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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 
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Managing the 
Assistance System: 

Categorical Aids and 
Strategies for Reform 

"MIDDLE RANGE" GRANT REFORMS 

An exlosion in the number (and dollar amounts) of 
--" I.- a - 7  LX _ " - 

Federal rgtcnora grggtkm the m t ~ ~ - ~ s  mowed 
closqly- by a comparable explosion of poIiiicd 'miairas -' 

for improvements &-the management of ttnscinter- 
&overnmental p r o m s ? I h e  pgration of anextensive 
g6xi1 of 'cikgoikal aids created administrative diffi- 
dties for- the national government and especiaIIy the 
recipient L e s s _  and localities. 'The&. :@uked remedy, - 

and kd10 a b ~ s t - c f ~ d ~ $ $ & ~ ~ ~ ~ o r t s  aimed;- -- - 

Wits have termed this the "circular explosion," a 
reference to the outpouring of Bureau of the Budget 
grant management procedures (called b%irculars") 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 mterlevel communica- 
tion and grant standardization, simplification, and 
coordination. 

fit into what may be termed the --. --- 
~ ~ & T v b j e c t  

of this vo-. Thw are m r e s  o%oprizational - . --- - .  
or procedural *ttp--w&e intended 
some of the detects m the operation of 

structure. They attempt to improve the mrrrmgement 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 assistance, 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 seem a "first step" toward the more 
far-reaching block grant and revenue sharing approaches. 
There is merit in this interpretation, especiany 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 fust was placed before 
the Congress by then Representative Melvin Laird as 
early as 1958.~ 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 p r e  
posed as an alternative to grant simplification legislation, 
while revenue shanng 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 in the Bcal instruments of inter- 
governmenta_L_~elations. The call fras Wen 'nearly 
c ~ u o u s  since 1949, the year iR wkich the first 
Hoover Commission issued its report, Ghich 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 assockted wi-th 
iategoricd aid-;& from the luge number of nanoyL 
distinct programs of assistance - what critics often can 
tpe "freentation" of Faded aid. Aid programs, of 
whale~yu worth singly, become objectlanable as they 
-2- 

proliferate. There are a variety of complaints: "red 
tzpe," "inflexibility ," md others. 'Toor coordination" 
b q 5 3 6 b l y  the most common charge- Tbir term, 

-however, embraces a. rpultiplicity of meanings. Specific 
criticisms include: .- - 

widespread i n c o ~ c i e s  among grant 
program pswhues arul requirements 
wasteful duplication of effort, w i t h a  

.n-umber of Federal agencies providing 
assistance Jkr similar or id-a 

-nw==s; 
e &4ictins or inconsistent program o t y -  -- Mi e-Kcw,. -. -- ---- -- --- 



concerning grant programs and require- 
--. - --  - -  -- - - -  

A 
the bypassing of general purpos. local 
governments and/or elected state +.and _-_ _-- -- 
local officials: > ..- - - 

the tendency to-distort the priolities o$ 
and w&~a.ouerall long-range plamiug in -- 
recipient -~~XIS; 

the c o p o n  failure of Federal age&@ 
to cooperate in support of aAn&project 
or objective; and 
conflicts between Federal iegukla(?n~a~c~ 
state and local laws, % .  pcw,edura,aRd 
capabilities. 

piecemeal, with little consideration for the o v e g ~ d s  --- - --___ -.-- . 
of, or the ovq,&--ft;rte - i t & & d w .  
?k% --- v&- ...- least,- -- - recipients are .forced+ t o  dezote 

inordinate energies to "grantsman&p"_ - securing and - - 
t k 6  a- & $ e r ~ l  funds,. The complexity also 
discourages full participation in Federal program ,or 
makes it impossible for some communities, especially 
t h e - d e r  ones which lack t.he necessary experienced 

-sWX Everywhere, grant programs tend to operate in 
isolation, often failing to receive close scrutiny from 
elected officials, the citizenry, or even any single 
-ROIiOR25 agency. The Federal interest also @~ !xgqed, 
since&efecien_c~ and ineffectiveness ---. result. . - .-....- 

case 
for the defense has remained as constant as that for 
reform. Categmd.- t h e m e ,  
wisely. &fined, seem to .provide the-ae&.c&& 
-Ahat Fedad*- 

. . e 
tn n£fet the 

e f f ~ w a e c t  
. . f a r . . s e c w  any 

. . -MEterences in procedure among 
programs, it is argued, reflect variations in the admin- 
istrative necessities in each program area. W b L k r  
-4e-lW-f +he ComD 

. . hints about fragm~nta- - 
tion and poor'cci~nfination was widely r e c e e d ,  many 
stin found some d& pmposd.refnrmeuppaaantable, - 
_LI. -I Y1-r P 

urQ@cJive, _or unworkable. In a recent article, R ~ P  
resentative John Conyers, Jr., of Michigan, acknowledges 
the red tape and confusion which characterized inter- 
governmental fiscal relations in the l96Os. 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 

their allocation and administration. Al- 
though the red tape surrounding the grants 
was indeed thick and sometimes tangled, it 
did s e ~ e  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 
." ___-A 

Official interest in the subject of grant reform dates 
at least from-1949, tLe yea7ie- . . on 
the Drgaa&&cm**--f.b_e-fir$ 
Haover Tomrriissibii -2' issue'd ?--_ report - 
on ~ ~ ~ & t j P P n A ~ o u @ , t h e  section of its 

~ b e n x & l a t e r .  
The work of the commission in intergovernmental 

relations was not entirely without precedeat. & ea&er 
study was completed in 1 9 2 8 , - a @ p ~ ~ e y  + --- of state 
Offmi&. conducted by a coffunittee of" €he' National 
M ~ ~ a l  & q g ~ e . ~  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 reporL6 

The major issues which would be raised in later 
analyses were suggested in a 1937 report by V. 0. Key, 
Jr., for the Public Administration Ser~ice .~  K- 
t k e p  amaa@d objec- 

nd 
adequate performance against the need of the states for 
some . f l e x i b i l i t y y - ~  
concern, wlrile i t t k e r e f f t ~ d e w q d u d  . 6 6  not 

9, 8 

Of far greater sidcance, Key believed, were the 
- - -. 

. . *e 
practicer - d - F  tes. On the 
whole, the conditions and rg-& 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 di~puted.~ 

The Hoover Commission. 
' .-Wfoud much to c n E i  

-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- 
ernmental departments and agencies by major pur- 
pose.' I U k r k d  the wste £ram "overlap" and 

organiza- 

extended into the gants manaement fa - 
--I__ 

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. 
w t s  were credited with having increased the quality 
&many- gmi&s, 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 m ~ .  
u n m d h k d ;  and tbey have developed in a 
m a q d  manner without any one agency 
- Federal or sta&=s- 
overall ' ax~d the overall effects of 
g r a n t i i o n  thqcncrslopnfioruo( 
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 
dasurable 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.' 

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. . . ."' 'Ihe commission 
also urged that grant funds be budgeted and adrninis- 
tend 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 $he-&uwz Cornm@sion was to 

aations met Wtth 

major evaluation of. 
Commission on 
(Kestnkwn -- 

The Kestnbaum Commission was fully aware ofLhe 
*--A- 

administrative ---- - criticisms- of  categorical assistance, ~ n d  
esiered the case for broader grants in various 
functional fields as well as general Federal subsid& - 

- w r n C w w  would be c a l l p . a m t  and q n u e  
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 muld determine 
what emphasis to give within each broad 
fxld. The tasks of supervising, recordkeep 
ing, and reporting would be greatly 
simplified.' ' 

The Kestnbaum C m  specifically rejected this 
a-@rO8&~t viewed the adminMmtJwm- ----. 

___--- - d 
by categorical prdgriins as usually minor. 



The commission is cognizant of the incon- suaded by these arguments. It eschewed recommenda- 
venjgnces CUWI bjy- e Q _ ~  tions for major change, but did propose a number of 
 grant^ But to get rid of s p e m b d  +ts "middle range" reform measures. 7- 
-they f n ~ ~ f o e  administrative c u l t i i  by FGr-%&ic h ~ c i e n t - 3 l i e f i i ,  
inconveqieng m y  not he the best d u t i o n  a&-m@!e@jff c B ~ U r , ~  & ' " ' tion 

2-7 
cdAe-% m$ty %-*=ttled and pro~gsed,ImFmvP.mAnk - 
fKsJyd :-- - -- -. of tion p o s e & a ~ s ~ ~ ~ b & m ,  : 
specificatib, .-.A-e is'--- 

Me! related grant programs are adminis- 
tered.by d i f k a t  National agencies, there is --- 

In most instances, the report concluded, there are 
---^_-I - . ̂  

a danger that the interrelationships of the 

"strong reasons" 'fbr c o n f m Y j i i @ i i i  programs will be overlooked. Unless there is 
~ r . 6 i i r a c t h t i e s .  careful admbktrative c o o r d i n a t i w ~ . & e  

A grant, in the commission's view, was "fust of all an National level, the programs may.- 
instrument use its confusion at the senrice level. They may fail 

ow,itest Jg_provids mutual support, or, in extreme 

&surance that funds wopld be used to promote these cases, ntay work at cross puqmrn-seahat 

-Primarv interests. Svch grPats repre-septe~-3~ o m . p r t d y  nullifies the effectof thea&a. 

s0-w. despite their piecemeal deyebpment There is  some evidence that t h c ~ & t s  

W h n A P e p O d g e  appearance . "' haveaccused in tbe past because of inade- 

This official commission position must be juxtaposed q u a t e  coordination among g r m t -  
againd---. adi;iinistering agencies of the Natioaa 

i-d that ca- government.' 
seriously weak-d--_or at lg@t failed to s t r e a h ?  - ----"d-Mion..ier . . v s .  The necessary coordination the commission suggested, ---- 2 ------ --- 
TWO volumes of case studies prepared for the commis- T5i organizational change. It recom- 
don were concerned specifically with the impact of -n > - ; - P i e s i d a ~ i ~ ~ i l l  agency on 
grants on state administrative ~ract ice.~ ' Some of these intergovernmental relations and the development of 
profiles, especially those included in the first, shorter other machinery as needed in particular fields. An 
volume, indicated that considerable harm has been Advisory Board on Intergovernmental Relations would 
worked on overall state administration. Fpr example, in provide for improved interlevel communication, while 
South Carolina, aid programs were reported to have the Bureau of the Budget was urged to intensify its 
"actually fractured whatever semblance of adrninistra- concern with the intergovernmental field. The commis- 
tive unityn had previously existed in the state,'' In sion also proposed that the Congress maintain active 
Michigan, aid had emphasized "divisive" functional subcommittees on intergovernmental relations in its 
relationships, and failed to build stronger overall politi- Committees on Government  operation^.'^ 
cal leadership.23 In the State of Washington, control Many of these actions in fact were taken. By 1965, 
over aided functions had shifted from the governor to responsl%le observers could suggest that "adequate 
program professionals and national political and profes- machinery" for the conduct of intergovernmental rela- 
sional groups.? tions was then available.30 Yet, this verdict proved 

A-ew of the case studies included in the premature. The demand for further reform was already 
second v k - t o o k  exception to ?lie=-criticisms and rising. 
the recommendations flowing from mem. m e  summary 
o m  , wntten by Roger HTWelts, argued that, in The M 
most cases, aid requirements "do not impose any 
Particular difficulties on a state which desires to unify its 
administrative organization under the g~vernor."~ " 
Overall, Wells argued, Federal grants had had "lit 
adverse impact" in the majority of states studied; ' 
other words, he concluded, "the political complaints 
this score have been e~aggerated."'~ 
The commission membership was apparently per- par tie^.^ ' 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 p r e  
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.' 

"tar** 9 ,  su- 
tive &keq&hg consultation with state and local 

of 

fgr of 1966 and l t s  consideration for 
other areas; e x p e f i ~ n @ l _ u w f  'fpi~atfl&Leral Re- 
al Cowcil.$; and t h e m ~ _ ~ . ~ ~ o ~ r e f o ~ m s i a i t i & g d  
under -- Intergovemrnen.@~.~~ Cp~emtion ... Act of 
1968.' -. 

-. An even more sharply critical 
assessment of intergovernmental fiscal relations was 
made by the next national Administration. I~n_e69 ,  
President Nixon stressed the administrative com~lexitv 
of%e c a f ~ ~ n d ~ a i a p g ; c o ~ ~ m b j & E t  wXli& w k  to  be 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 

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  government^.'^ 

~~f iden t  e the ------- rnl l l t innf  most 
governmental problems lay in improved administration 
and refined technique3$ ManagmEiues - ~pesWi'i3 
$'-mevlr - secekd.prinrity--, 
the ~~nttlP1.wiHrith the ICemd-. . . 
-cet of the "New F p n d _ r .  17 " reat 
Society? had besn toward the-,-ssumption of new "." 
Fed91 al r oles-resDonsbilities.ekt,_t&ygh= 
greater concern after 1966,- 

---A Usecnnaarv. 

a&~Lin,.E?!~t+ 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 "senrice 

w q u e n t l y ,  considerable attention was 
evo&d- to identifying functions- which m@t be -? -_C--. . 

"devolved" &uib~tiond';ai&&tain 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 Intergovernmental 
Relations under the Vice President, established common 
regional boundaries for Federal administration, and 
reorganized the Manpower Administration and O a a  of 
Economic Opportunity, In his fust months 4 office, the 
President-- @i?ated the three-year Federal - - A  ..- Assistance 
Review (FAR) program, a v t e g y  in- 
tended to decentralize and simplify grant admi@tration. _- -- 

&?*&onsolidate catego,? 
ego@-r,ejcp,. 7his 

-try ihc ACIR &?967. 
other, later Administration proposals included general - 



revenue s h a r a r  grant consolidations termed "seal 
re>nue s h r l r i a o , ~ ' ~ ~ r n a ~ t ~ ~ c . o ~ ? s o l i ~ a t i p r !  _g!. 

.--*LL- 

--tal 
from 12 toe#. 

u u L C s P V d  

Ihe Political Dimension. The rising concern over 
categorical grants had an important political dimension. 
More than principles of good management were in- 
volved. Tge criticism of categorical aids reflected emerg- --- 
h. ..muq* 
SOXm ' e The term "competitive" has been 
used =p t e r , s c s P ~ i ~ ~ ~ ' ~ . r g a i : i ~ ~  the 
period from 1965 to the present. Quoting Senator 

'- e I 

Edmund Muskie, one wri-e 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. . . vhe] unwarranted 
degree of disagreement, tension, and rivalry 
among and between officials prompt the use 
of "competitive" for this phase of [inter- 
governmental relations] .j " 

Utical cleavage _putsan. The 
-L 

Re= Con$Eessi?Ml* S m q - r n e h b d u t  
the nGber  a=- -.."-- L,, *,a -.- - dgrpgtunr, ~ewd in 
1966-68 for the use of formula block grants to the 
states rather than direct national4ocal progr- 

*&&-and a suspicion of ....- 
"rural-oriented" state legislatures, often de%n%rG@ 
h k s  to cities ' tf;rodgh the c a t e g @ & ,  g ~ ~ ~ ~ - g r a n t  
? g p r $ & r  Fhc Administration which 
came to power in 1%9 had, of course, the normal 
partisan motivation to criticize t k  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 p o w e ~ ~ ~ p f  
categorical grant programs were ultimately attacked as 
"ineffecti~e."'~ Some major initiatives of the Great 
Society were altered or dismantled. The d c t  of 
~~litiCal_-$dospghies -appeared strong, and the rhetoric 
of -the period strengthened rather than diminished the 

- Yet party lines were not in fact f d y  &awn. No 
single mtepvemmmfd creed bound the loyalties of 
Democrats or Republicans in all branches, levels and 
sectors of the Federal system First, there ble 
elements of continuity between *&-the 
I . .  _.̂  -- . _  * . " *  - > 

Johnson and Nixon Administratims..Man)LOfth_ee&ant 
management initiatives which PresidenteNixon stressed 
had been developed under the previous Admidstration, 
or even before.40 The Democratic Vice Presidential 
candidate in 1968, Senator Edmund Muskie, had been 
among the first members of Congress to catalog the ills 
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 q e w  Federalis m d o r s e d  " in vrincigkhy 
both - - . + . - Presidential .-- candidates ,m J968,g~d its leading . , ".* 

advoc_aExi . 4 1  

en&-$ was aparent that many 
D e r n o ~ ~ ~ a _ s _ d J  a ~ x R ~ ~ E n s  recognized the we&- 
nesses .- of existing arrangements for , i n W o t n i Z t "  

-* \... , 11 - * - 
aid. 

Certainly as important as the partisan division was a 
policy cleavage between program "specialists" and the 
"generalists," especially elected chief executives with 
broad policy-malung 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. 3chns,new 

5 Senate study, reflezed 

grant -omIism, including 

w u 2 -  This new approach to aid issues both 
identified andocreated tension ppints in interg~ve~h- - 
mental relations. The re-di~&&&&,-pC@flc areas 

'. "-- . 
ofcon= 

*cprofessional pgqpam admiRiStrgJs 
v ~ %  Gee- at all lev$& 

rr - administrators of individual aida~o- 
- w ~ j n & ~ ~ v e m ~ ~ e n r ; l l  ~eformers; 3 spe_ci-- m~~s* ipmt  , v m  
g ~ e r a e d  -==at; y : cmsee_a_tiye- .bureau huds versus innov- 
ators seelung to strengthen other compo- 
nents of the federal system - the states, 

- our metropolitan communities, and the 
decision-makfhg process at all levels; 

i profesSisnaL,ldmiPistraa.o~s of one aid. 
program versus the professional adminis- - i-- - - 
trators of others; and 
profcuiolvliun at the higher l e v e ~ q r s _ ~  
a l e p r  _4,%-ee of professionalism . - at the I. - - 4 ., 
other  level^.^ 



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 aIlies 
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, mm- 
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 rhief 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 a its intended beneficiaries?' For 
a period in the early 19709, the Republican President did 
win substantial support among even Democratic 
m a y o r s ? w e r  issues divided the two parties inta- 
nally. For example, the Community Action Program 
initiated by President Johnson largely bypassed both the 
state and municipal gwernrnents, and had in some cities 
spurred political opposition to incumbent officials. Since 
most large city mayors - and, in 1965, two-thirds of the 
governors - were Democrats, some degree of contro- 
versy within that party resulted. S i l a r ly ,  Democratic 
state executives - led by then Governor Harold Hughes 
of Iowa - brought their grievances conarning domestic 

program operations to the White HOW in late 1%6 in a 
highly publicized "governors' rev~lt.'"~ 

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 Cgeneral revenue sharing), in his 
view, was the culmination of this emerging political 
alignment.JO It was also revealed in the development of 
many of the "middle range" reforms. 

Opponents, the "specialists," were those whose p re  
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 mon in common with 
their counterparts at another level of gwenunent 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 dientele, and found support in the Congression- 
al subcommittees which authorized, appropriated for, 
and had oversight responsibilitits 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 Amad Rcport, issued in 1969, noted the 
continuing "hmdening of the categories." Progress to- 
ward the reform of pant programs aeemd "painfully 
slow:" 

The complex of interests - middle manage- 
ment program administrators at all levels, 
Congressional subcommittees, and prerun 
groups - that coalesce around the individual 
grants carrlcd the day far more times than 
the top policymak~rs. Thy 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 affsin. The relations of the various 
governmntal levels had once ban compared to a layer 
cake, with the public functions of each level separated 
and clearly defined. The growth of sasistance in the '608 
and the sharing of responsibility ma& a different analog, 
the marble cake, seem far more appropdate, and it war 
forcefully argued that such shariug 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 nm 
straight down like a number of pickets stuck 
in the ground.' 

This vision, illustrated in Figure I, dramatized the 
fragmentation of programs and political relationships 
some earlier observers had noted. In 1937, V. 0. Key, 
Jr., had warned of the danger that the professional 
associations which had arisen in connection with nearly 
every aided activity - "gulds," 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  level^.^ ' The 1965 Senate survey study 
had suggested a similar analogy.' 

This new conception of intergovernmental politics 
corresponded closely to an i m p  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 serni- 
autonomous "subsystems" which set policy m most 
filds. Participants included the leaders of Congressional 
committees, interest groups, and Executive bureaus." In 
1964, reporter Douglass Cater offered a W a r ,  but 
more popular, treatment of the same subject.58 Power, 
he suggested, is held by three-sided "subgovernments," 
of which the "military-industrial complex" is simply the 
larest 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- 
Brams and also generated new ones.'' The grants 
provided a direct means of &curing their specific 
objectives, many of unquestioned worth. Yet, in their 

serniautonomous 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  dam^ ~q~spp#€s .90;J@~* of 
intergouerrt~mtt&Trefations have been c o r n < " %  
years since 1965. Many of these were prepared under the - ---- 
auspice-1 Federal body. Others *re the 
products of the public interest groups, private research 
organizations, and individual dolars.  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 m 1966. Two case studies which highlight 
difficulties in the rapidly growing direct FederalJocal 
project grant sector are also induded. Both examine the 
overall impact of Federal assistance in a single com- 
munity. The final report summatized was prepared by 
the General Accounting Office in 1975; it offers a 
current perspective on grants management problems. 

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, 
Fedeml Gm-in-Aid Requirements Impeding State 
Administration, was based upon a survey of state budget 
 officer^.^' Some Federal BOB officials provided assist- 
ance to the project. 

Thirteen p j o r  classes of "impedirnanto" wgegei&;lc,. 
f ~ d  by the r+pOiii&m,ts.--h -rm~~crw.s- were corn- 
paints under the heading "inflexibility in rules, kgula- 

- tioap. and administration!' Tfie report provide& .YnsmJI '. - 
examples of the spet%?%rdblems same states had 
encountered. 

Vermont. The population criteria for com- 
munity mental health centers effectively 
prevent a rural population over a widely 



Figure I 

PICKET FENCE FEDERALISM: A SCHEMATIC REPRESENTATION 

NATIONAL 
GOVERNMENT 

President 
Congress 

( 1  ) STATE 
GOVERNMENTS 

(2 )  Governors 
(3) Leg~slators 

LOCAL 
GOVERNMENTS 

(4) Counties 
(5) C~t~es 

(6) M a v m  
(7) Managers 

The Big Seven 
(1) Council of State Governments 
(2) National Governors' Conference 
(3) National Legislative Conference 
(4) National Association of County Officials 
( 5 )  National League of Cities 
(6) U.S. Conference of Mayors 
( 7 )  International City Management Arrociation 

SOURCE Deil S. Wright. "Intergovernmental Relat~ons: An Analyt~cal Overv~ew," The Annals of the American Academy d 
Political and Social Science, November 1974. p. 15. 



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 respon&il- 
ity for specific functions without regard to 
the state agency's program needs. 

The difficulties 20- . . .  
more 

severe w h i 6  happened fr%ently& Fased_eer$repla- 
tio-&-to fiGvision of state constitutional - - - -  . . -  I- -I-- 

or statutory law. - 
New Yorlr. 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 xights 
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 an 
property taken for any purpose. 

Respondents also charged that the excessive categoriza- --- - 
tim of programs had hindered overall pbttcp-Beuelo _ _ _I----- 

P 
rnent. 

'-l%rida. 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 
sWc categories do not d o w  the flex- 
ibility to spend funds in the areas of greatest 
need. 

Too often, the programs were found to ~ J Y  - 

North Dakota. 'Ihe state Department of 
Public Construction must deal with too 
many agencies of the Federal government. 
This makes coordination difficult. 

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. 

TJg.xepxLa&ded by noting&& 'd-ite these 
d h t t ' i s ,  rhm--a 
tion with aid prggr-. 
p r o b b i  could become evm moreacuh ia tBe f$tii~e. 
The report d e d  for closer liaison b t w e p  state bidget 
offices and the Federal Bureau of the Budget. 

BOB Fiekl Suweys 

In fact, the BOB was already alerted to many of the 
ad-.- 
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 fieM 
studies.' ' The new robs 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 Seidrnan, then BOB assistant 
director for management and organization. The survey 
teams were dispatched to determine the sources of 
di~satisfaction.~ ' These investigations are credited with 
convincing the bureau that it had to play a more 
vigorous role in the intergovernmental fsld than it had 
to that time.6 

Five states - Washington, Tennessee, South Carolina, 
Pennsylvania, and Colorado - were visited by the teams, 
each for about a week. I n t e ~ e w s  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. 

I'-& C 

and administration -- of -- as&tane by Xeh&%al rwzm _.. .-U e4- 

arid the respoyes l i ; E & g ~ ~ e ~ + t s ~ ~  . . .  
cent;& d@j&ty. was simply of 

--.-------..) 
ps== - 

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 inhiiits the development 
of a unsed approach to the solution of 
community problems? 

The grant system lacked balance, moreover. Too 
f --- 

&&xmrwaau* fox some purposes aitl'not 
e n w T h e r e  was no rational pattern 
underlying differences m the required level of matching 
contniutions. Consequently, recipients often pursued 
the "easy money," regardless of their real needs? 

T e w  *-&&fie Federal level were 
W t e d .  ?~h; i&&d&e somplcritra incon- -- rqutements and the difficulty of 
ob- up-to-date info.rma$bn regoFdiag the programs 
-Such problems were mpeidy-wvere in . . ---Qb_s-tac_1e-caot.rlination- in tbe 

J e d e d h M  &metwe W I M ~ -  Citbd. Late appmpriations 
and delays in project applovolr mzde recpient planniug 
and bud@@& more difficult. The a@i+tive impli- 
cgtiona of praposed FeGiJ programs for grantees were 
not alway~ rampized, and Fedanl actions wfe often 
taken without rogard for date and loud lam, govep 
mient struc$ye, cqabilities, and program& The report 
also noted the serious obstacles to interprogram coordi- 
nation produced by the jurisdictional fra~pmntation and 
administrative weakness of chief executives at the state 
and local level. 

Oakland Study 

the San Francisco Fodoral 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 mncldon. 

~ , P e & x a l , ~ p c n d i t u r e s  in reant years 
totding many millio& 2 dollars, h e  visible 

results of Federal involvement jl? -Oakland 
are few, and local enthusiasm for the way in 
which Federal aid is &en to the city is often 
muted. Public officials and residents (partic- 
ularly those in the ghetto) tend .so fkgj that 
Federal programs often fail to meat their 
needs. City offiaals 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 corn 
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 mere 
revealed. Programs administered through the states often 
lacked detailed information on expenditures below the 
state level. Programs m which fmal approvals were ma& 
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 regiond 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- I& g ~ ~ . p ; c P b l ; e m  statement presented a 
Iypical profile of urban ~ b l t - a .  Even thoyibi"'ttim 
were common perce&& of problems, there was little 
agreement on specific priorities, . It. .was the , ~ l y  
unanimous dj$d~ri &-&idpants that the city 
lacked a mechanism for setting priorities and ob&tl~&s 
and relating these to fund allocations. Many expressed 
the opinion that it would be impossible to develg suc71 
a system, for the foIlo.wing reasons: 

inadequate funds were available for 
~~. new, pr ucpanded = t i . i i  

% eacA.degaQaent and cammission of t& 
city and county had its own priorities; 
d ."' 

@..serious needs in such areas as housing and 



employment could not be nreighsd 
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.7 ' 

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 
coo rd ina t i~n .~~  

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 lseked the wWfy to 
"s ip -ojf ' o r  mmmit tbel- aga&s -ta ,a aami of 
act*. 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. 

R ichrnond Study 

The Oakland study was later rephcated 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 111 Federal Regional Council (Phila- 
delphia) and the Ofice of Management and Budget."' 
The study attempted to  trace, on a cash flow basis, all 
Federal intergovernmental funds received and expended 
in Richmond, Virginia, duxing f ~ c d  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 

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.76 

The problem was not that such information was unob- 
tainable, however; it simply had not been compiled in a 
suitable form.77 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 nongovernmental 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 ~ n i v e r s i t y . ~ ~  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 Federalqocal 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? 

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 DOL8' 

The study cited the "information gap" pertaining to 
Federal assistance as the greatest problemof 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? 

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 
statesa The report of course recognized the many 
attempts at improving the management of intergovern- 
mental aid. Yet, it indicated that "despite the actions 

Federal d&my-- 
mental -ontinueL'18 

In the opinion of the General Accounting Office, the 
problems observed were "directly attributable to  the _____--- - - - - 
poliferation of Federal assistance p r o g e s  a 
fragmentation ----- ____ of _ responsibility _ ____ - among different Federal 

. departments and agenc&.- Four specific problems 
-4: .--. Lit.. 

the lack of an .adequate means for -- disseminatina m - i n - a i d  informatian 
G d  by $ate -ts; 

Federal Agency 

Department of Health, 
Education and Welfare 

Department of Trans- 
portation 

Cfepartment of Housing 
and Urban Development 

Department of Labor 

Office of Economic 
Opportunity 

Department of Agriculture 

Office of Emergency 
Preparedness 

Department of Justice 

Totals 

*Less than 0.1 percent. 

Table 1 

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

City Agencies 

Amount 

$1 6,922,590 

108,056 

42 1,339 

18,995 

- 

748,823 

170,033 

2,576 

$1 8,392,412 

Percent 

92.0 

0.6 

2.3 

0.1 

4.1 

0.9 

* 

100.0 

Non-Government 
Organizations 

Amwnt 

$ 1,633,027 

- 

8,502,301 

292,410 

1,837,918 

16,992 

- 
- 

$1 2,282,648 

Percent 

13.3 

69.2 

2.4 

15.0 

0.1 

100.0 

Total City and Non- 
Gwemment Agencies 

Amount 

$1 8,555,617 

1 08,056 

8,923,640 

31 1,405 

1,837,918 

765,815 

170,033 

2,576 

$30,675,060 

Percent 

60.5 

0.4 

29.1 

1 .o 

5.9 

2.5 

0.6 

0 

100.0 

S w m :  Richmond Study Task Force, rhe Impact of Federal Grants-in-Aid in Richmond, Virginia md a Prqporsd Community 
Swaagy Proceg (Philedelphie: Federal Regional Council; and Washington, D.C.: Office of Menegernent end Budget, 1971). p.19. 



0- uncertainty 
due - -- to late Congressional autharizatio~s . . and and executive im- 
p p w a t e  funds; 7 

. . e n  and 
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. . -e and local 
needs? ti 

d 
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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 

j-." / 

ams can be traced for 
over two and one-h 
mhion throw-&-idzable 
continuity in the complaints about the 
apparent. The same t e - m - m g @ f i ~ r i ; "  is used in 
m i i a n  i6ii2&ts to describe the u n d e r & $ n g " ~ b s s  

c i j e w -  .- S m,- - - .  'to 'the point where 
* -Aumk chuxteristic~ .nflthe aid 

system8 
" - T R ~ ~ ~ G z  gig have been~r-ta ~ n t s  of change. 
As was ~reviouslv noted. criticism b e c a m m r e  

mid 1 9 9  . . 
- .  - OOnafllS 

explosion of new legislative initiatives in the years 
196466 was especially crucial. The 89th Congress alone 
(1965-66) is credited with passing some 136 major 
domestic bills89 The number of grant programs grew 

The growth in programs, of course, multiplied the 
L Q ? ? _ e  - I*, 

=over CO-th concern that 
there were ten separate grants for public health and 
three for education. By 1966, HEWS Public Health 
Service and Office of Education offered a far more 
extensive array of grants-in-aid, with over 75 and 85 
authorizations respe~tively.~ -$?tion" had 
taken a quantum leap in the intervening decaie~: " "  ' - 
2hJjjggu number of programs was chiefly re- 
sponsible f a  the g r o w  "M-m': t,l&ne&~. 
ity -,A- to ---. keep track of the Fedcra l .aPnintnnrr . ,~ .  
ThqmUemarrre largely naw. It was stressed in ACIR's 
1967 study, which termed it the ''number one cora- 
plaint" of state and local goyernments; ?',.the Oakland 
Task Fdl.ce's 1868 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.- , . 

r@ - sh-i-s 
tbm a d  type,of gra~k-~~-Mo$ 

pgi,mh&b 
'6 majat'l ~ ~ a ~ t s ~ b e y m e  far more ,wide 

s p p d  than previously. Of the 198 new grant programs 
authorizeif from 1 !M*to ?!I&, I60 were of the project 
typeg ' Simultaneously, the el ig i i -  oE w t s  
were diversified. More fnndf ' w e r e s " - a n d  
metropolitan areas. Pro . 9, . Q T " E " ~ ~ P '  "direct 
fe,-%s played l i t G n o i o b ,  
became incmsbqly common, as did programs of 'bn-.6 ,. 
vate federalism," which offered a&dance to non-profit 
groups, s p c ~ * ~ d - ?  

rnad&k-mf '6. 4. 9, ri us. Project 
grants, which lacked-r rela- 
tionships of formula grants, were far more difficult f a  
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 new project 
grant programs. But the expanded effort sometimes 
brought resentment - e s p e d y  when it was fruitless - 
and the resulting grant distribution processes often 
appeared inequitable. The competitively awarded ptrject 
grant programs also created far more uncertainty about 
the prospective availability of funds, frustrating recipient 
planning and budgeting. 

w. Most of the traditional 



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 governments to assume 
new functions and responsibilities, in support of a 
nationany determined policy objective. Recipients were 
supervised far more closely to protect the Federal 
in t e re~ t?~  This higher level "intrusiveness" became a 
source of considerable complaint. 

i"" s l id  1960s grant programs also ~ r e - c ~ -  
ronted by a "revdutibn of ~ ~ p n s ; " - t h i e -  

'-&IS .- equally or even more i m p & &  than the other 
c -. Far more was expected in governmental 

performance. Matiy 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, resuZts were demanded. "Effectiveness" be- 
came as important an administrative standard as the 
older twins, "efficiency and ec~nomy."~' 

In t '  - the of "coordination" . . . T o 5 g e n e r a n o n  OF 

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 
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 ~ W Q  

mcF6iris W2Piieoueljr. These differed from, though 
they did not f U y  replace, the earlier orientation. There 

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 s t a f f .  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 aU 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 aplroach and new pro- 
grams were f a  mOE&deLZliLPdiOPIMost 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 semces. 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 adminh--demands 
an.Federal dep@ments Y - m e s  also in were 
expected to work toget er more closely as well as to 
cajole local units (ove; 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.' 

Summary 
F 

&a t b  mid 1960s, a variety of forces combined to 

, 3 1-*- .. 
social o b j e _ c l s e m  contrast to  

past, the focus of concern was the relatively new 
but burgeoning Federal-local 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 
proposed.1° 

The eusuPPgprahlem-af --coo_rd-irtion of F e d d  
assistance to 
f- vears. In 1861, the Advisory Commission on 
intergovernmental Relations had stressed the need for 
better coordination of Federal programs impacting upon 
wil areas, and concurred with the of 
t>e F e d d  Ad Hoc Interagency Committee oaMetro- 
politan -that 

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

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.'04 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. 'Ihe quest was for techniques 
which, in the phrase of one writer, would bring advances 
in "making federalism work: "' ' 

The transformation of the Federal system 
see= 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 sirnpli- 
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 '.'coordinationw 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-y ear 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 rnanage- 
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 mapr 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 fundmg concept 
has since been embodied in the Joint Funding Sirnplifi- 
cation Act of  1974. The grant consolidation prop~sal 
was supported by President Nixon and, along with other 
ICA amendments, was reconsidered several times by the 
Congress. 'Ihus 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: 

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

0 the standardization and simplification of 
administrative procedures; 

0 the improvement of communications and 

the flow of information between the 
governmental levels; 

0 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 
unlfying and strengthening the processes of Federal 
policy development and administrative implementation. 
Some efforts have been Washmgton-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 Resident, 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 turn, was replaced in 1970 by the Domestic Council, 
which includes the Resident 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 
A45 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 
coordinativZ procedures has been developed for more 
limited purposes. The "lead agency" and "convener" 
designations provide an alternative to standing comrnit- 
tees in some domestic policy fields. 

Standardization and 
Simplification 

Three Federal Management Circulars (FMC) pro- 
vide greater uniformity in or otherwise simpllfy 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 t o  this circular. FMC 7 4 4  (pre- 
viously A-87) established procedures for fixing the r* 
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 

improved audit practices and encourages acceptance by 
Federal agencies of non-Federal audits of grantees. 

Proposed legislation based upon the 1972 recom 
mendations df 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 Cotalog 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 Circulm 
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 %eak executive" system 
is rooted in. provisions of state constitutional and 
statutory law as wen 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, executivecentered local planning and 
management process. Other approaches to compre- 
hensive program development and planning -re com- 
ponents of the community action and Appalachian 
progr-. 

OMB @dm 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 a n  
required where two or more planning agencies serve the 
same region. The circular also requires that Federal 
agencies give preference to general purpw governments 
(as opposed to special districts) as grant recipients. 

A related process for Chief Executive Review and 
Comment (CERC) was induded in the experimental 
Model Cities' "planned variations" program. CERC was 
specifically intended to permit the d h f  executive of a 
general purpose local government to comment on all 

applications for Federal assistance affecting his com- 
munity. 

Ihe Joint Fundirg Smplifwation 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 
simplifes the assistance process by authorizing Federal 
apncies to use a single application and audit, and a 
single Federal contact, for programs administered by 
several different agencies. The act provides a fm 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. Procedurany, 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 examintd in more detail 
in the following chapters. Three target grant programs - 
model cities, community action, and Appalxhhn re- 
gional development - are considered in QMgter ll. 
These early efforts at grant reform and "taqpting" - rll 
initiated between 1964 and 1966 - are exunined first 
because of their historical priority. Each utilfiad a wide 
variety of approaches to improved grant coordination 
and management; in a number of instances, they wen 
the seeds from which later reforms grew. -61 Il l  
focuses on efforts to standardize and simplify the grant 
system and inprove interlevel communications. m t a  
ZV considers the organization of the Federal gavcrnmnt 
for grants managemnt and intergovernmental relations. , 

Qurptkr V examines aeverrl Federdy initiated attempts 
to improve comprehensive plarmiag and strengthen 
executive management at the recipient level. I ~ ~ l e r  and 
the Commission's recommendations are discussed in th 
f m l  chapter. 
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The 
"Target G rant" Experience: 

Appalachia, Community 
Action, and Model Cities 

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  elfa are.^ Characteristically, the 
instrument of aid employed was the direct Federal-local 
categorical grant, with minimal state involvement.' 



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 &hnce in the American 
Federal System, the ACIR noted the development of 
what were described as "multifunctional grant 

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 
p r ~ g r a m . ~  

Selma Mushkin and Joseph Cotton later applied the 
term "target grant" to such aid programs. Given the 

"mu1tifunctionality" 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 OEO's community action 
grants as "target area" grants, aimed at designated 
geographic or political areas.9 

"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 
costeffectiveness 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 concerned 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 A p  
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. AU 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 program 
attempted to  foster planning processes. Comprehensive 
plans offered one technique for drawing together the 
LL 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 cmrdinative 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 program simultaneously followed a 
"bottom up" and a "top down" coordinative strategy. 
'Ihe former element was dominant, with the stress on 

planning, program discretion, and coordination at the 
recipient level. However, all three programs also at- 
tempted to ihstitute 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 OEO. 

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 
con-cept . 

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 claim 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 

'Ihe 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; 

e the authority to fund certain state and local 
activities directly, as well as to supplement 
other Federal grants; 
a flexible administrative arrangement which 

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.12 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 organizati~n.'~ Its recom- 
mendations, though somewhat modified, provided the 
basis for the creation of the Appalachian Regional 
Commission under the Appalachian Regional Develop 
ment Act o f  1965, signed into law on March 7, 1965.' 
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.' ' 

The Appahchian 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; A p  
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 owrall 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 anotherZ0 

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

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 
cochairman 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 al l  levels of government. This makes 

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.22 

Organization 

The Appalachian region sewed by the commission 
currently embraces 402 counties in 13  state^.^ This 
area has increased over the years; the original PARC 
recommendations called for a planning and development 
effort concentrated in 340 counties in enly 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 coequal participation by the 
states and Federal government. The 13 states are 
represented by their governors or their designeesT4 Addi- 
tionally, the states elect from among their membership a 
states' cochairman; 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 cochairman. 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 
nonvoting 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 





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 Appalachan 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 
merit 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.26 

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 

and strengthen their own planning efforts. The commis- 
sion has provided some policy direction for this state 
planning as well as technical staff as~istance.~ ' 

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."29 
The growth area concept has received somewhat less 
emphasis in recent years.30 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 agen~ies."~' 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.32 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."34 
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.j5 

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 11 I86 
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 an ti-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 cochairman 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 

other state or Federal functions. Eleven of the 13 
Appalachian states have established a statewide system 
of regional planning  organization^.^^ The LDD designa- 
tion has been placed on these units in almost every 
instance.39 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 
~dministration? O 

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 
rnent 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 commi&oners 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 
fm. Mother 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 govem- 
ments. It, also,regularly aids local institutions in securing 
Federal assistance funds from the ARC and other 
agencies? 

The Economic Development 
Assistance Program 

The ARDA authorized three distinct kinds of expend- 



APPALACHIAN DEVELOPMENT 
HIGHWAYS: 

Construction Completed 
Under Construction 
Engineering and Right-of-way 

in Progress 

DEMONSTRATION HEALTH 
PROGRAM Number 

Planning Grants 13 
Operating Health Projects 47 1 
Health Construction Projects 113 
Child Development 276 

Table 1 

A Summary of Appalachian 
Projects Approved 

(as of 1-1-75) 

Miles 

1,038.2 
306.8 
729.1 

Amount 
(in millions) 

$ 11.4 
112.1 
62.9 
72.8 

PUBLIC FACILITIES 
ASSISTED: 

Health Facilities 
Higher Education Facilities 
Vocational Education Facilities 
Libraries 
Water Pollution Control 
Airports 
NDEA Grants to School System 
Other 

HOUSING LOAN ASSISTANCE 
Housing Units Planned 
Technical Assistance to 

State Agencies 

LAND TREATMENT AND 
EROSION CONTROL 
CONTRACTS 16,637 

SOURCE: Appskhk,  Dumnbw 1974lJanwry 1976, p. 38. 

MINE AREA RECLAMATION 
PROJECTS 

Number 

343 
178 
743 
114 
376 
137 
65 

20 1 

99 
1 1,430 

18 

Amount 
fin millionsl 

$ 79.5 
48.5 

247.3 
10.8 
78.4 
17.8 
6.9 

30.7 

4.0 

1.5 



Tabk 2 

202 Health 
203 land Stabil. 
204 Timber Dwel.' 
205 Mine Area6 

B u m  of M i m  
Fish & Wildlife 

208 Water Res. Survey 
207 Housing Fund 
21 1 voc. Ed. 
21 2 Trmtrnent 
214 Suppl. Grants 
302 R-ch & LDD 

Larr Limitation 
Total Non-highway 

201 Highway 
208 Airport Safety 

Total Program 
105 Admin. Expenses 

G m d  Tobl 

Appalachian Regimal Commission 
Authorizations and Appropriations through 1974 

(in thousands of dollan) 

'h968-69, 197671, and 1972-73 authorizations are new authorizations. Authorizations not appropriated lapsed 
in 1967,1969, and 1971. 
' Includes S8.5'million supplemental appropriation for airport projects under Section 214. 
a 1972-73 authorizations f w  0 t h  than Section 201 h m y s  and Section 208 airport safety were made w lump 
u m  in P.L. 9266. Committee repom indicated the foilowiw general distribution: health and education, 
$1 55,000; ~ o n n m n t ,  $16,000; housing, $4,000; suppkmncrl grams, $90,000; research and d6monstrotions. 
$1 8,000. 

'1nclud.r $16million supplemental for tropical storm "Agnes," w follow: Ssc. 205411.000; h. 
207-$1,500; S.C. 302J3,MO. 

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 

area restoration, 1-t housing, and research, demon- 
strations, and local development district support.44 
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 I and TaMe 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 spec& purpose. However, funds could be 
obligated only for projects approved by the commission. 
Many of these programs were essentially modifications 



1970-71 1972-73 1974-76 Appro- 
Authori- Appropriations Authwt- Appropriations Authori- priations 
zatiatrl 1970 1971' T& d o m 3  1972 1 9 7 9  Total utionr5 1974 

'197475 non-high~y authorizations made in l u q  rum in P.L. 9266.  Comrnittet? ~efm't!? indicated 
distribution as: health and education, $170,000; environment, $15,000; housing, $6,000; supplemental grants. 
-,~oo; research and demonstrations, $13,000. 

6A~propriations are adjusted to account for reappropriations to other accountr--for 204 and 205 programs of 
$1.2 million. 

'Highway authorization excludes the amount of 9915'million available, 19761978. 
'Contract authority to be available through 1975. 

Included transfer of $42,000 to this account from 204 tirnbar development. 

SOURCE: 1973 Ann& ~ s p o f i  (Washington, D.C.: Appalachian Regional Commission, 19731, 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?' 
StiU,.these Appalachian authorizations are distinct from 
f ~ n d s  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 

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 

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 - fust, 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?6 

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. 
Nocations 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 

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 ~tandpoint.~' 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 
cochairman 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 arnend- 
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 new 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 fkedom 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 AIlocptions. 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 distriiution 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." 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 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 fmal 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." 

Airpons 
Educational Television 
Health Facilities 
Higher Education 
Libraries 
National Defense Education Act 
Vocational Education 
Water, and Water and Sewer Combined 
Sewage Treatment Facilities 
Other 

Table 3 

Supplemental Grant Projects _ 
Net Approvals by Type of Program1 

Cumulative through 1974 
Number of Dollar Amount 

R O H  (in thousands) 

FY 1974 Rogrsm 
Number of Dollar Amount 

Projects (in thousands) 

' h r u n s ,  undanuns, and rwlionr a n  excludsd from project wunt but included in dollar amounts. 

SOURCE: 1974 A n n d  R.port of the App.lr:hh RqionrJ Commission (Washington, D.C.: Appalachian Regional Commission, 

1974). p. 42. 



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." 

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 21 1 vocational education, Section 205 mine area 
restoration, and Section 214 supplemental grants - were 
combined iqto 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 fucal 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 197 1 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 197 1 .' 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.S6 Three 

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.' 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 cochairman 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 
~trategies.~' 

0 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 comrnission 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 comrnis- 
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.6' However, 
the degree of gubernatorial 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- 

pendituresdZ lessens gubernatorial interest. Be- 
cause of state constitutional restrictions on 
gubernatorial succession and other factors, the 
continuity of leadership has been limited.6 

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.64 Executive 
committee actions on specific projects are 
normally final. Still, there is considerable par- 
ticipation by the state representatives in some 
comrnission 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. 

Aue#ments 

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 A p  
palachian Commission - all acting under 
statutes enacted in the same year, 1965, and 
all addressed to many of the same problems 
of poverty and underdevelopmen t.6 

Widner also indicates that the commission's Federal 
cochairman 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  objective^.^^ 

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 ~oord ina t ion .~~  
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 ~trategies.~' 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.69 

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 

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.70 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 
~ ~ ~ a l a c h i a . " ~ '  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 ~esponsibility.~~ 

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."73 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 di~appointed."~' 

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 deve l~pmen t .~~  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 ~ r e v i c e s . ~ ~  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 nonhighway 
 allocation^.^ 

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."78 Defenders also argue that the Federal m- 
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 fornu of 
Federal assistance - categorical grants and revenue shar- 
ing. It offers a "middle ground," in that it is far more 
flexible than the categorid 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.79 Similarly, Rothblatt believes that the joint 
Federalstate 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 

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 "s~atteration."~~ 

Proposals for Expaasion. 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 intenention 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 
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, technical 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 ironclad and mechanical 
veto power over all Federal grants. But 
the regional plans should be submitted to 
the Federal agencies for review and corn 
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 Pnsident to 
resolve. 

5. 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 .* ' 

key The development of a system of multicounty planning 
districts and the earmarking of some funds for program 
evaluation efforts were also proposed. 

ThePublic Works DevelopmentAct of 1972, S. 3381, 
introduced into the 92nd Congress by Senator Montoya 
and cosponsored by Senators Randolph and Cooper, 
embodied some similar ~oncepts . "~  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 cochairman, appointed by the 
President. States would participate through their gov- 
ernors or their designees, and elect a state cochairman. 
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.8s 

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, 
\developed 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 heed 
National Growth and lkvelopment 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.s6 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 
66 permanent fourth level of government."88 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 P 

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 Atblic 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 196667. Two additional commis- 

sions were created in 1972. Altogether, the seven Title V 
commissions now embrace all or parts of 3 1 states.90 

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 re~~onsibi l i ty .~ ' 

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 
respon~ibility.~~ 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? 

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?4 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 obtainecl, in part, by a 
consolidation of other planning grant programs.9S 

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, Jr., of West 
Virginia, then the states' cochairman, issued a statement 
on behalf of the governors urging retention of the 
commission. "We believe," he said, 

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 governmnt. 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. 1t lacks authority over the . . . that the Appalachian mechanism which programs of other departments, and it has had little 

provides a local-state partnership structure success in influencing their efforts. It has been somewhat 
allows a "decision.sharing" mechanism more effective in coordinating and targeting activities 
which provides benefits in the shared man- funded through its own programs of special aid, though 
agement of many programs in a way not differences exist from state to state and program to 
provided by revenue sharing alone? program. The ARC has aided in developing the state and 

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. Resident 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 Federalmate 
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 

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 administration and has fostered a "spirit of 
regionalism" among its members. 

COMMUNIN ACTION AND THE 
OFFICE OF ECONOMIC OPPORTUNIN 

The Economic OppoHmity 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 fmt comprehensive effort to alter 
and focus the delivery of categorical assistance thraugh- 
out the nation. This purpose required the development 
of new mechanisms and procedures for assistance rnan- 
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. 

L'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- 
t i o n ~ . ~ ~  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."'00 It is from this perspective 
that its complex initiatives are considered here. 

Three elements of the EOA experience provide an 
instructive record concerning the management of the 
Federal aid system. First, the Oflice 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 (CAW, 
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 OEO's activities, including the 
Advisory Commission's own earlier review.' ' 

Dennlopmntal stages. The Office of Economic O p  
Portunity (OEO) and many of the EOA programs were 
subjects of political debate throughout their history. 
hnmun i ty  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 nhde regular 
headlines for several years. Thus, because of the corn 
plex, emotional, and critical issues which were provoked, 
the original 1964 legislation was raexarnined 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 

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.'02 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 fulfii every aspect of its mandate, and other 
efforts gained the spotlight. The best witness was the 
passage of the "model cities" legslation in 1966 - a 
competitive program with a somewhat similar purpose. 

Opposition to the poverty grogram 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 proposed the act's 
renewal for two years, without major amendment. 
Important administrative alterations were sought, and 
stress was placed on OEO as an initiator of programs, 
with mature operating programs being "spun off" or 
delegated to the major Federal departments. This policy 
paralleled a position advocated for some years by various 
Congressional critics. Controls over the community 
action program were tightened. These actions created 
intense opposition among some adherents in the Con- 
gress, who disapproved of the changes in the agency's 
role. 

Actual disbandment, marking a fourth stage, was 
proposed in the President's departmental reorganization 
plan announced March 25, 1971. Many of the OEO 
programs, including community action, were to be 
relocated in the proposed Departments of Community 
Development and Human Resources. OEO itself was to 
be continued only as a research, demonstration, and 
evaluation agency. Local CAAs would continue their 
operations and be eligible for special revenue sharing 
funds.' O 

Congressional opposition to, and inaction on, the 
reorganization plan led to the development of a new 
Residential strategy. While the EOA was renewed, as a 



temporary expedient, in 1972 after its veto in 1971, the 
budget for f ~ c a l  1974 requested no funding for the 
OEO, despite Congressional authorizations extending 
through that year. It proposed the shifting of many of 
OEO's programs to other agencies. Community action 
agencies were to be allocated funds remaining from the 
previous year, but would receive no new moneys.' O 4  It 
was suggested that localities which wished to maintain 
the agencies could do so with revenue sharing or private 
funds. A new acting director was appointed with a 
specific mandate to put OEO "out of business" by July 
1, 1973.' O 5  These actions were challenged in court and 
enjoined; meanwhile, Congress again extended the life of 
the agency. 

The tensions which marked Congressional-Presidential 
relations over the future of OEO were finally compro- 
mised with the signing into law of the Headstart, 
Economic Opportunity, and Community Partnership 
Act of I974 on January 4, 1975.'06 The Community 
Services Act abolished the Office of Economic Opportu- 
nity and transferred community action to a new, 
independent Community S e ~ c e s  Administration 
located outside the Executive Office of the President. 
The act also authorized the President to propose to the 
Congress a reorganization plan which would place the 
new agency within the Department of Health, Educa- 
tion and Welfare, subject to a Congressional "veto" by 
joint resolution. While funds were authorized for the 
support of community action over a three-year period, 
the level of support was to be reduced gradually. States 
and local governments were encouraged to provide 
additional fiscal assistance to the CAAs. 

The 1964 Economic 
Opportunity Act 

The operation of the community action program and 
Office of Economic Opportunity during the years 
1964-1969 is of the greatest significance to this report. 
It was in this period that the unique organizational 
arrangements created under the act acquired their 
greatest autonomy and strength. Hence, the focus of 
attention here is on these early years. Events during later 
periods, which served to  alter the War on Poverty from 
its original course, are examined subsequently and more 
briefly. 

Origins 

While the community action philosophy can be traced 
historically to certain early social welfare movements, its 
immediate antecedents were the experimental "gray 

areas" program funded by the Ford Foundation during 
the late 1950s and early 1960s and the work of the 
Resident's Committee on Juvenile Delinquency, created 
in 1961 .' 07.  Both of these programs, which reflected the 
work of some contemporary sociologists, viewed poverty 
and its too-often attendant manifestations in delinquent 
behavior as an intricate, multidimensional problem 
stemming from a host of interrelated, interacting 
"causes." The basic theoretical construct was the idea of 
the "cycle of poverty:" 

Persistent unemployment and underemploy- 
ment contribute to the debilitation of an 
individual both economically and psycholog- 
ically, and when added to the system of 
rewards offered by the welfare system, tend 
to lead to the disintegration of stable family 
life. This in turn contributes to low educa- 
tional achievement in the young that, when 
combined with inadequate community ser- 
vices such as housing and medical care, adds 
to the difficulties of finding a job. Without a 
job and without the ability to train oneself 
for a job, the poor man becomes a drifter at 
best or a delinquent at worst, and the poor 
woman produces more children to grow up in 
an ever-worsening environment.' 

The complex, multifaceted nature of the poverty prob- 
lem suggested the need for a complex, multifaceted, 
carefully coordinated and planned attack upon it. 
Success, it was thought, would be dependent upon 
securing the cooperation of a wide range of community 
organizations, public and private, in a mutual effort. 

Techniques for undertaking such programs were a 
component of both the gray areas and juvenile delin- 
quency programs. The Ford-sponsored experiment 
worked through private organizations which were 
charged with the development of comprehensive pro- 
grams in the light of specific local needs in slum 
neighborhoods. Similarly, the Committee on Juvenile 
Delinquency had aided several communities in develop 
ing plans for a joint effort by social service agencies, 
police, educational institutions, and potential employers 
in an attempt to turn youths away from delinquent 
activities. 

These two experimental programs caught the atten- 
tion of members of a joint Council of Economic 
Advisors-Bureau of the Budgetatask force which had 
been attempting, under the administrations of Residents 
Kennedy and Johnson, to formulate a major attack on 
the problems of the poor. They seemed to offer a 



politically attractive mans of dealing with the poverty 
problem, and held out the possibility of making a real 
impact without exorbitant expenditure, largely by mobi- 
lizing available resources and coordinating existing ef- 
forts. This program, which came to be called 
"community action," became President Johnson's 
central proposal. Other programs suggested by various 
Federal departments were added, partly out of a desire 
to attack poverty on the broadest possible scale, but also 
in order to initiate activities in those fields in which 
more rapid impact could be expected. Community 
action thus became the second title in a much more 
comprehensive piece of legslation.' O 9  It was, however, 
by far the most original and innovative component. The 
bill, the Economic Opportuni@ Act of 1964, was signed 
into law by President Johnson on August 20, 1964.' l o  

Goals: Coordination and 
l nmnration 

In his message to the Congress on poverty, President 
Johnson described community action as a system for 
drawing upon all resources - Federal and state, local and 
private, human and material - to confront the specific 
manifestations of poverty in each American ~~mmuni ty  
according to locally established plans.' ' ' 'Ihe ha~~marks 
of the program were coordination and innovation. 
Coordination was to be achieved by "mobilizing the 
resources" available in all segments of society through 
the new community action agencies. Innovation would 
be permitted by the flexible nature of the community 
action organization and program grants. These goals 
were stated clearly in the Office of Economic Opportu- 
nity's 1965 Congressional presentation: 

What do the CAP programs do after they are 
funded? 

They are designed to coordinate the fight 
against illiteracy, unemployment, poor 
health, and poor housing. They aid the 
migrant farm workers and Indians on reser- 
vations. Those already approved are focusing 
on early childhood development, remedial 
education, literacy courses, job development 
and training, day care, homemakers services, 
community organization, legal aid to the 
poor, and health services. 

The door is always open for new programs 
with new approaches. Since community 
needs and resources vary, considerable lati- 

tude is allowed in the development and 
conduct of a CAP.' ' * 

The more limited, segregated services provided under 
previous approaches were contrasted with those devel- 
oped through community action: 

In the past, uncoordinated programs have left 
gaps in community efforts to fight poverty. 
CAP is designed to find and fill the gaps by 
coordinating all community talent, leader- 
ship, and resources.' ' " 

Similarly, the community action program guide de- 
scribed the need for integrating the efforts of existing 
service systems - those relating to education, employ- 
ment, family welfare, health services, housing, economic 
development, consumer information and credit, and 
legal services - in a common attempt at breaking the 
poverty cycle.' ' It explained: 

Each of these service systems deals with only part 
of the complex and interrelated causes of poverty. 
The separate senrice systems need to be linked in a 
total network in order to mount an effective 
attack on poverty. Each applicant agency must 
demonstrate its ability and intention to mobilize 
community resources against poverty through the 
establishment of linkages among, and within, 
services system and through other means.' ' 

A Restructured Federalism 

The most striking organizational and procedural fea- 
tures of the original anti-poverty legislation were the 
extent to which it sought to bypass, alter, and restruc- 
ture existing governmental arrangements. State and local 
governments, as well as the major Federal departments, 
were given limited responsibilities for the guidance of 
the War on Poverty. This was a reflection of the view, 
held by the planners of the program, that existing efforts 
and institutions had left major gaps in the anti-poverty 
effort. Responsibility was instead to be placed in a new 
Federal agency which would establish direct links with 
other newly created local organizations. These institu- 
tions and procedures were intended to be more compre- 
hensive, more innovative, and more responsive to the 
needs of the poor. 

Local Government Role 

The 1964 EOA did not specify the kinds of organiza- 
tions which could become local community action 



agencies. Instead, either public or private non-profit 
bodies were made eligible.'16 However, the OEO 
encouraged the use of the non-profit organization 
approach, and the great majority of CAAs were non- 
governmental bodies.' " The ACIR's report in 1966 
indicated that about threequarters of the agencies at 
that time were of this character.'18 Data compiled in 
mid-1967 found that about 80 percent of the 1,050 
CAAs were private groups,' ' and, even in 1974, fewer 
than 100 of the 900 CAAs still in operation were public 
agencies. 

Despite their predominantly private character, most 
CAAs were geographically coterminous with a public 
jurisdiction, as was recommended in the CAP Guide. ' 'O 

Urban CAAs tended to follow the boundaries of a city 
or county, while those in rural areas were usually based 
upon a county or group of counties.' ' ' A considerable 
number of metropolitan areas - particularly those 
embracing more than one county - had more than one 
CAA.' 

The use of private bodies as implementing agencies, 
while not wholly unprecedented, was a striking feature 
in a program of such magnitude and national impor- 
tance.la3 The legislative provision and the practice 
which followed it were defended in several ways. A 
private, non-profit corporation permitted greater partici- 
pation, it was argued, not only by the officials of the 
unit of general purpose government, but also by business 
and labor leaders, private social welfare agencies, and 
representatives of the poor. It could embrace a multi- 
plicity of units of local government, including school 
districts, housing authorities, and so forth. It was easier 
to establish without regard to political boundaries and 
could ignore local civil senrice and other regulations. 
Many contended that it also could help prevent the 
program from becoming a tool of the "local establish- 
ment." 

Local governmental responsibility for the community 
action program was limited further by the EOA's 
emphasis on "maximum feasible participation" by the 
poor in program design and operation. At fust, the OEO 
permitted local flexibility in interpretations of this 
requirement, which sometimes resulted in CAA boards 
dominated by mayoral appointees. Soon, however, 
increasingly militant civil rights organizations seized 
upon the participation clause and made the composition 
of the boar& a national issue. Gradually, the OEO 
moved to the position that one-fourth or one-third of 
the membership of the CAA governing bodies must be 
representatives of the poor. This practice was given 
l e w t i v e  recognition in 1966. An amendment required 
that at least one-third of each board's membership be 

representatives of the poor residing in the area they 
represented and selected by the poor themelves.' 2 4  By 
1967, the poor in fact did hold one-third or more of the 
seats in nearly every community, and, in some, con- 
stituted the majority.' ' s 

~oltical' Links. It is necessary, here, to distingutsh 
between formal, legal relationships and those links 
forged by politics. Roger H. Davi&on suggests that most 
CAAs enjoyed at least tacit support from local govern- 
mental officials, and in urban areas were commonly a 
product of the activities of a mayoral task force.' ' 
Community action agencies seemed to have differed 
greatly in the extent to which they wen under the 
informal control of elected political leaders. Greenstone 
and Peterson, in a study of CAAs in five large cities, 
noted and attempted to explain these differences. In 
cities marked by a "machine" style of politics, the CAAs 
tended to have little autonomy. In contrast, the CAAs in 
two "refom" cities were far more independent of the 
elected governmental officials. The authors noted that 
the mayors of such cities had fewer incentives to gain 
control over the program, and, at any rate, lacked the 
patronage and strong political organization which might 
make it possible to obtain dominance.' '' While these 
observations were based on research in only five cities, 
they might be indicative of patterns in other commu- 
nities. 

The State Role 

If local governments played a limited role in the first 
years of the EOA programs, it still was more significant 
than that offered by the states. These were minimally 
involved in community action and most other anti- 
poverty programs during the EOA's early years. This, 
too, was fully in accord with the intentions of the 
program's designers. While the President's message trans- 
mitting the act indicated that the execution of commu- 
nity action plans would require the full participation of 
the states as well as the Federal government and private 
groups, the Administration's draft legislation, in fact, 
offered little involvement.' 2 8  Instead, a direct Federal- 
local relationship was contemplated. This was an impor- 
tant innovation as, since the New Deal, most of the 
Federal government's social welfare fuads had been 
channeled through state goverrtmenta 

This approach reflected the political and intellectual 
dissatisfaction with state performance - in particular, 
their poor response to the needs of urban areas. Then 
also was a belief that some Southern governors might 
not permit full participation of blacks in the benefits of 



the program if they were given authority over it. 
Continuous opposition by big-city mayors to a substan- 
tial state role was another important consideration. 
The draft bill did authorize the states to provide 

technical assistance to localities in the development of 
community action programs; this activity was to be 
supported by OEO grants. This provision was ultimately 
incorporated into the 1964 act.la9 Under this author- 
ity, all of the states did create or designate organization- 
al units charged with this function.'" Most of these 
were placed in the office of the governor, and were 
headed by a gubernatorial appointee.' ' 

More important than the technical assistance role was 
another state function specifted by the Congress during 
its consideration of the legislation. Section 209(c) of the 
final act provided governors with a veto over community 
action projects; the draft legislation had proposed only 
the right to comment. However, even this instrument for 
state involvement was subsequently circudbed.  The 
veto by Alabama Governor George Wallace of the C M  
application of a biracial organization in Birmingham 
aroused intense controversy, and helped generate a 1965 
amendment which gave the OEO &tor the authority 
to reverse such gubernatorial action, for cause, within 30 
day8.l 

Anti-Poverty Administration 

The special administrative problems posed by the 
anti-poverty war were to be solved by a number of 
organizational and procedural innovati011s. At the local 
level, the broadly based composition of the CAAs was 
the basic coordinative device. These were to make 
PoQsible the "mobilization" of resources p d  by 
relevant agencies. At the national level, s h i h l ~ ,  the 
proposed mlution was the basic structure of the OEO 
itself. The fragmentation of poverty-related services 
among many departments and agencies was to be 
overcome by a new, supervisory organization. . In 
addition, a number of procedural adaptations were 
developed, including systems of preference procedures, 
administrative delegation, interagency agnements, and 
deckpoint procedures. 
The EOA established an Office of Economic Opportu- 

nity in the Executive Office of the President, rather than 
in any of the existing departments. This lofty position 
was intended to give special status and powr to the 
o m t i o n  and its director,and, for that reason,had 
been opposed by the departments The 
OEO's director was @em administrative responsibility 
for several EOA programs, but was also granted a broad 

coordinative mandate. Section 611 authorized the 
director to assist the President in coordinating the 
anti-poverty efforts of all  Federal agencies. To further 
this activity, there was created the Economic Oppor- 
tunity Council, chaired by the director, and composed 
of the secretaries and administrators of relevant Federal 
departments and agencies, This body was charged with 
aiding the director in the execution of his coordinative 
and other functions.134 At its first meeting, the 
President indicated a hope that the body would become 
a "domestic national security council" for anti-poverty 
activities. 

Refaeme F'mdwes. It was expected that the OEO 
director would use his personal influence and position to 
gain the cooperation of other Federal executives, aided 
by the Economic Opportunity Council. The 1964 act 
also provided additional legal tools in the form of 
preference requirements contained in Sections 21 1 and 
612. The f o m r  stated that 

In determining whether to extend assistance 
under this act, the director shall, to the 
extent feasible, give preference to programs 
and projects which are components of a 
community action program approved pwsu- 
ant to this part. 

Section 612 was intended to have a far wider impact, 
since it embraced non-OEO programs. 

To the extent feasible and consistent with 
the provisions of law governing any Federal 
program and with the purposes of this act, 
the head of each Federal agency administer- 
ing any Federal program is directed to give 
preference to any application for assistance 
or benefits which is made pursuant to, or in 
connection with, a community action pro- 
gram approved pursuant to Title I1 of this 
act. 

The process was to be implemented by asking the local 
CAAs to indicate those projects for which preference 
was sought; a special form was provided in the CAP 
Guide for this purpose.' " It was not required that the 
C M  be directly involved in the administration or 
funding of such projects. Inclusion in an approved action 
program was all  that was necessary. Upon receipt of an 
application, the OEO was to issue a statement urging 
that preference be granted by whatever Federal depart- 
ment was actually disbursing funds. 



Rogram Delegations. Coordination also was the aim 
of a widely applied system of shared administrative 
responsibility. Of the ten major programs created under 
the 1964 EOA, only four - community action, Job 
Corps, VISTA, and migrant workers (the latter managed 
as a CAP component) - were actually administered by 
the OEO. Responsibility for six others was shared with 
other departments under delegation agreements 
approved in October 1964. Thus, administration to the 
College Work-Study Program,' Adult Basic Educa- 
tion, and the Work Experience Program was delegated to 
HEW. The Rural Loan Program was assigned to the 
Department of Agriculture, Small Business Incentive 
Loans to the Small Business Administration, and the 
Work Training Program (Neighborhood Youth Corps) to 
the Department of Labor. 

These delegations were not required by the EOA, but 
had been anticipated. They were made by the director 
with the concurrence of the President under the author- 
ity provided in Section 602(d). Appropriations for such 
programs were to the OEO, but the funds were then 
"delegated" to the agency actually operating the pro- 
gram.' 37 Regulations, rules, and guidelines for program 
operation were promulgated on a joint basis, with the 
OEO retaining responsibility for the general conduct of 
the program.'38 In its 1966 Congressional presentation, 
the OEO described these arrangements as presenting 
"one of the best and most comprehensive examples of 
anti-poverty coordination."' 

Interagency Agreements. The OEO also entered into a 
very large number of interagency agreements - about 
150 - with other agencies providing similar or comple- 
mentary An Office of Interagency Rela- 
tions, located in the Office of the Director, was 
responsible for initiating such bilateral agreements, 
formal and informal. These were intended as a major 
coordination effort. Examples included an "umbrella" 
agreement with HEW, which among other things, placed 
poverty coordinators paid for by the OEO in HEW'S 
regional offices. It also led to the provision of services 
for women with dependent children wishing to enroll in 
the Job Corps and prompted a training program for the 
Bureau of Federal Credit Unions. Agreements with the 
Department of Labor provided for such cooperative 
ventures as the screening of Job Corps applicants by 
state employment service agencies. Other bilateral ar- 
rangements were contracted with the Department of 
Justice, Department of Housing and Urban Develop 
ment, the Bureau of Indian Affairs, and other agencies. 

Checkpoint Procedures. At the local level, another 
specific tool developed was the "checkpoint procedure," 

a system of review and comment. Applicants for 
community action project grants were required to notify 
the chief executive official of their local jurisdiction of 
the nature of the project contemplated and to obtain his 
assessment and reactions.14 ' In some instances, notifica- 
tion of such other officials as the superintendent of 
schools, urban renewal director, and local director of the 
state employment service was required, depending upon 
the kind of project involved. The procedure was 
intended to determine the relation of the proposed 
project to other programs, whether funded under provi- 
sions of the EOA or from any other source. Negative 
comments by any reviewer did not constitute a veto; 
rather, the process assumed that coordination was a 
mutually desired goal, and was intended to simply 
provide a convenient vehicle for communication.' 

OEO also negotiated what were called "reverse check- 
point procedures," designed to permit CAAs to corn- 
ment upon the applications for assistance of other local 
agencies.'43 By provision of law, applications to HUD 
for neighborhood facilities grants required the inclusion 
of a statement showing the relationship of the planned 
project to the community action program. Similarly, 
applications for assistance under Title I of the Elemen- 
tary and Secondmy Education Act of 196.5 had to 
indicate the position of the local CAA on the contem- 
plated project. 

The Community Action 
Grant Program 

Community action offered a second approach to the 
problems of interprogram coordination. Like the "block 
grants" which have followed it, community action 
sought to promote flexibility. It permitted communities 
to identify, for themselves, the nature of activities and 
projects to be undertaken to alleviate the problem of 
poverty in each community, in the light of local needs, 
priorities, and demands. A wide variety of activities 
could be funded with community action funds, but 
individual CAP component projects were subject to OEO 
review and approval. 
This flexibility was apparent in the broad-gauge 

legislative descriptions of the community action con- 
cept. Under the terms of Section 202 of the 1964 act, a 
community action program was defined as a program 
which "mobilizes and utilizes resources, public and 
private" to attack poverty. The nature of the services to 
be provided was not specified, except that these were to 
be 

. . . of sufficient scope and size to give 
promise of progress toward elimination of 



poverty or a cause or causes of poverty 
through developing employment oppor- 
tunities, improving human performance, 
motivation, and productivity, or bettering 
the conditions under which people live, 
learn, and work. 

Section 205(a) authorized the director to make grants 
for carrying out these community action programs, 
indicating that such programs might include 

. . . employment, job training and counsel- 
ing, health, vocational rehabilitation, 
housing, home management, welfare, and 
special remedial and other non-vocational 
educational assistance for the benefit of 
low-income individuals and families. 

The most important restriction prohibited the use of 
funds for general aid to elementary and secondary 
schools.' 44 

The first Community Action h g n r m  Guide retained 
this flexibility. It included an extensive listing of 
examples of the kinds of activities that might be 
undertaken at local initiative. These were noted under 
12 general headings.' 

Given the breadth of this definition, community 
action was what one writer has called a "catch-all of 
projects to aid the poor": 

Practically any effort aimed at reducing 
poverty may be funded through it, provided 
the poor or their spokesmen participate in 
planning and execution, and provided racial 
discrimination is barred. Approved projects 
have included preschool and remedial educa- 
tion, employment and job training, birth 
control, consumer education, legal aid to 
challenge existing welfare institutions, new 
systems of delivering health services to the 
poor, recreation, and ne@borhood centers 
aimed at providing "one stop" services. The 
list is not exhaustive but indicates the broad 
scope of CAP activities.' 

Local CAAs could provide services themselves or con- 
tract for their provision with other agencies. In practice, 
the system of delegated services was heavily utilized.' 4 7  

The administration of such a flexible program ~eemed 
to require some innovative procedures and practices. 
John Wofford, a forrner deputy director of commuoity 
action in OEO, indicated that stress was placed upon the 

principle of simplicity of Federal  procedure^.'^' This 
objective was approached through two related initia- 
tives: generalist (rather than speciahst) evaluation of 
applications for assistance, and program decentraliza- 
tion. An effort was made to lodge the application review 
and "sign off' responsibility with field representatives, 
rather than with a Washington-based panel of experts or 
in-house, full-time staff. A generalist staff with a wide 
variety of experiences, inside and outside the govern- 
ment, was recruited for these field positions. Program 
decentralization was to be further supported by the 
creation of a system of regional OEO offices throughout 
the nation .' 

Evaluations 

Reviews of the coordination efforts undertaken by 
the OEO and community action agencies highlighted 
many weaknesses. Whatever the successes of these 
organhations and their programs in other respects, they 
failed to achieve the goal of integrating the broad range 
of Federal assistance programs and other public and 
private efforts. Indeed, over the course of the program, 
the goal of "coordination7' was itself gradually displaced. 
Other objectives expressed in the act gained priority. 
The OEO increasingly saw itself as an anti-poverty 
advocate and program operator. Most CAAs adopted a 
similar view. Yet these roles generated continuing 
tension with other operating agencies, Federal and local. 
As Harold Seidman has described it, 

The Bureau of the Budget's vehicle for 
"institutional cooperation" was transformed 
by the Office of Economic Opportunity into 
an instrument to promote "institutional 
change." Some went so far as to interpret 
community action "as a mandate for Federal 
assistance in the effort to create political 
organizations for the poor." Emphasis was 
shifted from coordination and collaboration 
with established Federal, state, and local 
agencies to competition.' O 

The performance of the Office of Economic Opportu- 
nity and CAAs as coordinators prior to 1969 has been 
examined by a number of individuals and research 
groups. The ACIR completed its own study in 1966, 
during the first years of the anti-poverty effort, and 
made recommendations for improvement. The General 
Accounting Office published a comprehensive assess- 
ment in 1969. Two reports have been prepared by the 
Brookings Institution, one of which was specifically 



concerned with the coordination issue. Other evaluations 
have been made by individuals, some of whom were 
closely associated with OEO operations. AU of these 
tend to reach similar judgments on the coordinative 
issue. 

National Level Coordination 

Despite its location at the pinnacle of the Federal 
Executive Branch, the Economic Opportunity Office was 
not able to sway the activities of other departments and 
agencies into a common, coordinated anti-poverty 
strategy. This weakness was noted in commentaries on 
the OEO and its five major grant coordination instru- 
ments - the Economic Opportunity Council, anti- 
poverty plans, preference procedures, program delega- 
tion arrangements, and interagency agreements. 

I h e  OEO md EOC. The OEO never became the 
anti-poverty coordinator which had been envisioned in 
1964. While it did produce a &talog of Federal 
Programs for Individual and C o r n n i t ) ,  Development 
listing more than 250 poverty-related aid program 
administered by some 17 departments and agencies, its 
influence over the operation of these programs was 
minimal.'" Levine writes that "one task that the OEO 
has not carried out well - practically not carried out at 
al l  - is coordination of anti-poverty 
Levitan said, "If OEO is viewed as a coordinating 
agency, a 'command post for the war on poverty,' its 
record must be viewed with scepticism."' w e  GAO 
noted the "general agreement" that the EOA's coordina- 
tion, evaluation, and planning provisions had not been 
adequately executed.' ' 

The weaknesses of coordination efforts were partly a 
consequence of the OE0s increasing preoccupation with 
the operation of programs for which it was directly 
accountable. Coordination and program operations 
proved to be conflicting mandates.' ' Levine wrote that 
"one lesson that has been learned by all concerned is 
that a single agency cannot be both a coordinator above 
the battle and an operator within the thick of it."'s6 
This consideration led the General Accounting Office to 
recommend the separation of the two functions. Its 
1969 report suggested the transfer of coordination, 
planning, and evaluation activities to a new "Office of 
Community Resources" - one posslile title - located 
within the Executive Office of the P~esident.'~' It was 
argued that the President needed such a central staff 
agency to assist him in the performance of these 
functions; an interdepartmental council like the E m  
nomic Opportunity Council and the later Urban Affairs 

Council were not viewed as proper substitutes. Under 
the GAO's plan, the OEO was to be continued as an 
independent agency, but outside the Executive Office. It 
would retain operating responsibilities for community 
action and research and development, but most ongoing 
programs were recommended for transfer. 

The Economic Opportunity Council was also judged 
to be "ineffective," "of very limited usefuiness."'58 
The GAO report indicated that "as an instrument of 
coordination, the Economic Opportunity Council has 
not fulfilled the need."lS9 Council meeting were 
infrequent - it met only four times in the first year of 
operation -and did little more than provide for an 
exchange of informat i~n. '~~ Top officials, seeing it as 
unimportant, and as a creature of the OEO, attended 
rarely, sending lower ranking substitutes. 

The EOC's weaknesses were attributed chiefly to its 
composition. Its chairman, the OEO director, was 
outranked by most of the members, who were cabinet 
officials. Moreover, the director lacked the ability to 
make and enforce governmentwide policy decisions. 
The National Security Council analogy was inappropri- 
ately applied, since that body was chaired by an 
authoritative figure, the President himself.' ' Moreover, 
as the GAO noted, the act "placed responsibility in a 
body of peers who could not be expected to voluntarily 
relinquish decision-making control over planning for, or 
operation of, programs."' 6a  

A n t i - P o w  Planning. The OEO prepared five-year 
national anti-poverty plans beginning as early as 1965; 
these were updated annually. The plans suggested that 
poverty could be eliminated by 1976 and adopted that 
specifk goal.'63 However, evaluators agree that this 
planning effort, in fact, had little or no impact on actual 
policy making, and hence was wholly ineffective as an 
instrument of coordination. The GAO's study reported 
that the plans had had "little discernible influence:" 

Representatives of the several executive 
departments and agencies paid little heed to 
the preparation of this plan and accepted no 
obligation to be bound by the provisions of 
the plan. BOB was guided in its actions by 
the plan only in occasional instances. There is 
no available evidence that the President 
implemented the plan in decisions relating to 
legislation or appropriations recammended 
for education, health, manpower training, 
social security, housing, urban development, 
or veterans' benefits.' 



Other evaluators shared the GAO's assessments. Joseph 
Kershaw, who held the position of director of research, 
plans, programs and evaluation within the OEO, offered 
a critical evaluation in his Brooking Institution study. 
The five-year, anti-poverty plans had "little or no 
impact," in his judgment.' 6 5  He notes that the plans 
included levels of recommended expenditure ranging 
from "adequate" to "minimal." In fact, the actual 
budgets approved by the President and Congress pro- 
vided funds at a level that was but a small fraction of 
even the minimal plan level. The growth of Vietnam 
commitments undoubtedly was a contributing factor in 
this.' 

Referellce -. The ACIR's 1966 examination 
found that implementation of the preference procedures 
contained in the 1964 EOA had been inadequate.' It 
also recognized the difficulties inherent in obtaining 
more than limited preference under the Section 612 
Provisions. However, in the light of the importance of 
the Economic Opportunity program, the Commission 
urged that the director of the OEO make additional 
efforts to secure more effective cooperation. 

In fact, the procedures were not strengthened, and 
were actually dropped during the 1967 amendment 
Process, at OEO's request. In explaining its action, OEO 
noted that the procedure had never been much utilized. 
Itxnoted, first, that the CAAs were not preparing overall 
community action programs which could include such 
activities to be given preference, as was suggested in the 
Community Action Rogmm Guide. Still more trouble- 
some, it felt, was the interpretation of the term 
"preference:" 

The statutory method of providing encour- 
agement leading to the combining of Fed- 
erally assisted programs - a preference in the 
handling of applications - is much too uncer- 
tain and narrow to provide any very practical 
inducement to the combinations it is 
designed to further. This is true, at least, if 
"preference" is given any of the normal 
meaning which the term suggests. 9 9 1  6 8  

For example, the OEO reasoned that could 
not mean the speedier handling of applications, for d 
grant applications were always handled as rapidb as 
possile. Allocating fmds to community action-related 
Projects before making grants of other kinds would 
ignore relative community needs wbich would often 
c0nfict with the substantive provisions and policies of 
the other programs. 

Interagency Agreements. The GAO report also found 
that the OEO had been unable to utilize its many 
interagency agreements to promote coordination, chiefly 
because of the voluntary nature of each party's cornmit- 
ment to their success.'69 Neither the OEO nor other 
agencies adhered consistently to the terms of these 
agreements. For example, despite a memorandum of 
understanding with the Department of Agriculture con- 
cerning the coordination of efforts to combat rural 
poverty, the OEO unilaterally funded research and 
development projects without appropriate consultation. 
The participating agencies other than the OEO gave but 
token support to the pilot Neighborhood Centers Pro- 
gram, which was intended to integrate the services OEO, 
HEW, HUD, and DOL offered to residents of poor 
neighborhoods.' 7 0  

Delegated Programs. Neither did the program delega- 
tion arrangements fully prove themselves as a coordina- 
tion device. However, the OEO's own assessment of 
performance in this regard was more positive than that 
of some other observers. The OEO claimed itself to be 
"the first agency at the Federal level to develop, set up, 
and live by a system of interagency delegation agree- 
ments."'71 This was in response to GAO criticism: 
'The OEO, as constituted, has not been in an 
effective position to exercise oversight and direction for 
programs which have been delegated to other 
agencies."172 The GAO recommended the transfer of 
such programs. 

Other evaluators also note that the delegated pro- 
grams provided a point of difficulty and conflict. 
Kershaw indicates that each delegate agency had its own 
constituency to remember and protect, while the OEO 
was concerned with assuring that the programs fit into 
its overall anti-poverty effort. Thus, the Office of 
Education hesitated to require even minimal reports 
from the states concerning the operation of Adult Basic 
Education, fearing that to do so would alienate the 
states and damage their continuing relations. The depart- 
ment of Labor sought to maximize enrollment in the 
Neighborhood Youth Corps, since the program was 
popular in Congress, and wanted to devote little money 
to the conflicting OEO concern for "enrichment" - 
education and counseling.' 73 Such differences were not 
easily resolved. Moreover, during the course of the 
program, the departments charged with delegated pro- 
grams also sought greater and greater autonomy. Levine 
has cornmen ted : 

The difficulties of CAP and, for that matter, 
of OEO coordination, were brought out by 



the increased assertion of independence by 
the Department of Labor and other managers 
of delegated programs. The Department of 
Labor continued to refuse to let OEO inter- 
fere with "its" business. And over a period of 
a year, Labor fought within the bureaucracy 
to be given complete control over all man- 
power programs both at the national and 
local levels. It took direct pressure from the 
Budget Bureau for Labor to agree to give 
OEO (and for that matter HEW) some re- 
sponsibilities for the manpower coordinating 
teams which were beginning to  be set up in 
major cities. These teams were tripartite, but 
Labor was clearly more equal than the others. 

