian Regional Commission (PARC), a body formed at
the request of the Conference of Appalachian Governors
by President John F. Kennedy. The PARC report, issued
on April 9, 1964, described the deprivation marking
Appalachia and urged a comprehensive solution to the
problem through the formation of a multistate regional
planning and development organization.!® Its recom-
mendations, though somewhat modified, provided the
basis for the creation of the Appalachian Regional
Commission under the Appalachian Regional Develop-
ment Act of 1965, signed into law on March 7, 1965.1 ¢
The legislation has since been extended and amended
four times — 1967, 1969, 1971, and 1975. In the later
year, the ARC’s continuance was authorized through
September 30, 1979.17

The Appalachian Regional Development Act of 1965
was greeted as a major and dramatic governmental
innovation. Reporters saluted the “end of the pork
barrel,” noting that the Appalachian program called for
the investment of funds according to “cost benefit”
criteria. The program was thought remarkable in that
both Congress and the bureaucracies were willing to
relinquish some of their authority over the grant process,
and in the new potential for cooperation among the
several states involved.!®



The ARDA was stimulated, commentators indicate,
by a dissatisfaction with the operation of existing
Federal categorical assistance and economic develop-
ment programs in the Appalachian states. To some
degree, this dissatisfaction was simply financial; Ap-
palachia was not participating in, and benefiting from,
existing grant programs to a degree sufficient to enable it
to make progress toward a better way of life for its
citizens. The PARC report noted that, in 1963, Appala-
chia held 8.5 percent of the nation’s population, but
received only 4.9 percent of total Federal expendi-
tures.'® The ARDA program was, then, a means of
providing additional economic development assistance to
a specific needy area and population.

To some degree, however, the ARDA program pro-
posals had an administrative dimension. They were based
upon a criticism of the operation of the other grant
programs, not simply their financial insufficiency. A
recent commission statement indicates that the Appala-
chian program

... was a response to the general problems
caused by the fragmentation of Federal
grant programs and, specifically, to the
inadequacies of earlier economic develop-
ment acts. The basic problem with previous
Federal programs was that, although there
was not enough money to go around, there
was no assurance that available money
would be spent most effectively to assume
the greatest possible return on the dollar.
Functional program isolation and the lack of
a continuing owerall strategic or policy input
at either the Federal or state levels tended to
result in economic and community develop-
ment investments which consisted of a
number of projects that might or might not
have been related to one another®®

PARC envisioned a more successful economic develop-
ment program through the close interrelation of invest-
ments in highways and hospitals, schools, and other
community facilities.2?

The commentaries of the ARC’s leadership continue
to stress this coordinative aim. In his 1975 testimony
before the House of Representatives, the current Federal
co-chairman made these observations:

The cost of overcoming the remaining gaps in
facilities and services throughout Appalachia
far exceeds the existing resources and capac-
ity of all levels of government. This makes
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imperative the coordination of investment
decisions at every level of govern-
ment. ... Perhaps the most important con-
tribution of the Appalachian Regional
Development Program is its mechanism for
coordinating Federal, state, and local policy
and investment decisions in order to make
the wisest use of scarce public funds.??

Organization

The Appalachian region served by the commission
currently embraces 402 counties in 13 states.?® This
area has increased over the years; the original PARC
recommendations called for a planning and development
effort concentrated in 340 counties in only ten states. It
should be noted that, with the exception of West
Virginia, the region, as currently defined, embraces only
a portion of its member states.

The most prominent organizational feature of the
Appalachian Regional Commission is a system which
provides for essentially co-equal participation by the
states and Federal government. The 13 states are
represented by their governors or their designees?* Addi-
tionally, the states elect from among their membership a
states’ co-chairman; this position has been held by the
governors on a rotating basis. The Federal government is
represented by a Federal co-chairman, appointed by the .
President with Senatorial concurrence. By law, projects
must be proposed by the state members, while approval
requires the majority vote of the state delegates as well
as the positive vote of the Federal co-chairman; the
latter, in effect, holds the veto power. )

The states have also created a full-time officer to act
as their representative between the monthly commission
meetings. This states’ regional representative, a position
not mandated under the ARDA, was established by
action of the states at the first commission meeting. It
was intended as a counterbalance to the full-time
Federal co-chairman. Together, these two officers consti-
tute the voting membership of an executive committee.

Immediate direction of the commission’s staff (which
has numbered slightly over 100 in recent years) is the
responsibility of an executive director, who also is a
non-voting member of the executive committee. This
staff is financed jointly by the states and the national
government. In addition, both the Federal co-chairman
and the states’ regional representative maintain small
personal staffs, paid for out of Federal and state funds
respectively.

Commission spokesmen have stressed the opportunity
this organizational structure and procedure offers to the
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states, and particularly to the governors of the states, to
participate in what is, in large part, a program of Federal
assistance to local areas. In his 1967 Senate testimony,
then Federal co-chairman John L. Sweeney highlighted
the governors’ central role:

The Appalachian program does vest the
responsibility for whatever decisions are
made at the state level with the governor. It is
he who makes the primary determination on
whether funds should be spent, what priori-
ties should be given to the expenditures of
those funds, and he is responsible for bringing
projects to the Appalachian Commission and
hence any Federal agency.

He is responsible for developing an invest-
ment plan for Appalachian funds. In the
process he is called upon to relate the
Appalachian investments to those undertaken
with other resources — Federal, state, and
local. It is the governor who states the
priority of investment to accomplish the
development plans. It is the governor who
determines which projects submitted from
the local level best meet those priorities. No
project comes before the Appalachian Com-
mission, and hence any Federal agency,
absent gubernatorial support and sponsor-
ship. And, there is no opportunity for the
Federal government to unilaterally make an
investment of Appalachian funds without full
cooperation and support of the governor.?*

Appalachian Planning

Section 102 of the Appalachian Regional Develop-
ment Act grants to the commission the authority and
responsibility to

... develop, on a continuing basis, compre-
hensive and coordinated plans and programs
and establish priorities thereunder, giving
due consideration to other Federal, state,
and local planning in the region.?®

Despite this mandate, however, the ARC made an early
decision not to produce a regionwide “‘comprehensive
plan” for use as a guide for the area’s unified economic
development. Rather than engage in plan preparation on
its own, the commission devolved the planning function
upon its constituent states and attempted to encourage
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and strengthen their own planning efforts. The commis-
sion has provided some policy direction for this state
planning as well as technical staff assistance.?”

At the heart of these planning policies are the
statutory requirements of the ARDA for the adoption of
a “growth area” strategy. Section 2 indicates that

...the public investments made in the
region under this act shall be concentrated in
areas where there is a significant potential
for future growth, and where the expected
return on public dollars invested will be the
greatest.?®

In other words, the *“‘economic efficiency” of proposed
expenditures — the likelihood that they will prompt
additional investment by the private sector — must be
weighted in allocating funds. The intention is that
governmental investments be concentrated in the spe-
cific jurisdictions exhibiting this potential, rather than
being spread evenly throughout the region or allocated
to the poorest communities on a “worst first™ basis.