Indeed, as the OEO bill ran into trouble on 
the Hill, the Labor Department lobbyists 
made no bones about lobbying for their 
portion of the bill only (NYC and other 
manpower programs) at the expense of OEO- 
managed programs and OEO coordina- 
tion.' " 

Despite such continuing difficulties, however, the 
delegation procedure may have had some counterbalanc- 
ing merits. Responsibility for operating the delegated 
programs sometimes did impact upon the agency 
invoved in a manner which made it more aware of, 
and responsive to, the needs of the poor. Changes in 
organization and procedure could result. Levine indi- 
cates that the delegation system had "shaken up the old 
way of doing things" in several departments, and 
permitted the OEO to be a "watchdog with some teeth" 
while limiting the scale of its direct operations.' 7 s  Thus, 
he believed delegation had proven itself to be a powerful 
and flexible management tool. Kershaw seem to share 
this assessment.' 

Coordination by the CAAs 

The assawmots of the coordinative activities of the 
community action agencies, operating at the local level, 
were equally critical. Like theu counterpart in Washing- 
ton, most of the CAAs found that the problem was more 
than they could deal with successfully, and turned their 
efforts into other directions. The focus of community 
action in most places was the provision of services to 
individuals. In a much smaller number of communities, 
the goal of giving power to the poor, of deliberate 
confrontation, was central.' ' However, many commu- 
nities did supplement services with a strategy which, 

seeing the source of poverty in the failure of social 
institutions, was aimed at institutional change.' 7 8  

James L. Sundquist conducted a comprehensive 
review of the community action program for the 
Brookings ~nstitution as a part of a report published in 
1969.' 7 9  That study is of particular relevance here, for 
it focused directly upon the problem of coordination in 
the provision of Federal assistance, and was specifically 
concerned with the coordinative role of the local CAAs. 

Sundquist's evaluation of community action as a 
coordinator was critical and severe. "Rarely," he wrote, 

. . . has an institution departed so quickly 
and so drastically from the doctrine of its 
founders. In the communities we visited in 
1967, not a single community action agency 
could be described as succeeding in the 
President's declared purpose of "bringing 
together these separate programs - Federal, 
state, and local . . . to achieve a unified. . . 
approach." None, indeed, was even attempt- 
ing anything so difficult.' a 

The CAAs simply dropped their prescribed role as 
coordinator, evolving in directions not anticipated by 
their creators.' a ' In theoretical terms, the conflict 
between organizational survival needs and formal objec- 
tives led to a process of "goal displacement."' " Where 
most respected, Sundquist found, the CAAs had 
achieved a measure of political strength based upon the 
mobilization of the poor. Yet, this status led them to 
confront, not coordinate, the established service agen- 
cies. Others were "innocuous" or "outcasts," providing 
limited services which added to, but did not redirect 
those already available.' 

Hallman, whose f ~ l d  research suggested somewhat 
more favorable conclusions, indicated that about half of 
the CAAs studied made some attempt to "orchestrate" 
the total community anti-poverty effort. This met with 
some success in rural areas, where the CAA was often 
the only planning agency. In cities, there were many 
competitors, and CAAs were able to make significant 
headway only in these few cases where they had strong 
support from city officials. Those CAAs with the 
strongest commitment to resident participation were 
precluded from playing any coordinative rde.' Even 
where local agencies were able to agree on a joint course 
of action, they were not guaranteed Federal cooperation 
and funding: "Over and over again, the consultants came 
across instances where local initiative was blocked and 
local responsibility was curtailed by action of Federal 
agencie~."'~ 



The GAO report also examined the specific issue of 
program coordination at the local level by the CAAs. 
While it pointed to some positive accomplishments, the 
overall assessment indicated a failure to meet expecta- 
tions: 

. . . the totality of evidence . , . suggests that 
the CAAs have had difficulty in maintaining 
substantial and continuing coordination of 
the local activities of Federal agencies and of 
the activities of local public and private 
agencies with Federally supported activities 
in a CAA.' 

The report indicated that the energies of most CAAs 
were consumed by operational responsibilities for Head- 
start and other programs. Moreover, local government 
authorities had often resisted the action agencies' coordi- 
native efforts.' Levine adds that community action 
may have actually reduced the overall level of coordina- 
tion, as many CAA programs duplicated those of 
existing agencies.' 

Limits on Coordination. Community action agencies 
lacked the resources, legal or financial, which might have 
Permitted them to more effectively coordinate the 
ongoing operations of other organizations. Moreover, 
they were unsuccessful in securing cooperation, and 
commonly were isolated from the major centers of 
Power. Sundquist writes that, for a CAA to serve as an 
effective mobilizer and coordinator, it had to have either 
power or acceptance: 

either power to assert its will upon other 
institutions or sufficient standing in the 
community to prevail upon the competing 
institutions to accept coordination volun- 
tarily. But the Federal government could not, 
and did not, confer any significant coordinat- 
ing power upon the CAAs. And they failed, 
because of their "tarnished image," to  gain 
acceptance. ' 

He notes two specific reasons for this negative image. 
First, the attempt to innovate, to question, to challenge 
the status quo naturally led to conflict. Second, espe- 
cially in the early months of their organization, many of 
the CAAs gave poor impressions regarding their leader- 
ship and competence.' ' 

Sundquist notes that the CAAs were faced with four 
legislative and administrative handicaps which restricted 
their coordinative capacity. These included the focus 
upon participation by the poor and the severe restric- 
tions on the funds appropriated by Congress.' " Also 
important was the de-emphasis on planning, a primary 
coordinative tool, in the legislation and by the OEO, and 
the initiation of new national emphasis programs, which 
limited the opportunity of the CAAs to develop new 
initiatives. These latter two points - the weaknesses of 
community actiorl's planning requirements and the 
development of national emphasis programs - both bear 
directly on the subject of concern here and require 
elaboration. The first is examined below; the second is 
discussed in the following section. 

Lack of Planning. The ACIR's 1966 study stressed the 
absence of a planning requirement in the original EOA, 
and adopted a recommendation urging that the prepara- 
tion of a local comprehensive anti-poverty plan be a 
condition of funding.' ' In fact, the failure to mandate 
a strict planning process might seem a remarkable 
oversight, since plans provide one of the basic coordina- 
tive tools for complex, long-range activities. 

The matter is more complex. In fact, planning had 
been an essential component of the philosophy of 
community action as developed in its early manifesta- 
tions under the Ford Foundation's "gray areas" projects 
and in the work of the President's Committee on 
Juvenile Delinquency and Youth Crime. Moreover, it 
was the prospect of a carefully planned, coordinated, 
governmental effort which attracted many to the com- 
munity action concept.' 93 President Johnson's Message 
on Poverty streaed that the program would call upon 
citizens to "prepare long-range plans" for the elimina- 
tion of poverty in their communities, and, indeed, the 
draft EOA legislation contained comprehensive plan- 
ning provisions, including a preliminary one-year plan- 
ning and organizational period.' '' 

Yet, while planning had been central in the original 
concept, interest in it faded both among the administra- 
tion's anti-poverty strategists and the Congress.' ' ' The 
House of Representatives' committee report indicated 
that it did not intend "that the development o f . .  . a  
comprehensive communitywide plan be a prerequisite to 
the extension of financial assistance. . . . "' ' Speed was 
the concern. There was fear that a lengthy planning 
period would result in unnecessary delays in launching 
the program. Given the pressing needs of the poor, and 
the political desire for a more dramatic program initia- 
tive, rapid action was necessary. For this reason, the 



OEO opted for what it termed the "building block 
approach," which permitted the execution of specific 
projects without awaiting the completion of a fully 
developed "conceptual framework."' ' Thus, as Levine 
notes, the kind of planning anticipated by community 
action's initiators was not demanded by the Federal 
government and never took place: 

True, a "plan" was required in local applica- 
tions for Federal grants, but what was pre- 
sented as a plan was seldom much more than 
a list of widely disparate projects, ranging 
from manpower training to household 
sewing, each with a separate rationale. Such 
lists were readily accepted by the Federal 
officials if the individual projects seemed to 
G e t  the requirements. The lists were seldom 
based on anything that a planner would call a 
plan. Occasionally, there were surveys, 
studies, and so forth, but even when these 
were present, their relationships to the grant 
application process were obscure.' 

Hallman also indicates that such planning as was 
undertaken focused on meeting OEO's limited require- 
ments, and typically simply strung together the favored 
projects of members of its sponsoring coalition. The few 
exc4ptions occurred in communities in which CAP had 
been originated by planning organizations.' 

The Reassertion of Control 

The weaknesses of coordination under the 1964 act, 
coupled with political reactions to the turmoil whieh 
had accompanied the War on Poverty in some commu- 
nities, created counterpressures which, from the first, 
resulted in important modifications of procedure and 
power. Initially, these strengthened the authority of the 
national OEO (and the Congress) over community 
action. The hallmark was the establishment of "national 
emphasis" programs, supported by f a a l  earmarking. 
These were apparently intended to protect the program. 
Yet, a consequence was that the original focus on 
comprehensiveness, coordination, and local initiative was 
lost. The broad, flexible conception of community 
action was greatly altered as the programs it spawned 
became separate entities, simply additional grant pro- 
grams which might, arguably, be administered through 
other means. The authority and autonomy of the 
distinctive institutions created under the EOA gave way, 
while those of local governments, the states, and the 
major departments of the national Executive Branch 
were reasserted. No longer could the OEO and CAAs be 

viewed as the central organizations in the administration 
of American social policy for the disadvantaged. 

Sundquist argues that much of this transformation 
had taken place before 1967. By that time, the President 
regarded model cities as the primary instrument of 
anti-poverty coordination, while 

. . . the Office of Economic Opportunity 
(OEO) had clearly taken its place as one 
more operating agency of the government, 
and its community action agencies had 
found their place as one more in the array of 
limited purpose institutions? 

However, if the Resident had lost faith, there were 
others who continued to support the original concep 
tion. These conflicting views showed themselves 
especially in the amendments adopted in 1967. Yet, the 
events under the new administration elected in 1968 
clearly relegated the poverty program to a much 
diminished role. 

The National Emphasii 
program 

Despite its innovative aims, the community action 
program was, in practice, subject to the same administra- 
tive and political p r e w e s  which had shaped the 
categorical assistance programs. Indeed, these were 
intensified by the great interest and controversy which 
surrounded the program. The consequence was that 
much of community action was transformed into a 
system of specialized, separately administered, essen- 
tially categorical, grants. 

These changes were manifested in the creation of new 
"national emphasis" programs, designed in Washington 
and urged upon local CAAs by the OEO. The develop 
ment of these special programs has been described by 
Joseph Kershaw?" The fust in the serits was the 
Headstart pre-school education program, devised in 
early 1965. OEO requested S 179 million specificsly for 
this program, allotting to it more than a quarter of its 
total $630 million community action budget. This figure 
was based upon OEO's own preferences and assessment 
of national needs; it was not a reflection of local agency 
plans. The amount available to support local initiatives 
was reduced correspondingly. Since the fun& to support 
this prognm were restricted by the terms of the 
appropriation, they could not be used for any other 
purpose. Communities which decided not to have a 
Headstart program simply lost the money; on the other 
hand, it was "free" to those which accepted it, since 
their allocation of other community action funds suf- 



Table 4 

Estimated Obligations for Community Action Programs, 1965-68 
(in millions of dollan) 

National Emphasis R o ~ s m s  

Headstart 
Upward Bound 
Legal Services 
Comprehensive Health Services 
Family Planning 
Emergency Food and Medical Services 
Senior Opportunity Sewices 
Headstart FoUowthrough 

Total National Emphasis 

L o d  InitWva Roqrm 

CAA Administration, Planning, Evaluation 
Neighborhood Service Systems 
Manpower Programs 
Education Program 
Health Programs 
Housing 
Other Local Initiative 

Total Loal  Initiative 

CAP ~ i 9 , t i o n t 3  

TOTAL, CAP 

SOURCE: Conptrollr G e m 1  of th. Unitd St*=, R w ~  of Economic Cbporrunity Prog*mr (Washington, D.C.: U.S. 
Gomnmnt Printing Office, Mwd, 1969). P. 26. 

fered no reduction. Not surprisingly, the program was 
widely implemented. This same pattern was followed in 
OEO requests for other national emphasis programs, 
including Upward Bound and Legal Services. 

These first special program reservations were specifi- 
cally sought by the OEO. However, in 1%6, congress 
instituted additional e m k i n g  at its own initiative. 
Amendments to the community action program 
spedfied that OEO must carry out a rauge of programs, 
and provided separate authorizations for each. The trend 
toward specificity was continued in 1967. The total of 

enumerated special emphasis programs was brought to 
eight Headstart, Follow Through, Legal Services, 
Comprehensive Health Services, Upward Bound, emer- 
gency food and medical services, family planning, and 
senior opportunities and services. While fiscal earmarking 
was dropped in the two-year authorization, the amend- 
ments did place further restrictions on the flexible 
community action concePt?O2 

The data in Table 4 indicate the fiscal impact of the 
development of the national emphasis programs through 
the years 1965-68. While total community action funds 



grew throughout this period, most of the increase was in 
the national emphasis programs, which became more 
numerous and more generously funded. Resources 
devoted to flexible local initiative funding were reduced 
from 52.1 percent of the CAP total in f u a l  1965 to 
37.4 percent in 1968. It should be noted that, in 1967, 
the Headstart program was alone receiving considerably 
more funds than all the locally initiated programs. 
Earmarkings of this magnitude imposed severe restric- 
tions on community action operations. As of July 1, 
1967, there was not enough unrestricted community 
action money to even re-fund existing projects.203 

The national emphasis programs, also, had important 
administration rdcations. Many of the programs 
developed a "life of their own," separate from commu- 
nity action, quite distinct within OEO. The National 
Advisory Council on Economic Opportunity, in its 1968 
annual report, noted that the national emphasis pro- 
grams acquired a high degree of administrative independ- 
ence. Moreover, each acquired its own political constitu- 
ency: 

Separate project offices came into being, 
with chiefs who reported directly to the 
director of the community action programs. 
Headstart, Legal Services, and Upward 
Bound developed substantial bureaucracies 
within, but separate from, the regular staff 
of the community action programs office. 
Parallel outside constituencies arose-non- 
governmental agencies that received grants 
and operated national emphasis programs: 
church councils, universities, and others-the 
American Bar Association and the American 
Bar Foundation, which were influential in 
developing basic policies for legal services 
programs; universities, which were active in 
Upward Bound. Exerting pressures in favor 
of their vested interests, they became, in 
effect, lobbies for shares of the funds appro- 
priated for community action  program^?^' 

There were a number of political motivations for the 
development of the national emphasis programs and 
subsequent earmarking or categorization of funds. 
Wofford reflects the feeling held at OEO that many 
communities made poor use of the flexibility and 
discretion provided by the broad language and loose 
administrative procedures of community action in 'its 
first year. The national emphasis programs provided a 
means for prioritizing actions in the absence of effective 

local planning.205 Levitan stresses the need to get a 
quicker response from the CAAs, to be able to demon- 
strate rapid progress. Moreover, the national emphasis 
programs proved acceptable and even popular to impor- 
tant political constituencies; some of the locally initiated 
programs were too controver~ial?~~ OEO Director 
Sargent Shriver's own strategy for agency continuation 
and growth reportedly stressed the CAP national 
emphasis programs, which had far better "images" than 
the other CAP a~tivities.~ ' 

Kershaw indicates. that the Congressional earmarking 
was proposed by several liberal Democrats who hoped to 
lessen opposition to community action, and thus prevent 
still more basic legdative chances?08 However, Levine 
has noted that many of these Congressmen, however 
"liberal," were from constituencies in large cities where 
the community action program's participation and 
advocacy efforts had been most controversial, and had 
created dissatisfaction among mayors and other local 
governmental offi~ials.~ O 9  The motive, then, may not 
have been solely protective. 

Assessments of these changes were mixed. The nation- 
al emphasis programs represented a clear departure from 
the original community action philosophy. This does not 
necessarily mean, however, that their creation was 
unwarranted or unwise. Some commentators took the 
opposite view. For example, the GAO believes that the 
national emphasis programs "helped more than they 
have hurt the CAAS."~' O Levitan argues, moreover, 
that the effect of these fund reservations was often 
greatly exaggerated; attacks upon them, he says, were 
"in too many cases" simply a "substitute and an excuse 
for avoiding the hard work needed to implement 
programs at the local le~el ."~  ' ' Yet others, adhering to 
the arguments in support of local innovation, were 
highly critical. Kershaw, for one, deplored the reduction 
in local flexibility produced by the earmarking? l 2  

Sundquist quotes a number of CAA off~cials who were 
demoralized by excessive Federal controls. Citizen 
interest waned because locally developed programs could 
not be funded, while special community needs were 
neglected under the nationally imposed programs? ' 
Hallman found, in 1967, that the fscal earmarking 
undercut local coordination and planning at a crucial 
time, at the very moment when many CAAs were 
developing strengthened capacities: 

By last fall, a number of the abler community 
action agencies were getting into a position 
where they could initiate long-range planning 
in order to more fully mobike resources and 
achieve a more comprehensive approach to 



the elimination of poverty. . . . But then Con- 
gress chose to earmark all but a small portion 
of these funds, and OEO established nation- 
wide priorities for the spending of the 
balance. Out the window went local planning 
effom2 ' ' 

The 1967 Amendments 

Other important changes in the poverty program were 
made as a part of the 1967 legislative amendments. 
These led in two directions. On the one hand, they 
attempted to strengthen - in the end, unsuccessfull~ - 
the coordination and planning functions of the OEO and 
the CAAs. In this respect, the original intent of the act 
was reaffmed. At the same time, however, the author- 
ity of state and local governments over the program was 
increased, a basic modifcation of original procedures. 1x1 
retrospect, it was this latter trend which was the more 
important, and was more effectively implemented. Both, 
however, deserve recogn'ition. 

coodination and Plmdng. The extensive changes in 
the poverty program made in 1967 reemphasized the 
coordination and planning functions which had been an 
integral part of the original community action concept. 
Participation by the poor - the issue which had in fact 
dominated the actual implementation of the program in 
its first years - was subordinated to these goals. The 
Statement of purpose for community action, as amend- 
ed, specified the aim of 

. . . the strengthening of community capabil- 
ities for & coordinating Federal, 
state, and other assistance relating to the 
elimination of poverty, so that the assistance 
through the efforts of local officials, o r w -  
izations, and interested and affected citizens, 
can be made much more responsive to local 
needs and conditions?' 

This purpose was implemented, at the local level, by the 
addition of a much more stringent planning requirement. 
Under Section 221(d), every CAA was required, as a 
condition of funding, to adopt a "systematic approach" 
to the achievement of anti-poverty goals, including 

. . . a planning and implementation process 
which seeks to identify the problems and 
causes of poverty in the community, seeks 
to mobilize and coordinate relevant public 

and private resources, establishes program 
priorities, links program -components with 
one another and with other relevant pro- 
grams, and provides for evaluation. 

Analogous directives wen included in provisions affect- 
ing national OEO operations. Section 632 required the 
OEO director to study and initiate actions to overcome 
coordination problems, as well as to prepare five-year 
national poverty action plans. An attempt was also made 
to remedy the weaknesses of the Economic Opportunity 
Council. Section 631 specified that it was the responsi- 
bility of the EOC to provide for the coordination of 
Federal anti-poverty programs, to develop policies and 
set priorities for such programs, and to resolve conflicts 
arising between agencies. Other provisions altered the 
organization and operations of the body. Its chairman 
was to be a member designated by the President; no 
longer was the OEO director to automatically hold this 
position. An executive secretary not directly associated 
with OEO was also to be appointed by the President. 
This position, it was hoped, would ultimately become 
the full equivalent of a cabinet post, with the council 
itself assuming real power and authority? ' 

These amendments brought the community action 
concept "full circle," in Sundquist's term. Original 
objectives were repeated.2 ' ' Yet, there is little evidence 
that this reaffumation of earlier goals proved effective. 
Two years later, in 1969, the GAO found that most 
CAAs still were not performing comprehensive program 
planning.2 ' The Economic Opportunity Council, 
despite legislative specification of a stronger role, was 
not convened by the President after January 1, 1968, 
and thus exerted no influence at all.2 ' 

The Green Amendment. Of greater impact were the 
1967 provisions aimed at increasing the responsibility of 
state and local officials for the community action 
program. These, known as the "Green amendments" for 
their sponsor, Representative Edith Green of Oregon, 
required that all CAAs be "designated" by elected state 
and local officials and "recognized" by the OEO. The 
amendment offered the pckibility that a political 
jurisdiction would designate itself, rather than an 
existing private body, as the CAA. In the absence of 
local action, the OEO had the authority to make its own 
designation. The amendments also specifled the compo- 
sition of the governing body in a manner intended to 
strengthen the hand of local officials and established 
community leaders. One-third of the total membership 
(which was limited to a maximum of 5 1 seats) was to be 
composed of public officials, providing that many were 



willing to serve. At least one-third of the membership 
was, as in the 1966 amendments, to be representatives of 
the poor, with the balance of seats to be held by 
business, labor, religious, and other community repre- 
sentatives? a Other 1967 provisions increased required 
non-Federal matching funds from 10 percent to 20 
percent, and tightened CAA audit and personnel pro- 
cedures? ' ' 
These actions were taken in a difficult political 

atmosphere. Some observers felt that the poverty pro- 
gram itself was in danger of being killed, and the House 
had indicated its hostility early in the year by attempt- 
ing to eliminate pay raises for OEO prsonnel? " Riots 
during the course of the summer of 1967 in city after 
city had brought unfavorable publicity, including 
renewed charges that anti-poverty workers were actively 
involved in fomenting di~order?'~ Pressure on the 
Congress from voters "back home" was severe?24 The 
Green amendment, called the "bosses and boll weevil" 
amendment by some - in a reference to its support by 
big city representatives and Southerners - was judged a 
necessary concession if the program were to be 
saved? ' ' 

The long-run effect of these amendments was to 
promote an accommodation of interests between the 
CAAs and l a d  governments in those communities 
where it had been lacking. Yet, the short-run changes 
were less extreme than many had anticipated. Existing 
organizations were redesignated in the great majority of 
cases. A 1969 evaluation found that this was the case in 
43 of 53 communities studied. In only three instance 
did public agencies themselves assume community action 
functions?' * Substantial changes in board composition 
were more frequent, occurring in 23 of 36 redesignated 
private agencies. These greatly enhanced the influence of 
local public officials, primarily at the expense of private 
sector representation. CAA leaders and representatives 
of the poor retained an independent voice?" 

The high degree of continuity in community action 
operations was explained by the fact that, in the great 
majority of cammunities studied, local officials had 
struck a political alliance with the action agencies, or 
had a supportive, or at least neutral attitude. Interagency 
relations &re marked by political friction in less than e 
quarter of the cases?" These few communities ac- 
counted for most of the changes in designation, and 
were most apt to experience substantial board reorgani- 
zations? ' 

Same observers believe that the lack of changes also 
reflected a growing indifference to the anti-poverty 
program. Patrick Healy suggests that, by 1967, it was 
"too late."130 Mayors who had once sought control 

over anti-poverty funds no longer desired elm associa- 
tion with the controversial program. Theyilooked to the 
newer model cities initiative as a more effective, more 
useful, tool. Thus, though the National League of Cities 
had advocated municipal responsibility for the poverty 
war in 1964, three years later, most mayors and 
councilmen "couldn't have cared less."2 ' Other ob- 
servers note that the development of earmarking at the 
national level made the issue of local control moot. Most 
local CAAs were then f d y  locked into programs set by 
Federal OEO  official^.^ 

The processes of change in evidence during the 
Johnson Administration were continued during the early 
Nixon. years. The new President never sought to utilize 
the OEO or community action as the dominant instru- 
ment of national policy coordination or anti-poverty 
activity. Instead, his "New Federalism" proposals, an- 
nounced throughout 1969, showed a commitment to an 
"income strategy" for social welfare through a Family 
Assistance Plan and the returning of power and discre- 
tion to general purpose state and local governments by 
revenue sharing and manpower reform. These a p  
proaches suggested a need for a m ~ ~ c a t i o n  and 
downgrading of the poverty program. 
Thus, while President Nixon sought the extension of 

the OEO in 1969, he suggested an altered role for it. The 
agency's greatest value, he believed, was "as an initiating 
agency - devising new programs for the poor, and 
serving as an 'incubator' for programs during their 
initial, experimental phases."' He looked to the OEO 
to serve as an "R and D agency on poverty-related 
matters, a source of innovative ideas and programs. 
Proven operating programs were to be "spun off' to 
existing departments. In support of this new role, a 
major reorganization of the OEO was undertaken? 34 

The President also entrusted responsibility for the policy 
coordination of domestic anti-poverty programs to a 
new Council for Urban Affairs, on which the OEO 
initially lacked even membership. 
These new approaches were supported and imple- 

mented by Donald Rumsfeld, the newly appointed OEO 
director. Rumfeld believed that community action had 
suffered from the conflicting demands placed upon it. 
He called for a sharpening of objectives, with the stress 
upon the mobilization of government and private re- 
sources, innovation, and effective participation by the 
poor. CAAs were to recognize that their role was a 
limited one, simply a patt of a broader effort. In 



particular, the local agencies were not to be 
dominant anti-poverty planner: 

Experience has shown that it is difficult for 
many CAAs to try to be the master planner 
and coordinator of all anti-poverty programs 
in the community. But to perform its other 
role effectively the CAA must work closely 
with other agencies that have planning and 
coordinating respon~ibilities.~ " 

the Similarly, Rumsfeld did not view the delivery of services 
as a part of community action's basic mission? 

With the President's approval, but in opposition to 
some Republican Congressional leaders, Rumsfeld 
launched a personal effort to secure the survival of his 
agency? ' He worked against a House amendment - in 
the end, successfully - which would have placed, by 
law, most of the responsibility for community action in 
the hands of the states. Yet, while fighting the amend- 
ment, Rumsfeld was circulating guidelines to greatly 

Table 5 

TRANSFERS OF OEO PROGRAMS, 1965-74 

Work Study 
Adult Basic Education 
Small Business Loans 
Neighborhood Youth Corps 
Foster Grandparents 
Headstart 
Upward Bound 
Job Corps 
V l STA 
Rural Loans 
Comprehensive Health Care 
Migrant Labor Aid 
Alcoholism and Drugs 
Aid to Indians 
Legal Services 
Community Economic 

Development 
Community Action 

Trsmfer 
Date 

1965 
1966 
1 966 
1968 
1969 
1969 
1969 
1969 
1971 
1971 
1973 
1973 
1973 
1973 

1974' 

1974' 
1974j 

Recipient Agency 

HEW 
HEW 
Small Business Administration 
Labor 
HEW 
HEW 
HEW 
Labor 
ACTION 
(discontinued) 
HEW 
HEW 
HEW 
HEW 
Legal Services Corporation 

Community Services Administration 
Commerce 

'The Le@ Sewices Corpomion vms not formlly wmtitutd until July 9.1975, thou~h i ts uemtion wm authorized by the L@ 
Snkr C m p o m h  Act of 1974 (P.L 93-366). 

'As Indkated prwbudy, the h d t w t ,  Economic Owmunity, 8nd Cmn~))~nity,P#mmhip Act of 1974 ws not signed into 
kw until January 4, 1976. 

'While r transfer of the community economic developmmt Prowam to Commerce is permitted under the Community Sewices 
Act, the program is now .dmin is td  by the Community Services Administration. 

SOURCE: .lam E. A m n ,  "Administrative Politics a d  the war on Poverty," A ~ l y l i n g  Pocr~ty Pdicy, 4.. Dorothy 
Buckton James, (Lexington, W.: D.C. Hmth a d  Company, 19751, p. 87. b e d  by permission. 
NOTE: REOUESED 



increase the states' role in the administration of the 
program. These were put into effect in April 1970, and 
provided for state involvement throughout the com- 
munity action funding process. They required that 
OEO's regional offices give "serious consideration and 
response" to state comments before approving or dis- 
approving grants.2 3 8  This involvement was facilitated by 
the creation of a Division of State and Local Govern- 
ment within the new Office of Operations, which had 
been made responsible for community action2 The 
administration also tightened controls over the local 
CAAs. A number of agencies were "defunded" in 1970. 
Flexible, "local initiative" money was reduced, while 
agencies were prodded to seek additional financial 
support from local governments.2 

Consistent with the view that the OEO should be 
divested of major operating responsibilities, the Presi- 
dent, in 1969, also proposed the shifting of a number of 
its programs to other executive departments. Headstart, 
the most important national emphasis program, was 
delegated to the Department of Health,,Education, and 
Welfare, an action which did not require Congressional 
approval. Two EOA programs administered through the 
CAAs were also relocated: the Job Corps was assigned to 
the Labor Department by Presidential action, while the 
Foster Grandparents program was transferred by law to 
HEW under the Older Americans Act. Another national 
emphasis program, comprehensive health centers, was 
proposed for transfer in the President's February mes- 
sage, but this decision was later altered.241 The Presi- 
dent's manpower reorganization proposals, also 
announced in 1969, would have transferred all operating 
functions in the field to the DOL, while placing the main 
responsibility for local programming upon elected 
officiak2 

These were not, of course, the first administrative 
delegations, or the first proposals for the transfer of 
programs, as Table 5 indicates. However, previous 
transfer attempts had been resisted by the OEO leader- 
ship. Under the Nixon Administration, the spinning off 
of programs became accepted organizational policy. The 
manpower bill had actually been proposed by the OEO. 
Such reductions in the agency's scope, not surprisingly, 
met with opposition among many of its staff.24 

Proposals for other transfers followed. In 1971, the 
administration sought to transfer the Legal Services 
program, originated by community action, to a new, 
independent public corporation .24 Similarly, VISTA 
was to be moved from the OEO, joining other volunteer 
programs in the new ACTION agency.245 Still more far 
reaching were the changes contemplated under the 
President's departmental reorganization plan. While the 

President did recommend a two-year extension of the 
OEO in 197 1, his long-range proposals would have split 
its functions among a new Department of Human 
Resources and Department of Community Development. 

Congressional opposition to the gradual disbandment 
of the OEO was made plain in both 1969 and 1971. Key 
Congressmen sought to maintain the agency's opera- 
tional responsibilities and to guarantee its existence as an 
advocate for the poor.246 The earmarking device was 
utilized to thwart the President's program alterations. In 
1971, the Congressional bill also included a prohibition 
against further transfers or delegations without prior 
Congressional approval. The Administration strongly 
opposed these efforts to limit its discretion; the pro- 
visions were among those responsible for the President's 
veto of the 1971 legislation. The bill ultimately adopted 
in I972 dropped the objectionable features. Yet, given 
Congressional-Presidential tensions, and the Administra- 
tion's unilateral attempt to implement its reorganization 
plan, the mission of the agency remained unclear. These 
issues were ultimately resolved only upon the signing of 
the community semces legislation in early 1975. 

Conclusion 

The experience of community action highlights the 
strength of the political and administrative forces which 
shaped and directed the categorical grant system 
throughout the 1960s. This key anti-poverty effort was 
able to exert little influence in coordinating, targeting, 
or otherwise altering ongoing programs of Federal 
assistance. Moreover, the flexible program of special aid 
offered by community action was itself quickly com- 
promised and ultimately transformed, becoming in the 
process largely a system of new categorical grant 
programs. 

The motives for the latter change are among those 
which made the categorical grant the favored instrument 
of financial aid. There was Federal dissatisfaction with, 
and distrust of, the results of local political processes, 
which in this instance were registered through unique 
organizations created at the behest of the Federal 
government itself. The impatient desire to show results, 
which precluded the development of long-range local 
planning, also, made it simpler to press a set of nationally 
designed programs upon the local CAAs. The national 
emphasis programs, in turn, prepared the way for 
proposals that the operation of these programs' be 
transferred away from the OEO, out of the Executive 
Office, and into the major Federal line agencies holding 
similar responsibilities. Community action, failing to be 



the coordinator, became a set of programs which 
themselves required improved "coordination." 

Equally, the record of community action highhghts 
the limitations of essentially voluntary coordination. 
The local CAAs were "concensus structures," a phrase 
which is also descriptive of the OEO's Economic 
Opportunity Coun~il.~' They were dependent for their 
success upon a high degree of mutual agreement among 
participating organizations; they offered only a forum in 
which information on contemplated activities might be 
aired and shared. Yet, the presence of this forum did 
little to alter ongoing patterns of agency behavior. The 
weakness of the OEO and its EOC, the CAAs, national 
anti-poverty planning, preference procedures, inter- 
agency agreements, and program delegations was that 
they depended for success upon essentially voluntary 
compliance among coequals. Indeed, the Economic 
%portunity Council was hampered by the fact that its 
chairman, the OEO director, had a somewhat lower 
status than that of its cabinet-official members. 

Most observers, also, agree that the attempt to place 
coordination and program administration in a single 
%ency was fraught with diffjculty. Progmm operations 
had more pressing problems and offered the potential 
for a more immediate payoff. These concerns limited the 
commitment to overall planning. 

The CAAs, working at the local level, suffered from 
their weak links to any major center of community 
Power. There were several contributing causes. Because 
the program bypassed responsible governmental juris- 
dictions; because of the participation procedures and the 
resulting political discord; because of the limited in- 
fluence of the poverty program over other national grant 
resources, and because of the basic fragmentation of 
local organization for the provision of human services, 
the action agendes failed to build a sustaining, o f f i d ,  
local constituency. The constituency available to them, 
found among the more vocal leaders of the poor, 
provided an inappropriate base for the coordination and 
phnning of the actions of other organizations. Thus, the 
focus of their activities was necessarily altered. 

THE MODEL CITIES PROGRAM 

Model cities was the second comprehensive initiative 
intended to aid the nation's urban poor to be offered by 
the Johnson Administration. Created in 1966 by the 
Demonstmtion Cities and Metropolitrm Dmalopment 
Act, model cities called for locally planned, cmpre- 
hensive attacks on the problems of poor communities. 
The program sought to develop and strengthen the 
capacity of city governments to carry out an extensive, 

well integrated, anti-poverty and urban development p r e  
gram in demonstration neighborhoods, and to enhance 
the capability of the Federal government to respond to 
local initiatives and requirements. 

Though originally conceived as a "demonstration" 
program confined to a limited number of localities, 
model cities grew to include participation by most of the 
larger municipalities and a considerable number of 
smaller ones. Thus, it became to a considerable degree 
the focal point of the nation's "urban policy," a role 
some advocated making explicit. However, the altered 
philosophy and new legislative initiatives formulated 
under the Nixon Administration, along with Coogres- 
sional reassessments, led to its supersession by the block 
grant created under the Housing and Community Dcvel- 
opment Act of 1974. That act terminated the program 
as of January 1,1975, and provided for a phasingout of 
model cities funding and activities. 

The Coordinative Goal 

Many commentators have noted the stress placed 
upon coordination in the model cities concept. Patrick 
Healy of the National League of Cities4J.S. Conference 
of Mayors has written that "the watchword for the 
model cities program was c~ordination."~~' Another 
description of the program put the matter similarly: 

Coordination is at the heart of the model 
cities program. At the city level, it seeks to 
coordinate the many efforts of overlapping 
and independent agencies, offices, aid insti- 
tutions offering services and assistance to the 
community . . . . On the national level, it 
attempts to manhall all the individual Fed- 
eral aid programs . . . and to coordinate their 
resources in a unified attack on the c m -  
munity's problems rather than continue the 
random, unrelated catch-as-catch-can game 
of obtaining Federal grants from each 
agency separately? 

In a commentary published in 1966, an assistant 
secretary of HUD stressed three coordinative problem 
associated with existing categorical aids which model 
cities was intended to overcome: (1) the isolated impact 
of individual programs; (2) their operation through 
separate administrative channels, ignoring interrelations; 
and (3) the gaps left in program coverage? O 

Yet, like the community action program before it, 
the model cities effort was directed at several additional 
objectives. These included citizen participation, the 



revitalization of poor neighborhoods through the mobi- 
lization and concentration of resources, innovation, 
administrative decentralization, and institutional change. 
To some degree, these aims were difficult to reconcile 
with each other and with the program's coordinative 
thrust, leading some observers to claim that the model 
cities program was "loaded with built-in conflicts" 
which made it "an administrative nightmare."' ' 

Phases. The tensions among these conflicting objec- 
tives were resolved differently at different points in the 
model cities experience. Thus, they provide a basis for 
identifying distinct phases or periods in the program's 
history. Three such phases may be noted, roughly 
embracing the years 1966-68, 1969-70, and 1971 -74.' " 
The fmt of these periods was marked chiefly by 
difficulties in resolving issues surrounding citizen partici- 
pation and the relations of the program to mayors and 
line agencies? The concern with citizen participation, 
which had not been anticipated, reflected the strength of 
the social movement for community control which had 
been unleashed by community action, and was abetted 
by many of the Model Cities Administration staff 
members who had come from OEO ba~k~rounds.~" 
The program was embroiled in controversy throughout 
this period, with the administration's requests for 
appropriations being substantially cut by the Congress. 
Indeed, in 1967, opposition in the House came close to 
killing it altogether?'" 

The incoming Nixon Administration, taking power 
immediately after the announcement of the first nine 
action grants, reassessed the program and suggested new 
directions, which were proclaimed throughout 1969 and 
1970. Federal coordination was to be improved, state 
participation enhanced, and the ultimate responsibility 
of local governments for the program was restated? S6 
These thrusts were intended to strengthen the role of the 
local chief executive and to limit, but not eliminate, 
citizen in~olvement.~ ' The goals were pushed by HUD 
Secretary George W. Romney and other top depart- 
mental officials and represented an effort to bring the 
program into line with prevailing Republican doctrine. 
Consequently, some of the objectives which had been 
stressed by the previous Administration were de- 
emphasized, including: 

model cities as the ultimate'Federal tool 
for the eradication of urban poverty; 
the concentration of Federal resources in 
the most impoverished "target" neighbor- 
hoods; and 
extensive citizen participation. 

Instead, prime atten tion was given to "the revitalization 
and strengthening of locally elected, general purpose 
government," particularly the office of the mayor.2s8 

Yet, the future of the program during the early Nixon 
years was uncertain. The President's personal commit- 
ment to model cities was slight, despite favorable reviews 
by two Administration-sponsored study g r o ~ p s . ~  In 
early 1970, it was reported that White House staff was 
considering the possibility of diverting funds from model 
cities for use in upgrading education in black schools and 
advancing school desegregation, a proposal which 
brought heated opposition from many mayors.260 
Apparently HUD's innovations had greater success in 
attracting the cities to the altered program than top 
White House leadership.' ' 

The program was continued, however. In late 1970 
and 1971, a series of "planned variations" experiments 
was announced with 20 cities participating. These 
further enhanced the power and discretion of local 
officials and placed greater emphasis upon the model 
cities process as a planning and managerial tool. One 
commentator observed that these alterations trans- 
formed model cities from an "operating program" to a 
"coordinating mechanism in the mayor's ~ffice."~ 6' 

Yet, coordination had been an important goal since the 
program's inception; this was an element of continuity. 
What is true is that the other competing objectives had 
assumed lesser importance as the program developed 
over time. 

The planned variations experience, which may be 
viewed as a third phase, constituted an "experiment 
within an experiment." It was intended as a prelude to 
and "pilot run" of the special revenue sharing approach, 
which was the President's preferred alternative. The 
budget for fwal 1972 proposed the elimination of 
model cities and its replacement by a new community 
development revenue sharing program. However, initial 
Congressional skepticism over this approach delayed 
enactment (in a much modified form) until 1974.2 

Sources. v e  Advisory Commission on Intergovern- 
mental Relations has never previously assessed the model 
cities program, as it has the two previously described 
target grants. The description and evaluation which 
follow are based chiefly upon several studies prepared by 
other organizations and individuals. The basic sources 
were three original field investigations: one prepared by 
James L. Sundquist (with David W. Davis) for the 
Brookings Institution; the multivolumed set of studies 
(together with certain supplementary reports) prepared 
by Marshall Kaplan, Gans, and Kahn (MKGK) for the 
Department of Housing and Urban Development, and a 



volume of eight case studies and a comparative analysis mobilize local leadership and private ini- 
by George J. Washnis for the Center for Governmental tiative, so that local citizens will deter- 
S tudie~.~  64  mine the shape of their new city - freed 

The Model Cities Plocett 

Origins 

The model cities program originated with a Presiden- 
tial Task Force on Urban Problems, chaired by Robert 
C. Wood, an MIT political scientist, and later the first 
undersecretary of the Department of Housing and Urban 
Development. The task force had been formed by 
President Lyndon Johnson to perform a review of 
existing urban program, with an eye toward the 
development of new, innovative initiatives. The basic 
concept itself was developed in communications be- 
tween the President and the UAWs Walter Reuther, who 
sought an experimental effort to "weld the programs" of 
Federal assistance together.' 6 s  The original Reuther 
Proposal was for a concentrated "demonstration" effort 
in Detroit and one other ~ i t y . 2 ~ ~  

The emerging proposal was shaped partly in light of 
growing dissatisfaction with existing Federal urban 
Program. The community action program was em- 
broiled in controversy and seemed less than fully 
effective. It had failed to make adequate provision for 
local program planning, and relied upon a local organha- 
tional system which h d  sometimes produced disunity 
and confrontation, rather than effective central control. 
Urban renewal, the other major instrument of Federal 
intervention in urban affairs, was marked by an excessive 
concern with physical as opposed to social develop- 
ment.26 Moreover, there was the continuing problem 
of fragmentation in Federal categorical assistance for 
urban areas. 

The resulting Presidential proposal, presented in a 
message to the Congress on January 26,1966, called for 
a six-year demonstration program and held out to 
qualifying local units "the promise of a new life for their 
residents." An effort more extensive than any before 
would "eliminate blight" throughout urban demonstra- 
tion areas. The program would: 

concentrate . . . available resources - in 
planning tools, in housing construction, 
in job training, in health facilities, in 
recreation, in welfare programs, in 
education - to improve the conditions of 
life in urban areas; 

join together all available talent and skills 
in a coordinated effort; and 

from the constraints that have handi- 
capped their past efforts and inflated 
their costs? 

Participants would be able to draw on the complete 
array of existing Federal grants, in addition to receiving 
special supplementary assistance. At the local level, the 
program would be managed by a "single authority with 
adequate powers to carry out and coordinate all phases 
of the program;" widespread citizen participation would 
also be encouraged. 

The proposal was received with skepticism by the 
Congress. The difficult battle for approval was led by 
Wright Patman and William Barrett in the House and 
Edmund Muskie in the Senate, and was aided by 
intensive Administration lobbying? To secure passage, 
the scale of the program was reduced, participation was 
opened to a great many more (and smaller) cities, and a 
provision was added which prohibited the requirement 
of school busing as a condition of assistance. With these 
alterations, however, most of the basic concepts con- 
tained in the draft legislation - with the exception of 
the "Federal coordinator," discussed below -were a p  
proved? 7 0  The Demonstration Cities and Metropolitan 
Development Act was signed into law by President 
Johnson on November 3,1966.2'' 

The Demonstration Cities Act 

The model cities program was authorized by the 
first title of the Demonstration Cities Act; the nomen- 
clature change reflected a desire to avoid association 
with the then-frequent "demonstrations" of urban 
protest. Section 101 declared that "improving the 
quality of urban life" had been found to be the most 
critical domestic problem facing the nation. The act 
noted that cities lacked resources adequate to their 
needs, and indicated that it was the purpose of the title 
to provide additional financial assistance to cities for 
planning and carrying out comprehensive city demon- 
stration programs. These would be aimed at a number of 
quality of life and human development objectives, and 
be accomplished "through the most effectiw and eco- 
nomical concentration and coordination of Federal, 
state, and local public and private efforts." While it was 
expected that demonstration programs would rely 
chiefly upon existing categorical grants, additional fman- 
cia. aid was authorized for local planning and adrninistra- 



tion and, most importantly, for the supplementation of 
other resources. 

Notably absent from the act were the sort of 
innovative organizational provisions which had marked 
the Economic Opportunity Program. Responsibility for 
model cities was placed squarely within the Department 
of Housing and Urban Development. However, Section 
103(b)(2) instructed the secretary to 

. . . insure, in conjunction with other appro- 
priate Federal departments and agencies and 
at the direction of the President, maximum 
coordination of Federal assistance provided 
in connection with this title, prompt re- 
sponse to local initiative, and maximum 
flexibility in programming, consistent with 
the requirements of law and so-md admin- 
istrative practice? 72 

This concern with assistance management was also 
revealed in some of the act's other titles. Section 202 
authorized the Secretary of HUD to assist the President 
in coordinating the metropolitan development efforts of 
all Federal agencies and called upon the departments for 
interagency cooperation. Section 204 established a 
procedure for the coordination of Federal aids in 
metropolitan areas, the forerunner of the A-95 process. 
The provisions of Section 203 authorized HUD to 
appoint "metropolitan expediters," upon the request of 
local officials, to provide various informational and 
technical services relating to development activities. This 
particular provision was an alternative to the more 
powerful "Federal coordinator" envisioned in the 
Administration's original bill. Under that proposal, each 
model city would have had an "Office of the Federal 
Coordinator" designated by HUD and charged with 
"helping to achieve the maximum effective coordination 
of Federal grant-in-aid program" undertaken as a part 
of demonstration programs? This position, feared by 
some as creating a new Federal assistance "czar" or 
"commissar," had been dropped during legislative con- 
sideration? 74 

Organization and Planning 

The heart of the model cities process was the 
preparation of comprehensive demonstration plan 
(CDP), a document outlining the program's overall 
direction and speac proposals. Responsibility for the 
preparation of such a plan was placed in local city 
demonstration agencies (CDAs). These, in sharp contrast 
to the community action agencies, were to be a city or 

county or any local public agency es'tablished or 
designated for the purpose by the responsible city or 
county. 

The key word for describing the model cities planning 
process is "comprehensive." The program guide, Zmpro~ 
ing the Quulity of Urban Life, indicated the broad 
purposes of the act, embracing both the physical and 
social environment. While a city was to tailor its program 
to its specific needs, its plan might include components 
dealing with the public facilities, housing, transporta- 
tion, education, manpower and economic development, 
recreation and culture, crime reduction, health, and 
social services and public assistance?7s These compo- 
nents were not simply to be packaged together; they 
were to be 

. . . developed into interrelated systems. 
Each component should be comprehensive 
so that projects and activities wtihin each 
component reinforce each other, and inter- 
relationships between components should be 
developed so that projects and activities in 
one can provide reinforcement and support 
to those in others? 

Programs were to be of sufficient scope and magnitude 
to "make a substantial impact on the physical, economic 
and social problems in the model neighborhood areaf 
"to remove or arrest blqht and decay in the selected 
area;" to "contribute to the sound development of the 
entire city," and "make marked progress in reducing 
social and educational disadvantaged, ill health, 
underemployment, and social services necessary to serve 
the poor and disadvantaged of the area."2 77 

The application for a planning grant itself constituted 
a short "plan," and was to be the basis for more refined 
efforts during the initial one-year planning period. One 
highly regarded proposal was 350 pages long? 78 Appli- 
cations were to include a description of the city and the 
designated model neighborhood, to indicate an "in- 
depth understanding" of its problems and potential 
solutions, and to describe basic program components in 
accord with a systematic outline: needs, present effort, 
goals, program approach, and work program. The admin- 
istrative machinery developed for planning and carrying 
out the program also was to be described. The applica- 
tion itself was to be supported by a resolution, in 
prescribed form, by the governing body. 

Requirements for the CDAs reflected the organiza- 
tional need to develop and implement such a compre- 
hensive plan. Smc standards were embodied in the 
program guide: 



[A CDA] should be closely related to the 
governmental decision-making process in 
a way that permits the exercise of leader- 
ship by responsible elected officials in the 
establishment of the policies, plans, and 
activities of the local program. 

It should have sufficient powers, author- 
ity, and stature to achieve the coordina- 
ted administration of all aspects of the 
program. 

It should have the skill and objectivity to 
assure that the expenditure of funds is 
strategically directed to meeting the 
social, physical, ' and economic needs of 
the model neighborhood area. To the 
maximum feasible extent, it should have 
the authority to reconcile conflicting 
plans, goals, programs, priorities, and 
time schedules; to eliminate overlaps; and 
to link operating programs among contri- 
buting agencies. In addition, it should 
have the capacity and authority to evalu- 
ate the execution of the local program 
against program goals, and analyze alter- 
native methods of achieving such goals. 

It should provide a meaningful role in 
policy making to area residents and to the 
major agencies expected to contribute 
projects and activities to the program.279 

The program guide indicated that these standards re- 
quired, where a city or county itself assumed direct 
responsibility for the program, that a single admin- 
istrative unit capable of drawing upon the powers of the 
chief executive be charged with model cities functions. 
Any other sort of organizational arrangement had to 
provide for clear accountability to the locally elected 
officials. A CDA was not to be a special purpose agency 
with an independent governing board? 

The organizational structures established under the 
model cities took both "bicamerai" and "unicameral" 
forms. Where neighborhood groups were strong, they 
were typically represented in an independent council 
which shared responsibility with city agencies for 
developing and reviewing proposals. In some cases, these 
resident organizations had their own "advocate" plan- 
ning staff. Where the poor were less well organized, they 
commonly were represented along with public agencies 
within a single ~ o u n c i l . 2 ~ ~  HUD's policies varied, at 
times favoring each of these two forms. 

Financial Assistance 

The model cities program offered three forms of 
special financial assistance. First, grants were available 
from HUD to cover up to 80 percent of the cost of 
planning the demonstration Similarly, 
grants were available for up to 80 percent of the cost of 
administering those components of the program not 
assisted by other Federal aid.2 83 Action moneys for the 
five-year execution period were of two kinds. Local 
plans were expected to be based heavily and primarily 
on available categorical assistance. The program guide 
listed some 45 grant programs which might be included 
in a CDP. Only ten of these were other HUD programs; 
the remainder were offerings of HEW, Interior, Agricul- 
ture, Commerce, Labor, OEO, and ~ u s t i c e ? ~ ~  The act 
itself specifically authorized additional urban renewal 
grants to cities participating in the program.285 How- 
ever, the most innovative and ultimately most important 
source of support was the supplemental funds made 
available under Section 105(c). The Secretary of HUD 
was authorized to make grants to city demonstration 
agencies not to exceed 80 percent of the non-Federal 
contribution required for programs included in a CDP. 
These supplemental grants were to be used to support 
"new and additional" CDP projects not assisted under a 
categorical grant program or, if not needed for this 
purpose, to reduce local matching expenditures? 
They were the "glue" intended to "plug gaps" and tie 
together a comprehensive demonstration program. 

Awards. Planning grant awards to some 150 comrnu- 
nities - a total including nine counties and one Indian 
reservation -were announced in two "rounds." The 
first awards, made in November 1967, were to 63 of 
193 original applicants; this number was later increased 
to 75, as 12 cities not included were encouraged to 
reapply. A year later, in September through November 
of 1968, an additional 75 "second round" cities were 
selected. However, four of this total had discontinued 
participation by the end of 1970.287 Planning grant 
recipients included most large cities (better than 314th 
of those over 250,000) and a substantial number of 
middle-sized and smaller places - some 2 1 under 
25,000, including one community of less than 5,000. 

Some commentators indicate that political consider- 
ations - the need to build support for the program - 
played a part in these awards. Communities in the 
districts of important Congressional allies were 
"generously treated" in first-round awards, while the 
second round was added to expand the program's 
political base. The effect of this increased number of 
participants, however necessary politically, was to  



I Table 6 

Obligations for Model Cities Grants 
(in thousands of dollars) 

Estimated Estimated 
1968 1969 1970 1971 1972 1973 1974 1975 1976 

Planning 
Grants 1,630 9,284 9,099 2,086 89 10 - - - 

Supplementary 
Grants - - 66,640 308,418 491,355 586,128 466,349 279,000 229,194 

SOURCE: Compiled from The Bu4pet of me UnimdStaW, Appendix, 19701976. 

further stretch available funds."' Yet politics was by 
no means the sole consideration, and applications were 
subjected to a complex technical review.289 

The first nine action grants were approved in Decem- 
ber 1968, at the end of the Johnson Administration. 
These were suspended by the incoming Republicans, 
pending their review of the program. But by the start of 
1970, more than a third of the participating cities were 
receiving implementation funds.2 O 

Evaluations 

Evaluations of the model cities program generally 
indicate that it had considerable success in producing a 
broadly based, comprehensive response to community 
problems at the local level. For this reason, many of the 
published assessments are quite positive. However, this 
praise should not mask the fact that model cities largely 
failed to bring about the coordinated use of Federal 
assistance programs which had been intended initially. 
Most of the participating communities did not draw 
heavily upon the categorical aid programs, and the 
governmentwide Federal response was very poor. S u p  
port for model cities outside HUD was limited, pointing 
up the failure to bring about the desired degree of 
cooperation in Washington. 

Brookings Study 

One of the earliest and still most complete evalua- 
tions of coordination by the local CDAs was included in 
the study by James L. Sundquist reported in Making 

Fedemlism Work, a volume published by the Brookings 
Institution. That report was based upon a field investiga- 
tion of model cities operations in 16 communities over 
the period 1967- 1969.' Findings were, on the whole, 
quite supportive. Sundquist contends that the plans 
which had emerged by the end of 1968 "represented a 
remarkable achievement in coordination," impressive in 
scope and in the range of participation they engen- 
deredFp2 They embraced a full range of functional 
activities, and brought into the planning process - often 
by the prospect of obtaining supplemental funding - a 
range of local public and private organizations. At least 
where the process worked best, the CDA director was 

. . . at the hub of an intricate coordinating 
network that was itself "as broad as the life 
of the city." First, he had to look to the 
neighborhood, to mobilize and coordinate 
the participation of the residents. Second, he 
had to look laterally to the panoply of 
public and private agencies in the cornmu- 
nity, to enlist their resources and coordinate 
their proposals. And, all the while, he had to 
reflect the views of the city's governing 
authorities and keep in touch with the 
various Federal agencies to assure that his 
proposals would satisfy their requirements 
for funding. To maintain liaison with all 
these groups and cope with the conflicts 
within and among them, he had only a 
hastily built organization operating without 
benefit of experience and established status. 
At the end of the year, however, the whole 



process could be said to have worked - and 
to have worked in the manner that was 
intended. The goal of coordinated planning, 
comprehensive in scope, with widespread 
citizen and official participation was not 
fully achieved in all its aspects in the initial 
year, to be sure, but it was assuredly 
served: 

However, Sundquist indicated that this favorable de- 
scription did not apply to those few communities in 
which residents effectively controlled the CDAS? 9 4  

The author concluded that the model cities process 
had worked well enough in a sufficient number of 
communities to prove its potential. He argued that the 
Program should become the focal mechanism of the 
Federal government's "urban" policy. Specifically, 
Sundquist recommended 

. . .that the Federal government as a 
whole - and state and local government as 
well - accept the model cities structure as 
the basic scheme for coordinating program 
planning and execution in urban slum 
area~.~'s 

He also found that the model cities supplemental 
grants were a superior instrument for the provision of 
Federal assistance to the normal categorical aid 
approach. Categorical aid was subject to the charge of 
distortion of priorities: funds made available by the 
President and Congress might have little relation to the 
actual needs of local communities. For this reason, the 
Brookings study recommended 

. . . that a basic decision be made by the 
President and the Congress to channel large- 
ly through the model cities supplemental 
appropriation the additional moneys made 
available to help cities with the problems of 
slum areas? ' 

Sundquist also proposed that these additional funds be 
used to expand the program into other neighborhoods 
and cities, arguing that the logic of the model cities 
cacept  called for its use in ail slum areas or even on a 
citywide basis. Ultimately, funds could be provided 
through a unified block grant for use in accordance with 
a single, integrated development p h .  This god was to 
be approached gradually, however; as a fust step, he 
Nommended establishing procedures which would offer 
the CDAs the right to review and comment upon all 

Federal grants made to agencies operating within the 
model neighborhood? ' He also urged that the Federal 
government adopt a "policy of deference" in regard to 
local decisions.298 These recommendations, in fact, 
presage the planned variations (and community develop- 
ment block grant) policies. 

The study was widely read in government circles and 
became quite influential. Reportedly, its recommenda- 
tions were the basis for the conclusions of a task force 
headed by Richard P. Nathan, convened during the 
transition to the Nixon Administration .2 

Other Research 

The favorable, even enthusiastic, Brookings study was 
undertaken early in the model cities experience. Later 
studies and commentaries have tempered, but not fully 
reversed, its judgment. Most published assessments of 
the model cities program have also been quite positive in 
several respects. For example, the 1970 Report of the 
President's Task Force on Model Cities (called the 
"Banfield Report" after its chairman, Professor Edward 
C. Banfield) termed model cities in basic conception "a 
long step in the right direction." While it recommended 
that most Federal aid be distributed through revenue 
sharing and that the number of categorical grants be 
reduced through consolidation, it suggested that the 
model cities program itself be strengthened, simplified, 
and c o n t i n ~ e d . 3 ~ ~  Another commentator, political 
scientist Ju&n L. James, has argued that "model cities 
has made substantial improvements in the quality and 
coordination of community development planning."30 ' 
More recently, a report prepared by George J. Washnis 
for the Center for Governmental Studies concluded that 

. . . the model cities program has been the 
single most effective instrument for provid- 
ing local officials with the means and moti- 
vation to give the broadest range of s e ~ c e s  
to disadvantaged areas and to improve local 
government  operation^.^ O 2  

The author added that the program's "most notable 
achievements have been in improving the processes of 
local government, including management, coordination, 
citizen involvement, and planning  technique^."^ 
Another investigation, while stressing the limitations 
upon the program's achievements, concIuded that the 
favorable judgment Sundquist had offered in 1969 still 
described model cities in 1974.3 ' 
These and other commentaries have also identified 

important weaknesses in model cities performance, 



however. Differences in model cities operations among 
cities, and in the quality of performance, have been 
given considerable attention. The Federal response to 
model cities implementation has been especially soundly 
criticized. These points are examined below. 

Planning Inadequacies. Initial model cities plans were, 
quite commonly, "little more than laundry lists or back 
inventories of desirable projects, often put together by 
outside consultants," James has indicated. HUD7s plan- 
nhlg requirements and timetable "greatly overestimated" 
the "planning capacity" of the participating ~i t ies .~" 
Plans typically took longer than the single planning year 
to prepare in that cities were hampered by the complex- 
ity of objectives and their inexperience with the process. 

The initial planning requirements imposed by HUD 
were, in fact, quite demanding, utilizing a highly ration- 
alized, quantified "systems" approach. The process 
entailed three steps and required the production of three 
written documents at specified intervals: first, a descrip- 
tion, analysis, and ranking of problems and their causes, 
together with a determination of local objectives, strate- 
gies, and program approaches; second, a five-year state- 
ment of objectives and associated costs; and third, a 
detailed statement of First Action Year program plans 
and costs?06 The needed analytical capabilities sur- 
passed the capacities of most participants. Thus, while 
the first three communities studied by the MKGK team 
produced "creditable" documents, they had difficulty in 
following through on HUD's "rational planning ap- 
proach."307 Most of the ten second-round cities 
examined had difficulty analyzing the causes of prob- 
lems, in quantifying objectives and linking them to the 
problem analysis, and in defining a problem-solving 
strategy distinct from statements of goals and objec- 
tive~.~" Moreover, there were process deficiencies: 
participation by local agencies was more limited and less 
harmonious than HUD had desired, with most contribut- 
ing to the planning effort only when it touched directly 
on their concerns.309 An o v e ~ e w  volume concluded: 

Clearly, most cities had trouble responding 
to model cities planning and action year 
requirements. Most were clearly not able to 
follow HUD-defined criteria relative to the 
sequential ordering of the planning process. 
Many were unable to incorporate all but the 
most marginal types of planning analysis. 
Only relatively few were able to directly and 
easily relate their planning efforts to their 
program implzmentation activities and in the 
process meet "reasonable man" standards 

concerning coordination, innovation, mobili- 
zation of resources, citizen participation, and 
institutional change.3 ' ' 

Thus, the model cities planning process departed from 
the prescribed system, and from typical "ideal" forms 
which stress a high degree of centralized decision making 
and control. In practice, model cities planning was a 
form of negotiation: 

In most cities, the central model cities staff 
were arbiters, adjusters, seeking a way to 
remain viable by keeping as many of the 
competing parties as satisfied as possible - 
while keeping HUD satisfied as well. This 
process afforded a measure of "coordina- 
tion," more through the competitive mter- 
play of opposing interests than through any 
controlled process of allocational coor- 
dinati0n.j ' ' 

To some, the resulting "entrepreneurial" planning style 
seemed more realistic and effective than HUD's "sys- 
tems" approach? ' Steven A. and Judith L. Waldhorn 
described some successful CDA directors who were able 
to use the model cities program tactically, as a power 
resource: 

The CDA directors who utilize this approach 
use part of the model cities' planning vocab- 
ulary to influence bureaucrats intimidated 
by jargon, supply information and specific 
demands to citizens groups for them to use 
against vulnerable local agency heads, use 
the rhetoric of Federal program standards to 
require performance from state and local 
agencies, and use flexible supplemental 
money to  "buy into" the planning and 
delivery of other municipal services. Strate- 
gies are chosen for either programmatic or 
political reasons when they can provide a 
rationale for institutional change.3 ' 

Yet, even in more conventional terms, the model cities 
effort helped strengthen planning capabilities, however 
weak the first steps. Particularly important was the 
development of new linkages between physical aud 
social planning activities and the emergence of a greater 
commitment to the resolution of social problems by 
members of the planning profession and other local 
government officials. James notes that model cities 
"broke the ground" for better future planning?14 



Washnis found evidence of planning progress over the 
course of the program in several of the eight cities he 
studied: 

Cities like Dayton and Seattle have come a 
long way in five years, progress which would 
unlikely have taken place without the model 
cities and planned variations programs. Even 
Newark, in spite of its unusual problems, has 
made significant strides in bringing all plan- 
ning elements together and developing an 
overall city policy in human and physical 
development. Chicago has developed a city- 
wide social planning division, has combined 
the resources and planning capacities of the 
model cities and community action pro- 
grams, and, for the first time, has given 
serious consideration to the integration of 
human and physical planning in most city 
prograrw3 

While not all the cities studied showed as much 
improvement, these signs were encouraging. 

Use of Supplemental Funds. In a second respect, the 
model cities program functioned rather differently from 
the expectations of its authors. This pertained to the use 
of supplemental funds. These were initially intended to 
be used to finance only "new," "additional," and 
"innovative" activities for which Federal categorical 
assistance was not available. In fact, it was expected that 
categorical aid would provide the bulk of support for 
model cities programming, with supplemental funds - as 
the name suggests - simply supplementing these expend- 
itures. These intentions were not realized in most 
communities, and the supplemental funding became the 
heart of the model cities program. 

As originally conceived, supplemental grants would 
have supplied up to 80 percent of the non-Federal 
financial contribution ma& in connection with new 
Projects funded by the categorical grant program and 
obtained as a part of model cities activity. This 
Procedure, of course, would have prorided the partici- 
Pants with a very strong incentive for obtaining addition- 
al categorical aid."6 In fact, fiscal restrictions on the 
availability of categorical funding (attributed to the 
escalation of the Viet Nam conflict) and the increased 
number of participating cities prevented these intentions 
from being carried out. Instead, cities were permitted to 
include existing categorical programs, including categori- 
cal welfare grants, in the "base" which determined 
eligibility for supplemental aid? ' ' Available supple- 

mental funds were then allocated on the basis of a 
four-factor fund reservation formula, which weighed 
needs by reference to four level-of-poverty indi- 
cators? ' As a consequence, the primary incentive for 
seeking additional categorical funding was lost. 

This apparently had a substantial effect. The MKGK 
study of 11 first round cities found that their CDPs 
included from 11 to 72 specific projects. Supplemental 
funds were to provide as much as 90 percent of the 
dollar cost of these programs, depending upon the 
community; the average proportion was 55 percent.j ' 
The ten second-round communities examined proposed 
a similar number of projects, ranging from ten to 66. 
However, on the average, only slightly better than half 
of these projects were to receive any Federal categorical 
or local matching funds. Again, the proportiod varied, 
ranging from 12 percent of the projects to 100 percent 
in one community? 20 On the basis of this evidence, the 
MKGK study team concluded that few of the cities had 
even seriously entertained attempting to meet HUD's 
criteria relating to the mobilization of resources? ' 

The absence of incentives was a primary reason that 
communities failed to make extensive use of categorical 
grants. There were also several other obstacles to their 
employment. The MKGK study reports that the use of 
categorical funds was not perceived by the CDAs as 
being a hlgh priority within HUD; the planning process 
was, instead, the top concern. In most cases, the CDA 
was not itself an eligible applicant for program funds, 
and, in any case, HUD guidelines prohibited the CDAs 
from assuming operating responsibilities. However, the 
legally eligible recipients - local health, education, and 
renewal agencies, for example - were reluctant to 
"share" their access to categorical programs with the 
CDA, an attitude often reinforced by Federal agency 
officials. The CDAs, for their part, often hesitated to 
work with, and through, these more "establishment" 
oriented organizations. Finally, many of the CDAs 
lacked staff with the "grantsmanship" skills required to 
"chase down" categorical funds3 ' 
All of these considerations were aggravated by the 

real for sometimes, perhaps, assumed) lack of availability 
of grant funds. There were, in fact, a number of 
unsuccessful attempts made by model cities to obtain 
categorical grants; in nearly half of these, the chief 
obstacle reported was a lack of funds?2 There seemed 
to be a genuine limitation on the availability of new 
money for model cities-related activities in a number of 
the grant programs. However, Federal program managers 
were sometimes reluctant to offer what resources were 
available. Resistance was increased by the fact that the 
model cities planning cycles were "out of phase" with 



the categorical programs, and many of the projects 
proposed seemed of marginal 

The MKGK study also reports that many of the 
projects supported by the supplemental grants were not 
of a particularly "innovative" or unusual nature. Some 
65 percent of the projects in ten cities whose proposals 
were examined in detail could, theoretically, have been 
supported by existing categorical programs. However, 
many of these projects would not have met the 
"quality" standards imposed by Federal administrators. 
There were, also, other complicating sonsiderations. For 
example, many of the projects would have required 
funding by more than one categorical grant if funded 
categorically ? 

Determinants of Performance. The MKGK evalua- 
tions placed considerable stress on the differences in the 
ability of various model cities to meet the objectives set 
by HUD. Planning processes, they found, generally could 
be classified as fitting one of five basic patterns, termed 
"staff dominance," "staff influence," "staff-resident 
parity," "resident influence," and "resident domi- 
nan~e."~ These categories reflected the continuity 
and strength of interest in the program expressed by the 
local chief executive, and the "cohesiveness" (or unity) 
and "integration" (or experience) of the participating 
resident groups.' ' ' Generally, cities following a 
"parity" pattern - characterized by strong chief execu- 
tive leadership and a coherent, integrated citizen base - 
were more successful in meeting important model cities 
objectives than other communities: 

Cities in the parity system, apparently, were 
able to translate better than others, Federal 
mandates pertaining to coordination and 
resource mobilization/concentration. They 
were, for example, able to involve a greater 
number of agencies, for more than limited 
periods of time, in efforts to develop 
common strategies concerning planning pro- 
cesses and products. Subsequently, they 
were also able to project greater reliance on 
categorical programs as a proportion of their 
total b ~ d g e t . ~  

These observations were confirmed by other MKGK case 
studies and were supported by a subsequent quantitative 
analysis. This correlation study specifically suggested 
that the commitment of the chief executive to the 
program was a crucial determinant of its probability of 
success. The report argued: 

Given the experience of the model cities 
program, criteria governing Federal aid 
should lay greater stress upon identifying the 
degree of chief executive commitment, and 
should consider developing means to build, 
encourage, and reward strong chief executive 
~ornmitment.~ 

The Federal Response 

Evaluations subsequent to the Sundquist study also 
stressed the limited, poorly coordinated nature of the 
response made by the Federal government to the model 
cities program. In part, this criticism reflected the view 
that the funds provided were i n a d e q ~ a t e . ' ~ ~  More 
important, however, was HUD's inability to secure full 
cooperation from other Federal departments, especially 
in "earmarking" of program funds for use in support of 
local model cities activities. The Banfield report, one of 
the first to take up this theme, noted that "the Federal 
government did not live up to its promises:" 

The cities were led to expect that once the 
projects they proposed for their model cities 
neighborhoods had been agreed upon, all 
Federal programs would give those projects 
as much assistance as the law allowed. In 
fact, most of the Federal agencies have until 
recently given nothing more than lip service 
to the model cities idea? ' ' 

The report recommended that each "urban" Federal 
agency be directed to retain at least 25 percent of its 
discretionary grant funds for model cities use, and that 
model cities plans be accepted as the actual application 
for categorical funding? ' 

Later assessments make the same criticism. The 
GAO's 1972 study noted that the success of the model 
cities program depended upon the full commitment and 
continuous support of each participating Federal agency. 
However, its review showed that "the lack of adequate 
Federal coordination had plagued the program from the 

The MKGK studies describe the Federal 
response to the program as "at best a modest one," 
while Washnis indicates that a meaningful Federal 
commitment was "never there."' 34 

HUD, relying upon the coordinative authority confer- 
red by Section 1 O3(b)(Z) of the Bmonstration Cities 
Act, had sought some indication of the availability of 
categorical funds in other departments for model cities 
purposes as early as 1 9 6 7 . ~ ' ~  These efforts brought no 
direct response, but did lead to the signing of an 



interagency agreement establishing new coordinative 
machinery - a Washington Interagency Coordinating 
Committee and a network of Regional Interagency 
Coordinating Committees. Participants included repre- 
xntatives of HUD, HEW, DOL, OEO, Agriculture, 
'ustie, and Commerce, the agencies most directly 
involved in related activities.336 After failing to obtain 
fun voluntary cooperation from these other agencies, 
HUD turned to the White House for leadership and 
"Pport. The active intervention of a special assistant to 
fhe President led to the development of a fund reserva- 
tion In early 1969, the President also 

the Council on Urban Affairs, which was 
specifically charged with assisting the President in the 
development of a coordinated national urban polic~. 

body, which was superseded by the Domestic 
Council in July 1970, was a h  made responsible for the 
interdepartmental policies affecting model cities.jj8 
Yet, despite these new mechanisms and the expression 
~fpresidential concern, earmarkings of funds for model 
cities were m t e d .  HEW made the most substantial 
Commitment - about $65 million in f s a l  1969, the 
firat action year for many communities.339 It, also, 

a new organizational unit, the Center for 
Community Planning, to build closer links with urban 

aml developed a system of "CDA sign-offs" 
Providing for the certification of model cities-relatedness 
by CDA directors for its project grant applications. Yet, 
mtia Suggest that the amounts provided, less than 112 
Of One percent of the department's non-trust appropria- 
tion~ were comparatively small.3 

The GAO report examined the obstacles to coopera- 
tion in the three major grant-giving departments, Labor, 
OEO, and HEW. DOL, it noted, took the position that 
-rking was unnecessary, since the funds available 
t f i r~gh existing programs were an adequate contribu- 
'on. OEO did not wish to alter its own priority-setting 
System and methods of assistance, and, at any rate, 
kked necessary funds. While HEW supported the 
earmarking concept. it believed it had sufficient re- 
m"s available for only a smaller number of communi- 
ties.34 1 

An MKGK study of HEW'S efforts also identified 
internal organizational obstacles to the successN im~le-  
mntation of H W s  earmarking program. It found that 
model cities operated within HEW 

. . . in the context of a department which 
was a loose confederation of semi-auton- 
omous units with no functioning centralized 
authority. . . . The department had thereto- 
fore never functioned as a department: each 

unit acted on its own, according to its own 
prio~ities.~' 

Specific obstacles encountered included: 

1) the decentralization of program funding 
decisions among a Iarge network of pro- 
gram managers and  director^;^ 43  

2) the geographic centralization of such 
decisions in Washington, rather than in 
the regions, which could be in closer 
contact with the C D A S $ ~ ~  and 

3) the tradition of merit and competition in 
the awarding of discretionary grants.j 

Obstacles also confronted the CDA sign-off pro- 
cedure. Where the process worked well, it did encourage 
the participation of the CDA in project planning at an 
early stage; thus, the sign-off itself became perfunctory. 
However, these successes were achieved chiefly in 
communities which had already established cooperative 
working relations. In general, CDA involvement in HEW 
programs was "too little and too late," while regional 
reviews to ascertain that certification requirements had 
been complied with were normally perfunctory. The 
report argued that HEW had yet to put its own house in 
order in regard to the procedure, citing problems of 
communication and limited com~ni tment .~~ 

The GAO study also found weaknesses in the 
interagency committees established for coordinative 
purposes. The report noted disagreement about the roles 
to be played by Federal departments involved in the 
program, indicating an "apparent lack of coordination" 
between HUD and the other agencies.j4' The Regional 
Interagency Coordinating Committees served only as 
advisory bodies, since none of the participating depart- 
ments other than HUD had authorized their regional 
members to make specific project commitments. 
Commonly, the regional representatives lacked informa- 
tion about the availability of funds within their depart- 
m e n t ~ . ~ ~ *  The inability of regional offices to provide 
such information was viewed as one of the reasons that 
local CDAs had commonly relied upon supplemental 
rather than categorical a s s i~ t ance .~~  

State Participation. The access of model cities to the 
Federal grant system was also restricted by the fact that 
many programs (in the social welfare fields particularly) 
provide formula allocations to the states, rather than 
grants to local jurisdictions directly. Thus, state coopera- 
tion was essential, although the need for it had not been 
recognized when the model cities program was devel- 
oped.350 This oveEslght was recognized only after the 
program was in operation. 

The most important initiative toward greater state 



participation, was begun by HUD Secretary Romney in 
1969, the first year of the Nixon Administration. More 
than 30 states were awarded planning assistance grants 
to provide technical assistance to their CDAs and to 
coordinate and develop the state response to the 
program. This state liaison effort did prove valuable, 
particularly to some of the smaller local participatns.3 ' 

Lesser success was obtained in gaining state fmancial 
support for the program. A consultant's study indicated 
that the delivery of state-controlled project grant funds 
to model cities was expedited and increased. However, 
there were no instances in the 20 states studied in which 
formula-based grants were ~eallocated.~ 5 2  The report 
concluded that, "from the Federal perspective, tangible 
financial results of state involvement have been quite 
limited."3 

The report also indicated that model cities had 
offered few real incentives to the states for their 
participation, while there were important political and 
administrative obstacles to the redirection of state 
funds?" From the states' perspective, the evaluators 
concluded, more had been given to model cities than had 
been recei~ed.~ 5 5  

Planned Variations 

Planned variations was, as the name suggests, simply 
an "experiment within an experiment," a modification 
of model cities itself. However, the changes - which 
implemented some of the recommendations contained in 
the Sundquist, Banfield, and other reports - were the 
most important attempt to give the program the stamp 
of President Nixon's "New Federalism." Some observers 
called them the "most radical" of its expe~iments.~ IS 

There were three variations: 

a procedure for "chief executive review 
and comment" (CERC); 

0 the authorization to spend funds city- 
wide, rather than in limited poverty 
neighborhoods; and 

0 provisions for the minimization of Fed- 
eral administrative review, including the 
use of a system of waivers. 

These procedures were accompanied by grants to in- 
crease the planning and management capacity of local 
chief executives and additional supplemental funds to 
help support the expanded, city-wide programs. Twenty 
cities participated in planned variations, which was 
announced by the President on July 29, 1971, initially 
as a one-year demonstration. Sixteen "full variation" 

communities participated in all three aspects of the 
program; an additional four utilized the CERC pro- 
cedure alone. 

CERC, perhaps the most significant of the variations 
from a coordination perspective, offered the local chief 
executive an opportunity to review and comment upon 
most applications for Federal assistance made by agen- 
cies within his community. This system, entailed an 
important change in the process of Federal grant 
administration, and was intended to provide city mayors 
with a new power of some importance. Because of 
CERC's similarity to the A-95 review and comment 
procedure, it is examined in a separate section of 
Chapter V of this report. The impact of the other 
variations is discussed below. This account draws prima- 
rily upon an evaluation prepared by Marshall Kaplan, 
Gans, and Kahn after planned variations' fm t  year, as 
well as a shorter "interim" study issued in mid 1973. 

Reorganhtion and Planning. The planned variations 
demonstration was intended to enhance the capacity of 
recipient jurisdictions to plan for,and manage their local 
affairs. It is noteworthy, then, that most communities 
did take advantage of their additional fucal resources 
and new powers to  reorganize their planning and 
management processes. Generally, the cities placed 
responsibility for planned variations in a staff position 
close to the mayor or city manager; typically, chief 
executive control was greater than it had been with 
model cities?" All participants also made some 
changes in executive branch organization: by the end of 
the first year, three communities had created a new 
"Department of Community Development," charged 
with the coordination of model cities, urban renewal, 
parks and recreation, and other development activi- 
ties.3 '13 At the time of the second evaluation, a total of 
seven cities had begun such extensive reorganizations of 
their executive branch.359 Similarly, most of the cities 
took actions intended t o  increase the influence of the 
chief executive over the budget process, and 12 consoli- 
dated their planning and/or budget functions into a 
central office.360 The program also made possible 
increases in the size of the professional management, 
planning, and budget ~taffs .~" However, while the new 
budgetary procedures did help coordinate local budget 
requests and the use of Federal and state assistance, they 
stopped short of providing for a review of the budgets of 
independent local authoritie~.~ 6 Z  A brief GAO exarnina- 
tion of three variations cities also introduced a note of 
pessimism. It suggested that the variations cities had 
made meager progress in developing new comprehensive 
plans.36 



Citywide Model Cities. The provision for a "city- Some commentators have indicated that the targeting 
wide" program under planned variations was the greatest features of the original legislation had been counter- 
alteration in the model cities program itself. This change productive or ineffectual. As noted above, the Sundquist 
appeared to have a substantial impact. Yet, it fundamen- study recommended extending the program to all slum 
tally altered the program's character as a "target grant," neighborhoods. The MKGK evaluation reported that few 
moving it closer to the "block grant" model. This was, cities seriously attempted to concentrate resources in the 
of course, the intent of the new regulations. model neighborhoods, though they had not actually 

Full Variations Cities 

Butte 
Dayton 
Des Moines 
East St. Louis 
Erie 
Fresno 
Indianapolis 
Lansing 
Newark 
Norfolk 
Patenon 
Seattle 
Tampa 
Tucscon 
Wac0 
Winston-Salem 

CERC-Only Cities 

Houston 
Rochester 
San Jose 
Wilmington 

Table 7 

Planned Variations Cities and Funding, 
First Year 1972 

(In Millions of Dollan) 

Regular MC 
Funding 

$ 1.7 
2.9 
2.1 
2.1 
1.6 
2.8 
6.2 
1.9 
5.7 
4.5 
2.1 
5.2 
4.1 
3.1 
2.6 
1.9 

13.4 
3.0 
3.1 
1.7 

$71.7 

Total MC 
Funding 

$ 3.2 
8.1 
5.8 
5.9 
4.5 
7.7 

14.7 
5.2 

12.7 
12.5 
6.2 

10.4 
11.2 
8.6 
7.2 
5.2 

13.6 
3.2 
3.3 
1.9 

$151.1 



diverted funds to other areas? 64 Washnis argued that, 
while the targeting provisions had aided the poor, they 
had limited the ability to coordinate and to gain broad 
community support for the program. Thus, he believed 
that the planned variations approach was "more desir- 
able."3 ti 

According to the MKGK evaluation, 14 of the 16 
cities identified new target areas, greatly increasing the 
geographic scope of the program. These boundaries more 
than tripled the area included, and nearly tripled the 
population served by it. As a consequence, about 60 
percent of the poorest families were covered by model 
cities, as compared to only 25 percent prior to the 
expansion. In addition, nearly all of the cities established 
a greater number of programs of essentially citywide 
impact? 

With these alterations came changes in the objects of 
model cities expenditure. Most cities greatly increased 
the funding for physical, rather than social, development 
activities. These came to account for an average of 43 
percent of program funds, doubling the proportion in 
model cities? Overall, the communities identified 
expenditures relating to health - often drug abuse or 
health centers - as having the highest priority, followed 
by economic development, capital improvements such as 
streets or sewers, and housing.368 One commentator 
indicated that, in one of two communities he studied, 
the changes resulted in a reduced allocation of funds to 
projects of exclusive benefit to low-income groups. In 
that city, variations grants were used for such traditional 
but previously locally financed activities as park main- 
tenance, the construction of new sidewalks, and the 
purchase of street sweeping ma~hines.~ 

Simplification. The Banfield report had argued that 
the model cities program was overregulated, and recom- 
mended that the Model Cities Administration impose 
only certain minimal requirements relating chiefly to the 
targeting of funds, citizen participation, and plan prepa- 
ration: "beyond this it should not regulate the model 
citie~."~ 70 The third variation provided for the minimi- 
zation of review in model cities itself, as well as in other 
associated grant programs administered by HUD and 
other agencies. Regulations and memos were issued 
freeing the planned variations cities from certain model 
cities reporting requirements as well as administrative 
policies not strictly required by statute.j7' Cities were 
not to be required to submit detailed information on 
projects to be funded with supplemental gran k3 
Procedures were established for requesting waivers in 
other HUD programs, and variations cities were also 
made "targets" for participation in the department's 

"annual arrangnent~."~ 73 A memo from the assistant to 
the President for domestic affairs requested the 
cooperation of HEW, DOT, Labor, and the OEO in 
planned variations, including the waivers p r~g ram.~  74 

This policy of administrative simplification showed 
some impact when evaluated after the first year. The 
action proposals submitted by the variations cities were 
shorter and were subjected to less questioning than 
previously.3 75 Six of the cities reported that HUD's area 
and regional offices had reduced controls in other 
programs, while the same number noted improved 
responses from other Federal departments.376 Further 
gains were noted in the second e~aluation.~ 

Despite this, the waiver procedure - the most impor- 
tant effort to reduce red tape - produced slight effect. 
At the time of the formal evaluation, only HUD had 
instituted a waiver system; procedures for other depart- 
ments were still in draft stage.378 Just four of the 20 
cities sought any waivers during the first year; this 
number had increased to only seven by mid 1 9 7 3 . ~ ~ '  
While the remaining cities were aware of the program, 
they either felt no need to obtain waivers, were awaiting 
additional guidance from HUD, or believed that HUD 
would not, in fact,-respond to waiver requests. Of the 69 
waivers actually requested by the four cities, some 57 
percent had been fully or partially approved. Those 
denied were reported to have involved statutory require- 
ments or would have had the effect of increasing the size 
of grants?80 By far the greatest number of requests for 
waivers involved just two HUD programs: urban renewal 
and water and sewer grants. 

Overall, planned variations seemed to show some 
success as a means of building local managerial capaci- 
t,ies. The program was linked more closely to the chief 
executive, and was, in some cases, better integrated with 
other planning and development activities. The territor- 
ial expansion improved opportunities. for coordination, 
and brought services to a greater number of people. 
However, these effects were accomplished at the expense 
of some redirection of activity from social to physical 
development. Benefits to the poor, then, may have been 
somewhat reduced. 

As in model cities generally, a limiting factor was in 
the response of the Federal government. The waivers 
program in particular appeared to have slight impact. 

Conclusion 

The model cities program, in the judgment of most 
evaluators, produced certain significant benefits. It 
broadened the scope of municipal activity and helped 
develop and link social and physical planning. It, also, 



created a coordinative process in local government, 
bringing together officials, agencies, and citizens who 
had previously operated independently and autono- 
mously, and targeted some additional resources into 
Poor neighborhoods. There would appear to be wide- 
Wead agreement among analysts that model cities was 
an improvement over the narrow, isolated Federal 

which preceded it. 
Yet, these positive features, though important from 

the perspective of local governmental administration, do 
not relate directly to the issue of grant coordination and 
mistance management which is the major concern here. 
The central failure in model cities performance, by this 
hterion, was the inability to draw together and make 
fun use of the categorical programs of Federal aid, as 
Originally contemplated in the act. Heavy reliance was 
placed upon the use of supplemental funding for the 
execution of local projects. 