The commission’s policies and pronouncements have
generally adhered to this goal. An exception is made in
the human resource area. These activities are guided by a
policy statement which stresses the somewhat contradic-
tory need to provide the region’s population with the
health and skills necessary to participate in productive
economic activity “wherever they choose to live.”?®
The growth area concept has received somewhat less
emphasis in recent years.3® The areawide action pro-
gram approach adopted in 1975 will modify further this
traditional investment strategy.

Coordinative Role

The PARC report called for the creation of an
organization which would *“‘perform the vital function of
coordinating the many programs that are not conducted
in the region by Federal, state and local agencies.”3! It
did not, however, suggest that the organization should
be given any special sanctions to enable it to fulfill this
role, specifically indicating that none would be
needed.>? The membership apparently felt that, if a
“clearinghouse” for information could be provided,
enhanced cooperation would be automatic.

The provisions of the ARDA indicate that the
commission is to perform this coordinative function,
helping to integrate the programs of the various Federal
agencies involved in the region as well as the related
activities of state and local governments and private
groups. The stated purpose of the act is *“‘to provide



public works and economic development programs and
the planning and coordination needed to assist in the
development of the Appalachian region.”®3 Section 102
states that the commission shall “serve as a focal point
and coordinating unit for Appalachian programs.”**
However, the ARDA does not vest in the commission or
its Federal co-chairman extensive coordinative powers,
or grant it any authority over the actions of other
Federal departments. It does authorize the commission
to make, from time to time, recommendations regarding
the expenditure of funds by Federal, state, and local
agencies relating to the development of the region.*

A series of Federal interagency committees has been
created pursuant to the coordinative objectives of the
act. The Federal Development Planning Committee for
Appalachia was authorized by Executive Order 11186
on October 25, 1964, after the completion of the PARC
report but before passage of the ARDA. It was intended
to promote the coordination of Federal development
planning and continue the dialogue between the states
and Federal government. All Federal departments in-
volved in economic development or anti-poverty activi-
ties were represented in the membership. Following
enactment, the body was reconstituted as the Federal
Development Committee for Appalachia, with identical
functions and with the Federal co-chairman sitting as ex
officio chairman 3¢

This organization was replaced on December 29, 1967,
by the new Federal Advisory Council on Regional
Economic Development, created by Executive Order
11386. Among that body’s functions are the review of
plans and development of policies and priorities with
respect to all Federal regional development programs.
The broad based membership includes representatives of
the ARC, the Title V development commissions, and ten
departments and agencies, with the Secretary of Com-
merce as chairman.

Local Development Districts

Planning and coordination at the substate level is a
function of the local development districts (LDDs)
specified in the PARC report and encouraged by the
ARC. Since 1973, every county in the Appalachian
region has been served by a certified LDD.?” These 70
multicounty agencies, typically organized as councils of
governments, regional planning agencies, or not-for-
profit corporations, offer a means for providing needed
technical assistance at the community level.

While the LDDs receive about half their operating
funds from the ARC, they are not the exclusive
instruments of the Appalachian program. Most have
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other state or Federal functions. Eleven of the 13
Appalachian states have established a statewide system
of regional planning organizations.>® The LDD designa-
tion has been placed on these units in almost every
instance.>® Nearly all the LDDs receive funds from
other Federal agencies and possess A-95 clearinghouse
authority. In every case in which a designation has been
made, the LDDs are recognized as an Economic Develop-
ment District (EDD) by the Economic Development
Administration.*®

Most of the provisions specifying the functions of the
LDDs are found in the ARC code, rather than in
statutory law.*! The code requires that the LDDs have a
competent, full-time staff, meeting standards approved
by the commission. LDDs also are charged with coordi-
nating Appalachian program activities with those of the
Economic Development Administration and Appala-
chian planning with any other planning underway.

While no single LDD may be taken as representative,
the activities and organization of the Economic Develop-
ment Council of Northeastern Pennsylvania (EDCNP)
suggest one pattern.*> The EDCNP serves a seven-
county region which contains the urban centers of
Scranton and Wilkes-Barre as well as a sparsely popu-
lated section of the Pocono Mountains. The public-
private body has a very large governing board which
includes all county commissioners in the area and
representatives of the banking, utility, real estate, and
industrial communities. It is funded by the ARC and
EDA, the State Department of Community Develop-
ment and Office of State Planning and Development,
and also receives contributions from the private sector.
EDCNP has been designated as the regional clearing-
house under OMB Circular A-95 and as a Regional
Personnel Service Center by the Pennsylvania Depart-
ment of Community Affairs. It operates with a 25-
member staff.

The EDCNP has undertaken a wide-ranging program
of planning activities. A study of industrial diversifica-
tion potential was prepared by a national consulting
firm. Another report examined the potential of new
community development in the area. The EDCNP has
investigated tourism, flood damage problems, housing
shortages, and the fiscal problems of area local govern-
ments. It, also,regularly aids local institutions in securing
Federal assistance funds from the ARC and other
agencies.*3 '

The Economic Development
Assistance Program

The ARDA authorized three distinct kinds of expend-
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APPALACHIAN DEVELOPMENT
HIGHWAYS:

Construction Completed

Under Construction

Engineering and Right-of-Way
in Progress

DEMONSTRATION HEALTH
PROGRAM

Planning Grants

Operating Health Projects

Health Construction Projects

Child Development

LAND TREATMENT AND
EROSION CONTROL
CONTRACTS

Table 1

A Summary of Appalachian
Projects Approved
(as of 1-1-75)
Miles PUBLIC FACILITIES
ASSISTED:
1,038.2 Health Facilities
306.8 Higher Education Facilities
729.1 Vocational Education Facilities
Libraries
Water Poliution Controt
Airports
Amount NDEA Grants to School System
Number fin millions)  Other
13 - $ 114
471 1121 HOUSING LOAN ASSISTANCE
113 62.9 Housing Units Planned
276 72.8 Technical Assistance to
State Agencies

MINE AREA RECLAMATION
16,637 $ 176 PROJECTS

SOURCE: Appelachia, December 1974/January 1975, p. 38.

Number
343
178
743
114
376
137

65
201

99
11,430
18

Amount
fin millions)
$ 795

48.5
247.3
10.8
78.4
17.8
6.9
30.7

4.0

1.5

55.2




in 1967, 1969, and 1971.

$18,000.

207—$1,500; Sec. 302—$3,500.