There were, however, major differences in perfom- 
an- among participating communities. A basic deter- 
minant of the ability to mobilize resources was the 
Political configuration of local planning processes and, in 
particular, the degree of support by the local chief 
executive for the program. In addition, large cities (as 
Well as the smallest ones) encountered greater obstacles 

coordinated program planning. 
Thus, the model cities experience disclosed but did 

"Of resolve the difficulties in coordinating and targeting 
aid through a planned, coherent program. Its 

Organizational and procedural innovations were insuf- 
ficient to overcome the tendency of categorical Pro- - and their funding agencies to function 
au tonOm~~ly .  The previous discussion has indicated 
Several reasons for this policy failure; however, two seem 
primary. First was the weakness of the incentive offered 
to CDAs to seek high levels of categorical assistance. 
Second, and perhaps even more important, was the 
limited commitment made by other Federal agencies to 
the success of the program. Major Federal departments 
&owed themselves unwilling or unable to respond to 
what had been proclaimed to be a new governmentwide 
redevelopment demonstration policy. To some degree, 
this may have reflected the absence of strong, contin- 
uous Presidential support.j8 Yet, it may be unrealistic 
to Premise a prwam's success on continuing Presiden- 
fial intervention, given the many demands placed upon 
his office. At any rate, it is clear that what was in tended 

a co~rdinating mechanism for all Federal assistance 
became, in most respects, simply one more Pro-, 
fhoQh one of exceptional social and political imPr-  
tance . 

In Practice, then, the model cities program came to 

approach closely -the concept of a block grant and its 
variant, special revenue sharing. Many of its strengths 
were those which are inherent in the block grant rather 
than target grant concept - functional flexibility, local 
administrative discretion, and centralized managerial 
control. Over the course of its development, model cities 
deemphasized or lost many of the features which had 
made it, in conception, unusual and distinctive. Its 
targeting features, seen by some as the most drastic of its 
innovations, were of steadily decreasing importance, as 
the size of model neighborhoods was permitted to 
expand.3 Similarly, the number of participating cities 
grew from the handful first anticipated to 150, also 
reducing the targeting of funds. Planning requirements 
were simplified or insufficiently executed, while some of 
the analytical and innovative features of the "demon- 
strations" were lost in favor of support for more or less 
commonplace local governmental operations. 

This was, of course, the intended result of the 
planned variations effort in particular, and was consist- 
ent with the philosophy of the Nixon Administration. 
However, it also seems noteworthy that some of these 
changes were begun before the end of the Johnson 
Administration or were recommended or supported by 
analysts with no special ties to the Nixon Residency. 
To a degree difficult to determine, then, they may 
represent the program's natural course of evolution, 
rather than the imposition of an altered program 

Moreover, a number of commentators, 
at the time of the bill's passage, viewed the program as 
essentially a block grant. One even called it an ingenious 
"means for making block grants to cities without calling 
them block grants."384 To some degree, then, the actual 
emphasis upon supplemental funding and the weaknesses 
of grant coordination procedures may have been par- 
tiany an ticipated. 

SUMMARY FINDINGS 

The experience with the three target grant pro- 
grams - community action, model cities, and 
Appalachia - left a mark on American government at all 
levels. The programs were among the most significant 
experiments in public policy of the 19609, and provide- 
probably for same time to come - the most important 
examples of attempts to induce planned, truly cornpre- 
hensive approaches to the use of Federal assistance in 
the performance of public anti-poverty and development 
functions. Hence, they offer some basis for a judgment 
about the continuing effort to improve coordination 
among categorical aids. 'Ihese programs also encouraged 
new perceptions of the limitations of improved coordi- 



nation as an administrative response to basic social 
problems. 

Various features common to the development and 
administration of the programs are summarized below. 

Common Features 

The most basic observation regarding all three target 
grant programs indicates their inability to draw together, 
meld, and coordinate - in short, to "target" - other 
Federal assistance program. None experienced more 
than limited success in this fundamental purpose. What 
Charles M. Haar has written of model cities applies to 
community action and Appalachia as well: these pro- 
gram disclosed the "obduracy of the categorical grant 
system," with the "abiding lesson" from the experience 
being the "repeated underestimation, during the 1960s, 
of the difficulties in changing the cateogrical grant 
system."' " The capacity for complex, fully coordinated 
administrative action among Federal agencies and the 
three governmental levels was tested and found to be 
limited. Consequently, many would now accept the 
admonition indicated by Frieden and Kaplan, again 
based u p  an assessment of the model cities 
experience: "If the designers of future urban policies 
take away any single lesson from model cities, it should 
be to avoid grand schemes for massive, concerted, 
Federal action."j a6 

The target grants did not fully conform with the basic 
conception behind them in a second respect as well. 
Each of the programs was intended to serve specific, 
restricted, target areas and populations. 

Yet, each was faced with the political need to 
generate widespread Congressional and popular support. 
This need brought pressures for expansion which 
reduced the programs' targeting effects and, in some 
cases, badly stretched available funds. 

In the instance of model cities, the program grew 
from the handful of demonstrations originally contem- 
plated to two rounds of awards involving 150 cities. 
Target neighborhood restrictions at the community level 
were progressively relaxed. The Appalachian region as 
initially defmd in the PARC report was far larger than 
the area of most severe distress, and it grew in size 
during Congressional debate and has grown somewhat 
since. Moreover, the political coalition building needed 
to secure passage of the ARDA led to the creation of 
Title V commissions elsewhere in the nation. Finally, 
more local "growth areas" have been recognized than 
purely economic criteria would suggest, and the pro- 
cedures for investment concentration have not been 
adhered to fully. The administrators of community 

action embarked on a nationwide program, rather than 
limiting participation to the most needy counties in each 
state, in part because of the need to maintain Congres- 
sional support. Yet, in the absence of large increases in 
appropriations, available funds were spread too 
thinly.387 It should be added that the programs 
achieved considerably more in other ways. Thus, com- 
munity action might be viewed as making a lasting 
contribution through the creation of such innovative 
programs as Headstart, and in the development of new 
advocacy and participatory mechanisms. The ARC 
improved Appalachia's road network, upgraded other 
facilities and services, and stimulated new planning 
processes at the state and substate levels. Similarly, 
model cities expanded the capacity of urban govern- 
ments to provide social services and to execute complex, 
integrated programs. StiU, certain significant objectives 
were not generally achieved. 

Other common features in the administration and 
development of the target grant programs are sum- 
marized below. The obstacles to their success as grant 
management systems are stressed. A following section 
briefly describes the currents in planning and administra- 
tive thought which were prompted in considerable part 
by the weaknesses in these programs. 

F e d d  %unity. A major limitation of all three 
programs was their inability to induce cooperation 
among the various affected Federal departments. While a 
considerable range of organizational and procedural 
innovations was utilized, none proved effective. Eval- 
uators have stressed the limited cooperation obtained by 
OEO and HUD in the administration of the community 
action and model cities programs. The ARC'S efforts at 
influencing other Federal agencies also met with little 
success. 

These events highlight the perennial force of the 
"functional fiefdoms" in the Federal government. They 
suggest the difficulty - perhaps the impossibility - of 
achieving concerted action by a wide range of agencies, 
each of which is limited by its own organizational needs, 
bureaucratic traditions and procedures, internal ad. 
ministrative weaknesses, and separate legislative 
authorizations. 

Federal disunity, in turn, badly undercut coordinative 
efforts at the recipient level. Planning organizations 
could neither guarantee nor prohibit access to the range 
of funds made available through other Federal agencies. 
Thus, the most important inducement to cooperative 
local program planning was lost. 

inadeqite 'Iheory. Observers report that those in- 



Wved in the formulation of the target grants - 
community action most particularly - gave inadequate 
attention to the means by which coordination could be 
achieved. No reasoned theory was propounded; co- 
ordination was apparently equated with communication 
and cooperation, and was thought to be attainable 
through voluntary action. Sundquist notes that the 
authors of the Economic Opportunity Act devoted 
much attention to how coordination might be achieved 
in Washington, but not at the community level.388 
Sanford Kravitz, who was a member of the task force 
which first outlined the community action concept, 
indicates that the members had some doubts about the 

of local decision structures based on consensus, 
but none raised the issue openly.389 Derthick has 
described local community action and model cities 

as well as the Appalachian Regional Commis- 
sion, as "catalysts," organizations with limited resources 
which accomplish their purposes by affecting others.3 9 0  

However, just how changes were to be induced has never 
been worked out reali~tically.~ ' 

These weaknesses suggest that a realistic concept of 
Coordination was and is needed. Pressman and Wildavsky 
argue that the power component must be recognized: 

The word "coordination" has a deceptively 
simple appearance. . . . A should facilitate B 
in order to achieve C.. . . If we relax the 
assumption that a common purpose is in- 
volved, however, and admit the possibility 
(indeed, the likelihood) of conflict over 
goals, then coordination becomes another 
term for coercion. Since actors A and B 
disagree with goal C, they can only be 
LL 
coordinated" by being told what to do and 

doing it. Coordination thus becomes a form 
of power.3 

bg Difficulties. Comprehensive planning proved 
be technically much more difficult to perform than 

had been anticipated. The CAAs made but beginning 
The Appalachian states did better but, at least in 

the early years, too often relied upon consultants or 
'0~0wed other procedures not consistent with good 
planning practice. Model cities' complex "system" plan- 
"tlg requirements clearly overtaxed the analytical CaPa- 
bb i e s  of most of the participating jurisdictions. 

The problem arose, in part, because there were no 
of the kinds of planning which the Programs 

Indeed, whether truly comprehensive 
planning is technically feasible remains a matter of 
&pute. In the 196@, tM planning field was just 

emerging from the preoccupation with civic design and 
physical order which had marked its origins. There were 
few examples of the social (or social and physical) 
planning desired in community action and model cities, 
and there was no generally accepted theory of economic 
development to guide the Appalachan program's efforts. 
The highly qualified manpower needed to develop new 
techniques was in short supply; and the place of 
planning in participating state and local governments was 
not always secure or situated close to authoritative 
decisionmakers. 

Differences in Performance. Each of the programs 
showed marked differences in operations and accom- 
plishment from one locale to another. Thus, procedures 
which worked well in some cases were not satisfactory 
elsewhere. For example, the commitment of the Appala- 
chian governors to the success of the ARC'S program 
differed from state to state. CAAs varied in political 
style, objectives, and in the manner in which they were 
regarded by other local agencies and officials. 

These variations have been analyzed most carefully in 
relation to model cities. Studies showed that success in 
grant coordination and mobilization depended to a 
considerable extent upon the political commitment of 
the local chief executive. This variable, of course, was 
not susceptible to direct manipulation from the Federal 
level. Hence, the achievement of certain national goals 
depended heavily on the vagaries of local politics. 
Analysis also suggests the importance of another vari- 
able, city size, and indicated that the obstacles to 
effective coordination in the largest cities were formid- 
able indeed. 

Limited Constituency. The restriction of the target 
grant programs to limited areas appeared to reduce the 
interest of policy officials in their operation. In this 
respect, the targeting provisions hampered the attain- 
ment of coordinative objectives. Gubernatorial involve- 
ment in the Appalachian program has been restrained by 
the fact that the program serves only a portion of the 
participating states. Mayoral interest in, and community- 
wide support for, model cities was weakened by its 
neighborhood focus, while state participation was 
limited, in part, because the program's narrow con- 
stituency was unimportant in state politics. 

Time b r e s .  Achievements were hampered by the 
political necessity of attaining positive results in a short 
period of time. Such pressures were particularly marked 
in the case of community action. The one-year planning 
period originally contemplated was not included in the 



final legislation, owing to a desire for prompt action. 
Impatience with local program development led to the 
imposition of national priorities just at a time (according 
to one evaluator) when community efforts were be- 
coming productive. Community action itself was largely 
supplanted by model cities only two years after its 
initiation. That program included the one-year planning 
period which had been 'omitted from community action, 
but it was apparently insufficient: few CDAs were able 
to complete their plans within that time. Similar 
pressures faced the ARC. During its "quick start" 
period, grants were awarded without regard for "growth 
center" criteria in order to bring attention to the new 
P~''gram- 

The experience of model cities and the ARC indicates 
that planning and managerial improvements may be 
brought about by continuing Federal assistance and 
pressure, but that results are achieved over a period of 
years, not months. Major social changes, of course, 
cannot be expected without even longer-term commit- 
ments. The rapid succession of complex, new policy 
iriitiatives ignored the need to develop recipient man- 
agerial capacities and "overloaded the ~ystem."~ ' 

Realignment of Power. Community action and the 
Appalachian program both vested major responsibilities 
in new, special purpose organizations. These were 
outside the normal framework of government opera- 
tions. Yet, over time, both have seen a realignment of 
power in a manner which has increased the authority of 
general purpose governmental bodies. The ARC has 
become an instrument for enhancing rather than sub- 
ordinating the participating states. No attempt has been 
made to impose a 13-state regionwide plan, and the 
states have received increased authority to set their own 
priorities. The "Green Amendments" to the Economic 
Opportunity Act granted local and state governments 
the right to designate community action agencies and 
increased official participation on CAA boards. The state 
role in community action was considerably enhanced 
under the Nixon Administration, while many OEO 
programs were "spun off' to other agencies. Model 
cities, in many ways community action's successor, had 
a distinctly pro-municipal orientation from the first. 
However, this received additional emphasis in later years. 

model cities programs initially ignored this feature of 
intergovernmental aid, and, for that reason, had difficulty 
in securing full state support for their objectives. The 
Appalachian program provides for direct participation 
by state governors in program decisions and involves 
local governments through areawide local development 
districts. This is one of the most positive features of its 
unique "partnership" approach. Its success here, how- 
ever, may, in some degree, reflect the fact that the 
region it serves contains few major metropolitan areas or 
large, sophisticated urban g~vemments.~ 94  

Interprogram Conflict. While the target grants were 
intended to improve coordination among the many 
categorical programs, each of them actually stimulated a 
certain amount of additional interprogram conflict. 
Thus, one of the difficulties encountered in the first 
years of the ARC was the need to reconcile its programs 
with those of the Office of Economic Opportunity and 
the Economic Development ~dministration.~ 
Similarly, the coordination of community action with 
model cities was a continuing problem in many 
locales.' In Washington, a variety of agencies, con- 
veners, and councils, each with a general coordinative 
mandate in a broad sphere, pursued contracting 
strategies. 

Conflicting Purposes. While coordination was an 
important objective of all three programs, it was, in no 
case, the exclusive aim. Other purposes existed and some 
tended to become more important as time passed. The 
presence of conflicting responsibilities was among the 
factors which made coordinative activity difficult. This 
weakness, in turn, encouraged stress on other areas. 
Thus, objectives were transformed. 

Two such conflicts stand out. First, the strong 
emphasis on neighborhood participation which emerged 
in some communities under both community action and 
model cities lessened capabilities in the grants manage- 
ment area. Even more important was the tension 
between coordination and program operations. Eval- 
uators of the OEO-community action experience in- 
dicate that a concern with program operations precluded 
attention to coordination. Derthick believes that the 
ARC'S limited coordinative successes encouraged it to 
concern itself chiefly with the administration of its own 
 program^.'^' Sundquist, in a commentary based upon 

S m w  "0s -rdination of the fd range evalutions of action and model dtiea, 
of Federal assistance requires the involvement of both stressed the need for the sparation of 
state and local pvernments. While aid propams from at both the national lWal levek.3 9 8  
operate on a direct Federal-local basis, most assistance is 
allocated to state governments or to local governments Chaqes m Bnadth. A final point, in which the 
indirectly through the states. The community action and records of the various target grants are different, rather 



than similar, pertains to the breadth of the functional 
responsibilities supported by each. Here, the experience 
of community action may be contrasted with model 
cities and Appalachia. 

Community action initially stressed funding flexi- 
bility to meet the needs of locally initiated projects. 
However, restrictions were instituted by the OEO and 
later the Congress which had the effect of "categorizing" 
much of the available money. The ARC program 
developed in the opposite direction with separate grant 
docations being merged under the procedures for a 
Single state allocation. Thus, the program now aP- 
Proaches the block grant concept. Model cities retained 

broad functional scope throughout the demonstration 
P ~ ~ g r a m  

These changes, of course, have implications for block 
administration. Community action shows that the 

as well as the responsible administrative agency 
mY "categorizew the use of funds when it finds reason 
to be dissatisfied with local decision processes. Federal 

in this instance were used to protect the 
Program in the face of political controversy. On the 
Other hand, the ARC and model cities experience 
"dicates that such restrictions are by no means an 
inevitable stage in the evolution of such programs. 

hterpetations of these differences must be, of 
c O u a ,  somewhat speculative. However, it would appear 

model cities and the Appalachian program were able 
build a much stronger protective constituency, which 

cenkred on city mayors and state governors respec- 
tively. Community action bypassed local as well as state 
governments - a policy which created much opposition- 
By stressing citizen participation, it became identified 
Wh a "politics of confrontation" which lacked wide- 

support. 

The Limits of "coordination" 

The weaknesses as well as the positive features in 
these programs, and other concurrent governmental 
events, have spawned innovations in administrative 

Like the New Deal and Second World War, the 
expansion of governmental activity during the 1960s 

into government men seeking new approaches 
and fresh ideas. For many, the decade ended with a 
fteb of disillusion and dissatisfaction. This prompted 

in traditional perspectives. Much of the recent 
in public administration, planning, and political 
has str-d the inherent limits to co~rdinative 

The effkacy and even desirability of planned, 
coordinated, comprehensive approaches to 

p o b  making and the provision of services have been 

No unified reformulation of traditional theory has 
been developed. Yet, common to most of these con- 
temporary critiques are one or more of the following 
three propositions: 

1. The social theory upon which the demand for 
coordinated services rested was faulty and 
suggested benefits through "targeting" which 
cannot be attained. 

2. "Coordination" is an essentially conservative 
strategy, and, as such, is often an alternative to 
the development of more far reaching social 
and institutional reforms. 

3. Planning and administrative theories centered in 
the concept of coordination fail to recognize 
the extreme pluralism in American government 
and politics. 

Each of these propositions is examined below. 

To some, of course, these thoroughgoing reappraisals 
seem unnecessary. The modest achievements of the 
target programs, it is argued, simply suggest the Imita- 
tions of the Federal commitment - financial, and also 
political - made to them. From this perspective, the 
Wet Nam conflict-which absorbed many of the re- 
sources which could have been directed to these social 
ends - is viewed as the chief "enemy" of the "Great 
so~ie ty ."~  

James L. Sundquist, whose work was cited repeatedly 
in the case studies above, has approached this problem 
from an historical perspective. He compares the critical 
judgments bemg offered m early 1970s with those 
which followed the fmt "New Deal" experiments. In his 
view, "pump priming" was not able to show its potential 
until the really massive expenditures made necessary by 
the Second World War. The experience of the 19609 was 
similar. 

Now we're in the same position, it seems to 
me, on social planning. We had a kind of 
1933-type crescendo in the 1964 to 1965 
period. We launched the War on Poverty and 
started out on an urban program and went 
forth with model cities and the whole 
battery of 400 other categorical programs. 
Five years later people are saying: it didn't 
work, planning is a failure, government 
intervention is a failure. I wonder if it isn't 
the same kind of situation, where the answer 
is that we didn't have intervention on a 
massive enough scale.4 O O 



The question, then, is whether the cup is half full or 
half empty - whether the limited achievements of the 
programs suggest the possibility of greater ones with 
additional effort or the need for wholly new strat- 
egies?'' This judgment remains, in part, a matter of 
ideology or faith.' ' 

Many analysts offer a more fundamental critique with 
the charge that the conceptual basis of the programs was 
inadequate. One goal was to obtain, through a concen- 
tration of investments, a greater impact than had been 
possible through separate programs. That this was not 
achieved may reflect an inadequate understanding of 
basic social processes. Liebman summarizes this point: 

Some efforts remained beyond the state of 
the art. For example, the model cities 
program was based on the premise that while 
physical slum clearance projects and social 
service programs were each of some value, 
combining the two - targeting physical and 
social improvements on the same individ- 
uals - would have benefits beyond the sum 
of what the separate expenditures normally 
achieved. This synergistic effect did not 
occur, and, in retrospect, there seems no 
reason except hope for having believed that 
such an effect could be brought about.'03 

Some other commentators agree. Lawrence D. Brown 
argues that the "area of overlap" among urban services 

. . . is much smaller than an uncritical read- 
ing of the literature on interdependence or a 
naive adherence to the cycle of poverty 
model would seem to ~uggest.'~' 

In this view, coordination within such specific fields as 
health care is more often important to improving the 
circumstances of the poor than coordination between, or 
among, the various fields. 

This criticism shades into another and raises the 
argument that coordinative policies reflect political as 
well as conceptual inadequacies. Coordination is seen as 
a conservative strategy in that it preserves existing 
jurisdictions, organizations, and their services. Thus, the 
quest for coordination legitimizes the activities of 
already active agencies, may lead to  a reduction in 
competition among them, and detracts attention from 
more radical, but politically difficult, redistributions of 
wealth, authority, and power.4 ' Warren writes: 

. . . there is a tendency for "coordination" 

to  displace other possible strategies for a 
more effective engagement with the city's 
social problems. In the juvenile delinquency 
field, in the manpower field, in the alcohol- 
ism and drug addiction field, in the mental 
illness field, it is easy to make the illogical 
jump from noting that ameliorative efforts 
are ineffective and that they are unco- 
ordinated to  the assumption that existing 
services would constitute an adequate ap- 
proach to such problems if they were only 
sufficiently coordinated? ' 

Similarly, James Q. Wilson argued that a central dif- 
ficulty of model cities in original concept was that it 
accepted traditional techniques already proven to be 
inadequate. Thus, the program was 

. . . an effort to improw on old programs, 
not by changing them or by substituting a 
wholly new strategy, but by creating a new 
apparatus to show how, by "coordination" 
(that is, more administration), the job 
[could] be done better.' '' 

Other writers stress the poor fit between traditional 
organizational thought and the pluralistic patterns of 
American politics. Rondinelli notes that from the 
"traumatic" experience of the decade of the 1960s 
emerged a "painful lesson" for planners: 

. . . the most widely accepted principles and 
assumptions of American planning theory 
proved inadequate to meet the complexities 
of implementing urban and regional develop 
men t policy ? ' 

Planners were, he believed, misled by the focus of 
administrative theory on hierarchical organization and 
centralized co~rdination.~ ' These "principles" did not 
conform to the complex political and organizational 
environment in which the "Great Society" programs 
operated: 

Urban and regional development planners 
found that rational principles did not work 
in a pluralistic political environment. Prob- 
lems were multiple and conflicting, goals of 
region al decision-making organizations 
amorphous and vague, alternative courses of 
action uncertain and risky, costs and bene- 
fits value-laden and unquantifiable. Urban 



and regional development decisions are 
actually made by numerous pubii'c and 
private organizations - with differing if not 
conflicting goals - which only consent to be 
coordinated, despite legislative and executive 
mandates, when they perceive it to be in 
their own interests? ' O 

A number of commentators suggest that the root 
causes of the coordination problem lie outside the 
administrative sphere, and hence are not susceptible to 
managerial solutions. Responsibility lies in the legislative 
Process and, beyond that, in unreconciled differences of 
values in society-at-large. More authoritative national 
policies, rather than procedures for administrative c0- 
ordination, are demanded. Harold Seidman concludes a 
di~cussion of coordination issues by noting that the 
search for better coordinative machinery distracts atten- 
tion from the more fundamental need to set priorities: 

Layers of coordinating machinery can con- 
ceal, but no cure the defects and contra- 
dictions in our governmental system. The 
problems that must be solved by urban 
America in the 1970s are of such magnitude 
that we no longer can afford indis- 
criminately to fritter away our human and 
material resources in the effort to pacify 
competing and conflicting group interests. If 
we want coordination, we must first agree 
on our national gods and priorities and 

FOOTNOTES 

commit. the resources required for their 
accompli~hment.~ ' ' 

Daniel P. Moynihan, who played a major role under 
President Nixon in the advocacy of the Family Assis- 
tance Plan and a national urban policy, attributes much 
of the dissatisfaction which accompanied the efforts at 
social improvement in the 1960s to the stress upon 
individual programs? ' In the anti-poverty field 
specifically, he argues that an "extraordinary commit- 
ment" was made in "too fragmented" a fashion: "In 
effect, a collection of programs was put together and it 
was hoped that these would somehow add up to a 
policy. I don't believe they did."4 ' 

Similar, but more pessimistic, is the judgment offered 
by Martha Derthick. She argues that the true source of 
"coordination" problems 

. . . is the heterogeneity of opinions and 
interests in American society, and the open- 
ness of government to a variety of in- 
fluences-an openness that is not matched, 
and never can be, by the capacity of 
government to rationalize and make consis- 
tent either legislative or administrative 
acts? ' 

From these comments, it is clear that the target grant 
experience, along with other contemporary events, 
forced a reconsideration and, for many, a reassessment 
of traditional management objectives. The ensuing 
debate has done much to illuminate the complexities of 
intergovernmental administration and programming. 
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Federal Efforts To 
Standardize and Simplify 

Assistance Administration 

By the mid 1960s, the categorical grants system was a 
prototype of a clumsy and burdensome! governmental 
process. "Red tape" complaints were directed at the 
growing number of categoricals, each with its own 
guidelines and administrative requirements. Although 
state and local grant recipients needed and appreciated 
the benefits of Federal money, they increasingly re- 
sented Federal intrusiveness and onerous administrative 
demands. As mounting social and fmal pressures caused 
state and local governments to turn more and more to 
Washington for financial assistance, they became in- 
creasingly entangled in a web of requirements and 
procedures. Wary Federal program managers, often 
responsible for implementing statutes with vaguely 
specified Congressional intentions, protected themselves 
by imposing additional administrative requirements de- 
signed to  assure grantee accountability (i.e., tight 
st rings). 
This chapter deals with Federal efforts to streamline 

grant administrative processes and improve communi- 
cations with state and local government grant recipients. 
Historical factors which shaped the development of 
administrative procedures and the grant management 
difficulties of the early and mid 1960s are presented as 
background for the reform efforts of the past ten years. 
Legislative and executive efforts to rationalize, standar- 
dize, and simplify assistance administration are de- 
scribed, and the current status and results of those 
efforts are evaluated. 



ORIGINS OF ADMINISTRATIVE 
REQUl REMENTS 

While in 1950 Federal grants-in-aid to state and local 
governments amounted to about $2.5 billion, by 1969 
they had multiplied to over $20 billion, distributed 
through a multiplicity of categorical grants and two 
block grants. Over a five-year period in the mid 1960s, 
the number of categoricals more than doubled - from 
160 in 1962 to 379 in 1967. Applicants and recipients 
of these Federal aids frequently faced a maze of 
different procedures for applications, plans, accounting 
systems, reports, and audits. 

This socalled Federal red tape, while unprecendented 
in scope and complexity, was not a new phenomenon. 
Its origins can be traced back to the first grant program 
in 1785  when Congress (still acting under 
the Articles of Confederation) passed the Northwest 
Ordinunce. This act provided grants of Federal land to 
every township in the Northwest Territory for use in 
establishing public schools. The pattern for land grants 
for higher education was established in 1787 in the Ohio 
Territory. Three quarters of a century later, the Morrill 
Act was enacted to  provide grants of land' to  each state 
for the endowment of at least one college. Certain 
administrative requirements were attached to these early 
land grants. The governor of each state was to  report on 
the amounts and use of the money raised from the sale 
of the land. States were also required to report on the 
progress of any colleges established. 

Other early administrative requirements grew out of 
initial efforts to assist agricultural experimental stations. 
The first program of this type under the Hatch Act of 
1887 required annual financial reports from the states. 
Subsequent acts provided for Federal audits. The Smith- 
Lever Act of 1914, which established programs for 
agricultural extension work, required Federal approvd 
of state plans. 

These acts established precedent for the administra- 
tive attitude that when the Federal government granted 
funds to the states, the money was not a gift. The 
grantor had the right and even the responsibility to  
exercise some control. During hearings on the Smith- 
Lever bill, the point was made that supervision of grants 
by postaudit was inadequate. Consequently, the pro- 
gram required the submission of a detailed plan in 
advance for Federal approval, introducing an important 
new dimension into the grantor-grantee relationship. 

In 1916, the Federal Aid Road Act was passed 
appropriating $50 million for the first year and adding 
$5 million each year for five years until it totaled $75 
million a ~ u a l l y .  These funds were to  be distributed 

among the states for the construction of rural post 
roads. Provision was made for Federal approval and 
supervision of the projects, and the regulations called for 
the creation of a department of highways in each state 
to administer the program. This requirement set a 
precedent for Federal influence on state governmental 
structure. The "single state agency" requirement (under 
which a state is required to establish or designate a single 
state agency to administer or supervise the administra- 
tion of a grant program) was established in a number of 
later grant programs. The hlghway grant program was 
the first Federal aid program to be stringently supervised 
with an administrative process which included advance 
examination of projects, detailed progress reports, audit 
of expenditures, and inspection of the completed project 
to ascertain that the plans had been followed. 

Some of the administrative conditions attached to use 
of grant funds were statutory, while others were created 
by agency regulations. Both kinds usually varied from 
program to program. Consequently, as the number of 
categorical grants increased, implementation at the state 
and local levels became increasingly complex. Recipients 
began more and more to question the necessity and 
utility of many of the administrative requirements 
imposed on them 

PRE-REFORM CONDITIONS 

As indicated in Chapters I, ZZ, and V ,  in the mid and 
late 1960s the '~ederal grant system came under heavy 
attack from many quarters. Surveys of five states 
conducted by management and organization staff of the 
Bureau of the ~udget: ACIR's 1967 study: the 
"Creative Federalism" hearings of the Senate Sub- 
committee on Intergovernmental ~elations? visits to  40 
states by teams of "Flying Feds" under the Office of 
Intergovernmental Relations in the Vice President's 
Office and later under OMB? and other investigations 
revealed a range of intergovernmental frictions arising 
from the recent proliferation of categorical grants. 

The Bureau of the Budget's intensive surveys of five 
states6 found that 

. . . major problem were facing all levels of 
government in trying to administer new 
grant-in-aid and loan programs. Most of 
these problems resulted from the prolifera- 
tion of narrow and complex categorical 
grant and loan programs, some of which 
actually overlapped and many of which were 
interrelated. In mid 1966, it was evident that 
the existing system was overly complex, 



resulting in an excessive number of mall 
grants, making it difficult for applicants to 
keep track of available aid and put together 
related pieces, and causing unbalances in 
state and local programs because of the 
pressure to go for the "easiest" money. 
Federal planning requirements, the requisite 
for many forms of aid, likewise had become 
over complex, fragmented, and, in some 
cases, inconsistent. Severe shortages of qual- 
ified personnel hurt efforts in many many 
areas. Federal coordination was also being 
hampered by the lack of consistency in 
regional boundaries and office locations, 
lack of delegations of authority and poor 
communication. Delays in appropriations 
contributed to a worsening situation. 
Further, the fragmentation of authority at 
the state and local level, the hostility be- 
tween states and cities, and the general 
problem of inadequate revenues added other 
dimensions to the difficulties being faced. 

Among the most vexing causes of intergovernmental 
frictions, at least from the perspective of state and local 
government grantees, were the complex and excessive 
administrative requirements and procedum attached to 
categorical grants. In 1966, when the Council of State 
Governments (CSG) surveyed state budget officers on 
their experience with Federal grants-in-aid, they found 
numerous examples of administrative procedures and 
requirements which impeded rather than facilitated the 
achievement of program goals.7 A general lack of 
administrative consistency was one of the chief sources 
of state officials' complaints. The CSG study identified 
the followinn specific problem areas: 

detailed, diverse, burdensome reporting 
requirements, 
detailed and inconsistent planning re- 
quirements not linked t o  implementation, 
varkd and confusing cost allowances, 
arbitrary costsharing practices, 
burdensome and disparate accounting 
requirements, 
separate bank accounts requirements, 
slow reimbursement 
delayed audits and long duration of 
record storage, 
separate state agency requirements, and 
lack of information relevant to  state 
budgeting and planning. 

In an earlier study, i?ae Federal System as Seen by 
State and Local  official^,^ .more than half of the 
responding county officials, city managers, and mayors 
indicated that administrative requirements attached to 
grant programs frequently hampered the flexibility and 
operations of local government. 

The grants administration "horror stories" of the 
1960s have been well documented. The chairman of the 
Federal Assistance Review (FAR) steering group prob- 
ably epitomized them in one simple anecdote: 

I was in one of your accounting units in the 
basement of a city hall a few months ago 
looking at the accounting system - and it 
was really pretty distressing, because those 
poor people down there, who really ought to 
be working on the city accounting system to 
modernize it, to make it do what the mayor 
and the department heads need it to do to 
make it responsive to management - instead 
of doing that, they were having to try to  
accommodate themselves and their records 
to  a whole range of different Federal 
accounting requirements. They couldn't do 
any of them very well because they didn't 
have the resources. And in this particular 
community, 10 percent of the revenues were 
coming from the Federal government, but 
about 80 percent of their fiscal systems 
effort was going into the non-productive 
effort of trying to keep a number of 
different accounting breakdowns for the 
Federal government? 

The most frequently recurrent causes of complaint 
were the lack of timely information; burdensome appli- 
cation, reporting and accounting requirements; confu- 
sion about allowable costs and cost sharing standards; 
long delays in communicating policy decisions; time- 
consuming application processes; and inconsistencies in 
procedures and requirements. The following paragraphs 
provide illustrations of some of these shortcomings. 

Lack of Timely Information 

In CSG's 1966 report, Michigan reflected the views of 
most states in complaining about the lack of timely 
information for many new programs regarding applica- 
tions, accounting, limitations on the use of funds, and 
reporting procedures. A 1966 survey of city managers, 
revealing the type of problems most troublesome to 
local government administrators, also stressed the need 



ORIGINS OF ADMINISTRATIVE 
REQUl REMENTS 

While in 1950 Federal grants-in-aid to state and local 
governments amounted to about $2.5 billion, by 1969 
they had multiplied to over $20 billion, distributed 
through a multiplicity of categorical grants and two 
block grants. Over a five-year period in the mid 1960s, 
the number of categoricals more than doubled - from 
160 in 1962 to 379 in 1967. Applicants and recipients 
of these Federal aids frequently faced a maze of 
different procedures for applications, plans, accounting 
systems, reports, and audits. 

This so-called Federal red tape, while unprecendented 
in scope and complexity, was not a new phenomenon. 
Its origins can be traced back to the first grant program 
in 1 7 8 5  when Congress (still acting under 
the Articles of Confederation) passed the Northwest 
Ordinance. This act provided grants of Federal land to 
every township in the Northwest Territory for use in 
establishing public schools. The pattern for land grants 
for higher education was established in 1787 in the Ohlo 
Territory. Three quarters of a century later, the Mom71 
Act was enacted to  provide grants of land' t o  each state 
for the endowment of at least one college. Certain 
administrative requirements were attached to these early 
land grants. The governor of each state was to  report on 
the amounts and use of the money raised from the sale 
of the land. States were also required to report on the 
progress of any colleges established. 

Other early administrative requirements grew out of 
initial efforts to assist agricultural experimental stations. 
The first program of this type under the Hatch Act of 
1887 required annual financial reports from the states. 

Subsequent acts provided for Federal audits. The Smith- 
Lever Act of 1914, which established programs for 
agricultural extension work, required Federal approval 
of state plans. 

These acts established precedent for the administra- 
tive attitude that when the Federal government granted 
funds to the states, the money was not a gift. The 
grantor had the right and even the responsibility to  
exercise some control. During hearings on the Srnith- 
Lever bill, the point was made that supervision of grants 
by postaudit was inadequate. Consequently, the pro- 
gram required the submission of a detailed plan in 
advance for Federal approval, introducing an important 
new dimension into the grantor-grantee relationship. 

In 191 6, the Federal Aid Road Act was passed 
appropriating $50 million for the fust year and adding 
$5 million each year for five years until it totaled $75 
million annually. These funds were to  be distributed 

among the states for the construction of rural post 
roads. Provision was made for Federal approval and 
supervision of the projects, and the regulations called for 
the creation of a department of highways in each state 
to administer the program. This requirement set a 
precedent for Federal influence on state governmental 
structure. The "single state agency" requirement (under 
which a state is required to establish or designate a single 
state agency to administer or supervise the administra- 
tion of a grant program) was established in a number of 
later grant programs. The highway grant program was 
the fust Federal aid program to be stringently supervised 
with an administrative process which included advance 
examination of projects, detailed progress reports, audit 
of expenditures, and inspection of the completed project 
t o  ascertain that the plans had been followed. 

Some of the administrative conditions attached t o  use 
of grant funds were statutory, while others were created 
by  agency regulations. Both kinds usually varied from 
program to program. Consequently, as the number of 
categorical grants increased, implementation at the state 
and local levels became increasingly complex. Recipients 
began more and more to question the necessity and 
utility of many of the administrative requirements 
imposed on them. 

PRE-REFORM CONDITIONS 

As indicated in Chapters I, 11, and V, in the mid and 
late 1960s the '~ederal  grant system came under heavy 
attack from many quarters. Surveys of five states 
conducted by management and organization staff of the 
Bureau of the ~ u d ~ e t :  ACIR's 1967 study,3 the 
"Creative Federalism" hearings of the Senate Sub- 
committee on Intergovernmental ~e la t ions?  visits t o  4 0  
states by teams of "Flying Feds" under the Office of 
Intergovernmental Relations in the Vice President's 
Office and later under OMB,' and other investigations 
revealed a range of intergovernmental frictions arising 
from the recent proliferation of categorical grants. 

The Bureau of the Budget's intensive surveys of five 
states6 found that 

. . . major problems were facing all levels of 
government in trying to  administer new 
grant-in-aid and loan programs. Most of 
these problems resulted from the prolifera- 
tion of narrow and complex categorical 
grant and loan programs, some of which 
actually overlapped and many of which were 
interrelated. In mid 1966, it was evident that 
the existing system was overly complex, 



resulting in an excessive number of small 
grants, making it difficult for applicants to 
keep track of available aid and put together 
related pieces, and causing unbalances in 
state and local programs because of the 
pressure to  go for the "easiest" money. 
Federal planning requirements, the requisite 
for many forms of aid, likewise had become 
over complex, fragmented, and, in some 
cases, inconsistent. Severe shortages of qual- 
ified personnel hurt efforts in many many 
areas. Federal coordination was also being 
hampered by the lack of consistency in 
regional boundaries and office locations, 
lack of delegations of authority and poor 
communication. Delays in appropriations 
contributed to  a worsening situation. 
Further, the fragmentation of authority at 
the state and local level, the hostility be- 
tween states and cities, and the general 
problem of inadequate revenues added other 
dimensions to the difficulties being faced. 

Among the most vexing causes of intergovernmental 
frictions, at least from the perspective of state and local 
government grantees, were the complex and excessive 
administrative requirements and procedures attached to  
categorical grants. In 1966, when the Council of State 
Governments (CSG) surveyed state budget officers on 
their experience with Federal grants-in-aid, they found 
numerous examples of administrative procedures and 
requirements whch  impeded rather than facilitated the 
achievement of program A general lack of 
administrative consistency was one of the chief sources 
of state officials' complaints. The CSG study identified 
the following specific problem areas: 

detailed, diverse, burdensome reporting 
requirements, 
detailed and inconsistent planning re- 
quirements not h k e d  t o  implementation, 
varied and confusing cost allowances, 
arbitrary costsharing practices, 
burdensome and disparate accounting 
requirements, 
separate bank accounts requirements, 
slow reimbursement 
delayed audits and long duration of 
record storage, 
separate state agency requirements, and 
lack of information relevant to  state 
budgeting and planning. 

In an earlier study, The Federal System as Seen by 
Stare and Local  official^,^ .more than half of the 
responding county officials, city managers, and mayors 
indicated that administrative requirements attached to 
grant programs frequently hampered the flexibility and 
operations of local government. 

The grants administration "horror stories" of the 
1960s have been well documented. The chairman of the 
Federal Assistance Review (FAR) steering group prob- 
ably epitomized them in one simple anecdote: 

I was in one of your accounting units in the 
basement of a city hall a few months ago 
looking at the accounting system - and it 
was really pretty distressing, because those 
poor people down there, who really ought to 
be working on the city accounting system to 
modernize it, to make it do what the mayor 
and the department heads need it to do to 
make it responsive to management - instead 
of doing that, they were having to try to 
accommodate themselves and their records 
to a whole range of different Federal 
accounting requirements. They couldn't do 
any of them very well because they didn't 
have the resources. And in this particular 
community, 10 percent of the revenues were 
coming from the Federal government, but 
about 80 percent of their fiscal systems 
effort was going into the non-productive 
effort of trying to  keep a number of 
different accounting breakdowns for the 
Federal government.9 

The most frequently recurrent causes of complaint 
were the lack of timely information; burdensome appli- 
cation, reporting and accounting requirements; confu- 
sion about allowable costs and cost sharing standards; 
long delays in communicating policy decisions; time- 
consuming application processes; and inconsistencies in 
procedures and requirements. The following paragraphs 
provide illustrations of some of these shortcomings. 

La& of Timely Information 

In CSG's 1966 report, Michigan reflected the views of 
most states in complaining about the lack of timely 
information for many new programs regarding applica- 
tions, accounting, limitations on the use of funds, and 
reporting procedures. A 1966 survey of city managers, 
revealing the type of problems most troublesome to  
local government administrators, also stressed the need 



for timely information on new programs.1° Again, in 
the 1967 "Creative Federalism" hearings before the 
Senate Subcommittee on Intergovernmental Relations, 
the states' need for grants-related information was 
identified as a major problem area." Finally, the 
Bureau of the Budget surveys found grant information a 
special problem for small communities because of less 
adequate staff resources to search out information and 
greater inaccessibility to agency sources.' 

This lack of timely information following the enact- 
ment of new programs often caused uncertainty for 
recipients. For example, a year after Title XIX of the 
Social Security Act (Medicaid) was enacted, states had 
received only a proposed draft copy of an administrative 
handbook. The formal handbook to be issued by the 
Bureau of Farmly Services was supposed to contain 
administrative regulations and interpretations to guide 
states in preparing plans that would meet Federal criteria 
for obtaining Federal sharing of costs of the state 
programs. Lack of this material complicated and re- 
tarded preparation of meaningful budget requests and 
appropriations.' 

Another facet of the information gap was the lack of 
state knowledge about Federal programs and funds 
coming into their jurisdictions. As the flow of Federal 
funds increased, such information was needed for state 
budgeting and planning. In 1969, an assistant to the then 
Governor of Illinois remarked: 

At any given moment, no one knows for 
sure exactly how or where Federal money is 
being spent in the state . . . or for what it is 
being spent.' ' 

Three types of information problems were apparent: 

lack of organized and easily accessible 
information on available programs and 
funding levels, 
lack of timely information related to the 
administrative requirements for new pro- 
grams, and 
lack of Federal-state grant activity infor- 
mation as input for state budgeting and 
planning. 

Application Process Delays 

"Reducing time needed for processing applications" 
was identified by Federal agencies working with the 
"Flying Feds" as one of seven troublesome areas in grant 
administration.'' The city managers' survey and the 

"Creative Federalism" hearings similarly established that 
the slow processing of grant applications was presenting 
problems for state and local governments. The project 
application experience of one state dealing with the 
National Highway Safety program illustrates the situa- 
tion from the recipient's perspective .' 

A project application was submitted to the National 
Highway Safety Bureau's (NHSB) regional office for an 
initial review. Within two weeks it was forwarded to the 
bureau's Washington office. After about a month had 
passed, the applicant asked NHSB's regional representa- 
tive for information about Washington's review of the 
project. The usual reply was that (1) the project was in 
technical review, (2) it was in financial review, (3) it had 
been sent forward with a recommendation for approval 
or non-approval, or (4) additional information was 
requested. The applicant became seriously concerned, 
when after two months, further inquiries met with the 
same answer as the original request for information. He 
took matters into his own hands and, after informing the 
regional representative, contacted the Washington office 
directly, usually finding that the project application had 
been put aside for some unspecified reason. Delays of 
four months were not considered unusual. 

The Bureau of the Budget reported that six months 
to  a year delays were encountered. Several local officials 
expressed the view that they would rather be promptly 
turned down than have to spend months in futilely 
pursuing project applications.' ' 

Reporting Requirements 

Frequency of reporting, requirements for excessive 
detail, and unexpected requests for information were 
major problems associated with reporting requirements. 
In the CSC study, Colorado alleged that the Department 
of Labor required excessive reporting for the InSchool 
Work Training Program of the Economic Opportunity 
Act. Monthly invoices and reports from a large number 
of school districts had to be processed by the state 
agency. Kentucky pointed out that frequently requests 
were made for data to be given in a specific form not 
anticipated at the beginning of the report period. 

New York State grappled with a more complicated 
problem. Under the Vocational Education Act of 1963, 
funds were appropriated for six major purposes - 
secondary education, presecondary education, adult 
education, education of the handicapped, construction 
facilities, and ancillary services. Federal regulations, 
however, required annual reports of expenditures not 
only according to these categories but also by sub- 
program areas - such as agriculture, distributive educa- 



tion, fishery, home economics, health, office technology 
and trades, and industry within each of the six major 
purposes. This meant that 54 individual fiscal reports 
had to be prepared and filed each year regarding the 
expenditure of funds under the Vocational Education 
Act at both the state and local levels. Satisfying this 
requirement involved considerable staff time. 

Confusion Over Costs 

Issues which meant more or less money for the 
grantee were particularly sensitive. Definition of cost- 
sharing terms and confusion over allowable costs were 
such issues. State and local grantees were disturbed by a 
multitude of seemingly arbitrary and varying adminis- 
trative interpretations. 

For example, the Bureau of Family Servias of HEWS 
Welfare Administration maintained that the states had 
wide latitude in deciding how the programs were to  be 
organized and administered. However, the interpreta- 
tions of the bureau itself began to greatly restrict this 
"wide latitutde." Some states considered unreasonable 
and restrictive Federal administrative labeling of certain 
position classifications as entitled to 75 percent Federal 
sharing in costs versus 50 percent cost-sharing for all 
other positions. In one state, a specialized unit staffed 
by lawyers was used to obtain child support from 
deserting parents. The state's past experience indicated 
that lawyers were more effective in this assignment than 
sodal workers. Yet, Federal administrative interpreta- 
tion determined that the state was entitled to 75 percent 
of administrative costs if social workers were employed 
and only 50 percent for lawyers.' 

Federal agencies were, themselves, sometimes un- 
certain about the application of cost concepts. Washing- 
ton State submitted a cost allocation plan to  obtain 75 
percent Federal matching in its aid to families with 
dependent children services program. After a delay of 
approximately a year and a quarter, they were told that 
because of a Federal administrative interpretation con- 
trary to a former understanding, the state would not be 
entitled to  several hundreds of thousands of dollars in 
Federal sharing of costs that it had relied on.19 Such 
situations indicated the need for clarification of cost 
principles in intergovernmental agreements. 

and other states maintained that attempts to reorganize 
state administrative agencies were frustrated in part 
because of this requirement. Hawaii and Wisconsin also 
alleged that desirable organizational changes were simi- 
larly hampered.20 

Sometimes, eligible recipients lost out on funding 
opportunities. Public junior colleges were eligible for 
funds under Titles V and XI1 of the National Defense 
Education Act and the Vocational Education Act of 
1963. However, the statutes required the aid programs 
to be administered by the state department of educa- 
tion. In Georgia, higher education institutions were not 
under the state department of education. Because of 
that organizational separation, the participation of 
junior colleges in these programs in Georgia was quite 
limited.' ' 
Slow Reimburrernent 

Delays in transfer of committed funds also caused 
grantee problems. Federal funding of the construction of 
the University of Kentucky Medical Center is a classic 
"horror story." The center was completed before it 
received any of the grant funds which were to  aid in its 
construction.? 

FEDERAL RESPONSE TO PROBLEMS 

In response to the growing intergovernmental fric- 
tion, the Federal government took steps to rationalize, 
standardize, and simplify administrative procedures 
applicable to grant programs. It also moved to improve 
communications with state and local governments on 
matters relating to implementation of those programs. 
Action accelerated in the "Creative Federalism" of the 
later years of the Johnson Administration and intensi- 
fied in the "New Federalism" under President Nixon. 

On the legislative front, Congress enacted the Inter- 
governmental Cooperation Act of 1968 and in 1969 
established the Commission on Government Procure- 
ment. lhough the latter focused on procurement pro- 
blems, it was inevitably drawn to an examination of 
closely related problems of grant management. On the 
administrative front, a series of interagency efforts was 
the major vehicle for attacking many of the points of 

federal Influence on State Organization irritation in the grants administration system. These 
included preeminently the Federal Assistance Review 

Single state agency requirements frequently found in (FAR), the Planning Assistance and Requirements Co- 
Federal grant-in-aid legislation and regulations, particu- ordinating Committee (PAW), the Joint Financial 
lady for the public assistance titles of the Social Security Management Improvement Program, and the Interagency 
Act, also were a source of state dissatisfaction. Oregon Audit Standards Work Group. 



l ntergovemrnental Cooperation Act of 1968 

The Intergovernmental Cooperation Act of 1968 
(ICA)? represented the first Congressional effort specif- 
ically aimed at improving the administration of Federal 
grant-on-aid programs. The act addressed itself to a 
number of problems identified in previous studies and 
hearings. The main provisions included: 

Governors and state legislatures are to be 
informed of grants-in-aid coming into 
their states. 
States no longer need to keep Federal 
grant funds in separate bank accounts. 

0 Federal grant agencies are to schedule the 
transfer of funds to states so as to 
minimize the time elapsing between dis- 
bursement and use. 
The agencies are to coordinate functional 
planning requirements under separate 
Federal assistance programs so as to 
incorporate them into local and regional 
comprehensive planning efforts. 
The President is to establish rules and 
regulations to govern the formulation, 
assessment, and review of Federal grant 
programs with areawide significance to 
the end that the programs promote sound 
and orderly development. Review of 
projects is to be based on concern for 
seven criteria (land use, natural resources 
conservation, balanced transportation 
systems, adequate recreation and open 
space, historic and natural beauty site 
protection, properly planned community 
facilities, and high design standards). 

ICA expressed Congressional intent to strengthen 
state and local generalists and general purpose govern- 
ments vis-u-vis the functional specialists and special 
purpose governments by providing the generalists an 
expanded grants review mechanism by emphasizing their 
need for grants information for their own budgeting and 
planning processes, and by requiring preference for 
general purpose units of government in the granting of 
Federal loans and aids. 

Federal Assistance Review (FAR) 

One year after the passage of the ICA, the Federal 
Assistance Review (FAR) program was organized at the 
direction of President Nixon to move ahead in the 

direction established by the ICA. The FAR program was 
conducted by OMB and the agencies of the Domestic 
Council - the Departments of Agriculture, Commerce, 
HEW, HUD, Interior, Justice, Labor, Transportation, the 
Office of Economic Opportunity, the Environmental 
Protection Agency, Small Business Administration, Civil 
Service Commission, General Services Administration, 
and Office of Intergovernmental Affairs. It initiated a 
three-year effort to decentralize, standardize, and 
simplify the Federal grants system. Based on earlier 
studies and recommendations of the Bureau of the 
Budget, the FAR team proposed and the President 
directed establishment of ten standard regions and 
headquarters cities which applied to 75 regional Federal 
agencies and b~ reaus .2~  In each of the ten regions, 
Federal Regional Councils were formed consisting of 
representatives of seven agencies.? Other agencies 
participate on an ad hoc basis when problems arise 
affecting their programs. The President designates the 
council chairmen and established an Under Secretaries' 
Working Group for Regional Operations to provide 
policy direction from Washington. The Federal Regional 
Council facilitates handling major grant problems that 
involve more than one department at the regional level. 

The major thrust of the FAR program was to place 
greater managerial responsibility upon state and local 
governments while standardizing and simplifying proce- 
dures and regulations. The 13 participating Federal 
agencies joined in an unprecedented effort to cut red 
tape?6 Within each agency, internal improvement 
programs began concentrating on the following major 
goals in addition to  common regional boundaries and 
Federal Regional Councils: 

simplifying and standardizing admini- 
strative procedures, 
reduction in processing time, 

0 greater reliance on state and local govern- 
men t decision making, 
decentralization, 
consistency of procedures, 
joint funding simplification, 

0 grant consolidation and improved inter- 
program coordination, and 
implementation of the Intergovernmental 
Cooperation Act.  

Under guidance of this program, agencies began reducing 
the stacks of paperwork they had imposed on state and 
local governments. Later, they started to abandon some 
of their complex procedures and multiple layers of 
review, approval, and audits. 



Planning Assistance and Requirements 
Coordinating Committee (PARC) 

The FAR program spawned several task forces. One 
such group, the Planning Assistance and Requirements 
Coordinating Committee (PARC), worked on inter- 
agency standardization of procedures and regulations to 
achieve greater consistency in the planning area. 

The PARC Committee was originally established by 
HUD in 1967 to  coordinate and monitor planning 
requirements and planning assistance programs. Under 
the FAR program the committee was divided into two 
task groups, both of which were directed to report 
through the PARC Committee. The Interdepartmental 
Task Group on Planning Assistance Grant Programs 
focused on the substance of Federal planning programs 
with a view to clarifying planning goals, eliminating 
duplication, and simplifying the 36 different types of 
planning grants then available from 11 sources. The 
Planning Requirements Task Group was directed to 
study and make recommendations for simplifying and 
rationalizing plan requirements attached to grant pro- 
grams. Both groups completed their reports in 1970. 

Joint Financial Management Improvement 
' Program (JFMIP) 

The Joint Financial Management Improvement Pro- 
gram was a governmentwide cooperative effort of 
Federal agencies begun in 1948 to promote the con- 
tinued development and use of improved fmancial 
management systems in planning and controlling the use 
of Federal funds. The Comptroller General, the Secre- 
tary of the Treasury, the Director of the Office of 
Management and Budget, and the Chairman of the Civil 
Service Commission provide leadership for the program 
in a cooperative working arrangement with all other 
agencies. In 1969, the program undertook a study of 
grants-in-aid, producing a number of recommendations 
for simplifying and improving the financial management 
of grant programs. The project involved a review of the 
requirements and procedures in effect for accounting, 
auditing, and fmancial reporting under grant programs. 

Interagency Audit Standards Work Group 

As the number and complexity of governmental 
programs grew, public officials, legislators, and the 
general public became more concerned about the proper 
use of governmental funds. There was an increasing 
interest in whether governmental programs were being 
conducted efficiently, effectively, and economically. 

More emphasis was being placed on expanding the scope 
of governmental audits and avoiding costly duplication 
of audit efforts. The Interagency Audit Standards Work 
Group addressed the need for intergovernmental audit 
standards. It included representatives from GAO, HEW, 
OMB, Commerce, Agriculture, HUD, OEO, DOT, Labor; 
advisory members from state and local governments; and 
university consultants. The work of the group culmina- 
ted in GAO's publication in 1972 of Standards for Audit 
of Governmental Organizations, Programs, Activities and 
Functions . 

Commission on Government Procurement 

The Commission on Government Procurement was 
created by Congress in 1969~ '  with membership from 
the legislative and Executive Branches and the general 
public. It employed professional staff to collect and 
analyze information about procurement regulations and 
practices. Because of the importance of Federal aid 
activities and the uncertainty of their relationships to 
procurement, the commission conducted a limited 
review of Federal grant assistance. The purpose was to 
ascertain the significance, if any, of the interchangeable 
use of grants and contracts and of the degree to which 
procurement rules and regulations are, or should be, 
applied to grant-type assistance. 

The commission found considerable confusion in the 
relationships among the Federal government, con- 
tractees, and assistance recipients. It  suggested legislation 
to clarify the distinction between the contract and 
assistance relationships and among the different types of 
assistance. The commission also urged that a study be 
undertaken of the feasibility of developing a system of 
guidance for Federal assistance programs. 

In short, the Federal government responded to the 
administrative growing pains of the intergovernmental 
grants system with a battery of legislative and executive 
efforts to standardize and simplify administrative proce- 
dures and improve intergovernmental communications 
of grant-related matters. Spearheading and overseeing 
the overall effort for the Administration was OMB, 
which had the leading hand in organizing the various 
interagency bodies as well as participating in their work. 
With its central management responsibility, OMB under- 
took other administrative reform activities, many of 
which were designed to  implement sections of the 
Intergovernmental Coopemtion Act of 1968. 

The principal instruments for carrying out the legisla- 
tive and administrative efforts to streamline the grants 



administration process were a group of administrative 
circulars, in most cases issued initially by OMB with 
responsibility later transferred to GSA but in January 
1976 returned to OMB. Except for the work of the 
Procurement Commission, and the Congressional and 
Executive Branch action that followed it, these circulars 
are the major focus of the remainder of this chapter. 

CLARIFYING GRANT AND PROCUREMENT 
RELATIONSHIPS 

From its limited review of grant assistance, the 
Commission on Government Procurement concluded 
that inconsistencies in terminology and use of incorrect 
instruments contribute to  the general confusion in 
dealing with grants and contracts.29 Three basic causes 
were identified: 

inappropriate and interchangeable use of 
grants and contrpcts, 
failure to recognize that there is more 
than one kind of grant-type relationship 
or transaction, and 
lack of governmentwide guidance for 
assistance relationships and transactions. 

Federal Grants: "The Present Situation" 

The commission reached its conclusions on these 
causes from a detailed examination of conditions found 
in the Federal grant system. The conditions it found 
included: 

The term "grant" has no single or precise 
meaning. "Grant" transactions range 
from simple to complex. Grants are used 
by some agencies, such as HUD, the 
National Institutes of Health, and the 
National Science Foundation, to support 
research and demonstration projects re- 
quiring little or no agency involvement or 
direction. On the other hand, an agency 
such as the Urban Mass Transportation 
Administration of DOT exercises as much 
or more control over its grants, which it 
calls "grantcontracts," than is customary 
in many procurements. 

The term "grant-in-aid" originally was 
used to describe grants to state and local 
governments, but now it is also used to 
describe grants to different types of 

recipients. Usually it is associated with 
assistance programs of the formula type 
of HEW and DOT. 

Grants and contracts are used inter- 
changeably (within and among agencies) 
for the same types of projects. Inter- 
changeability is most widespread when 
significant agency involvement occurs 
during performance of assistance activi- 
ties. In such cases, the "older" agencies, 
such as AEC~O and NASA, tend to write 
complex grants. The National Science 
Foundation and others do both. 

Some agencies use grants to avoid the 
requirements, such as advance payments 
justifications, which apply to contracts. 
Some use more grants in June to obligate 
funds before the end of the fiscal year 
because grants are quicker to process. 
Some program officials responsible for 
negotiating and administering grants, but 
not contracts, tend to shift to contracts 
when they are busy in order to place the 
load elsewhere. These practices may give 
Federal agencies administrative discretion 
not intended by Congress. 

Wide variations exist in agency adrnini- 
strative involvement in similar types of 
projects. For example, EDA closely moni- 
tors construction under its grants; HEW 
tries to do so but does not always 
succeed. OEO claims that it does not have 
the staff to worry about construction 
under its grants. 

The tendency of the Executive Branch to 
either over or under administer grant- 
type programs is generally recognized. 
OMB is quoted concerning the excessive 
controls, clearances, and other impedi- 
ments to grant administration. GAO and 
Congressional committees, on the other 
hand, voice concern about under- 
administration of grant programs. Too 
much, too little, or the wrong kind of 
Federal involvement evidences uncer- 
tainty regarding the relationship of the 
government and recipients in many of 
these programs. 



Grant-type assistance instruments exhbit 
wide variations in agency requirements. 
The instruments of some agencies ex- 
plicitly cover particular subjects; others 
do not. 

A comparison of clauses ordinarily used 
in procurement contracts with those com- 
monly employed in grant-type instru- 
ments reveals that statutory authoriza- 
tions for grant-type assistance seldom 
require clauses such as Buy American, 
Walsh-Healey, Davis-Bacon, and Convict 
Labor. In the absence of governmentwide 
use of such clauses, some agencies are 
using them in grant instruments even 
though their utihty in most such instru- 
ments is doubtful. In addition, some 
program authorizations contain require- 
ments such as Davis-Bacon , although the 
organic statutes do not apply the require- 
ment to grant-type transactions. 

The commission found that the problems stemmed 
from Congressional as well as administrative action. 
Enabling and appropriation statutes for grant programs 
cause confusion and lack consistency in requirements, 
terminology, amount of detail, and emphasis. They are 
inconsistent in specifying circumstances under which the 
use of grants is required. Agencies usually prefer using 
grants for transactions that require little agency involve- 
ment or participation during performance, but many 
grant-authorizing statutes require the use of grants, even 
though the programs demand substantial agency involve- 
ment during performance. By mandating use of grants in 
such cases, the statutes are a major source of govern- 
mentwide inconsistency and uneven management affec- 
ting Federal grant-type assistance. 

The commission also found uncertainty as to the 
respective roles of the grantor agency and grant re- 
cipient. Agencies often do not know to what extent 
Congress expects Federal control of, or participation in, 
a program, or the extent to which the agency or its 
officials will be held responsible for activities of recip 
ients. Program administrators therefore understandably 
tend to  protect themselves by imposing excessive re- 
quirements, thereby diminishing the recipient's flexi- 
bility to use the assistance effectively. 

Recipients reflect the uncertainty at the Federal level. 
When they must deal with different requirements of 
different agencies, they are uncertain of their role and 
responsibilities in complying with Federal procedures. 

Procurement Commission Recommendations 

Based on these conclusions the Procurement Com- 
mission made two recommendations, identified as F-1 
and F-2 in its report: 

F-1. Congress should enact legislation to (a) distin- 
guish assistance relationships as a class from procure- 
ment relationships by restricting the term "contract" to 
procurement relationships and the terms "grant," 
"grant-in-aid," and "cooperative agreement" to assis- 
tance relationships, and (b) authorize the general use of 
instruments reflecting the foregoing types of relation- 
ships. 

F-2. The Office of Federal Procurement Policy 
should undertake or sponsor a study of the feasibility of 
developing a system of guidance for Federal assistance 
programs and periodically inform Congress of the 
progress of this study. 

Earlier in its report, the commission had recom- 
mended the establishment of an Office of Federal 
Procurement Policy (OFPP) to serve as an Executive 
Branch focal point for developing greater governmental 
uniformity in procurement policies. Congress established 
such an office in a 1974 statute (P.L. 93400). OFPP is 
located in OMB but reports directly to Congress and 
receives its budget directly from that body. The office 
has the power to call on all Executive Branch procure- 
ment people to support its operations. Directives issued 
by OFPP supersede procurement policy issued by any 
other agency. 

OFPP is given six comprehensive assignments by law: 

1) to establish a system of coordinated, 
and to  the extent feasible, uniform procure- 
ment regulations for the executive agencies; 

2) to establish criteria and procedures for 
an effective and timely method for involving 
the viewpoints of interested parties in the 
development of procurement policies, reg- 
ulations, procedures, and forms; 

3) to monitor and revise policies, regula- 
tions, procedures, and forms; 

4) to promote and conduct research in 
procurement policies, regulations, procedure 
and forms; 

5) to establish a system for collecting, 



developing, and disseminating procurement 
data which takes into account the needs of 
Congress and the Executive Branch and the 
private sector; and 

6) to recommend and promote programs 
of the Civil Service Commission and ex- 
ecutive agencies for recruitment, training, 
career development, and performance eval- 
uation of procurement personnel. 

A Suggested Typology 

Elaborating on its recommendation with respect to 
procurement and assistance relationships, the commis- 
sion suggested consideration of three types of instru- 
ments: contracts, grants, and cooperative agreements. 
The distinctions among the three kinds of instruments 
are illustrated in Figure III-I, and their characteristics are 
suggested in Table III-1. 

Essentially, procurement is differentiated from assis- 
tance mainly on the basis of purpose : procurement is for 
the purpose of purchasing a product or service for 
Federal use; assistance is to support or stimulate 
recipient activity. Procurement is by contract; assistance 
is by grant or cooperative agreement. The distinction 
between assistance by grant and by cooperative agree- 
ment is chefly governed by the degree of government 
involvement in the relationship between the Federal 
government and the recipient during performance. The 
commission suggests that where such involvement is 
minimal the grant instrument be used, and where it is 
significant the cooperative agreement is appropriate. 

Proposed Legislation 

Legislation to  carry out recommendations F-1 and 
F-2 of the Procurement Commission's report was intro- 
duced in the Senate in 1974 by Senator Chiles for 
himself and Senators Roth, Muskie, Gurney, and Brock 
(S. 3514). In the House, H.R. 9060 covering recom- 
mendation F-1 and H.R. 9059 covering F-2 were 
introduced by Congressman Holifield for himself and 
Congressman ~ o k o n .  Committee hearings were held on 
S. 3514 in the Senate and on H.R. 9059 in the House. 

As passed by the Senate, sections 4, 5, and 6 of S. 
35 14 implemented the Procurement Commission's 
recommendation F-1 and generally reflected the com- 
mission's suggested typology for differentiating procure- 
ment contracts, grants, and cooperative agreements. The 
intent was to require that the legal instruments employ- 

Figure 111- 1 

Procurement Com.mission's Proposed Model 
for,Selection of 
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Source: Report of the Commission on Government P m  
cumment, Vol. 3 (Washington, D.C.: U.S. Government 
Printing Office, 1972) p. 166. 

GRANTS 
(or gantsin-aid) 

ed in transactions between Federal agencies and non- 
Federal recipients of awards reflect the basic character- 
istics of the relationship established. On the issue of 
"substantial involvement" - the factor which dis- 
tinguishes cooperative agreements from grants - the bill 
made the Executive Branch responsible for developing 
necessary guidelines. 

Section 7(a) authorized each executive agency em- 
powered by law to enter into contracts, grants, or 

COOPERATIVE 
AGREEMENTS u 



Table 111- 7 

ITEM 

Purpose 

Governing 
Principles 

Basis for Award 

Government 
Involvement During 
Performance 

Right to  Change 

Right to  Terminate 

Procurement Commission's Suggested Classes of 
Procurement and Assistance ~elationshi~s 

and Suggested Characteristics 

Assistance Procurement 

Grants Cooperative Agreements Con tracts 

Support or stimulation of Support or stimulation of Purchase of product or 
recipient activity recipient activity service for Federal use 

Assistance guidance Assistance guidance Procurement regulations 

Technical competition or 
formula award, need, etc. 

Little or none (e.g., rou- 
tine agency approvals; stan- 
dards for costs, procure- 
ment, etc.) 

Grantee 

Grantee 

Technical competition or Maximum technical and price 
formula award, need, etc. competition 

Substantial (e.g., monitoring Varying degrees (whatever is 
to enable agency to  give speci- necessary) 
fied substantive approvals, 
or assist or advise) 

Mutual agreement Government 

Either party Government 

Source: Report of &e Commission on Government Procurement, Vol. 33 (Washington, D.C.: U.S. Government Printing Office, 
1972) p. 167. 

cooperative agreements to use whatever instrument is 
appropriate. The purpose of the authorization was to 
overcome the problem many agencies face if their choice 
is statutorily restricted to a particular instrument. 

Section 8 mandated a study of Federal assistance 
programs. Unlike recommendation F-2 of the Procure- 
ment Commission report, which asked that the Office of 
Federal Procurement Policy undertake or sponsor the 
study, this section mandated the Director of OMB, in 
cooperation with the executive agencies, to undertake 
the study. The study was to develop a better understand- 
ing of alternative means of implementing Federal assis- 
tance programs and determine the feasibility of develop- 
ing a comprehensive system of guidance for Federal 
assistance programs. 

The Senate Committee on Government Operations 
report on S. 3514 noted that witnesses supporting the 
bill included representatives of business, universities, the 
legal profession, state governments, and the General 
Accounting Office. It reported that only the represen- 

tatives of executive agencies and the Florida budget 
officer 

. . . did not feel the bill was a constructive 
and positive beginning step toward resolving 
some of the confusions that exist in Federal 
procurement and assistance activities . . . 
(they) supported the mandate for a study of 
Federal assistance programs but felt that the 
criteria for distinguishing between the uses 
of type of contracts, grants, and cooperative 
agreements should await the completion of 
the study.3 ' 

In a letter to then Chairman Ervin of the Senate 
Committee on Government Operations several months 
after the hearings, OMB repeated the Administration 
view that the study called for in section 8 of S. 3514 
should be completed before Congress established by 
statute distinctions among contracts, grants, and co- 



operative agreements. OMB said it was exploring the 
possibility that the proposed study need not be limited 
to a feasibility probe, as provided by Section 8, but 
could build upon the system of grants administration 
already in use; and, thus, a more comprehensive system 
could be de~eloped.~ 

S. 35 14, the Federal Gmnts and Cooperative Agree- 
ment Act of 1974, passed the Senate without dissent in 
October 1974. The House took no action, feeling that 
further consideration should wait until 1975. On Apnl 
15, 1975, Senator Chiles introduced S. 1437, virtually 
identical to S. 3514, and this time was joined by 
Senators Weicker, NUM, Brock, Roth, Muskie, Glenn, 
Moss, and Percy. 

In May 1975, the new OMB Director, James T. Lynn, 
wrote to Senator Chiles that he had reviewed OMB's 
position on S. 3514 and had concluded that OMB would 
not oppose legislation similar to S. 35 14, "although we 
still have some reservations about the proposed defi- 
n i t i o n ~ . " ~ ~  He said that an interagency study like that 
proposed in section 8 of S. 3514 should be started 
immediately, with first emphasis on a thorough analysis 
of the proposed definitions, and expressed the hope that 
the study, expected to be completed by December 31, 
1975, would be reviewed by Congress before it adopted 
statutory definitions as in S. 3514. In reply, Senator 
Chiles did not respond directly to Director Lynn's 
request for deferral of Congressional action, but asked 
that OMB permit the committee staff to review the 
status and progress of the study so as to contribute to 
the success of the effort. 

In the summer of 1975, the Administration study was 
launched under the joint leadership of the deputy 
administrator of GSA and the associate director of OMB 
for management and operations. The study was to focus 
on the general approach and proposed definitions in the 
bill in Phase I. More detailed studies on developing a 
more comprehensive body of guidance governing assis- 
tance relationships would be conducted as part of a 
much longer Phase I1 effort. 

At a September 1975, meeting with public interest 
and other groups to  discuss both Phase I and Phase 11, 
OMB and GSA officials explained that, while the study 
in its early stages would follow somewhat the same 
pattern as the FAR program in detailed analysis of 
program conditions and requirements, it would not 
duplicate the FAR effort. Rather, it would expand the 
standardization of program requirements initiated by 
FAR and, in addition, undertake to standardize pro- 
cedures and conditions in other assistance activities, such 
as loans and loan guarantees. Thus, the S. 1437 study 
was seen as an opportunity, not only to bring clarity to 

the Federal government's procurement and assistance 
relationships, but to supplement some of the changes 
originally wrought by FMC 74-7. 

Interagency Study Team 

The interagency study group completed its draft re- 
port on Phase 1 in December 1975.~' The group did not 
find overwhelming support for, or opposition to, S. 
1437. Federal agencies were generally lukewarm to the 
definitions for, and use of, three types of instruments, 
i.e., contracts, grants, and cooperative agreements. They 
felt that a difficult implementing problem was to 
provide regulations sufficiently specific to delineate clear 
distinctions between the several types of instruments. 
For their part, assistance recipients felt that the Federal 
government would do better to focus on the familiar 
problems of categorical grant administration, such as 
inconsistent administration of Federal management cir- 
culars and lack of information on availability of grants, 
rather than spend effort on defining and clarifying 
standard relationships and legal instruments. Most recip 
ients interviewed could not distinguish among contracts, 
tracts, grants, and other agreements, nor did they feel 
they needed to. Most recipients indicated that they 
would like to have advance descriptions of Federal 
involvement in specific assistance programs. They em- 
phasized "advance information" rather than "standard 
relationships," since they felt one of their chief prob 
lems was to avoid surprises due to abrupt changes in 
Federal involvement. 

Despite this lack of a sense of urgency about the 
objectives of S. 1437 among those consulted by the 
interagency group, the group concluded that there was 
value in differentiating between procurement and assis- 
tance transactions, and in classifying the latter by the 
degree of Federal involvement. It expressed its full 
support for the concept, philosophy, objectives, and goal 
of the bill. It felt that the bill, with certain modifica- 
tions, would help establish an overall framework to 
standardize, simplify, and clarify the relationships be- 
tween Federal agencies and recipients of Federal awards. 

Among the proposed modifications, the study group 
urged that the term "cooperative agreement" not be 
used for Federal assistance or support, since the term as 
currently used by the agencies is different from the 
definition in the bill. It recommended that the term be 
reserved for Federal agency transactions invoking part- 
ner or joint-venture-type relationships with states, local 
governments, and other organizations on work which is 
part of, or directly related to, Federal agency opera- 
tional missions and which is mutually beneficial. Ex- 



amples are fire control agreements between Agriculture's 
Forest Service and state counterpart forest service 
managers, and cooperative agreements between the 
Geological Survey of the Department of the Interior and 
states to prepare geological maps and topographical 
maps and conduct water resource studies on a 50-50 
sharing basis. In accord with this recommendation, the 
group proposed deletion from S. 1437 of "substantial 
involvement" as a criterion for a cooperative-agreernent- 
type relationship. 

In the assistance-support area, the study group 
proposed that, instead of setting up two kinds of 
assistance relationships - those with and those without 
substantial involvement - three types be established, 
known as A, B, and C. A would cover the highest degree 
of Federal involvement, characterized by direction and 
control. B would reflect intermediate Federal involve- 
ment, characterized by monitoring and technical assis- 
tance. In C there would be little or no Federal 
involvement - the Federal agency would act as financial 
supporter and sponsor. The report suggested that the 
legislation provide that the Executive Branch specify 
criteria for determining the degree of involvement for 
each activity and subactivity. The report itself provided 
suggested criteria. The study group did not expect that 
involvement in all activities within a program would be 
uniformly under type A, B, or C, but that, based on the 
activity involvement pattern, Federal agencies could 
decide whether A, B, or C is the "predominant" 
r e l a t i on~h i~ .~  

To convert to this new type of assistance classifica- 
tion, the study group proposed a two-year transition 
period after issuance of implementing instructions. In 
the two years, Federal agencies would have to  apply the 
criteria in determining the relationships they are entering 
into; annotate the type on each award document; inform 
the awardees in advance of the intended Federal 
involvement by activity and subactivity; make a self- 
evaluation, program by program, to assess the propriety 
of involvement and to achieve further standardization; 
and submit selfevaluation results and recommendations 
for similar programs administered by other agencies to 
the agency issuing governmentwide implementing 
instructions. 

This approach, the report concluded: 

. . . would allow agencies to operate essen- 
tially as they do now, but would provide a 
framework for selfevaluation and consis- 
tency, a better understanding of Federal 
involvement on the part of grantees, and 
increased opportunity for Congressional and 

Executive Branch oversight over assistance- 
support programs. Also, the Congress, if it 
wishes, could stipulate the type of relation- 
ship that should be entered into by including 
a provision in future authorizing 
legislation.3" 

The work group noted that S. 1437 would not be 
helpful to local governments which receive Federal aid as 
a pass-through from states or other local governments. 
They suggested that Federal agencies urge state govern- 
ments to effect more consistent patterns of state 
involvement. They also urged Federal agencies to require 
state recipients to communicate specifically the intended 
Federal involvement in subgrantees' and subcontractors' 
activities. 

The study departed from the idea of a clear distinc- 
tion between procurement and assistance requirements 
in its treatment of research programs. It found that in 
most instances research cannot be classified as either 
assistance or procurement. It, therefore, suggested that 
the feasibility study proposed in section 8 of S. 1437 
should give serious consideration to developing one 
standard set of administrative requirements which would 
apply to  all research grants and contracts with non-profit 
organizations. 

STANDARDIZATION OF GRANT 
ADMINISTRATION PROCEDURES 

Three Federal Management Circulars (FMCs) are the 
major vehicles for carrying out standardization and 
simplification of grant administration procedures: 

FMC 74-7 - Uniform administrative require- 
ments for grants-in-aid to state and local 
governments. 

FMC 744 - Cost principles applicable to 
grants and contracts with state and local 
governments. 

FMC 73-2 - Audit of Federal operations 
and programs by executive branch agen- 
cies. 

These circulars were administered by OMB until 1973 
when responsibility was transferred to GsA.~'  In GSA, 
the circulars were administered by the Office of Finan- 
cial Management in the Office of Federal Management 
Policy. On January 2, 1976, responsibility was returned 
to OMB.3 The circulars remain in effect until modified 
or rescinded by OMB. 

Since this study of experience with the circulars was 



made while GSA was administering them, GSA is cited 
throughout as the responsible administering agency 
except as otherwise indicated. 

FMC 74-7: Uniform Administrative 
Requirements 

T ~ N  landmark management circular was promulgated 
October 19, 1971, as OMB Circular A-102 and reissued 
by GSA as FMC 74-7 on September 13, 1974. It was 
painstakingly developed under the FAR program by an 
interagency task group working with OMB. The circular 
attempts to standardize 15 areas of administration of 
grants t o  state and local governments and to restrain 
agencies in imposing "excessive" requiremenk3 

Development of Circular. The circular's development 
was guided by four major objectives: 

to ease the burden of timeconsuming 
grantee requirements, 
t o  emphasize performance rather than 
administrative procedures, 
t o  require only essential information in 
reports and applications, and 
to decentralize managerial responsibility 
but still enable effective Federal manage- 
rial oversight. 

With these objectives in mind, the OMB work group 
developed an analysis matrix of 1,500 questions which 
identified common and differing administrative pro- 
cedures in 159 programs. Recommendations for stan- 
dardization and simplification based on this extensive 
analysis were then circulated to the Federal agencies for 
informal review. The resulting suggestions were incorpo- 
rated into the draft circular. The draft was reviewed by 
the Federal agencies, public interest groups, Joint 
Financial Management Improvement Program (JFMIP), 
and the FAR steering group. It was a product of careful 
analysis, negotiations, and consultation. When finally 
issued as OMB Circular A-102, it incorporated the 
substance of OMB Circular A-96, which had implemented 
sections 202, 203, and 204 of the Intergovernmental 
Cooperation Act of 1968. These sections deal with 
deposits of grants-in-aid, scheduling of transfers of 
funds, and waivers of single state agency requirements. 

Application Forms. Part of the effort concentrated 
on reducing the confusing variety of application forms, 
some of which were needlessly burdensome and time 
consuming. Study groups analysis calculated that the 

average grant application contained 33 pages with 
approximately 246 items. Four simplified standard 
forms were developed, and the concept of the pre- 
application was introduced. The pre-application is a 
simple form used to establish the probability of an 
applicant's receiving a grant before considerable time 
and money are spent preparing a formal application. The 
Federal agency has 45 days to acknowledge and respond. 
Pre-applications are mandatory (according to the circu- 
lar) for projects involving construction, land acquisition, 

or development using over $100,000 of Federal funds. 
The other three forms are provided for nonconstruction 
programs, construction programs, and a short form 
application. 

In November 1975, GSA amended FMC 74-7 by 
including a new face sheet which replaced Part I of the 
pre-application form and the three application forms." 
The change was in part an effort to integrate the 
information requirements of FMC 74-7 with those of 
two other circulars, OMB A-95 and Treasury Qrculm 
1082. 

Grant Payments. The circular encourages agencies to 
use the letter of credit as the preferred method of 
transferring grant funds. A letter of credit is an 
instrument certified by a grantor agency which author- 
izes a grantee to draw funds when needed from the 
Treasury, through a Federal Reserve Bank and the 
grantee's commercial bank.42 Use of this method is 
mandatory for nonconstruction programs when the 
following conditions exist: 

1) a continuing relationship between the 
grantor and grantee of at least 12 months, 

2) funds to  be received for that year will 
amount to over $250,000, 

3) the grantee is willing and able to  establish 
procedures that minimize the time be- 
tween transfer of funds and their dis- 
bursement by the grantee, and 

4) the recipient's financial management 
system meets prescribed standards for 
fund control and accountabhty. 

The letter of credit is optional for construction 
programs. 

Matching Share. The matchmg share represents the 
portion of program costs required of the grantee. Of 159 
programs analyzed, 115 contained matching share re- 
quirements, but they varied considerably on how the 
amount was to be determined and the types of matching 



contributions considered acceptable. Where "in-kind," 
noncash contributions were allowed, there were contra- 
dictions from program to program as to what contribu- 
tions and methods of valuation were allowable, causing 
much contention and uncertainty. The circular attempts 
clarification. 

Matching requirements may be satisfied by: 

1) costs incurred by grantee (as measured by 
the cost principles in FMC 744); and/or 

2) in-kind contributions made by third 
parties. 

Costs incurred by the grantee may be financed from 
any non-Federal source. Funds from other Federal 
grants may be used to finance the grantee's share of 
project costs only when authorized by Federal law. 

All in-kind contributions which meet a brief set of 
criteria given in the circular are to be accepted towards 
satisfying matching requirements. Standards for deter- 
mining the value of thrd-party, in-kind contributions are 
prescribed, along with basic documentation require- 
ments. 

Cash Depositories. Of 159 programs reviewed, 42 had 
specific and varying provisions for the type of banks to 
be used and prescribed depository procedures. Under the 
circular, state and local governments may rely on their 
usual banking procedures, disregarding special bank 
eligibihty requirements. However, Treasury encourages 
Federal agencies to use minority-owned banks whenever 
they can provide the required banking service without 
any appreciable increase in costs. 

Financial Management Systems. The circular defines 
an adequate grantee financial system and forbids Federal 
agencies to impose additional methodologies 'or require- 
ments on grantees. The circular delineates standards but 
does not impose or describe specific procedures. An 
adequate grantee financial management system is re- 
quired to provide for the following: 

current, accurate, and complete dis- 
closure of financial results: 
records which identify the source and 
application of funds; 
effective controls and accountability for 
funds, property, and other assets; 
comparison of actual expenditures and 
budgeted amounts; 
methods which minimize time elapsing 

between receipt and expenditure of 
funds; 
an FMC 744  cost allocation plan (see 
below) ; 
financial and compliance audits at least 
every two years; and 
accounting records supported by source 
documentation. 

The circular's intention is to remedy the situation 
cited by the chairman of the FAR steering group quoted 
earlier, i e . ,  countless man-hours spent by local and state 
grantees trying to satisfy a wide variety of Federally 
imposed accounting requirements. 

Rocurement Standards. Rather than impose a variety 
of Federal procedures, grantees are allowed to use their 
own procurement regulations based on state and local 
law. Again, certain standards are prescribed, but specific 
requirements are not imposed. Such standards are: 

adequate review procedures, 
assurance of competition, 
use of the appropriate procurement 
methods, and 
compliance with equal employment, 
anti-kickback, and prevailing wage regula- 
tions. 

Minimum standards are set for state and local govern- 
ment procurement procedures for purchasing supplies, 
equipment, and services with grant funds. No additional 
requirements are to  be attached to program regulations 
by the Federal agencies unless mandated by Federal 

Property Management. The analysis indicated that 69 
of 159 programs examined had title vesting provisions 
for property acquired with Federal funds. In some 
programs, title was retained by the Federal government, 
while in 19 programs, title to the property was given the 
grantee outright. In 47 programs, conditional title was 
vested in the grantee with a confusing variety of 
conditions. The circular establishes one set of rules for 
dealing with property purchased with grant funds. 

Bonding and Insuring Requirements. The interagency 
task group found a variety of insurance requirements 
among the grant programs - pertaining to fire and 
extended coverage, public liability coverage, and vehicle 
coverage. Where there were fidelity bonding or surety 
bonding requirements in construction programs, they 



varied in amount and coverage required. These require- 
ments were standardized, and imposition of other re- 
quirements by Federal agencies was barred. Now state 
and local government recipients are allowed to follow 
their own bonding and insurance requirements provided 
that grant-aided construction over $100,000 must in- 
clude a 5 percent bid guarantee, a 100 percent perform- 
ance bond and 100 percent payment bond. 

Program Income. Eighty-six of the 159 programs 
studied had some kind of income provision. A variety of 
inconsistent requirements governed the disposition of 
income from property sales, interest, patents, and copy- 
rights. To illustrate the confusion and variances, the task 
group pointed to the following: 

six programs required that the income be 
returned to the Federal government, 
28 provided for use of income to reduce 
the Federal share, 
three allowd such income to be used to 
reduce the grantee share, 
21 provided for use to reduce both 
Federal and grantee share, 
1 1 provided general guidelines, 
12 allowed a variety of other u s s ,  and 
five allowed unrestricted use. 

The circular establishes uniform accounting and 
disposition rules for four categories of program income 
earned by grant-supported activities. Such income must 
be used to increase the scope of the project or must be 
deducted from the total project cost when determining 
the Federal share. 

Although the circular promotes consistency and 
standardization, states and localities are treated differ- 
ently in respect to interest earned on grant funds 
pending their disbursement for program purposes. States 
are not held accountable and can keep the interest, but 
local governments are required t o  account for such 
interest and return it to the Federal government. These 
different policies are required by provisions of section 
203 of the Intergovernmental Cooperation Act of I968 
and related decisions by the Comptroller General. 

Financial Reporting Requirements. Four standard 
reporting forms are provided to replace the number of 
different forms used previously (a variety of 53 forms in 
138 of the 159 programs studies). Standards are pro- 
vided for such matters as (1) frequency of reporting, (2) 
due dates, (3) cash basis versus accrual basis data, and 
(4) number of copies to be submitted. Grantor agencies 

must obtain OMB and GSA clearance before they may 
modify or supplement the forms or require additional 
detail. However, reports cannot be required more fre- 
quently than quarterly or less often than once a year, 
with a final report due by 90 days after proejct 
completion. 

Program Performance. A section of the circular 
establishes standard procedures for monitoring and 
reporting program performance. Grantees are required to 
submit a report which briefly indicates whether the 
program is meeting its established goals and supplies 
relevant substantiating data. If goals are not being met or 
costs are running over the budget, these conditions must 
be noted and explained. This report accompanies the 
financial report and must be submitted at least annuany, 
but cannot be required more frequently than quarterly. 

Budget Revision. Here, specific criteria and proce- 
dures are prescribed. The kinds of budget revisions for 
which the grantee must obtain prior Federal approval are 
spelled out. All other budget revisions may be made by 
the grantee without prior Federal approval. 

Records Retention and Custody. The circular requires 
grant recipients to retain financial records, supporting 
documents, statistical records, and other pertinent rec- 
ords for a period of three years with certain qualifica- 
tions. Federal grantor agencies, otherwise, are forbidden 
to impose record retention requirements beyond those 
established by the state or local recipient governments. 
Other provisions of the circular encourage Federal 
grantor agencies to allow state and local recipients to 
substitute microfilm copies for original records, permit 
the transfer of records to Federal custody when they 
have long-term retention value, and limit grantor agen- 
cies' placing of restrictions on state and local govern- 
ment which will impede public access to the records. 
The circular also provides for GAO and Federal grantor 
agency access to pertinent records of grantees and 
subgrantees for audit and related purposes. 

Single State Agency Waiver. Grantor agencies are 
urged to give expeditious handling and favorable consid- 
eration to state requests for waiver of the single state 
agency requirement, in accordance with section 204 of 
the Intergovernmental Cooperation Act of 1968. The 
objective is to  avoid unwarranted Federal interference in 
the structure and organization of state government. 
Federal agencies are to  advise GSA of the reasons for 
denying any request for a waiver. In addition, they are 
encouraged to avoid proposing a single state agency 



requirement in future legislation and to  initiate legisla- 
tive proposals for removing such statutory requirements 
as already exist. 

Closeout. Finally, the circular establishes certain 
mandatory procedures for the closeout of grants and sets 
forth basic principles governing suspension and early 
termination of grants. Noteworthy is the requirement 
for grantee consent if a grant is to be terminated for any 
reason other than failure of the grantee to comply with 
the grant conditions. 

Implementation. Until January 2, 1976, when respon- 
sibility for the management circulars was returned to 
OMB, GSA's Office of Financial Management (OFM) 
within the Office of Federal Management Policy (OFMP) 

was responsible for seeing that the requirements of FMC 
74-7 were carried out within the departments and 
agencies. OFM's professional staff for monitoring this 
circular as well as circulars FMC 7 4 4  and FMC 73-2 (see 
following sections) was equivalent to about two and 
onehalf man-years in 1975. The professional staff also 
was involved in other projects and activities dedicated to 
improving the financial management of Federal assist- 
ance programs and agency operations. OMB retained 
broad policy oversight, and was responsible for resolving 
major policy issues that might arise. 

The circular states that GSA "may grant exceptions 
from the requirements of the circular when exceptions 
are permissible under existing laws. However, in the 
interest of keeping maximum uniformity, deviations 

Table 111-2 

FMC 747 Exceptions Granted or Pending, 
as of April 1975 

Department or Agency Standards Affected 

A. Exceptions Granted 

1. Administration on Aging 

2. Agriculture 

3. EPA 

4. HEWISRS 

5. HUD 

6. Labor 

7. DOT 

B. Exception Requests Pending 

1. DOT 

2. HUD 

Progress report (Att. I. of Circular) 

Progress report (Att. I .  1 
Preapplication form (Att. M.) 

Financial reporting (Att. H-temporary, expi red 7/75)' 
Matching share (Att. F) 

Application (Att. M-temporary) 

Financial report (Att. H.) 

Progress report (Att. I )  

Bonding (Att. B) 

Financial report (Att. H.) 

Progress report (Att. I . )  

Financial reporting (Att. H.) 

Various standards 

Source: GSA, Office of Federal Management Policy, Progress Report, Implementation of FMC 747, April 1976. 

'HEWISUS submitted a request to make this exception permanent. 



from the requirements of this circular will be permitted 
only in exceptional cases." OMB is informed of all 
requests received by GSA and participates in the waiver 
decision whenever necessary. Table 111-2 summarizes the 
status of exceptions granted or pending in mid 1975. 

A number of problems have surfaced in the adminis- 
tration of the circular. A basic problem of Federal 
agencies is the inclination to disregard the requirements 
of the circular when under the pressure of launching new 
or revised programs. This was illustrated in the issuance 
of new regulations under the Comprehensive Employ- 
ment and Training Act (CETA) in 19 74. 

In this case, the Department of Labor required 
monthly rather than quarterly financial status reports, 
thus complicating rather than simplifying the task of 
potential applicants in obtaining the grant funds. The 
National Association of Counties (NACo) charged that 
in this action DOL largely ignored the circular and 
"placed restrictive and totally unnecessary administra- 
tive requirements on units of local government." In a 
resolution eventually adopted by NACo for inclusion in 
its Amm'can County Platform, that organization re- 
quested that GSA "expend all necessary effort and 
utilize all available authority to direct and require the 
Department of Labor to institute the use of FMC 74-7 in 
its purest form, without waivers of any provisions 
thereof: in order to satisfy the reasonable and necessary 
requirements of both the Federal and local govern- 
ments." 

The Labor Department claimed that it needed month- 
ly reporting until the high unemployment situation 
improved. It, therefore, requested and received a tempo- 
rary exception to the quarterly reporting requirement 
until June 1976. Even so, the department was still out of 
compliance with respect to the use of forms required for 
the financial status reporting. 

The circular states that Federal grantor agencies shall 
do certain things in e s t a b l i s h  requirements for grants- 
in-aid with respect to the IS administrative procedures. 
GSA does not require the agencies to submit implement- 
ing plans and proposals to GSA for review and approval 
before initiation. It generally relies on complaints from 
grant recipients for detection of noncompliance and 
leverage for achieving conformity. The only "preven- 
tive" handle GSA has to catch noncompliance before it 
gets to the point of arousing complaints is through the 
forms control route. OMB, which is responsible for 
approving all forms that Federal agencies use for 
requesting information and action from state and local 
recipients, is alert to the requirements under FMC 74-7. 

If an agency adheres to the forms control requirements 
in initiating a new or revised program, it is, therefore, 
bound to subject itself to review for compliance with at 
least some of the basic requirements under FMC 74-7. In 
the CETA instance, however, the Department of Labor, 
in its haste to launch the program, circumvented the 
forms review channel. 

Implementation of FMC 74-7 also is complicated by 
the fact that certain programs have statutory require- 
ments that confltct with the standardization and sirnpli- 
fication requirements of the circular. The Law Enforce- 
ment Assistance (LEAA) and Urban Mass Transportation 
Assistance (UMTA) programs are examples. The extent 
of such conflicts is to be examined in depth during Phase 
I1 of the OMB-GSA study, described earlier, for develop 
ment of a system of guidance for Federal agencies in the 
use of procurement and assistance instruments. 

In connection with the problem of statutory incon- 
sistency with objectives of FMC 74-7, it is interesting to 
note that recent block grant programs like CETA and 
Community Development are requiring more detailed 
and complicated forms than those allowed under FMC 
74-7. This suggests that, despite the block grant and 
FMC 74-7 phdosophy of looser "strings," Congress and 
program administrators may be unsure of accountability 
under block grants and are, therefore, reverting to the 
traditional management approach associated with cate- 
gorical grants. 

Another issue is the use of the letter of credit as 
urged by FMC 14-7. GAO noted in a recent report44 
that Federal agencies increased the use of letters of 
credit from $1.5 billion in fiscal 1965 to $38.6 billion in 
FY 1974. The Treasury estimates that about $30 million 
in interest was saved during FY 1973 by using this 
financing method. But the report pointed out that not 
all Federal agencies have taken advantage of the more 
sophisticated techniques developed for the letter of 
credit. Sixteen of 17 grantees covered in GAO's review 
withdrew funds before they were needed for disburse- 
ment, unnecessarily increasing the Federal government's 
interest costs by about $284,000 for a six-month period 
in FY 1973. 

The GAO report concluded that there is little 
incentive for grantor Federal agencies to minimize cash 
balances of grantees, since interest costs incurred on 
outstanding funds are paid by the Treasury rather than 
by operating agencies. GAO recommended improved 
monitoring of the use of the letter of credit and more 
specific guidance in techniques which would assist in 
further reducing government interest costs. It also 
recommended that grantees using the letter of credit be 
required to  report average daily cash balances rather 



than monthend balances, and that the Secretary of the 
Treasury and the Administrator of GSA encourage states 
and localities to remove legal and administrative impedi- 
ments to effective use of the letter of credit financing 
method. GAO added that the appropriations and over- 
sight committees of Congress may wish to monitor the 
two agencies' actions to reduce the government's interest 
cost. 

In implementing FMC 74-7, some Federal agencies 
are concerned that state agencies in administering 
Federal "pass-through programs can mandate addition- 
al requirements. The local government recipients may 
not be aware of the source of the extra paper work or 
the restrictive requirements and, unjustifiably, attribute 
them to the Federal agency. OMB's position on this issue 
is that, in accordance with the basic policy of a 
Federal-state partnershp and decentralization of author- 
ity, the Federal government should not preclude states 
from adding requirements as they see necessary. Under 
this approach, local governments are expected to appeal 
directly to their state governments for relief rather than 
depend on the Federal government to tie the hands of 
the states.4S 

In a 1971 report,'6 the Council of State Govern- 
ments (CSG) examined experience with the authority 
for waiver of the single state agency requirement, which 
is now covered by FMC 74-7. CSG noted that in almost 
two years there had been only three waivers requested, 
all in the area of social services and health. CSG stated: 
"In view of the vigorous support for inclusion of waiver 
provisions in the Intergovernmental Cooperation Act, 
the infrequency with which they have been used begs 
explanation. A likely reason is found in the reorganiza- 
tion activity which has occurred in state government 
since 1968." 

Noting that in the previous three years 19 states had 
reorganized their health and welfare agencies?' and 35 
states had reorganized their executive branches, CSG 
concluded: "While reorganization efforts have not been 
successfully implemented in all cases, the activity 
focused on broad restructuring has eliminated some of 
the need for use of the waiver and caused states to hold 
its use in abeyance pending final reorganization results." 

GAO Report. In an August 1975 report4' on state 
and local officials' experiences in dealing with the 
Federal assistance delivery system, GAO found that 
FMC 74-7 had reduced those officials' complaints about 
program administration problems. Yet, they also found 
that certain administrative problems continued to per- 
sist, because the circular had not been completely 
implemented. Specifically: 

0 Not all Federal agencies had implemented 
the pre-application process. 

Some Federal agencies were slow in using 
a standard application form. Also, even 
when the standard form was used, some 
agencies required applicants to submit 
separate assurance certifications (civil 
rights, relocation assistance) which dupli- 
cated assurances already provided in the 
standard application form. 

Many grantees were still required to 
report on forms and at intervals not in 
compliance with FMC 74-7. 

GAO concluded that "continued efforts toward 
achieving standardization among Federal agencies' ad- 
ministrative requirements for assistance programs to 
state and local governments are needed . . .'M9 

GAO heard frequent complaints from state and local 
officials that they were not allowed sufficient time to 
respond to Federal agencies' requests for project propos- 
als. To remedy this problem, the report recommended 
that FMC 74-7 be revised to provide that all grantmaking 
agencies allow prospective grantees a minimum amount 
of time, such as 60 days, to  prepare and submit 
applications for Federal assistance. 

GAO also noted that FMC 74-7 prescribes three basic 
methods for transmitting Federal assistance funds to 
state and local governments: letter of credit, advance by 
Treasury check, and reimbursement by Treasury check. 
Because each method is subject to wide variations in 
practice, a grantee dealing with several programs must 
often use many payment methods and provide different 
types of documentation to support its requests for 
reimbursement. "These variations of payment methods," 
the report concluded, "among and within Federal 
agencies have no impact at the Federal level but impose 
an administrative burden on individual states and local 
units of governmen t."SO 

In response to GAO's criticism of agencies' implemen- 
tation of FMC 74-7, GSA pointed out the magnitude 
and complexity of the standardization effort and the 
widespread skepticism regarding the chances of success. 
GSA also noted that GAO's noncompliance finding with 
respect to one program was made in early 1974, and 
that, in a later review, GAO found that the circular had 
been substantially implemented for that program. GSA 
referred to the latest progress report on FMC 74-7 
compliance (April 1975), which indicated that, except 
for some minor instances, the implementation was 



complete, subject to a double check by an independent "minor instances" are all that need to be corrected, but 
interagency audit which was being coordinated by the that "CSA i s  moving ahead as rapidly as practical in  the 
GSA Office of audits. process of correction of inequities."' ' 

I n  commenting on this GSA statement, a public GSA concurred with GAO's proposal for a minimum 
interest group spokesman said he would not agree that time for applicants, such as 60 days, and stated that this 

Yes 

Provision of circular 

1. Recipients no longer required 
to keep individual grants in 
separate bank accounts. 

Table 111 - 3 

Views of 36 State Budget Officers on Effects 
of FMC 74-7 

(Summer 1975) 

2. Minimizing of time between 
Federal disbursement and 
grantee use of funds 
(letter of credit). 

3. Waiver of "single state 
agency" requirement. 

4. Preapplication procedures 
standardized. 

5. Standardized forms for 
application, review, and 
approval of project grants. 

6. Standardized procedures for 
payments, determining matching 
shares, budget revisions, 
reporting grants close-out, 
record retention. 

Source: AClR questionnaire survey. 

Has Change 
Occurred? 

If Change Has 
Occurred, Has It 
Improved Grant 
Administration? 

Yes No 



Table 111-4 

Provision of Circular 

1. Recipients no longer 
required to have separate 
bank accounts for grant 
funds. 

2. Minimizing of time 
between Federal dis- 
bursement and grantee 
use of funds. 

3. Preapplication pro- 
cedures standardized. 

4. Standardized forms for 
application, review, and 
approval of project 
grants. 

5. Standardized pro- 
cedures for payments, 
determining matching 
shares, budget revisions, 
reporting grants close 
out. record retention. 

Views of City Officials on 
FMC 74-7 

(Fall 1975) 

Has Change 
Occurred? 

Total 
Cities 

Responding Yes 

If Change Has 
Occurred, Has It  Improved 

Grant Administration? 

Total 
Cities 

No Responding Yes 

Source: ACIR-ICMA questionnaire survey. 

would be explored in a joint OMB-GSA grants manage- 
ment study (the study being made in response to 
proposed S. 1437).'~ 

Neither GSA nor OMB reacted to the problem of 
varying payment methods identified in the GAO report, 
although OMB stated that the joint OMB-GSA grants 
management study would encompass opportunities for 
further standardization of Federal administrative and 
program requirements.' 

OMB Report to Congress. In the .course of the 
deliberations that eventually led to  return of the 
responsibility for the management circulars t o  OMB, 
OMB was asked to conduct a study of the responsibili- 
ties of GSXs Ofice of Federal Management Policy. In 
his report on the study, OMB Director Lynn stated that 
there was no part of OFMP activity which drew stronger 
support than their work on grants management systems. 
"Senators Muskie and Chiles and other legislators as well 



as all of the public interest groups. . . were overwhelm- 
ing and loud in their appeal for continuation and 
intensification of the grant simplification work. Enforce- 
ment and compliance by Federal agencies is their united 
plea. They stress that this work, while it is mundane and 
detailed, is nonetheless critical in overcoming the burden 
of trying to comply with divergent requirements by 
different Federal program managers. They feel that GSA 
has done well with this assignment with limited re- 
sources, and that a strong and manifest OMB backing is 
essential."' ' 

State Budget Off~ials' Views. In the ACIR question- 
naire survey of state budget officials on Federal grant 
issues, the officials were asked whether they were aware 
of FMC 74-7; whether they thought certain 
specified provisions of the circular had had an effect; 
and whether such effects improved grant adrninistra- 
tion.' All 36 of the budget officials who responded to 
the question indicated that they were aware of the 
circular. Their responses on the issues of change are 
summarized in Table 111-3. 

The percentage of respondents who believed that the 
various provisions had had an effect varied from 69 to  
88 percent. The lowest percentage was registered for the 
standardized procedures for payments, etc., and the 
single state agency waiver provision. The latter probably 
reflects the reduced pressure for waivers because of state 
reoganizations, as noted in the quotations earlier from 
the Council of State Governments. 

Of those who felt that change had occurred, there 
was an almost unanimous belief that the change had 
improved grant administration: 132 out of a possible 
136 choices indicted that improvements resulted. 

In short, this group of budget officers takes a very 
favorable view of the effect of FMC 74-7. 

Views of City and County Executives. In the mail 
survey of city and county executives conducted by 
ACIR and the Urban Data Center of the International 
City Management Association (ICMA), a similar question 
was asked about FMC 74-7.56 Of the 471 cities 
represented in the response, 64.3 percent said they were 
aware of the circular. Awareness tended to  decline with 
the size of the city: from 100 percent for those from 
cities over 250,000,86.7 percent for cities of 100,000 to 
249,999 and so on down to 50.5 percent for officials of 
cities of 10,000-24,999 population. Responses of the 
city officials on the issues of changes wrought by FMC 
74-7 are presented in Table I . .  

Overall, the percentages of respondents who per- 
ceived changes and who thought those changes were 

improvements were lower than they were for the state 
budget officials. Yet they were remarkably high. TIE 
share who saw changes ranged from 60.5 percent for 
general standardization of procedures up to  68.5 percent 
for the minimizing of time between Federal transfer of 
funds and use of the funds by grantees. Those who 
considered the changes positive ranged from a low of 
76.8 percent - again in regard to expeditious use of 
Federal funds - to  93.2 percent for abolition of the 
separate bank account requirement. Taking these two 
sets of figures together suggest that FMC 74-7 has had a 
definitely positive effect in the opinion of these city 
officials. 

Further analysis of the data indicates that in several 
cases there were fairly large deviations from the percent- 
ages shown in Table III-4 by cities of certain population 
classes. Thus, with regard to standardization of pre- 
application procedures, officials of cities in the 
250,00(1999,999 group were noticeably less certain that 
this provision had caused change than was the entire 
group. Similar below-average responses were registered 
by the 250,000499,999 group regarding changes 
wrought by the standardization of forms and standardi- 
zation of procedures for payments, etc. There is no 
obvious explanation for these deviations. 

Officials from 101 counties responded to the same set 
of questions, and 82.5 percent of these indicated their 
awareness of FMC 74-7. Their responses on the five 
general provisions are summarized in Table III-5. A 
somewhat smaller portion of these officials than their 
city counterparts saw changes stemming from the 
circular. Yet overall, the county officials joined the city 
group in registering a favorable reaction to FMC 74-7. 

Federal Grant Administrators' View. The ACIR's 
questionnaire survey of Federal grant administrators also 
included a question on FMC 74-7, although not the same 
as that posed to the state officials." It  assumed that the 
administrators were aware of the circular,since it applies 
to all programs available to states and localities. The 
administrators were asked their judgments on the general 
degree of positive or negative effect of specified provi- 
sions of the circular: produced substantial improvement, 
produced moderate improvement, has had no effect, and 
has had a negative effect. The results are shown in Table 
111-6 as percentages of the total number of those who 
submitted responses on the individual items. A relatively 
small percentage of the administrators (2-9%) saw a 
substantial improvement from the circular. On the 
other hand, when substantial and moderate improve- 
ment are combined, except for the single state agency 
item, the totals range from 28 to 52 percent. The 



probable reason for the relatively low impact of the 
single state agency waiver provision has already been 
noted. 

That over one-half the programs indicated some 
degree of improvement from the changes covered by 
catchall item (6) seems impressive, though it is doubtful 
that a consensus could be found on what percentage 
sigrufies success. Even the percentages for items (I), (2), 
(4), and (5) reflect favorably on the effect of those parts 
of FMC 74-7. On the other hand, the 39 and 18 percent 
negative effect registered on the standardized preapplica- 

tion and application forms and procedures (items (4) 
and (5)) is some cause for concern. These two items are 
key measures in the efforts to cut red tape. The 
relatively large proportion of grant administrators who 
believe these provisions have actually hurt the cause of 
good grant adninistration rather than helped it suggests 
the existence of a good deal of skepticism in the 
grant-administering bureaucracy toward the standardi- 
zation objectives of FMC 74-7. 

A breakdown of the responses by department or 
agency throws further light on the administrators' views 

Table 111-5 

Views of County Officials on 
FMC 74-7 

(Fall 1975) 

If Change Has 
Occurred, Has It Improved Has Change 

Occurred? Grant Administration? 
Total Total 

Counties Counties 
Responding Yes No Responding Yes Provision of Circular 

1. Recipients no longer 
required to have separate 
bank accounts for grant 
funds. 

2. Minimizing of time 
between Federal dis- 
bursement and grantee 
use of funds. 

3. Preapplication pro- 
cedures standardized. 

4. Standardized forms for 
application, review, and 
approval of project 
grants. 

5. Standardized pro- 
cedures for payments, 
determining matching 
shares, budget revisions 
reporting grants close 
out, record retention. 

Source: ACIR-ICMA questionnaire survey. 



Table 111-6 

Federal Grant Administrators' Views of Effect of 
Certain Provisions of FMC 74-7 on their Grant Programs 

(Summer 1976) 

Provision of Circular 

(1 ) Recipients no longer required 
to have separate bank accounts for 
grant funds. 

(2) Minimizing time between Federal 
disbursement and grantee use of 
funds. 

(3) Waiver of single state agency 
requirements. 

(4) Standardized preapplication 
procedure. 

(5) Standardized forms for 
application, review, and approval 
of project grants. 

(6) Standardized procedures for 
payments, determining matching shares, 
budget revisions, reporting grants 
close out, record retention. 

Key: N - number of respondents who said provision(s) of FMC 74-7 applied to their programs. 
(A) - provision produced substantial improvement in administration. 
(B) -Iproduced moderate improvement. 
(C) -1had no appreciable effect. 
(D) - had a negative effect. 

S w m :  AClR questionnaire survey. 

a FMC 74-7. This is presented in Table 14 in Volume In the five other departments or agencies and the "all 0 

VIII, Oupter ZV and the accompanying analysis of 
significant departures from the median responses. From 
that analysis it appears that: 

better than average improvement result- 
ing from FMC 74-7 was seen by program 
administrators in Commerce, HUD, Jus- 
tice, Labor, and EPA; 
no effect was seen to predominate in 
Agriculture and ARC; and 
a predominant negative effect was seen in 
HEW-OE. 

other" groups, the appraisals were too mixed to suggest 
a general tendency. 

Comparing .the responses of the state, city, and 
county officials, on one hand, and Federal program 
administrators, on the other, i t  seems clear that the 
latter take the more negative view on the effects of the 
circular. This is not surprising. In the fust place, 
simplification and standardization of the grant adrninis- 
trative process have long been goals of state and local 
officials. Indeed, the 1966 report of the National 
Association of State Budget Officers, cited previously, 
was one of the earliest documentations of the impedi- 



ments to effective administration created by the grants 
process. To the extent that the circular responded to 
the state and local officials' criticisms, one could expect 
that they would view it as a good thing. In addition, 
from the standpoint of the budget officials, the circular's 
heavy emphasis on improving fiscal administrative pro- 
cedures would hold a special appeal for them. 

The Federal program administrators' reactions are 
similarly understandable. They were the ones who had 
to change their procedures, and any change is apt to be 
resented if not resisted. Program administrators feel first 
loyalty to the achievement of their program goals and 
balk at any efforts to impose conditions which may run 
contrary to the ways they have devised over the years to 
achieve those goals. The process of standardization 
inherently meant seeking common denominators, there- 
by requiring many people to  change their mode of 
operations. It is, perhaps, noteworthy that the size of 
the favorable vote on some of the items was as great as it 
was. Thus, one could interpret the 53 percent who saw 
substantial or moderate improvement in the standard- 
ized procedures for payments, etc., as a surprisingly 
strong endorsement of those changes. 

Federal Grant Coordinators' Perceptions. The ACIR's 
questionnaire was addressed to Federal adrninis- 
trators of grant programs - those in day-to-day charge 
of the individual programs. In addition, ACIR staff 
interviewed grants coordinators in the eight principal 
grant-administering departments or agencies, which ac- 
count for about 80 percent of the dollar amount of 
Federal assistance.58 The objective was to take advan- 
tage of their agencywide perceptions of grants manage- 
ment and, since they were all responsible for their 
department's or agency's implementation of FMC 74-7 
and, in some cases, other management circulars, elicit 
their special insights into the w o r m s  of the circulars. 

The coordinators represent a range of professional 
backgrounds and length of service in their present 
agencies and assignments. Their agencies similarly vary 
widely in history, the numbers and kinds of grant 
programs they administer (formula, project, or block), 
and relations with state and local governments. Conse- 
quently, it is not surprising that there was a broad 
spectrum of views on the impact of FMC 747. 

The coordinators had received limited 
direct feedback from program recipients, 
and, therefore, had little evidence on 
whether the circular had been beneficial 
from the standpoint of the grant recip 
ients. However, they felt that, in prin- 

ciple, simplification and standardization 
would be well received by grantees. There 
was less unanimity with respect to the 
impact on the programs themselves. 
Several coordinators were either enthu- 
siastic or at least complimentary about 
the circular's effect in their departments. 
The coordinators of two departments 
with block grants (HUD and Labor), 
however, expressed the view that process 
simplification and standardization had 
made the block grants more difficult to 
administer. Also, the coordinator of DOT 
believed that it had made little difference 
in his department for a number of rea- 
sons: some of the circular's provisions did 
not pertain to formula programs, which 
constituted over 80 percent of DOT'S 
grant projects and funds; many of the 
standards had been implemented prior to 
the circular's publication; GSA granted 
DOT exemptions on some of the require- 
ments; and some requirements were in 
conflict with statutory provisions. How- 
ever, major procedural changes were 
made in the administration of discretion- 
ary grant programs covering mass trans- 
portation and airport development to 
make them comply with the circular's 
standards. Several coordinators com- 
mented that the circular was successful in 
its standardization goal but not in simpli- 
fication - some held that it did not really 
simplify. Even in regard to standardiza- 
tion, however, several decried the fact 
that seeking the lowest common denom- 
inator forced everybody into a mold 
which inevitably imposed some kind of 
change on each of them. 

Several of the coordinators thought that 
the circular was designed for departments 
that administer a wide range of grants, 
particularly project grants. The coordi- 
nator for HEW, which fits that descrip 
tion most closely, did not see any differ- 
ence in its impact on formula or project 
grants. In fact, several of the circular's 
problem areas in HEW, cited by the 
coordinator, related to formula grants. 

While the coordinators saw no difference 



in the circular's impact between project 
and formula grants as separate types, 
there was some indication that they 
thought that certain grant characteristics 
made a difference in the effect of the 
circular: the nature of the grantee-grantor 
relationship, the way funds are distrib- 
uted, the type of service being supported, 
and the number and type of eligible 
recipients. Several indicated that the cir- 
cular's provisions were too restrictive for 
the noncontroversial, old-line, formula- 
type programs which generally had irn- 
posed minimal performance requirements 
on grantees. For newer and more contro- 
versial programs and capital improve- 
ment programs, the circular failed to 
provide sufficient information for pro- 
gram evaluation and control purposes. On 
the other hand, the HUD coordinator 
noted that since the community develop 
rnent grant is a block grant giving broad 
discretion to the local recipients, the 
standardization effects of FMC 74-7 are 
not applicable. 

The DOT coordinator cited the different 
impact of standardization efforts on two 
DOT programs: the Federal Highway 
Administration (FHWA) highway con- 
struction program and the Urban Mass 
Transportation Administration (UMTA) 
capital grants program. FHWA and state 
highway agencies have been joined in a 
continuous, 60-year effort to build roads, 
during which they have jointly developed 
a host of administrative practices, such as 
standard accounting systems and tech- 
nical specifications. Funds are distributed 
annually to the same 52 grantees accor- 
ding to a formula. More than 60 percent 
of these funds support projects on the 
interstate system which FHWA is respon- 
sible for basically designing. The 5 2 gran- 
tee organizations and functions are 
almost identical. In contrast, UMTA is a 
relatively new organization, as are many 
of its grantees who have recently assumed 
ownership of mass transit systems from 
private companies. The relationship be- 
tween UMTA and its thousands of eligible 
grantees is mostly sporadic, and no 

standard grantee organization or oper- 
ating procedures exist. Funds are distrib- 
uted on a discretionary basis to support 
projects which are unilaterally developed 
by the grantees. Thus, FHWA obviously 
has some advantages in dealing with its 
grantees and can afford to exercise less 
project control than UMTA. 

0 None of the coordinators felt that GSA is 
doing an aggressive job in implementing 
FMC 74-7. Several said that the agency 
seems to act only in response to com- 
plaints. They attributed this to the fact 
that GSA had too few assigned personnel 
to monitor in any other way. Another 
criticism of GSA's administration was its 
inflexibility in interpreting the circular. 
Some felt that the agency took too 
narrow a management view and did not 
give enough wight to realistic program 
needs. 

0 Criticisms of the circular itself were most 
frequently directed at the procurement 
provisions (Attachment 0) .  The basic 
complaint was that the circular placed an 
unwarranted amount of trust in the pro- 
curement procedures of state and local 
recipients, - which provided too little 
protection against abuse.59 As one offi- 
cial put it: "In the effort to achieve 
control over the proliferation of stan- 
dards, the circular prevents the grantor 
agencies from exercising prudent steward- 
ship." It was noted that GSA has re- 
sponded to criticisms of the procurement 
section by establishing a task force to 
review it for possible revision. Another 
circular provision that was criticized by 
several of the coordinators was the pro- 
hibition against requiring grantees to 
report program experience more fre- 
quently than quarterly. It was charged 
that this was an unrealistic limitation on 
new programs when it was important, 
particularly for purposes of reporting to 
Congress, to keep current tabs on pro- 
gress. Several deviations have been re- 
quested on this provision. 

0 On the issue of the coordinator's own 



duty of seeing that the circular is prop 
erly implemented within their depart- 
ment or agency, several indicated the 
difficulty of getting program officials to 
understand the circular. 

FMC 74-4: Cost Principles 
Applicable to Grants and Contracts 
with State and Local Governments 

This circular, originally issued as OMB Circular A-87 
with substantially the same content, attempts to stan- 
dardize the allowability and non-allowability of partic- 
ular costs of programs administered by state and local 
governments under Federal grants and contracts. It 
establishes a system whereby a single Federal depart- 
ment, designated the cognizant agency, represents all the 
Federal departments in approving certain state and local 
costs associated with the performance of Federally 
supported programs and projects. It removes several 
restrictions that formerly prevailed in the cost reim- 
bursement policies of Federal agencies by providing that 
(1) all indirect costs of a state or local grantee or 
contractee are eligible for reimbursement, provided they 
are necessary for the efficient conduct of the grant or 
contract; (2) a necessary cost is allowable regardless of 
where it is incurred within the state or local government; 
and (3) the costs of services provided by central service 
type agencies to departments or units performing 
Federal grants or contracts are allowable, regardless of 
whether there is an actual transfer of funds between the 
organizations involved. 

The Cost Allocation Plan. Cost allocation plans are 
used to identify costs in a logical and systematic manner 
for reimbursement. Such costs may be incurred by the 
unit which receives the grant or by another organization 
which provides supportive services to that unit. There 
are two types of cost allocation plans. The first identifies 
and distributes the costs of services furnished by 
organizations providing support to grantee agencies and 
is called a central service cost allocation plan or a state 
or localwide cost allocation plan. The second plan 
distributes the joint costs incurred within an individual 
grantee department and the costs of services allocated to 
it under the central senrice cost allocation plan to all 
work performed by that agency. This type of allocation 
plan is called an indirect cost proposal. 

Prior to FMC 7 4 4  (OMB A-87), each Federal agency 
or department determined allowable costs according to 
its own philosophy. For a state or local agency dealing 
with more than one grantor, the resultant variations 

produced extra work and uncertainty. Now a single 
Federal agency, the "cognizant" agency, is responsible 
for approval of negotiated agreements covering cost 
allocation plans submitted by individual states and 
localities. The& agreements are distributed by HEW to 
all Federal offices and constitute authority to Federal 
grantor agencies to accept claims for central senice and 
indirect costs. The designation of "cognizant" agencies 
was determined by an interagency committee of repre- 
sentatives from grantor agencies. (See Table 1.1-7 for list 
of "cognizant" agencies.) 

Development. Like FMC 74-7, FMC 7 4 4  was de- 
veloped cooperatively by the diverse groups concerned 
with cost allocation problems. Early participants in the 
process were the Office of Financial Management in 
BOB, an interagency study team, and representatives of 
the National Association of State Budget Officers. 
Before drafting the circular, a study was made of cost 
allowability practices and the potential impact of estab- 
lishing uniform liberalized cost allowability principles. 
This study indicated that state central service costs 
generally, and grantee departmental overhead costs 
associated with project grants particularly, were trouble- 
some. Rough estimates of the cost to  the Federal 
government of correctly assipng joint costs totaled 
almost $270 million, $72 million of which was attribut- 
able to  state governments (approximately one-third 
state-two-thirds l ~ c a l ) . ~ "  A draft version of a BOB 
circular was developed and circulated to all grant- 
administering Federal departments and the public 
interest groups. Among the public interest groups that 
responded, the reaction to the draft was quite favorable 
in general, except for the apprehension that grantees 
might get caught in the middle of Federal agency 
difficulties in applying the principles to their grants. 
Responses from the Federal agencies ranged all the way 
from unconditional agreement with the circular to 
almost total rejection. Most agencies agreed with the 
general concept of uniformity in allowable cost prin- 
ciples, but took issue with specific ideas in the draft. 
Most of these issues revolved around the circular's 
potential impact on program funds, the feasibility of a 
"fully allocated" instead of an "incremental" approach, 
a mandatory versus an advisory circular, and the efficacy 
of a procedure that gave one agency authority over costs 
in another agency's grants. 

Implementation. GSA's Office of Federal Manage- 
ment Policy monitors FMC 7 4 4  along with FMC 74-7, 
FMC 73-2 (discussed below), and four other manage- 
ment circulars. For this it has a small cadre of 



Table 111-7 

FMC 74-4 COGNIZANT AGENCY ASSIGNMENTS 

(August 1975) 

STATES AND PUERTO RlCO 

DISTRICT OF COLUMBIA 

OTHER TERRITORIES 

Total 

STATE DEPARTMENTS: 

HEW 

I NT 

LABOR 

DOD 

DOT 

Agr . 

HUD 

National Foundation of the 
Arts and Humanities 

LOCALITIES: 

TOTAL 

CITIES 315 

COUNTIES 568 

TOWNSHIPS 7 5 

Total 958 

TOTAL 

5 1 

1 

4 

DHEW 

5 1 

EP A 

CS A 

JUSTICE 

COMMERCE 

EEOC 

VA 

NSF 

Total 

HUD 

1 

- 
1 

HEW EPA HUD LABOR JUSTICE 

Source: General Services Administration, Office of Federal Management Policy, August 12, 1975. 



professional staff. GSA cosponsored with OMB and 
GAO a series of workshops for public interest groups to 
explain the preparation of cost allocation plans under 
FMC 744 in 1974-1 975. 

Federal agencies established a focal point within their 
own organizations in order to implement FMC 74-4 and 
particularly to administer the cost allocation process. In 
addition, introduction of departmentwide and statewide 
central cost policy standardization interjected new 
agents (such as state budget officers and cognizant 
departments) in the grantorgrantee relationship. Federal 
grantors tended to resent another agency establishing 
cost rates which they had to accept. 

A study of OMB Cinulm A-87 implementation in 
19716 indicated uneven progress. The study found that 
at both the state and local levels the circular's approach 
required accounting systems that some state agencies 
and many local units were not accustomed to dealing 
with. This indicated the need for an "education" period. 
It also was revealed that, except in the case of welfare 
programs, no additional Federal funds were visibly 
devoted to the additional indirect costs allowed by FMC 
74-4. The only place such overhead costs could come 
from was from those allocated to  program activities. 
'Ihis served as a disincentive to ready compliance by 
grant administrators eager to devote maximum funds to 
program objectives. Even so, there was evidence that the 
central administrative offices of general governments 
stood to benefit, as illustrated by the experience of at 
least one grantee jurisdiction - San Diego ~ o u n t y . ~  

Until FMC 744 was issued, San Diego County 
maintained the usual governmental records of eqendi- 
tures. Developing their first countywide cost allocation 
plan was found to be a "challenging fiscal problem." 
Preparing the county administrative structure to  receive 
the plan, use it, and exploit its potential became a far 
more "challenging problem." As in most local govern- 
ment, the administrative staff was accustomed to a 
revenue and appropriations budget largely based on 
easily developed direct costs. FMC 744 introduced more 
complex indirect cost concepts which were required to 
become a part of regular departmental administration. 
At first, county employees reacted to the circular's 
requirements as a "temporluy phenomenon and a 
Federal bureaucratic nuisance." According to the county 
controller, the need to identify the full financial 
implications and obtain administrative support to pro- 
vide the needed resources to develop and install the 
necessary system was a stubborn educational problem. 
However, persistence paid off, as the county had much 
to gain. Using its plan, San Diego County recovered $5.5 

million per year and foresees expanding recoveries in the 
future. 
This county's experience illustrates the difficulties 

involved as well as the benefits available to state and 
local governments from FMC 744. San Diego County in 
1974 had a $340 million budget and 12,000 employees. 
Even in a local governmental unit of such size and 
sophistication, there were few personnel familiar with 
total county operations who had the experience to 
develop the required cost structures. They also found 
that the county's records and existing accounting system 
were not adequate for making certain necessary cost 
distinctions. 

Another problem involved the Federal government 
itself. The circular provided a firm directive that, if a 
grantee wished to claim indirect costs, it would have to 
establish an approved cost allocation plan and indirect 
cost rates, and the Federal departments were clearly 
directed to  honor those plans. Yet, some Federal 
agencies circumvented implementation. Such impeding 
agency actions included outright refusal to accept claims 
for indirect costs (despite plan approval), or acceptance 
only of those portions selected by the Federal agency 
itself. San Diego County also found that acquiring 
approval of a plan by the Federal and state" agencies 
involved was not a simple task. 

The audit end of the claiming process also presented 
problems. The county found that a number of Federal 
and state auditors were unaware of the sigxuficance of 
the cost allocation plan. Some asked for detailed data 
which was the very thing that FMC 744 process was 
designed to preclude. Both the Federal and state 
governments had an internal education problem 

Implementation of the circular had a capacity 
building effect on county fiscal rnanapment . The 
county realized that although FMC 744 offered a way 
of recovering indirect costs, it was not working effi- 
ciently for an organization of its size and complexity. 
The county plan anocated indirect costs to the depart- 
ment level, but the development of program costs within 
a department required timeconsuming cost studies. This 
really required an automatic program-oriented cost 
distribution system As a result, San Diego County 
initiated plans to develop a sophisticated, computerized, 
fmancial management system The system tracks f m n -  
cia1 accounting by traditional government procedures; 
but, in addition, it provides program accounting, project 
cost accounting, and segregated indirectdirect cost data 
which will provide an on-going fiscal analysis of program 
operations. 

San Diego County's controner concluded his account 
of experience under FMC 744 as follows: 



For the first time, all of our county's 
operations will be defined in terms of direct 
programs that relate to the citizens and 
those programs as well as their component 
activities can be evaluated fiscally on an 
ongoing basis at full cost which will be in 
conformity with our county's cost allocation 
plans.6 

San Diego County's generally positive reaction to the 
cost allocation circular was not the universal pattern at 
the local level, however. Many counties emphasized the 
shortcomings of Federal implementation rather than the 
benefits derived, alleging that Federal agencies were 
deliberately or inadvertently uncooperative in the 
implementation effort. At its Western Regional Con- 
ference in March 1975, the National Association of 
Counties (NACo) adopted a resolution declaring that 
"Federal and state agencies administering Federal funds 
have nearly ceased or have greatly reduced allowance of 
indirect cost for grant proposals from local govern- 
ments. . . by outright refusal to permit inclusion of 
indirect costs; by subjective interpretation of Federal 
statutes and regulations; and through the General Ser- 
vices Administration policy which permits states to 
establish costs allowability more restrictive than FMC 
744." The resolution called on GSA and OMB to 
develop policies to ensure that local governments would 
recover in full indirect costs and convene national inter- 
governmental meetings to clarify and resolve issues 
around allowability of such costs.65 Subsequently, 
representatives of OMB and GSA met with public 
interest groups to discuss these issues as well as problems 
in implementing FMC 74-7, which had been criticized in 
another NACo r e s ~ l u t i o n . ~ ~  The public interest group 
representatives came away with little optimism that 
Federal agency compliance with the circular would soon 
be improved. GSA and OMB representatives indicated 

determination to improve the circular's operation but 
felt that critics too often failed to  back up their charges 
with specific cases of Federal agencies' noncom- 
p l i an~e .~  ' 

State imposition of cost allocations more restrictive 
than the approved Federal allocation, criticized in the 
NACo resolution, was identified by GSA officials as one 
of the continuing problems of implementation. They 
stated that the problem arises particularly because of the 
growth of pass-through programs, such as the Law 
Enforcement Assistance Administration block grant. In 
these cases, the state pass-through agency is no less 
anxious than Federal grantors to assure that funds have 
maximum program effect and, therefore, are inclined to 
restrict the amounts that may be claimed for overhead 
and other indirect costs. 

The grants coordinator of one Federal department 
reported hearing many critical comments, primarily 
from universities and other non-governmental organiza- 
tions, about requirements imposed by states and cities in 
contracting with private organizations. State and city 
organizations were said to be unfamiliar with the cost 
principles that the Federal government intends that 
states and cities use in their dealings with non- 
governmental organizations. 

These problems and other aspects of the implemen- 
tation of FMC 744 were coming under the scrutiny of a 
GAO study initiated in the summer of 1975 and 
scheduled to be completed in the fall of 1976. GAO was 
looking at the legal authority of the circular, the clarity 
of the concepts used, the soundness of OMB's and GSA's 
administrative roles, and management problems in the 
departments and agencies. They were planning to tap the 
experience of state and local governments with the 
circular. 

Views of State Budget Officers, City, County, and 
Federal Off~ials. The ACIR questionnaire survey of 

Question 

Are you aware of the circular? 

Has change occurred in cost methods 
under grant programs? 

If there was change, has it improved 
grant administration? 

Number 
Responding 

35 

Yes 

100.0% 



Question 

Are you aware of the circular? 

I Has change occurred in cost 
methods under grant programs? 

I f  there was change, has it 
improved grant administration? 

City Officials 

Number 
Responding Yes No 

420 56.2% 43.8% 

Number 
Responding 

County Officials 

Yes No 

I Are you aware of the circular? 94 79.8% 20.2% 

I Has change occurred in cost 
methods under grant programs? 

I I f  there was change, has it 
improved grant administration? 

state budget officials asked about their awareness of 
FMC 744;  whether they thought that there had been 
any change in cost determination methods under the 
grant programs; and, if so, whether the change was for 
the better. The results are shown in Item 111-1. 

While a large majority thought that the circular had a 
positive effect (21 of 28, or 75 percent), the endorse- 
ment was not as strong as their views on the provisions 
of FMC 74-7. Respondents' comments indicated some 
discontent that payment of indirect costs does not 
necessarily mean an increase in the total Federal 
payment. 

A similar set of questions addressed to city and 
county officials in the ACIR-ICMA questionnaire survey 
produced the responses shown in Item 111-2. 

City officials showed less awareness of FMC 7 4 4  
than they did of FMC 7 4 4  and felt that less change had 
occurred in the cost area than in the standardization of 
administrative requirements covered by FMC 74-7. On 
the other hand, city officials who saw some change rated 
the two circulars about even in the degree of improve- 
ment produced. County officials generally gave the cost 
circular about as high marks as they had given FMC 
74-7. Comparing the two sets of officials, the county 
group clearly was more aware of the cost circular and 
saw more change in the cost area than did the city 

group. Examining the city responses more closely, 
awareness of FMC 7 4 4  was lowest among the smaller 
municipalities: about 42 percent among those in the 
10,000-24,999 and 25,00049,999 groups. However, 
among those aware of the circular in these lower 
population groups, only a slightly lower percentage saw 
change and improvement than in the larger cities. It 
seems fair to conclude that the circular has decidedly 
less visibility among the smaller municipalities. Apart 
from that, it appears that where the circular is known 
among the city and county officials responding to the 
questionnaire, i t  is accorded a high effectiveness rating. 

When Federal program officials were asked their 
opinions on the effect of the cost principles circular, 190 
responded as follows: 

Roduced substantial 
improvement. 12% 

Roduced moderate 
improvement. 44 

Has had no effect. 43 
Has had negative effect. 1 

The combined percentage of substantial and moderate 
improvement (55 percent) was a stronpr endorsement 



than these officials registered for any of the provisions 
under FMC 74-7. However, it was substantially less than 
the improvement perceived by state budget officials. 

The results by Federal department or agency are 
shown in Table I6 in Volume VII, Chapter IV. The 
favorable experience (substantial or moderate improve- 
ment) was particularly apparent among the administra- 
tors of programs in Agriculture (70 percent), Interior 
(71 percent), Justice (100 percent), Labor (80 percent), 
and DOT (87 percent). 

FMC 73-2: Audit of Federal Operations and 
Programs by Executive Branch Agencies 

Auditing of Federal categorical grants presents a 
complex and duplicative pattern of intergovernmental 
activities. Federal agencies are responsible for developing 
internal audit organizations to provide effective control 
over, and accountability for, all agency funds, including 
those used to assist state and local governments. In 
addition, GAO, an agency of the legislative branch, is 
authorized to  audit all Federal programs and report to 
Congress. States provide for their own audits, and many 
local jurisdictions do likewise by employing their own 
county or city auditors or using independent public 
accountants. Since these various organizations share the 
responsibility for auditing governmental programs, ex- 
pensive and timeconsuming duplication of audit effort 
is not uncommon. 

As early as 1965, OMB (then BOB) issued Circulru 
A-74 to encourage intergovernmental audit coordinatior 
and the sharing of audit fmdings. In 1970, GAO, OMB, 
and several Federal agencies began to develop standards 
which would apply to audits of all government activities, 
whether performed by Federal, state, or local govern- 
ments, independent accountants, or anyone else involved 
in audit work. Increasingly, audit teams include oper- 
ations resewchers, systems analysts, and management 
scientists, as well as accountants. The standards are 
applicable to internal agency audits and grantee program 
audits. The standards expand the audit scope, promote 
the acceptance of the non-Federal audit, and encourage 
greater consistency and quality of audit work. In 1972, 
GAO published the standards in a booklet entitled 
Standards for Audit o f  Governmental Organizations, 
Rograms, Activities, and Functions. In 1973, GSA 
reissued OMB CCreuhr A-73 as FMC 73-2, emphasizing 
reliance on non-Federal audits and performance 
a ~ d i t i n g . ~  

Expanded Audit - Performance Auditing. The under- 
lying philosophy of FMC 73-2 stresses a flexible 

approach to  auditing Federal programs. Under this 
approach, audits can be done by state or local agencies, 
independent public accountants or the cognizant Federal 
agency. All these approaches have merit in different 
circumstances and the circular embraces all of them. 
With regard to intergovernmental programs, the circular 
requires Federal agencies to  coordinate their audit 
requirements and approaches with state and local 
governments and to use reports prepared by non-Federal 
auditors in lieu of Federal audits if the audits meet the 
agencies' requirements. 

For most grant programs, it is not practical to have 
every auditor do his own background research on laws, 
regulations, and program objectives. Therefore, Federal 
or state agencies that rely on and request audits from 
other levels are expected to provide guidance. This 
includes citations to applicable statutes, regulations, 
grant agreements, specific audit objectives, and reporting 
requirements. 

Traditionally, an audit of a grant program determined 
whether financial operations and reports were correct 
and proper, and whether applicable laws and regulations 
were being followed. The circular and GAO standards 
expand the concept to one of "full scope audits," 
encompassing evaluations of economy, efficiency, and 
program effectiveness. These elements of the expanded 
or "performance audit" are difficult to define, however, 
since there are no generally acceptable criteria or 
comparable agreed upon measures for program eval- 
uation. FMC 73-2 indicates, moreover, that full scope 
audits may not be necessary or desirable in all circum- 
stances. The circular suggests that audit organizations 
tailor the scope of their audits to strike an appropriate 
balance between management's need for information 
and the capabilities of their audit organization. 

Implementation. Emphaiss is placed on early and 
broadened audits in order to identify problems soon 
enough in a program while there is time to  make 
meaningful changes. The water pollution control pro- 
gram provides an example of the potential value of early 
"performance" auditing. 

This program involved $5 billion to improve the 
water quality of rivers. Consultants were called in to 
evaluate the program via performance audit. They 
determined after testing that the net water quality 
improvement was zero. The audit concluded that grants 
for sanitary plant construction had been awarded at 
random, irrespective of their location m respect to the 
flow of a river, with the result that the full potential for 
quality enhancement was not realized. The consultants 
recommended achieving at least partial improvement by 



phasing in the plant construction, starting at the river 
source and moving downstream a section at a time. 

Attachement G of FMC 74-7 requires grantees to 
provide for financial compliance audits with reasonable 
frequency, usually annual, but not less than once every 
two years. This mandates a great deal of state and local 
audit activity. FMC 73-2 also requires Federal grant- 
administering agencies to "coordinate their audit re- 
quirements and approaches with (state and local govern- 
ments) to the maximum extent possible." Yet, a 1974 
GAO report:' while stressing that reliance on co- 
ordinated and standardized non-Federal audits could 
reduce the large backlog in auditing grant programs, 
concludes that, for the most part, audit coordination still 
is not extensive. Seven of the ten Federal audit agencies. 
reviewed did not rely on state and local government 
audits to  any significant degree. Federal audit officials 
claim that they cannot rely on state audits because state 
auditors usually do not consider Federal legal require- 
ments, concerns, audit guidelines, and reporting 
methods. GAO found that out of 74 cases where state or 
local auditors examined HUD programs, only 23 of these 
satisfied Federal audit needs. State auditors claimed that 
it was not economically feasible to satisfy Federal audit 
guidelines in a state audit because Federal requirements 
were not really standardized. 

Audit cooperation then is not widespread for a 
variety of reasons. The additional state or local audit 
time required to satisfy Federal audit concerns raises the 
question of who pays for the state or local staff time. 
Federal and non-Federal audit organizations both suffer 
from work overloads, insufficient staff, and tight 
budgets. State audit agencies would like to have a special 
categorical grant to cover their costs of auditing Federal 
programs. Even if there were a special categorical grant 
directed at the audit agencies, however, chances are that 
the state budget agency would take account of that 
additional money and reduce the audit agency's appro- 
priation accordingly. 

At present, the state can claim audit expenses as part 
of program costs. The reimbursement, however, goes 
into the program account and does not end up in the 
audit agency's appropriation. Another problem asso- 
ciated with relying on program funds was pointed out by 
GAO : 

Forcing state auditors to rely on program 
administrators for audit resources has an 
important disadvantage. Because administra- 
tors are in charge of operations audited, they 
can resist making payments and thereby 
inhibit the auditor from maintaining the 

independence required for effective auditing. 
When funds for audits are provided by or 
through program administrators, they can 
have a strong influence on the reporting, 
timing, and scope of the audits.70 

GAO recommended, as one alternative approach, that 
the Federal agency audit organization contract directly 
with the state auditors. GSA agreed to work with GAO 
in developing alternatives and pointed out that the same 
type of problem pertained to local auditors attempting 
to obtain reimbursement for audits of Federally assisted 
programs. 

Another reason besides reimbursement problems that 
there is not greater reliance on non-Federal audit work is 
that no systematic method for evaluation and accep- 
tance has been developed. The audit capabilities of the 
group doing the work have to be assessed to  be 
adequate. These elements of quality control still present 
problems. knother problem is that most audit organiza- 
tions are not presently staffed to  expand the scope of 
their audits to include efficiency, economy, and program 
results. Thus, the lack of adequate staff, an agreed upon 
methodology, and money stand in the way of wide- 
spread use of the coordinated audit. Above all, perhaps, 
auditing units at the different levels have yet to realize 
that their basic task is a complementary one." 

GAO also found that the scope of an audit may vary 
because of the type of grant-in-aid program being 
audited. Most of HEWS audits of formula grants were 
quite comprehensive, while project grant audits were 
usually limited to financial and compliance reviews. 

GSA is pushing the implementation of FMC 73-2 by 
requiring each Federal department and agency t o  submit 
semi-annual progress reports to GSA's Office of Federal 
Management Policy. Specifically, the report is to include 
agency actions for guidance of its auditors; deterrnina- 
tion of audit priorities; cross-servicing arrangements; 
degree of reliance on nowFederal audits; and develop 
ment of audit plans. 

GSA provided the following examples of recent 
efforts to have audit work performed by non-Federal 
auditors: 

Agriculture reported a 16 percent in- 
crease (57 to 66) from 1974 to 1975 in 
the number of state audit groups per- 
forming audits in the Child Nutrition, 
Food Stamp, and Meat and Poultry In- 
spection programs. 

Interior was in the process of seeking full 



substitution of its grantee audits by state 
auditors or independent public account- 
ants. Its FY 1976 budget and audit work 
plan provided for six man-years of grant 
audit work to be assumed by state au- 
ditors, increasing to about ten man-years 
in FY 1977. 

In FY 1975 HUD issued regulations 
providing for non-Federal audits of low- 
rent housing projects. 

The Law Enforcement Assistance Admin- 
istration has attempted to have all  LEAA 
state planning agencies audited by state 
auditors. 

During FY 1975, Labor undertook a 
major effort to encourage state auditors 
to  participate in auditing CETA. 

Implementation of FMC 73-2 and GAO's audit 
standards requires developing capabilities and meth- 
odologies to deal with the concepts involved in the 
"performance audit" approach. The Civil Service Com- 
mission, the Department of Commerce's Interagency 
Auditor Training Center, other Federal agencies, public 
interest groups, and professional associations are pro- 
viding training programs in broad-scope auditing. GAO, 
with the cooperation of Federal, state, and local 
government agencies, organized the National Inter- 
governmental Audit Forum. Forum membership consists 
of Federal, state, and local audit officials and pro- 
fessional group representatives divided into ten regional 
groups. This organization serves as a mechanism for 
exchanging ideas and discussing problem areas. The 
Forum's charter contains the following  objective^.'^ 

to promote the acceptance, interpreta- 
tion, and implementation of the audit 
standards issued in 1972; 
to unite audit executives from each level 
of government for mutually beneficial 
endeavors; 
to  coordinate and standardize common 
audit activities to the maximum extent 
practicable; 
t o  develop satisfactory solutions to 
mutual audit problems; and 
to promote the kind of understanding 
and communication that will result in 
cooperative audit work and mutual re- 
liance on audits performed by others. 

Views of State Budget Officers, City, County, and 
Federal Officials. ACIR's questionnaire survey probed 
state budget officials on their awareness of FMC 73-2 
and their evaluation of its effectivness. The results are 
shown in Item III. 

Budget officials were not as aware of this circular as 
they were of FMC 74-7 and 744 ,  which is under- 
standable considering their institutional interests. A large 
majority of those who thought it had caused some 
changes (15 of 18, or 83 percent) felt the changes were 
improvements. 

The posing of similar questions to city and county 
officials in the ACIR-ICMA questionnaire survey elicited 
the responses shown in Item IV. 

City officials iesponding were noticeably less aware 
of the audit circular than of the other two management 
circulars about which they were questioned. While this 
lower visibility applied to all population groups, i t  was 
especially noticeable among the smaller ones: 35.3 
percent awareness among officials from cities of 
25,00049,999 and 39.8 percent for those in the 

Question 

Are you aware of the circular? 

Have audit practices changed? 

If so, have they improved grant 
administration? 

Number 
Responding 

31 

23 

18 

Yes No 

80.6% 19.4% 

78.3 21.7 

83.3 16.7 



Are you aware of the circular? 

Have audit practices changed? 

If so, have they improved 
grant administration? 

Are you aware of the circular? 

Have audit practices changed? 

I f  so, have they improved 
grant administration? 

Item 111-4 

Number 
Responding 

410 

232 

132 

Number 
Responding 

89 

64 

38 

City Officials 

Yes 

45.1 % 

58.6 

86.4 

County Officials 

Yes 

60.7% 

59.4 

92.1 

10,000-24,999 group. Among those city officials who 
were aware of FMC 73-2, about as hgh a percentage saw 
some change occurring in the audit area as saw change in 
the area of cost determinations under FMC 7 4 4 .  The 
same applied to their perception of improved grant 
administration as a result of the circular. 

The audit circular also had markedly less visibility 
among county officials compared to FMC 74-7 and FMC 
744 .  Here, again, the problem was among the smaller 
jurisdictions: only 37.5 percent of the officials from 
counties of 50,000-99,999 population was aware of 
FMC 73-2. When the officials were aware of the circular, 
they gave high marks to it: 83.7 percent thought it had 
effected improvement in grant administration. 

With this circular, as with the other two management 
circulars, the responses of city and county officials 
indicate that awareness is a problem rather than the 
effectiveness of the circulars. Moreover, the awareness 
problem is largely confined to the smaller jurisdictions. 

When asked a similar battery of questions, 202 
Federal grant administrators responded as follows: 

FMC 73-2 produced substantial 
improvement. 8% 

It produced moderate improve- 
ment. 28 

It has had no effect. 58 
It has had a negative effect. 5 

A clear majority saw no effect. Only 36 percent saw 
an improvement, compared to 68 percent of the state 
budget officials. The 36 percent improvement rating is 
about the same as their overall rating of the impact of 
FMC 74-7 but less than their rating of FMC 7 4 4 .  

The responses by department or agency are shown in 
Table 1 7  in Volume VII, Chapter IV. Registering high 
percentages of improvement were HEW-SRS (100 
percent), Justice (80 percent), and DOT (75 percent). 

IMPROVING INFORMATION AND 
COMMUNICATION 

Basic to any movement to strengthen intergovern- 
mental relations are efforts to improve communication 
among the levels of government. In the past decade, the 
Executive Branch, largely through OMB, has launched a 
number of initiatives to improve intergovernmental 
communications, much of which has focused on grants 
and grants administration. In June 1967, OMB issued 
Circular A-85 prescribing procedures whereby chief 
executives of state and local government have the 
opportunity to review and comment on proposed new 
administrative regulations, guidelines, and procedures, in 
accord with certain general purposes of the Intergovem- 
mental Cooperation Act of 1968. The Catalog of Federal 
Domestic Assistance, preceded by the OEO catalog 
published in December 1965, was developed to identify 
and describe grant programs available to potential 



applicants. OMB Circular A-98, now Treasuly Clrcular 
1082, was issued in July 1969 to provide states with 
Federal assistance information useful to state budgeting 
and planning activities, in accordance with Section 201 
of the Intergovernmental Cooperation Act. In March 
1972, OMB formally initiated the regional management 
information system (RMIS), whose basic objective was 
t o  provide Federal Regional Councils with a more 
systematic capability for collecting and using informa- 
tion in carrying out their intergovernmental and inter- 
agency coordinative functions. Finally, since 1967, OEO 
(now Community Services Administration) has compiled 
and issued an annual report on Federal outlays by 
geographic location for use by state and local govern- 
ments, Congressmen, and other interested parties.74 

These efforts to facilitate communication from the 
Federal t o  state and local governments are described and 
evaluated in this concluding section.75 

TC 1082: The State Information Gap 

The circular was issued pursuant to section 201 of the 
Intergovernmental Cooperation Act of 1968, which 
provides that: 

Any department or agency of the United 
States government which administers a pro- 
gram of grants-in-aid to any of the state 
governments of the United States or to their 
political subdivisions shall, upon request, 
notify in writing the governor, the state 
legislature, or other official designated by 
either, of the purpose and amounts of actual 
grants-in-aid to  the state or to its political 
subdivisions. In each instance, a copy of 
requested information shall be furnished the 
state legislature or the governor, depending 
upon the original request for such data. 

The circular applies to all grants-in-aid awarded to  
states or their political subdivisions by Federal agencies. 
Agencies are required to provide notification to the 
appropriate state central information reception agency 
(SCIRA) for each grant awarded and for subsequent 
related transactions. Notification is to be given on form 
24076 to the SCIRA concurrently with formal notifica- 
tion to the grantee. The circular also encourages agencies 
to  use the form 240 to notify states of benefits and 
assistance beyond grants-in-aid, such as research and 
development grants and contracts, loans, and payments- 
in-kind. 

GAO Study. The General Accounting Office reviewed 
the administration of TC 1082 to determine whether it 
was functioning in line with the intent of section 201 of 
the In tergovemmental Cooperation Act. It found that 
because of the circular's restrictive definition of the 
forms of financial assistance on which information is to 
be supplied, and despite OMB's encouragement of 
agencies to report all Federal financial assistance to  the 
states, reporting still was not complete. States lacked full 
information on who in each state received assistance, 
why it was provided, and where the aid was having an 
impact. The 240 forms often were not complete, 
accurate, or legible, so that states were compiling 
erroneous and incomplete data. Part of the difficulty 
was that the form was not part of agencies' standard 
Federal assistance application package and, therefore, 
received little attention in the processing of grant 
applications. GAO suggested that data be provided to 
states directly from agencies' internal information sys- 
tems rather than from the manually prepared forms 240. 
It also concluded that, with transfer of monitoring 
responsibility to Treasury, OMB may have under- 
estimated the need for interagency coordination in 
providing information to  the states and the relationship 
between TC 1082 and the review and comment function 
under OMB Circular A-95. 

GAO recommended legislation to require Federal 
agencies to report to each state on all Federal financial 
assistance to  the state and its political subdivisions. 
Pending the legislation, it urged OMB to direct Federal 
agencies to do so. It also recommended that OMB 
evaluate other methods of giving states grant award 
information, including using agencies' internal informa- 
tion systems. 

OMB generally agreed with GAO's findings and con- 
clusions and concurred in its recommendations. It 
recognized the need for exercising overall leadership and 
coordination of TC 1082, but said implementation of 
the circular also requires agency leadership and support. 
On the matter of expanding program coverage, OMB 
acknowledged the need but cautioned against expansion 
until there could be an assessment of such matters as 
privacy of information, states' needs for certain detailed 
rather than aggregate information, and the possible 
expanded workload. OMB did examine GAO's conten- 
tion that grant award notices could be produced from 
agencies' internal information systems but found in a 
number of cases that major modifications in data 
collection and programing systems would be required 
to implement this recommendation. OMB agreed to 
review improved means to provide Federal aid data to 
state and local governments and to  consider the issue of 



the locus of administrative responsibility for the func- 
tion. 

Intergovernmental Information Systems Improve- 
ment Project. OMB's review was initiated in late 1974 as 
an interagency study with the objectives of examining 
the possibilities of better compliance with TC 1082, 
reviewing program coverage of OMB Circular A-95 and 
TC 1082, and tying together informational aspects of 
FMC 74-7 face sheets, TC 1082 reports, and agency 
notifications of action to clearinghouses required by 
A-95. The study, known as the Intergovernmental 
Information Systems Improvement Project, was con- 
ducted by a team of representatives from OMB, Treas- 
ury, and CSA. 

In its final report,78 the interagency group reported 
achievement of all its original objectives. The changes 
were accomplished mainly through revisions in FMC 
74-7 and TC 1082. The FMC 74-7 revision was published 
in the Federal Register on November 21, 1975. On the 
same date, the Treasury Department published the 
proposed TC 1082 revision, which became final on 
February 17,1976. 

Development of Multipurpose Face Sheets. New 
standard form 424 (SF 424), formally issued in the 
revised FMC 74- 7, replaces Part I of four previously used 
application and preapplication forms. It was to be 
phased in completely by June 30, 1976. For A-95 
purposes, it becomes the required form for Federal 
agency notification to clearinghouses of action taken on 
A-95 program applications. In addition, applicants may 
use it as an early notice that Federal assistance is to be 
applied for. Also, Federal agency program officials are 
encouraged to use the new form under Part I1 of A-95 to 
provide state and local governments with information on 
direct Federal development projects and to provide 
feedback on project action. For TC 1082 purposes, the 
new SF 424 replaces the old SF 240 and was to be 
phased in completely by June 30,1976. 

Program Coverage Expansion for A-95 and TC 1082. 
Only a relatively modest expansion was achievable for 
14-95. Some 38 programs were added, largely in the 
human resources area, bringing the total coverage to 
about 200 programs. This limited increase was because 
the scope of A-95, Part I, is restricted to programs 
providing financial assistance to projects and activities 
which affect state, areawide, and local development, 
including development of natural, economic, and human 
resources. Also, Part I is intended to provide clearing- 
houses an opportunity for review of these particular 

programs, and is not intended to be used by state or 
local government to require additional program coverage 
which does not fit the intended criteria. 

To facilitate maximum program coverage expansion 
under TC 1082, the circular has been strengthened in 
several ways. First, in reporting grants-in-aid to states or 
political subdivisions, Treasury will consider waiving the 
seven-day reporting requirement in favor of batch release 
no later than ten days from the end of the month, if the 
agency can achieve more effectiveness or substantial cost 
savings and if it can be insured that this will not unduly 
affect intended users. Second, a new mandatory report- 
ing category has been added. This requires "supple- 
mental reporting" of all other Federal assistance (not 
just grants-in-aid), regardless of recipient type, where 
there is perceivable need for such information to 
facilitate state and local governmental planning, budget- 
ing, or program administration. The seven-day reporting 
requirement has been waived in favor of reporting as 
expeditiously as feasible, including, as one alternative, 
existing agency reports on existing reporting frequencies. 
It is expected that a considerable shakedown will be 
required before any meaningful analysis can be made of 
this information change. 

Improving Compliance. Compliance has been im- 
proved in a number of ways. These include: 

The distinction between TC 1082 and 
A-95 reports has been clarified. Also, 
action has been successfully concluded 
with all but a few states to eliminate, for 
reporting purposes, separate addresses at 
the state level for TC 1082 and A-95 
reporting. 

The revised TC 1082 carries instructions , 

on reporting change action notifications 
and requires agency operating instruc- 
tions to include specific criteria and 
guidelines for determining actions not 
significant for reporting purposes. 

TC 1082 will require agencies to develop 
written operating procedures, and Trea- 
sury will review their adequacy. Also SF 
424 instruction sheets contain specific 
instructions for Federal agency com- 
pliance with TC 1082 

The revised TC 1082 requires agencies to 
establish written procedures to insure 



that compliance reviews are conducted by 
an office independent of the office re- 
sponsible for preparation of the award 
notification, and that the adequacy of 
compliance reviews is included as part of 
the agency's internal audit coverage. In 
addition, the GAO has agreed to in- 
corporate compliance monitoring as a 
standard review item in its periodic 
auditing of financial assistance programs, 
as applicable. Agencies have been encour- 
aged to involve their field components in 
monitoring. FRCs will work with their 
respective states to make periodic com- 
pliance reviews. Finally, TC 1082 en- 
courages a closer tie to the agencies' 
automated internal management systems 
where this is feasible and cost effective 
for reporting purposes. 

State Action. Some states are taking actions on their 
own to try to decrease the "information gap." The 
Maryland Commission on Intergovernmental Co- 
operation proposed legislation to meet state needs for a 
more complete and accurate inventory of Federal aid 
activity. In its 1974 annual report?9 the commission 
recommended legislation requiring d l  state and locd 
agencies to report Federal awards to the Department of 
State Planning. 

The Illinois Commission on Intergovernmental 
Cooperation indicated their frustrations with 'If2 108i: 
Included in their December 1974 reporta0 are re- 
commendations for state action. Illinois found that TC 
1082 information was "incomplete, illegible, and occa- 
sionally incoherent." The report claims that data pro- 
vided were inadequate for their purposes. In order to 
meet state information needs, the commission started 
surveying grant recipients themselves. The commission 

indicated the need for reliable, effectively administered 
TC 1082 information for purposes such as: 

to  evaluate the impact of Federal aid 
upon state and local performance in 
specific jurisdictions and functions; 
to  assess the equity of state and local 
systems of finances; 
to account for differences in Federal aid 
available to, and used by, various juris- 
dictions; 
to improve fiscal control by state budget 
agencies, legislative bodies, and auditors; 
to  assist in budget formation and review 
activities of the executive and legislature; 
and 
to provide information and identifying 
providers of particular services to be used 
in planning and coordination of such 
services. 

Assessments of State Budget Officers, Federal Offi- 
cials. The ACIR questionnaire survey of state budget 
officers sought their views on the usefulness of TC 1082. 
The results from 33 respondents are shown in Item 111-5. 

Seventy-three percent of those responding to the 
question thought the circular had improved administra- 
tion. When asked the same question with respect to  the 
three other management circulars (or part thereof), the 
budget officers registered a "Yes" vote of 78 percent or 
higher. This suggests that TC 1082, from their vantage 
point, has been the least effective of the lot. 

In response to another ACIR questionnaire, the 
administrators of 193 Federal grant programs replied as 
follows regarding TC 1082: 

Has produced substantial 
improvement. 5% 

Question 

Are you aware of TC 1082? 

Do you think it has effected 
change? 

If it has caused change, did it 
improve grant administration? 

Number 
Responding Yes 

33 97.0% 



Has provided moderate 
improvement. 25 

Has had no effect. 69 
Has had neptive effect. 2 - 

101%. 
*Due to rounding. 

The administrators' assessment of the effectiveness of 
TC 1082 was in the middle of the range of the ratings 
they gave to all the circulars. They did not give it as 
strong an endorsement as the state budget officials did. 

Responses by department or agency are presented in 
Table 18 in Volume VII, Chapter IV. 

Regional Management Information System 
(RMIS) 

Executive Order 11 731 issued by President Nixon 
stressed Federal Regional Councils' responsibilities for 
improving coordination among Federal agencies and 
between levels of government. RMIS was developed to 
support both kinds of FRC activities but particularly the 
intergovernmental aspect." It was formally initiated by 
OMB in March 1972, with approval of the RMIS Project 
Initiation and Management Plan. It had three sub- 
systems: 

SEDS - Social, Economic, and Demo- 
graphic Information Subsystem, designed 
to provide information useful in defining 
program needs; 
BIS - Program Budget Information 
Subsystem, designed to provide more 
comprehensive and timely information on 
projected program funding, i.e., 
resources; and 
REGIS - Regional Grant Tracking Infor- 
mation Subsystem, designed to enable an 
FRC to track grant applications from 
initiation to final disposition. 

This ambitious information system effort has had mixed 
success. 

SEDS. SEDS never went beyond the pilot or develop- 
mental stage. It was tested in four FRCs, which were 
asked to identify the needs of all the Federal programs 
active in their regions. The SEDS managers found little 
commonality in the reports received from the four 
FRCs. They concluded that the scope of the project was 
too comprehensive, covering the entire nation and all the 
Federal programs, and that the identification of needs 

would have to be approached on a program-by-program 
basis to be manageable. 

BIS. Under the Budget Information Subsystem, after 
budget requests are approved by the President, Federal 
agencies submit their program budget figures to FRCs 
broken down by grant program and the expected 
state-by-state distribution. This information is then 
transmitted to the states through the FRCs to help 
reduce the uncertainty that surrounds estimation of 
Federal revenues when they prepare state budgets. There 
is no breakdown provided below the state level. 

The state-by-state distribution is naturally easier to 
project for the formula grants. For discretionary or 
project grants, Federal agencies rely mostly on historical 
patterns for their estimates. 

OMB finds that the feedback from the states is not an 
overwhelming endorsement of the information effort. 
Yet the parties involved regard it sufficiently useful to 
be continued. It is the only one of the three RMIS 
components that remains in operation. 

REGIS. REGIS, the system for tracking Federal 
grants from application to award of a proposal, was 
developed by OMB and several states in 1972 and 
operated by FRCs. Data on applications was to be 
obtained through the review and comment process of 
A-95, and data on grant awards was to be provided by 
Federal grantor agencies under TC 1082. 

A 197 1 OMB survey had found that regional directors 
of Federal agencies needed better information on which 
to base specific discretionary grant decisions and more 
systematic interagency and intergovernmental coordina- 
tion. For planning purposes, state and local governments 
needed better information on funds requested and funds 
received from Federal programs. 

REGIS was pilot-tested in the Boston and Dallas 
regions. While OMB concluded, in 1974, that in the 
majority of cases the system was marginally responsive 
to individual regional agency needs, still it was of major 
benefit to A-95 clearinghouses and state and local 
officials. The Under Secretaries Group for Regional 
Operations therefore decided to expand REGIS to all 
ten Federal regions. 

Meanwhile, GAO reviewed the experience in the two 
regions and "saw problems with the completeness and 
accuracy of grant award data provided by the Federal 
agencies."82 It found that REGIS did not rely on the 
internal grant information systems of the Federal 
agencies as the data source. Special forms were used 
which were not essential parts of the standard package 
of material used for grant applications by applicants and 



Federal agencies. GAO ascribed Federal agencies' in- 
ability to provide data to REGIS to this failure to 
integrate the reporting effort with the agencies' internal 
information systems. It concluded that, "as long as 
REGIS remained independent of the agencies' internal 
systems, the agencies would continue developing and 
using their systems while devoting limited effort to 
developing and using REGIS."83 It should be noted that, 
in response to GAO's position, OMB has indicated that 
the special forms were eventually to have replaced the 
74-7 application face sheets. As such, the form could be 
an input into agency internal information systems." 

Subsequent to the GAO report, the Under Secretaries 
Group voted to terminate the pilot tests and rescind its 
decision to  expand REGIS to all ten regions because of 
inability to obtain a firm commitment on financing the 
expansion and because of the critical findings of the 
GAO report. 

OMB reported that many FRCs and SCIRAs regretted 
the cancellation of REGIS. Some felt that since the main 
purpose was to track $he broader award process from 
intent through decision, the knowledge of intent to 
apply was more si@cant for planning and budgeting 
purposes than information on what had already 
happened; and, therefore, a lack of complete historical 
data was not critical. On the other hand, GAO noted 
that the tracking ability under REGIS was limited to 
only those programs covered under OMB Circular A-95, 
which at that time covered only 139 of the approximate 
400-500 money programs available to state and local 
governments. Program coverage under REGIS could not 
have expanded until OMB increased the number of 
programs subject to A-95. GAO thought that a tracking 
system, to be effective, should cover close to 100 
percent of the program universe." 

OMB proposed to look into the need for linking the 
data needs under FMC 74-7, OMB Circular A-95, and TC 
1082 to one another and to existing internal agency 
information systems. One of the key recommendations 
of the Intergovernmental Information Systems Improve- 
ment Project team, and the revision in FMC 74-7 and TC 
1082, cited earlier, addressed itself to this problem. 

The Catalog of Federal Domestic Assistance 

The first systematic and objective compilation of 
Federal programs of assistance to state and local 
governments was prepared for the Senate Subcormnittee 
on Intergovernmental Relations in 1964. Supplrnents 
were issued by the subcommittee in 1965 and 1966, 
updating the inventory to include all programs enacted 
during the first session of the 89th Congres.s8 

Meanwhile, a number of departments and agencies 
issued separate compilations of program data of varying 
scope, and, in December 1965, the Office of Economic 
Opportunity published a fairly comprehensive Catalog of  
Federal Programs for Individual and Community Im- 
provement. To avoid the confusion resulting from the 
appearance of several general purpose catalogs, the 
Bureau of the Budget, in February 1967, asked all 
agencies to cooperate in the development of a single 
general purpose catalog based on the OEO volume. This 
became the Cotalog of Federal Domestic A~sistance.~' 
Responsibility for the catalog rests with the Office of 
Management and Budget, which publishes 50,000 copies 
each June and periodic updating supplements. Thirty- 
five thousand copies are for general free distribution to 
cities and counties and other governmental units with a 
minimum population of 250,000. Magnetic tapes for 
computer use are also available. 

In issuing the 1974 catalog, OMB enclosed a "User 
Questionnaire" which solicited suggestions for improve- 
ment. Responses indicated the desire for more frequent 
updating - perhaps monthly instead of semi-annually - 
and more information on the funding levels of the 
various programs. Some users urged more indexing of 
relevant public laws and regulations and more cross- 
referencing. GAO would like to see more programs 
listed, since agencies exclude certain programs. As was 
noted previously, catalog lists of programs covered by 
OMB CTrcular A-95, TC 1082, or FMC 74-7 or requiring 
state plans often are not complete or definitive. To a 
considerable extent this reflects the difficulty of keeping 
the lists current, given the frequent changes in the 
coverage of the three circulars due to legislative changes 
and the need for closer monitoring by the agencies 
responsible for the circulars which, in turn, supply the 
information for updating the catalog. 

In the proposed Executive Branch position on imple- 
mentation for recommendation F-2 of the Procurement 
Commission report, concern was expressed over the 
inconsistency in catalog information: 

Under the current rules for preparing the 
catalog, the Office of Managment and 
Budget gives the agencies general guidance 
for determining what constitutes an assist- 
ance program. However, all agencies do not 
list the same types of effort in the catalog. 
For example, some agencies list basic re- 
search which they support, while others do 
not. This problem suggests that a review of 
all assistance programs should be supple- 
mented by developing a specific definition 



Question 

Are you aware of the catalog? 

If so, do  you find it an adequate 
aid in identifying and obtaining 
Federal assistance? 

ltem 111-6 

Number 
Responding 

37 

Yes 

100.0% 

of assistance and possibly a refinement of 
the interface between assistance and pro- 
c ~ r e m e n t . ~  

It  is noteworthy that the June 1975 catalog, for the 
first time, defined types of assistance. Sixteen kinds 
were listed and were assigned by code letter to  the 
appropriate programs in the agency index. 

In its August 1975, report on state and local 
government problems in obtaining Federal assistance, 
GAO reported that they were told by several govern- 
mental officials that "the catalog is not totally useful to 
them, because the information is not current and does not 
include the amount of funds available for each pro- 
gram."89 OMB responded that the catalog contains all 
of the information that the GAO report says is needed 
on virtually all domestic assistance programs. OMB 
questioned the value of trying to  keep the information 
in the catalog more current: 

I t  is inevitable that some of the information 
will be outdated when the catalog is pub- 
lished, given daily action on authorizing 
statutes, appropriations, administrative re- 
quirements, and grant awards. However, our 

experience suggests that attempting to keep 
this information continually up to date 
would be an expensive, unmanageable, and 
probably fruitless endeavor. That is why the 
offices and addresses of local contacts are 
p r ~ v i d e d . ~  O 

Viws of State Budget Officers, City, County, and 
Federal Officials. The ACIR questionnaire survey of 
state budget officials included a series of queries on  the 
catalog. The results, from 37 respondents are shown in 
Item 111-6. 

If the officials indicated that they found the catalog 
inadequate, they were asked to identify needed improve- 
ments. Comments included: "New programs are not 
included. . . in a timely manner." "Needs to  be more 
current." "Format, detail, current updates, indexing, 
etc., are inadequate." "Fine for a general reference but 
necessarily omits many significant detruls." One official 
commented that while the Catalog is adequate for 
identifying purposes, "more information is needed about 
grant funding cycles and obtaining funds." 

The same questions were put to city and county 
executives in the ACIR-ICMA questionnaire survey. 
Their responses are shown in Item 111-7. 

I ltem 111-7 

I Cities Counties 

I Number Number 
Question Responding Yes No Responding Yes No 

I Are you aware of 
the catalog? 528 89.2% 10.8% 113 91.2% 8.8% 



Awareness and ratings of adequacy were not as high 
as in the case of the state budget officers but were still 
remarkably strong. There was also great consistency 
between the two groups of officials. 

Over 160 officials submitted comments on catalog 
improvements needed. By far the two most common 
suggestions were for more frequent updating (36) and 
accurate information on the status of available funds 
(26). On the latter, a number of officials urged the 
inclusion of some kind of realistic assessment of the 
chances of obtaining funds. Other recurring comments 
were that, on the one hand, the catalog needed more 
detail (11) and, on the other, that it was too cumber- 
some (9); and that it is a fine aid for identifying available 
assistance but not much help in obtaining it (8). 

Federal departmental grant coordinators interviewed 
by ACIR staff were unanimously of the view that the 
catalog is a useful and necessary document. Their 
criticisms were largely similar to those expressed by the 
state officials: lack of specificity and completeness, 
inaccuracy in places, and,occasional fuzziness as to what 
is an assistance program. They did not, however, take 
specific issue with the inadequacy of funding data. 