Table 2

Appalachian Regional Commission
Authorizations and Appropriations through 1974
(in thousands of dollars)

1965-67 1968-69
Authori- Appropriations Authori- Appropristions
Section zations 1965-66 1967 Total zations 1968 1969 Total

202 Health $ 69000 $ 21,000 $ 2500 $ 23500 $ 50,000 $ 1,400 $ 20,000 $ 21,400
203 Land Stabil. 17,000 7,000 3,000 10,000 19,000 3,300 2815 6,115
204 Timber Devel.* 5,000 600 - 600 2,000 0 0 0
205 Mine Area® 36,500

Bureau of Mines 16,600 7,000 22,600 30,000 0 335 335

Fish & Wildlife 1,350 100 1,450 0 0 0 0
206 Water Res. Survey 6,000 1,500 1,500 3,000 2,000 2,000 0 2,000
207 Housing Fund 0 [+] 0 [+] 5,000 1,000 1,000 2,000
211 Voc. Ed. 16,000 8,000 8,000 16,000 26,000 12,000 14,000 26,000
212 Sewage Trestment 6,000 3,000 3,000 6,000 6,000 1,400 0 1,400
214 Suppl. Grants 90,000 45,000 30,000 75,000 97,000 34,000 32450 66,450
302 Research & LDD 5,500 2,500 2,750 5,250 11,000 1,600 3,000 4,600

Less Limitation - - - - -78,000 - - -

Total Non-highway 250,000 105,560 67,850 163,400 170,000 56,700 73,600 130,300
201 Highway 840,000 200,000 100,000 300,000 715,000 70,000 100,000 170,000
208 Airport Safety - - - - - - - -

Total Program 1,080,000 305550 157,850 483,400 885,000 126,700 173,600 300,300
106 Admin. Expenses 2,400 1,280 1,100 2,390 1,700 746 850 1,596

Grand Total $1,082,400 $306,840 $158,960 $465,790 $886,700 $127,446 $174,450 $301,896

‘h96&89, 1970-71, and 1872-73 authorizations are new authorizations. Authorizations not appropriated lapsed

? Includes $8.5 million supplemental appropriation for airport projects under Section 214.

%1972-73 authorizations for other than Section 201 highways and Section 208 airport safety were made as lump
sum in P.L. 92-85. Committee reports indicated the foliowing general distribution: heaith and education,
$156,000; environment, $15,000; housing, $4,000; supplements| grants, $80,000; research and demonstrations,

‘Includes $16 million supplemental for tropical storm “Agnes,” as follows: Sec. 205-$11,000; Sec.

itures. First, the act established a system of *“‘develop-
ment highways,” which initially included up to 2,350
miles of highway and an additional 1,000 miles of local
access roads. Upgrading of transportation was seen as a
key to the region’s greater economic development: the
1965 act authorized development highway expenditures
of $840 million over a six-year period with only
$252.4 million over a two-year period for the commis-
sion’s other activities and programs.

Secondly, the ARDA established a series of special
assistance programs for other activities, including voca-
tional education, sewage treatment facilities, health
facilities, land conservation, timber development, mine
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area restoration, low-cost housing, and research, demon-
strations, and local development district support.**
Thirdly, the act provided supplemental funds to be used
in support of state and local participation in various
other Federal grant-in-aid programs. Accomplishments
and expenditures under these programs are tabulated in
Table 1 and Table 2.

Most of the assistance programs took the form of
special categorical grants. They authorized the expendi-
tures of funds by an appropriate departmental secretary
for some specific purpose. However, funds could be
obligated only for projects approved by the commission.
Many of these programs were essentially modifications



1970-71 1972-73 1974-7§ A.pp.ro-
Authori- Appropriations Authori- Appropristions Authori- pristions
zations! 1970 19712 Total zations?® 1972 19734 Total zations® 1974
$ 90,000 $ 34,000 $ 42,000 $ 76,000 - $ 46,000 $ 48,000 $ 94,000 - $ 43,000
15,000 3,000 0 3,000 - - - - - -
0 0 0 0 - - - - - -
15,000 5,000 4,000 9,000 - 2,000 13,000 15,000 = 4,000
0 0 0 0 - - - - - -
0 i} 0 0 - - - - - -
3,000 1,000 1,000 2,000 - 500 3,500 4,000 - 1,500
50,000 25000 24,000 49,000 - 28,000 25500 53,500 - 25,000
0 0 ] 0 - - - - -
82,500 34,000 48,500° 82,500 - 38,500 37,000 75500 - 34,000
13,000 5,500 7,500 13,000 - 7000 11000 18000 - 7,500
268,500 107,500 127,000 234500 282,000 122,000 138,000 260,000 294,000 115,000
350,000 175,000 175000 350,000 355,000 175000 205,000 380,000 3650007 155,000
- - - - 40,000° - - - - -
618,500 282,500 302,000 584,500 677,000 297,000 343000 640,000 659,000 270,000
1,900 932° 968 1,800 2,700 1,113 1,217 2,293 3,300 1,492
$620,400 $283432 $302,968 $586,390 $679,700 $298,113 $344,217 $642,293 $662,300 $271,492

$1974-75 non-highway authorizations were made in lump sum in P.L. 92-66. Committee reports indicated
distribution as: healith and education, $170,000; environment, $15,000; housing, $6,000; supplemental grants,

$90,000; research and demonstrations, $13,000.

¢ Appropriations are adjusted to account for reappropriations to other accounts—for 204 and 205 programs of

$1.2 million.

7 Highway authorization excludes the amount of $315 million available, 1976-1978.

* Contract authority to be available through 1975.

® Included transfer of $42,000 to this account from 204 timber development.
SOURCE: 7973 Annual Report (Washington, D.C.: Appalachian Regional Commission, 1873}, p. 17.

or extensions of existing legislation, applied specifically
to Appalachia, and reference is often made to the
program standards embodied in other Federal laws.**
Still, these Appalachian -authorizations are distinct from
funds available through these existing grant programs;
they are “new money.” Specific provisions prohibit the
secretaries from taking these moneys into account in
“the computation of allotments among the states pur-
suant to any other provision of the law.”

Section 214 of the ARDA provided a system of
supplemental grants as an aid to communities in meeting
the required local matching share of other Federal
grants. These funds may be applied to any of the

35

non-highway programs authorized under the ARDA, and
to other non-highway programs involving the acquisition
of land or construction or purchase of physical facilities
and equipment. Though the program was modified in
1971, until that year, the 214 funds could be used to
supplement other Federal grants to increase the
combined Federal contribution to a maximum of 80
percent of total project costs. The intent of this
supplementation system was to make it possible for even
the poorest communities to participate fully in the
Federal categorical programs. This additional aid was
needed, it was argued, if such places were to be able to
meet matching requirements.



An important increase in commission powers came
with the receipt of “first dollar” authority, the authority
to provide the entire Federal share of projects eligible

under section 214. The 1971 amendments authorized

this use of ARC revenues in instances in which there are
insufficient funds available through other departments
to meet pressing regional needs. However, these amend-
ments did not place all of the responsibility for the
awarding of such grants upon the commission. Projects
still must be accepted and certified to be in accord with
program standards by the department which would
normally provide funds.

The Funding Process

The commission’s funding process requires two sorts
of determinations — first, an allocation of funds by
sector or program; and, secondly, an allocation of funds
for specific projects among the states. The first kind of
decision has been handled somewhat differently as time
has passed; the trend has been toward greater flexibility.
Decisions of the second kind have generally been made
by recourse to predetermined formula allocations for
each state, coupled with a review by the commission of
specific project applications.