Federal Outlays Reporting System 

Chiefly in response to Congressional pressure for data 
on where Federal funds were being spent on a geo- 
graphic basis, OMB, in 1967, instituted a report on 
Federal outlays. Through OMB circu& A-84, it requires 
all Executive departments and agencies to submit infor- 
mation annually (initially it was semi-annually) on their 
outlays of all government-administered funds except 
deposit funds. Outlays include, in addition to grants-in- 
aid to state and local units, grants to individuals and 
private institutions, payments for direct purchases of 
materials, supplies, and equipment, expenditures for 
construction of facilities, and payments for seven other 
specified categories of obligation. The data is compiled 
and published each December in 53 volumes by Commu- 
nity Services Administration (successor to OEO). Dollar 
outlays are shown by agency, program, and "influence 
a~tivities"~' for every county and for each city over 
25,000 population. "Grant Outlays" are separated from 
"Other Federal Outlays," and "Influence of Federal 
Activities." The FY 1975 issue also shows the catalog 
number from the Catalog of Federal Domestic Assist- 
ance for about 75 percent of the assistance programs 
listed in the catalog. 

In some cases, Federal outlays pass through state 
governments or their intermediates before reaching the 
ultimate recipient. To allocate these funds by geographic 

location, Federal agencies use a proration technique 
which most nearly approximates the probable d~stribu- 
tion of funds on a geographic basis. The FY 1975 report 
contains 25 such allocation methods. 

Improvements were made in the report from year to 
year, but there was no comprehensive review of policies 
and procedures until 1974, when OMB established an 
interagency task team. Its purpose was to improve the 
quality and usefulness of the data, select an organization 
to repalce OEO as the producer of the report (President 
Nixon had decided to abolish OEO), and improve OMB 
Circular A-84. 

The task team's principal recommendation was for an 
expansion of six people in the central staff responsible 
for the report. It stated that: 

Although a number of superficial improve- 
ments can be made to the report in terms of 
format and content, major improvements, 
such as increasing the accuracy of the data 
or providing data by individual Congres- 
sional districts, cannot be accomplished 
without additional full-time staff (manage- 
ment analysts, statisticians, accountants) 
experienced in developing and operating 
information sy~tems .~  

The expanded staff would permit continuous quality 
control, development and refinement of reporting by 
Congressional districts, development of an urban-rural 
Federal outlays forhat, a continual review of report data 
to ensure compatability with other Federal aid docu- 
ments with respect to common definitions and data, a 
review of statistical allocation techniques, and timely 
response to  requests for special reports. 

The recommendation for added staff was not ac- 
cepted by OMB, so the central staff in CSA remains at 
about five full-time people. Another rejected recom- 
mendation was that OMB assume full responsibility for 
the Federal Outlays Report. Reasons for the recom- 
mendation were that OMB would then have an easier job 
of handling quality control, would control both the 
policy (A-84) and the reporting responsibility, and the 
change would permit close ties between the catalog and 
the Federal budget document. 

Several task team recommendations were imple- 
mented, however, including presentation of summary 
tables indicating state rankings and percentage distribu- 
tions in major functional categories, by major Federal 
government organization unit and selected demographic 
characteristics, more accurate descriptions of the statisti- 
cal allocation techniques, and the separation by grants, 



other Federal funds, and influence of Federal activities, 
noted above. 

Despite the recent improvements, the outlays report 
continues to have limitations. Its accuracy depends 
heavily on the accuracy and completeness of data 
provided by the departments and agencies. Figures are 
not easily reconciled with fiscal data from other key 
sources, such as the Treasury report on Federal aid to 
the states and the many fiscal reports of the Bureau of 
the Census. Because many of the figures for counties and 
cities are statistical allocations, state and local officials 
needing precise data must rely on other sources. 

Yet the report does provide in one place a picture, 
however imperfect, of the fiscal impact of Federal 
operations by geographic area, and has become more 
useful with new improvements, such as the separation of 
grants from other outlays and the identification of 
grants by catalog number. It provides a picture not 
obtainable from any other central source at the present 
time and is particularly useful for Congress, its original 
Customer. 

OMB Circular A 8 5  

OMB Circular A-85 is designed to offer chief execu- 
tives of state and local governments via their national 
associations (the public interest groups) the opportunity 
to review and comment on major proposed Federal 
rules, regulations, standards, procedures, and guidelines 
and on organizational changes which significantly affect 
state and local governments. Whenever possible, the 
consultation is to take place early in the development of 
such actions. The process, started in June 1967, is in 
tune with section 401(c) of the Intergovernmental 
Cooperation Act of 1968, which provides that "All 
viewpoints-national, regional, state, and local-shd, to 
the extent possible, be fully considered and taken 
into account in planning Federal or Federally assisted 
development programs and projects." 

The circular sets forth guidelines which Federal 
agencies are to use in determining which of their major 
agency regulations and interagency agreements are to be 
channeled through the consultation process. Responsibil- 
ity for administering the process is vested in the 
Advisory Commission on Intergovernmental Regula- 
tions. The ACIR transmits proposed regulations from 
Federal agencies to the public interest groups and 
forwards the latters' comments back to the agencies. It is 
required to submit an annual report on A-85 activity to 
the Director of OMB. 

Implementation. ACIR's report for lWs9 is fairly 

representative of the reports issued since the circular's 
inception in regard to the activity during the year and 
the problems identified in operation of the circular. 
Table 111-8, from the report, summarizes agency activity 
in terms of the number of agency submissions which 
were put through the A-85 mill. 

These figures provide little clue as to how well 
Federal agencies were complying with the circular in 
submitting all the proposed regulations that should have 
been submitted. As the annual report notes, no com- 
pletely satisfactory answer can be found to that question, 

Table 111-8 

Number of Issuances Submitted 
by Federal Agencies 

Through A-85 Process: 1975 

Health, Education and Welfare 
Environmental Protection Agency 
Justice (LEAA) 
Transportation 
Agriculture 
Labor 
Housing and Urban Development 
Interior 
Treasury 
General Services Administration 
Office of Management and Budget 

Total 

Source: ACIR, Annual Report on Operations Under OM8 
Circular A-85, January 30, 1976, p. 2. 

since, as a practical matter, the submission decision rests 
with the agency, and "in the absence of clear guidelines, 
it depends largely on how well the agency is organized to 
handle A-85 compliance, how well its officials under- 
stand the circular and how committed they are to the 
principle of intergovernmental cooperation on which it 
is based."94 

The public interest groups periodically complain that 
regulations are issued without their having an opportu- 
nity to  comment beforehand. In some of these cases, the 
issuing agency felt that A-85 did not apply; in others, it 
thought it could not afford to further delay the issuance. 

The other side of the coin is the performance of the 



Table 111-9 

Response Record of Public Interest Groups under A-85 Process: 1975 

Public 
Interest Total With No Late No 
Groups Responses Comments Comment Response Response 

ICMA 109 
NACo 86 
N LC 16 
USCM 12 
NGC 52 
CSG 1 

Source: ACIR, Annual Report on Operations Under OMB Circular A-85, January 30,1976, P. 3. 

public interest groups. Tables 111-9 and 111-10 from comment on proposed rules and regulations. Others view 
ACIR's 1975 report summarize the response record in it as more of an early warning system to alert them to 
1975 and the comparative non-response record for the upcoming agency promulgations. Others view it as a 
past four years, respectively. safety valve process, to be used when other attempts to 

The response rate varied significantly among the influence Federal agencies fail. Even the interpretation 
public interest groups, In part, this may be explained by of the "no comment" response option varies from group 
the varying uses to which they put the A-85 process. to group, thereby affecting the response rate of an 
Some view it as providing a prime opportunity to individual organization. 

Table 111-10 

Public 
Interest 
Group 

ICMA 
NACo 
N LC 
USCM 
NGC 
CSG 

Percentage of Issuances Under A-85 Process on Which No 
Response was Received by ACI R: 1972- 1975 

Source: ACIR, Annual Report on Operations Under OMB Circular A-85, January 30, 1976, p. 4. 



Even accepting the notion that some non-responses 
are deliberate and strategic, the report concludes, "the 
rate of response should be higher. The low rate militates 
against the usefulness of the circular and provides a 
disincentive for the agencies and departments to scrupu- 
lously comply with the circular." 

The agencies share some of the responsibility for this 
response record. The high rate of "responses with no 
comments" suggests in part that agencies tend to submit 
material clearly not relevant to state and local govern- 
ment concern. The frequent tardiness of responses (106 
of the 276 total responses) resulted from agency 
submission of complex draft regulations under circum- 
stances requiring unrealistically short public interest 
group review and comment periods. 

In a summary of the several problem areas in the 
language and performance of A-85, the 1975 report 
leveled additional criticisms at the agencies and OMB. 

Agencies rarely respond to major changes 
to circulated drafts suggested by the 
public interest groups. According to para- 
graph 5(e), an agency is supposed to 
indicate why it did not accept such 
changes. 

There is inadequate preconsultation of 
the public interest groups by the agencies. 
Such consultation is encouraged in para- 
graph 3(a) in order to minimize the need 
for extensive review and discussion at the 
final stages of development of regula- 
tions. 

OMB almost always exempts agencies 
from compliance with provisions of the 
circular when asked to do so. 

OMB has failed to clarify the ambiguous 
language in the circular around which 
most agency compliance questions re- 
volve. At the same time, OMB continues 
to grant most agency requests for waivers 
on a case-bycase basis. 

Final regulations are infrequently cir- 
culated to the public interest groups, 
except in a flood at the end of each 
calendar year. 

Agencies regularly turn to the A-85 
process simultaneous with or after a draft 

regulation's publication in the Federal 
Register, thus frustrating the hope for 
early consultation. 

The annual report concluded that no real progress 
was made in solving or mitigating any of these problems 
in 1975. "Measured against the effort and conflict 
inherent in the process as it currently exists, the ongoing 
problems raise questions about whether the A-85 process 
should be continued in the absence of significant reform 
and ~trengthening."~ 

SUMMARY OF FINDINGS 
AND CONCLUSIONS 

This chapter has reviewed the development, sub- 
stance, and results of two of the major thrusts of the 
recent movement for "middle range" reform of categori- 
cal grants - the standardization and simplification of 
grant administration procedures and the improvement of 
intergovernmental information and communication. 
These reforms derived from a range of legislative and 
administrative initiatives, including most significantly: 

The Intergovernmental Cooperation Act 
of 1968 - which focused on improving 
administration of grant programs and 
established a legislative mandate for many 
improvements. 

The FAR Rogram (Federal Assistance 
Review) - a three-year interagency effort 
to  decentralize, simplify, and standardize 
grants administration. 

PARCC (Planning Assistance and Re- 
quirements Coordinating Committee) - 
organized by HUD and later associated 
with the FAR effort. Developed recom- 
mendations to eliminate duplication of 
planning efforts, to clarify planning goals, 
and to simplify and standardize planning 
requirements attached to grant programs. 

JFMIP (the Joint Financial Management 
Improvement Program) - established 
governmentwide cooperative effort to im- 
prove the financial management of Fed- 
eral funds. 

Interagency Audit Improvement Group - 
developed audit standards and the con- 
cept of the expanded audit. Sought to 



promote acceptance of the non-Federal 
audit and emphasize the need to avoid 
costly and annoying application of audit 
efforts. 

The Commission on Govenunent Rocurn 
ment - created in 1969 to analyze and 
clarify the confusion in Federallnon- 
Federal procurement and assistance rela- 
tionships. 

Reform actions emanating from these and other 
legislative and interagency efforts included the develop- 
ment and implementation of several key management 
circulars and the initiation of a number of processes and 
vehicles for the improvement of intergovernmental 
communication. The management circulars represented 
an effort to deal for the first time on a systematic basis 
with problems of administrative procedures and require- 
ments that occurred across-the-board among the prolifer- 
ated categorical grant programs. On the organizational 
front, these reforms were paralleled by the institutional- 
ization in the Executive Branch - in OMB, then GSA, 
then again in OMB - of a centralized responsibility for 
improved management of grants-in-aid and related inter- 
governmental activities. In Congress, they aroused the 
interest of the two Subcommittees on Intergovernmental 
Relations and attracted growing attention from the 
General Accounting Office. 

The three key management circulars were: 

GSA Circular FMC 74-7 (formerly OMB 
Circular A-1 02) - Uniform administrative 
requirements for grants-in-aid to state and 
local governments. 
FMC 74-4 (formerly A-87) - Cost prin- 
ciples applicable to grants and contracts 
with state and local governments. 
FMC 73-2 (formerly A-73) - Audit of 
Federal operations and programs by Ex- 
ecutive Branch agencies. 

FMC 74-7 was a landmark circular. It standardized 
and simplified 15 areas of grant administrative require- 
ments, largely affecting financial management, and 
placed restraints on Federal grantor agencies' imposition 
of "excessive" requirements. State budget officials re- 
sponding to an ACIR mail survey overwhelmingly saw 
the circular as bringing about improvement. City and 
county officials also clearly endorsed the circular, 
although not as strongly as state budget officers. Federal 
grant administrators surveyed registered an impressive 

amount of support for the circular generally, but with 
some skepticism regarding standardization of the appli- 
cation and preapplication processes. Federal department- 
al grants coordinators generally saw FMC 74-7 as a 
salutary effort, yet with some feeling that it went 
overboard in imposing uniformity. Public interest 
groups, representing the great bulk of state and local 
grant recipients, voiced strong support for continuing 
the circular, along with the other management circulars 
administered by the Office of Federal Management 
Policy in GSA. 

Yet the circular and its implementation were not 
without shortcomings. As noted, some grantor agency 
representatives believed the drive to standardize, al- 
though generally a worthy objective, was bound to harm 
some programs because of the impossibility of confining 
such a large and varied collection of programs within a 
single mold. Others felt that certain parts of the circular, 
specifically the procurement provisions, assumed too 
high a standard of performance at the state and local 
level. But the implementation of the circular, rather than 
its provisions, caused most of the criticism. GAO 
reported non-compliance with the preapplication pro- 
cess, standardized application forms, and the variety of 
methods for transmitting funds among its other provi- 
sions. One public interest group saw deliberate disregard 
for the circular's requirements, particularly in the 
initiation of new programs. GSA's response to many of 
the criticisms of implementation cited the magnitude 
and complexity of the job, and the progress made to 
date. GSA also pointed to its limited staff~ng: the 
equivalent of two and one-half professionals to  adrnin- 
ister this circular plus FMC 74-4 and FMC 73-2. Because 
of limited staff it could monitor only by responding to 
complaints. Outsiders questioned whether OMB was 
performing its surveillance policy role effectively. Some, 
on the other hand, thought that the circular's responsi- 
bility belonged with OMB, where it started, since it 
could wield more influence over Executive agencies. 
Some also thought that GSA was too rigid in its 
approach to implementation, and that OMB, reflecting a 
greater degree of realism because of its involvement in 
the budget process, would be more flexible in riding 
herd on Federal agencies' implementation. Return of the 
responsibility to OMB early in 1976 (with diminished 
staff) provided an opportunity to see whether OMB 
could fulfiu these expectations. 

FMC 74-4, the circular which established the princi- 
ples for determining allowable costs of programs admin- 
istered by states and localities under Federal grants and 
contracts, had produced improvements in the opinion of 
about three-fourths of the state budget officers respond- 



ing to the ACIR survey. They were more positive than 
were the Federal grant administrators polled in another 
survey, yet the state officials thought that FMC 74-4 
effected less significant improvement than FMC 74-7. 
Federal officials, in contrast, gave higher marks to the 
Cost principles circular than to FMC 74-7. City officials 
responding to the ACIR-ICMA survey felt that less 
change had occurred in the cost area than in the 
standardization of administrative requirements covered 
by FMC 74-7; county officials scored the effectivness 
of the two circulars about the same. 

A 1971 study reported uneven progress under the 
circular. Federal agencies were showing some reluctance 
in allowing indirect costs. This stemmed partly from the 
fact that these costs constituted additional charges 
against what program officials already considered inade- 
quate program funds. As with FMC 74-7, GSA's moni- 
toring of Federal agencies' compliance was basically 
confined to investigating complaints. In response to 
criticisms of inadequate compliance from states and 
bcalities, GSA asked that complainants cite specific 
problems. 

Some states and localities showed discontent over 
having to install new or revised accounting systems to 
meet the circular's requirements. Yet this represented 
one of its positive side effects helping to build financial 
management capacity. The experience of San Diego 
County was an outstanding example of this capacity 
building. One problem which vexed localities related to 
state-imposed indirect cost requirements over and above 
the requirements of the Federal circular. GSA kept a 
kmls-off posture on this issue, on the grounds that it 
was a problem to be worked out between the states and 
their political subdivisions. 

In early 1976, GAO was making a study of the 
circular and its implementation, looking at such basic 
matters as the statutory authorization, conceptual 
clarity, and the manner in which it was being managed 
by OMB, GSA, and the individual departments and 
agencies. GAO was soliciting documentation of specific 
complaints from grant recipients to get a more objective 
appraisal of the extent to which, among other things, 
Federal agencies were capriciously restricting the pay- 
ment of indirect costs. 

Of the three management circulars, the Federal audit 
circular, FMC 73-2, has been in effect the longest. In 
conjunction with the promulgation of audit standards by 
the Comptroller General in 1972 and the initiation of the 
Intergovernmental Audit forum, it went a long way 
toward improving the efficiency and effectiveness of 
Federal program auditing. Although state budget officers 
were less familiar with this circular than with other 

two, two-thirds of those who thought it had caused 
changes believed these were for the better. City and 
county officials were similarly less aware of the audit 
circular, but those who were familiar with it gave it good 
marks for effectiveness. Only about one-third of Federal 
grant administrators felt that the circular had produced 
improvements. Yet they rated the effects of the audit 
circular as high as they rated FMC 74-7. 

Even so, better auditing was still needed. In a 1974 
report, GAO found shortcomings in the coordination of 
auditing among Federal agencies and between them and 
state and local grantees. Although GSA subsequently 
strengthened the circular's emphasis on cross-servicing 
arrangements, reliance on non-Federal audits, and com- 
pliance reporting, it acknowledged that much work lay 
ahead in improving audit operations. 

On the issue of use of non-Federal audits of grant 
programs, Federal agencies complained about the relia- 
bility of state auditors. States for their part alleged that 
Federal requirements were not really standardized. Also, 
states were inhibited by the difficulties in getting 
reimbursed for conducting audits for Federal agencies. 
This, plus the lack of adequate staff, an agreed-upon 
methodology for evaluating non-Federal audits, and 
failure of officials at all levels to  realize that the audit 
task is a complementary one for the governments 
involved, stood in the way of wider use of the 
coordinated audit. 

Related to the various efforts to improve grant 
administration were two recommendations of the 1972 
report of the Commission on Government Procurement. 
They called for clarification of the distinction between 
assistance relationships as a class and procurement 
relationships and the development of guidance for 
Federal agencies in using the proper instruments of 
either assistance or procurement. The commission had 
found confusion as to when contracts or grants should 
be used, and inappropriate and interchangeable use of 
the two instruments, sometimes for reasons inimical to 
policy control and sound administration. 

The Executive Branch initiated an interagency study 
in response to the commission's recommendations and 
the legislation proposed to carry them out. The study 
found that Federal agencies, and, somewhat surprisingly, 
grant and contract recipients were not much concerned 
about the lack of clarity in the use of contracts and 
assistance instruments. Yet, the study committee con- 
cluded that there was value in distinguishing between 
procurement and assistance transactions, and in classify- 
ing the latter by the extent of Federal involvement. It 
recommended a new kind of classification and suggested 
criteria for choosing the appropriate type of assistance 



instrument. These changes, it felt, among other things, 
would help grant recipients anticipate the degree of 
Federal involvement associated with each money award 
and would make for better Congressional and Executive 
Branch oversight. 

In opening the channels of communication to states 
and localities, the Federal government moved on a broad 
front, with mixed success. Treasury Qrculm 1082 
responded directly to Section 201 of the Intergovem- 
mental Cooperation Act of 1968 requiring Federal 
agencies to report to states on the purpose and amounts 
of grants to the states or their political subdivisions. A 
GAO study found that Federal agencies' reports were 
incomplete and inaccurate, partly due, in GAO's opin- 
ion, to the fact that the reporting system was not part of 
the agencies' internal information systems. Consistent 
with this appraisal were the views of state budget 
officials, who indicated that TC 1082 was least effective 
of all the circulars they were asked to evaluate in the 
ACIR survey. OMB responded to the GAO report with 
an interagency study covering information forms re- 
quirements in FMC '74-7 as well as OMB Circular A-95. 
The upshot was a new consolidated form to serve certain 
reporting needs of TC 1082, FMC 74-7, and OMB 
Circular A-95; and new regulations under TC 1082 
opening up the scope of Federal programs to be reported 
on and tightening agencies' monitoring of compliance. 

On another information front, the Regional Manage- 
ment Information System (RMIS) was initiated and soon 
focused on the needs of the Federal Regional Councils 
recently established as principal actors in the New 
Federalism's decentralization efforts. Its three compo- 
nents were the Social, Economic, and Demographic 
Subsystem (SEDS), designed to provide information 
useful in defining program needs; Program Budget 
Information System (BE), designed to provide data on 
projected program funding; and Regional Grant Tracking 
Information Subsystem (REGIS), a system for tracking 
grant applications in the regional offices from initiation 
to final disposition. Only BIS was still in operation in 
1976, helping to give state and local governments some 
advance notion of what grant funding was likely to be. 
REGIS was found by GAO to be wanting for much the 
same reason as it found TC 1082 wanting: failure to link 
itself to  the internal information systems of the partici- 
pating agencies. Experience with REGIS also contrib- 
uted to the development of a new face sheet for grant 
preapplications and applications under FMC 74-7, which 
was expected to improve the flow of information to 
A-95 clearinghouses and state governments. 

A major improvement in intergovernmental comrnu- 
nication in the past decade was initiation of the Catalog 

of  Domestic Atblic Assistance. It responded to a need 
that was voiced early and with mounting urgency as the 
number of categorical grants multiplied - the need for a 
collection in one place of information about all assist- 
ance programs. Both state budget officials and Federal 
grants coordinators expressed overwhelming support 
for the catalog. It gradually improved over the years, 
with almost every semi-annual revision containing a 
further refinement or expansion. It became a convenient 
cross-reference for other Federal documents deahg  with 
Federal assistance, such as the Federal outlays report, 
the budget, and publication of regulations in the Federal 
Register. With all its assets and its improvements, 
however, state and local governments, which are one of 
its chief audiences, find it has shortcomings. The breadth 
of its coverage - all forms of assistance, not just 
grants-in-aid or even financial assistance - complicate 
the task of readily finding the programs that are of 
greatest interest to them. 

The Federal outlays report is also a useful tool for 
potential grant recipients, despite its limitations of 
accuracy and completeness. By focusing on Federal 
outlays by geographic location, down to the level of 
counties and cities of 25,000 population and more, it is 
of particular value for Congressmen and other officials 
interested in knowing how much Federal money goes 
where. And, as state and local officials concede, while it 
is far from perfect, it is the best thing available. 

A final new avenue of intergovernmental communica- 
tion of the past decade was the opportunity for the 
representatives of state and local general purpose govern- 
ments to review and comment in advance on proposed 
Federal regulations and guidelines that affect state and 
local government. The opportunity was provided in 
OMB Circular A-85. Here again, experience was mixed. 
With OMB interpreting statutory authority as placing 
enforcement responsibility on Federal agencies rather 
than OMB, A-85 in practice has become a guideline for 
Federal agencies to observe as they wish, subject to 
whatever moral pressure they feel from the circular and 
the exhortations of OMB. Agencies fail to submit all 
proposed regulations to the review and comment pro- 
cess, or submit them tardily with little time .for the 
public interest groups to analyze proposals. In addition, 
agencies fail to respond to comments made by the public 
interest groups, giving a note of futility to the latter's 
efforts. Also Federal agencies infrequently send copies 
of final regulations to  public interest group participants 
and rarely, if ever, heed the circular's encouragement of 
agencies to  consult informally in advance with state and 
local groups when new proposals are in the offing. At 
the same time, the public interest groups are not without 



blame for the problems of A-85. BY and large, their rate regulations) which is already criticized as too prolonged, 
of response to requests for comments is very low,, and is worth the marginal improvement in Federal-state-local 
their comments frequently lack substance. Federal %en- relations. For the state and local government groups, the 
cies consequently wonder whether the effort involved, answer was still "Yes." 
and the additional time required in a process (issuance of 
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Chapter I V 

Executive Branch 
Organization for Assistance 

Policy and Management 

PRINCIPLES AND APPROACHES 

Introduction 

Problems in the development of assistance policy and 
in the overall management of Federal aid have fre- 
quently been attributed to weaknesses in the organiza- 
tion of the national government for the conduct of 
intergovernmental relations. The "fragmented" system 
of assistance, as described in Chcpter i of this report, is 
thus linked with the equally fragmentary Federal admin- 
istrative structure. It is held that too many departments 
and agencies are involved in the administration of 
intergovernmental programs, while the provisions for the 
administrative coordination of their efforts have been 
inadequate. For example, the recent assessment of the 
Federal assistance system prepared by the General 
Accounting Office attributed the problems identified to 
the proliferation of programs and "the fragmentation of 
responsibility among different Federal departments and 
agencies."' Most comprehensive studies of the weak- 
nesses of the Federal grant-in-aid system - from the 
report of the first Hoover Commission in 1949 to the 
1975 report prepared by the Study Committee on Policy 
Management Assistance - have proposed some organiza- 
tional restructuring of the Federal Executive as a 
necessary, if only partial, remedy. 

Interest in the organization of the Federal Executive 
for grant administration has grown apace with the rising 



number of assistance programs. A considerable variety of Coordination: The Elusive Goal 
organizational improvements has been proposed, and 
many of them implemented. The period of managerial 
fervor from about 1964 to the present can probably best 
be compared with that of a generation ago, during the 
New Deal. The assertion of new governmental responsi- 
bilities in the 1930s produced a host of administrative 
innovations - the "alphabet soup" of new agencies. It 
also heightened the prestige of public administration and 
eventually stimulated the clarification of administrative 
doctrine, especially by the President's Committee on 
Administrative Management (Brown!ow Committee) in 
1937.' Similarly, the past few years have been marked 
by unusually intense activity in the field of public 
administration, both in government and the universities. 

There is an important contrast between the two 
periods, however. The era of the Depression produced a 
body of administrative doctrine which has provided the 
theoretical basis for organizational reform and practice 
during the following years, up to the present. While the 
past decade has seen much organizational change, a body 
of new, positive theory which provides basic principles 
for action has yet to be developed. Instead, the 
traditional theory has been subjected to a searching and 
critical reexamination. Fundamental issues have been 
raised, but left ~nresolved.~ The discipline now is 
marked by an "intellectual crisis" in the phrase of one 
writer, and is thought to be gripped by a "sense of 
failure" by a n ~ t h e r . ~  

These developments in management thought provide 
an essential context for the examination of the con- 
temporary organization of the Federal government for 
intergovernmental relations, which is the primary con- 
cern of this chapter. Herein, those agencies and organiza- 
tions which have governmentwide responsibilities in the 
intergovernmental field will be probed and, of these, the 
Office of Management and Budget, Domestic Council, 
General Services Administration, and the Federal 
Regional Councils will receive detailed treatment, given 
their pivotal roles. 

The question of Federal organization is intimately 
related to those of communication and grant simplifica- 
tion considered in the previous chapter. The adminis- 
tration of such procedures, after all, is one of the 
significant responsibilities of some of the agencies which 
are examined. Similarly, the issues considered here are 
associated with some of the "capacity-building" efforts 
which are examined in Chapter V. 

However, because organizational changes often have 
been considered as a distinct method for the improve- 
ment of the operation of the intergovernmental assis- 
tance system, they are examined separately here. 

As noted previously, even the most recent proposals 
for the improvement of administrative organization for 
intergovernmental affairs have generally rested upon the 
traditional theory of public administration. Hence, this 
approach must be summarized, if only briefly. The 
central concept in the standing body of organizational 
doctrine is "coordination." "Better coordination" is the 
objective of much organizational activity and most 
proposals for reform. 

The centrality of the coordination concept in tradi- 
tional administrative thought is made clear in the work 
of Luther Gulick, a member of the 1937 President's 
Committee on Administrative Management, whose essay, 
"Notes on the Theory of Organization," still provides 
the best codification of the traditional viewpoint.' The 
basic rationale for organization arises, in this widely 
accepted view, from the desire to take advantage of the 
economies obtained by work specialization: "work 
division is the foundation of organization, indeed, the 
reason for organization." The division of labor, however, 
requires the development of means for its reintegration. 
In turn, "the theory of organization . . . has to do with 
the structure of coordination imposed upon the work - 
these division units of an enterpri~e."~ Gulick adds: "If 
subdivision of work is inescapable, coordination be- 
comes mandatory."' This function is "all important."' 
Other, earlier writers quoted in the same volume in 
which Gulick's essay appears put the matter even more 
forcefully. Of "coordination," they say: 

This term expresses the principles of organ- 
ization in toto; nothing less. This does not 
mean that there are no subordinated prin- 
ciples; it simply means that all the others are 
contained in this one of co~rdinat ion.~ 

Despite the theoretical centrality of "coordination," 
however, it must be noted that it has been impossible to 
arrive at a single, generally accepted definition of the 
concept - a fact that moves some analysts to shy away 
from it altogether. Clearly, it has several distinctive 
meanings. Contemporary defmitions typically focus on 
either processes or results. One writer indicates that, in 
current usage, the term "has come to be identified 
primarily with the formal processes by which we 
attempt to adjudicate disagreements among agencies."' O 

Another agrees, noting that the word is used to refer to 
6 6  almost any change in organization, relationships, 
policies, practices, projects, or programs that will resolve 
whatever conflict or hiatus . . . the user of the term may 
happen to be concerned with."" However, he also 



offers a second interpretation. Looking at coordination 
in terms of its results, rather than processes, he suggests 
that "coordination means consistency, harmony, mutual 
reinforcement,  the absence of conflict and 
duplication."' 

Implicit in the stress on coordination in adminis- 
tration, then, is the recognition that there are powerful 
divisive, "centripetal" forces in large-scale organizations. 
Interagency conflict is a common characteristic of most 
bureaucracies. This presents the basic problem with 
which public administrators must cope. As these defini- 
tions suggest, there is a wide variety of "coordinative 
problems," each relating to a somewhat different defmi- 
tion or interpretation of the term. Two of these deserve 
clarification. On the one hand are the problems of 
"functional duplication," occuring when two or more 
agencies are rivals in providing similar or identical 
services, with a resultant cost in inefficiency. There are 
also problems involving actual policy conflict, in which 
the actions of one agency tend to negate (or at least fail 
to support) those of another.' 

The traditional administrative literature has identified 
two basic solutions to the problems of "coordination." 
In Gulick's formulation, these are "coordination by 
organization" and "coordination by the dominance of 
an idea."" The first of these, which in practice has 
received by far the greater amount of attention, has as 
its chief instrument the "chain of command" or organ- 
izational hierarchy. The second, an essentially voluntary 
approach, relies upon the willingness of individuals or 
agencies to cooperate in the pursuit of a shared, 
overriding objective. 

Coordination by Organization. Coordination by 
%iYnization requires both a strong chief executive and a 
Properly designed organizational structure. The "central 
concern" of organization theory, according to Gulick, is 
to "establish and perfect the structure of authority 
between the director and the ultimate work sub- 
divisions." This must be done in a manner which will 
enable the director (or chief executive) "to coordinate 
and energize all of the subdivisions of work so that the 
major objective may be achieved efficiently."' 

The administrative hierarchy provides the normal 
method of organizational coordination.16 Inter- 
departmental disputes in the national government are 
thus to be settled by the intervention of the President, 
aided of course by staff; those within a department, by 
its Secretary, and so forth. In this fashion, the typical 
organization chart may be regarded as a "suppression 
chart," since it indicates who can suppress whom in 
cases of conflict.' 

An organizational structure, according to the tradi- 
tional theorists, is properly constructed by attention to 
certain basic "principles."' For example, provision 
must be made for strong leadership by a single chief 
executive; he should be granted necessary staff assis- 
tance. Each worker should be responsible to a single 
"master," and -the "span of control" of any official 
should be strictly limited. The overriding goal of 
administration is seen as obtaining a high level of 
efficiency in governmental activities. Consequently, the 
concerns of public administration are held to be quite 
distinct from those of politics, including assessments of 
the merits of particular public policies. 

These prescriptions provide the basis for many 
proposed organizational reforms in the intergovern- 
mental field, as in other areas of administrative activity. 
As the government has grown larger and more complex, 
the need for better coordination has become more 
apparent. Attention has been directed toward establish- 
ing - or, where they already exist, strengthening - 
orderly, hierarchical relationships among the various 
Federal agencies. This principle has been the basis for 
most proposed departmental reorganizations and con- 
solidations, and for attempts to strengthen the adminis- 
trative oversight capabilities of the Presidency. 

Though hierarchical coordination is the normal mode 
in organizational operations, it is not the only one. 
Gulick and others have recognized that interagency 
coordination at lower levels - through interagency 
boards, meetings, committees, and other forms of 
contact - is, in practice, also essential. Yet, however 
necessary, such procedures should not have to be, and 
should not be, utilized frequently. Such techniques of 
coordination are 

. . . to be used only to deal with abnormal 
situations and where matters of policy are 
involved, as in planning. The organization 
itself should be set up so that it can dispose 
of the routine work without such devices, 
because these devices are too dilatory, ir- 
responsible and time consuming for normal 
administration. Wherever an organization 
needs continual resort to special coordinat- 
ing devices in the discharge of its regular 
work, this is proof that the organization is 
bad. ' 

Coordination by Ideas. Coordination by ideas relies 
upon the spirit of human cooperation rather than formal 
organizational authority. Men and agencies will work 
toward a common end, Gulick argues, if they possess or 



are given the will and motivation to do so. The force of 
dominant ideals may be a sufficient basis for coordina- 
tion even in the absence of an organizational structure. 
Gulick's illustration is a nation at war, when all citizens 
bend their efforts toward mutual protection and victory. 
Such coordination is also possible under less extreme 
circumstances in some instances. 

In an old, stable community, small enough 
for each person to know the other, eyen 
competing businesses generally work along 
together in harmony. The town board, the 
school board, the park commission, the 
overseer of the poor, though answerable to 
no single executive, manage to get along 
with each other and each to fit his part of 
the work into that for the others to arrive at 
a sensible result of the whole picture. Men of 
intelligence and good will find little dif- 
ficulty in working together for a given 
purpose even without an ~rganization.'~ 

In all cases, Gulick argues, full reliance must not be 
placed on coordination by organization alone. The chief 
executive should also utilize his capacity for leadership 
and persuasion. The processes of personnel adminis- 
tration are also significant in this regard. Properly 
motivated individuals should be selected for positions, 
and their spirit of cooperation encouraged through 
training programs, the recognition of good service, 
participation in decision making, the development of 
professional associations, and other techniq~es.~ 

The principle of coordination by ideas may be 
recognized in many administrative actions. It played a 
part in the "War on Poverty" during the Johnson 
administration. A wide variety of agencies, private as 
well as public at all governmental levels, was asked to 
link its efforts toward a common purpose. Similarly, 
President Nixon attempted to specify the objectives of 
the "New Federalism," to which many departments 
could contribute. The concept of coordination by an 
idea also underlies the calls for specific national goals or 
policies in a variety of fields. It played a part in certain 
budgetary and management systems, which are described 
below. 

ORGANIZATIONAL STRATEGIES 

A wide variety of organizational techniques and 
mechanisms has been used in an attempt to improve 
the coordination of Federal assistance programs. Three 
basic strategies may be identified. First, there have been 

continuing recommendations for the strengthening of 
the mechanisms for dealing with intergovernmental 
realtions at the highest level of government, within the 
Executive Office of the President. Improvements in the 
departmentalization of executive activities have been 
suggested as another means for clarifying responsibilities 
and relationships and resolving conflicts. The greater 
decentralization of Federal programs, coupled with the 
creation of new field entities, has been a third approach. 
All of these have been utilized within the past decade. 

Stronger Executive Leadership 

Probably the most commonly recommended strategy 
for the improvement of Federal organization for inter- 
governmental policy making and administration has been 
proposals for the strengthening of the Presidential role. 
This is most readily accomplished by the creation of a 
special agency for intergovernmental relations located 
close to the President himself. 

Such a strategy rests upon the prescriptions of the 
earliest management theorists. The quest for stronger 
executive leadership has in fact been a "core value" of 
public administration throughout most of the 20th 
century. Theorists and reformers have sought to 
strengthen the chief executive (at each level of govern- 
ment) as a means of overcoming the fragmentation of 
administrative responsibility, of linking together the 
"highly independent islands of decision making occupied 
by officials who [go] about their business without much 
reference to  each other or to other organs of govern- 
ment."22 Indeed, the primary concern of the Brownlow 
and first Hoover Commission reports was the "need to 
strengthen the President's capacity to marshall and wield 
the far-flung resources of the Executive Branch."' To 
accomplish such tasks, in the phrase of the Brownlow 
report itself, "the President needs help" in the form of 
expanded and institutionalized staff. 

A variety of study groups and commissions has 
examined the Federal government's organizational 
machinery for intergovernmental administration and 
made recommendations for improvement. Often in quite 
similar language, these reports have stressed the need for 
a "focal point" for intergovernmental affairs. While 
these recommendations can be differentiated in terms of 
the specific functions that they would assign to such an 
organization-whether research, liaison, policy planning 
or management - al l  adhere to the same principle of 
staff organization. 

Recommendations of this character were included in 
the reports of the first Hoover and Kestnbaum Com- 
mission, as was noted in Chapter 1 .  The Hoover 



Commission recommended the creation of a "continuing 
agency on Federal-state relations" which would have 
6' 

primary responsibility for study, information, and 
guidance" in the field. Such an agency would, in 
cooperation with the then Bureau of the Budget, 
develop a unified system of budgetary and fiscal control 
over all grants-in-aid; make available to the Congress 
information and data pertaining to problems in the field; 
and "appraise our public needs, our resources, and ways 
and means for adjusting the one to.the other."24 The 
Kestnbaum Commission's report suggested that 

. . . there should be a special assistant in the 
Executive Office of the President to serve 
with a small staff as the President's chief 
aide and adviser on state and local relation- 
ships. He should give exclusive attention to 
these matters throughout the government. 
He would be the coordinating  enter.^ 

The primary responsibility of the suggested staff agency 
would be "to advance a strategic sense of Federal 
relations in the formative stages" of legislative and 
administrative action. One of the benefits expected was 
an improvement in the coordination among individual 
~rograms .~  The Kestnbaum Commission also proposed 
the creation of a Presidentially appointed "Advisory 
Board on Intergovernmental Relations" and an intensi- 
fication of the concern of the Bureau of the Budget with 
the fiscal aspects of the field, among other  measure^.^' 

Similar recommendations have been made by a 
number of other individual experts and study groups 
Over the years. The quotations which follow indicate the 
general nature of some of these. 

I suggest that the Federal government and 
each state establish a staff unit on inter- 
governmental relations, preferably in the 
Executive Office of the President or gover- 
nor, charged with taking an overall view of 
[intergovernmental problems]. 
James W. Fesler (1949)~' 

SO far as metropolitan problems are con- 
cerned, what is needed is a focal point in the 
White House where all the multiform data 
about metropolitan areas will be collected 
and analyzed.. . . A permanent staff agency 
should be created, whose job it will be to 
furnish the President with the information 
he needs on metropolitan matters to pennit 
him to build a balanced program of action. 
Robert H. Connery and Richard H. Leach 
(1 960)2 

The capacity of the Executive Office of the 
President in promoting Federal interagency 
and intergovernmental program coordination 
must be strengthened. 
Task Force on Intergovernmental Rogram 
Coordination (I 965)' O 

Consideration should be given to designating 
a special assistant to the President for 
program coordination and intergovernmental 
relations who would keep abreast of inter- 
departmental and interlevel conflicts and 
assist the President in solving them. At the 
same time, he could establish a more direct 
liaison between the White House and state 
and local leaders to improve state and local 
relations. 
Senator Edmund Muskie (1 966)3 ' 
High on the agenda is the establishment of 
some kind of an "office of urban affairs" to 
develop strategy for, foster, and interrelate 
Federal urban programs. This office [would 
function] as a major element of the Execu- 
tive Office of the President. . . . Its main job 
would be to foster coordinated programs 
and effective working relationships with 
state and local agencies. 
Christine Altenberger and Donald C Stone 
(1 968)3 

Somewhere in the Executive Office [of the 
President] . . . must be fured the responsi- 
bility for developing and recommending to 
the President an organizational ph~losophy 
that will govern the administration of assis- 
tance programs and, once he adopts it, 
monitoring its application in the conduct of 
the Executive Branch as a whole. 
James L. Sundquist (1 969)3 

We recommend that the President designate 
a Federal agency to develop policy and 
coordinate implementation of Federal assis- 
tance to states and localities with the parti- 
cipation of state and local officials. This 
agency should have direct access to the Chief 
Executive. 
Committee for Economic Development 
(1 9 76)3 ' 

In addition, the unpublished report of the President's 
Task Force on Government Organization (Heineman 



Task Force), reportedly recommended that an "Office 
of Program Coordination" be created in the Executive 
Office of the  resident.^ The task force was established 
by President Johnson in 1967. The President's Advisory 
Council of Management Improvement, in its 1973 
report, stressed the lack of a focal point for formulating 
and implementing intergovernmental management policy 
and urged the creation of a "Program Coordination and 
Intergovernmental Management Division" in OMB, 
among other  action^.^ 

OMB Interagency Study. The most recent official 
investigation of these issues was that of the Study 
Committee on Policy Management Assistance, establish- 
ed by the Director of the Office of Management and 
Budget in August 1974. Representatives of 17 Federal 
departments and agencies participated in the committee, 
which was chaired by Dr. Frank Hersman of the 
National Science Foundation. The report of the com- 
mittee, Strengthening Public Management in the Znter- 
governmental System, was issued in October 1975. 

The report proposed the reorientation of Federal 
domestic programs to state and local needs by moving in 
the direction of revenue sharing, block grants, and 
devices for grant simplification and integration. It also 
recommended that the Federal government reaffirm its 
commitment to the strengthening of state and locd 
management and work with state and local officials in 
developing a policy to further this objective. At the same 
time, it emphasized that, while these measures possess 
considerable support, they are unlikely to occur unless 
the machinery of the Federal government itself is 
improved. The committee therefore recommended that: 

1. A policy focal point should be designated 
in the Executive Office of the President, 
with responsibilities for overall direction, 
coordination, and evaluation of inter- 
governmental policy and programs. . . . 

2. A separate management focal point or 
mechanism should be provided within the 
Executive Office of the President to 
oversee the implementation of the inter- 
governmental policies established and to 
assure development of effective inter- 
governmental pr~cesses.~' 

The Hersrnan report did not attempt to determine where 
these responsibilities should be placed. However, it did 
consider various options. The most attractive appeared 
to be the use of the Domestic Council as the policy focal 
point and the OMB as the management focal point.38 

Past ACIR Recommendations. The Advisory Commis- 
sion on Intergovernmental Relations has also offered 
recommendations in this area. As a component of its 
1967 study, Fiscal h h n c e  in the American Federal 
System, the Commission reviewed briefly the Federal 
machinery for developing and managing grants-in-aid.3 
The activities of the Bureau of the Budget, White House 
staff, departments and agencies, departmental field 
offices, the Congress, and GAO were considered. The 
report noted that in recent years there had been 
"measurable improvement" in the national government's 
efforts to create order in the system of categorical aids 
and reduce intergovernmental friction. However, nega- 
tive features - causes for skepticism and concern - were 
also indi~ated.~ The following recommendation aimed 
at improved administrative organization was adopted: 

The Commission recommends an elevation 
of attention on the part of the President and 
the Congress to the more general need of 
insuring the conduct and coordination of 
Federal grant and other programs in such a 
way as to improve the overall capability of 
state and local government and consequently 
strengthen the American federal system. Its 
importance warrants assignment by the 
President of major responsibility in this area 
to an appointee having status equivalent to 
that of a member of the cabinet. This 
official should be responsible for general 
liaison with state and local governments and 
be accessible to them regarding problems 
encounterd in the administration of Federal 
grants-in-aid. Also this official should report 
at appropriate intervals to the President, 
Congress, and the public on the extent to 
which grant-in-aid programs are achieving 
their objectives and the extent to which 
state and local government is being strength- 
ened in the process. 

The Commission further recommends the 
strengthening of the Bureau of the Budget's 
capability to sustain a vigorous program of 
interagency coordination of Federal grants- 
in-aid? ' 

Past Actions. In fact, every administration since 1952 
has, in some manner, recognized the significance of 
intergovernmental relations, and made some organiza- 
tional provision dealing with it. The primary concern has 
been the improvement of intergovernmental liaison 



between the Federal government and state and local 
officials. Some measures have also attempted to improve 
coordination in the formulation and review of assistance 
policies, and in the management of the operation of aid 
programs. 

President Eisenhower, following the recommendation 
of the Kestnbaum Commission, designated a member of 
the White House staff, former Governor Howard Pyle, as 
deputy assistant to the President for intergovernmental 
relations. A cabinet paper prepared in 1956 spelled out 
Pyle's assignment, whch included acting "as a focal 
point for advice and coordination in the Executive 
Office on policy matters affecting state and local 
government," communication with the Council of State 
Governments, American Municipal Association, and 
other organizations, and coordination among the depart- 
ments on intergovernmental problems.4 Pyle worked 
diligently, but the lack of adequate staff assistance and 
h s  own limited background and narrow interpretation 
of his role meant that he was unable to "leave much of a 
mark," although his efforts as a "troubleshooter" were 
useful in particular cases.43 

Pyle was effectively "backstopped" by the assistant 
director of the Bureau of the Budget, Robert Merriam, 
who later was named deputy assistant to the President 
and assumed Pyle's intergovernmental responsibilities on 
a part-time basis after the governor resigned in 1959. 
While Pyle was concerned primarily with Federal-state 
relations, Merriam - a former Chicago alderman and 
"reform" mayoral candidate - brought an urban per- 
spective and an awareness of metropolitan issues to the 
White House. As the only high-ranking member of the 
Administration with a background in urban affairs, he 
made significant contributions. In recognition of the 
constraints posed by his multiple duties and insufficient 
staff, however, Merriam urged President-elect Kennedy 
to appoint a full-time advisor for Federal-metropolitan 
relations? 

President Kennedy appointed former Congressman 
Brooks Hays as a special assistant for intergovernmental 
relations. Under President Johnson, this responsibility 
was divided between the Vice President and the director 
of the Office of Emergency Planning (later Pre- 
paredness). Vice President Humphrey, himself a former 
mayor, was designated liaison with local government 
officials, while a former governor, Buford Ellington 
(later succeeded by Farris Bryant) was named as liaison 
with the states. Both were very active in the field.45 
Under the Economic Opportunity Act, formulated by 
President Johnson and passed by the Congress in 1964, 
considerable responsibility for the operational coordina- 
tion of grants-in-aid directed against the causes of 

poverty was entrusted to the Office of Economic 
Opportunity and its Economic Opportunity Council, 
located in the Executive Office of the President. 

President Nixon expanded and formalized the respon- 
sibilities of the Vice President in Federal-state-local 
affairs with the creation, by Executive Order, of the 
Office of Intergovernmental Relations on February 14, 
1969 .4~  Under the terms of the order, the Vice 
President was to act as the President's liaison with state 
and local governments and to facilitate cooperation 
between Federal agencies and other governments. The 
office was to assist the Vice President and, among other 
duties, to serve as a clearinghouse for the resolution of 
intergovernmental problems brought to the attention of 
the President or Vice President and to identify recurring 
problems of a Federal interdepartmental and inter- 
program nature. 

In the following year, President Nixon reorganized 
the Bureau of the Budget, which became the Office of 
Management and Budget, and created a new Domestic 
Council. The responsibilities of the Vice President's 
Office of Intergovernmental Relations were transferred 
to the latter organization in December 1972. In 1973, 
some of the intergovernmental responsibilities of the 
Office of Management and Budget were transferred to 
the General Services Administration and Treasury De- 
partment. Others have been delegated to the Federal 
Regional Councils or retained by OMB. These develop- 
ments, which provide the basic structure for the con- 
temporary organization of the Executive Branch in the 
field, are considered id more detail below. 

Departmentalization 

Proper departmentalization represents a second basic 
approach to the resolution of coordinative problems. 
Traditional administrative theory suggested several pos- 
sible principles for the grouping of the smallest subunits 
of organizational activity into departments. Gulick (and 
many others since) have described four alternatives: 
organization by purpose, processes, clientele, and area. 
Each of these is believed to have certain advantages and 
disadvantages. In practice, however, organization by 
purpose has been relied upon most heavily, and this was 
basic principle underlying the recommendations of the 
Brownlow Committee, Hoover Commission, and most 
other study groups at all governmental levels. 

The advantages in this form of organization, Gulick 
wrote, are threefold: 

it makes much more certain the accom- 
plishment of any given purpose or project 



by bringing the whole job under a single 
director; 

0 it conforms to the objectives of govern- 
ment as they are understood by the 
public; and 
because of its clarity, it serves as the best 
basis for eliciting the energies of the 
personnel and giving a focus to the whole 
activity? ' 

Throughout the period since the Depression, the 
Federal government has been criticized for its excessive 
administrative fragmentation. The large number of 
autonomous agencies, outside the structure of any 
department, has been a particular concern. The Brown- 
low Committee recommended reducing the more than 
100 separate agencies into 12 major departments. 
Similarly, the first Hoover Commission proposed the 
consolidation of the 52 departments and agencies then 
reporting to the President to 30, organized on the basis 
of major purpose. 

Given the complexity of the Federal Executive 
structure, the responsibility for providing assistance to 
state and local governments has been widely scattered. 
In the mid 196% some 123 different Federal bureaus 
and divisions administered one or more aid programs. In 
1966, all but two of the 11 cabinet rank departments 
offered some form of a~sistance.~' The ACIR's 1967 
study reported that 17 departments or agencies admin- 
istered grants, and that within eight departments or 
agencies, some 38 separate offices or bureaus had 
immediate responsibility for grant programs?9 In 1975, 
grant programs were offered by some 74 bureaus within 
28 Federal agencies and departments. 

Recently Created Agencies. In the period since 1964, 
two departments and three independent agencies have 
been created which administer programs of intergovern- 
mental assistance. These are the Departments of Housing 
and Urban Development (1965) and Transportation 
(1966); the Office of Economic Opportunity (1964), 
now the Community Services Administration; the 
Appalachian Regional Commission (1965), and the 
Environmental Protection Agency (1970). While some of 
these could be viewed as further fragmenting the 
provision of Federal aid, each, in fact, was intended, at 
least in part, to bring certain related activities into a 
single organization and thus promote coordination in 
their operation. 

The Department of Housing and Urban Development, 
created in 1965 after the repeated urgings of presidents 
Kennedy and Johnson, was meant to provide a tangible 

recognition of the importance of urban problems in 
national affairs. For this reason, the Housing and Home 
Finance Agency was "promoted" to full departmental 
and cabinet status. However, second only to this purpose 
in the Congressional view was the need to better 
coordinate the Federal involvement in urban affairs, 
eliminating duplication and attaining greater efficiency. 
Some critics of the HUD proposal argued that it could 
not achieve this aim, since the new department would be 
responsible for only a small proportion of all Federal 
assistance programs aimed at solving metropolitan 
pr~blems. '~  In recognition of the limited scope of the 
department itself, the HUD Secretary was given an 
additional coordinative role vis-a-vis other Federal 
community development activities. 

Following a similar logic, the Department of Trans- 
portation was created in order to  provide a mechanism 
for the development of a national, intermodal, transpor- 
tation policy and permit the more effective coordination 
of all transportation activitie~.~ ' Functions previously 
assigned to seven different departments and agencies 
were transferred to  DOT. The Environmental Protection 
Agency, created by Reorganization Plan #3 of 1970, 
consolidated the environment-related functions of eight 
departments and agencies into a new, independent unit. 
The new organization was intended to assure a coordi- - 
nated, systematic attack on environmental problems.52 
Both the Appalachian Regional Commission and Office 
of Economic Opportunity were intended to play impor- 
tant coordinative roles in the intergovernmental assis- 
tance system. Their creation and operations are 
examined in some detail in Chapter II of this report. 

Of course, the departmental consolidations have not 
always realized their objectives. The EPA, to cite a single 
example, has been criticized for failing to take a 
comprehensive view of environmental problems.53 

N ion  Reorganization Proposals. In 197 1, President 
Nixon proposed consolidating seven of the existing 
Federal departments and a number of other agencies 
into four new departments, each organized around 
specific goals. His reorganization plan, proposed in a 
message to the Congress on March 25, 1971, called for 
new Departments of Natural Resources, Community 
Development, Human Resources, and Economic Affairs. 
In his message, the President placed considerable stress 
on the need to "unify" and "coordinate" the "highly 
interdependent" activities and programs in each of these 
areas. 

The President's approach, based in large part on the 
findings of the President's Advisory Council on Execu- 
tive Organization (the Ash Council), was consistent with 



the traditional principles of administrative organ- 
ization - a fact he stressed in his address. The recom- 
mendations of the Ash Council are also reported to be 
similar in many respects to those enunciated by two 
study groups which prepared reports for President 
Johnson. President Johnson had, in fact, proposed a new 
Department of Business and Labor, which was similar to 
the Department of Economic Affairs President Nixon 
sought, and probably would have advocated other 
consolidations had he been elected to a second term.54 
The need for a thorough reconsideration of Executive 
Branch organization had been asserted previously by 
Abraham Ribicoff and 20 other Senators who had 
cosponsored a blll to establish a Presidential commission 
on reorganization in July 1967, in response to issues 
raised during a year-long investigation of the Federal role 
in urban affairs.' ' 

President Nixon's message on reorganization stressed 
the "fragmentation of responsibility" for the accom- 
plishment of specific purposes among a large number of 
separate agencies. He argued that there were several 
unfortunate consequences of this scattering of authority. 
Organizational diffusion made it difficult to launch a 
coordinated attack on complex problems; even the 
analysis of public needs often suffered from a piecemeal 
approach. In some instances, the work of one agency 
duplicated that of another, while, in other cases, a 
problem would "slip between the cracks" among 
existing agencies and be neglected. The narrowly based 
departments often became advocates of parochial in- 
terests, the President said, making their advice on overall 
policy issues less useful. Too frequently, disputes among 
agencies could be resolved only at the hghest levels, 
with an attendant overcentralization of decision 
making. Inefficient organization was also a source of 
confusion to state and local governments and individual 
citizens, and did damage to the concept of account- 
ability by making it extremely difficult for the President 
and Congress to see that their intentions had been 
carried out. 

The rationale for reorganization was closely related to 
the increased complexity of the Federal grant-in-aid 
system. A study prepared by the Committee on Govern- 
ment Operations of the House of Representatives linked 
the growth of assistance programs and the need for 
organizational change. Greater effectiveness, rather than 
efficiency, was the primary goal: 

Today, advocates of reorganization lean 
more heavily on the need for effective 
government. True, this need has been ex- 
pressed many times in the past, associated 

more or less with the concept of efficiency. 
In contemporary affairs, however, effective- 
ness takes on new meaning and prominence 
because the Federal government has so many 
grant-in-aid and other money dispensing 
programs, the recipients being state and local 
governments, public and private agencies, 
and individuals. 

The grant programs are so numerous and 
diverse that they are difficult to catalog. 
Various departments and agencies, by an 
accretion of laws, Executive orders, and 
departmental decisions, are responsible for 
their administration. There is frequent over- 
lapping or duplication in types or sources of 
grants, and prospective recipients are said to 
encounter interminable delays. The rhetoric 
of reorganization, as developed by adrnin- 
istration spokesmen and other advocates of 
reorganization, pictures the hapless mayor or 
the frustrated citizen being shunted from 
pillar to post in seeking what he considers 
his due from g~vernment. '~ 

The reorganization proposals were met with con- 
siderable opposition in the Congress, especially from the 
leadership of legislative committees whose jurisdiction 
would be affected. Various interest groups were also 
critical. Many did regard the existing cabinet-level 
departments or independent agencies as their advocates 
in high-level, policy-making circles, and naturally 
opposed changes which seemed likely to limit their 
representation and access. The Administration, on the 
other hand, believed that a key virtue of the proposals 
was that no department could be "captured" by special 
interests." Reorganization was thought to hold out the 
prospect of fuller consideration of the general interest 
and the more orderly execution of the President's 
policies. 

Of the four proposals, that for a Department of 
Community Development received the most favorable 
and thorough review by the Congress. A bill for the 
creation of a Community Development Department was 
reported in May 1972, by the House Government 
Operations Committee, and hearing on the proposal 
were held in the Senate. The proposed department was 
to be built around the existing Department of Housing 
and Urban Development, but was also to administer 
related transportation, rural development, and regional 
development programs. Transfers were to include DOTS 
Federal Highway Administration and Urban Mass Trans- 
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portation Administration, Agriculture's Farmers Home 
Administration and Rural Electrification Admin- 
istration, the Economic Development Administration 
and Regional Action Planning Commissions from Com- 
merce, and the Appalachian Regional Commission and 
the Office of Economic Opportunity's community 
action program, as well as several others. The proposal 
was supported by a number of academic experts in the 
field of public administration, two leading reorgani- 
zation specialists of the Johnson administration, and 
many of the nation's rnay~rs . '~  The most powerful 
opponents, who feared a "downgrading" of their con- 
cerns, were highway and farm-related organizations and 
interests.' 

An "Intergovernmental" Department. President 
Nixon's proposals, like most others, have argued for a 
scheme of departmentalization based upon purpose. An 
alternative strategy would call for the creation of a 
department charged with intergovernmental affairs based 
on clientele. This would not be unprecedented, as the 
existing Departments of Labor, Commerce, and Agri- 
culture reflect this approach. Indeed, the idea of a 
Department of Municipalities was advanced as early as 
1912.~' A bill to create a Department of Federal-State- 
Urban Affairs (S. 2861) was introduced by Senator 
Boggs in 1962 as an alternative to the Department of 
Urban and Housing Affairs' proposal submitted by 
President Kennedy. The bill would have included the 
Housing and Home Finance Administration, Public 
Housing Administration, Federal Housing Admin- 
istration, Federal National Mortgage Association, as well 
as the Advisory Commission on Intergovernmental 
Relations in the new department. A permanent advisory 
committee of governors, state legislators, mayors, and 
county officials would have been created. The proposed 
declaration of policy stated: 

The Congress finds that the establishment of 
an Executive department is desirable to give 
continuing attention to matters requiring 
Federal, state, and local cooperation; to 
achieve the best administration of certain 
programs of the Federal government which 
have a major effect on state and local 
development; and to provide for full and 
appropriate consideration, at the national 
level, of the needs and interests of the states 
and their local ~ommunities.~ ' 

In the contemporary context, it would, of course, not 
be feasible to place the full range of assistance programs 

in a single department. At most, such an organization 
now might serve a liaison and coordinative role. For 
example, it might have operating responsibility for 
general revenue sharing? supervisory responsibility over 
other grants-in-aid; provide technical assistance; repre- 
sent the concerns of state and local governments within 
the national government, and prepare or sponsor re- 
search in the field. This form of organization, of course, 
would have disadvantages as well as possible advantages. 

Past ACIR Recommendations. The ACIR has usually 
refrained from making specific recommendations con- 
cerning the administrative organization of the Executive 
Branch, indicating that the consideration of such 
questions is beyond its statutory mandate. However, the 
Commission has repeatedly called upon the Congress and 
President to improve the coordination of assistance 
programs. A 1961 report recommended 

. . . that steps be taken within both the 
Executive and legislative branches to bring 
together in better coordination and inter- 
relationship the various Federal programs 
which impact upon orderly planning and 
development within large urban areas.6 

Similarly, a 1964 report concerned with the impact of 
Federal urban development programs on local govern- 
ment organization and planning included a two-point 
recommendation that 

1) the Congress enact legislation to establish 
the principle of Federal interagency 
coordination in the full range of programs 
affecting urban development, and 

2) the Executive Branch of the Federal 
government implement the Con- 
gressionally stated principle by preparing 
and adopting a unified urban develop- 
ment policy establishing coordinating 
 procedure^.^ 

Both reports indicated the range of organizational 
alternatives then under consideration, including the 
creation of a Department of Urban Affairs, the creation 
of an Office of Urban Affairs or special assistant for 
urban affairs within the Executive Office of the Presi- 
dent, the development of a Council on Urban Affairs 
modeled on the Council of Economic Advisors, and the 
greater use of interagency councils or coordinating 
committees. However, no position was taken on these 
alternatives. 



The Commission's 1967 report did consider one 
specific organizational issue. While noting that the 
internal organization of the Federal Executive is not 
ordinarily its proper concern, the Commission did 
recommend the consolidation of the duplicative water 
and sewer facilities grants administered by the Depart- 
ments of Housing and Urban Development and Agri- 
culture. The Commission suggested that the President 
consider placing the responsibility for all grants for 
water and sewer lines in HUD and those for sewage 
treatment works in ~ n t e r i o r . ~ ~  

"Decentralization" 

On balance, the traditional administrative prescrip- 
tions envision a highly centralized ~ r~an i za t i on .~ '  Stress 
has been placed on the need for control from the top, 
helping the President to overcome "centrifugal" forces 
in the organization. The chief consequence of many of 
the reforms adopted on the urging of the various official 
study commissions has been a strengthening of the 
Presidency visa-vis other Executive Branch agencies.66 

During the 1960s, however, considerable support 
developed for the greater decentralization of Federal (as 

well as other governmental) activities. An early step was 
the creation of the Federal Executive Boards in 1961. 
This movement reached its climax under the Nixon 
Administration, and was among the fundamental objec- 
tives of the Federal Assistance Review (FAR) effort 
initiated in 1969. 

It is important to distinguish administrative decen- 
tralization, the subject here, from the "decentralization" 
of discretion in the use of resources through revenue 
sharing and block grant programs. The latter type of 
transfer is more accurately termed "devolution." De- 
centralization, in the context of intergovernmental 
administration, refers to the delegation of the authority 
to make grant awards or approve plans to a lower 
(usually regional) level within the Federal 
burea~cracy.~' However, both ,styles of reform have, in 
the recent period, often been based on a common 
philosophy and usually have been advocated by the same 
individuals. 

The movement for decentralization in government in 
the past decade was based at least in part on the "gospel 
of decentralization" which characterized management 
thought in the private sector during the late 1950s.~' 
Yet, it reflected political as well as managerial values. 
One of these is the fear of unrestrained executive power 
which is a heritage from America's revolutionary period, 
and the belief in keeping government "close to the 
people." Kaufman notes that the call for greater 

decentralization in a variety of forms in the late 1960s 
was justified, only in part, on the basis of efficiency: 
more important was the need for better representation 
or more effective par t i~ i~a t ion .~ '  To President Nixon, 
administrative decentralization was associated both with 
returning power to the people and their state and local 
governments and making the Federal government itself 
more effective by eliminating unnecessary "bureau- 
cratic" overhead. 

Decentralization is also often viewed as a technique 
for promoting interagency coordination. This came 
about because, in practice, decentralization efforts have 
usually been accompanied by the development or 
strengthening of new interagency mechanisms for co- 
ordination in the field. The contemporary example of 
such mechanisms is the system of Federal Regional 
Councils (FRCs). These two kinds of reforms have been 
inextricably related. 

Because of this, Herbert Kaufman notes that what 1s 
often called decentralization might more accurately 
be characterized as organization on the basis of area 
rather thanftmction. This kind of organizational change, 
he adds, does not necessarily weaken the hand of the 
central authorities - in the case of the Federal govern- 
ment, the President and cabinet officials. The opposite 
is more often true, "because areal officers in the field 
would give top executives lines of communication and 
control alternative to existing functional channels, thus 
actually strengthening central authority." He continues: 

At the Federal level, this will mean renewed 
attempts to set up much stronger regional 
representatives of the heads of cabinet 
departments than any we have had in the 
past. It will also mean intensified efforts to 
establish regional Presidential representatives 
in the field.70 

Indeed, it has been often suggested that centralization 
and decentralization are paradoxically complementary 
rather than opposing processes, since nothing can be 
decentralized until it has first been ~entralized.~' 

A number of potential advantages are claimed for the 
decentralized, geographic form of organization. Gulick 
enumerated these in his 1937 paper. They include: 

0 greater ease of coordination of services 
rendered and controls exercised within a 
given area; 

0 the greater tendency to adapt the total 
program to the needs of the area served; 
the greater ease of establishing co- 



operative relationships with the sub- 
ordinate governmental units. 

In addition, he adds, decentralization of geographical 
divisions strengthens these tendencies, and serves, rnore- 
over, to reduce travel costs, short circuit adjustment 
problems, cut red tape, and speed up all joint activities 
and administrative  decision^.'^ Thls assessment is much 
like the rationale offered for decentralization in the 
late 1960s and early 1970s. 

Past ACIR Recommendations. As a component of its 
1967 study, the ACIR recommended that the President 
enunciate a policy of decentralizatioh of grant programs. 
Such a policy was to include the granting of the 
authority to the directors of Federal regional offices to 
review and approve most state and local plans developed 
as a condition of formula assistance programs, and of 
amendments to such plans. The Commission also recom- 
mended a reduction in the variations in the regional 
boundaries of Federal field offices, and proposed the 
reestablishment of a Bureau of the Budget field staff and 
a strengthening of the Federal Executive ~ o a r d s . ' ~  

Other Approaches 

The principal alternative to the coordinative 
approaches discussed above is reliance upon the co- 
operation of coequal agencies through various sorts of 
interagency agreements, committees, and similar devices. 
These techniques, as Gulick commented, have a place in 
the administrative process, but should not be relied upon 
excessively. Such devices are, in fact, utilized by the 
Federal government far more widely than this bit of 
theorizing suggests is proper. A wide variety of inter- 
agency bodies has been established for coordinating " - 
purposes. Some of these, like the Federal ~ e ~ i o n i  
Councils, are intended to perform a very wide range of 

each. PPBS should have improved interprogram coordi- 
nation, since the relationships among activities were 
revealed by its analytical processes. It also was improved 
to enhance the role of departmental Secretaries and the 
Chief Executive and their staffs in the decision-making 
process. 

During the later years of the Nixon administration, 
the management processes of the Federal government 
were systematized by the utilization of the Management 
by Objectives (MBO), instituted in early 1973. MBO 
required the departments to identify, in specific and 
measurable terms, objectives for accomplishment over 
the next year. Each department's "Presidential-level" 
goals were subject to OMB review and discussion. Once 
set, the objectives were to permit the monitoring or 
"tracking" of agency performance. The development of 
objectives at the departmental and agency level also was 
en~ouraged?~ In 1973, 19 agencies identified a total of 
144 "Presidential" objectives. Objectives sought new 
legislation, managerial improvement, the implementation 
of "New Federalism" policies, and specific program 
accomplishments in a variety of fields." 

While PPBS and MBO shared certain conceptual 
elements, there were differences between the two. The 
focus of PPBS was on determining the most cost- 
effective means of reaching a particular goal, and it was 
an integral component of the budgetary decision-making 
process. MBO, in contrast, is primarily a management 
rather than budgetary tool, and is more concerned with 
measuring progress toward objectives than developing 
alternative program strategies. Like PPBS, MBO was 
intended to improve program coordination by indicating 
areas in which goals were shared by several agencies. In 
practice, however, there were few examples of such 
improvements. 

AN ALTERNATIVE PERSPECTIVE 

by ideas" technique. 
T h e  f i r s t  of these was the  Planning- 

Programming-Budgeting System (PPBS) attempted 
throughout the Federal government from 1965 until 
1971. PPBS attempted to rationalize budgetary and 
management processes by determining basic goals, de- 
veloping alternative techniques for the achievement of 
these goals, and estimating the costs to be incurred by 

minority of experts in these fields,'the cask they offer 
merits full consideration. 

The critiques stress three general points. First, it is 
argued that there are severe limits on the degree of 
coordination that may actually be achieved through an 
organization's hierarchy. Second, some analysts believe 
that a sufficient degree of coordination may be achieved 
without a central hierarchical "coordinator." Finally, 



the third viewpoint denegrates the value of coordination command is likely to be executed only under specific 
as an objective. It finds positive advantages in conflict circumstances, which Neustadt has en~merated. '~  Presi- 
and duplication among governmental agencies or dential power, according to Neustadt, is usually only the 
bureaus. All these positions stand in sharp contrast to power to persuade. 
those of traditional administrative t h e ~ r y . ' ~  A number of organizational factors constrain the 

President's ability to function as a true chief executive. 

Limits of Central Coordination 

In practice, there may seem to be severe limits on the 
degree of organizational coordination which can be 
imposed "from the top" in large-scale bureaucracies. 
Appearance, in this regard, often conflicts with the 
reality. Though formally - from the perspective of an 
organization chart - authority may sometimes seem 
highly centralized, subunits typically possess con- 
siderable autonomy. This is true for organizations of all - 
kinds. Bertram Gross states the general case: 

Many . . . organizations may give outsiders 
the impression that they operate in auto- 
matic subordination to external controllers 
who enjoy "ultimate authority." Many give 
the impression that if one looks inside, one 
will find a monolithic unity, with all parts 
operating in smooth coordination and in 
automatic response to its top com- 
manders. . . . In actual fact, every organi- 
zation involves a certain amount of internal 
dispersion of power. As organizations 
become larger, the degree of dispersion 
becomes larger.7 

Though power is dispersed in all organizations, the 
condition is apparently more extreme in the Federal 
Executive than in most private business organizations. 
This is the case even though the contemporary Presi- 
dency is a much more powerful office than that of the 
early 20th century and before. The weakness of the 
modern President as administrative leader was a theme 
of many writers during the 1960s. For example, an 
observer of the Kennedy Administration indicated that 
"the truth is that Kennedy did not function as an 
executive," adding that "the inability of a Presi- 
dent. . . to direct the domestic establishment has 
become almost total."78 All recent Presidents have 
experienced a similar impotence, and have expressed 
frustration over it. 

Richard Neustadt was among the first to analyze the 
limits on the authority of the President. Neustadt 
indicates that though a President is held at least 
nominally accountable for all agency actions, his actual 
control may be highly circumscribed. Even a direct 

The long "chain of command" from the White House to 
agency offices makes it statistically unlikely that his 
instructions will be communicated directly or exactly.80 
There are, moreover, far too many organizational units 
for the President to keep track of them all; he is, then, a 
victim of a wide "span of control." The President and 
his immediate associates are also handicapped by the 
fact that they are often "amateur administrators," while 
those who lead the agencies are experienced profes- 
s i ona l~ .~  ' 

The President's influence upon the administration of 
domestic policy is also affected by the way he allocates 
his time and other resources. The greatest attention is 
usually devoted to foreign affairs. Comparatively little is 
given to domestic activities, and particularly to the 
operation of existing programs. Political scientist 
Thomas Cronin interviewed 50 former White House 
aides from the Kennedy, Johnson, and Nixon Admin- 
istrations, and found that none of them had praise for 
the quality of White House monitoring of domestic 
policy a c t i ~ i t i e s . ~ ~  As Aaron Wildavsky has put it, 
"foreign policy concerns tend to drive out domestic 
policy."8 

Other limits are essentially political. The various 
Federal agencies are not without important resources of 
their own. Commonly, they seek and obtain con- 
siderable support from the Congressional committees 
which oversee them, as well as from some affected 
interest groups. Their freedom of action is corres- 
pondingly enhanced. This feature is one which dis- 
tinguishes public from private admini~ t ra t ion .~~  

Some of these sources of Presidential weakness have 
long been recognized and were the concern of various 
reorganization commissions and committees. However, 
their persistence even in the face of the considerable 
organizational changes made since the Brownlow report 
four decades ago may suggest their inevitability. The 
demands upon the Presidential office, in this view, have 
overreached the possibility of its providing rationalized 
and fully coordinated leadership in all fields of govern- 
mental activity. 

It should be added that other writers indicate that the 
major problems of administrative coordination spring 
from the basic characteristics of American society and 
politics. Since they are seldom a consequence chiefly of 
defective organizational machinery, they cannot be 



resolved by organizational means alone. Instead, they 
reflect the pluralism and frequently contradictory nature 
of the goals society has set for itself. Improvement, 
according to these writers, will require making difficult 
political choices, with more clearly identified national 
goals and priorities - not simply better o rgan i~a t i on .~~  

Coordination Without Hierarchy 

Other theorists believe that a sufficiently high degree 
of administrative coordination may be obtained by 
non-cen tralized means - without a formal "co- 
ordinator." It can be produced instead as the resultant 
of the interaction of agencies and interests. Most of the 
scholarship on this point has been influenced by the 
work of Charles Lindblom, especially his study The 
Intelligence of  Democracy, published in 1965 ." 

Lindblom argues that traditional administrative 
theory, with its focus on hierarchical relations, has 
neglected the possibility that coordination can take 
place without a central co~rdinator.~'  Indeed, this may 
occur in a large variety of ways involving deference, 
negotiation, bargaining, and manip~lation.'~ Lindblom 
does not claim that these processes of "partisan mutual 
adjustment" are necessarily superior to central, co- 
ordinated decision makirig, but argues that they are 
appropriate in a wide variety of circumstances.89 

Linrlblom's complex argument rests on the view that 
the requirements of "synoptic" decision making - in 
which the full range of objectives, alternatives, and 
consequences of a policy choice are considered - surpass 
the capabilities of the human mind.g0 The real world, in 
which actions involving housing, energy, land use, 
transportation, foreign affairs, environmental conserva- 
tion, recreation, employment and public welfare are all  
interconnected, cannot be adequately represented 
though rational analytic techniques. More appropriate is 
a "disjointed, incremental" approach to problem solving, 
in which the values and alternatives considered are 
limited, evaluation is serial and remedial, and a large 
number of decisionmakers participate? ' 

Lindblom suggests that his reasoning has applicability 
to questions involving the organization of the Executive 
Branch of government. The process of partisan mutual 
adjustment may be "improved" or "better 
structu~ed."~ For example, he writes: 

One can . . . entertain the notion that over- 
lapping administrative jurisdictions can be 
deliberately created to activate negotiation 
rather than to be deplored as prima facie 
evidence of organizational confusion. And 

one can reconsider established ideas of the 
appropriate function for ostensibly central 
coordinators, if, for example, their role is 
seen less as achieving an approximation to 
synoptic coordination than as intervening 
from time to time in a highly selective way 
in a process of partisan adjustment. Many 
practicing coordinators, in fact, see their role 
in precisely that way, but theoretical dis- 
cussion of coordination and management is 
not fully adapted to the possibility.g3 

However, Lindblom does not treat these questions of 
administrative organization in any detail. 

The Virtues of "Fragmentation" 

Developing upon Lindblom's conclusion are a number 
of organization theorists who find positive advantages in 
administrative "fragmentation." It is argued that such 
organizations may be more efficient and reliable than 
those which are fully unified. Professor Vincent Ostrom 
has made this critique of traditional organization theo~y: 

The traditional theory of public admin- 
istration has presumed that principles of 
hierarchical organization - unity of com- 
mand, span of control, and a strict sub- 
ordination in a continuous chain from the 
top to the bottom of an organizational 
structure - are the ingredients for building 
efficiency into an administrative system. In 
the course of the last several decades, several 
scholars . . . have demonstrated how the 
structure of incentives will lead to serious 
problems of organizational failure and gen- 
erate substantial inefficiencies. The presump- 
tion that  perfection in hierarchical 
organization will maximize efficiency can no 
longer hold.9 

William A. Niskanen, Jr., an economist and former 
assistant director for evaluation in OMB, has argued for 
an increase, rather than decrease, in competition among 
bureaus in the supply of similar or identical services.9s 
This recommendation strikes at the heart of traditional 
doctrine, which viewed "overlap and duplication" as a 
major source of diseconomy in government. Yet Nis- 
kanen's goals - efficiency and economy - are identical 
to those sought previously. He argues that the natural 
tendency of bureaus to maximize their budgets can best 
be restrained by permitting competition among them, as 



with organizations in the private sector. He admits that 
responsibility would be diffuse in such an organizational 
setting. However, this approach would have substantial 
advantages: 

By traditional public administration criteria, 
a competitive bureaucracy would look rather 
disorderly and chaotic. It could never be 
adequately reflected by an organization 
chart. There would be no formal division of 
responsibilities, roles, and missions. The out- 
put, employment, and budget of individual 
bureaus would be more variable than at 
present. However, there is strong reason to 
believe that a competitive bureaucracy 
would be less variable with respect to 
changes in the demand and cost conditions 
than a monopolistic bureaucracy. . . . A 
competitive bureaucracy would appear less 
orderly than the bureaucracy described by 
Weber but would also be less oppressive, less 
political, and less inefficient than the 
bureaucracy described by von Mises, 
Tullock, and Parkin~on.~ 

Martin Landau makes a similar argument based upon 
a somewhat different premise. He views organizations as 
"information systems" engaged in the reception and 
transmission of "messages."97 A degree of "redun- 
dancy," or duplication, is a useful guarantee that a 
reliable flow of information will be maintained. 
Similarly, some "overlapping," as in the "equi- 
potentiality" of biological systems, increases adapt- 
ability to a changing environment. Landau writes that 

. . . redundancy serves many vital functions 
in the conduct of public administration. It 
provides safety factors, permits flexible re- 
sponses to anomalous situations and pro- 
vides a creative potential for those who are 
able to  see it. If there is no duplication, if 
there is no overlap, if there is no ambiguity, 
an organization will neither be able to 
suppress error nor generate alternate routes 
of action. In short, it will be most unreliable 
and least flexible, sluggish, as we now say.98 

The strategy of organizational duplication is one 
which was actually utilized by some past Presidents. 
Franklin Delano Roosevelt in particular created many 
new agencies whose responsibilities overlapped those of 
existing departments. He liked this competitive approach 

to administration, believing that it spurred greater effort 
and i n n ~ v a t i o n . ~ ~  

Implications for 
I ntergovernmen tal Management 

From these critiques, it is apparent that the consensus 
which once surrounded traditional organization theory 
no longer exists. For a variety of reasons, some analysts 
are at best skeptical of proposals for strengthening 
organizational coordination. Thus, they question or 
reject the traditional strategies. 

Former BOB Director Charles L. Schultze has in- 
dicated that he found existing administrative doctrine to 
be of limited applicability in the new intergovernmental 
context. In his testimony in 1967, Schultze argued that 
the "hierarchical concept of management" taught in 
every public administration course was of "limited help" 
in dealing with the management problems of inter- 
governmental relations. The new social programs, he 
indicated, required finding techniques which would 
enable many governmental units, all of equal status, to 
work together on a voluntary basis. How this could be 
done, he said, was not suggested by the doctrine 
developed by the Hoover Commissions and Brownlow 
committee.' O 0  

Others, following Lindblom, have hoped that solu- 
tions to this problem could be found in the concept of 
"partisan mutual adjustment." The models of co- 
ordination presentqd in the report of the Oakland Task 
Force are said to have been considerably influenced by 
Lindblom's writing, as were its recommendations, which 
stimulated the Federal Regional Council system.' ' 

Another group of writers has drawn upon these new 
theoretical perspectives in criticizing various proposals 
for reform. Ostrom, for one example, has specifically 
attacked Sundquist's recommendation for an Executive 
Office staff agency for intergovernmental affairs which 
was cited above. He compares this proposal to the 
operation of the French prefectoral system. It is in 
opposition, he believes, to the traditions of the Ameri- 
can federal system, which rests on a body of enforceable 
constitutional law and utilizes a multiplicity of co- 
ordinating mechanisms. No one official or organization 
"is allowed to presume that he is competent to guide or 
control the evolution of a Federal system of government 
w a whole." Such proposals ignore the potential losses in 
efficiency, effectiveness, and responsiveness which 
Ostrom believes are inherent in large-scale public bureau- 
cracies. He also fears that a greater centralization of 
authority would result in the President and Congress 
making basic, essentially "constitutional" decisions con- 



cerning the proper structure of state and local govern- 
ments.' O 2  

For similar reasons, Robert A. Levine has criticized 
the proposals for departmental consolidation advanced 
by Presidents Johnson and Nixon: 

The Administrations proposing such consoli- 
dation have done so in the name of 
omitting overlap and duplication - a fine 
old-fashioned bureaucratic principle. Yet, it 
is a principle that has never really worked to 
make policy effective; the opposite concept, 
that of competition, has worked very well to 
make the private economy productive. The 
question to be asked, then, is why not 
encourage overlapping and duplication and 
try to get public bureaucracies operating 
more effectively by the incentives induced 
by such competition?' 

Levine fmds evidence that where competition has 
existed - for example, among the military services and 
between the Office of Economic Opportunity's anti- 
poverty program and other domestic departments - the 
results have been beneficial.' O 4  

Richard Wagner also comments on the reorganization 
proposals. They reflect, he says, the widespread belief 
that organizational centralization is superior because it 
avoids the duplication of functions. However, centraliza- 
tion has costs which are often ignored, he writes. The 
greater the centralization, the fewer the "views of the 
future" which will be considered when actions are 
proposed. Competition among bureaus also tends to 
retard "the tendency toward excessive supply" of public 
services. He concludes that "currently, there may be 
substantial merit in creating a greater number of 
competing bureaus rather than in trying to consolidate 
bureaus. r , L O S  

These critiques have themselves been challenged. 
Several objections are offered concerning the process of 
partisan mutual adjustment. Critics usually grant that it 
does seem to provide, in a purely descriptive fashion, an 
accurate account of how government usually operates. 
Yet, the model may overstate the positive advantages of 
this method of operation. The organizational partici- 
pants in a decision-making process are often unevenly 
matched; for this reason, the information they possess 
may not be fully considered. Some interests and values 
may not be represented at all, as they lack an organiza- 
tional base. Because of the inherent conservatism of 
large-scale organizations, certain options may be sup- 
pressed. Even agreements reached by the participants 
may impose excessive external costs on others. 

It should also be added that there are those who feel 
that neither better coordmation or increased competi- 
tion among agencies would greatly enhance the effective- 
ness of governmental social programs. Instead these 
individuals stress other factors, such as the lack of 
substantive knowledge concerning basic social processes, 
rather than administrative or organizational 
weaknesses.' O 6  

Summary: Two Theories 

The traditional theory of public administration, 
exemplified in the writings of Luther Gulick and the 
recommendations of the Brownlow Committee, has 
provided the basis for most proposals for the improved 
management of Federal grant programs. According to 
thls theory, 

coordination is seen as a primary admin- 
istrative goal; 
two basic kinds of coordination are recog- 
nized, coordination by the idea and the 
more significant coordination by organi- 
zation ; 
"duplication and overlap" are viewed as a 
primary source of governmental 
inefficiency ; 
interagency committees are viewed as 
poor technique for dealing with most 
coordinative problems; 
the chief executive, with necessary staff 
assistance, is to function as a central 
coordinator; 
the Executive Branch should be organized 
into a small number of departments 
organized on the basis of purpose; and 
decentralization, coupled with the use of 
mechanisms to better integrate field 
operations, is recognized as a valuable 
administrative technique. 

This theoretical approach still enjoys considerable 
acceptance. However, in recent years, it has been 
subjected to a new critique, which challenges its basic 
premise and principles. This conflicting interpretation 
includes the following points: 

there are severe limitations on the degree 
of coordination which may be imposed 
by a chief executive of an organization 
through its formal hierarchy; 

in the Federal government, many agencies 



possess considerable independence as a 
consequence of support in the Congress 
and from interest groups; 

many coordinative problems reflect the 
pluralism of American values, rather than 
any organizational weakness; 

0 large-scale, centralized organizations tend 
to be inefficient, inflexible, and un- 
reliable ; 

I 

a high degree of coordination can often 
be obtained without recourse to an 
authoritative central hierarchical co- 
ordinator through the processes of parti- 
san mutual adjustment; 

since competition among agencies may 
make them more efficient and responsive, 
there is some advantage in maintaining 
(or even increasing) the "fragmentation" 
of administrative organization. 

The divergencies between these two theoretical 
approaches remain unresolved. Contemporary admin- 
istrative theory is widely viewed as being in a state of 
66 crisis." The best strategy for the reform of admin- 
istrative organization is, consequently, the subject of 
considerable controversy. 

CONTEMPORARY ORGANIZATION FOR 
IGR: 1970-1975 

Introduction 

The current organization of the Federal Executive 
Branch for the conduct of intergovernmental relations 
stems, in large part, from organizational reforms intro- 
duced under President Nixon. These innovations occured 
in two major rounds. In the early years of his administra- 
tion, the President created the Office of Intergovern- 
mental Relations directed by the Vice President and, in 
Reorganization Plan #2 of 1970, proposed a new 
Domestic Council and a transformed Office of Manage- 
ment and Budget, replacing the Bureau of the Budget. 
The system of Federal Regional Councils, which had 
been created on an experimental basis in four cities 
toward the end of the Johnson Presidency, was ex- 
panded to  serve the entire nation, and regional admin- 
istrative boundaries were redrawn. As a consequence of 

these initiatives, a new set of mechanisms for domestic 
policy development and implementation and inter- 
governmental and interagency management and com- 
munications were put in place. The President, himself, 
placed considerable stress on the need for a more 
effective intergovernmental system through his doctrine 
of "New Federalism" and the Federal Assistance Review 
program. 

A second round of changes occured in late 1972 and 
early 1973. The Office of Intergovernmental Relations 
was abolished and its functions were transferred to  the 
Domestic Council. Some of the administrative responsi- 
bilities of the Office of Management and Budget were 
similarly transferred, being placed in the General Ser- 
vices Administration and Department of the Treasury. 
Others were retained by OMB. The President, unable to 
win Congressional approval for the departmental re- 
oganization plan he had first proposed in March 1971, 
attempted to implement elements of it admin- 
istratively.' O 7  A new system of Presidential counselors 
superceded the Domestic Council, while the latter 
organization's staff was reduced by half. This system 
never became fully operational, however, and was 
abandoned a few months later. 

T h s  second set of changes was less clearly grounded 
in administrative theory than were those preceding. 
Some of the measures were intended in part to lessen 
criticism directed against the size and dominance of 
executive processes by White House staff. To i n  extent, 
the orderly policy machinery which had been erected 
previously was dismantled. 

President Ford has not replaced the basic policy and 
management structure developed by his predecessor. 
However, one very significant change has been forced by 
Congressional action. As of December 31, 1975, the 
grants management and other administrative activities 
transferred to  the General S e ~ c e s  Administration were 
returned to the Office of Management and Budget. At 
present, then, the most significant roles in the manage- 
ment of intergovernmental relations on a government- 
wide basis are played by the Office of Management and 
Budget, the Domestic Council, and the ten Federal 
Regional Councils, with one activity carried out by the 
Department of the Treasury. In addition, there is a 
variety of units and procedures for dealing with inter- 
governmental issues in specific areas, and each major 
department and agency has its own internal mechanisms. 

In the balance of this chapter, each of these organiza- 
tions and its intergovernmental role are described. The 
profiles indicate the nature of the relevant activities 
(many of which are considered in greater detail in other 
chapters in this report) as well as the strengths and 



limitations in agency performance, together with alterna- 
tive proposals for improvement. 

The Office of Management and Budget 

Origins. The Bureau of the Budget (now the Office of 
Management and Budget) was established in 1921 by the 
Budget and Accounting Act. At that time, the bureau 
was located within the Department of the Treasury, 
though it was made responsible directly to the President. 
Not until 1939, following upon the recommendations of 
the Brownlow Committee, was the Executive Office of 
the President established by Executive Order and the 
bureau placed within it as the key component. The 
BOB's three traditional functions - budget preparation, 
legislative clearance, and management improvement - all 
may be traced back to the authority first granted by 
these two actions. 

The contemporary OMB is a comparatively small 
organization. With a staff of approximately 600, it is 
now about the same size as it was during the immediate 
post-war period. It is often regarded as an "elite" unit 
within the Federal service, however, for the status it 
possesses as the President's management arm far outruns 
its small size and comparatively limited public reputa- 
tion. 

Still, by 1970 - the year in which the transformation 
from BOB to OMB took place - the position of the 
agency seemed to have slipped.' Increasingly, its three 
basic services were less useful to the Chief Executive. Of 
the three, the budgeting function had always been 
predominant within the bureau. "Economizing" was the 
agency's chief concern, a commitment expressed by a 
nickname: "the abominable no-man." Since the New 
Deal, however, activist Presidents have had little interest 
in this, the bureau's most important service, and most 
have devoted little attention to budget preparations. 

The significance of the bureau's other two traditional 
functions had also been eroded. While the agency was a 
leader in management improvement during the late 
1930s and early 1940s, acting essentially as a "manage- 
ment consultant" to Federal departments, its activity in 
h s  area declined after World War I1 as the capabilities 
of the agencies grew. The bureau also lost its monopoly 
of the legislative clearance function as White House staff 
became more involved in policy issues under Presidents 
Kennedy and especially, Johnson. 

A state of decline, then provided the context in 
which President Nixon's reorganization plan was pro- 
posed. The plan was intended to redefine, broaden, and 
strengthen the bureau - although some observers at that 

time felt that the opposite might be the more likely 
consequence. 

IGR Involvement. Most aspects of the OMB's work 
have some at least tangential impact on state and local 
governments. It is a large sector of the agency's activities 
for management improvement, however, which has been 
directed explicitly at the strengthening of inter- 
governmental relationships. In recent years, as govern- 
ments at all levels have felt the pressures of economic 
recession and resulting fiscal constraints, OMB's bud- 
getary decisions have also become of increasing concern 
to state and local officials. 

Officials of the Bureau of the Budget have shown 
interest in, and were involved in, intergovernmental 
affairs as well as other management issues at various 
points over the past four decades. However, this involve- 
ment became extensive only upon the rapid growth in 
assistance programs in the mid 1960s. In the late 1930s, 
the Director of the Bureau of the Budget had organized 
a Council on Intergovernmental Relations with himself 
as chairman and including the heads of other Federal 
agencies, representatives of the American Municipal 
Association and Council of State Governments, and 
researchers in the field. The work of the council was 
ended during the war. At approximately this time, 
however, the BOB established field offices in Dallas, San 
Francisco, Denver, and Chicago, which were given the 
responsibility for promoting the coordination of pro- 
grams in the field and engaging in consultation with state 
and local officials. These were abolished in 1953 as an 
economy measure. .In the mid 1950s, following the 
report of the Kestnbaum Commission, the bureau for 
the first time designated a full-time staff assistant in the 
field of intergovernmental relations.' O 9  

The Budget Bureau's involvement in intergovern- 
mental and interagency issues grew greatly from 1965 
to 1967, largely in reaction to difficulties in the 
implementation of Great Society programs. As early as 
1965, Director Charles Schultze had appointed a Task 
Force on Intergovernmental Program Coordination com- 
posed of public administration experts, which stressed, 
in its report, the need for greater attention to t h s  area. 
The BOB's field surveys during the summer of 1966 
hiwghted similar issues. 

A variety of pressures from outside the agency also 
forced BOB action. The Congress held some persistent 
critics. In a statement concluding the first three weeks of 
hearings on the Federal role in urban affairs, in Septem- 
ber 1966, Senator Abraham Ribicoff condemned the 
fragmentation of Federal assistance and excoriated the 
BOB for neghgence and culpability: 



I trust that in the months ahead, before a 
new Federal budget is submitted, this ques- 
tion of coordinating Federal programs for 
our urban areas will receive sharper and 
more devoted attention. This task of co- 
ordination and a unified view has been sadly 
ignored in our headlong rush to adopt 
bigger and newer programs. And this failure 
must be laid squarely on the doorstep of the 
Bureau of the Budget - because that is the 
traditional function as an arm of the Execu- 
tive Office of the President. 

For too long, this agency has abdicated its 
responsibilities in this area. I suggest a 
detailed reexamination of the role of the 
Bureau of the Budget so this vital function 
of government does not continue to languish 
unattended.' ' 

State and local officials made their concerns felt, too. 
The National Association of State Budget Officers put 
considerable pressure on its Federal counterpart, while a 
Democratic "governors' revolt" in late 1966 charged the 
President with inadequate communication on domestic 
programs.' ' The President responded and urged the 
BOB to take action. 

The BOB took these criticisms, internal and external, 
quite seriously, and moved on several fronts. When 
Director Schultze again faced Senator Ribicoff in Con- 
gressional hearing during mid 1967, he could list a 
significant number of bureau initiatives. These, as 
indicated in his testimony, included: 

0 attempting to identify grant programs 
suitable for consolidation, as in the new 
Partnership for Health block grant; 

0 the development of legislation to ex- 
pedite multiple-purpose projects - the 
"Joint Funding" concept; 

0 the development of procedures for for- 
malized consultation between Federal 
agencies and state and local chief execu- 
tives concerning Federal regulations - the 
A-8 5 process; 

0 participation in the 14-city pilot 
neighborhood centers program; 

0 conducting a review of Federal regional 

organizations, with an aim to greater 
consistency ; 

working with a task force established by 
the President and charged with reducing 
by one-half the pracessing time and red 
tape involved in grant applications; 

0 a study of the difficulties experienced by 
states as a consequence of delays in 
application processing and late Con- 
gressional authorizations and appropria- 
tions; 

encouraging the consolidation of catalogs 
of Federal aid; 

0 issuing of BOB Circular A-80 which aim- 
ed at greater conformity in the designa- 
tion of Federal and state development 
districts: 

0 reviewing its own internal organizational 
structure.' ' 

Later in 1967, the bureau itself was reorganized, in 
large part to give more emphasis to the problems of 
intergovernmental and interagency coordination in the 
"Great Society" and other Federal assistance programs. 
An Office of Executive Management (OEM) was created 
primarily for the purpose of equipping the bureau for its 
work in this field.' ' 

The Budget Bureau found the Administration which 
took office in 1969 to be quite receptive to its proposals 
for improved intergovernmental relations, many of 
which were ready for White House approval. On March 
27, 1969, President Richard Nixon announced the 
establishment of common administrative boundaries and 
regional field offices for five agencies. The system of 
Federal Regional Councils which had been initiated on a 
pilot basis by the BOB in September 1968, was 
expanded to include all  the new headquarters cities. The 
President also initiated the three-year Federal Assistance 
Review (FAR) program. An interagency task force 
chaired by BOB was to concentrate its efforts on a 
nine-point FAR agenda of interrelated actions. Many of 
these goals had been sought by the bureau for some 
time. The listing included: 

1) Common Regional Boundaries, 
2) Regional Councils, 
3) Red !#Tape Cutting, 
4) Reduction in Processing Time, 



5 )  Greater Reliance on State and Local 
Government, 

6 )  Decentralization, 
7) Consistency in Procedures, 
8) Joint Funding Simplification, 
9) Grant Consolidation and 

Coordination.' l 4  

Despite the reorganizations and the greater emphasis 
placed upon management functions and inter- 
governmental relations, however, there was continuing 
dissatisfaction with the BOB's actual performance. In.  
1970, former Budget Director Percival Flack Brundage 
wrote that to that date 

. . . it can only be concluded that the 
bureau, as the management arm of the 
President, has not been performing a service 
commensurate with the management re- 
sponsibilities set forth in the Budget and 
Accounting Act o f  1921 and the Budget and 
Accounting Procedures Act o f  1950. 

He noted that 

. . . the means for bringing about operational 
coordination of Federal programs at the 
state and local levels has not as yet been 
fully developed, . . . 

though this had been the aim of the 1967 re- 
organization.' ' ' Despite considerable effort, the bureau 
was judged to have been unsuccessful in the transition to 
the new problems of intergovernmental and interagency 
management.' ' 

Reorganization Plan #2 of 1970. A further strength- 
ening of the Budget Bureau's management operations 
was the intended objective of Reorganization Plan #2 of 
1970, proposed by President Nixon on March 12, 1970. 
The plan, which took effect on July 1, changed the 
name of the bureau to the Office of Management and 
Budget, suggesting the greater breadth of its anticipated 
role. At the same time, the Domestic Council - a 
cabinet-level, policy-making organization within the 
Executive Office of the President - was established. 

Under the plan, all the statutory functions of the old 
BOB were transferred to the President himself. The 
OMB, its Director, and the Domestic Council were to 
perform those functions delegated or assigned by the 
President. These were specified by Executive Order 
11451, issued July 1, 1970. By its provisions, the 

functions transferred to the President were returned to 
OMB's Director. 

The missions of the Domestic Council and new OMB 
were distinct in the President's description. The 
Domestic Council was to be a counterpart to  the 
National Security Council, concerned with what the 
government would do - the setting of basic objectives 
and policies. The OMB, in contrast, was concerned with 
the operational issues of how and how well the work of 
government was done. The change in the BOB was 
intended to broaden its management responsibilities 
beyond the budget function. Indeed, the Ash Council, 
on whose work the proposals were based, had originally 
suggested that the BOB's name be changed to the 
"Office of Management."' ' ' The President's message to 
the Congress stressed the new office's larger roles 
relating to fiscal analysis, program performance evalua- 
tion, interagency cooperation in the field, the im- 
provement of government organization and 
management, and executive manpower development.' ' 

To many, the President's plan seemed well grounded. 
There was widespread recognition of the desirability of 
improving Federal management and policy-making 
machinery. Yet, there were also several grounds for 
objection. Some commentators doubted that a sharp line 
could be maintained between "policy" and "admin- 
istration," a distinction most academic analysts had 
found to be a poor one. Transferring powers formerly 
conferred by statute on the BOB to the President was 
thought likely to make its officials less accountable to 
the Congress. Many outside and inside the bureau also 
believed that it was being effectively "demoted," 
removed from the councils of policy making in which it 
had often played a significant role. The new Domestic 
Council appeared to "institutionalize" the process of 
legislative clearance by White House, rather than Budget 
Bureau, staff.' l g  Ash and other administrative spokes- 
men maintained that the policy functions of the bureau 
would not be diluted, however. OMB, they said, would 
operate largely as BOB had, except that its managerial 
roles would be strengthened.' 2 0  

Reorganization Plan #2 also stimulated internal 
change. The two major elements of the Office of 
Executive Management (which had been created in 
1967) were elevated to division status, becoming the 
Program Coordination Division and Management Sys- 
tems Division. An associate director for management 
provided top-level supervision. Four program associate 
directors (PADS), all political appointees, were made 
responsible for the examining divisions. 

Later u t i o n a l  Change. These new organi- 
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zational arrangements were altered three years later, 
after Roy Ash became OMB Director. In the spring of 
1973, the two-sided system - with a deputy director 
over the budget function and an associate director over 
management - was eliminated in favor of control 
through a single line of authority. The change reflected 
Ash's view that budgeting was simply one management 
tool; hence, there was a need for full integration. New 
"management associates" were added to each of the 
budget divisions in an effort to make managerial 
concerns more pervasive throughout the agency. An 
assistant director for operations (one of six assistant 
directors) was made responsible for the four manage- 
ment divisions, including a new, small Division of 
Intergovernmental Relations. Other divisions were 
formed for Field Activities, Program Implementation 
and Coordination, and Federal Drug Management. 

During the same period, the administration of several 
of the grants management circulars and other procedures 
and services was transferred to the General S e ~ c e s  
Administration. Dwight Ink, the assistant director for 
organization and management systems in OMB and the 
chairman of the FAR Steering Group, was made deputy 
administrator of the GSA. These changes coincided with 
a Presidential attempt to. "streamline" the Executive 
Office by reassigning various "line" aciivities to other 
agencies. Many also believe that they reflected a growing 
lack of sympathy with the leaders, goals, and operations 
of the management unit on the part of White House 
staff. One writer reports that Dwight Ink was transferred 
because he was "too close to Congress" and regarded as 
"not partisan enough."' ' 

The current organizational form of the OMB for 
intergovernmental relations was established in 1974, 
when two of the divisions formed in 1973 were merged, 
creating the Division of Intergovernmental Relations and 
Regional Operations. This division, which has overall 
responsibility for the Federal government's interagency 
and intergovernmental coordination activities, contains 
three branches. The Field Operations Branch monitors 
the activities of the FRCs, including their operation of 
the A-95 procedure, and has a staff member assigned to 
each council. The branch is also responsible for crisis 
management activities. Insuring the full consideration of 
intergovernmental impacts within OMB's policy pro- 
cesses is a function of the Intergovernmental Relations 
Branch, which also maintains liaison with the public 
interest groups. This branch also provides policy in- 
formation to the FRCs and Federal Executive Boards 
and acts as secretariat to the Under Secretaries Group 
and Working Group. The Field Systems Branch monitors 
agency compliance with the standardized administrative 

regions and worked with the General S e ~ c e s  Admin- 
istration on grant standardization and joint funding 
procedures. 

Several additional activities of an intergovernmental 
character are located in other OMB divisions. For 
example, the Catalog o f  Federal Domestic Assistance is 
prepared by the budget review staff, while OMB CircuIm 
A-90 (concerning cooperation with state and local 
governments to coordinate in improve information 
systems) is administered by the Information Systems 
Division. 

As a result of Congressional action in December 
1975, the activities of the Office of Federal Management 
Policy (OFMP) in the General Services Adrnin- 
istration - activities which had been initiated in 
OMB - were returned to the Office of Management and 
Budget. Only one of the 18 staff transferred to OMB was 
placed in the Intergovernmental Relations and Regional 
Operations Division. This individual has responsibility 
for the joint funding program. Personnel associated with 
three key grants management circulars were placed in a 
newly created Financial Management Branch under an 
assistant director. Other returning staff were located 
under the associate director for management and 
operations. 

Continuing Management Weakness. The continuing 
series of reorganizations - in 1967, 1970, and 
1973 - were all intended to improve the budget 
agency's handling of the difficult issues of Federal 
management, including intergovernmental and inter- 
agency coordination. The symbolic representation of 
these efforts was the addition of the "M" to the bureau's 
name in 1970. However, the attempts to strengthen the 
"management side" of the agency are generally judged 
to have been largely unsuccessful. Men  Schlck is among 
those who have reached this conclusion : 

The management changes in OMB have not 
worked out as envisioned by the re- 
organizers; despite a succession of internal 
staff realignments over the past five years, 
the management staffs have not established a 
vital role for themselves.' 

The fact is that, despite official pronouncements, the 
agency's management activities have never come to be 
regarded as important as its budgetary role. In the words 
of one staff member, getting out a budget has remained 
its first through fifth priority. Management problems 
receive far less attention from the agency's leadership 
and from most of its staff. 

Consequently - and despite OMB's image as a "tough 



policeman" of the departments - the agency has in fact 
had limited success and has made a limited effort to 
obtain full compliance with its management initiatives. 
While progress has been made, the pace has been slow 
and halting. OMB Circular A-95 is a case in point. A 
1975 GAO study found problems in the implementation 
of the circular, most of which could be traced "to a 
general lack of guidance by OMB as to the specific 
responsibilities of Federal agencies."' The report 
indicated that the OMB had failed to identify cases in 
which departmental regulations were inconsistent with 
the circular and had not defined the functions of agency 
liaison officers. Compliance with the circular is moni- 
tored in a largely reactive fashion by a single OMB 
official, who must rely primarily on complaints made by 
clearinghouses. The OMB, however, took issue with the 
impression left by the report that the full responsibility 
for implementing A-95 is OMB's alone. It argued that 
action by agency leadership with the support of OMB 
and the Executive Office and the Congress and its 
agencies was also necessary.' l4  OMB's stance appears in 
some degree to be self-effacing. 

A consultant to the National Governors' Con- 
ference has claimed that "OMB's lack of performance in 
the entire intergovernmental coordination area," in- 
cluding A-95, "has been a serious disappointment to the 
states." The author adds: 

Not only has OMB failed to give serious 
attention to Federal agency compliance to 
A-95 requirements, it also has missed or 
ignored opportunities to foster intergovern- 
mental coordination in new legislative 
programs. Most domestic legislation is 
reviewed by OMB at some point in its 
development. Review of Administration 
proposals takes place before intro- 
duction. . . . Yet, OMB has not recom- 
mended clear references to A-95 processes or 
concepts in legislation establishing new 
domestic programs. OMB failure to suggest 
appropriate roles for substate regional 
planning agencies in the Comprehensive 
Employment and lhining Act, the 
Community Development Act, and the re- 
visions to Comprehensive Health Planning 
legislation underscores the lack of com- 
mitment to policy management processes by 
the Federal government. 

The same indictment of inattention at 
national levels could be cited with regard to 

other poorly implemented intergovern- 
mental mechanisms, including OMB Cir- 
culars A-87 on cost allocations and A-102 
dealing with standardized grant applications 
and reporting systems.'25 

Former Brookings Institution researcher Gary Bom- 
bardier is less severe and more tentative, but still critical. 
He writes of the management efforts in OMB that "To 
date. . . the results have been limited, so limited as to 
call into question the capacity of the bureau to 
transcend successfully its tradifional roles and 
missions."' Most other observers make similarly 
negative appraisals of the agency's ability to deal with 
the management problems of intergovernmental and 
interagency relations. 

Several reasons are suggested for the continuing 
weakness of the management component. A primary 
consideration has been the lack of a strong and steady 
White House commitment to management improvement. 
As indicated previously, the domestic policy area is one 
to which all recent Presidents have devoted limited 
attention, while within it, new legislation - not program 
operations - has been the most significant concern. Yet, 
as Gary Bombardier correctly observes, it is the pos- 
sibility of direct intervention by the Chief Executive 
which lends authority to any staff agency. He notes: 

The bureau tw take initiatives and impose 
settlements if those whose cooperation it 
needs believe that what the bureau wants is 
what the President wants, or what the 
President would want if he intervened h im 
self. In most cases, the bureau depends upon 
the belief that the President might intervene. 
Yet, the fact is that most management issues 
are altogether unlikely to be brought to the 
attention of the President, and all of the 
participants know this. The President is busy 
with other, to him more important, con- 
cerns like foreign policy crises or the state of 
the economy. The effort of the bureau to 
transform its management component was 
based upon the false assumption that man- 
agement concerns were likely to be of great 
importance to the President in the 
1970s. . . . The importance of management 
concerns did rise under the Nixon Adrnin- 
istration; but, among the totality of presi- 
dential concerns, they were still not very 
high.. . .I2' 



What is of limited significance to a President is also 
apt to be given limited attention by those around him, 
including OMB's leadership. One observer commented 
that the OMB is normally unwilling to use its influence 
over the departments for non-budgetary purposes. 
Another explained that the agency's resources are not 
unlimited, and that its top officials hesitate to expend 
them for management objectives, wanting to maintain a 
reserve of influence for the budget issues they regard as 
more crucial. More generally, the management area is 
not one which has sufficient political benefits in the 
short run to merit stress by Federal policy executives. 
Marver H. Bernstein notes the weakness of the BOB'S 
efforts at management improvement of a variety of 
kinds: 

In Federal experience, management improve- 
ment has been weak in motivation, purpose, 
and achievement primarily because it has 
been accorded very low status by political 
and career executives. There appear to be 
few incentives for these executives to focus 
their concerns and resources on efforts to 
improve the management of programs they 
administer. As all reports on the subject 
assert, nothing less than leadership from the 
top has the possibility of creating an en- 
vironment conducive to improvement of 
managerial practices. Senior political and 
career executives have drastically limited 
time to devote to these matters. Because 
they cannot deny the soundness of more 
effective management in the public interest, 
they tend to rely on occasional gestures 
toward better management, expressed in the 
accepted rhetoric of managerial reform, 
emphasizing a currently fashionable concept 
or tool, such as Am, productivity measure- 
ment, manpower utilization or cost reduc- 
tion. As long as political payoffs for rnanage- 
ment improvement remain dubious and 
illusive, executive commitment seldom rises 
above lip service.' 2 8  

Arguably, the neglect of the problems of program 
implementation and management may have important 
political reprecussions in the long run, as well as 
serious consequences for public policy. Yet these are 
seldom immediate enough to receive priority attention. 

The internal relationship of the OMB's management 
sector to the budget divisions and their budget ex- 
aminers - which are regarded as holding the real power 

within the agency - is also a significant factor. The two 
are, in the description of a former staff member, 
"separate worlds," entirely divorced. Tension and a lack 
of understanding are common. Allen Schick has found 
that few of the examiners he interviewed understand or 
sympathize with the objectives of the management side: 

"I don't know what those people do." 
"Maybe you can tell me what they're here 
for." These were typical responses by budget 
examiners to questions about the manage- 
ment side of OMB.' 

As a consequence of this organizational separation, it has 
normally proven impossible for OMB to bring pressure 
on an agency's budget to support its managerial objec- 
tives. Bombardier writes: 

In theory, [OMB's] resources and sanctions 
are available to support the activities of the 
management component, but in practice the 
bureau is too decentralized and too poorly 
coordinated internally to make this a real 
possibility except perhaps in extraordinary 
circumstances. Indeed, at the action level, 
the various sides of the bureau often work at 
cross purposes.' 3 0  

Some observers report that the examiners will defend 
"their" agencies from "interference" by outsiders, in- 
cluding the management sector, and some departmental 
officials agree that their examiners can be called upon to 
"go to bat" for them in disputes with the OMB. Others 
indicate that the examiners generally have opposed grant 
decentralization and simplification, wanting to be able 
to obtain full information as easily as possible, from 
Washington-based officials. 

Another limiting factor sometimes identified is the 
high level of turnover among top policy staff in OMB 
and in the departments as well. The OMB has had four 
different directors in the five-year period since its 
creation in 1970. This lack of continuity, however, is 
only slightly greater than during the preceding decade, 
though it might still be judged to be undesirable.' '' 
There has been increased change at a slightly lower level. 
Brookings Institution researcher Hugh Heclo indicates 
that, in 1974, nearly two-thirds of the heads of major 
agency offices and examining divisions had one year's 
experience or less in the agency, and that only a quarter 
had worked within it for six or more years. In 1960, by 
way of contrast, fully threequarters of the members of 
this group had at least six years' BOB experience.' 32 



This turnover has affected the management area 
directly: five men have held the position of associate 
director for management and operations in the period 
1973-75, and this post - the highest on the management 
side - was also vacant for a period of about six months. 
Turnover has also been correspondingly high within the 
major domestic departments, with an average of four 
Secretaries in each between 1969 and late 1975.13 The 
consequence is, according to some observers, that too 
much time must be spent "reinventing the wheel" in the 
management area, while the focus of attention is on 
those areas in which a short-term payoff can be 
expected. Management improvement is not among 
these.' 34  

Finally, there also seem to be some differences in the 
nature of the agency's role in the management as 
contrasted with the budget and legislative review areas. 
In the latter, Bombardier indicates, OMB can operate in 
a 

. . . quasijudicial and routinized manner. 
Departments and agencies are obliged to 
come to the bureau with budgets and legisla- 
tive proposals that need approval, and the 
bureau judges and reacts to those proposals. 
Its style is consciously negative and critical. 

In contrast, he notes, 

In the field of management improvement, 
and especially in the field of interagency and 
intergovernmental relations, the bureau has 
sought in recent years to be positive and 
creative, to venture forth into the political 
world and to solve problems rather than 
merely reacting to proposals.' ' 

This is a rather more difficult task. 
In summary, then, these analysts and observers 

suggest five primary reasons for the continuing weakness 
of the management sector within OMB. These are: 

0 the lack of a strong, continuing White 
House interest in managerial issues; 

0 the concentration of the attention and 
resources of OMB's leadership on budget 
preparation and review; 

0 a high level of turnover among those in 
policy positions in OMB and other 
agencies; 

0 tension between the budget and manage- 
ment divisions within OMB; 

differences of workflow and style in the 
budgetary and legislative areas on the one 
hand and management improvement on 
the other. 

Budgetary Process Issues. The primary issues of 
intergovernmental relations in which the OMB has been 
involved over the past decade have related to problems 
of grants management. These are of continuing im- 
portance. However, budgetary issues are a more recent 
and ever-growing concern. 

Many observers are dissatisfied with the operation of 
the Federal budget process, which is viewed as closed 
and arbitrary. Budget examiners are seen as possessing 
too much power and often utilizing it without a clear 
recognition of the management consequences or fiscal 
effect on other governments. Too often, it is argued, 
cuts are made in an across-the-board fashlon, rather than 
with a recognition of the priorities which should be 
attached to particular programs. The impact of such 
lecisions on the state and local governments, which 

must ultimately deliver most domestic services, are often 
not understood. 

Senator Hubert Humphrey, among others, has sug- 
gested that it would be useful to "open-up" the Federal 
budget process, which he has called "the best kept secret 
in this government:" 

Now, I would hope that somewhere along 
the line we could get to a point where at a 
certain stage in the preparation of budgetary 
data on which the ultimate budget decisions 
are based that governors and mayors and 
legislators might have some input, so that we 
can find out at the regional levels as well as 
the governmental structural level what 
people have to say, and what they think 
ought to be priorities.' 

A substantial effort in this direction has been made 
during the past two years. In 1973, officials representing 
the governors, state legislators, cities, and counties 
joined together as the "New Coalition" with the aim of 
gaining greater involvement in the budgetary process. 
The group, formed under the leadership of Governor 
Dan Evans (Washington) met with top officials of the 
Office of Management and Budget on a regular basis 
throughout 1974 for discussions which focused on the 
1976 budget. During 1975, the meetings were concerned 
primarily with two functional areas, manpower and 
health, and have considered questions of policy and 
organization as well as the budgetary issues. 



The results of these efforts have proved dis- 
appointing, however. The 1976 budget generally did not 
reflect the concerns expressed by the New Coalition 
members. For the most part, this is traced to the changes 
in the economic and fiscal assumptions underlying the 
budget which occurred in early 1975, after the series of 
New Coalition meetings was complete. OMB is generally 
credited with having made a good faith effort to work 
with the group. 

For various reasons, this experience has also demon- 
strated the difficulty of developing effective partici- 
pation in budget process. An important consideration is 
that state and local officials do not possess the close 
familiarity with many of the issues which OMB has, and 
for this reason are placed at some disadvantage. Staffing 
is also a problem: the New Coalition had for its own use 
a single staff member. The Washington-based public 
interest group staffs made some contribution, but their 
resources are also limited in comparison with the 
magnitude of the budgetary task. 

As a consequence, many observers are pessimistic 
about the possibility of conducting an effective inter- 
change in this area. The basic goal - a greater recog- 
nition of the impact on state and local governments of 
Federal budget decisions - is regarded as being of high 
and ever-increasing importance. There is a particular 
concern that, by neglect or design, Federal responsi- 
bilities will be sloughed off on subnational units which 
cannot assume them, especially in a period of economic 
stagnation. Yet, the appropriate strategy for dealing with 
these significant issues remains unclear. One proposal 
calls for an OMB deputy director for intergovernmental 
fiscal affairs as a means for institutionalizing the 
interchange of relevant information. 

Options. Proposals for improving the handling of the 
management function within the Executive Office of the 
President center around three main strategies. One 
option would involve the strengthening of the position 
of the management function within OMB through 
internal reorganization. Another approach contemplates 
the location of most management responsibilities in a 
new Executive Office management agency (or perhaps in 
another department, such as the General Services 
Administration). Finally, there are those who contend 
that the crucial issues are primarily procedural, rather 
than organizational. 

One basic step would involve some increases in the 
intergovernmental relations and regional operations 
staff. As noted previously, the GAO has found that the 
limited OMB staff commitment to OMB Circular A-95 
has prevented the adoption of an aggressive monitoring 

system. The role of OMB field representatives is current- 
ly played by a number of individuals who also hold 
other administrative responsibilities. Given the im- 
portance of close communication between the OMB, 
FRCs, and state and local governments, funding for 
travel and similar purposes should also be reviewed for 
adequacy. 

The desirability of more extensive internal organiza- 
tional change in OMB was suggested by Donald Stone in 
a paper prepared for the Study Committee on Policy 
Management Assistance. Dean Stone sug~ested that -- 

. . . the OMB should be restructured to 
accord functions concerned with overall 
management, capacity-building, government- 
wide policy and program planning, co- 
or din ation, and evaluation - including 
intergovernmental administration - an equal 
place in the OMB power structure. The 
budget review groups which process agency 
programs and budgets are now assigned, 
under present organizational arrangements, 
titles which (as well as their functions) give 
them predominate power and influence. Thls 
is the age old problem of keeping the 
specialists from being on top, and of rnain- 
taining the supremacy of generalists.' ' 

More specifically, he suggested that the Organization and 
Special Studies Division should be upgraded and re- 
designated, becoming a "Federal Management Service" 
or something similar. This unit would provide liaison 
with the full public administrative community and serve 
as the primary center for the review of policy relating to 
administrative capability. The management divisions 
within the budget review groups would be disbanded, 
with their staff transferred to the Federal Management 
Service. A "Division of Intergovernmental Admin- 
istrative Management" would be created within the 
service, and would absorb developmental (but not 
operational) responsibilities relating to grants manage- 
ment. The present Division of Intergovernmental Re- 
lations and Regional Operations would continue as the 
"executive organ" in these areas. However, Dean Stone 
proposed that it be relocated under an assistant or 
associate director, and be made a line "office," rather 
than a staff "division." 

There are others who believe that the OMB probably 
cannot be made to work effectively in the management 
area, however altered. Such arguments suggest the need 
for other alternatives. For example, Gary Bombardier 
suggests that "the [OMB] should probably confine itself 
to its traditional roles and msisions," rather than tackle 



the difficult problems of intergovernmental manage- 
ment.' 3 8  Allen Schick feels that the attempts to 
strengthen the "M" side of OMB have been misguided: 

Thls Presidential agency is in trouble because 
it has not concentrated enough on bolstering 
its core budget process and because it has 
wasted resources and energy on pre-doomed 
management activities. The next President 
will inherit a much sturdier organization if 
steps are taken to spin off those manage- 
ment activities which (1) are not Presidential 
in consequence or (2) do not benefit 
from a direct link to the budget process.' 39 

Advocates of a separate management agency also 
stress the weaknesses of the current OMB efforts. A 
separate office, they suggest, could be regarded as a 
tangible indication of Presidential commitment to the 
subject, and also would not be faced with the conflict of 
roles and traditions which mark the OMB. Consideration 
has been given to proposals for the creation of a separate 
Executive Office agency for coordinative, intergovern- 
mental, or management purposes several times in the 
past decade. The 1965 Task Force on Intergovernmental 
Program Coordination posed the option of creating an 
"Office of Community Program Coordination" instead 
of strengthening the BOB in this area, but did not 
choose among these alternatives.' 40  The Heineman Task 
Force on Government Organization is reported to have 
urged the creation of a new EOP unit in 1966.14 ' This 
option is also said to have been among those considered 
by the Ash Council. The recent Stone paper suggests 
that the issue is one which should be examined in a 
thorough reassessment of OMB's organization.' 

Those who question the efficacy of this strategy 
argue that the budget and management functions are 
closely linked; indeed, some - including former OMB 
h e c t o r  Ash - believe that budgeting is simply one 
component of the broader management process. Many 
think it is doubtful that a separate agency would possess 
the necessary leverage on the departments without ties 
to the budget. A new organization would also result in 
some duplication of function and personnel and add to 
the breadth of the President's already strained "span of 
control."' 

Finally, there is another view, which argues that these 
considerations of formal organization are secondary. 
After all, OMB has been restructured three times over 
the past eight years, each in an attempt to strengthen the 
handling of interagency and intergovernmental prob- 
lems, but with little effect. This course, then, has been 

tried. One alternative is procedural, rather than struc- 
tural, in nature. It stresses the necessity of the involve- 
ment of the management section in OMB's ongoing 
budgetary and legislative review processes. What is 
needed, in the view of. one former staff member, is an 
"action-forcing element which demands consideration of 
the impact on other levels of government in OMB's 
program and funding decisions." Most importantly, the 
Director must insist that the departments include an 
assessment of the relation of their proposals to the 
expressed needs of the states, cities, and counties. Such 

information might well be compiled through the Federal 
Regional Councils, at the direction of the Executive 
departments. This approach, it is argued, might succeed 
where others have failed. 

Conclusion. The Office of Management and Budget 
has, to date, had limited success in improving the 
management of the intergovernmental grant system. 
Despite repeated reorganizations and a change in name, 
budgetary issues and problems continue to be pre- 
dominate. The agency has a lengthy hsitory of involve- 
ment in intergovernmental relations. It was among the 
first to perceive the growing problems of intergovern- 
mental and interagency management which emerged in 
the mid 1960s, and developed a full agenda for improve- 
ment. However, this has still been only partially 
implemented. 

In the period 1973-75, the agency's formal responsi- 
bilities for many aspects of intergovernmental manage- 
ment were considerably reduced. Many of its manage- 
ment procedures were transferred to the General 
Services Administration and Treasury Department, al- 
though the OMB retained policy oversight. In 1973, the 
Executive Director of the Domestic Council was desig- 
nated as the President's liaison with state and local 
governments, although this function might have been 
given to the OMB, as the Ash Council had recom- 
mended. Hence, though the budget office was among the 
fust Federal agencies to become involved in the inter- 
governmental arena, its role in this area did not grow, 
but was fragmented and divided. 

By action of Congress, some of these former responsi- 
bilities have now been returned to the OMB, but with 
reduced resources and organizationally distributed with- 
in OMB in four separate divisions. These new functions, 
clearly, will challenge the agency to strengthen its 
capabilities in the management area. The past record 
provides little basis for optimism in this regard. For this 
reason, a variety of organizational and procedural 
changes merits close consideration. 



The Domestic Council 

The Domestic Council was created by President 
Nixon under Reorganization Plan #2 of 1970, as 
discussed above. By the terms of the President's descrip- 
tion, the council was to be concerned with "what the 
government does," assuming a broad domestic policy- 
making and planning role comparable to that of the 
National Security Council in foreign affairs. Specifically, 
under the terms of Executive Order I 1.541 (issued July 
1, 1970) the Domestic Council was to 

1) receive and develop information neces- 
sary for assessing national domestic needs 
and defining national domestic goals, and 
develop for the President alternative pro- 
posals for reaching those goals; 

2) collaborate with the Office of Manage- 
ment and Budget and others in the 
determination of national domestic prior- 
ities for the allocation of available 
resources; 

3) collaborate with the Office of Manage- 
ment and Budget and others to assure a 
continuing review of ongoing programs 
from the standpoint of their relative 
contributions to national goals as com- 
pared with their use of available re- 
sources; and 

4) provide policy advice to the President on 
domestic issues1 4 4  

The Executive Order, which terminated the Council for 
Urban Affairs, Cabinet Committee on the Environment, 
and Council for Rural Affairs, also assigned their 
functions to the Domestic Council. 

In terms of membership, the council is basically the 
cabinet minus its State and Defense Department mem- 
bers. Initially, it was composed of the President and Vice 
President, the Secreatries of Agriculture, Commerce, 
Health, Education, and Welfare, Housing and Urban 
Development, Interior, Labor, Transportation, and 
Treasury, and the Attorney General. Subsequently, 
additional members have been designated, bringing the 
current total to 19. These include the Director of the 
Office of Management and Budget, the Chairmen of the 
Council of Economic Advisors and Council on Environ- 
mental Quality, the Administrators of the Environ- 
mental Protection Agency and Veterans Affairs, the 

Director of ACTION, and the Executive Directors of the 
President's Economic Policy Board and Energy Re- 
sources Council. While the President is the Chairman of 
the council, its staff is supervised by an executive 
director. Three men have held this post: John D. 
Erlichman, who was succeeded in 1973 by Kenneth R. 
Cole, Jr., and James M. Cannon, who took office under 
President Ford in February 1975. 

The Domestic Council concept, as developed by 
President Nixon and now President Ford, represents a 
considerable departure from the practices of the two 
pervious administrations. Neither Presidents Kennedy 
nor Johnson made use of the cabinet as a collective body 
for policy deliberations. Their cabinets lacked 
institutional staff, and met very infrequently, primarily 
for informational purposes. Both Presidents felt that the 
diversity of concerns among cabinet members made the 
group unsuitable for determining major actions.' 4 5  In 
contrast, the Domestic Council under President Nixon 
was to be the focal point for all domestic policy-making, 
and was to have a staff established on a "permanent, 
institutional basis" which could provide an "institutional 
memory" in the field of domestic policy. 

IGR Responsibilities. The initial Executive Order 
establishing the Domestic Council made no specific 
reference to the subject of intergovernmental relations, 
which, at that time, was the concern of the Vice 
President's Office of Intergovernmental Relations (OIR) 
created by the President in 1969. As noted previously, 
however, the council did assume the functions of the 
Councils for Urban and Rural Affairs and the Cabinet 
Committee on the Environment, each of which had been 
charged with encouraging the fullest cooperation among 
the three levels of government and promoting the 
coordination of Federal programs in its area of concern. 
The Domestic Council's sole statutory responsibility, 
that of developing a national urban growth policy and 
preparing a biennial Report on Urban Growth as 
required by the Housing and Urban Development Act of  
1970, does have a significant impact on state and local 
government. 

The Domestic Council's formal and most explicit 
responsibilities for intergovernmental relations stem 
from an Executive Order issued December 14, 1972, 
which transferred the functions of the Office of Inter- 
governmental Relations to the Domestic Council. The 
effectiveness of the OIR, in its first years, had been 
questioned by the Advisory Council on Executive 
Organization (Ash Council) as well as a number of state 
governors. However, other governors gave the office 
strong endorsements. After considering a variety of 



alternatives, the Ash Council had proposed assigning the 
functions of the OIR to the Office of Management and 
Budget.'46 The President apparently agreed on the 
desirability of change, but assigned the function to the 
Domestic Council, rather than OMB. Intergovernmental 
relations responsibilities were placed on the council's 
executive director, who was to: 

serve as the coordinator for the prompt 
handling and solution of Federal-state- 
local problems brought to the attention 
of the President or Vice President by 
executive and legislative officers of state 
and local governments; 

identify and report to the President on 
recurring intergovernmental problems or 
a Federal interdepartmental and inter- 
program nature; 

0 explore and *report to the President on 
ways and means of strengthening the 
headquarters and interagency relation- 
ships of Federal field offices as they 
relate to intergovernmental activities; 

maintain continuing liaison with inter- 
governmental units in Federal depart- 
ments and agencies; 

review procedures utilized by Federal 
Executive agencies for affording state and 
local officials an opportunity to confer 
and comment on Federal assistance pro- 
grams and other intergovernmental issues, 
and propose methods for strengthening 
such procedures.' ' 

Policy Role and Activities. The activities and role of 
the Domestic Council have varied considerably over its 
five-year existence. During President Nixon's first term, 
1970-1972, the Domestic Council and especially its 
executive director held considerable power. Director 
John Erlichman, who was also the assistant to the 
President for domestic affairs, was said to "pass on every 
domestic policy matter that comes before the Presi- 
dent."' He or his deputy, Kenneth Cole, met with the 
OMB Director and the President on a daily basis. The 
council itself met fairly frequently during this early 
period - 13 times in its first year. It also developed a 
fairly large staff - 49, including 28 professionals, in 
mid 1971-and reached'a total as high as 79.' 4 9  

Most of the higher-ranking members of the council 
staff had been advance men during the President's 1968 
campaign or had otherwise been involved in campaign 
scheduling. In this respect, they were not dissimilar from 
White House staffers in previous Administrations. How- 
ever, the Domestic Council group was younger and 
better educated than its predecessors. Of the 21 inter- 
viewed by John H. Kessel in late 1972, 12 held law 
degrees; seven, Ph.D.'s; and two, degrees in business 
administration.' 

At the time the reorganization plan was announced, it 
had been supposed that the Domestic Council would 
assume some of the functions of the old Bureau of the 
Budget, then renamed the Office of Management and 
Budget, thus lessening the latter agency's involvement in 
legislative clearance and other policy-related activities. In 
practice, however, this potential rivalry never developed. 
The two agencies are said to have worked closely 
together, in cooperation. Two recent analysts indicate: 

Despite the words in the reorganization plan 
message, the policy-administration split 
never materialized. In the area of domestic 
policy, Domestic Council staff and the 
political-level OMB officials appeared to 
many, despite vigorous disclaimers, to have 
become almost a single, integrated, Presi- 
dential, staff unit jointly presided over by 
[D.C. Executive Director John] Erlichman 
and George Schultz, who had stepped down 
as Secretary of Labor to be the first OMB 
Director. Schultz also wore a second hat as 
Presidential assistant for executive manage- 
ment and was the first Budget Director to 
have an office in the West Wing of the White 
House? ' 

The two organizations did have somewhat different 
special strengths. The OMB was clearly the more capable 
in considering the economic cost-benefit aspects of a 
possible policy, while the forte of the Domestic Council 
was in the evaluation of the political aspects.' 5 2  One 
observer reports that the OMB retained responsibility for 
the purely legislative and programmatic issues, while all 
those which were politically sensitive were channeled 
through the Domestic Council.' 

The extent to which the council improved the 
decision-making process in the White House is not fully 
known. The council did not develop the capacity to 
initiate policy in most fields; for the most part, it simply 
reviewed particular proposals developed within the 
agencies on an ad hoc basis.' 5 4  It was the function of 



the council to present to the President all the options, 
arguments, and facts relevant to his decision, helping 
keep the choices open for him on a "non-ideological" 
basis. Former Executive Director Erlichman indicated, in 
a recent article, that he believes the council accomplish- 
ed this very e f f e~ t ive ly . ' ~~  Another analyst suggests 
that the council mechanism, in one case, screened out 
conflicting viewpoints and facts which merited fuller 
consideration.' 

Even in the period of its greatest strength, 
1971-72, the Domestic Council did not function in 
the manner initially anticipated. Many of the actions 
taken in its name were not actually developed within the 
body itself. The council operated largely through a series 
of special working groups in a variety of areas - welfare 
reform, model cities, education, revenue sharing - some 
of which met daily for several hours. Because of their 
demanding schedule, the working groups often pre- 
cluded, rather than facilitated, participation by the 
cabinet-level officials who were the actual members of 
the Domestic Council. Their members' involvement in 
some crucial policy choices, such as the development of 
the special revenue sharing plans in 1971, was barred 
until the proposals had been fully c~mpleted. '~ '  Thus, 
the Domestic Council, in practice though not in design, 
diminished rather than strengthened the influence of the 
major domestic departments.' " A report prepared by a 
panel of public administration experts on the "Water- 
gate" episode suggested that among the "questionable" 
activities of the Nixon administration was the "by- 
passing of departments and agencies in areas of their 
assigned responsibilities, first in international and de- 
fense matters through the staff director of the National 
Security Council, and later through the staff director of 
the Domestic Council."' 5 9  

The development of the "supercabinet" system dur- 
ing the first months of 1973 was another facet of this 
trend. A new policy structure was created as a substitute 
for the Resident's departmental reorganization plan, 
then stalled in Congress. At the highest level, five 
Presidential assistants were given responsibility for broad 
areas of policy and administration. Below these were 
three cabinet secretaries named as counselors to  the 
President and given coordinative responsibility in the 
fields of human resources, natural resources, and com- 
munity development. Other cabinet officers were sub- 
ordinated to these counselors. The Domestic Council's 
policy-making functions were wumed by the super- 
cabinet, while its staff was reduced by half.160 

This new system was abolished in May 1973, upon 
the resignation of two key Presidential aides. However, 
the council did not regain its former stature. One analyst 

indicates that, in the period since, the Domestic Council 
has become the "weak sister" of OMB in most policy 
areas.' ' The number of formal council meetings fell 
off drastically. Only two or three a year were held in 
fscal 1973 and 1974. During this time the council's 
activities were performed almost entirely through its 
committee structure. The council itself was regarded as 
too large to have useful working sessions.' 6 a  

Changes During the Ford Administration. The basic 
Domestic Council system has been continued by Presi- 
dent Ford. However, the functions of the council have 
been restated, and some changes in organization have 
been made. 

In February 1975, President Ford appointed Vice 
President Rockefeller as vice chairman of the council, 
and asked him to oversee its operations.' At the same 
time, two Rockefeller associates were appointed to key 
staff posts. The responsibilities of the Domestic Council 
were to be broadened under Rockefeller's leadership. 
Special attention was to be given to identifying future 
needs and problems, along with greater involvement in 
the formulation of the Administration's legislative 
proposals.' 6 4  

The 
council 
of their 

a 
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President's February memorandum to the 
members emphasized five specific components 
general responsibilities. These were to: 

identify major policy problem areas re- 
quiring Administration attention and 
actions; 
coordinate the formulation of policy 
options in the domestic area for my 
consideration ; 
initiate fact-finding analysis, develop 
policy options and recommendations for 
Presidential decision, Administration 
action and legislation; 
review, in conjunction with OMB, depart- 
mental legislative proposals for their im- 
pact on present policy and legslation and 
consistency with Administration policy; 
establish guidelines in conjunction with 
OMB for the formulation of departmental 
and agency administrative regu- 
lations to ensure consistency with Adrnin- 
istration policy objectives and legislative 
intent.' 6 5  

Executive Director James M. Cannon developed a 
two-division system of council organization, with each 
division headed by a deputy director. An operations 



division, composed largely of Domestic Council staff 
members, was concerned with short-range operations 
and decisions, activities which are said to consume as 
much as 80 percent of the council's time. A second 
division focused on longer-range issues, and was com- 
posed of cabinet officials, OMB representatives, con- 
sultants, and staff aides.' 6 6  The council's staff was also 
divided into five functional areas: human resources, 
natural resources, community development and trans- 
portation, general government, and intergovernmental 
relations. Because of the staffs' limited size - a total of 
30 including secretaries - most of these groups included 
only one or two professionals.' 

The strength and position of the Domestic Council 
during the Ford administration has not been fully clear 
to outside observers. Whde the President's announce- 
ments anticipated that the council's responsibilities 
would increase, several commentators believe that it fell 
into disuse. Presidential scholar Thomas E. Cronin 
indicated that the council "was relatively inactive during 
most of President Ford's first year in office."'68 Vice 
President Rockefeller apparently was able to devote 
little time to council affairs.' 6 9  Uncertainties about the 
relationship between the President and Vice President 
apparently was one limiting factor; tension between the 
President's chief of staff, Donald Rumsfeld, and the 
'Rockefeller associates was also reported. Despite these 
constraints, however, the council had the responsibility 
for preparing the policy papers whlch would provide the 
basis of the President's 1976 lesiglative program.' 7 0  A 
council meeting held in June 1975, was said to have 
been the first in several '' 

A Summary Assessment. Clearly, the Domestic 
Council has developed differently than was first antici- 
pated. Regarding its actual operation, the following 
general assessments offered by various observers provide 
some insights: 

The role, activities, and importance of the 
Domestic Council have varied greatly 
from time to time over its five-year life, 
depending on the force of particular 
personalities and the nature of the man- 
date given to it by the President. Though 
the council has at times been very strong, 
it has never fully monopolized the 
domestic policy-making function, and has 
focused heavily on the most politically 
sensitive issues. 

The Domestic Council has operated pri- 

marily as a staff agency to the President, 
rather than as an institutional forum for 
policy deliberations by its membership. 
Full-scale meetings have been infrequent, 
with much of the work accomplished in 
committees or by staff members. 

The council's staff has not become a 
permanent career body offering special 
policy expertise to the President; many of 
its members have been selected because 
they enjoyed the President's personal 
confidence, rather than any special exper- 
tise. The staff has not yet acquired a 
reputation for high levels of knowledge or 
analytical ability. 

For the most part, the council acts as a 
screen of policy proposals initiated else- 
where, and attempts to develop and 
present the full range of possible options 
for Presidential choice. 

By far the greatest proportion of the 
council's staff time is devoted to the 
consideration of very short-run issues, 
providing background information for the 
President. Examination of longer-range 
issues has been difficult, and hampered in 
recent years by the small size of the 
council's staff. 

The Domestic Council has not ended the 
use of other Executive Office policy 
development and coordinating mech- 
anisms in specific areas of domestic 
policy. Several such units have been 
created since 1970, while other older 
units have been retained.' 

In the specific area of intergovernmental relations, 
the council's activities apparently have been quite 
limited, despite the mandate of Executive Order 11690. 
President Ford's own charge to the Domestic Council 
did not specifically mention its role in this area. None of 
the council's committees has been concerned specifi- 
cally with IGR. A single staff member devotes most, but 
not all, of his time to the subject.' 

The council is not generally viewed as an adequate 
point of access for state and local government officials 
to the President or the domestic policy process. Several 
observers interviewed by ACIR staff characterized the 



council's activities in intergovernmental affairs as being 
of an essentially "public relations" rather than sub- 
stantive policy nature. In a recent meeting with Presi- 
dent Ford and domestic cabinet officials, leaders of the 
National Governors' Conference stressed the need for far 
greater involvement of the states throughout the policy 
development process.' 7 4  Yet, there are differences in 
the experiences of the various groups and individuals. 
Some observers suggest that the council's role in this 
area has not been "institutionalized," but depends 
heavlly on personal relationships and contacts. 

It is apparent that some contemporary Domestic 
Council task forces have attempted to work with the 
public interest groups and state and local officials in 
certain specific policy areas. These contacts have offered 
the opportunity for some involvement in the develop- 
ment of legislation and the discussion of administrative 
and financial *problems. However, these close working 
relationships have apparently not reflected a general 
Domestic Council practice, but have been the result of 
individual initiatives. 

Several of the representatives of state and local 
governments interviewed by ACIR staff contrast the 
Domestic Council with previous liaison and policy 
offices, or indicated differences in the effectiveness of 
the council at various points in time. Most observers 
believe that the liaison operations were actually 
strongest and most effective during the later years of the 
Johnson Administration. President Johnson had made a 
serious commitment to improving relations with state 
and local officials in 1966, and Vice President Hubert 
Humphrey staked his own personal prestige on the 
effectiveness of his relations with the nation's mayors. 
The staff of the Office of Emergency Planning provided 
an excellent channel for the expression of gubernatorial 
concerns to the President. The Office of Intergovern- 
mental Relations (OIR) under the Vice President during 
the early Nixon years was of varying effectiveness, 
satisfying some but not others. Some observers felt that 
it, too, had been concerned chiefly with "public 
relations" activities, though its performance improved 
markedly after it acquired a more highly professional 
staff. It should be noted that all of these liaison 
operations were larger than that of :he current Domestic 
Council. The Vice President's OIR had a staff numbering 
as high as ten, including five professionals, while the two 
liaison offices during the Johnson Administration had 
combined staffs of up to 17, including 11 professionals. 

Differences were reported by some of those inter- 
viewed in' the responsiveness of the Domestic Council in 
the past two years and the preceeding period. The Urban 
Affairs Council, a forerunner of the Domestic Council, 

had a strong mandate for innovation and consulted 
widely with experts in various fields, including state and 
local officials. In its first years, the Domestic Council on 
some occasions sought out statements of state and local 
needs and priorities. 

It is also clear that President Ford has made an effort 
to build closer relations with state and local officials, 
with Domestic Council assistance. A member of the 
Domestic Council staff noted that the President had met 
with representatives of the governors and state legislators 
during his first two weeks in office and had, through a 
series of regional meetings, met personally with the 
governors of 48 of the 50 states. The President has 
reportedly met with hundreds of individual mayors, 
state legislators, and other officials. State and local 
officials have been represented in each of the series of 
Domestic Council regional forums on domestic policy. 
The forums, of which there were six held in late 1975, 
were chaired by the Vice President and attended by two 
or three officials of cabinet rank. More than 1,500 
individuals submitted oral or written testimony on the 
subject of economic growth, resource development, 
social policy, and community building. Domestic 
Council staff have also worked with the "New 
Coalition" of state and local officials and OMB in the 
development of the 1976 and 1977 budgets.17' 

The reports on national growth, which are by statute 
prepared by the Domestic Council, provide another 
indication of the council's work in an area of consider- 
able importance to state and local governments. The 
reports prepared by the Domestic Council in 1972 and 
1974 are widely regarded as less than adequate. They are 
not policy documents, as the I970 Housing and Urban 
Development Act anticipated, and even on an informa- 
tional basis have dealt with only some of the most 
significant issues.'76 For this reason, there have been 
proposals that the preparation of the report be entrusted 
to a separate Executive Office organization:' 77  

The disappointing 1972 Report on National 
Growth shows why we would be prudent 
not to rely on an anonymous committee of 
the interdepartmental Domestic Council to 
do what now needs to be done. An inter- 
agency committee may be suitable for some 
assignments, but it cannot move this nation 
to new ground in policy development.' 78 

Others find the current system to be appropriate, noting 
that the issue is the commitment to the task, not the 
mechanism. 

A statutory provision which permits the creation of 
an advisory board to assist the Domestic Council in the 



preparation of the growth report has not been uti- 
lized.' '' Governors, mayors, county officials, and 
members of state and local legislative bodies are spe- 
cifically mentioned as potential members of such a 
board, along with Federal officials and private citizens 
familiar with the problems of urban growth. 

Options. The Domestic Council is, by the provisions 
of the Executive Orders which have delimited its respon- 
sibility, the primary Presidential liaison office with state 
and local governments on matters relating to Federal 
policy. To date, the council's activities in this area are 
widely judged to have been limited. 

Two basic approaches might be taken to strengthen- 
ing the performance of the intergovernmental liaison and 
policy development function. First, greater attention on 
the behalf of a strengthened Domestic Council to this 
crucial area might be encouraged. Alternatively, the 
responsibility might be shifted to another Executive 
Office organization - either the Office of Management 
and Budget or a new, independent Office of Intergovern- 
mental Relations. 

Not all observers, it should be noted, believe that the 
function merits greater attention. For example, it can be 
argued that liaison operations are inconsistent with a 
policy of devolving greater and greater discretion on 
state and local governments. By this reasoning, sub- 
national governments should not be encouraged to "run 
to Washington" seeking guidance or assistance. It also is 
argued that state and local governments represent simply 
one of many "special interests," each of which has an 
equally compehng claim to Executive Office representa- 
tion. 

This view is not held by most representatives of the 
state and local governments, who view the liaison 
function as one of continuing importance. Moreover, it 
is not consistent with a past position adopted by the 
ACIR, which in 1967 recommended that the President 
assign responsibility for intergovernmental liaison and 
management oversight "to an appointee having status 
equivalent to that of a member of the cabinet."'80 

There are several possible alternative approaches. The 
liaison activities of the Domestic Council might be 
strengthened most readily by an increase in the number 
of staff assigned to this area. These duties have been 
performed by a single individual.' ' Those appointed to 
additional staff positions should possess considerable 
experience in state and local government, and thus be 
credible representatives of their concerns. An expansion 
of the Domestic Council staff to a size approaching the 
level originally anticipated - approximately 90 
employees - may also be necessary if the council is to 

play a meaningful role in policy formulation and 
long-range governmental planning.' The National 
Security Council, with which the Domestic Council is 
often compared, has a staff of more than 70, with an 
additional number (about 45) detailed from other 
agencies. 

The benefits of any such staff increases must be 
balanced by a consideration of the potential disadvan- 
tages, however. Some believe that the Executive Office, 
which has grown rapidly in size, is already excessively 
large. Thomas Cronin indxates that 

. . . the Presidential establishment has be- 
come so large, disparate, and removed from 
close relations with the President that the 
President risks becoming a prisoner in his 
own house, a victim of his own over- 
specialized, overstuffed bureaucracy. Some 
observers see evidence in the Presidential 
bureaucracy of those same constraining 
forces with which a President must contend 
elsewhere in the government. . . .' 

Some contend that the Office of Management and 
Budget should provide most Presidential staff analysis on 
policy issues. In this view, the Domestic Council staff 
should be limited in size and should not be permitted to 
duplicate OMB's capabilities. Charles L. Schultze, a 
senior fellow at the Brookings Institution and a former 
BOB Ihrector, has testified in favor of placing the 
Domestic Council's planning and priority-setting activ- 
ities in the OMB, rather than in the Domestic Council. 
He argued that the task of providing political advice, 
which is properly the function of immediate White 
House staff, should be separated from these other 
analytical function.'"' In contrast, some contend that it 
is difficult for any budget agency to adopt a long-run 
policy planning orientation; the annual budget process is 
always the predominant concern. For this reason, an 
organization like the Domestic Council might play, 
prospectively, a very important role. 

Others believe that the intergovernmental liaison 
function could also be best performed by the OMB. This 
was the recommendation of the Ash Council, as noted 
previously. Many of the contemporary concerns of state 
and local governments do center on budgetary and fiscal 
issues, and the OMB continues to play a role in policy 
development and program management. Some state and 
local representatives report that their most productive 
working relationships have been with the Intergovern- 
mental Relations and Regional Operations Division and 
OMB's deputy director. Others, on the other hand, view 



these links as now comparatively weak. It is also argued, 
in opposition, that the liaison function is inherently 
"political" and, for that reason, inappropriate for OMB. 

A separate Office of Intergovernmental Relations 
under the Vice President (or other official) is another 
alternative approach. This strategy builds upon the 
recognition that the functions to be performed are dual 
rather than singular. The development of policy, in this 
view, is properly the charge of the cabinet, the Domestic 
Councjl, or OMB. However, these activities are distin- 
guished from those of a day-to-day, "troubleshooting" 
nature, which call for the reconciliation of intergovern- 
mental and interagency conflicts. The Vice President, 
because of the prestige of his office and the resources at 
his command, is thought to be especially well suited to 
the role of "convenor" in this area. Many of those 
advocating this strategy feel that the liaison operations 
associated with past Vice Presidents met with some 
considerable success. 

The desirability of a distinct office can, of course, be 
challenged. The basic Domestic Council concept suggests 
that such functions should all be placed under a 
common umbrella; "special interests" are to be ignored. 
However, the responsibilities of governments at all levels 
are now deeply enmeshed, and the public services are of 
a distinctive character. Thus, intergovernmental concerns 
merit special recognition. Moreover, a variety of special 
purpose offices continue to exist, while major sectors of 
the economy - labor, agriculture, commerce - are 
represented by distinct departments. Additional Exec- 
utive Office units are proposed frequently .' s s 

It  is by no means certain, however, that any 
organizational change would necessarily produce the 
desired result. Many of those interviewed indicated that 
the personal leadership and commitment of the Presi- 
dent to the resolution of issues of intergovernmental 
management was the missing, but indispensible, element. 
If given a clear and convincing mandate, these individ- 
uals felt, any kind of office or cluster of IGR units might 
function satisfactorily. Moreover, it is noted that there is 
no way in which a President may be compelled to make 
use of any advisory system. One political analyst, 
Thomas E. Cronin, has said that 

. . . there is no sure mechanism guaranteed 
to provide all the advice and guidance a 
President needs. Time and again, a President 
has created or at least presided over the 
establishment of some new, "highly promis- 
ing" advisory mechanism only to ignore it or 
virtually abandon it a year or a few years 
later.' 8 6  

Other experts point out that the personalities and 
administrative styles of individual Presidents differ. 
Hence, varied organizational arrangements are required, 
depending upon the needs of each incumbent.' ' This is 
reason to be charry of general prescriptions regarding 
staff or rigid organizational structures. Aaron Wildavsky 
writes: 

In regard to staffing the Presidency, the best 
rule to follow would seem to be letting the 
President help himself by allowing him the 
utmost flexibility in the choice, number, 
characteristics, and deployment of his staff. 
Every President has personal needs and 
priorities. Compelling him to use staff as we 
should like him to is a means of forcing our 
preferences on him. We ought not be sur- 
prised if he resists this kind of "help."' 

Following this logic, Herbert Emmerich criticized the 
establishment of the Domestic Council on a rigid legal 
basis. Reorganization Plan #2 of 1970, he feared, moved 
from the extreme of an excessive number of Presidential 
task forces to the "voluntary imprisonment in a single 
channel" of the policy development process. Instead, he 
argued, Presidents should be left the "utmost flexibility" 
in determining how each policy area should be han- 
dled.lS9 Another management expert, Stephen K. 
Bailey, has also argued that Presidents should be 
permitted by Congress to structure the Executive Office 
in accordance with their personal requirements.lgO 
These considerations, of course, have relevance to the 
development of any Executive Office policy develop- 
ment and liaison mechanisms. 

The General Services Administration 

A Brief Experiment. The involvement of the General 
S e ~ c e s  Administration (GSA) in intergovernmental 
management dated from May 9, 1973, to the end of 
1975. Executive Order 11717. issued on the former 
date, transferred the functions of several OMB manage- 
ment units to the GSA.' 91 These were returned to OMB 
as a result of Congressional action two and a half years 
later. 

Established in 1949, the GSA is best known as the 
Federal government's "housekeeping" agency. An orga- 
nizational conglomerate, the GSA provides a host of 
services relating to the management of Federal property 
and records. It maintains regional and other field offices 
which provide a variety of services, including informa- 
tion for citizens (through 37 Federal Information 



Centers) and businessmen (through its Business Service 
Centers).' 

Executive Order 11 71 7 transferred the functions of 
OMB's Financial Management Branch, Procurement and 
Property Management Branch, and Management Systems 
Branch of the Organization and Management Systems 
Division as well as certain data processing policy 
functions to the GSA. The functions transferred included 
three of the intergovernmental grants management 
circulars - A-73, A-87, and A-102 - as well as the 
Integrated Grant Administration (now Joint Funding) 
program. Most of the OMB staff in the affected units 
made the move to GSA as well. Dwight A. Ink, OMB's 
former assistant director and the chairman of the FAR 
Steering Group, was made deputy administrator of GSA. 

The Office of Federal Management Policy (OFMP) 
was established within GSA to perform the agency's new 
functions. It, in turn, had components for management 
systems and special projects, procurement management, 
financial management, property management, and auto- 
matic data processing (ADP) management.' ' The three 
grant administration circulars initiated in OMB were 
reissued by the OFMP, largely unchanged, as Federal 
Management Circulars (FMC) 73-2, 74-4, and 74-7 
respectively. 

Rationale. The OMBGSA reorganization was ex- 
plained as an attempt to lessen OMB's involvement in 
the-consuming, essentially "line" functions which 
detracted from its primary role as Presidential staff 
agency; it reflected President Nixon's announced inten- 
tion of streamlining the Executive Office by reducing its 
size and reassigning various activities to other depart- 
m e n t ~ . ' ~ ~  A number of other similar changes were made 
during the same period.'95 Such attempts to limit 
OMB's responsibility for essentially routine management 
functions were not new, however. For example, in early 
1967, the budget agency had resisted being given full 
responsibility for the A-85 consultation procedure, a 
6< . 
h e "  function and procedure which was unpopular 

with the Federal agencies.' 
Despite this, the official explanation was not always 

taken at face value, and many did not find its rationale 
to be very convincing. It is widely believed that a 
Personal conflict between Ink and a member of the 
White House staff was also an important element in the 
reoganization. Ink, who had played a leadership role in 
the Federal Assistance Review and other grants manage- 
ment efforts within OMB, is said to have left the agency 
for GSA under some pressure and "took the activities 
W h  him." 

Many also believe that the change was undesirable; 

only the movement by Ink, who enjoys a considerable 
reputation in administrative circles, gave it credibility in 
the minds of some observers. By virtue of its Executive 
Office location and tie to the budget process, the OMB is 
generally viewed as having more "clout" than the GSA, 
and appears to many to be the appropriate focal point 
for governmentwide management activities. The GSA, in 
contrast, had far less prestige, little past involvement in 
Federal program management, and a reputation for poor 
management in the past.19' Moreover, GSA's new role 
also seemed to divide responsibility for some crucial 
management activities. The grants management function 
was actually split three ways, since another circular 
(A-98) was simultaneously transferred to the Treasury 
Department (becoming TC 1082), while others (including 
A-95 and A-105, issued in 1974) remained in OMB. 
Elmer B. Staats, the Comptroller General, testified 
before the Congress in 1974 that the separation of these 
activities was a management error: 

. . . I feel that a mistake was made in placing 
some of the responsibilities outside of OMB 
in the General Services Administration. Now, 
obviously, that decision has been made and I 
certainly cannot do more than to express a 
concern that when you divide the responsi- 
bility between two central agencies, the 
chance of having real leadership is 
diminished.' 

Others took the view that the new system made some 
sense and could be made to work. A certain degree of 
OMB oversight and assistance was clearly necessary; tlus 
was to be provided by Roy L. Ash, newly named as 
OMB Director and assistant to the President for budget 
and executive management. The GSA has had some 
experience in working with the full range of Federal 
agencies in certain management areas, including space 
utilization, energy conservation, and paperwork manage- 
ment, and thus seemed appropriate for the assumption 
of new responsibilities. 

1975 Congressional Action. The continuance of the 
Office of Federal Management Policy within GSA was 
first threatened during the course of House action on the 
1976 appropriations bill in July 1975. The House 
Appropriations Subcommittee on the Treasury, Postal 
Service, and General Government cut the OFMP's 
budget request by half, from $1,880,000 to $940,000, 
with a corresponding reduction in staff from 65 to 33 by 
the end of fiscal 1976. It also proposed that the activity 
be phased out entirely not later than September 30, 



1976. The subcommittee's report indicated that it had 
been informed that the activity had "outlived its 
usefulness" since its transfer from O M B . ' ~ ~  During 
hearings on the matter, the chairman of the subcommit- 
tee, Representative Tom Steed, had sought to determine 
whether the activities of the office were duplicative of 
those performed by the OMB and would be continued 
on a permanent basis.200 The subcommittee also 
requested that OMB review the issue, preparing a report 
"with the objective of retaining in OMB matters of 
governmentwide policy and delegating the execution 
thereof to appropriate executive agen~ies."~' ' - -  - 

Clearly, the OMB-CSA transfer had been made in a 
way which had offended some members and staff of the 
House Appropriations Subcommittee. There had been 
little prior consultation with the Congress, and the space 
and funds associated with the activities transferred were 
not allocated to the GSA, but were retained in OMB for 
other purposes. According to a staff member, the OFMP 
was also regarded as too large and "top heavy," while 
the necessity for many of its services was s ~ s p e c t . ~  O 2  

The Senate subcommittee, looking on the activities of 
the office more favorably, restored all but 10 percent of 
the OFMP's requested appropriation. The conference 
committee reconciled the differences between the two 
bodies with a recommended appropriation of 
$1,100,000. However, this amount, the GSA held, was 
sufficient to carry on the activities of the OFMP only 
through December 1, 1975. It gave notice to the office's 
employees while simultaneously seeking a supplemental 
appropriation. 

The study prepared by OMB at the request of the 
House was, on the whole, supportive of the activities of 
the O W ,  especially those relating to grants manage- 
ment and simplification. It noted that Senators Muskie, 
Chiles, and other legislators, the public interest groups, 
and the ACIR had been very vocal in their appeal for the 
continuation of the grant administration procedures. 
The report, which took the form of a letter from OMB 
Director Lynn to Congressman Tom Steed, the chairman 
of the House Appropriations Subcommittee for Trea- 
sury, Postal Service, and General Government, recom- 
mended that the activities be retained within the General 
Services Administration. 

Despite OMB's findings and strong opposition, the 
functions ultimately were returned to it. The letter 
report reached the House subcommittee after a Novem- 
ber 1 deadline and after hearings on the supplemental 
appropriations bill had been held. However, the Senate 
again took a more favorable view. Ultimately, a supple- 
mental appropriation was approved in conference which 

provided a total of $500,000, representing 25 positions, 
to be added to the OMB's budget.203 The personnel 
affected were transferred to the OMB as of December 
31, 1975. Executive Order 11893. superseding the 
earlier Executive Order 11717, returned the grants 
management functions to OMB. 

Assessments. Despite the controversy in which the 
agency has been embroiled, most assessments of the 
activities of the Office of Federal Management Policy as 
they bear on intergovernmental relations have been quite 
positive. From the state and local viewpoint, the CSA 
did as good - or an even better -job i f  implementing 
the circulars as had OMB. Many observers credit the 
OFMP with having made a genuine effort to improve 
Federal operations and to build effective working 
relationships with the states, cities, and counties. 

Most Federal departmental officials interviewed by 
ACIR staff during the preparation of this report indi- 
cated that they found little difference between the 
operations of the GSA and OMB. Several indicated that 
"the same people" were involved; hence, there was a 
high degree of continuity. Those who perceived differ- 
ences indicated that GSA was, if anything, more rigid in 
its interpretations of requirements than OMB had been 
and less sensitive to the budgetary implications of their 
directives. In OMB, it was noted, the budget examiners 
sometimes provided a "countervailing power" to that of 
the management unit. 

The OFMP's greatest weakness was the small size of 
its staff. The agency was unable to monitor compliance 
with its circulars except in response to complaints and, 
in some instances, was slow to respond to agency 
requests for information and interpretations of regula- 
tions. Some observers also feel that OMB's policy 
oversight and support for the OFMP's activities was 
insufficient and confused. Director Lynn indicated in his 
letter to Congressman Steed his own feeling that these 
activities had not received adequate attention, and 
outlined a number of actions for improvement. Others 
report that the Office of Management and Budget did 
provide backing for the O M P  in those comparatively 
few instances in which its intervention was held to be 
necessary. 

Whether or not the grant simplification effort will be 
strengthened by its return to OMB is uncertain and a 
matter of dispute. On the one hand, OMB is regarded as 
the more powerful of the two agencies; on the other, it 
has thus far demonstrated little willingness to make use 
of its leverage for management objectives, and resisted 
the return of the functions. To some degree, the 
experience of the OFMP in GSA suggests that the 



organizational location of such governmentwide manage- 
ment functions may not be the crucial determinant of 
their effectiveness. More significant is the adequacy of 
the staff devoted to them and the extent of the White 
House commitment to their accomplishment. 

Staff size does continue to be a concern. The OFMP's 
staff had never been able to effectively monitor agency 
compliance with its procedures. Its staff was reduced by 
Congressional action, and was cut again by the OMB; 
while the Congress appropriated supplemental funds for 
25 personnel, only 18, including a secretary, were 
actually returned to OMB. As in 1973, a desire to limit 
the size of the Executive Office of the President was a 
basic OMB concern. 

OMB's internal organization poses other issues. The 
OFMP has not been retained as unified entity, but was 
divided within the OMB. Whether it will be able to 
perform as, or even more effectively under these circum- 
stances remains to be seen. 

Decentralization and the 
Federal Regional Councils 

7) the supervision of regional interagency 
program coordination mechanisms; 

8) the development of administrative pro- 
cedures to improve day-to-day coopera- 
tion on an interagency and inter- 
governmental bask2 ' 

Of these, perhaps that listed fourth was actually first in 
order of original priority to the BOB, which provided 
the motivating force behind the creation of the councils 
in the late 1960s. The FRCs were initially expected to 
identify conflicting Federal policies and practices and to 
design and implement actions to remedy them.2 O 5  

The desirability of standardizing and coordinating the 
tangle of Federal field offices and jurisdictions had been 
recognized for years. As early as 1934, the National 
Resources Board had indicated that there were far too 
many systems of Federal administrative regions, many of 
which appeared 

. . . to have no justification beyond the 
traditions of the bureaus by which they are 
used. If coordinated planning is to be suc- 

Background. The Federal Regional Councils (FRCs) cessful, some degree of order must be 

are standing interagency committees composed of brought out of the present chaos of regions 

regional officials from 11 Federal agencies. The councils, and districts. It seems reasonable to suppose 

of which there are ten, serve each of the ten standard that a large number of Federal agencies 

Federal administrative regions created by President could use the same regional divisions 

Nixon in 1969. These regions are depicted in Map 1. without serious detriment to their work.2 O6 

It is the function of the councils to "assist state and 
local government by the coordination of the Federal 
Program grants and operations" through eight specific 
activities. These include: 

1) the development of better ways to deliver 
the benefits of Federal programs over the 
short term; 

2) the development of integrated program 
and funding plans with governors and 
local chief executives; 

3) the encouragement of joint and comple- 
mentary Federal grant applications by 
local and state governments; 

4) the expeditious resolution of conflicts 
and problems which may arise between 
Federal agencies; 

5) the evaluation of programs in which two 
or more member agencies participate; 

6) the development of more effective ways 
of allocating Federal resources to meet 
the long-range needs of state and local 
communities; 

In 1935, the organization recommended that the Federal 
government consolidate its regional offices into about 
ten to 12 regional centem2 O 7  

Standardization of regional boundaries was attempted 
during the Eisenhower Administration. This plan was 
blocked, however, by the appropriations committees of 
the Congress. 

By the mid 1960s, there was a burgeoning interest in 
the decentralization of Federal domestic programs; to 
this process, the rationalization of field operations 
seemed a necessary concomitant. Outside of Washington, 
it was recognized, there was no Federal government, but 
instead an array of separate administrative offices, 
jurisdxtions, and procedures, each largely unique. Both 
the 1965 report of the Task Force on Intergovernmental 
Program Coordination and the 1967 report of the 
Heineman Task Force urged greater decentralization of 
grant programs coupled with a strengthening of field 
office activities. The first study (the latter has never 
been published) was unequivocal: ". . . the issue is not 
whether decentralization is needed. The need is clear. 
The question is In 1967, the Advisory 





Commission on Intergovernmental Relations also 
adopted two recommendations supporting a Federal 
decentralization strategy as a part of its investigation of 
Fiscal Balance in the American Federal System: 

The Commission recommends the enuncia- 
tion by the President of a policy of decen- 
tralization of Federal decision making in the 
administration of grant programs; the Com- 
mission further recommends Presidential 
action to effect a major reduction in the 
wide variations in the regional boundaries 
and headquarters sites of Federal field 
offices. 

The Commission believes the establishment 
of a field staff of the Bureau of the Budget 
should serve many of the purposes of field 
offices, appropriations for which have been 
sought repeatedly by the Budget Director 
and the President within the last few years. 
In addition to  increased coordinative activity 
in the field by the bureau, the Commission 
recommends the strengthening of existing 
Federal Executive Boards by (a) transfer of 
supervision of the boards to the bureau, and 
(b) provision of at least one full-time staff 
member for each of the major boards.' O 9  

The Federal Executive Boards (FEBs) mentioned in 
the second recommendation were created by President 
Kennedy in 1961 and are composed of the heads of 
Federal field offices in each major metropolitan area. 
The boards, of which there are now 25, have made many 
contributions to  Federal management and provide useful 
channels of communication for various purposes. FEB 
projects have included such things as a campaign to 
reduce Federal telephone bills, the sponsorship of 
bicentennial activities, and seminars on the Management 
by Objectives system. However, they ultimately proved 
unable to deal with the serious problems of interagency 
coordination for aided urban services, as had been 
hoped.2 Current efforts of this kind rely upon the 
FRCs. 

A variety of other influences pointed toward the FRC 
concept in the late 1960s. The interagency efforts of the 
Federal Reconstruction and Development Planning 
Commission for Alaska, following a devastating earth- 
quake in 1964, were significant. The commission suc- 
ceeded in speeding aid to the state, illustrating the 
potential for broad collaboration and program simplifi- 
cation, at least under emergency c o n d i t i ~ n s . ~ ~  The 

commission's executive director, Dwight Ink, later 
played a primary role in the Federal Assistance Review 
and related activities in BOB and GSA. Another 
precedent was the development of the "country team" 
approach to diplomacy by the Department of State. 

The immedate antecedent to the bureau's creation of 
four "pilot" councils was a 1968 study by the Oakland 
Task Force.' ' The task force had recommended that 
Western region administrators be given sign-off authority 
on grant and loan programs and urged that these officials 
meet together through a permanent interagency com- 
mittee.21 The BOB believed that this proposal was 
relevant to other areas of the nation as well. 

The council approach had not been the budget 
agency's initial choice, however. During 1966, BOB had 
attempted to win Congressional approval for the re- 
creation of a field service. Four such BOB regional 
offices had existed from 1943 to 1953, when they were 
abolished as an economy measure. Six new offices were 
proposed, each to be staffed by two professionals and 
two secretaries. Bureau officials argued that the task of 
coordinating the Federal government's increasingly 
complex field operations, and the need for better liaison 
with state and local officials, necessitated the develop- 
ment of offices which could serve as field-level represen- 
tatives of the Executive Office of the President.' l 4  

When this request was denied, the BOB was com- 
pelled to settle for lesser measures.' l 5  In the following 
year, 1967, it proposed to President Johnson that 
standardized regional boundaries and Federal office 
locations be developed. Although the President initially 
endorsed the effort, no action was taken: the political 
and economic consequences of the wholesale relocation 
of Federal personnel seemed too severe. In 1968, 
however, four councils were established on a pilot basis 
with a limited membership, comprised of regional 
representatives of the OEO, HUD, DOL, and HEW. The 
cities selected for the councils - Atlanta, New York, 
Chicago and San Francisco - were those where these 
four departments all happened to have field offices, 
although the areas they served varied widely. 

Growth and Formalization. Though initiated in the 
last year of President Johnson's term, the FRC concept 
was fully embraced by the Nixon Administration. Less 
than three months after taking office, the President 
issued a directive requiring that five agencies (DOL, 
HEW, HUD, OEO, and the Small Business Adrninistra- 
tion) conform to eight common regional boundaries and 
office locations. (Two months later, the number of 
headquarters offices was expanded to ten in response to 
Congressional pressures, with the regional boundaries 



adjusted accordingly.) The regional council concept was 
extended from the four existing "pilots" to each of 
these new regions. At the same time, the President 
indicated that he had asked the Director of the BOB and 
the heads of nine domestic departments and agencies to 
undertake a review of field operations in an attempt to 
decentralize, simplify, and better coordinate decision 
making. This became known as the Federal Assistance 
Review (FAR) program. These three measures - the 
establishment of the councils for coordinative purposes, 
the standardization of regional boundaries and field 
office locations, and the decentralization of admin- 
istrative authority - were of a single piece. The first, 
though the primary concern, could not be accomplished 
without parallel action on the other two. 

In the period since 1969, the council system has been 
increasingly formalized and expanded. Membership has 
grown steadily. To the four departments which were 
included in the initial "pilot" councils have been added 
the Department of Transportation (1969), the Law 
Enforcement Assistance Administration and Environ- 
mental Protection Agency (1972), the Departments of 
Agriculture and Interior (1973), and, most recently, the 
Department of Commerce and Federal Energy Adminis- 
tration (1975). 

The councils have been the subject of three Executive 
~ r d e r s . ~  '"Executive Order 11647, issued in February 
1972, first "institutionalized" the council system. In the 
following year, Executive Order 11 731 broadened the 
mandate of the FRCs to include the coordination of 
direct Federal program assistance as well as grants-in-aid 
and altered the organization of the councils and their 
Washington superstructure. The enlarged scope of 
council activities was reflected in the addition of Interior 
and Agriculture to the councils in that year, as well as 
the more recent inclusion of the Department of Com- 
merce and Federal Energy Admini~tration.~" All of 
these agencies impact state and local governments 
primarily through direct operations, rather than grant 
programs. 

The orders provide that the councils are to be 
composed of the "principal regional officials" of the 11 
agencies, but also permit each member to designate an 
alternate. A chairman (who originally had been elected 
in each council) is designated by the President and serves 
at his pleasure, with an increase in civil service rank 
during his term. Representatives of the OMB may 
participate in council deliberations, as may the represen- 
tatives of other agencies upon invitation of the chair- 
man, when the matters to be considered will affect their 
interests. 