The commission meets monthly to develop policy
regarding various programs and the allocation of funds
for these programs, as well as to consider the specific
projects submitted by the individual states through their
governors. These policy and funding decisions are the
extent of the commission’s involvement in most of the
grant programs. Since responsibility is shared with the
regular “line” Federal departments, these agencies con-
duct a technical review of project applications and also
monitor the actual expenditure of funds.*®

Since the initial financial authorizations contained in
the ARDA were for six years in the development
highway program, but only two years in the other areas,
the two types have been handled somewhat differently,
with more changes occurring in the non-highway sector.
Allocations of funds for the development highway
system have been based largely upon the original
highway plan specified by the President’s Appalachian
Commission. That plan identified the corridors in which
construction was contemplated. The actual amount of
funds allocated annually by the ARC to each state has
depended upon the amount of construction it has been
prepared to undertake and its ability to provide the
necessary matching funds.

During the commission’s first years of operation,
budget requests for the other programs were also based
largely upon recommendations contained in the PARC
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report. In this period, appropriation requests were
submitted by the individual departments, and appropri-
ations were made directly to the department themselves.
Of course, Congress altered these budget requests to
some degree, imposing its own priorities.

These arrangements did not prove fully satisfactory,
at least from the commission’s standpoint.®” Budget
submissions were made in a piecemeal fashion, from
independent departments to different appropriations
subcommittees. The Appalachian program was not
examined as a single unit. A consequence, the ARC
believed, was that departments faced with budgetary
restrictions often preferred to sacrifice the Appalachian
programs rather than others of “their own.” Moreover,
project expenditures were subjected to a dual review,
first in the commission and then in the administering
agency.

Beginning in 1967, these procedures were altered. The
amendments which provided new authorizations for the
non-highway sector stipulated that funds would be
appropriated to the President, rather than the major
departments. He, in turn, transfers them to the Federal
co-chairman for release to the departments upon the
recommendation of the Appalachian Commission. One
effect of these changes was that greater responsibility
was placed upon the ARC for the development and
defense of a budget as a unified package. The amend-
ments also increased the commission’s control over the
expenditure of funds, since the ARC review of project
criteria was made final.

Acting under the mew system of unified budgetary
review, the Congress in 1968 made appropriations for all
non-highway sectors as a single lump sum; in 1969, and
thereafter, this single total also included the highway
program. Beginning in 1972, there was also but a single
authorization for all of the non-highway programs.

Some have suggested that these changes rather
markedly increased the decision-making role of the
commission, since the appropriations to it had some of
the characteristics of a “block grant.”*® However, some
of this freedom was illusory. Congressional appropria-
tions subcommittees desired and were given quite
specific information concerning how program funds
would be used.*® Decisions concerning allocations
among programs were largely made during the process of
developing and defending the budget, rather than follow-
ing the appropriation of funds.

Interstate Allocations. This was not the case as regards
allocations among the states, however. The commission
has had real decision-making authority in this regard,
unimpeded by legislative restrictions. The distribution of



funds among the states in each program other than
highways is chiefly by formula. These formula distribu-
tions provide fund reservations or a “drawing account,”
a guarantee of the availability of funding for projects
approved by the commission up to a certain maximum
amount. The allocational formulas, adopted by early
commission meetings and continued to date unchanged,
differ from program to program. Most distribute some
portion of the funds equally among the states and also
reflect a state’s Appalachian population, land area, per
capita income, and some program-specific measure of
need.5°

Since such formula allocations proved too rigid,
greater flexibility has been permitted through the
development of a system of financial trading.5' States
which do not wish to, or fail to obligate all of the funds
received in one program area can request that these be
reallocated by the commission to another state which is
prepared to make use of them. Such bilateral trades may
be made by the executive committee upon the request
of any two states. Similarly, the commission routinely
reallocates unobligated funds from one state to other

states which can absorb them, while the state losing
funds is repaid during subsequent years.

Supplemental funds, like the other ARC grants, are
allocated among the states on the basis of a formula,
with per capita income the most important factor. As
Table 2 indicates, appropriations for supplemental
grants have been substantial. It is, in fact, the second
largest ARDA program, surpassed only by highways.

The commission has left it largely to the states to
determine which programs receive supplemental funds,
though some kinds of activities are excluded by com-
mission policy.*? While there are important differences
among the states, most supplemental funds have been
applied to the health and education areas, as Table 3
indicates. It should also be noted that priorities have
shifted over time. For example, in fiscal year 1973,
water and sewer programs were stressed.

It should be added that, after a cautious start, the
ARC has made extensive use of its new “first dollar”
authority. In 1973, about 19 percent of all supplemental
funds was used for such grants. In 1974, this was
increased to better than 40 percent.®3

1974), p. 42.

Cumulative through 1974

Number of
Projects

Airports 106
Educational Television 24
Health Facilities 389
Higher Education 221
Libraries 113
National Defense Education Act 62
Vocational Education 462
Water, and Water and Sewer Combined 170
Sewage Treatment Facilities 257
Other 117

Total 1,921

Table 3

Supplemental Grant Projects _
Net Approvals by Type of Program!

FY 1974 Program

Dollar Amount Number of Dollar Amount

{in thousands) Projects {in thousands)
$ 10,968 8 $ 503
5,860 2 919
77,962 27 5,011
52,870 8 2,400
10,460 4 966
6,625 5 315
68,409 61 8,822
32,990 45 10,972
48,127 17 5,370
11,664 13 1,344
$325,936 190 $36,631

! Overruns, .underruns, and revisions are excluded from project count but included in dollar amounts.
SOURCE: 1974 Annual Report of the Appalachian Regional Commission (Washington, D.C.: Appalachian Regional Commission,




New Allocation Procedures. A new allocation pro-
cedure was utilized by the ARC for the first time in FY
1975. It has increased the flow of funds to the central
Appalachian states and given the commission (and the
member states) even greater funding flexibility. It, also,
eliminated the need for the special “‘trading” procedures
described above.5*

Data presented to the Congress during the 1974
budgetary review indicated that areas of central Appala-
chia were lagging behind the rest of the region on several
indices of development. This prompted the creation of
an altered funding system. The four major non-highway
programs — Section 202 health and child development,
Section 211 vocational education, Section 205 mine area
restoration, and Section 214 supplemental grants — were
combined into a single allocation. Allotments among the
states now are made according to two formulas. One
distributes approximately two-thirds of the money
among the states in a manner proportionate to that
received under past operating formulas. This may be
used at a state’s discretion, subject to the commission’s
approval of specific projects. The remaining one-third is
allocated among three subregions — northern, central,
and southern Appalachia — in a manner heavily
weighted by an index of poverty. The result is that more
of these funds are granted to the central region. These
allocations are to be utilized according to a subregional
strategy developed in concert by the affected states.

For fiscal 1975, the states received a two-part
allocation. The first was the “base amount,” set at 80
percent of their fiscal 1974 program level. The second
portion was the “subregional amount.” In addition,
$2 million was reserved for recreation and conservation
projects in a newly defined *“‘highlands” area. No changes
were made in the procedures for allocating highway
funds or those for research, demonstration projects, and
local development districts.

These new procedures, coupled with the “first dollar”
authority authorized by the 1971 amendments, have
greatly enhanced the flexibility of the Appalachian
program, and brought it closer to the prototype of the
target grant — revenue sharing with controls.

Evaluations

The Appalachian program has been evaluated by a
number of agencies and individuals. The most thorough
report is the ARC’s own multivolumed study, completed
in 1971.5% That investigation also provided basic source
material for most of the other reviews. These include the
commentaries of several individual researchers, many of
whom have been associated with the ARC.5¢ Three
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reports dealing with certain aspects of the commission’s
operation have been prepared by the General Account-
ing Office.®” The most recent study was prepared by
Martha Derthick for the Brookings Institution, and was
published in 1974.5% Substantial literature has also
examined specific aspects of the ARC’s program; in
particular, the development highway system has at-
tracted the attention of scholars.®?

The following paragraphs highlight some of the most
important findings of these investigations. They are
based chiefly upon the ACIR’s earlier review, but have
been modified and updated to reflect additional experi-
ence gained by the ARC during the past three years as
well as other, more recent, assessments.

® The Appalachian Regional Commission has
exerted little direct influence over the activities
of other Federal agencies operating in Appala-
chia, and does not function as a coordinator of
assistance to the region. To date, efforts by the
ARC and its Federal co-chairman to assert such
a role have produced few successes. Washing-
ton-level interagency coordinating committees
have had little impact, and the various Federal
departments remain free to pursue their own,
often conflicting, investment and development
strategies.®°

@ Appalachian planning, in a number of the
member states, is poorly integrated into the
general policy, planning, and administrative
processes, and the plans themselves are of
mixed quality. Planning requirements are often
regarded as a necessary step for the receipt of
funds, rather than as a useful management tool.
In these respects, planning in the Appalachian
states differs little from overall state planning in
much of the rest of the nation.

® Over the history of the commission’s operation,
there have been marked improvements in the
procedures followed in ARC development plan
preparation and in the organization of the
planning function in some of the states. Few
continue to rely on consultants for Appalachian
planning purposes, and some have integrated
Appalachian planning into general statewide
development plans.

® The local development districts have brought
additional professional expertise to much of the
region, and are playing an increasingly respon-



sible role in providing inputs into the state
development plans. However, their staffs often
spend more time developing and reviewing
grant applications than in actual planning and
research. The quality of such planning, and the
strength of the multicounty planning process,
differs greatly from state to state and area to
area.

Very few commission activities have been
carried out on an interstate basis, despite the
existence of problems which could be attacked
effectively through such a cooperative ap-
proach. The major exception was in the plan-
ning of the development highway system.

Although the ARDA mandated an investment
policy requiring the concentration of expendi-
tures in areas possessing significant growth
potential, the states are permitted by commis-
sion policy to identify such areas themselves.
The techniques and criteria applied by the
states have varied greatly. Moreover, it appears
that this policy has resulted in the designation
of an excessive number of communities as
growth areas, many of which seem to possess
limited growth potential.

The states differ greatly in the extent to which
they have targeted Appalachian funds into the
growth areas they have designated. Analyses
performed by the ARC staff have shown some
substantial concentration of expenditures,
which suggests that the commission has had
some success in coordinating these investments
funded through its own resources.

Most governors have shown a limited interest in
the affairs of the commission and in the
operation of the Appalachian program in their
states, even though the ARC philosophy
stresses extensive executive involvement and
strong, centralized management.®! However,
the degree of gubemnatorial participation differs
markedly from state to state, as well as from
issue to issue. Two of the influences appear to
be the size of the Appalachian region in each
state, and the magnitude of ARC expenditures
in relation to the total state budget. The fact
that the program involves only a part of each
state (with the exception of West Virginia) and
accounts for a small proportion of state ex-
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penditures®? lessens gubernatorial interest. Be-
cause of state constitutional restrictions on
gubernatorial succession and other factors, the
continuity of leadership has been limited.®3

® Commission actions reflect an attempt to make
decisions on a conciliatory and cooperative
basis. For example, proposed state development
plans have not been rejected in practice, though
they are often revised on the basis of staff and
executive committee comments. The veto
power given the Federal co-chairman has never
been used, although the possibility of a veto has
sometimes moderated a state’s position.

® The states’ regional representative and the
Federal co-chairman have exerted a great deal
of influence over commission actions. Many of
the commission’s responsibilities are delegated
to its executive committee, which consists of
these two officials and the executive director,
who is a non-voting member. For example, this
group, aided by the staff, reviews and approves
the state development plans and annual project
packages according to the policies and regula-
tions contained in the ARC code.®* Executive
committee actions on specific projects are
normally final. Still, there is considerable par-
ticipation by the state representatives in some
commission policy matters.

® The commission has been successful in achiev-
ing a balance among the interests of its member
states, despite their divergent needs and govern-
mental traditions. It has also maintained some
representation of the Federal interest and has
provided for the input of professional expertise.
Thus, it demonstrates the feasibility of a
Federal-state regional ‘‘partnership” approach
to grant administration. The overall results
offer the states a considerable degree of flexi-
bility in the use of Appalachian funds. The
ARC has thus earned strong political support
among Congressmen of both parties, as well as
the Appalachian governors.

Assessments

The ARC has not become a “focal point” for the
coordination of the activities of various Federal depart-
ments within the region, as indicated by the first of the
foregoing paragraphs. The existence of a Federal “policy
vacuum” regarding regional development was highlighted



by the first executive director of the ARC, Ralph
Widner, in recent Congressional testimony. There has
been no overall development policy, he asserts, other
than that provided, from time to time, by interagency
committees, none of which have been particularly
effective. “As a result,” Widner states,

...it was perfectly possible for other Fed-
eral agencies to ignore the plans and strate-
gies drawn up for Appalachia through the
Federal-state partnership of the Appalachian
Regional Commission, and to actually sub-
vert them, intentionally or unintentionally.
The greatest irony in the 1960s was that the
actions most at variance with each other in
the region were those taken under the Office
of Economic Opportunity, the Economic
Development Administration, and the Ap-
palachian Commission — all acting under
statutes enacted in the same year, 1965, and
all addressed to many of the same problems
of poverty and underdevelopment.5®

Widner also indicates that the commission’s Federal
co-chairman requires support “by the full authority of
the Federal executive” if he is to meet his coordinative
responsibilities, but lacked it during all but the commis-
sion’s earliest years. Widner proposed that the ARDA be
strengthened by clearly requiring Federal agencies to
take into account Appalachian goals and objectives.®®

A report prepared by the General Accounting Office
in 1972 also concluded that the coordination of various
Federal activities within Appalachia appeared in-
adequate, and recommended that the ARC take a more
active role in program planning and coordination.®”
However, the commission’s Federal co-chairman and
states’ regional representative argued in reply that the
commission lacks clear statutory authority in this area,
while other Federal departments have conflicting statu-
tory goals and strategies.®® The GAO disagreed, indicat-
ing that the ARC’s legislative authority was ample to
permit it to take a more aggressive approach to
coordination without asserting authority over other
Federal assistance programs.®®

In general, assessments of the overall effectiveness of
the commission’s operations are quite contradictory.
These differences reflect the application of somewhat
different evaluative standards, or conflicting expecta-
tions. As a consequence, recommendations regarding the
future of the ARC have varied, ranging from calls for its
abolition, at one extreme, to urging that the commission
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device be adopted throughout the rest of the nation at
the other.