The standardization of regional boundaries through- 

out the Federal government has been encouraged by 
OMB Circular A-1 0.5, issued April 4, 1974. It, unlike the 
President's earlier directive, was aimed at all domestic 
agencies, except as specifically exempted. While agency 
reorganization is not required solely to attain compli- 
ance with the circular, full standardization was made the 
long-range goal. 

The Federal Regional Council system necessitated the 
creation of a Washington-based national counterpart 
organization. The Under Secretaries Group on Regional 
Operations (USG) was formally established along with 
the FRCs by Executive Order 11 647 in 1972. The group 
was made responsible for the proper functioning of the 
FRC system, consistent with objectives and priorities 
established by the President and Domestic Council. 
Members include the under secretary (or deputy secre- 
tary, deputy director, or deputy administrator, depend- 
ing on departmental terminology) of each FRC agency, 
together with the associate director of OMB, who was 
made chairman. In 1973, the chairmanship was passed to 
OMB's deputy director, a change reflecting the budget 
agency's internal reorganization, while an associate 
director of the Domestic Council was added to the 
membership. For the most part, these provisions simply 
formalized a structure which had been in operation for 
some time. An under secretaries group had existed for 
several years, since the latter part of the Johnson 
Administration. Staff support to the USG is provided by 
the Under Secretaries Working Group (USWG). It is 
composed of high-ranking representatives of each of the 
agencies and is also chaired by OMB. Finally, OMB 
provides day-today operational assistance and is respon- 
sible for overall Federal monitoring. 

Activities. The ten councils have been involved in a 
wide variety of activities. They have not followed a 
uniform pattern. Though there are some common 
elements, each has moved in its own direction under 
regional leadership, and some councils have been more 
active than others. The most important formal and 
general FRC responsibilities have included the adminis- 
tration of Integrated Grant Administration (IGA) 
projects (now termed Joint Funding) and, since 
September 1974, coordination of the A-95 review and 
comment procedure. Each of the councils has partici- 
pated in two to six IGAs, which are intended to simplify 
and coordinate the process of obtaining funds from 
several Federal sources in support of a single project. 

The Region VI (Dallas-Fort Worth) FRC has also 
experimented with the application of the HUDinitiated 
annual arrangements process on a governmentwide basis. 
FRC officials and the mayor of Tulsa, Oklahoma, first 



negotiated an agreement in 1972 which committed the 
Federal government to a package of assistance for a 
broad range of city activities. In return, the city, which 
had submitted a general statement of its community 
development needs, committed itself to the pursuit of 
national objectives relating to equal employment and 
housing opp~rtunities.~ l 8  Somewhat similar agreements 
were also developed in Region I (with Manchester, New 
Hampshire) and in Region X (with the State of 
Washington, King County, and the City of 

The councils have undertaken a variety of other 
activities intended to enhance communications and 
improve relations among the levels of government, an 
area which has received greater stress in USG policy 
statements this past year. All of the FRCs have offered 
informational briefings to state and local officials on the 
expected regional impact of the President's budget 
proposals. The Boston and Dallas FRCs experimented 
with a computerized Regional Grant Information 
System (REGIS) which tracked every grant application 
from the time of A-95 review to final approval. 
However, the system was terminated largely for financial 
reasons in late 1974. The FRCs also played a key role in 
the preparations for the domestic policy forums held in 
major cities across the country during the fall of 1975. 

The Region 111 FRC has worked with the governor 
and members of the Pennsylvania Local Government 
Council (comprised of representatives of county, town- 
shps, borough, and city officials) to establish a Pennsyl- 
vania Intergovernmental Council (PIC). Membership is 
limited to chief elected officials or their representatives, 
while a policy board consists of the governor, FRC 

chairman, and the president or chairman of each of the 
associations of general purpose local governments. The 
organization has aimed to foster more effective inter- 
governmental communications, enhance opportunities 
for intergovernmental participation in policy and opera- 
tional deliberations, and establish a more effective 
coordination of planning, administration, and resource 

tion directors, six local government officials (usually the 
presidents of the municipal associations), and, beginning 
in this past year, six representatives of the state 
 government^.^ ' 

Many of the FRCs have attempted to respond to 
unusual events impacting upon their jurisdictions. They 
have, in some instances, played a key role in coordinating 
Federal responses to floods and other natural disas- 
ters.= Recently, the councils have assisted the Inter- 
agency Task Force on Refugees in the development of 
Vietnamese resettlement programs. The Region X 
(Seattle) council, generally regarded as one of the 
strongest FRCs, has established a task force to examine 
the secondary impact of a large new naval facility on 
municipal services. The council is also working with state 
and local officials in Alaska to help them prepare for, 
and deal with, the trans-Alaska pipeline now under 
construction. 

Assessments. While, as the description above should 
make clear, the Federal Regional Councils have engaged 
in a considerable number of useful activities, most 
observers stress their continuing weaknesses, rather than 
the successes which are, in general, held to be less 
significant: "Chinese fire drills," one observer termed 
them. This reflects the judgment that the counciIs have 
fallen well short of the rather optimistic initial expecta- 
tions, especially as they relate to decentralization and 
ongoing operational coordination. Recent studies of the 
FRCs have been prepared by Martha Derthick for the 
Brookings Institutionz2 and the General Accounting 
0ffice,zz4 both in 1974. An earlier assessment was 
made by Melvin B. Mogulof for the Urban ~nst i tute .~ 
These evaluations, as well as the commentaries of 
observers interviewed by the ACIR staff plus other 
published reports, indicate the limitations in what the 
councils have been able to achieve and point to various 
forces which constrain their operation. The following 
summarize common views and research finding: 

~t i l izat ion.~ 20  

An other  intergovernmental mechanism, this The basic FRC concept is widely sup- 
organized on a regionwide basis, has been supported by ported; however, many of the benefits to 
the Region I (Boston) FRC. The New ~ngland Municipal the national and state and local govern- 
Center, a nonprofit corporation, acts as an informa- ments which had been anticipated remain 
tional, training, and technical assistance resource to the unrealized, or have been provided to only 
associations of cities and towns from all  six of the New a small number of subnational 
England states. Established in 1971 with the Support of jurisdictions. 

the New England Regional Commission, the center has 
relied increasingly on grants from Federal agencies In the period since their creation, the 
through the FRC, though its member associations also Federal Regional Councils have been 

contribute annual dues. The organization's board of more concerned with interagency than 
directors is comprised of the six state municipal associa- intergovernmental relations, though inter- 



governmental relations are receiving 
increasing stress in the policies set by the 
Under Secretaries Group. 

While the activities and role of the FRCs 
are at least somewhat familiar to officials 
of the states and larger units of local 
government, they remain unknown in 
most smaller jurisdictions. 

In general, the councils have been unable 
to reconcile conflicting policies and prac- 
tices among their member agencies, and 
some analysts believe that they are poorly 
designed for this task. The councils have 
more frequently identified such conflicts 
as well as other Federal practices which 
have an adverse impact on state and local 
governments, and, in some instances, have 
been able to call these to the attention of 
the OMB, under secretaries, or other 
officials within their own agencies for 
possible remedial action. 

The FRCs do provide a useful mechanism 
in which Federal officials with diverse but 
interrelated responsibilities can exchange 
information and gain a greater familiarity 
with the concerns and needs of the 
jurisdictions with which they are 
involved. 

The degree of leadership exercised by an 
FRC chairman has a considerable influ- 
ence on the scope and success of council 
operations. The practice of rotating the 
chairmanship on an annual basis and the 
part-time nature of the position appears 
to have significant disadvantages as well 
as some advantages. 

Staffing for the FRCs, which is provided 
by the member agencies of each council, 
has been insufficient in some instances. 
Staff members have sometimes lacked 
familiarity with the full range of Federal 
grants-in-aid, and some councils have 
shown themselves to be poorly informed 
about the organizati~n and functions of 
local governments in the area which they 
serve. 

Despite the three-year Federal Assistance 
Review, the decentralization of decision- 
making authority to regional offices and 
the regionalization of responsibility to 
each department's principal regional 
official has been only partial; great differ- 
ences from department to department 
continue to exist. 

The limitations upon uncommitted grant 
funds in recent years have been a con- 
siderable constraint on the ability of the 
FRCs to respond to expressions of state 
and local needs. 

The guidance and support offered to the 
FRCs by the Under Secretaries Group 
and Office of Management and Budget 
have been restrained and, in some 
instances, insufficient to assist the 
councils in overcoming other constraints. 

0 The relationship of the FRCs to the 
executive policy process which is cen- 
tered upon the Domestic Council is 
unclear. For this reason, interlevel com- 
munication appears to some to be pre- 
dominantly one-way, from the Federal 
government to the state and local govern- 
ments. 

An additional body of information relevant to the 
operation of the Federal Regional Councils was obtained 
by ACIR staff through a survey of Federal grant 
program administrators. Questionnaires were sent to the 
administrators of 440 programs listed in the Catalog of 
Federal Domestic Assistance as offering grants-in-aid to 
state and local governments. Altogether, 404 responses 
were obtained. However, 72 of the replies were very 
incomplete or blank and, hence, unusable. An additional 
56 were judged by ACIR staff to deal with programs not 
appropriate to the study; most of these offered training 
or research assistance to institutions of higher education. 
Overall, 276 valid returns were obtained, representing 72 
percent of the programs to which the questionnaire was 
appli~able.~ 

One survey item asked the administrators to report 
the effect of the FRCs on their grant programs. As 
shown in Table I,  a very small number indicated that 
improvements in interprogram coordination or inter- 
governmental relations had resulted. Answers to the first 
three of the survey questions confirm, as other observers 



Effect of FRC Activities as Perceived by 
Federal Grant Program Administrators 

No 
Great Moderate Appreciable Negative 

Aspect of FRC Activities I mprovement Improvement Effect Effect 

Definition of Inter- 
program Problems. 

Development of Strategies - 
to Solve Interprogram 
Problems. 

Elimination of Inter- 
progam Frictions and 
Objections. 

Relations with State 
and Local Governments. 

SOURCE: ACIR questionnaire survey. 

have suggested, that the FRCs have made little progress 
in dealing with conflicts among Federal agencies. Neither 
are they credited with strengthening relations between 
the governmental levels. From the perspective of 
Washington-based Federal grant administrators, then, the 
councils have not met some of their major objectives. 

Similar survey data indicating state and local attitudes 
is not available. However, published assessments as well 
as the remarks of those observers interviewed by ACIR 
staff were most often critical. The FRCs currently seem 
"useless" to one, and are "not now viable" according to 
another. One county grantsman suggested that the FRCs 
should be able to provide information on the full range 
of grant offerings, especially for the benefit of smaller 
jurisdictions. In his experience, they had been unable to 
do this. A representative of a middle-sized city indicated 
that she found it easiest to work with the Washington, 
D.C., offices of Federal departments, even to obtain 
jointly funded "multisource" grants. The councils, she 
indicated, had been unable to make the necessary 
financial commitments. A recently released study of the 
integrated grant administration experiments also reports 

that FRC staff lack the expertise necessary to assist 
applicants in identifying alternative funding sources and 

preparing grant applications for departments other than 
their own?27 Finally, an article by a consultant to the 
National Governors' Conference indicates that 

. . . almost without exception, the states are 
highly skeptical of the impact of the 
councils on questions of Federal program 
overlap or duplication, or in helping to forge 
more comprehensive approaches to policy 
information. Most states give Federal 
Regional Councils high marks for facilitating 
communications (while some skeptically say 
that it is simply an educational system for 
the Feds), but all agree that the councils are 
not structured or armed with enough power 
to cut the Gordian knot of tangled Federal 
programs as they move through the various 
line agencies.228 

'The Limits of Decentralization. Decentralization of 
grant administration is generally viewed as essential to 
the effective operation of the FRCs. It is necessary to 
the full success of the councils as coordinating agents 
and also has a value in itself, at least from the state and 



Table 2 

Percentage of Federal Grant Programs in Which 
Decentralization Developments Occurred Since 1969, by Type of Grant 

Development 

Increase in proportion of total staff 
located in regional or area off ices. 

Increase in proportion of supergrade staff 
located in regional or area off ices. 

Initiation of practice of rotating headquarters 
executive staff to regional-area offices. 

Delegation to regional-area offices of 
authority to appoint personnel. 

Requirement that bureau program staff 
in regional-area office be immediately 
responsible to regional-area representative 
of department or agency rather than directly 
to bureau head a t  headquarters. 

Delegation to regional-area off ice of 
authority to approve plans and plan 
amendments. 

Delegation to regional-area office of 
authority to disapprove plans and 
plan amendments. 

Delegation to regional-area office of 
authority to review grant applications. 

Delegation to regional-area office of authority 
to approve grant applications. 

Delegation to regional-area office of 
authority to commit grant funds. 

Delegation to regional-area staff of major 
responsibility for program review. 

Delegation to regional-area staff of major 
responsibility for technical assistance. 

Delegation to regional-area staff of major 
responsibility for investigation of complaints. 

Delegation to regional-area staff of major 
responsibility for financial management 
(accounting, budget form, and executive auditing). 

Type of Grant 
Formula Project 

44% 48% 

18 18 

9 10 

52 48 

SOURCE: AClR questionnaire survey. 



local point of view, in that it permits a greater 
responsiveness to regional needs and simplified interlevel 
communication. However, it is widely believed that the 
movement toward greater decentralization has made 
limited progress. This is a major constraint upon the 
FRCs. A recent article indicates that it is the view of 
many governors that the regional offices represented on 
the FRCs 

. . . lack real decision-making power and that 
the vital decisions continue to be made in 
Washington, so that the regional mechanism 
simply adds another layer to the bureau- 
cracy with which they must deal.2 

The decentralization of grant administration was a 
key objective of the three-year Federal Assistance 
Review initiated in 1969. According to data gathered by 
OMB for use in the report of the General Accounting 
Office, the FAR experience did succeed in approxi- 
mately doubling the number of programs administered 

on a decentralized basis, bringing the total from 99 to 
1 8 7 . ~  Subsequently, however, some of these programs 
were consolidated and others have been discontinued. As 
a consequence, the total number of active programs 
operated on a decentralized basis stood at 142 as of 
early 1 974.2 

The data gathered in the ACIR survey of Federal 
grant administrators indicate that as many as one-half of 
the grant programs might now be considered to be 
"decentralized," depending upon the specific aspect of 
decentralization which is considered. In the survey, 
respondents were asked to indicate which of a list of 
decentralization developments had been applied to their 
program since 1969. The responses to these questions, 
tabulated separately for formula and project grant 
programs, appear in Table 2. The differences between 
the two types of programs are slight for most of the 
decentralization developments. 

Of the 14 characteristics, probably the most impor- 
tant are the ability to approve plans or plan amendments 
(for formula programs) and to approve grant applica- 

Agriculture 
Commerce 
HEW-PHs 

-OE 
-0s  
-S RS 

HUD 
Interior 
Justice 
Labor 
DOT 
ARC 
EPA 
All Other 

Total 

Table 3 

Decentralization of Authority to Approve Plans or Plan Amendments 
(for Formula Grants) and Grant Applications (for Project Grants) 

Since 1969, by Type of Grant 

SOURCE: ACIR questionnaire survey. 

Number and Percent Decentralized 
Number of Formula Project All 

Respondents Grants Grants Granb 



tions (for project grant programs), items six and nine. 
Within the Nixon Administration, "decentralization" 
usually referred to the transfer to the regional level of 
this "sign-off' authority. 

By this standard, 30 percent of the formula grant 
programs and 43 percent of the project grant programs 
have been decentralized to regional or area offices since 
1969. For this characteristic, grant type is a highly 
significant variable. The contrast may reflect the fact 
that many of the formula programs involve compara- 
tively large dollar amounts and hence raise substantial 
administrative and political questions, questions which 
both departmental administrators and members of 
Congress probably prefer to see resolved in Washington. 

There are also important differences among Federal 
agencies. Data for these two key questionnaire items are 
tabulated in Table 3. They indicate that HEW'S Social 
and Rehabilitation Service, the Department of Housing 
and Urban Development, and the Department of Justice 
are highly decentralized. However, these agencies offer 
comparatively small numbers of grant programs; re- 
sponses were obtained from five program administrators 
in each case. The most highly centralized agencies are 
HEWS Office of Education - which controls a very large 
number of separate programs - the Department of 
Commerce, and the Department of Interior. The 
Appalachian Regional Commission, which the data 
suggest is also highly centralized, administers its 
programs (offered only to states in the Appalachian 
region) through a unique joint Federal-state "partner- 
ship" process.232 Altogether, 39 percent of the 
programs for which information was provided are 
reported to be administered on a decentralized basis. 

These data on sign-off authority suggest a serious 
limitation on the ability of the Federal Regional 
Councils to make firm commitments of grant funds. 
However, the degree of decentralization to the regional 
official sitting as a member of the FRC is actually 
overstated in the table. In the Department of Housing 
and Urban Development, for example, most operations 
were decentralized, not to the regions, but to still 
smaller HUD area offices. Three of the departments 
participate in the councils through secretarial or depart- 
mental representatives, who have little or no adminis- 
trative authority, rather than through regional directors 
or administrators. This is the case with the Departments 
of Transportation, Commerce, and Interior. The Depart- 
ment of Agriculture recently eliminated its department- 
wide regional representatives; consequently, the 
Agriculture member of the councils is only a senior 
program official from one of the components designated 
as the departmental representative for regional council 

activities. In addition, HEWS and Labor's representa- 
tives, while termed "regional directors," have little 
authority over most departmental programs.' The 
GAO's investigation indicated that only two of the 17 
programs it selected for study were decentralized to the 
departmental officials serving on the councils. Other 
programs were centralized, decentralized to another 
regional official, or governed by fuced formulas which 
permitted little discretion.' 34 

There are substantial political obstacles to full decen- 
tralization. In general, centralized administration seems 
to promise greater accountability to  the Congress and 
also permits more effective program monitoring by the 
interest, professional, and clientele groups whose con- 
cerns are affected by specific Federal activities. Many 
such groups are organized on a national basis and have 
maximum influence in Washington. Decentralization 
thus may seem risky, in that it opens program adminis- 
tration to a variety of somewhat different political 
pressures at the state and local levels. Perhaps for this 
reason, regional officials are said to be less responsive to 
Congressional inquiries. There are also other considera- 
tions involved. The uniformity of standards and pro- 
cedures may be lost through decentralization, while 
costs will rise if staff capabilities must be replicated in 
each regional office. Consequently, decentralization 
policies have often been stoutly and effectively 
resisted.235 Indeed, some observers feel that there has 
been some re-centralization of administrative respon- 
sibility in certain programs in the period since the 
termination of the Federal Assistance Review. 

While most observers believe that administrative 
decentralization is the key to the success of the FRCs 
and a prerequisite for any effectiveness in their liaison 
role, some disagree. Indeed, a few have taken the view 
that decentralization of this kind actually works against 
the interests of state and local government generalists. 
Field administrators, it is argued, are if anything more 
"rigid" and "inflexible" than their Washington counter- 
parts. This is the view of Richard P. Nathan, an OMB 
assistant director under President Nixon and now a 
senior fellow at the Brooking Institution: 

At the regional level especially, career pro- 
gram officials, if given the power actually to 
make grant awards, are in a strong position 
to bring the viewpoint and interests of their 
particular program to bear in setting state 
and local priorities and structuring program 
operations. Moreover, Federal officials in the 
field often tend to be the most rigid and 
inflexible of program-oriented career offi- 



cials. Their more creative and innovative 
colleagues tend to gravitate to Washington; 
the old liners are the ones typically "selected 
out" for field assignments when changes are 
sought either w i t h  the bureaucracy or 
from outside. For an Administration com- 
mitted to strengthening the chief elected 
executives of general purpose units of state 
and local government, administrative decen- 
tralization often had the exact opposite 
effect of deepening the hold of special 
program intere~ts .~ 

This argument, at a minimum, suggests that the abilities 
of the personnel who staff field offices must be 
considered as decentralization and regional coordination 
strategies are planned. 

Internal Constraints. The full effectiveness of the 
councils is also hindered by a variety of internal 
impediments, according to the GAO study and other 
commentaries. The weakness of the council chairman- 
ship and the limited staffing of the FRCs are an obstacle. 
Council chairmen are now appointed by the President 
from among the members of each council. The post is 
part time, since a chairman continues to have respon- 
sibilities as the regional director of his own agency. 
Tenure is also limited, for the position usually is rotated 
among the members on a yearly basis. Some chairmen, 
however, have served for two or even three years. During 
the period in which he is chairman, a council member is 
promoted to a GS-18 rating as a symbol of his status. (In 
recent years, this promotion has not resulted in a pay 
increase.) Chairmen do not possess any actual authority 
over other council members or their agencies. 

Each of the member agencies is also directed to assign 
one of its own personnel to  the council staff. However, 
all have not done so, and some agencies maintain such 
small regional offices that the contribution would be 
difficult. While these positions are nominally full time, 
in practice many staff devote less than 100 percent of 
their time to council affairs, as they retain some 
departmental functions. In some instances, several indi- 
viduals have split the council assignment, though the 
total number of man-hours may have been the equi- 
valent to one full-time person. In addition to these 
council staff members, the agencies are expected to 
support various task forces. These additional staff also 
have not always been available and, as a consequence, 
some FRC projects have s~ f f e r ed .~  ' 

Inadequate policy guidance is also identified as a 
constraint on council performance. The GAO study 

determined that the councils have operated most effec- 
tively when they received strong USG direction and 
assistance. Thls, in a number of instances, had been 
lacking, the GAO The report replicates the 
earlier findings of the Urban Institute study, which 
indicated that the councils had attacked with the 
greatest energy those assignments which had been 
"imposed" upon them by Washington. For this reason, 
the study recommended that the initial "permissiveness" 
of the OMB in its relationship with the FRCs be 
aband~ned .~  

Basic policy determination for the FRCs is, of course, 
the responsibility of the Under Secretaries Group. The 
extent to which it actually exercises its formal authority 
has been a matter of some controversy. Derthick 
indicates that the policies issued by the USG in fact 
originated in OMB, with no more than comments being 
offered by the agency members.240 However, Frederick 
Malek, then the deputy director of the OMB and USG 
chairman, took issue with such claims, testifying before 
Congressman Fountain that the group operated on a 
"consensus basis."24 ' I 

The USG has been subject to other criticisms. One 
report indicated that the group has assumed respon- 
sibility for some decisions which should have been made 
by the councils themselves, thus diluting the FRCs 
authority .24 The leadership of the National Governors' 
Conference is said to regard the USG as "the most 
inefficient group imaginable," unable to resolve issues 
and overly s e ~ r e t j v e . ' ~ ~  Meetings have become less and 
less frequent, with only four held during 1975, while 
attendance by lower ranking representatives, rather than 
the principals, has risen. The Under Secretaries Working 
Group - which in some previous years was convened 
twice as often as the USG - now meets no more 
frequently .244 

OMB has shown considerable restraint in its own 
dealings with the councils. Its representatives have no 
direct authority over FRC operations, but act as 
observers of FRC operations and also seek to support 
the regional council system and specific Presidential 
policies. Currently, the OMB "field rep" positions are 
filled on a part-time basis by staff who have other 
significant responsibilities. 

In the judgment of some, OMB's restraint is essential 
to the success of the FRCs. Greater OMB intenrention, it 
is feared, might stimulate a departmental "backlash" 
which would threaten the very existence of the council 
system.24s On the other hand, a substantial degree of 
OMB leadership is also necessary for an effective 
operation. The OMB has, in some degree, sought to 
resolve these tensions by the use of a "management by 



objectives" system which requires the councils to set 
their own goals within the framework of USG-OMB 
guidelines. 

Other Concerns. Two other concerns relate to the 
composition of the councils. The expansion of council 
membership from the initial four departments to the 
current total of 11 may have disadvantages as well as 
advantages. With expansion, the FRCs have become 
more comprehensive and have assumed responsibility for 
the coordination of direct program assistance as well as 
grants-in-aid. Staff resources available through the 
agencies should also have increased. On the other hand, 
the problem of differences in the degree of authority 
held by council members has been compounded con- 
siderably. Several of the newer agencies participate in 
the councils through Secretarial representatives who 
have limited authority and no direct relation to ongoing 
operational issues. Moreover, as the group has grown it 
has lost some of its initial unity of purpose. In some 
respects, then, the character of the FRCs has been 
altered. 

A second trend has been a change in the status of the 
principal Federal regional officials. A 1973 paper by 
William Kolberg pointed up this issue: 

Until four years ago, the typical regional 
director was a career official. Today the 
typical regional director in the seven 
agencies that comprise a Federal Regional 
Council is a political man. Simply stated, the 
top level of field structure of the Federal 
government has been politici~ed.~ 

The process of "politicization" has continued. Three 
Executive Orders issued by President Ford during 1975 
exempted the principal regional officials of the Depart- 
ments of Commerce, Interior, HEW, HUD, Transporta- 
tion, Labor, and the EPA and Small Business Adminis- 
tration. from the competitive civil service.24 ' These 
changes reflected the President's view that 

The program to decentralize Federal policy 
and decision making and to involve local 
governments and other interested parties in 
Federal, state, and local policy and program 
development requires a capability for deep 
involvement in the development and ad- 
vocacy of Administration proposals and 
policies, and support of their controversial 
aspects, on the part of certain senior regional 
officiak2 a 

In brief, the regional officials were regarded as holding 
"policy" positions which must be fully accountable to 
the Chief Executive. 

The view that a department's regional officials are 
deeply involved in policy questions is not universally 
shared. In his 1974 testimony, OMB Deputy Director 
Malek indicated that, in his opinion, the regional offices 
are concerned more with the implementation of policies 
than the setting of policies; he described their responsi- 
bilities as "operational."24 The Civil Service Cornrnis- 
sion, which had initially been reluctant to see the status 
of the regional directors altered, was undertaking an 
examination of the nature of the positions at the time 
the President's initial Executive Order was announced. 
The study was not completed since the issue became 
moot. There are also some conflicting values. For 
example, political appointees are more likely to have had 
little experience in the agency they oversee. In the 
opinion of some regional officials, the change of status is 
likely to have undesirable effects on the career aspira- 
tions of some civil servants. 

A second concern is the need for guarantees of 
partisan neutrality. The "responsiveness program" pro- 
posed in memorandums written by Frederick Malek in 
early 1972 sought to establish a "political network" in 
each department in support of President Nixon's re- 
election campaign, with the under secretaries and re- 
gional directors playing significant roles.? Durin g the 
1974 House hearings on "New Federalism," Congress- 
man Fountain indicated his concern about such activi- 
ties: 

My concern about the implication of these 
memorandums is probably self-evident. If 
the Under Secretaries Group, which has been 
officially designated by the Administration 
to provide policy guidance to regional direc- 
tors through the councils, was used or could 
be used for the type of political activities 
described in your memorandums, I think 
Congress would be obliged to devise ade- 
quate safeguards to protect the integrity of 
the grant system and its administrative 
s t r~c ture .~ '  ' 

At the request of Congressman Fountain, Mr. Malek 
subsequently issued a memorandum to FRC chairmen 
which indicated that political partisanship has no proper 
place in council actions and shall be e~c luded .~  

Regional Realignment. Perhaps the most substantial 
progress in FRC development has been made in the 



Table 4 

Agency Conformance to the Standard Federal Regions, 
July 1, 1975 

Number of Svstems 
Department 
or Agency 

Agriculture 
Commerce 
HEW 
HUD 
Interior 
Justice 
Labor 
Transportation 
Treasury 

ACTION 
American Revolution Bicentennial Administration 
CSC 
CSA (OEO) 
EEOC 
EPA 
FEA 
GS A 
SBA 
VA 
Commodity Future Trading Commission 
Consumer Product Safety Commission 

Total 

SOURCE: Office of Management and Budget. 

Standard 
Regions 

- 
- 
2 
1 
- 
2 
7 
3 
- 

1 
1 
1 
1 
1 
1 
1 
1 
1 
- 
1 
- 

24 

Conform with 
Combinations 

7 
4 
- 
- 
8 
3 
4 
4 
- 

- 
- 
- 
- 
1 
- 
- 
- 
- 

1 
- 
1 

33 

Not in 
Conformance 

20 
2 
1 
- 
7 
3 
1 
- 
5 

1 

- 
- 
- 
- 
- 
- 
- 
2 
- 
- 

42 

Total 

27 
6 
3 
1 

15 
8 

12 
7 
5 

2 
1 
1 
1 
2 
1 
1 
1 
1 
3 
1 
1 

99 

realignment of Federal regional administrative bound- 
aries. However, compliance is not total. As shown in 
Table 4, only 24 of the governments' 99 regional 
systems entirely conform to the ten new standard 
regions, but an additional 33 systems conform with 
combinations of two or more of the standard regions. 
Forty-two of the systems utilize other b~undaries."~ 
Of those not in conformance, nearly half are in the 
Department of Agriculture; most of these are concerned 
with the inspection and grading of various agricultural 
products. It also should be noted that the boundaries of 
the regional economic development commissions created 
under the Atblic Works and Economic Development Act 
and Appalachian Regional Development Act do not 
exactly correspond with the standard regions except in 

the case of the New England Regional Commission. 
Three of the other seven development areas do lie within 
a single Federal standard administrative region. 

Lesser success has been experienced in co-locating 
regional offices in close proximity to one another within 
one metropolitan area, which is also a goal of OMB 
Circular A-105. While many of the early FRC members 
have been co-located, movement of the newer additions 
has been especially difficult. In Region I1 (New York). 
however, most Federal agency offices are in a single 
building, and some degree of consolidation has been 
obtained in several other cities. A consequence of the 
dispersion of offices is that in most regions FRC staff are 
not housed together. 

The ACIR survey of Federal aid administrators 



Table 5 

Number 

Grant Type 

Formula 4 1 
Project 90 
Project-Formula 10 
Block 3 

Department 

Agriculture 
Commerce 
HEW-PHs 

-Of 
-0s 
-SRS 

HUD 
Interior 
Justice 
Labor 
DOT 
ARC 
EP A 
All Other 

Total 144 

Impact of Regional Standardization, 
by Department and Grant Type 

Change Applicable 

Substantial 
l mprovement 

- 
1 0% 
- 
- 

- 
- 
8 
3 
- 
- 
17 
- 
17 
67 
- 
- 
- 
11 

6% 

Improvement 

No 
Appreciable 

Effect 

63% 
60 
80 
67 

50 
62 
77 
68 
71 

100 
17 

100 
50 
- 
60 

100 
20 
63 

63% 

Neaative " 

Effect 

24% 
2 
- 
- 

50 
- 
- 
18 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 

8% 

Not Applicable 

Number 

23 
96 

2 
1 

14 
10 
4 

30 
1 
4 
1 
4 

5 
2 
5 

12 
30 

122 

Percent 

(36%) 
(52 1 
(17 1 
(25 1 

(54 1 
(56 1 
(13 1 
(47 1 
(13 1 
(80 1 
(14 1 
(44 1 
- 

(63 1 
(17 1 
(71 1 
(71 1 
(61 1 

(46%) 

SOURCE: ACIR questionnaire survey. 



provides additional information concerning the overall 
impact of the regional standardization effort on grant 
programs. Of the 226 officials responding to a question- 
naire item, 46 percent indicated that the standardization 
did not apply to their programs, as shown in Table 5. 
Thls group apparently included programs where grant 
administration was centralized, rather than regionalized; 
where the agency's boundaries did not conform to the 
standard regions; or, perhaps in some few instances, 
where the agency's boundaries were in conformance 
prior to the policy change. Administrators of project 
grants reported that the standardization was not ap- 
plicable to their programs somewhat more frequently 
than the administrators of formula grants, and there are 
also important variations from agency to agency. 

On the other hand, 144 (or 54%) of the respondents 
indicated that the new regional system does apply to 
their program. However, only a few of the Federal grant 
administrators were willing to ascribe any improvements 
in the administration of their programs to the change. 
Overall, 63 percent of those reporting that the new 
system was applicable to their program noted no 
appreciable effect. Substantial or moderate improve- 
ments were seen most frequently by the administrators 
of project grant programs; such favorable assessments 
were given most often by officials in HUD, Labor, and 
the EPA. Negative effects were indicated chiefly by the 
administrators of formula programs. 

Proposals for Action. A wide variety of proposals has 
been made for the improvement or expansion of FRC 
activities. These correspond to differing assessments of 
the current operations of the councils and of the 
desirability of their undertaking additional functions. 
They also relate, in part, to the conflicting theoretical 
orientations within the public administration com- 
munity which were ou thed  in the introduction to this 
chapter. 

On the one hand, there are some who suggest that the 
FRCs must be strengthened if they are to be able to 
carry out the difficult coordinative activities for which 
they were originally intended. This, most simply, might 
be done by naming a stronger commitment to FRC 
staffing. It could also embrace the use of a full-time, 
permanent chairman, most probably attached to the 
Office of Management and Budget or Dome;tic Council. 
Stronger policy guidance and support from Washington 
is another suggested remedy. Others believe that the 
councils are realizing sufficient benefits as they are 
presently organized, see disadvantages in the suggested 
reforms, or take the view that the FRCs, because of their 
basic nature and composition, cannot be expected to 

make more than limited contributions to interagency 
and intergovernmental problem solving. Finally, some 
see in the FRCs an instrument of far greater potential 
and propose the addition of a variety of new council 
functions and services together with fundamental struc- 
tural alterations. 

On the basis of the information now available, 
council staffing arrangements seem less than satisfactory. 
While each of the member agencies is expected to 
provide at least one full-time staff member, some have 
not or are actually unable to do so. Moreover, since the 
FRC staff are drawn away from other ongoing tasks, the 
councils may be unwfing to undertake especially 
demandmg or time consuming assignments. Necessary 
skills are another problem. Staff members sometimes 
lack familiarity with the programs and practices of 
agencies other than their own. 

For these reasons, the GAO has proposed that the 
OMB, as an experiment, transfer a limited number of its 
own staff to council cities to assist in the development 
and operation of intergovernmental programs. These 
individuals would act as liaison between OMB and the 
FRCs and would also assist the chairman and build links 
to the state and local governrnent~.~~' In another 
report, the GAO has also recommended that the OMB 
provide each FRC with at least one full-time A-95 
coordinator. Thu staff member, which the GAO believed 
was necessary if the FRCs were to be able to aggressively 
monitor the A-95 process, might be drawn from the 
resources of OMB, the GSA's OFMP (now disbanded), or 
the staff of the regional director of a council agency, the 
report indi~ated.~ '  

Similarly, the early Urban Institute study indicated 
that "great damage" was being done to council develop- 
ment because of the failure to fill council staff positions 
on a full-time basis with persons of appropriate rank.2 
While it recommended that council staff should belong 
to individual agencies, rather than the council itself, it 
also proposed that each FRC hire an executive secretary 
accountable to the council itself.2S7 The 1973 report of 
the President's Advisory Council on Management Irn- 
provement (PACMI) urged that "FRC staffing. . . be 
reassessed and increased as necessary, and the staff and 
FRC chairman . . . complete intensive training 
c~urses ."~ 

The use of a full-time, permanent chairman has been 
given extensive consideration. There were those within 
the Nixon Administration, among them HUD's Floyd H. 
Hyde, who argued the necessity of a full-time chairman 
responsible directly to the President if the councils were 
to be fully succe~sful.~ The Brookings Institution's 
Charles L. Schultze, a former BOB Director, has testified 



that more effective field operations are "increasingly the 
key to bringing about more flexible, efficient, and 
responsive Federal government." Specifically, Schultze 
says, 

I think, in each region, there should be a small 
counterpart of the Executive Office of the 
President, to provide the consideration and 
mediation needed across departmental 
lines. . . .260 

A full-time, permanent FRC chairman could certainly be 
the nucleus of such "little OMBs." Some state and local 
officials also hope that a stronger council chairman 
would be able to "knock heads together" and thus 
secure more concerted Federal action. 

The OMB has experimented with the full-time chair- 
man concept in two regions, V (Chicago) and VIII 
(Denver). While opinions vary, and OMB assessment 
indicates that most FRC members and other Federal 
officials do regard the position as one demanding 
attention on a 40 hours-per-week basis. However, many 
would prefer to see these responsibilities continue to be 
discharged as an additional duty, rather than to give up 
ties to a department. Such separation would entail 
personal career disadvantages. In addition, some believe 
that a chairman would actually have less authority if he 
were attached to the OMB or Domestic Council, rather 
than an operating department. Others disagree, seeing in 
such links either a threat or a clear advantage. 

There is also disagreement among observers about the 
potential benefit of a "permanent" chairman, one 
holding his position for an indeterminant period. Rota- 
tion does provide a useful "learning experience" for 
more regional directors, and prevents ties between the 
FRCs and the departments from being severed. On the 
other hand, rotation also has disadvantages: the councils 
are said to lack continuity and to vary in performance 
from year to year, depending upon the interest, time 
commitment, and ability of the individual chairman. 
Under these circumstances, state and local governments 
are not encouraged to rely solely on council contacts. 

Several analysts seem skeptical that such organiza- 
tional measures can have a significant impact on the 
operation of the councils. The FRCs' basic composition 
as interagency committees is thought to place funda- 
mental limitations on their activities. For example, 
Martha Derthick has indicated that the FRCs share the 
weaknesses of other bodies of equals, which she terms 
"coordinating forums:" 

Coordinating forums may create good will, 

improve information, and reduce the appear- 
ance of conflict. They may also facilitate 
cooperation in rather special situations, such 
as disasters, in which no agency has a 
programmatic stake. Beyond that, it is hard 
for any coordinating forum to do much 
good. Those were the lessons from experi- 
ence before the Federal Regional Councils 
were created. Nothing in the councils' ex- 
perience requires those lessons to be 
r e~ i s ed .~  

For an identical reason, the Urban Institute study 
indicated that the councils are structured so as to be able 
to deal best with "projects" which pose no threat to any 
member, rather than the more serious "problems" of 
conflict res~ lu t ion :~  

We think that a council composed of peers, 
unable to exercise collective authority, not 
possessed of any staff who belong to the 
council as an entity, and unsure of the 
willingness of Washington forces to become 
involved in council decision making, cannot 
function so as to identify confhcts or to 
design and implement coordinated action 
which is viewed as harmful to one or more 
of the agencies on the council.' 

The commonly proposed remedy, the introduction of a 
greater degree of hierarchical authority, seems insuf- 
ficient to Derthick. Her other research suggests that the 
addition of a Presidential representative to the councils 
would make little difference: 

Presidential agents turn out not to be able to 
resolve interagency disputes or to speak for 
the Executive Branch as a whole in the field. 

I have no simply remedy to propose for the 
traditional weaknesses of interagency co- 
ordinating committees as a political scientist. 
We have no magic on this point. 

In general, my advice - and I would say 
belated advice - to Congress would be to 
avoid as much as possible the need for such 
arrangements. 

I think Federal programs should be as little 
dependent as possible on Federal inter- 
agency c~llaboration.~ 6 4  



Some believe that more assertive guidance and 
stronger support from the Under Secretaries Group and 
OMB would be very beneficial. The Urban Institute 
report took this tack. It suggested that the BOB play a 
much stronger role in forcing the councils to deal with 
the difficult coordination problems which had, too 
often, been avoided. Its representatives should serve the 
councils on a full-time basis, the report said, with each 
assigned to two councils and some actually stationed in 
the field.26s The General Accounting Office has sug- 
gested that the councils could accomplish their purposes 
more effectively within their existing organization 
framework if the USG would play a stronger role.2 6 6  

For this reason, it recommended that the USG counter- 
act the councils' other impediments by: 

Prescribing standards for planning work and 
reporting progress to facilitate monitoring of 
councils' proposed efforts and actual accom- 
plishments and to insure the most effective 
allocation of the councils' resources, espe- 
cially for council-initiated projects designed 
to meet regional needs. 

Providing for councils' participation in the 
planning stages of mandated projects, includ- 
ing preparing guidelines and statements 
specifying purposes, objectives, and ways to 
accomplish projects, to insure more effective 
council involvement and commitment. 

Assuming responsibility for determining the 
appropriateness of uniformly decentralizing 
Federal agencies' grant programs, to enhance 
the councils' abilities to provide prompt and 
coordinated assistance to state and local 
governments.2 ' 

Others, including former HUD Secretary George 
Romney, propose more far-reaching reforms for the 
FRCs. In their view, the Federal Regional Councils seem 
to provide the nucleus for a much stronger, action 
oriented partnership between the Federal government, 
the states, and localities. Some modifications, for ex- 
ample, would render the councils more similar to the 
foremost current model of Federal-multistate develop- 
ment planning, the Appalachian Regional Commission. 
Ralph R. Widner, the director of the Academy for 
Contemporary Problems, has made this proposal in 
testimony on national growth and development issues: 

Although recent evaluations find many of 

the Federal Regional Councils deficient in 
their policy coordination roles, both with 
respect to relations between the agencies 
that comprise them and in their relationships 
with the states and localities in their region, 
it appears that serious consideration should 
be given to the redesign of the councils as 
intergovern'mental commissions on which 
the states and locahties of the region can be 
represented in partnership with the Federal 
agencies. 

Under the present relationship, states and 
localities come to the tables of the Federal 
councils as supplicants rather than equals. If, 
however, the councils were organized analo- 
gously to the existing Federal-multistate 
economic development commissions with 
states and localities serving as equal partners 
with the Federal government and the 
Federal chairman sening [as] a representa- 
tive of the President, the councils might then 
be enabled to serve as flexible mechanisms 
for developing joint policies and programs 
designed to accomplish the purposes of 
regional growth policies jointly subscribed to 
by Federal, state, and local governments in 
the region .2 

Similarly, the Domestic Council's 1974 Report on 
National Growth and Development suggested that the 
FRCs might be strengthened as an alternative to the 
"proliferation" of other kinds of multistate organiza- 
tions. The report argues that "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 r eg i~n . "~  Specifically, 
the report indwated, the councils might assist the states 
in 

establishing interstate goals and policies 
related to interstate aspects of land use, 
resource, development, regional transpor- 
tation, and similar growth topics; 
developing broad interstate strategies for 
growth and economic development, 
whlch can serve as general guides for 
private investments as well as the dis- 
tribution of Federal aid within each 
region ; 
formulating regional positions on inter- 
state aspects of such growth issues as 



power plant siting, mining, and coastal 
management; 
proposing recommendations for the types 
and levels of future Federal assistance 
that should be available to the 
regions.' ' O  

Other proposals stress management improvement over 
planning. The PACMi study, mentioned above, empha- 
sized the need for the FRCs to provide increased 
management assistance, on a cooperative basis, to other 
governments within their regions: 

a corps of expert advisors should be 
developed to provide technical assistance 
to the FRCs. Ongoing technical assis- 
tance, training, and research should be 
provided by intergovernmental manage- 
ment centers located in each of the ten 
regions and controlled by the governors 
and mayors within the region; 

the FRCs should administer a program of 
executive management improvement 
grants based upon HUD's present 701 
[planning and management assistance] 
program.' ' 

However, many within the Nixon Administration, 
which was responsible for most of the development of 
the FRCs, consistently opposed the use of the FRCs as 
either an operating agency or new authority structure. 
James S. Dwight, Jr., the administrator of the Social and 
Rehabilitation Service in HEW, responded to a question 
posed to him in a session at the Federal Executive 
Institute in this manner: 

Question: We hear more and more about 
Federal Regional Councils assuming a greater 
role and even becoming institutionalized. Do 
you think that the regional council will 
become an agency within itself, sitting in the 
region, with authority over other agencies, 
having a full-time professional staff, and 
becoming an institution in itself? 

Comment: I would think not. It would be 
disastrous if we allowed the Federal Re- 
gional Council to become a separate 
bureaucracy.' 

OMB Deputy Director Malek responded similarly to a 

question posed by Representative L. H. Fountain in a 
1974 hearing: 

Question: Do you have any plans to give the 
councils specific program operating func- 
tions or their own budgets? 

Comment: No, sir, not at this time. We do 
not feel that the councils should operate as 
an extra layer of government. We feel rather 
that they should operate as a coordinating 
mechanism to bring together the programs 
of their individual agencies.273 

Conclusions. To this date, the Federal Regional 
Councils have made but limited progress toward the 
objectives set in 1969, when the council system was first 
initiated. At present, the FRCs' contribution to the 
improved management of Federal assistance programs is 
modest, and their activities have in most instances only 
marginally strengthened relations among the govern- 
mental levels within the Federal system. 

The disappointment and frustration with which the 
councils are widely regarded, however, may reflect 
unrealistic expectations as well as limited performance. 
The councils probably were oversold. Just as some 
"Great Society" programs faded to work the substantial 
social progress which had been anticipated at their 
founding, the administrative reforms of the "New 
Federalism" and its policy of decentralization stirred 
hopes which now may seem excessive. 

Several of the councils have made useful contribu- 
tions by providing a meeting ground for regional 
directors, offering budgetary and other information to 
state and local officials, coping with unusual "emer- 
gency" needs, and identifying obstacles to a stronger 
Federal partnership. The councils have not been able to 
remedy the most serious weaknesses of the intergovern- 
mental grant system. It had been hoped (especially by 
sponsors in the BOB) that the FRCs would improve the 
coordination of Federal assistance programs by provid- 
ing a forum in which conflicting policies and practices 
could be identified and reconciled. While the former aim 
has been to  some degree accomplished, nearly all 
observers find that the FRCs are unable to resolve policy 
conflicts. Moreover, some analysts believe that they are 
inherently unsuited for this task. On the basis of the 
evidence to date, policy differences are no more ame- 
nable to resolution in the field than at headquarters. 

FRCs have still another objective. State and local 
governments had been led to believe that the FRCs 
would help improve, simplify, and increase access to the 



Federal grant system. In fact, only a few state and local 
units have realized benefits of this kind. The FRCs have 
sometimes been unequal to this task. Moreover, the 
potential for expanding of such useful council-operated 
measures as joint funding seems rather small. 

Both the improved interagency coordination and 
effective liaison goals depend for their reahation upon 
the administrative decentralization of most grant pro- 
grams. Despite a Federal effort during the Federal 
Assistance Review program, less than half of all grants 
were changed to permit a "sign-off' at the regional or 
area office level. The substantial change in practice and 
tradition which decentralization requires must occur in a 
political environment which itself is centralized to a 
considerable degree. 

Not to be overlooked is the fact that the FRCs are 
the offspring of the Office of Management and Budget, 
and indeed are one of that agency's most important 
initiatives for the improvement of interagency and 
intergovernmental management. Formed at the budget 
agency's urging, the councils have been retained pri- 
marily through OMB's continuing support. Yet, for this 
reason, they have been affected by the weaknesses in 
OMB's overall management efforts, discussed previously 
in this chapter. OMB's stance toward its offspring has 
been accepting rather than demanding, and it has been 
able to provide very limited aid from its Washington 
headquarters for the regional fledglings. Bombardier 
writes: 

Thus, even within the Executive Branch of 
the government the bureau has not been able 
to induce the cooperation necessary to 
ensure the success of its [management] 
initiatives. Departments and agencies co- 
operated in the establishment of the Federal 
Regional Councils, but they have been slow 
to make use of them in resolving interagency 
conflicts and in decentralizing program 
authority to field officials to make it pos- 
sible for the councils to come to grips with 
such problems. Only a sustained effort by 
the bureau has kept the councils alive and 
functioning. The one major success achieved 
to date by the bureau has been the one that 
could be achieved by Presidential directive, 
the creation of uniform regional boundaries 
and common regional headquarters. What 
the President could do upon his own author- 
ity, the bureau has done; but most of what it 
has sought to accomplish requires the co- 
operation of others, and such cooperation 
has not been f ~ r t h c o m i n g . ~ ' ~  

Any improvement would depend on an informed 
determination of council goals. The extent to which 
emphasis should be placed upon the provision of 
information to state and local government, offering 
representation for subnational units in the Federal 
policy process, the reconciliation of conflicting depart- 
mental policies, the provision of special financial and 
technical assistance in unusual situations and/or the 
development of regional growth management strategies 

should be carefully thought out in light of the record to 
date. Once done, the design of the administrative 
instrument appropriate to the task would seem easier. A 
catalog of potential reforms, ranging from major to 
extensive, is available. The councils might be retained 
essentially as is; given somewhat greater authority, 
continuity, and staffing; or developed into rather dif- 
ferent mechanisms for intergovernmental planning, man- 
agement, and program operations. The selections of such 
means are intertwined with the choice of ends. 

Other Organizational Issues 

While the Office of Management and Budget, Domes- 
tic Council, and Federal Regional Councils account for 
the most prominent efforts to improve the coordination 
of, and simplify Federal aid programs on, a govemment- 
wide basis, they do not monopolize the field. Important 
roles are and have been played by others: a large number 
of interagency committees exists, certain departments 
play a "lead" role in specific policy areas, and formal 
agreements between agencies are common, all of which 
merit attention. In addition, some consideration must be 
given to the coordination of programs within depart- 
ments, since proLlems of uniformity, consistency, and 
intergovernmental communications clearly exist at this 
level. 

Interagency Committees, Agreements, and Lead 
Agencies. Interagency committees and related devices 
and procedures are frequently used for operational and 
policy coordination. These play a significant - many 
critics would say an excessive - role in the management 
of Federal assistance programs. 

In general, interagency committees are in poor 
repute. James L. Sundquist writes that "by common 
consent, where governmentwide leadership and co- 
ordination are required, interdepartmental committees 
are dismissed as ineffe~tual."~ '' Seidman terms commit- 
tees the "crabgrass" of government: while nobody wants 
them, everybody has them, and they seem to multiply 
despite several efforts to weed them out.276 An attempt 
by President Johnson to reduce their number in 1965 



resulted in the elimination of only five out of a total of 
785 ~ommit tees .~ President Nixon justified his pro- 
posed departmental reorganization plan in part on the 
basis that there were far too many committees, then 
some 850, which he thought reflected weaknesses in the 
basic governmental structure.? In taking a critical 
stance, both Presidents were adhering to the traditional 
theory of public administration, which argues that such 
committees, while sometimes essential, should not be 
numerous. Reorganization is an accepted prescription 
when their numbers get out of hand. 

The key criticism of interagency committees is that 
they are felt to be ineffective. J. Clarence Davies, a 
former member of the staff of the Council on Environ- 
mental Quality and of the Bureau of the Budget, 
indicates the shortcomings of many such committees: 

The most important issues tend not to be 
discussed, and those that are considered are 
resolved by resorting to the lowest common 
denominator of agreement. The Federal 
agencies are, for the most part, legal and 
political equals with no incentives to in- 
fluence each other's business. There is con- 
siderable incentive, from the standpoint of 
insuring bureaucratic stability and freedom 
of action, not to try to meddle in the 
business of a sister agency. Thus, any serious 
attempt at regular coordination runs so 
counter to the general characteristics of the 
Federal government that the cards are 
heavily stacked against its succe~s .~  

The weaknesses of certain interagency committees were 
indicated in Chapter II of this report. A series of three 
such bodies has proven unable to coordinate Federal 
assistance to the Appalachian region in support of the 
plans of the Appalachian Regional C~mmis s ion .~ '~  A 
cabinet-level Economic Opportunity Council, whch was 
intended to be the command post of the War on 
Poverty, was largely ineffective in coordinating the 
activities of the many departments and met infre- 
quently .2 ' Interagency coordinating committees estab- 
lished both in Washington and at the regional level were 
unsuccessful in obtaining substantial commitments of 
funds in support of the model cities program from most 
member  department^.^'^ 

The experience of the Interdepartmental Council to 
Coordinate All Federal Juvenile Delinquency Programs 
provides another "case study" of a committee, and 
suggests why they may have difficulty in reaching their 
objectives. The council, created by the Congress in 1971, 

was composed of ten departments and agencies whose 
programs had some effect upon juvenile delinquency. In 
its own annual report for 1973, the council identified 
116 Federal programs having a direct or indirect impact 
on juvenile delinquency or youth development.? ' 
Although the council was supposed to coordinate such 
delinquency-related programs, a review by the General 
Accounting Office indicates that it was "ineffective." 
The council had not affected major legislative or 
program decisions, and many officials responsible for 
programs which the council had identified as relating to 
the delinquency problem were not aware that their 
programs had this potentiaL2 ' 4  

The GAO has suggested that the primary reasons for 
the council's weaknesses were a lack of adequate 
resources and uncertainty about its authority. The 
council's staff and funds were contributed by its 
constituent agencies. Necessary funds were not always 
available and, after the first year, the agencies resisted 
council requests to furnish staff. Council members 
generally lacked decision-making authority within their 
agencies and excessive turnover in membershp caused 
difficulties. While the council did identify a number of 
significant problems and issues, its followup authority 
had not been clearly specified. An attempt to obtain 
White House policy guidance brought no response.285 

Similar difficulties plagued the interdepartmental 
Water Resources Council, according to an analysis 
contained in the 1973 report of the National Water 
Commission. The council, consisting of the Secretaries 
of five departments and the Chairman of the Federal 
Power Commission, was established by the Water Re- 
sources Planning Act in 1965. The commission con- 
cluded that the council had been unable to review and 
coordinate the programs of its members, to confront 
difficult policy issues, or to resolve interagency con- 
f l i c t ~ . ~ ' ~  Leadership by an independent chairman on 
the White House staff was needed, the commission 
concluded, if the council were to be able to act when 
consensus was lacking. 

Though interagency committees are widely criticized, 
some have been successful in meeting their objectives. 
For instance, several of the grants management circulars 
were developed on an interagency basis. Harold Seidman 
believes that it is essential to distinguish between groups 
formed to deal with specific problems, which have often 
proven to be extremely useful, and those which have 
only a general coordinative mandate. He also suggests a 
number of principles which, if followed, can minimize 
the deficiencies of a l l  ~ornrnittees.~ ' 

Despite the large number of interagency committees 
and their widely recognized weaknesses, they are not 



currently "managed" on a governmentwide basis in any 
way. This is a change from previous practice. OMB 
Circular A-63, originally issued in 1964, identified 
procedures for the management of interagency commit- 
tees and required an annual report from each depart- 
ment concerning its participation in such committees. 
The continuation of committees beyond a two-year 
period was discouraged by the circular. From this 
procedure, the BOB acquired some information regard- 
ing the number of committees and their composition 
and purposes. 

A 1970 investigation by the House Committee on 
Government Operations, however, found these pro- 
cedures (as well as others regarding advisory committees 
which had been established by Executive Order) to be 
inadequate. Among its findings and conclusions were: 

Many committees of the Executive 
Branch of the government are not subject 
to adequate management controls or 
oversight. Considerable expansion and im- 
provement of existing guidelines relating 
to the management of interagency com- 
mittees and the formation and use of 
advisory committees as now set forth in 
OMB Circular A-63 and Executive Order 
1107 are needed. Revised Executive 
Branch directives are needed to provide 
the Executive Office of the President 
with supervisory management responsi- 
bility for both interagency and advisory 
committees utilized by the Executive 
Branch of the government.2 

The investigative efforts of the past 
months have revealed that compilation of 
a complete list of advisory and inter- 
agency committees is an impossibility due 
to management deficiencies at all levels of 
the government. . . .289 

Many committees do not justify the 
investment in them. The improvement of 
their operation and effectiveness is 
necessary.' 

The report included several recommendations, among 
them the following: 

The Office of Management and Budget 
should be strengthened as to its commit- 
tee management mission. . . . There should 

be an annual systematic review by the 
Office of Management and Budget and 
department or agency heads of the cur- 
rent need for all interagency and advisory 
committees. This should include a review 
of membership and staff.29 ' 

These findings, as their language makes plain, applied 
to both interagency committees (those composed solely 
of Federal officials from two or more agencies) and 
advisory committees (those which include non-govern- 
mental members). However, the Federal Advisory Com- 
mittee Act of 1972 specifically excluded from its 
requirements "any committee which is composed wholly 
of full-time officers or employees of the Federal 
government."2 ' Consequently, a revision of A-63 was 
issued, retitled "Advisory Committee Management," 
exempting interagency committees from its 
provisions.' 

The "convener" or "lead agency" arrangement is an 
alternative to a permanent, standing interagency com- 
mittee.294 The convener - typically a cabinet Secre- 
tary - is empowered to call meetings of the representa- 
tives of other departments for action upon specific 
problems, as circumstances require. During 1966, Presi- 
dent Johnson issued Executive Orders concerned with the 
"coordination of Federal urban programs" (EO 11297) 
and the "coordination of Federal programs affecting 
agricultural and rural area development" (EO 
1 l307).' 9 5  These, in similar language, gave the author- 
ity to the Secretaries of the Departments of Housing and 
Urban Development and Agriculture respectively to 
convene meetings of other departments and agencies for 
the consideration of mutual problems concerning Fed- 
eral programs affecting urban or rural areas, to promote 
cooperation toward consistent policies and practices, 
and other related purposes.2 

Robert C. Wood, a former HUD Secretary, wrote in 
1970 that he regarded the convener concept as the 
"principal answer" to the need for coordination of 
complex, multiagency programs aimed at complex social 
problems. Collaboration at the Secretarial level must be 
established, he indicated, arguing that conventional 
administrative wisdom with its emphasis on Presidential 
resolution of conflicts had overloaded the White House 
beyond its capacity.' 9 7  

Others indicate that the convener system ultimately 
proved ineffectual. Charles M. Haar, a former HUD 
assistant secretary, offered a critical assessment in his 
recent analysis of the model cities program: 

Perhaps the most unambiguous lesson of the 



program's experience is the failure of the 
lead agency concept. . . . Used frequently in 
Great Society programs, the lead agency 
concept never amounted to much in any 
setting. It disintegrated to a ducking of 
 issue^.^ 9 8  

This view is shared by Joseph Califano, a former special 
assistant to President Johnson, who has testified that the 
attempt to put one peer over another "did not work." 
Conflicts could not be resolved at the Departmental 
level, but instead were brought to the White ~ o u s e . ~ ~ ~  

There are other instances where a Secretary has been 
given "lead" responsibility over other departments in a 
specific area. A recent example is the coordinative 
authority given to the Secretary of Agriculture by the 
Rural Development Act of 19 72. Section 603(b) of the 
act states: 

The Secretary of Agriculture is authorized 
and directed to provide .leadership and co- 
ordination within the Executive Branch and 
shall assume responsibility for coordinating a 
nationwide rural development program 
utilizing the services of Executive Branch 
departments and agencies and the agencies, 
bureaus, offices, and services of the Depart- 
ment of Agriculture in coordination with 
rural development programs of state and 
local governments. In carrying out this re- 
sponsibility, the Secretary of Agriculture 
shall establish employment, income, popula- 
tion, housing, and quality of community 
services and facilities goals for rural develop- 
ment and report annually prior to Septem- 
ber 1 to Congress on progress in attaining 
such .3 

The experience to date with this provision seems 
consistent with that under the convener orders. A report 
by the General Accounting Office in early 1975 found 
that limited steps had been taken toward these impres- 
sive statutory objectives. Implementing committees had 
been formed within the Domestic Council and at the 
assistant secretarial level, but they met infrequently.3 ' 
The statements of rural development goals which had 
been developed by the Department of Agriculture were 
couched in very general rather than specific, quantitative 
terms. Consequently, progress toward them could not be 
mea~ured.~ O 

A recent report prepared by the Congressional Re- 
search Service (CRS) at the request of the Congressional 

Rural Caucus indicated that "some may question 
whether the most recent rural development goals report 
fully responds to the spirit of the law contained in" the 
act.303 Among the basic shortcomings indicated by the 
CRS study is insufficient attention to the goals and 
activities of other Federal departments. Significant 
programs administered by HUD, the EPA, the Appala- 
chian Regional Commission, the Economic Development 
Administration, and HEW were mentioned only briefly 
in Agriculture's second annual report, which may sug- 
gest, CRS indicated, "that the Secretary of Agriculture is 
failing to exercise strong leadership within the Executive 
Branch on all Federal activities and programs of poten- 
tial importance to the development of rural 
cornmunitie~."~ O 4  

Interagency agreements provide a third means of 
coordinating action between two (or more) departments. 
Like interagency committees, such agreements are 
utilized extensively. For example, in recent months the 
Department of Housing and Urban Development has 
signed agreements geared to rationalizing the planning 
and management assistance activities of its own 701 
grant program with the related programs of the Environ- 
mental Protection Agency, the Office of Coastal Zone 
Management of the Department of Commerce, and the 
Federal Energy Administration. 

Currently under negotiation are additional agree- 
ments with the Environmental Protection Agency, Eco- 
nomic Development Administration (Department of 
Commerce), Bureau of Outdoor Recreation (Department 
of Interior), and Urban Mass Transit Administration 
(Department of ~ r a n s ~ o r t a t i o n ) . ~ ~ ~  

Interagency agreements tend to share the disadvan- 
tages of interagency committees and the other essen- 
tially "voluntary" coordination techniques. They can be 
effective only in those limited areas in which the parties 
affected actually desire joint action; they cannot recon- 
cile deeply rooted conflicts. If the objectives of signa- 
tories should later diverge, the agreement may be 
ignored. The experience with the dozens of agreements 
to which the Office of Economic Opportunity was a 
party, as described in Chapter II,  points to this lesson. 
Interagency agreements proved to be inadequate as 
coordinative devices as they were often disregarded by 
both the OEO and the other agencies involved.306 A 
report by planning consultant Harold F. Wise for the 
National Public Advisory Committee on Regional Eco- 
nomic Development indicates several important features 
of interagency agreements at the present time. Accord- 
ing to Wise, such agreements: 

0 have no force of law; 



are not, therefore, codified; 

in almost all cases do not involve OMB; 

are headquarters, Washington-level agree- 
ments with, generally, little follow-up in 
the field at the regional, state, areawide, 
or local governmental levels, where new 
deals have to be constantly cut, where the 
real action is; and 

are largely forgotten when the negotiating 
personalities have left the scene or when 
new Congressional action redresses the 
power or otherwise changes agency mis- 
sions or a~signments.~ ' 

Furthermore, Wise notes, there is no mechanism for 
repealing interagency agreements which have outlived 
their usefulness.30 All these features limit their useful- 
ness. 

In summary, the experience with interagency com- 
mittees, convener orders, "lead agency" arrangements, 
and interagency agreements, as well as the record 
of the Federal Regional Councils (which are also 
interagency committees as they presently exist), suggests 
that there are serious limits as to what can be achieved 
by voluntary coordination among coequal agencies. 
While there may be certain kinds of situations in which 
these devices are adequate, they seem generally to be 
unable to achieve a coherent policy or operation for 
interrelated grant programs, either in Washington or the 
field. These findings are in stark contrast to the 
expectations of the proponents of non-centralized, 
non-hierarchic coordination. This critical assessment, of 
course, is one that is widely held.30 

Yet, the forces which have prompted the use of these 
devices in the past are not dormant. For this reason, the 
voluntary coordination techniques seem certain to per- 
sist. Often there are no real alternatives. It should also be 
recognized that certain desirable features are claimed for 
them. Some problems may be noted most quickly and 
agreements on solutions reached most easily at the 
operating level. A system of agreements and committees 
is more flexible and more readily adjusted to changing 
concerns than more formal coordinative measures. It 
assures that the interests of all parties are represented 
and protected. Some analysts also dispute the claim that 
the use of a large number of committees (or agreements) 
is evidence of poor organizational design. The complex 
nature of modern society, in which "everything relates 
to everything else," may mean that no basic structure 

could possibly provide for the close coordination of all 
inter-related activities. 

Centralized, White House-sponsored efforts at opera- 
tional coordination, it must be remembered, have not 
always fared well either. Seeking to involve the Execu- 
tive Office of the President in the resolution of every 
interagency or interprogram dispute can be a difficult, 
time consuming, and even self-defeating task. Indeed, 
key figures at the highest levels often prefer not to 
become involved in such issues and, as Wood indicates, 
the demands from below can prove overwhelming. 
Departmental reorganizations and grant consolidations, 
which are often advocated as the ultimate solution, are 
similarly difficult to achieve in practice. Under these 
circumstances, "voluntary" coordination is necessary, 
some contend, and any steps which might promise to 
increase the effectiveness of such techniques merit 
consideration. 

Intradepartmental Coordination. Most of the dis- 
cussion in this chapter (and the other parts of thls 
report) has been concerned with the problems of grant 
coordination and intergovernmental relations on a 
governmentwide basis. It must be recognized, however, 
that identical concerns may arise within any one 
domestic department - especially within those which 
administer a considerable number of assistance pro- 
grams. Some departments, recognizing this, have made 
internal efforts at achieving uniformity and simplicity of 
procedure and strengthening communications with state 
and local governmental officials. 

The record suggests that, in most departments, grant 
administration was approached in the past on a strictly 
functional basis, with agency specialists working in- 
dependently with their counterparts at the state and 
local level. This Commission in its 1967 study, Fiscal 
Balance in the American Federal System, concluded: 

The strength of departmental and agency 
coordination activity depends to a large 
extent on the Secretary's or agency head's 
appreciation of the need for coordination 
and of its relationship to his management 
position, and on the administrative resources 
he devotes to meeting that need. Until quite 
recently, the record of department and 
agency heads' understanding of the political 
and intergovernmental implications of in- 
effective intradepartmental program co- 
ordination gave little basis for optimism that 
their units would or could cope successfully 
with the problems of intra-agency, inter- 



agency, or interlevel coordination of grants- 
in-aid. . . . [The] emphasis was on problems 
of fiscal management rather than intra- 
agency coordination of the several grant-in- 
aid programs impacting on state and local 
 government^.^ ' O 

During the intervening years, some departments have 
established a more impressive record in this area. The 
Department of Health, Education and Welfare - the 
largest grant disbursing agency - is one of these. Begin- 
ning in 1966, HEW made some effort to standardize and 
simplify its, then, more than 200 grant programs. The 
initial pressure on HEW for more uniform procedures 
came, not from state and local governments, but from 
universities. The large number of different kinds of 
reports required for HEW research grants had caused 
administrative difficulties for recipient institutions. 
Several top departmental officials had academic research 
backgrounds, and thus understood and were sympathetic 
to the universities' complaints. Shortly thereafter, Gov- 
ernor Farris Bryant, President Johnson's liaison with the 
governors, brought attention to similar difficulties in 
programs of aid to the states. 

In response, HEW launched its own effort to simplify 
its assistance programs through the Federal Assistance 
Streamlining Task Force (FAST). Top priority was given 
to program simplification - "cutting red tape." Through 
FAST, HEW participated fully in the Federal Assistance 
Review   FAR).^' ' The department has established an 
Office of Grants Policy and Regulation Development 
and has issued a comprehensive manual applying to most 
programs, titled Administration of Grunts. This 
manual incorporates the standardized procedures of 
three circulars (FMC 74-7, 74-4, and 73-8). By depart- 
mental policy, it applies to grants to school districts and, 
in some cases, non-governmental institutions, as well as 
general state and local governments. 

While this effort deserves recognition, it also must be 
noted that it still remains incomplete. A lack of 
uniformity among the planning requirements in HEWS 
formula grants continues to be a significant p r ~ b l e m . ~  ' 
Decentralization within the department is uneven. In 
part, these conditions reflect the administrative weak- 
nesses of the HEW Secretary and the Office of Grants 
Policy and Regulation Development. Certain depart- 
mental subunits, including the Office of Education,are, 
by law, responsible for the administration of their grant 
programs, substantially constraining the Secretary's in- 
fluence over them. 

Some of the more recently created agencies have 
sought to  simplify the grants management process from 

the start. One example is the Environmental Protection 
Agency, established in 1970, which initially had some 21 
grant programs. A set of integrated regulations was 
developed by EPA which permitted the use of a single 
application form for all of its programs. 

Recognition of the need for closer relations with state 
and local governments also has prompted some depart- 
ments to create special IGR units. Examples include the 
Department of Agriculture (Office of Intergovernmental 
Affairs); the Department of Transportation (Assistant 
Secretary for Congressional and Intergovernmental Af- 
fairs); Environmental Protection Agency (Office of 
Regional and Intergovernmental Affairs); and the Com- 
munity Services Administration (State and Local 
Government Division). Offices of this kind represent a 
useful innovation. Yet, even where they exist, they do 
not generally have responsibility for the full range of 
grant management procedures which are of greatest 
interest to state and local governments. 

The Department of Agriculture is an example of an 
old line department with comparatively little central- 
ized direction of its activities. Its programs - many of 
which are considered t o  be "cooperative agreements," 
rather than grants - operate with considerable auton- 
omy, and IGR responsibilities also are divided. The 
Office of Intergovernmental Affairs is responsible for the 
A-85 intergovernmental consultation process and main- 
tains a contact with the Federal Regional Councils. The 
Rural Development Service has taken the lead in 
connection with the department's participation in joint 
funding projects, which are administered by the FRCs at 
the regional level. Compliance with most of the grants 
management circulars (including A-95) is fmed in the 
procurement, grants, and agreements management staff 
of the Office of Operations. This third unit, which is also 
the contact with the General Services Administration on 
procurement matters, became involved in the grants 
management area as a result of its participation in the 
Federal Assistance Review. A single member of its staff 
deals with departmentwide grants management issues on 
a full-time basis.3 l 4  

Such a dispersal of responsibility is not unusual. The 
grants management coordinators interviewed by ACIR 
staff typically dealt with only one or two of the key 
procedures. Other circulars are handled by separate 
units. Moreover, in some cases, the offices which 
administer various circulars appeared to lack the organ- 
izational authority necessary to  do the job. Ties to field 
offices - which have the most day-to-day contacts with 
state and local governments - frequently were limited. 
All these factors can weaken effective departmental links 
with grant recipients and hamper oversight by OMB. 



A single office need not actually administer the full 
range of IGR-related procedures. Because the circulars 
are varied in nature, some organizational dispersion 
often may be required for effective implementation. 
Yet, adequate communication and coordination among 
the units are a clear necessity. Links with a department's 
technical assistance and liaison efforts are also useful. 
The recent report of the Study Committee on Policy 
Management Assistance indicated that: 

Agency intergovernmental relations offices 
have been of varying effectiveness, depend- 
ing upon agency needs for intergovernmental 
cooperation in accomplishing agency mis- 
sions. In most cases, the ties between these 
offices and those providing the functional 
elements of technical assistance are weak or 
nonexi~tent .~ ' 

Consequently, the study committee recommended: 

Each Federal domestic agency should clearly 
assign functional responsibility for: obtain- 
ing state and local inputs into agency pro- 
gram development; integrating the planning, 
management and assessment of capacity 
building programs within the agency; pro- 
moting integrated and effective R&D utiliza- 
tion, technical assistance and training 
activities in each agency; and providing a 
contact point for state and local 
 official^.^ ' 

Somewhat similarly, the Senate in 1974 adopted a 
resolution urging the President and the Congress to 
provide opportunities for meaningful state and local 
participation in the development of Federal programs 
and policies, specifically noting the necessity for such 
participation within the departments. The resolution 
stated in part: 

The President should insure that in every 
major Federal department and agency there 
is a focal point for state and local govern- 
ment involvement at a high level.3 ' ' 
SUMMARY AND CONCLUSIONS 

This chapter has reviewed and assessed the organiza- 
tion and operation of the Federal Executive Branch for 
the conduct of intergovernmental relations. Two distinct 
kinds of activities were considered: the determination of 

policy as it conditions the operation of the intergovern- 
mental system, and the ongoing, overall management of 
Federal assistance programs on an interagency basis. The 
focus of attention was on the period since 1969, because 
most of the contemporary machmery for intergovern- 
mental policy and management was developed during 
these years.   vents of the Johnson era, however, were 
not ignored. The problems which the recent organiza- 
tional reforms attempted to remedy, after all, became 
more pronounced during the Great Society, and the 
first steps toward their resolution also were made or 
initiated during this period. 

At the present, the most important responsibilities 
for intergovernmental relations on a governmentwide 
basis are divided three ways. The key actors are the 
Office of Management and Budget, the Domestic 
Council, and ten Federal Regional Councils. During the 
period examined here, an Office of Intergovernmental 
Relations within the Executive Office of the President 
and the General Services Administration's Office of 
Federal Management Policy also played significant roles. 
A review of the activities and an assessment of the 
effectiveness of these bodies have led to the following 
general conclusions: 

Better "coordination" of assistance pro- 
grams has been a Federal objective 
throughout the past decade. A wide 
variety of administrative reform has 
been executed, and still others proposed, 
in the pursuit of this goal. Traditional 
administrative theory suggests that co- 
ordinated action can be most readily 
attained through hierarchical organiza- 
tion, under the direction of a chief 
executive. Following this principle, the 
diversity of Federal policies and practices 
as they impact upon state and local 
governments has in the past led many 
analysts to recommend the creation of a 
"focal point" for intergovernmental rela- 
tions, under Presidential control, charged 
with the development and oversight of a 
consistent, governmentwide strategy for 
assistance programs and Federal-state- 
local relations generally. 

The practical effectiveness of centralized, 
hierarchical coordination systems has 
been increasingly questioned, and a new 
theoretical framework has emerged which 
challenges many traditional administra- 



tive precepts. Standard organizational 
theories, it is argued, have little relevance 
to many concerns in interagency and 
intergovernmental relations. It is sug- 
gested that sufficient coordination can 
often be obtained without recourse to 
luerarchical organization or centralized 
management. At the present time, then, 
experts in public administration offer 
conflicting counsel, making the selection 
of a specific course of action more 
difficult and controversial. 

0 The Office of Management and Budget 
has not become the significant force for 
management improvement which was 
anticipated upon its creation in 1970. 
Despite several reorganizations aimed at 
attaining a better balance among its 
activities, the office continues to con- 
centrate its attention and resources on 
budgetary issues. Its numerous initiatives 
in the grants management area have been 
hampered by a lack of top-level cornmit- 
ment, poor internal coordination, exces- 
sive staff turnover, and procedural weak- 
nesses. As a consequence, a high level of 
cooperation and compliance by Federal 
agencies has not been attained. 

0 The Domestic Council, created in 1970, is 
charged with the development and review 
of Federal policy in most areas of domes- 
tic activity. Since late 1972, the council 
has also served as the primary link be- 
tween the President and elected officials 
of state and local government, and is 
mandated to identify and report to the 
President on various problems of inter- 
governmental relations. These latter 
activities had previously been assigned to 
the Office of Intergovernmental Relations 
directed by the Vice President. 

0 The council's operations have varied from 
year to year. Most recently, it has oper- 
ated chiefly as a staff agency of the 
President, rather than as a forum for 
policy deliberation, and has been con- 
cerned primarily with providing short- 
range background information rather 
than long-range policy analysis. 

Hampered by a small staff, it has devoted 
comparatively little attention to the field 
of intergovernmental relations and has 
not provided sufficient representation of 
the concerns of state and local govern- 
ments within the Executive Branch policy 
process. 

0 The Office of Federal Management Policy 
of the General Services Administration 
was, until the end of 1975, responsible 
for a number of grants management 
procedures initiated earlier by the Office 
of Management and Budget. Its perform- 
ance was generally satisfactory, although 
the office was constrained to some degree 
by a small staff and limited support from 
the OMB, whlch retained oversight 
responsibility. Despite this record, the 
division of closely related activities be- 
tween these two units was controversial 
and, in the opinion of many observers, 
inappropriate. 

0 The Federal Regiond Councils have as 
yet made but slight contributions to the 
coordination of Federal program opera- 
tions and the strengthening of relations 
among the levels of the intergovernmental 
system. While individual councils have 
engaged in a variety of useful activities, 
overall performance still falls short of 
initial expectations in these two areas. 
The decentralization of assistance pro- 
grams, which is necessary to the full 
success of the FRCs, has been limited and 
uneven. The councils also have been 
constrained by features of their own 
organization and staffing and by insuf- 
ficient external support and guidance 
from the Under Secretaries Group for 
Regional Operations and the Office of 
Management and Budget. 

0 Interagency committees, though utilized 
frequently in an attempt to attain co- 
ordinated action among the programs of 
Federal departments, have generally been 
unable to meet this objective. At present, 
and in contrast to past practice, the 
Office of Management and Budget does 
not monitor and attempt to strengthen 
the performance of interagency cornmit- 



tees, or to reduce the number of ineffec- 
tive committees, on a systematic basis. 
Other techniques of "voluntary" coordi- 
nation, including convener or lead agency 
disignations and interagency agreements, 
have also proven to be ineffective in 
many instances. 

A number of Federal departments have 
taken steps to secure the more uniform 
and simplified administration of their 
grant programs, and to provide a point of 
contact concerning intergovernmental re- 
lations. Despite these positive actions, 
however, most departments lack an office 
capable of playing a leadership role in all 
major areas of intergovemmenta concern. 

A lack of continuity in organization, 
staffing, and White House support and 
leadership has posed significant ob- 
stacles to stronger intergovernmental rela- 
tions and better grant program coordina- 
tion. Many observers regard a high degree 
of Presidential interest and commitment 
as the key to effective performance of 
Executive Office staff units. 
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Chapter V 

Federal Procedures for 
Strengthening State and Local 

Coordination and Discretion 

S 
tate and local governments have had mixed success 
in recent years in strengthening their capacity for 
policy formation and program administration. 

Some of the obstacles they have encountered are related 
to the grant-in-aid system. That system has funded an 
increasing share of state and local expenditures,' and 
this share - particularly the categorical part of it - has 
had a powerful influence on the way state and local 
governments organize and make and carry out policy. 

This impact was the subject of organized concern as 
early as the Kestnbaum Commission on Intergovern- 
mental Relations in 1955. A consultant to the com- 
mission reported that, prior to creation of the comrnis- 
sion in 1953, very little thought had been given in 25 
states studied to the overall impact of Federal aid on the 
political structure and functioning of state and local 

The attention given by the commission 
itself, in the consultant's report, seemed more concerned 
with gauging the kind and extent of adverse effects on 
the recipient jurisdictions than with the possible positive 
effects. Thus, a primary conclusion of the survey report 
was that "the overall impact of Federal grants had had 
relatively little adverse effect in a majority of the states 
studied. In other words, the political complaints on this 
score have been e~aggerated."~ Since that time, state 
and local governments have continued to be concerned 
with minimizing the negative impact of Federal grants. 
Witness the continuing outcry over red tape, the pressure 



for standardization and simplification of administrative 
procedures, and the general thrust for more flexibility 
and discretion for state and local governmental recip- 
ients. At the same time, the growing stake of the Federal 
government in the grant system, inherent in the expan- 
sion of Federal grant outlays from $3.2 billion in 1955 
to  $59.8 billion in 1976, has intensified the Federal 
government's interest in assuring that grant dollars are 
spent with maximum efficiency and effectiveness. And, 
since state and local governments are at the point of 
service delivery in the expenditure of these funds, t h s  
means that the Federal government is acutely concerned 
over the capacity of those governments to spend and 
administer effectively. It now is concerned not only with 
avoiding fraud and incompetence in the use of Federal 
grant funds, but also in improving the management 
capacity of state and local grant recipients. 

Yet concern for strengthened state and local govern- 
ment is not, of course, narrowly confined to assuring 
"more bang for the Federal buck." It has a broader 
political and philosophical base as well: fostering a 
strong Federal system whch  can preserve and promote 
the traditional American values of pluralism, regional 
differences, experimentation, active citizen participation 
and involvement in the political process, and protection 
against concentration of power. All these objectives can 
be seen or implied in the theoretical bases of the 
Creative Federalism of the later years of the Johnson 
Administration and the New Federalism of the Nixon 
Administration. 

This chapter looks at one slice of the Federal effort 
t o  strengthen state and local grants management. I t  is 
directed at appraising several new processes designed to 
help states and localities achieve better coordination of 
Federal programs at the point of service delivery and 
expand their discretion in use of program funds. The 
focus is on the coordinative processes made available to 
the grant recipients, not on the more direct Federal 
capacity building efforts, such as grants for planning and 
management (e.g., the "701" program) or for training of 
personnel (e.g., the programs under the Intergovem- 
mental Personnel Act). The broad spectrum of capacity 
building efforts, existing and proposed, is covered in a 
recent report by an interagency group set up by the 
Office of Management and Budget? 

The specific coordinative measures examined here are 
OMB Circular A-95, Annual Arrangements and CERC, 
Integrated Grant Administration, the Joint Funding 
Simplification Act, and the proposed Allied Services 
Act. These represent another facet of the overall Federal 
efforts at  "middle range" reform of the intergovern- 
mental grant system. 

OMB CIRCULAR A-95, EVALUATION, 
REVIEW, AND COORDINATION OF 

FEDERAL AND FEDERALLY ASSISTED 
PROGRAMS AND PROJECTS 

OMB Circular A-95 establishes procedures for co- 
ordinating Federal and Federally assisted porgrams and 
projects with each other and with state, regional, and 
local plans and programs. The need for such coordina- 
tion stemmed from several conditions. At the Federal 
level, there were numerous programs of assistance to 
state and local government that developed piecemeal, 
reflecting no.  consistent policy or administrative pro- 
cedures. Often these programs were duplicative and 
sometimes even conflicting. At the state level, governors 
were frustrated and "bypassed," since many Federal 
programs were operating outside their executive control. 
Local government suffered from the inability to deal 
with areawide problems in an organized, coherent way. 
Many Federally assisted programs had to  transcend local 
boundaries in order to acquire the areal scope necessary 
to deal with the underlying problems. Often, beginning 
in the early 1960s, metropolitan areas experienced an 
increase of single and multipurpose areawide special 
districts fostered by Federal programs. This added to  the 
fragmentation of local government. 

The general thrust of the A-95 response to  these 
problems was, and is, to promote communication and 
coordination between generalists and specialists at all 
these governmental levels and to encourage an expanded 
decision-making process. "It substitutes the politics of 
negotiation for the politics of bypassing,"5 which had 
been characterized by "vertical functional autocracies" 
and debilitated general purpose governments. The end 
result sought is promotion of the sound and orderly 
development of urban and rural areas for the optimum 
social and economic development of the nation. 

A-95 emanated from the Federal Assistance Review 
(FAR) effort. It was developed to  carry out Title IV of 
the Intergovernmental Cooperation Act of 1968 and 
Section 204 of the Demonstration Cities and 
Metropolitan Development Act of 1966. Section 401 of 
the former act establishes five management goals which 
are now incorporated in the A-95 process: 

401(a) requires the President to establish 
rules and regulations to govern the formu- 
lation, assessment, and review of direct 
Federal and assistance programs having an 
areawide impact. The Congressional man- 
date was that such rules and regulations 



shall provide for consideration of seven 
objectives (land use, natural resources 
conservation, balanced transportation 
systems, adequate recreation and open 
space, historic and natural beauty site 
protection, properly planned community 
facilities, and high design standards). 

401(b) requires that, to the extent pos- 
sible, all views - national, regional, state, 
and local - shall be considered in plan- 
ning Federally assisted projects. 

401(c) requires that Federal aid programs 
for urban development purposes shall be 
consistent with state and regional com- 
prehensive planning goals. 

401(d) establishes a Congressional policy 
of coordmation and consultation between 
and among Federal agencies administering 
development assisthce programs. 

401(e) deals with the functional planning 
requirements under separate Federal assis- 
tance programs and seeks to coordinate 
and integrate them into local and regional 
comprehensive planning efforts. 

The circular has four parts: 

Part I, "The Project Notification and 
Review System," deals with state and 
local review of applications for Federal 
assistance. 

Part 11, "Direct Federal Development," 
provides for consultation by Federal 
agencies with state and local government 
on direct Federal development. 

Part 111, "State Plans and Multisource 
Programs," requires gubernatorial review 
of Federally required state plans and 
clearinghouse review of plans for activ- 
ities being funded from several program 
sources. 

Part IV, "Coordination of Planning in 
Mult ijurisdictional Areas," promotes 
coordination of Federally assisted plan- 
ning at the substate regional level. 