Oneof the basic points of controversy has to do with
the role of the states under the Appalachian program.
Critics often feel that the commission should have
subordinated state actions to the needs and priorities of
the region as a whole. On the other hand, the commis-
sion’s defenders believe that one of the strongest points
of its operation is that it has increased the role of the
states in planning for, and responding to, the needs of
their citizens and communities.

The strength of the state role in the ARC shows itself
in a number of ways. Basic was the commission’s early
decision to assemble the plans made by the participating
states, rather than to prepare a comprehensive regional
plan of its own.”® This policy was justified on pragmatic
grounds. In an article describing the political imple-
mentation of regional theory in Appalachia, the former
executive director noted that “the past performance of
the master plan approach in the United States and
elsewhere indicated that it was unlikely to succeed in
Appalachia.””! The need to permit the states to identify
growth areas according to their own criteria was under-
scored by the first Federal co-chairman, John L.
Sweeney. In a letter to a consultant, he noted his
personal belief that “the development of a strategy of
public investment is only partly scientific; the remainder
of the input is primarily political and must be made by
those who exercise political responsibility.”?

Some evaluators are dissatisfied with the failure to
impose regionwide priorities, believing that this shows
the political limitations of the commission system.
Derthick observes that ‘“what was briefly an effort to
transcend the states turned very quickly into an organ-
izational device that rationalized. a larger role for
them.””® The ARC acknowledges this, indicating that
‘“anyone who expected the Appalachian Regional Com-
mission to develop and execute a regional solution to the
area’s problems will doubtless be disappointed.””*

The General Accounting Office indicates the com-
mission was unwise in permitting the states to determine
which sections of the development highway system were
to be built or improved. The commission did not set
priorities to guide the ongoing construction effort. The
result was a piecemeal pattern of improvements, the
GAO found, with states sometimes preferring to con-
struct those highway segments that would ease local
traffic congestion, rather than improve regional access
and promote ecomomic development.”® Rothblatt has
noted that the commission’s fund allocation formulas
are heavily weighted by such “fair share” considerations
as equality among the states, land area, population, and



income, rather than program specific measures of the
need for srevices.”® This apparent consequence of direct
state participation can be viewed as a serious indictment
of a program which many believed would allocate funds
on a “cost effectiveness” basis among the region’s
growth centers. Moreover, according to this criticism,
the degree to which a state assumed a role of leadership
in establishing the Appalachian program, and perhaps
various other political considerations, may have in-
fluenced the magnitude of a state’s non-highway
allocations.””

The ARC’s defense rests in part on the stronger role it
provides the states, and especially their governors, in the
operation of its assistance programs. The value of this
approach is a basic premise. The commission’s self-
evaluation noted that “it is nearly impossible to con-
vince anyone of the worth of regional commissions who
does not grant that states and their governors should
have a policy voice in the management of the federal
system.””® Defenders also argue that the Federal co-
chairman, the multistate membership of the commission
itself, and its strong professional staff inject the
national purpose into the ARC’s actions and provide
sufficient protection against any possible excesses in
state autonomy.

A somewhat different standard for judgement stresses
the comparison, not between regionalist aspirations for
the commission and its state-oriented performance, but
between the operation of the commission’s programs
and that of other kinds of aid. Many of the commission’s
supporters believe that the ARC has proven to be a
superior approach to the major alternative forms of
Federal assistance — categorical grants and revenue shar-
ing. It offers a “middle ground,” in that it is far more
flexible than the categorical grants, but provides a
greater Federal presence —and better protection of
national interests — than general revenue sharing. It also
offers technical assistance to the states and, through the
LDDs, to local governments. Newman argues that the
commission device, while certainly not a panacea, may
be the least flawed of all the available assistance
alternatives.”® Similarly, Rothblatt believes that the joint
Federal-state nature of the ARC, and its planning’
procedures, have resulted in a better program than
would have been possible through other administrative
techniques:

It appears that the commission has created
benefits which would not have occurred
under an alternative form of administering
the Appalachian program (such as a Federal
agency). The major tool used by the ARC in
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creating these benefits was the planning
process it was able to induce among Appala-
chian states. The commission was able to
induce this planning mostly because the
ARC policies were made largely by the states
themselves — a co-opting mechanism most
Federal agencies do not have.%°

Others are less confident, however. Derthick states:

It is not possible to infer that state invest-
ment decisions are “better” than they would
be, or even very different than they would
be, if the spending guidelines were prepared
by a Federal grant-in-aid agency. There is no
way of telling how the states would have
spent the funds if there had been no
guidelines at all but only a Federal statement
of purpose (“economic development’); nor
is it possible to say how they would have
spent the funds if a Federal executive agency
had been in charge of administration.®!

Ralph Widner has expressed an intermediate view. He
believes that the ARC program has achieved a higher
degree of investment concentration than other U.S.
development programs, but feels that the level of sucess
probably has been insufficient to greatly influence the
settlement pattern of the region. In part, he notes, this
may be traced to the inability of the commission to
guide non-ARC activities. Consequently, the Federal
government itself has been a party to some of the
additional “scatteration.”®?

Proposals for Expansion. At their most favorable,
evaluations suggest that the ARC provides an alternative
model of federalism, a new way of relating the activities
of all three levels of government to national policies and
local needs. From this perspective, the commission is
seen not simply as a pragmatic adaptation to the
conditions of a specific region and historical period, but
a new means for structuring public intervention in some
kinds of economic and social problems, especially those
relating to national development. This view usually leads
to the suggestion that a strong system of regional
agencies, encompassing all of the United States, should
be developed, either as a supplement to, or an alternative.
for, existing assistance programs.

The development of a system of similar regional
agencies nationwide was proposed in an internal report
prepared in 1969 by the office of the states’ regional



representative. The report outlined some of the key
elements of a nationwide system:

1. The states, with Federal participation,
should group themselves into a set of
multistate regions covering the conti-
nental United States. Ideally, few states
would be split into more than one region.

2. Each region would have a commission
made up of representatives of the gov-
ernors of the states involved . . . .

3. The regions should have comprehensive
planning responsibility involving state,
regional, and Federal development ef-
forts. They will also need to have at their
disposal funds for demonstration proj-
ects, technmical assistance, and supple-
mental funds.

4. Once the initial regional plan has been
approved, both Federal and state resource
investments ought to be geared to the
plans. This does not mean that the regions
would have an iron-clad and mechanical
veto power over all Federal grants. But
the regional plans should be submitted to
the Federal agencies for review and com-
ment. Once the region has adopted a
plan, Federal agencies should submit proj-
ect grants to the regional commission just
prior to approval so that the commission
can offer its advice on whether the grant
is in conformity with the regional plan. If
either the Federal agency or the regional
commission were greatly aggrieved, it
would signal a matter for the governors or
the Executive Office of the President to
resolve.

§. The present economic development pro-
grams should be replaced by a flexible
fund, like the OEO special impact pro-
gram. Basically, this fund should be able
to fill the special needs or supplement
other Federal program money, but the
regional and district programs should
abandon their narrow functional orienta-
tions. They should not be more con-
cerned with sewage facilities than they
are with health and education.®®
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The development of a system of multicounty planning
districts and the earmarking of some funds for program
evaluation efforts were also proposed. :

The Public Works Development Act of 1972, S. 3381,
introduced into the 92nd Congress by Senator Montoya
and cosponsored by Senators Randolph and Cooper,
embodied some similar concepts.®* It called for the
establishment of a system of development commissions,
based upon Federal-state-local participation, which
would embrace every state. The commissions were to be
charged with developing a public works planning process
which would receive input from all levels of government.
A structure much like that of the ARC was provided.
There was to be a Federal co-chairman, appointed by the
President. States would participate through their gov-
ernors or their designees, and elect a state co-chairman.
A system of development districts was also authorized.
The commissions were to be empowered to provide
direct and supplemental development grants, demonstra-
tion grants, and operating grants.

Hearings were held on the bill before the Senate
Public Works Subcommitee on Economic Development.
Several of those testifying supported the basic concept
of a system of regional development commissions, while
opponents suggested that a better alternative was the
strengthening of general purpose units of state and local
government through such devices as revenue sharing.%$

Although the 1972 bill never reached the Senate
floor, interest in a more inclusive system of regional
development commissions has continued. The National
Governors’ Conference (NGC) Task Force on National
Regional Development formulated a draft National
Regional and Area Development Act in 1973 which
contemplated a nationwide system of regional develop-
ment commissions and local development districts. The
act would create an Agency for Regional and Area
Development within the Executive Office of the Presi-
dent and authorize a National Development Fund to be
apportioned among the new commissions on a formula
basis. The commissions would award grants from the
NDF moneys to states for projects developed in accor-
dance with their development plans. The proposal,
leveloped under the leadership of Wisconsin’s Governor
Patrick Lucey, was endorsed by the governors of 32
states and by the NGC Executive Committee.

A nationwide system of development commissions
was a feature of four other bills introduced in the
Congress in 1974. The commission approach, for ex-
ample, was one component of S. 3050, the Balanced
Mational Growth and Development Act of 1974, intro-
duced by Senator Hubert Humphrey, and aimed at
establishing a national growth policy. The commission



device emerges as a basic element in various efforts to
develop a national growth strategy. The Urban Growth
Policy Study Group has found that the Appalachian
program is the only American experiment with the kind
of integrated national-regional-local planning system
which has become a basic component of development
policies in many European nations.®¢ One published
article reflecting growth policy concerns has called for a
system of commissions aligned with the standard Federal
administrative regions currently served by the Federal
Regional Councils (FRCs).®” The argument here was
based upon a perceived need to link policies which deal
with the large urban centers and the depressed rural
areas.

A somewhat similar strategy was outlined in the 1974
Report on National Growth and Development issued by
the Domestic Council. It indicates that the existing
multistate commissions should not be regarded as a
“permanent fourth level of government.”®® It added,
however, that

...in order to avoid the uncoordinated
proliferation of such multistate organiza-
tions, serious consideration should be given
to the alternative of expanding the role of
the FRCs and establishing mechanisms to
work with the states within each Federal
region.®®

The FRCs might assist the states in establishing inter-
state growth-related goals and policies, develop strategies
which could guide private investment as well as the
distribution of Federal aid, offer recommendations
concerning the types and levels of Federal assistance
required, and consider alternative ways of utilizing
discretionary grant funds to meet unique development
needs.

While comprehensive proposals to establish a “wall-
to-wall” system of commissions have made limited
progress to date, there has been a gradual movement
toward the inclusion of additional states within develop-
ment commissions. Passage of the 1965 ARDA was
premised upon a commitment by the Administration
that it would support legislation providing similar
benefits to other disadvantaged areas. The Public Works
and Economic Development Act of 1965, adopted later
that year, provided, in Title V, for the designation of
economic development regions and the formation within
them of multistate regional action planning commissions
similar in some degree to the ARC. Five such commis-
sions initially serving a total of 571 counties in 20 states,
were established in 1966-67. Two additional commis-
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sions were created in 1972. Altogether, the seven Title V
commissions now embrace all or parts of 31 states.®®

Proposals for Abolition. An argument for abolishing
the Appalachian Commission was offered by the Presi-
dent’s Advisory Council on Executive Organization, the
“Ash Council” chaired by Roy L. Ash. In memoranda
prepared in 1970, the Ash Council leveled three charges
against the Appalachian and Title V commissions:

® the commissions have not produced a regional
approach to economic development;

® the commissions are an unnecessary additional
administrative layer; and

® the commissions tend to further fragment
Federal program responsibility.®!

These objections were raised largely on the basis of
organizational considerations, not on evaluations of
program effectiveness. The commissions were called “an
unnecessary administrative layer in the Federal grant
process” which had further fragmented national program
responsibility.’> The only advantage to the commission
approach, the council found, was that it did provide
some greater authority to the governor in the manage-
ment of Federal assistance.

In support of its charges, the Ash Council noted that
ARC’s plans are simply an aggregation of separate state
plans. None of the commissions had fostered a truly
interstate, regional approach to development problems.
Moreover, though charged with the responsibility of
coordinating economic development programs, the com-
missions lacked the review and approval authority and
other powers that would sustain them in role. Other
Federal agencies had, the council indicated, rarely been
influenced by them. Finally, the commissions were
viewed as duplicating the mission assigned to the
Economic Development Administration, thus adding to
the complexities of Federal budgeting and
administration.?3

While recognizing the desire of some to create
additional commissions, the council recommended
termination of the commission programs and the trans-
fer of their economic development functions to the
Economic Development Administration. This, it was
suggested, could be made more palatable to the partici-
pating states if certain additional economic development
funds were earmarked for their use or, alternatively, if a
special block grant could be appropriated in an amount
equivalent to current program benefits. Provision for a
strong gubernatorial role, one of the recognized benefits
of the commission program, was to be made through a



strengthening of the states’ role in the A-95 review
process. A system of ‘Executive Management Grants”
was also proposed.®* These grants were to enhance the
planning and management capabilities of chief execu-
tives at the state and local levels. They would be
administered by the Office of Management and Budget,
and funded with moneys obtained, in part, by a
consolidation of other planning grant programs.”®

President Nixon’s. 1971 proposal for rural community
development “special revenue sharing” contemplated the
abolition of the ARC as well as many other economic
development programs. These were to be consolidated
into a single block grant. The proposal brought sharp
opposition from the Appalachian governors and Con-
gressional leaders. Governor Arch Moore, J1., of West
Virginia, then the states’ co-chairman, issued a statement
on behalf of the governors urging retention of the
commission. “We believe,” he said,

...that the Appalachian mechanism which
provides a local-state partnership structure
allows a ‘“‘decision-sharing” mechanism
which provides benefits in the shared man-
agement of many programs in a way not
provided by revenue sharing alone.?®

A number of governors were quoted as particularly
valuing the gubernatorial control over Appalachian
funds, noting that the revenue sharing approach would
require securing state legislative approval for the ex-
penditure of funds.®” In 1975, the administration’s
stance had altered. President Ford endorsed a four-year
extension of the ARDA.

Conclusion

The Appalachian Regional Commission was created
to direct a series of programs of special assistance for “a
region apart” — an area which has been marked by
comparative economic and social disadvantage®® Its
authorizing legislation and subsequent amendments and
commission policies have produced two especially note-
worthy innovations: a system of joint Federal-state
decision making regarding assistance to the region, and a
requirement that investments be concentrated in areas
with growth potential.

Over its history, the program has evolved in ways that

have led to greater degrees of flexibility and discretion

for the commission and its participating states, while
providing some protection for Federal interests. Changes
made in legislative authorizations and appropriations,
and in the administrative authority and budgetary
procedures of the commission, have altered what was

initially a system of distinct categorical programs into
what is, for many purposes, a broad, multifunctional
grant.

The commission has proven to be a political success.
It has enjoyed considerable bipartisan support, especially
in the Senate, and is popular with, and has been
defended by, the governors of the participating states.

Despite this, the ARC is assessed very differently by
different observers. Some have hailed it as a new model
of federalism, suitable for widespread duplication and
for receipt of yet more authority and responsibility.
Others believe that it is simply an unnecessary complica-
tion, a useless additional level of government. These
varying conceptions — each of which has some factual
basis — in part reflect the conflicting values and differing
expectations of the observers themselves,

It is clear that the commission has not functioned as
an overall coordinator and planner of Federal assistance
to the region it serves. It lacks authority over the
programs of other departments, and it has had little
success in influencing their efforts. It has been somewhat
more effective in coordinating and targeting activities
funded through its own programs of special aid, though
differences exist from state to state and program to
program. The ARC has aided in developing the state and
local planning processes of its members and, despite
weaknesses, continued progress in this regard may be
noted over the period of the commission’s operation.
The ARC has created “partnership” approach to Federal
grant admipistration and has fostered a “spirit of
regionalism” among its members.

COMMUNITY ACTION AND THE
OFFICE OF ECONOMIC OPPORTUNITY

The Economic Opportunity Act of 1964 (EOA)
launched a national “war” on poverty. It attempted to
mobilize and coordinate the full range of Federal
resources with those of the states, localities, and the
private sector in an attack on economic deprivation. The
EOA thus marked the first comprehensive effort to alter
and focus the delivery of categorical assistance through-
out the nation. This purpose required the development
of new mechanisms and procedures for assistance man-
agement and coordination at both the national level and
in local communities, and was enhanced by the creation
of a flexible program of special aid, as well as several
other new assistance programs.

“Coordination” of this kind clearly was not the only
mission of the EOA and its major instruments, the
Office of Economic Opportunity and the community
action program. Various interests sought to stamp it



with their own priorities, some of which were in
conflict — the provision of special services, social agita-
tion, and the building or rebuilding of political coali-
tions.?® But an attempt to realize greater efficiency in
governmental services through the coordination of the
large number of Federal assistance programs figured
importantly among these objectives, especially among
supporters in the Bureau of the Budget. As James L.
Sundquist has stated, “at the beginning, the war on
poverty was not a battery of governmental programs but
a coordinating concept.”*°° It is from this perspective
that its complex initiatives are considered here.

Three elements of the EQA experience provide an
instructive record concerning the management of the
Federal aid system. First, the Office of Economic
Opportunity was itself an attempt to develop an
institutional mechanism for the coordination of assist-
ance at the highest level of the national government,
within the Executive Office of the President. Second,
the community action program was administered by new
local organizations, community action agencies (CAAs),
which were charged with planning for, and coordinating
all poverty-related activities in the localities they served.
Finally, community action itself was an experiment with
a broad, discretionary, financial assistance program. It
was aimed at developing flexible, locally planned re-
sponses to the problems of poverty as they were revealed
in each community.

This section attempts to describe these innovations,
evaluate their impact, and chronicle major changes in the
operation of the program. It is based chiefly upon the
large number of published studies concerned with
various aspects of OEQ’s activities, including the
Advisory Commission’s own earlier review.! ®!

Developmental Stages. The Office of Economic Op-
portunity (OEQ) and many of the EOA programs were
subjects of political debate throughout their history.
Community action was especially controversial. Though
it always had strong supporters, there was continuing
opposition voiced against it in the Congress as well as
from some outside groups; in the early years, those state
and local officials who felt bypassed or even threatened
by local CAAs were particularly vocal. Drama centering
on the administration of the program miade regular
headlines for several years. Thus, because of the com-
plex, emotional, and critical issues which were provoked,
the original 1964 legislation was re-examined frequently.
New authorizations often contained important amend-
ments of procedure or funding. Similarly, there were
frequent changes in administrative practice as both the
CAAs and the OEO itself developed. The election in
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1968 of a new President, adhering to altered program
priorities and strategies, also left a major mark.

This complex history may be divided into four general
periods.!®? The first, 1964 through 1966, was the
period of early implementation. Hopes started high —
but the first operating and political problems also
emerged. Participation by the poor became a major
issue, as did problems of coordination. By the end of the
period, it was already clear that the poverty program
would not fulfill every aspect of its mandate, and other
efforts gained the spotlight. The best witness was the
passage of the “model cities” legislation in 1966 —a
competitive program with a somewhat similar purpose.

Opposition to the poverty program in the Congress
was so strong in 1967 that it seemed likely that it would
be killed. However, major amendments intended to
strengthen and redirect the program eliminated some of
the ‘most controversial features and helped secure its
renewal. Still, the period was a difficult one, partly
because of the nation’s preoccupation with international
problems. It ended with the election of a President with
a different domestic strategy and with the publication of
several important reports and books (some by former
OEO staff) offering criticisms and suggesting alterna-
tives. Directions for the future seemed unclear.

To the surprise of many, the newly elected President
Nixon did not seek the immediate abolition of the OEO
and its programs. Instead, in 1969, he propos