While directed at improved coordination and com- 
munication, the circular itself cannot assure achievement 
of those objectives. It provides an opportunity for state 
and.local governments to do so within their jurislctions. 
As stated in an OMB publication:6 

All of the requirements of A-95 go to 
Federal agencies and applicants for Federal 
assistance. . . . A-95 is designed to provide an 
opportunity for governors, mayors, and 
county officials and other state and local 
officials, through clearinghouses, to in- 
fluence Federal and Federally assisted pro- 
grams and projects that may affect their own 
plans and programs. 

Part I: The Project Notification and 
Review System (PN RS) 

The Demonstration Cities Act o f  1966, section 204, 
had provided the foundation for the areawide review 
mechanism that is the focus of Part I. Implemented 
initially through BOB Circular A-82, the 1966 provision 
required that after June 30, 1967, all applications for 
Federal grants to aid the planning or building of public 
projects under 36 specified programs had to be referred 
to a policy board consisting of locally elected officials. 
The areawide agency reviewed and commented on a 
project based on its relevance to local comprehensive 
planning. The agency's recommendations then accom- 
panied the grant application to the Federal grantor 
agency for consideration in funding decisions. Title IV 
of the 1968 Intergovernmental Cooperation Act streng- 
thened and expanded this review process. 

The Project Notification and Review System (PNRS), 
Part I of A-95, is the basic procedure for review of 
applications for Federal assistance under covered pro- 
grams. It is designed to function at the outset as an 
"early warning system." The early warning occurs when 
an aspiring applicant decides he will seek Federal 
assistance. At that point he submits a Notification of 
Intent (NOI) to apply for Federal assistance - a brief 
summary description of the proposed project - to the 
state and areawide clearinghouses. The clearinghouses 
are generally comprehensive planning agencies and, at 
the areawide level, are usually composed predominantly 
of elected officials of general purpose units of govern- 
ment. During an initial 30-day period, the clearinghouse 
circulates the NO1 to organizations at the state and local 



level which have a possible interest in the project and 
receives comments. If there are no controversial com- 
ments, the A-95 process is considered completed, 
and the applicant can submit a formal application. 

If issues are developed during the first 30-day period, 
the review enters a second phase. The clearinghouses 
initiate fact-finding activities, conferences, and efforts to 
resolve issues. If agreement is reached, the review may be 
completed and comments may be submitted to the 
applicant. If problems cannot be resolved, the applicant 
can complete the formal application and initiate the 
second 30-day review period. At this point, the clearing- 
house and other concerned parties comment on the 
formal application. These comments are then forwarded 
with the application to the Federal or state agency 
which administers the program involved. 

If the review and comment process is initiated late in 
the application cycle, it becomes less effective. The early 
warning system also serves to alert applicants to prob- 
lems before they invest considerable time and money 
preparing a formal application.' 

Clearinghouses 

Most of the clearinghouses are councils of govern- 
ment (COGs). Many are the areawide comprehensive 
planning agency as well as the clearinghouse. Three types 
of clearinghouses are prevalent: 

State - an agency of the state govern- 
ment designated by the governor or state 
law to carry out Part I. 

Areawide 
- (1) In non-metropolitan areas, a com- 
prehensive planning agency designated by 
the governor or state law. Most are COGs 
or regional planning commissions (RPCs), 
while some are economic development 
districts (EDDs). 
- (2) In metropolitan areas, an areawide 
agency recognized by OMB as an appro- 
priate agency to perform the review 
functions under the circular. Usually it is 
a COG or RPC. 

OMB Circular A-95 does not actually define what 
clearinghouses are, but the functions identified in the 
circular suggest that they should be multijurisdictional, 
have a comprehensive planning capability, and employ 
planning and administrative staff. These functions 
include : 

receiving project notifications from grant 
applicants; 
identifying appropriate state or local 
agencies with possible interest and plans 
or programs which could be affected by 
the proposed project; 
disseminating project notifications to 
relevant agencies for review; 
acting as liaison between reviewers and 
applicants; 
conducting their own evaluation of the 
project based on statutory criteria and in 
relation to state, areawide or local plans 
and programs; 
sending comments to the applicant and, 
when necessary, to the Federal funding 
agency; and 
observing the time constraints on the 
review process so as to avoid undue 
delays in submitting applications. 

ACI R's 1972 Report 

The 1972 report on substate regionalism by the 
Advisory Commission on Intergovernmental Relations 
included an evaluation of PNRS based on a survey by 
the ACIR and the National Association of Regional 
Councils (NARC) on the jurisdiction, structure, func- 
tions, and finances of regional councils, and a 1971 
survey of clearinghouses by OMB.* Sixty-four percent of 
the respondents to the OMB questionnaire reported that 
most applicants sent in their NOIs early enough, and 71 
percent said the information was adequate. Sixty-four 
percent indicated that about 90 percent of the reviews 
were completed within the first 30-day period. Nearly 
half said that conferences were needed in fewer than 10 
percent of the cases. Seventy-six percent of the clearing- 
houses said that comments received from reviewers were 
added to their own and passed on to the applicant. 
Eighty-four percent claimed that critical or negative 
comments were submitted with the applications in less 
than 10 percent of the cases. 

The OMB survey findings were confirmed by the 
ACIR-NARC survey. Well over 80 percent of the 
clearinghouses believed that the formal PNRS process 
benefited individual projects and general intergovern- 
mental understanding and coordination in their region. 
However, only 45 percent of the respondents indicated 
that the formal A-95 process had caused substantive 
changes in, or withdrawal or consolidations of, applica- 
tions. The report speculated that this clearinghouse 



reluctance to make critical or negative reviews causing 
major application modifications could stem from a 
number of variables: the absence of areawide plans, 
policies, or other criteria for evaluating proposals: the 
tendency to rubber stamp projects due to limited agency 
staff, funds, and time; and the tendency for projects to 
be modified before they entered the formal review 
process. The last point was supported by the survey 
finding that 58 percent of the respondents felt that 
substantive changes had been made in project applica- 
tions, and 40 percent stated that applications had been 
withdrawn. 

The ACIR report concluded: 

. . . the clearinghouses rate the performance 
record of PNRS as mixed, and their assess- 
ment of Federal agency A-95 activities is 
somewhat ambivalent. The survey results 
reveal that some clearinghouses are devoting 
their professional staff time and state and 
local funds to establishing an areawide 
planning and development intelligence sys- 
tem and to making the regional review 
process work. These bodies have been able 
to bring about substantive changes or with- 
drawals of state, regional, or local applica- 
tions that propose duplicative or poorly 
conceived projects and indirectly save tax- 
payers' dollars. And some have provided 
technical assistance to local governments and 
educated county and city officials about 
regionalism and the utilization of Federal 
resources. At the same time, however, other 
A-95 agencies have been unwilling or unable 
to make the necessary staff, time, and 
financial commitments to the review pro- 
cess, and have done little more than rubber 
stamp applications.g 

Other Evaluations: 197 1-1 974 

Other individuals and organizations have appraised 
the functioning of the PNRS, concurrent with and 
following the ACIR study, sometimes broadening their 
focus to include the role of the state, Federal grantor 
agencies, and OMB, as well as the performance of the 
state and areawide clearinghouses. Noteworthy among 
these are assessments by the Council of State Govern- 
ments, the National Association of Regional Councils, 
the Urban Data Service of the International City 
Management Association, a group of consultants to 
HUD, and a specialist on civil rights matters. 

CSG. The Council of State Governments (CSG) 
examined the PNRS in 1971 as part of an overall look at 
state implementation of the Intergovernmental Coopem 
tion Act of 1968.' O It found that, in general, the PNRS 
and clearinghouses had been well received and were 
operating effectively in promoting project-by-project 
planning and coordination. The early warning feature 
was the single most effective element in the system. The 
report cited numerous specific examples of PNRS 
benefits, compiled by OMB. 

On the other hand, CSG concluded that the PNRS 
had not reached the point of being used as a major 
vehicle for implementing statewide and areawide policies 
and priorities. This was due to the fact that most 
clearinghouses had not developed sophisticated policy 
and coordination processes and, at the state level, had 
not received the necessary recognition and support of 
the governors. 

Among the problems CSG found with PNRS imple- 
mentation was inadequate applicant understanding of 
the process, failure of Federal agencies to inform their 
personnel of A-95 requirements (although this was a 
diminishing criticism), their failure to provide feedback 
to clearinghouses on the disposition of project applica- 
tions, timing of notification of intent to apply, and the 
cost of conducting reviews and the lack of additional 
funding to pay for it. CSG recommended steps to deal 
with these problems, addressed to Federal agencies, 
OMB, and state governments. 

A 1975 CSG study, focused on state planning, found 
that the most common complaint from state officials 
was directed at the inadequacy of the review process due 
to limited program coverage by A-95.' ' The study went 
on to note, however, that apparently most states do not 
realize that they have authority under the circular to 
exercise jurisdiction over all Federal programs, including 
those not listed in the circular, "unless the head of the 
Federal program agency determines that such require- 
ment would be inconsistent with the Federal law on 
which the program is based and the objectives of the 
circular."12 The study found that several states have 
moved to broaden the review process in this way, by 
executive order or legislation.' 

NARC. In 1971 the National Service to Regional 
Councils (now the National Association of Regional 
Councils - NARC), made a generally favorable report on 
experience under PNRS.' At that time, about 340 
clearinghouses had been established, all but a few of 
which were regional councils (in February 1976 there 
were 535 areawide clearinghouses). NARC said that 
while it was difficult to ascertain the actual payoffs of 



the PNRS, important benefits were the establishment of 
a coordinative process and the direct monetary savings 
that stemmed from preventing poorly conceived, in- 
consistent, or duplicative projects. NARC gave examples 
of how the process improved projects, reduced costs, 
and prevented duplication. 
ICMA. Also in 1971, the International City Man- 

agement Association (ICMA) conducted a mail survey of 
city and county officials to give them an opportunity to 
describe their experience with the A-95 PNRS.' ' Sixty- 
six percent of the cities over 25,000 population re- 
sponded, and 39 percent of the counties in the same 
population group. 

Major findings included: 

0 Ninety percent of the cities and 93 
percent of the counties had grant pro- 
posals reviewed by local clearinghouses. 
By July 1971, the average city had 10.1 
proposals reviewed and the average 
county 18.8. 

0 Twenty-nine percent of the cities and 47 
percent of the counties adjusted their 
grant applications as a result of the 
PNRS. 

Some of the principal accomplishments 
that the respondents saw stemming from 
the PNRS were, in order: (1) promoting 
orderly development; (2) getting mean- 
ingful feedback from local governments; 
(3) identifying weaknesses in project 
proposals; and, (4) identifying new pro- 
ject opportunities. The responding coun- 
ties reflected a greater feeling of accom- 
plishment in these areas than did the 
citiesybecause, according to ICMA, their 
size caused them to be more affected by 
the A-95 process. 

0 On a scale of one ("not helpful") to five 
("very helpful"), counties rated the over- 
all helpfulness of PNRS at 2.8 compared 
to 2.2 by cities. Larger jurisdictions gave 
lower overall evaluations than smaller 
ones. 

0 On the issue of the amount of time 
required for the grant application process 
due to  A-95, cities and counties both gave 
an overall rating of 3.0 where five was 

"no increase in time" and one was "much 
more time required." 

0 Both cities and counties agreed that 
PNRS made administrative procedures 
somewhat more complex. 

0 On a scale of one ("inadequate") to five 
("very adequate"), counties rated ade- 
quacy of information available on A-95 
procedures at 3.3 overall, compared to 
3.0 for cities. The larger the unit, the 
better was the information. 

0 With regard to the overall usefulness of 
the PNRS, on a five-point scale, with one 
indicating that A-95 is of "no use" and 
five that it is "very useful," cities gave it 
an overall rating of 2.7, indicating that 
they were slightly critical of its useful- 
ness. Counties registered an overall favor- 
able ranking of 3.5. Looking at the 
distribution of the cities' responses, the 
author says it "suggests that there is only 
moderate satisfaction with A-95 on the 
part of the cities and that they feel that 
the process should be improved." 

0 Few respondents (7 percent for both 
cities and counties) identified Federal 
agencies which ignored local comments 
through PNRS. The author notes, how- 
ever, that "many written comments in- 
dicate a feeling that the Federal agencies 
are not supporting the A-95 process." 

0 The most frequent improvements sugges- 
ted by the respondents were the need for 
state governments' submission of their 
projects and programs for review, greater 
feedback and support from Federal 
agencies, extension of coverage to more 
grant programs, more effective state 
clearinghouses, and more guidance from 
OMB. 

HUD-Contracted Study. In one of a series of studies 
on local government experience in coordinating pro- 
grams affecting community development, HUD con- 
tracted with consultant firms to examine local govern- 
ment participation in the A-95 PNRS. The resulting 
1973 report made a number of observations and 



recommendations on the role of the several participants 
in the process.1 

At the Federal level, it found limited commitment of 
staff and funds to PNRS. Most OMB effort was devoted 
to developing procedures and conducting orientation, so 
that there was no systematic monitoring and enforce- 
ment of Federal agency participation. Federal agencies 
responded to the letter of the PNRS requirements at 
their own pace and with no major efforts to emphasize 
use of PNRS comments in funding procedures. Despite 
this limited Federal commitment, PNRS had support 
from states, areawide councils, and public interest 
groups. This encouraged OMB to expand the program 
coverage substantially. 

The report found that state governments had acted 
with alacrity to form state and areawide clearinghouses. 
Neither type of clearinghouse encouraged active local 
government participation in the PNRS process. This was 
one reason local government involvement was very 
limited. Others were local officials' narrow views of the 
responsibilities of their governments; local governments' 
fragmented and uncoordinated objectives; their shortage 
of staff; failure to exploit already existent opportunities 
for review and policy influence; and local officials' 
unawareness of the independent local role available in 
the PNRS process. 

The report's recommendations for Federal action 
focused on improving local government participation in 
the PNRS process but were, in most cases, similar to 
other proposals to strengthen the process generally. It 
called for greater effort to provide information to 
potential participants, positive responses by Federal 
agencies to comments on grant applications, and in- 
creased funding for PNRS activities conducted by states, 
areawide councils, and local governments. Unlike other 
critics, however, the consultants thought OMB's enforce- 
ment through response to complaints "seems to be on 
the right track," though they felt that OMB should make 
its appeal function more formal and more generally 
recognized. 

HUD's 1974 Report on Coordinating Mechanisms. In 
January 1974, HUD published an interim report on a 
comparative evaluation of the CERC procedures and 
other local coordinating mechanisms prepared by an 
interagency task force of representatives from OMB, 
HEW, DOT, EPA, Labor, and HUD for the Under 
Secretaries' Working Group.' ' The evaluation was con- 
ducted in Houston, Texas, and Seattle, Washington, and 
in addition to the A-95 Project Notification and Review 
System, dealt with the Chief Executive Review and 
Comment (CERC), the Integrated Grant Administration 

Program (IGA), CDA Sign-Off (Certification of HEW 
Model Cities Relatedness), and the OEO Checkpoint 
Procedure for coordination.' The preliminary findings 
were based on an analysis of the effectiveness of each of 
the five mechanisms in meeting the goals established for 
it by sponsoring agencies, the cities, and other gran- 
tees/participants. 

In the two cities, the task force examined the several 
coordinating devices from the standpoint of their impact 
on planning and city priority setting, the impact on 
coordination, the impact on responsiveness of levels of 
government to the local chief executive and city 
departments, the role of Federal Regional Councils and 
Federal agencies, the procedures and organization for 
processing applications for review, the review of applica- 
tions, and the funding and costs of the processes. 

The report found that A-95 was significantly less 
effective as a coordinating mechanism than either CERC 
or IGA in both cities. In Houston, A-95 scored 34.5 on 
the rating scale (maximum score: 100) compared to a 
CERC score of 65.4. In Seattle, the difference was even 
larger. The major elements of A-95 that made it less 
effective than CERC, the report concluded, were: (1) 
lack of local staff capacity to provide city comments on 
applications submitted to  the areawide clearinghouse for 
review, (2) lack of substantial Federal commitment (i.e., 
Federal Regional Council support, Federal agency 
accountability to local comments, and direct contact 
between the local chief executive and Federal agencies), 
and (3) limited program coverage. 

In a letter transmitting the evaluation report to the 
chairman of the Under Secretaries' Working Group 
(USG),19 HUD's Office of Evaluation noted that the 
November 13, 1973, revision of the circular did not alter 
the report's findings on the relative effectiveness of 
A-95. The two most significant changes made by the 
revision, the letter said, were the new requirement that 
the Federal funding agency must provide the clearing- 
house with an explanation in writing when it approves 
an application against the recommendation of the 
clearinghouse, and the expansion of coverage by 57 
programs. 

The evaluation identified a potential problem in the 
overlap among the six coordination mechanisms. This 
overlap was intensified by additional types of coordina- 
ting mechanisms being developed in other cities and 
states. The latter include the Metropolitan Area Review 
and Comment (MARC) procedure in the Dallas/Fort 
Worth area. HUD proposed that the Under Secreatries' 
Working Group consider the elimination or consolida- 
tion of some of the coordinating devices. It  found the 
principal overlap was between CERC and A-95 and 



suggested three alternative ways of partially or com- 
pletely merging the two: (1) strengthening A-95 by 
merging CERC completely with it, similar to the MARC 
procedure, (2) operation of A-95 and CERC as parallel 
systems, similar to the approach used in Seattle, and (3) 
using A-95 for pre-notification and CERC for applica- 
tion review. 

The Under Secretaries' Working Group chose the first 
option and asked HUD to develop a policy paper 
reflecting that decision. The paper was developed but 
never transmitted to the USG." It stated that a merger 
of the best features of the two mechanisms should have 
due regard for both local priorities and metropolitan 
considerations. It identified the necessary features of 
such a merged mechanism, including the following new 
ones for A-95: (a) OMB should develop suggested 
criteria for assessing the areawide implication of funding 
requests; (b) each member jurisdiction should be en- 
couraged to appoint an A-95 liaison person to receive 
applications for review and comment from the clearing- 
house; (c) when an application is funded in spite of 
negative comments by a member jurisdiction affected by 
the project, Federal agencies should explain funding 
actions to the member jurisdiction (Le., not merely to 
the clearinghouse); and (d) local elected officials should 
select additional Federally aided programs to be re- 
viewed by their respective A-95 body, which member 
jurisdictions, especially the larger, consider will have a 
sigmfkant impact on them." 

The Joint Center for Political Studies - Civil Rights. 
One of the stated purposes of A-95 is to further the 
objectives of Title VI of the Civil Rights Act of 1964, 
which provides that 

No person in the United States shall, on the 
ground of race, color or national origin, be 
excluded from participation in, be denied 
the benefits of, or be subjected to discrimi- 
nation under any program or activity re- 
ceiving Federal financial assistance. 

The purpose of Part I, PNRS, includes providing 
"public agencies charged with enforcing or furthering 
the objectives of state and local civil rights laws with 
opportunity to participate in the review process. . . ." 
One of the prescribed functions of clearinghouses then is 
to  provide civil rights agencies "with opportunity to 
review and comment on the civil rights aspects of the 
project for which assistance is sought." In addition, A-95 

includes among the subjects for review and comment by 
clearinghouses, "(T)he extent to which the project 
contributes to more balanced patterns of settlement and 
delivery of services to all sectors of the area population, 
including minority groups." 

In 1974, Milton D. Morris, a public policy fellow of 
the Joint Center for Political Studies, undertook a brief 
examination of the PNRS with special emphasis on its 
contribution to protecting the interests of blacks and 
other minority groups with respect to Federally funded 
projects.'2 Morris found that the process helped 
minority groups indirectly through its general contribu- 
tion to greater efficiency in the use of Federal funds, 
although its full potential in this regard had not been 
realized. Yet minority groups had not, for the most part, 
taken full advantage of their opportunities to work 
through civil rights agencies to provide an input into the 
review process. 

Moms saw the PNRS as a tool for engaging in new 
and more subtle forms of discrimination in Federally 
funded programs, such as exclusionary zoning and 
no-growth policies in the housing area. Also, citing 
experience in San Francisco, he identified several prob- 
lems that impeded effective use of A-95 for civil rights 
ends: inadequate funding for staff and support facilities; 
provision for civil rights agencies to have the oppor- 
tunity to review and comment, rather than a require- 
ment that clearinghouses initiate civil rights reviews; and 
the lukewarm attitude of some Federal agencies toward 
A-95.' Morris believed that these problems arose from 
the fact that "the procedure was not really designed to 
accommodate civil rights, and the issue is not one in 
which OMB has demonstrated interest." The root cause 
was that the Civil Rights Act requires a finding of 
discrimination after a project has actually operated in a 
discriminatory manner, while A-95 functions at a much 
earlier stage. 

To exploit the A-95 potential for promoting civil 
rights objectives, Moms urged civil rights groups to 
become more alert to the PNRS. In addition, he 
recommended that the circular be amended to require 
rather than permit reviews by civil rights agencies:' 
more clearly specify the scope of review, and require 
Federal funding agencies to consider only those applica- 
tions that had received an A-95 review." He also 
proposed basic funding to environmental and civil rights 
agencies to ensure effective review and comment. These 
moves, he recognized, would require a greater com- 
mitment of manpower and systematic and forceful 
administration by OMB. But he also called for a stricter 
state commitment in funding, education of clearing- 
house officials and community organizations about civil 



rights reviews procedures, and subjection of all state- 
funded projects to A-95 review. 

House Hearings 

In its hearings on "New Federalism" in early 1974, 
the Intergovernmental Relations Subcommittee of the 
House Committee on Government Operations asked 
OMB to explain in detail the problems involved in 
securing compliance with A-95.26 From the context of 
the question, it was apparent that the subcommittee's 
interest was in Part I. 

In its written reply, OMB stated that implementation 
problems centered on three factors: the natural lag in 
communicating governmentwide policies and procedures 
throughout the bureaucracy in Washington and the 
field; "(T)he radical aspect of A-95 in shifting evaluation 
of Federal and Federally assisted projects from purely 
Federal to a joint Federal-state local evaluation; and 
from an orientation to  internal project quality to include 
consideration of its external impacts on other activities, 
both within the applicant jurisdiction and on plans and 
programs of other jurisdictions"; and the time needed 
for states and localities to develop institutional capa- 
bility to make effective inputs into project evaluation. 

On the second problem, OMB saw a slow but steady 
diminution in its importance. Acknowledging that over- 
sight was essentially via complaints, OMB said that the 
number of complaints had decreased steadily, although 
they went up from time to time in response to the 
addition of new programs under the PNRS. 

On the matter of state and local capability, OMB said 
that the then 470 areawide clearinghouses varied widely 
in competence. Inadequate staffing and the absence of a 
direct Federal funding source were problems. In contrast 
to these difficulties, OMB cited NARC'S estimated 
savings of $500 million annually from the review 
process. 

OMB noted the small oversight staff in OMB, re- 
sulting in unsystematic and sporadic outreach to the 
field, and indicated that limited oversight and com- 
pliance should be vested in the Federal Regional 
Councils, claiming that some FRCs had already tried to 
strengthen implementation on their own initiative. OMB 
said that greater use of the FRCs in the A-95 process was 
then under study. 

GAO Study 

In early 1975, the General Accounting Office issued a 
report on its study of whether coordination among 

Federal, state, and local governments had improved as a 
result of implementation of Parts I and I1 of A-95." In 
regard to Part I, the Project Notification and Review 
System (PNRS), it found that some projects with 
significant impact on local planning and development 
were not subject to PNRS, because their funding programs 
were not covered by, the circular, and there were 
frequent changes in the number and nature of Federal 
programs covered. As a result, participants in the PNRS 
were uncertain as to what programs were covered, 
clearinghouses were hampered in determining whether 
proposed projects had potential impact, and state and 
areawide planning activities were handicapped by in- 
complete data. 

GAO found that the several parties in the PNRS 
process were not fully complying with the circular, 
mostly because of confusion and misunderstanding as to 
the requirements and procedures. Applicants were not 
entering proposals consistently, not giving clearinghouses 
enough time to review project proposals, contacting 
either the areawide or state clearinghouse but not both, 
and not transmitting review comments with the applica- 
tions to  funding agencies. Clearinghouses were uncertain 
about the time allowed to review applications, and 
generally not working with applicants and commentators 
to resolve conflicts. For their part, Federal agencies 
often reviewed and approved applications without evi- 
dence that applicants had complied with the PNRS 
requirements, did not adequately instruct applicants in 
those requirements, and failed to inform clearinghouses 
of the disposition of applications subject to PNRS. A 
result of these Federal agency failures was that state and 
local governments did not consistently have a chance to 
review proposed projects. 

OMB administered the circular with very limited 
staff, GAO found, with the result that there were wide 
variations among Federal agencies' implementing regula- 
tions, and the office relied on complaints rather than a 
positive approach for monitoring compliance. Policy 
interpretations were issued to individual parties rather 
than to the entire audience a f fe~ ted . '~  Overall, these 
practices contributed to inconsistent implementation of 
the circular. GAO supported use of the Federal Regional 
Councils to help in coordinating circular activities, but 
expressed concern over limited council staffing and 
Federal agencies' commitment to the councils. 

GAO recommended that OMB revise Part I of A-95 to 
make the PNRS apply to all Federal financial assistance 
programs that impact on area or community develop- 
ment. It also urged clarification and strengthening of 
some of the provisions of Part I, such as: 



explaining more fully the timing of steps 
in the notification and review process; 
encouraging clearinghouses to establish a 
focal point for receiving and clearing 
proposals; and 
directing Federal agencies to refuse accep- 
tance of an application subject to A-95 
unless clearinghouse comments or clear- 
ances are attached or the time for review 
has elapsed. 

GAO also recommended that OMB tighten up PNRS 
administration by such steps as directing funding 
agencies to notify clearinghouses of the disposition of 
applications and aggressively monitoring compliance by 
initiating direct contact with Federal agencies, clearing- 
houses, and applicants. Further, GAO urged OMB and 
the Under Secretaries' Working Group to provide de- 
finitive direction and support to Federal Regional 
Councils for their role in administering the circular, and 
to  give the councils the resources to pursue aggressive 
monitoring. 

OMB agreed that the GAO report accurately identi- 
fied the major shortcomings in implementation of A-95. 
While it found general support for the recommendations 
among all the participants in the process among whom it 
had circulated the report, it reported that there were 
substantial reservations centering on the question of 
resources to carry out the recommendations. The latter 
consideration led it t o  believe that the recommendations 
would have to be approached selectively. Among the 
changes OMB thought could be undertaken without new 
resources were : 

revision of the circular to provide many 
of the recommended clarifications; 
a study of selective expansion of PNRS 
coverage to assure inclusion of programs 
having major impact on state, areawide, 
and local plans and programs; 
a study of ways to  make more effective 
use of Federal staff for monitoring; and 
exploration of the feasibility of having 
Federal agencies include evaluations of 
A-95 compliance in their internal audits. 

Regarding the GAO's view of OMB's role in imple- 
menting A-95, OMB had this to  say: 

OMB, acting under delegation from the 
President, is assigned the responsibility of 
prescribing "such rules and regulations as are 

deemed appropriate for the effective admin- 
istration" of those laws by the various 
agencies. But it is clear that actual adrninis- 
tration of those laws is the responsibility of 
the departments and agencies. 

OMB's role, then, is to develop those rules 
and regulations, t o  provide overview of their 
implementation in order to  make appropri- 
ate adjustments in them, and to  encourage 
and assist their effective implementation by 
the departments and agencies. But OMB, by 
itself, cannot assure their implementation. 
This requires action by agency leadership 
with the support and encouragement not 
only by OMB and the Executive Office, but 
of the Congress and its agencies.' 

In response, GAO stated that it "believes that only 
the Office of Management and Budget can insure that 
regulations and procedures of individual Federal agencies 
are consistent with the circular."30 

Consistent with its position on resources, OMB has 
not expanded its staff or increased oversight activity. I t  
looks increasingly to the FRCs for help in implementing 
the ~ i r c u l a r . ~  ' Each FRC has a designated coordinator 
for A-95, and each agency regional office designates an 
A-95 liaison officer, thus replicating the OMB agency 
pattern at headquarters. OMB views the FRCs as giving 
the PNRS much more visibility and helping to get 
Federal agencies more involved. To varying degrees, 
FRCs' activities include assisting clearinghouses in assur- 
ing responsiveness of Federal agencies, helping member 
jurisdictions of the clearinghouse in negotiating with 
funding agencies to  determine proposals to  be reviewed 
by member jurisdictions, and serving as a medium for 
resolving conflicting negative comments. 

Revision of Circular 

On October 10, 1975, OMB published in the Federal 
a proposed revision of A-95, which it 

indicated was in part generated by the GAO evaluation. 
I t  noted that the GAO recommendations took three 
main lines: expansion of Part 1's program coverage; 
intensification of implementation efforts; and clarifica- 
tion of certain elements of the circular and of agency 
implementation procedures. OMB pointed out that the 
revision was very selective with respect to  expansion of 
program coverage, "adding only programs having area or 
community impact or where there is probability of 



overlap and duplication and, where appropriate, pro- 
grams nominated for coverage by Federal agencies. The 
main changes in the revision are aimed at clarification of 
A-95 procedures and agency regulations." Some 38 
programs were added, largely in the human resources 
area, bringing coverage to approximately 200 programs. 

With regard to agency regulations, OMB noted for the 
particular benefit of Federal agencies that a new 
provision of the circular requires agencies to publish 
draft implementing regulations in the Federal Register. 
In an earlier memorandum to agencies' A-95 liaison 
officers: OMB stated that agencies were being required 
to publish A-95 implementing regulations because of the 
inconsistencies among such regulations as had been 
promulgated, and the absence of regulations in some 
instances. OMB saw this new requirement as assuring a 
higher level of consistency and a wider knowledge and 
understanding of the circular among program personnel, 
applicants, clearinghouses, and the public-at-large. An- 

other new provision requires agencies to send to OMB 
copies of any internal procedures that are not published 
in the Federal Register. 

Other changes of note applicable to Part I in the 
proposed revision are : 

incorporation by reference of the explan- 
atory guidelines; "A-95: What it is - How 
it Works" and "A-95 Administrative 
Notes ;" 
note of the role of FRCs in A-95 
implementation; 
provision for review participation by local 
chief executives; 
clarification of the review process; 
provision for re-review of projects; 
provision for consultation among Federal 
agencies on interproject conflicts dis- 
closed by review; and 

Figure V- 1 

City and County Responses on OMB Circular A-95 

City Officials 

Number 
Responding Yes No 

I Are you aware of the circular? 403 63.5% 36.5% 

Has change )erred in this 
referral procedure? 

Is  so, has the change 
improved grant administration? 

County Officials 

Numbew 
Responding Yes 

I Are y w  aware of the circular? 9 1 79.1 20.9 

Has changa occurred in this 
referral procedure? 

I If so, has the change 
improved want administration? 



0 

The 

clarification of types of programs appro- or agency (for complete analysis, see Volume VZI, 
priate and inappropriate for coverage Chapter ZV). 
under Part I and criteria for exempting The large number of non-applicables is accounted for, 
types of projects or for varying proce- of course, by the limitation of the PNRS coverage to 
dures under covered programs. those assistance programs having a significant effect on 

area and community development. 
final revision was published in the Federal Thirty-nine percent of those who considered their 

Register on January 13, 1976, to become effective 
February 27, 1976. The final version differed in only 
minor respects from the proposed. 

ACIR-ICMA Survey 
of City and County Executives 

The ACIR-ICMA questionnaire survey in the fall of 
1975 queried city and county officials on one aspect of 
the Project Notification and Review System - the 
referral to general purpose local governments of grant 
applications from special districts. It was thought that 
this was one area of control through A-95 that was 
meaningful to general purpose local governments. The 
results are noted in Figure V-I .34  

About two-thirds of the responding city officials were 
aware of this referral procedure, two-thirds thought that 
change occurred in that area, and two-thirds thought the 
change had improved grant administration. As with 
other circulars on which these officials were queried, 
awareness of these provisions of A-95 was sub-par among 
the smaller cities: 48.0 percent among officials of cities 
in the 25,000-49,999 population group, and 56.3 per- 
cent among those of the 10,000-24,999 group. 

Though a relatively small number of county officials 
responded to this question, among those who did there 
was a high degree of awareness of this referral procedure 
under A-95; a large proportion believed that change had 
occurred and that such change improved grant adminis- 
tration. The county officials responded generally more 
favorably than did the city officials, but, in both cases, 
the overall reaction was quite positive. A matter for 
concern was the level of visibility of this A-95 provision 
among city officials of the smallest jurisdictions 
surveyed. 

Views of Federal Program Officials 

The ACIR questionnaire survey of Federal grant 
administrators, in the summer of 1975, sought their 
judgments on how PNRS had affected their program: 
whether it (A) produced substantial improvement, (B) 
produced moderate improvement, (C) had no effect, (D) 
had a negative effect, (E) was not applicable. The replies 
are summarized in Table V-I, overall and by department 

programs subje;t to  Part I of the circular feel that it has 
improved the program - substantially or moderately. 
The most sanguine about the impact are Commerce (70 
percent reporting improvement), EPA (69 percent), 
Agriculture (67 percent), and ARC (66 percent). It is 
perhaps significant that the Economic Development 
Administration (EDA), which represented about half the 
responding programs from Commerce, and ARC have 
strong commitments to planned areawide development, 
while environmental impact - a factor involved in the 
review process -is critical of the administration of EPA 
programs. The most negative attitudes are those in 
HEW-OE (36 percent), and HEW-PHs and HEW-OS (33 
percent each). Several of the respondents who indicated 
a negative impact said that the A-95 process caused 
delays or slowed down the application procedures. 

The responses are distributed according to type of 
grant as noted in Figure V-2. 

The breakdown in Figure V-2 does not seem to 
indicate any significant difference associated with type 
of grant. 

Summary 

The PNRS aims to  encourage a process at the local, 
areawide, and state levels which d l  "substitute the 
politics of negotiation for the politics of bypassing," in 
the interest of sound and orderly physical and human 
services development. The various appraisals of the 
system from 1971 through mid 1975 indicate a range of 
judgments as to how much progress there has been 
toward that goal. 

ACIR's 1972 survey reported mixed results in achiev- 
ing areawide coordination. CSG in 1972 found the early 
warning most useful, but felt even this was not very 
effective in helping state-local coordination. Its 1975 
survey found that the states themselves were in part to 
blame, because they did not take advantage of the 
opportunity to include state programs in the coverage. 

NARC, the association of regional councils, saw clear 
evidence of improved coordination at that level. As the 
one group which clearly stood to gain from PNRS, their 
reaction was understandable. In a 1971 report, ICMA 
acknowledged PNRS contribution to orderly develop- 
ment. It was sensitive to the complexities that PNRS 



added to the administrative process and saw the need 
for more support from Federal agencies, better OMB 
guidance, and more state involvement. A HUD- 
contracted study focusing on local government participa- 
tion in A-95 reached many of the same conclusions and 
decried the limited amount of local participation, which 
it ascribed in part to inadequate Federal agency feed- 
back and lack of financial support for conducting the 
process. 

Dissatisfaction of city government interests was prob- 
ably most sharply expressed in the report of the 
interagency task force on coordinating mechanisms. 

Focusing on the overlap of such mechanisms in two large 
cities, it exposed the inadequacies of A-95 as a coordi- 
nating tool for city governments compared to  CERC and 
the other devices which were oriented more to city 
rather than areawide interests. Indications were that 
many of the task force's findings were reflected in 
subsequent PNRS revisions. 

From the vantage point of at least one civil rights 
expert, PNRS was deficient for not requiring civil rights 
agencies to review and comment, rather than merely 
offering the opportunity to do so. He would back up 
such a requirement with funding to support the review. 

Table V- 1 

Federal Grant Administrators' Views on the Effect 
of OMB Circular A-95, Part I, on Their Grant Programs, 

by Department or Agency 
(Summer 1975) 

Department or Agency 

Agriculture 
Commerce 
HEW-PHS 
HEW-OE 
HEW-OS 
HEW-SRS 
HUD 
Interior 
Justice 
Labor 
DOT 
ARC 
EPA 
All Other 

Total 

Median 
Department or Agency 

Provisions Applicable 

(A) (B) (C) 

42% 25% 25% 
0 70 30 
5 29 33 
5 28 3 1 
0 33 33 
0 0 100 

17 33 50 
0 2 5 75 
0 0 100 
0 25 50 
0 22 56 

33 33 11 
0 69 15 
0 26 74 

7% 32% 42% 

Key: N-number of respondents who said PNRS applied to their programs 
NA-number who said it did not apply 
(A)-PNRS produced substantial improvement in adrninistmtion 
(6)-produced moderate improvement 
(C)-had no appreciable effect 
(Dl-had a negative effect 

Provisions Not Applicable 

Soume: AClR questionnaire survey. 



Figure V-2 

Has PNRS Affected Federal Programs? 
Responses of Federal Grant Administrators, 

by Type of Grant. 

Change Applicable Not Applicable 

Type of Grant Number (A) (B) (C) (Dl 

Formula 35 6 %  31 % 40 % 23 % 29 

Project 124 8 32 44 15 62 

Formula/project 7 0 29 43 29 5 

About two-thirds of the city executives responding to a 
question in the ACIR-ICMA survey felt that the require- 
ment for special district government applications to be 
referred to general purpose local governments had 
improved grant administration. A slightly higher percent- 
age of county officials responded positively. Almost 40 
percent of Federal grant program administrators queried 
in mid 1975 thought the PNRS had brought improve- 
ments in their programs. Many of those who did not 
cited the same problem as ICMA's 1971 appraisal: the 
slowdown in the grant process by added complexity. 

The general sweep of these assessments over four or 
five years in the early 1970s indicates some consensus 
that there had been steady improvement, doubtless 
reflecting the effects of greater familiarity and experi- 
ence and step-by-step adjustment by OMB, the overseer. 
OMB stresses the importance of time for education, for 
orientation of Federal agencies to a strange new referral 
process, and for development of state and local capabil- 
ity. It also notes the small staff available for oversight. 

GAO asked the basic question: Had coordination 
improved as a result of PNRS? Predictably, it gave no 
categorical answer, but rather concentrated on needed 
improvements. These it identified mainly as expanded 
program coverage, more aggressive monitoring by OMB, 
and adequate support for FRCs' monitoring responsibil- 
ities in the regions. 

OMB's revision of the circular in early 1976 contains 
numerous changes in Part I, responding to many of the 
suggestions by GAO and others. The revision clarifies 
and tightens up procedures, gives FRCs clear responsibil- 
ities, establishes a procedure for closer monitoring of 
agencies' regulations, and expands coverage. In response 
to GAO's suggestions for improved oversight, OM0 is 
placing greater emphasis on the FRCs' role. It is not 
assuming any greater responsibility for monitoring Fed- 
eral agencies, however, largely because of staff limits. 

Part I I : Direct Federal Development 

As noted in the earlier quote from the Intergovem- 
mental Cooperation Act of 1968, the President is 
required to set rules and regulations to govern the 
formulation, assessment, and review of direct Federal as 
well as Federally assisted programs having an areawide 
impact. Part I1 of A-95 implements the requirement with 
respect to direct Federal programs. Federal agencies 
engaged in the planning and construction of Federal 
projects, such as civil works, military or scientific 
installations, and public buildings, must consult with 
state and local governments that might be affected by 
those projects. The agencies chiefly involved are the 
Departments of Agriculture, Defense, and Interior, the 
Energy Research and Development Administration, the 
National Aeronautics and Space Administration, US. 
Postal Service, Veterans Administration, and the General 
Services Administration. Such agencies must assure that 
the plan or project is consistent with state, areawide, and 
local development plans and programs. Exceptions can 
be made only where there is clear justification. 

In adaition, state, areawide, and local agencies that 
are authorized to develop and enforce environmental 
standards must be afforded adequate opportunity to 
review such Federal plans and projetts pursuant to 
Section 102(2)(c) of the National Environmental Policy 
Act. The comments of those agencies must accompany 
the environmental impact statement submitted by the 
Federal agency. Regulations of the Council on Environ- 
mental Quality designate the clearinghouses as the 
appropriate channel for obtaining state and local review 
and comment as to  the environmental impact. Moreover, 
the circular itself directs Federal agencies to use the 
clearinghouses "to the greatest extent practicable to 
effectuate the requirements of this part." 



Council of State Governments' Study 

In its 1971 study of A-95, the Council of State 
Governments (CSG) found that implementation of Part 
I1 had proved significantly beneficial to Federal agen- 
~ i e s . ~ '  Even so, it felt that this part had received 
inadequate emphasis from the affected Federal agencies 
and OMB surveillance personnel. CSG concluded that 
there were two reasons for this situation. First, more 
attention was given to the PNRS, which was understand- 
able, since Federally assisted programs had more impact 
than direct Federal programs upon state and local 
governments. OMB surveillance, therefore, concentrated 
upon agency response to the PNRS and intergovern- 
mental information flow. The second reason for insuf- 
ficient attention to Part 11, CSG found, was procedural 
confusion in the notification and consultation process. 
The language of Part I1 urged, but did not require, 
consultation with the state clearingh~use.~ ti Key agen- 
cies responsible for direct development projects had 
dealt for years with their state functional counterparts 
and viewed that level of coordination as sufficient. Also, 
governors' offices often rderred Federal 'officials seeking 
coordination to state functional agencies rather than to 
clearinghouses. Finally, many Congressionally mandated 
requirements for review and comment by state and local 
officials pre-dated the A-95 review procedure, and these 
earlier requirements had not been fully coordinated with 
the A-95 procedure. 

CSG recommended that OMB seek to establish some 
uniformity among Federal agency guidelines for Part 11, 
and that it improve its surveillance. It urged Congress to 
use the Part I1 procedure when establishing review and 
comment requirements in new legislation. It also pro- 
posed that the combined CSG-National Governors' 
Conference staff alert governors as to the role clearing- 
houses could play in coordinating direct Federal proj- 
ects. Finally, CSG proposed clarification of Part I1 to 
plainly designate state as well as areawide clearinghouses 
as points of required contact. 

GAO Study 

The General Accounting Office included Part I1 in the 
scope of its review of the functioning of A-95.37 It 
found that the affected Federal agencies did not 
consistently notify state and local governments and 
clearinghouses of their planned development activities 
though required to  do so by the circular. As a result, 
projects encountered delays, cost overruns, and adverse 
reactions from citizens and government officials, which 

might have been avoidable if proper notification proce- 
dures had been followed. GAO noted that OMB directed 
the Federal agencies to issue their own regulations for 
implementing A-95, but did not provide necessary 
instructions to help in the implementation. It recom- 
mended that OMB revise Part I1 to clarify and strengthen 
certain procedures and requirements, including defining 
the nature and scope of projects to be covered, defining 
the point during project development at which Federal 
agencies should notify clearinghouses of proposed proj- 
ects, and prescribing procedures for Federal agencies to 
follow in responding to clearinghouse comments and in 
providing feedback to clearinghouses on actions taken. 
OMB was also urged to review the instructions and 
guidelines developed by individual Federal agencies, and, 
as necessary, require revisions to make them conform 
with Part I1 of the circular. OMB acknowledged the 
merit of the recommendations. 

Revised Circular 

The latest revision of OMB Circular A-95, effective in 
February 1976, contains several changes in Part 11. It 
directs affected Federal agencies to use the PNRS of Part 
I to the greatest extent possible in affording state and 
areawide clearinghouses opportunities for review and 
comment. Where legislative or executive constraints or 
other conditions do not permit following those proce- 
dures, it directs the agencies to set forth for each 
program certain minimum procedural steps. These in- 
clude the point in project planning at whlch clearing- 
houses will be contacted (advance notification), the 
minimum time clearinghouses will be given to review the 
proposed project, the minimum information to be 
provided to the clearinghouses, and procedures for noti- 
fying them of action taken on each project and for 
explaining, where appropriate, actions taken contrary to 
clearinghouse recommendations. 

To give guidance to the clearinghouses in implement- 
ing Part 11, the revision explains that they may use the 
criteria set forth in Part I in evaluating direct Federal 
development projects. The revision also requires Federal 
agencies to publish in the Federal Register all proposed 
agency procedures. A final new provision urges Federal 
agencies responsible for granting licenses and permits for 
activities significantly impacting on an area or com- 
munity development or the environment to consult with 
clearinghouses on applications for licenses and permits. 

Overall, the proposed revision responds to most of 
the GAO proposals for revising the circular. 



Summary 

The revised Part I1 of OMB Circular A-95 incorpo- 
rates important changes suggested by CSG and GAO to 
overcome shortcomings they found in the coordination 
process set forth in that part. Yet the revision still 
indicates a more "hands-off' attitude on the part of 
OMB with respect to prescribing requirements and 
monitoring compliance than that recommended by 
GAO. It appears that this reflects the general OMB 
policy to leave primary responsibility with the agencies 
for complying with the intent of the Intergovernmental 
Cooperation Act mandate, its reluctance to assign more 
resources to administering this part, and the higher 
priority it has given to Part I. 

Also, most significantly from the standpoint of 
compliance, the new regulations require publication of 
all agency implementing regulations. But they do not 
provide for OMB to review these and require revisions to 
make them conform with the circular. OMB is only 
expected to  "assist and cooperate with agencies in 
developing such procedures and regulations." However, 
an October 10, 1975, memo to agency heads explained 
why OMB was requiring publication and the main items 
that the agency regulations should deal with, and advised 
them to send drafts to OMB for review prior to 
publication. 

Part I I I : State Plans 

Part I11 is the third string in the four string bow of 
OMB Circular A-95 for carrying out the policy of Title 
IV of the Intergovernmental Cooperation Act of 1968. 
It mandates Federal agencies administering programs 
that require a state plan to give governors an opportuni- 
ty to  review such plans or associated documents indicat- 
ing proposed program activities. The purpose is to 
permit the governor to relate development strategies 
among the Federally supported state programs to each 
other and to any overall strategies developed through the 
state comprehensive planning process. The circular also 
urges governors to  involve areawide clearinghouses in 
these reviews, as appropriate, in view of the implications 
these state plans may have for areawide or local plans 
and programs. 

The state plans required in Federal assistance pro- 
grams vary widely. Some conform to the usual concept 
of plans, but others only set out the basic administrative 
apparatus through which the program will be imple- 
mented. Many such plans came into being as a result of 
efforts, particularly by HEW, to reduce the amount of 
paperwork involved in preparing state plans. HEW 

shifted to a short "preprint" plan document, which is 
more a contract than a plan and essentially commits the 
grantee to carry out the requirements of the program 
legislation. In these abbreviated documents, however, 
associated documentation, required periodically, pro- 
vides detded information on how the funds are pro- 
posed to be spent. 

Appendix I1 of the Catalog o f  Federal Domestic 
Assistance is a guide to programs requiring state plans. 
The June 1975, edition lists 65 such programs, 33 of 
which are administered by HEW. The catalog description 
of each of the 65 indicates the requirement of compli- 
ance with Part 111. 

Similar to state plans as a precondition for Federal 
assistance are the plans or annual work programs that 
provide the basis for funding of related projects from 
various program sources. Prior to the recent revision of 
the circular, Part I11 required such multisource programs 
to be reviewed by both state and areawide clearing- 
houses, and listed the following programs: Integrated 
Grant Administration, Unified Work Program, Environ- 
mental Protection - Consolidated Program, and Area- 
wide Manpower Plans. However, the 1976 revision drops 
this section and adds a new section to Part I, making 
applications for assistance to activities under the Joint 
Funding Simplification Act (P.L. 93-510) or any other 
joint funding authority subject to the PNRS require- 
ments. Requiring applications for funds to be subject to 
Part I will provide the same basic assurance as was 
provided under the previous provision under Part 111. 

Council of State Governments' Study 

In its 1971 appraisal of implementation of the 
Intergovernmental Cooperation Act of  1968, the Coun- 
cil of State Governments (CSG) reported that governors 
were enthusiastic about the opportunity presented by 
Part I11 for exercising policy control over state agencies 
and integrating the separate functional plans of the 
state.j They also viewed with approval Federal efforts, 
particularly in HEW, to employ abbreviated "preprint" 
plan documents, thereby eliminating burdensome paper- 
work which threatened to inundate the plan review 
process. However, CSG cautioned that the latter alone 
would not assure that states would reap the full benefits 
of Part 111. For this, they emphasized the need for 
conscientious Federal agency compliance with Part I11 
and state recognition and exploitation of the full 
potential inherent in rigorous policy level review of state 
functional plans. 

The CSG report urged action by governors to 
effectuate state functional plan review, including seeking 



a legislative mandate for the review process. Apparently 
many governors have not heeded this recommendation, 
however. A recent report by CSG for HUD states: 

Even though Part I11 of A-95 established 
guidelines requiring the governor or his 
designated agency to review Federally man- 
dated state functional plans, little effective 
coordination is taking place in many states. 
Apparently, functional planning program 
directors are circumventing effective review 
by going directly to the governor with a 
draft letter that states, in essence, that the 
governor has reviewed the plan and finds it 
consistent with other state plans.39 

CSG's 1971 report urged that OMB require Federal 
agencies affected to publish lists of the programs 
involved and information pertinent thereto, and that 
OMB vigorously monitor compliance with Part 111. The 
Catalog of Federal Domestic Assistance, published by 
OMB, now identifies the affected programs and provides 
the kind of information called for by CSG. OMB does 
little, however, in the way of monitoring compliance and 
has little notion of the degree to which Federal agencies 
are following the requirements of Part 111. In its response 
to the GAO study, which covered only Parts I and I1 of 
the circular, OMB reported that many of the respond- 
ents to whom it had circulated copies of the draft 
(Federal agencies, Federal Regional Councils, state and 
areawide clearinghouses, and major public interest 
groups) felt that the report should have dealt with Parts 
I11 and IV as well, and recommended that GAO evaluate 
these requiremenk4' GAO made no comment on the 
OMB recommendation. OMB did plan. to evaluate 
experience under Part 111 in a survey it proposed to 
launch in 1976. 

Summary 

Part I11 of A-95 gives states an opportunity to 
influence Federal program plans to conform to state 
plans. It is a tool for the governor to exercise some 
control over functional specialists within his domain. 
Yet, it is a missed opportunity in many states, according 
to a study made by the CSG. At the Federal level, OMB 
pays little attention to Part 111. 

Part IV: Coordination of Planning in 
Multijurisdictional Areas 

Part IV of OMB Circular A-95 has the following 
purposes: 

@ encouragement and facilitation of state 
and local initiative and responsibility in 
developing arrangements for coordinating 
comprehensive and functional planning 
activities; 
elimination of duplication in the conduct 
of local and areawide planning; 
encouraging the states to establish a single 
set of substate planning and development 
districts in each state; and 
encouraging Federal agencies to utilize 
the substate districts established by the 
states. 

Before designating a planning and development dis- 
trict under any Federal program, Federal agencies must 
provide the governor of the affected state 30 days to 
review the proposed boundaries and comment on their 
relationship to state-established regions. The boundaries 
of areas designated under Federal programs must con- 
form to the state-established regions unless there is clear 
justification for not doing so. Where the state has not 
established substate districts, major units of general local 
government and the Federal Regional Council involved 
must be consulted prior to Federal agency designation to 
assure consistency with districts established under the 
interlocal agreements and related Federal programs. 
Federal agencies are supposed to notify OMB through 
the FRC of proposed and completed designations. 

Federal agency procedures for applying for multijuris- 
dictional planning and development assistance must 
assure consistency with related planning and develop 
ment activities being conducted by the areawide plan- 
ning agency or clearinghouse designated under Part I of 
the circular. If the applicant is other than the substate 
district organization designated by the state, it must 
submit to  the Federal agency a memorandum of 
agreement between it and such substate agency which 
spells out how planning activities of the two bodies will 
be coordinated. The circular specifies the minimum 
items that must be covered in the memorandum, 
including the organizational and procedural arrange- 
ments for coordinating the activities of the two agencies, 
and cooperative arrangements for sharing planning re- 
sources?' Federal agencies are required to develop 
appropriate draft procedures for implementing the re- 
quirements with respect to clearing with governors in the 
designation of substate districts and coordinating the 
activities of applicant agencies with those of Part I 
areawide planning agencies. 

The original motivation for Part IV was a desire to 
correct the growing tendency among Federal assistance 



programs to promote the creation of areawide planning 
activities that were uncoordinated geographically, func- 
tionally, or organizationally. The early thrust in imple- 
nenting this part was to bring a degree of conformity, or 
at least consistency, in the geography of planning areas. 
As states have developed substate district systems, and 
Federally designated planning areas have tended to 
conform to them, the thrust has shifted to encouraging a 
strengthened linkage between functional planning and 
the comprehensive planning conducted by the substate 
district organizations. This is the intent of the encour- 
agement of use of the substate district agencies and, 
laclung that, execution of a memorandum of agreement 
with such agencies. 

OMB listed the following major programs assisting 
areawide planning:4 

HUD: 

DOT: 

EPA : 

HEW: 

DOL: 

Comprehensive planning (701) pro- 
gram. 
Urban hlghway planning; mass trans- 
portation planning; airport systems 
planning. 
Water quality management planning; 
air pollution control planning; solid 
waste planning. 
Comprehensive health planning 
(3 14b); planning for the aged. 
Areawide manpower planning. 

USDA: Resource conservatidn and >evelop- 
ment planning. 

0 E 0 :  Community action planning. 
EDA: Economic development district plan- 

ning. 
ARD: Local development district planning. 
LEAA: Law enforcement planning. 

Council of State Governments' Study 

The Council of State Governements' (CSG) 1971 
evaluation of ~ - 9 5 ~ ~  found that action promoting 
geographic uniformity of planning districts had been 
encouraging. It noted that this movement, which was the 
original thrust of Part IV as noted above, had actually 
been initiated under the predecessor OMB Circular A-80 
(January 1967) pursuant to a memorandum from 
President Johnson. The CSG report concluded that the 
principal continuing issue was achievement of organiza- 
tional consolidation. It recommended that states enact 
legislation enabling formation of strong areawide plan- 
ning and coordinating organizations. It also urged OMB 
to propose Federal legislation requiring a single substate 

regional body for all Federal agencies administering aid 
programs. 

ACI R's 1972 Report 

The 1972 report on substate regionalism by the 
Advisory Commission on Intergovernmental  relation^^^ 
also looked at the effect of Part IV of A-95 on the 
formation of substate regions and their linkage to 
Federal assistance programs. It found that 40 states had 
acted officially to designate statewide substate district 
systems, and four others had taken tentative action. 
Nationwide, 488 substate districts had been delineated, 
but only 273 (less than 60 percent) were organized and 
in operation. Only 14 states had organized all their 
districts. While the 273 organized districts were perform- 
ing needed planning, coordination, technical assistance 
and - in a few cases - operational functions, they were 
not yet providing full coordination of Federal, state, and 
local activities. The average substate district organization 
had been made responsible for only about one-half of 
the Federal areawide programs for which the areas were 
coincident with the state-delineated district boundaries. 

A more recent examination of the status of substate 
regionalism by W. Eldon Hickey of the Economic 
Development Administration indicates progress was 
made between 1970 and 1973 in state actions to 
designate substate districts and the vesting of Federal 
program responsibility in such districts. Following are 
the figures for the two years: 

States Designating Statewide Sub- 
state District (SSD) Systems 40 42 

Number of SSDs Nationwide 488 480 
Percentage of Total SSDs 

Organized and Functioning 56% 76% 
The Average SSD Organization Wm 

Made Responsible for the Follow- 
ing Percentage of Federal Area- 
wide Rograms for Which the Areas 
Were Coincident with the SSD 
Boundaries about about 

50% 50% 

In looking at developments from the standpoint of 
the Federal programs supporting substate regionalism, 
the ACIR report briefly reviewed the history of Part IV 
up to that time, observing that by 1971 the circular had 
significantly affected only newly formed regions; it had 
not had much impact on areas designated for Federal 
assistance prior to 1967. The report found that in ten 



programs, for which data were available, the jurisdiction- 
al coincidence between Federal program areas and state 
substate planning districts was only 35 percent nation- 
wide in 1971. Thus, the Federal programs were using 
different boundaries from those established by the states 
in almost two-thirds of the cases. The report concluded: 

The states have not taken full advantage of 
the opportunities given them by OMB Circu- 
lar A-95 to assure coincidence of Federally 
encouraged and established regional program 
boundaries, and co-funding of a single re- 
gional organization in each substate district. 
While some states and some Federal pro- 
grams have done a commendable job, bound- 
ary coincidence plus organizational co- 
funding occurs, on the average, much less 
than half the time.4 

ACIR staff has been unable to find more current 
readings on these same data to measure change since 
1971. However, in March 1973 the Economic Develop- 
ment Administration (EDA) surveyed 15 Federal plan- 
ning assistance programs to obtain information on 
multijurisdictional planning organizations and activities 
funded by the programs. EDA found that there were 
2,356 Federal program areas (FPAs - geographic areas 
receiving program assistance) among the 15 Federal 
programs for the combined Fiscal Years 1972 and 1973. 
Of these, 2,199 were in states which had designated 
substate planning districts, and for 1,056 of the 2,199, 
the FPAs matched exactly the substate planning districts 
(48 percent). The total number of such FPAs matching 
SPDs represented an increase of 55 percent since FY 
197 1 .4 While these numbers measure somewhat differ- 
ent units from the ACIR's, they also indicate progress 
has been made in achieving coincidence of Federal 
programs and substate districts. Whether such progress 
was in any appreciable degree due to Part IV of A-95 
was impossible to say. OMB did not seem to see much 
impact from that part of the circular. 

In late 1975, HUD compiled data on the degree of 
coterminality of boundaries and common funding agen- 
cies that exists between the 701 Comprehensive Planning 
Assistance Program, EPA's section 208 areawide waste 
treatment planning program, EDA's economic develop- 
ment districts (EDDs), and recipients of DOT'S Urban 
Mass Transportation Administration (UMTA) grants.47 
As of July 1, 1975, agencies designated by EPA for 208 
planning in 66.4 percent of the planning areas were also 
funded as 701 areawide planning organizations. Many of 
the remaining section 208 designations were made in 

areas whch were not at that time under the jurisdiction 
of a 701 planning organization. 

DOT found that, in FY 1974, about 61.4 percent of 
its metropolitan planning organizations also received 701 
funds. DOT speculated that the degree of 701-DOT 
organizational conformance might be underestimated 
due to changes in an- organization's name, whch might 
cause it to be listed under different names by DOT and 
701. 

A 1975 HUD comparison of EDA's 162 authorized 
and designated EDDs with 701 areawide planning 
organizations showed that 83.3 percent of the EDDs 
had the same geographic boundaries as 701 areawides. 
An additional 3.7 percent of the EDDs had the same 
geographic boundaries as 701 areawide agencies having 
different names. 

House Subcommittee Hearings 

In hearings on "New Federalism" in early 1974, 
members of the Subcommittee on Intergovernmental 
Relations of the House Committee on Government 
Operations queried OMB officials on a wide variety of 
matters dealing with organizational and procedural 
arrangements for Federal grant administration. In re- 
sponse to a question on activities of Federal Regional 
Councils, one OMB official submitted the following 
statement on Part IV, of A-95: 

Part IV of OMB Circular A-95 encourages the 
states to develop a system of unified, coordi- 
nated, and workable substate districts that 
can coordinate Federal and state-local activ- 
ities below the state level. This is a cooper- 
ative effort with the governors which has 
been difficult and slow. What the Federal 
government is saying to the states is, "Gov- 
ernor, if you will decide how you want to 
organize within the boundaries of your state, 
what it is you want your substate districts to 
do, the Federal government will bind itself 
to work with whatever you decide in the 
state." In a public administration sense, it is 
sensible to coordinate both boundaries and 
operations below the state level. Yet this 
hasn't worked very well. The governors 
don't seem very enthusiastic about it, prob- 
ably because of political problems. Regard- 
less of present progress, however, this re- 
mains an important item on the [Federal] 
Regional Council agenda?' 



Summary 

Part IV also offers states an opportunity to exert 
some rationalizing influence on Federal program effects, 
this time in the matter of substate districts. CSG was 
fairly sanguine about the degree of rationality that had 
been achieved by 1971. An ACIR study, in the same 
year, indicated less reason for optimism. But unofficial 
EDA figures for 1973 show marked progress was made 
in two years in the percentage of substate districts 
organized and operating and the degree to which the 
administrative areas for Federal programs conformed to 
SSD boundaries. OMB, the overseer of A-95, has no 
reading of the extent of compliance with Part IV. 

ANNUAL ARRANGEMENTS AND CERC 

On March 5, 197 1, President Nixon sent a message to 
Congress proposing a system of special revenue sharing 
for community development. Eventually, this and Con- 
gressional initiatives led to  enactment of the Housing 
and Community Development Act of  19 74 (P.L. 
93-383), which established the new block grant for 
community development. In making his proposal, the 
President noted that HUD had already taken a number 
of steps designed to achieve better coordination among 
grant programs and greater decentralization of decision 
making within the existing structure of categorical 
grants. Many of these steps were part of the Federal 
Assistance Review (FAR) effort. One was the process of 
"Annual Arrangements." Subsequently, on July 29, 
197 1, Nixon announced another HUD measure intended 
to smooth the transition to special revenue sharing or a 
block grant for community development. This was the 
system of "planned variations" of the Model Cities 
program. One of the three variations, the Chief Execu- 
tive Review and Comment (CERC) process, was similar 
to Annual Arrangements in focusing on enhancement of 
the policy and management capacities of local govern- 
ments. 

Annual Arrangements 

An Annual Arrangement was a processing tool based 
on negotiation between HUD field offices and local 
government grant applicants enabling better coordina- 
tion of the department's separate categorical grant 
programs. It aimed to simplify Federal procedures and 
expand the authority of local elected officials. It was 
designed to deal with HUD's subsidized housing assist- 
ance and categorical programs (such as urban renewal, 
Model Cities, and neighborhood facilities) by enabling 

cities to convert these programs into citywide com- 
munity development packages. It also provided HUD 
and the cities with a vehicle for discussing the cities' 
goals and objectives, their strategies for attaining them, 
and resources which HUD could offer to assist them. 

The culmination of the Annual Arrangement was a 
written agreement between HUD and the local chief 
executive. In the agreement, HUD committed itself to 
approve specific grant programs, with dollar limitations, 
for the applicant city, provided the applications subse- 
quently submitted by the city met project selection 
criteria and the city took certain steps prescribed in the 
agreement." 

The first arrangement was executed between HUD 
and the city of Gary, Indiana, in December 1970. This 
arrangement called for a number of actions by the city 
in return for which HUD approved a selected list of 
project applications. The negotiations emphasized the 
assurance of funding which the city received, and the 
leverage this gave HUD in requiring city action in such 
"Federal interest areas" as equal opportunity, provision 
of low- and moderate-income housing, and revision of 
building codes. A later regional office analysis also 
attached significance to the new role given to the mayor 
by involving him in the project selection and approval 
process and the consequent influence he had over 
previously independent agencies and departments.'' 

Following the Gary agreement, HUD took a number 
of other actions directed toward better coordination of 
HUD programs in community development. The posi- 
tion of assistant secretary for community development 
was established; the Task Force on Program Simplifi- 
cation and Consolidation was created, which prepared a 
report on methods of coordinating the various com- 
munity development programs; and HUD central office 
officials held community development discussions with a 
number of cities across the country aimed at discovering 
how best to coordinate HUD programs at the local level. 

On May 19, 1971, HUD Secretary George Romney 
formally announced the Annual Arrangements initiative 
in a memorandum to field officials titled "Administra- 
tion of HUD Programs in Advance of Special Revenue 
Sharing." He cited President Nixon's concern that an 
effort be made to work categorical aids into total 
community development strategies, and stated: 

In some localities, you will find it appro- 
priate to develop Annual Arrangements or 
"packages" of grant assistance. This not only 
assures coordination of our grant programs 
but may permit at one time the resolution of 
basic difficulties affecting various programs 



thus making easier the later processing of 
specific projects. In thls way, communities 
can be given realistic figures with adequate 
lead time permitting better project planning 
and making unnecessary the preparation of 
applications for which there is no reasonable 
prospect of funding.' ' 

"New Federalism" Hearings 

At the "New Federalism" hearings of the House 
Subcommittee on Intergovernmental Relations in Febru- 
ary 1974, HUD Assistant Secretary for Community 
Planning and Development David 0. Meeker, Jr., de- 
scribed the Annual Arrangements process and the results 
of the first two years'  operation^.'^ The process worked 
lfferently in different parts of the country in order to 
permit maximum opportunity for experimentation and 
allow the process to be tailored to fit local situations. In 
general, the procedure began with the HUD area office 
and a local government deciding jointly to negotiate an 
arrangement. HUD briefed the local chief executive on 
the process and invited lum to draw up a city strategy 
statement as the basis for negotiations. The city formed 
a committee made up of the major HUD grant recipients 
to prepare the strategy statement. This statement usually 
listed the locality's community development goals and 
objectives, the problems in reaching them, and the city's 
plans to deal with them, including the HUD resources it 
was requesting in the coming year. HUD field staff 
reviewed the statement in the light of legal requirements 
and available resources. 

A face-to-face negotiating session between the local 
chief executive and the HUD field office director was 
the key to the Annual Arrangement process. In that 
session, the two officials worked out compromise posi- 
tions on the issues raised by the city strategy statement. 
The resulting agreement was set forth in a memorandum, 
laying the basis for the relationship between HUD and 
the city for the coming year. 

Since the major aim of the arrangement process was 
to enable cities to improve their coordination of 
HUDfunded programs and enhance their ability to set 
local priorities, the agreement focused on the local 
general purpose government and its chief executive and 
offered them the opportunity to plan for and manage 
these programs as part of a citywide community 
development strategy. The coordination focused on the 
local level where services are delivered. HUD had 
concluded that coordination had to take place at that 
level if programs were to operate at maximum effective- 

ness in support of a comprehensive communitywide 
strategy. 

Unfortunately, most communities lack 
the capability to prepare and carry out such 
a strategy because of organizational fragrnen- 
tation and the independence of many local 
agencies. ~ederal  laws and funding patterns 
have encouraged a situation in which, for 
example, local housing authorities and local 
renewal agencies are often not responsive to 
the elected general purpose government be- 
cause their primary funding is from the 
Federal go~ernment.~ 

Meeker found that Annual Arrangements inserted the 
general purpose government and the chief executive into 
the funding process, promoting the coordination of '  
these agencies and the programs they administered. In 
addition, the process gave a city reasonable assurance 
that certain funds would be supplied during the year, 
thereby ending the funding uncertainty that plagued 
local administration of Federal grant programs. 

HUD Evaluation 

In May 1973, HUD published an evaluation of the 
Annual Arrangements experience, based on interviews 
with city officials in 20 cities, short profiles of the 
arrangement process in 52 cities, and analyses of the 
memoranda of understanding from 84 ~ i t i e s . ' ~  Ninety 
percent of the cities for which information was available 
had prepared strategy statements in preparation for 
arrangement negotiations, which HUD saw as the kind 
of comprehensive citywide strategies needed under a 
system of special revenue sharing for community devel- 
opment. City participation in the arrangement process 
led one out of every two cities studied to establish 
formal mechanisms to manage and coordinate these 
activities on a continuing basis. Also important in 
making a lasting impact was the involvement of the local 
chief executive in the arrangement process. An in-depth 
analysis in 20 cities indicated that the chief executive 
was the chief negotiator 70 percent of the time, and 
HUD believed that in 11 of the 20 cities local agencies 
became more responsive to the chief executives because 
of this greater involvement. 

Other changes which HUD saw as indicating improved 
capacity for carrying out a coordinated community 
development strategy were the establishment of a review 
and comment authority, and the tentative assurance of 



funds for specific projects, which improved operational 
decision making. 

HUD also identified obstacles facing the arrangement 
process. Statutory restrictions prevented using funds 
from one program for other kinds of activities. Also, 
laws sometimes required certain funds to go to particular 
independent agencies, limiting the coordinating power of 
the general purpose government. Finally, localities did 
not always get full benefit from the tentative fund 
assurance, because the arrangement process was subject 
to the Federal budgetary cycle and not to local 
procedures. 

Other Assessments 

In the "New Federalism" hearings, questions by 
subcommittee members and staff highlighted some other 
aspects of the experience with Annual Arrangements. 
Meeker was asked what percentage of the commitments 
in the Annual Arrangements was put into practice. HUD 
investigation indicated that all but one city made some 
progress on their commitments, but Meeker conceded 
that it was impossible to arrive at hard quantifiable 
conclusions. He also was unable to throw light on the 
question of the 50 percent of the cities studied that did 
not report any improved coordinating capacity as a 
result of the Annual Arrangements, except to say that 
some of those communities were already highly capable 
because of their unique structures. 

Another reported criticism of the Annual Arrange- 
ments process was that, while HUD represented the 
process as a prelude to no-string special revenue sharing, 
the department had used it to pressure cities to adopt 
social policies that often were cont r~vers ia l .~~  The 
reference here was to the key national goals that the 
department stressed should be taken into account in the 
strategies promoted by the Annual Arrangements. These 
included positive local actions to improve the living 
environment as reflected in the Workable Program for 
Community Improvement, hence ensuring proper reloca- 
tion resources and practices for those displaced by 
governmental action, achieving coordinated and planned 
areawide development, providing low- and moderate- 
income housing, making housing available to all citizens, 
maximizing equal employment opportunity, and enhanc- 
ing environmental preservation.' 

Another observer noted that the "realities of local 
political life" had a lot to do with the fate of Annual 
Arrangements in individual cities. He cited Oakland, 
California, where local officials customarily avoided 
involvement with Federal programs. City representatives, 

not wishing to disturb existing administrative relation- 
ships, were unsympathetic to a Federal request in the 
Annual Arrangements negotiating process that the city 
create a new position of assistant city manager for 
community development. Department heads were con- 
cerned about protecting their jurisdictions, and the city 
manager was reluctant to challenge them. For their part, 
the city's elected officials did not seem to show much 
interest in the Annual Arrangements program.'7 

Chief Executive Review 

and Comment (CERC) 

The second of the two administrative efforts to lay 
the groundwork for special revenue sharing for com- 
munity development was Planned Variations. An- 
nounced by President Nixon on July 29, 1971, Planned 
Variations, like Annual Arrangements, was conceived as 
a demonstration. It was an expansion of the Model Cities 
program to allow 20 of the 147 Model Cities greater 
flexibility in the use of Federal funds and to provide 
greater coordination of all such funds coming into the 
cities. There were three variations: 

authorization to spend funds citywide, 
according to locally determined priorities, 
rather than in limited deteriorated neigh- 
borhoods; 
provisions for minimizing Federal adrnin- 
istrative requirements, including use of a 
system of waivers; and 
a procedure for "Chief Executive Review 
and Comment" (CERC). 

The first two kinds of variation were examined in 
detail in Chapter II. In this chapter the focus is on the 
third type, CERC, which aimed to increase the ability of 
local general purpose government to set local priorities 
and to carry out Federally assisted programs in accord 
with those priorities. 

CERC operated in all 20 cities included in the 
Planned Variations experiment. Under CERC, the city's 
chief executive, representing the local general purpose 
government, was given the right to review and comment 
on all applications for Federal assistance affecting the 
city's s e ~ c e s  and activities before funding decisions 
were made. This covered assistance to overlying units of 
government, non-profit groups, and all units within the 
city government itself, whether or not they were 
otherwise independent of the chief executive (such as 
housing authorities or park boards). In addition, it 



covered Federal grants from all sources and was not, like 
Annual Arrangements, limited only to HUD programs. 

CERC was viewed as parallel to the project review 
and notification system (PNRS) under A-95, but con- 
fined to the central city rather than the metropolitan 
area and covering social services as well as physical 
development proposals. The chief executive was not given 
veto power, but he could attach negative comments to a 
grant application if the applicant agency and the 
city could not resolve their differences. HUD officials 
indicated that they would not fund applications with 
negative central city views without first giving the chief 
executive a chance to appeal. The other Federal agencies 
were to identify their categorical grant programs that 
were to  be subject to CERC. State-local task forces were 
to give attention to the possible application of CERC to 
state-financed or Federally financed, state-administered 
programs. 

HUD Assessment of First Year 

HUD surveyed experience with Planned Variations 
after the first full year of operations.'' With respect to 
CERC, HUD concluded that the process had potential 
for improving the coordination of Federal and local 
programs in the cities but was slow in getting underway, 
in some cases, because cities were giving it low priority in 
the overall Planned Variations demonstrations. In a 
number of cities, disputes arose over who was the local 
chief executive (the mayor or city council, or the mayor 
or city manager). The involvement of the chief executive 
in the CERC process did not seem promising, with most 
delegating the assignment to staff. In addition, there 
were indications that most of the cities did not intend to 
devote much staff to the review process. As a percentage 
of total Planned Variations funds, the budgets for CERC 
activities ranged from less than 0.5 percent to about 5 
percent, with a median of 2 percent. 

The HUD survey also found that the CERC effort had 
motivated several county governments to become ac- 
tively involved in the problems of the central cities, in a 
few cases to monitor possible city incursions on their 
interests. All the cities saw a clear connection between 
A-95 and CERC, and most of them intended to develop 
a working relationship between the CERC mechanism 
and the A-95 clearinghouse. Even so, the cities showed 
little enthusiasm for the A-95 process. Partly because the 
clearinghouses were understaffed, the cities viewed them 
as unresponsive to local needs, and Federal agencies did 
not seem to have much confidence in the process. Few 
cities could show how A-95 was of direct benefit to 
them. 

National Journal Report 

Interviews with a few local and state officials con- 
ducted by the National Journal, in late 1972, revealed a 
wide variance in the effectiveness of the CERC pro- 
cess." In Houston and Indianapolis, the mayors used 
the CERC power aggressively, frequently refusing to let 
Federal grants enter their city unless the grantees made 
specific concessions in project planning. They extended 
use of this veto power to projects of rival levels of 
government. The extra money provided under the 
Planned Variations helped to improve the cities' manage- 
ment structures, mainly strengthening the capacity of 
the mayor's office to evaluate grants. 

Part of the success of Indianapolis and Houston, the 
National Joumal concluded, stemmed from the mayor's 
basically strong position in the government structure. 
The opposite held in the City of San Jose, where the 
mayor's power was diminished by the existence of 
strong semi-autonomous city agencies and the extent of 
the city's sharing of powers with the county, the state, 
and special districts. The city, as a consequence, had to 
spend $200,000 of its supplemental Planned Variations' 
money to first find out what Federal funds were flowing 
to city grantees. Even then, its limited control over local 
functions, in comparison to the county's, handicapped 
its efforts to establish effective coordination of Federal 
funds coming into it. The county, in fact, argued that it, 
rather than the city, should have been the designated 
CERC agency for that area. In like manner, at another 
level, the governor of New York felt that the state 
government would have been the most effective unit to 
perform the CERC function in his state, particularly 
since the state government was gradually taking over 
more local functions that had to be performed on a 
metropolitan basis. 

"New Federalism" Testimony 

Assistant Secretary for Community Planning and 
Development David 0. Meeker, Jr., testified on CERC in 
the "New Federalism" hearings held by the House 
Subcommittee on Intergovernmental Relations in early 
1974.~' He stated that experience with the 20 Planned 
Variations' cities indicated that CERC was the most 
successful aspect of the demonstration. Seventy percent 
of the cities planned to continue funding the CERC 
mechanism after the demonstration ended, he indicated, 
and a number of other cities expressed an interest in a 
CERC mechanism. The number of applications reviewed 
also indicated success in the HUD view. As of June 1, 
1973, all Planned Variations' cities had begun reviewing 



applications, and the average city reviewed 63 Federal 
aid applications. In addition, eight cities reported pro- 
cessing a total of 113 applications for state and other 
non-Federal aid. 

Most importantly, according to Meeker, to take 
advantage of the review opportunities under CERC the 
cities had created governmental structures which pro- 
vided continuing coordination. "All 20 Planned Varia- 
tions' cities have made changes in their governmental 
structure to build the capacity of the local government, 
particularly the executive branch, to plan and manage 
Federally aided programs more e f f e~ t i ve l~ . "~  ' 

Yet, all was not roses with CERC, Meeker conceded. 
It was hampered by the lack of adequate response by 
Federal agencies. The agencies lacked established proce- 
dures to notify the city of actions taken on applications 
(a complaint also frequently voiced against the A-95 
project notification and review system). Also, the 
agencies made 11 th-hour funding decisions, which hin- 
dered proper functioning of the review process, and 
frequently disregarded CERC comments. Finally, there 
was lack of uniform Federal agency support for CERC. 

Cities also complained about lack of state support for 
CERC. This was damaging, they felt, because of the large 
amount of Federal funds which flowed through state 
governments to localities. 

CERC in Rochester, N.Y. 

One observer, Victor A. Capoccia, looked at the 
CERC experience in Rochester, New York, which was 
one of the four cities that participated in CERC but not 
the other two aspects of Planned  variation^.^^ He 
concluded that, while an informal review process similar 
to CERC had operated successfully in many large cities 
during the 1960s, formalization of the process improved 
its workings significantly by bringing the mayor's posi- 
tion on program applications more out into the open. It 
also centralized and standardized a base of information 
about the city and the distribution of funds and services 
that had been previously unavailable. This, in turn, made 
the parties involved with CERC aware that a rational 
local decision-making framework and a thorough preap- 
plication development and screening process were essen- 
tial to successful management. Whether those involved in 
CERC would use this awareness effectively would 
determine whether the formal process was really worth 
more than the informal process, and, in turn, whether the 
CERC formal process was worth the money, time, and 
energy spent on it. 

In generalizing from the CERC experience, Capoccia 

first raised questions about the validity of CERC's major 
objective, capacity building. For one thing, Capoccia 
felt, there is some doubt that local officials relish the 
sharpened accountability that accompanied the in- 
creased authority to allocate resources. Second, the 
grant-in-aid system operates at two levels: the adminis- 
trative and the political. CERC aims to  reform and 
strengthen the administrative dimension but does not 
affect the political system which is available to those 
who are dissatisfied with the new administrative system. 
They may continue to use the political system to undo 
the workings of administrative reform. 

Capoccia noted that the CERC demonstration was 
attempting to review and comment on categorical 
assistance programs that, during the course of the 
experiment, had been severely curtailed by cuts, freezes, 
and impoundments at the Federal level. This failure to 
maintain the conditions of the experiment constant, he 
.felt, cast doubt on the validity of the demonstration. He 
also thought that failure to subject all  sources of 
pass-through and direct moneys and grants from all 
Federal agencies, undermined the CERC objective of 
achieving a more rational pattern of program support. 
Finally, Capoccia questioned CERC as process building 
for special revenue sharing on the grounds that it did not 
provide a decision-making framework or set of criteria 
by which to allocate funds. His final note was to caution 
that additional controlled demonstrations were neces- 
sary to understand and overcome potential problems 
with the proposed system. 

Comparison with Other 
Coordinative Mechanisms 

A Federal interagency task force compared CERC 
with five other local coordinating mechanisms in a 
report to the Under Secretaries' Working Group in 
January 1 9 7 4 . ~ ~  The evaluation was conducted in 
Houston, Texas, and Seattle, Washington, and in addi- 
tion to CERC, dealt with the A-95 Project Notification 
and Review System, the Integrated Grant Administra- 
tion (IGA) program, CDA Sign-Off (Certification of 
HEW Model Cities Relatedness), and the OEO Check- 
point Procedure for Coordination. Each coordinating 
device was examined from the standpoint of its impact 
on planning and city priority setting, coordination, and 
responsiveness of levels of government to the local chief 
executive and city departments; the role of Federal 
Regional Councils and Federal agencies; the procedures 
and organization for processing applications for review; 



the review of applications; and the funding and costs of 
the processes. 

The task force found that CERC and IGA were the 
most effective of the coordinating mechanisms studied. 
CERC seemed more effective than IGA, but this was not 
conclusive, based only on the experience in the two 
cities. CERC was clearly superior to A-95 in both 
Houston and Seattle in regard to staff capacity, Federal 
agency responsiveness to comments on program applica- 
tions made by the cities, investment of time by the 
Federal Regional Councils' staffs, direct contact between 
the mayors and the regional heads of Federal agencies, 
and the breadth of programs subjected to review and 
comment. However, several problems in the CERC pro- 
cess were not resolved. Tensions were increased by 
CERC where both city and county had strong executives 
and offered several common services. Conflict occurred 
between CERC and A-95 when, as in Houston, the A-95 
clearinghouse dealt with someone other than the chief 
executive in the clearance process. Finally, the task force 
concluded that CERC might have difficulty obtaining 
coverage of state programs and Federal formula grants to 
states. 

In regard to the last point, one observer who 
examined experience with CERC in two of the 20 
Planned Variations cities concluded that success of CERC 
as a local mechanism depended to a critical extent on 
appropriate action at the state and Federal levels to 
place the control of intergovernmental programing 
into the hands of elected and other policy generalists. 
"Unless such changes are made, it is likely that com- 
munities attempting to better rnanage.intergovernmental 
activities will be constantly undermined by mindless 
functional preoccupations of Federal and state adrninis- 
trators non-responsive and non-accountable to their 
policy generalist superiors or to each other."64 

HUD's 1975 Evaluation 

HUD conducted a final evaluation of CERC at the 
end of 1975. It reported that, in addition to the original 
20 Planned Variations' Cities, 17 other jurisdictions had 
initiated CERC mechanisms. However, its evaluation was 
based on the experience of the original 20. 

Oidy half of the cities were able to produce evidence 
that CERC was implemented as designed and produced 
improved coordination of public programs. The major 
problem was lack of commitment to the CERC process 
by local administrators and/or the CERC staff itself. 
Another problem, for most cities, was lack of cornrnit- 
ment from Federal funding or support agencies. Several 

CERC staffs reported that political conflicts limited 
their effectiveness. Such conflicts included disputes over 
who should make final CERC decisions - the mayor or 
the city council. 

HUD concluded that: 

All levels of government have often com- 
plained that lack of funds makes it difficult 
to commit staff and time to review of 
applications. Yet when funds were provided 
by the Planned Variations' progrm, only 
half the cities chose to use the system as a 
lever to effect changes in projects. This is an 
indication that local commitment to the 
CERC concept and Federal support of the 
review and comment authority appear to be 
more critical factors than funding in the 
coord ina t ing  effectiveness of the  
me~hanisrn.~ 

In the 11 Planned Variations' cities, in which HUD 
found successful CERCs, the mechanism was used for 
centralizing planning efforts and coordinating public 
programs. These cities reported increased management 
efficiency, cost savings, and reduced duplication of 
services and functions. In at least two cities - Houston 
and Dayton - the improvements in saving were 
substantial. Nine other cities made moderate to substan- 
tial progress toward achieving the intended goals of 
CERC. Each city reported at least one example of 
changes in grant applications caused by the CERC 
reviews that resulted in either cost saving and/or 
management efficiencies for the programs involved. 
HUD concluded that all CERC operations that gave 

evidence of effectiveness had certain common character- 
istics: early involvement of CERC staff in the planning 
stages of application, specific review criteria, and specific 
assignment of responsibility for review. On the other 
hand, the evaluation concluded that availability of funds 
for CERC could not automatically assure implementa- 
tion, let alone an effective review process. No consistent 
relationship could be established between the number of 
staff assigned to CERC, the amount of funds allocated, 
and impact. 

One of the original objectives of CERC was to  involve 
personally the local chief executive in coordinating 
public programs. HUD found, however, that as the 
demonstration progressed, such personal involvement 
was not always practical and was not a necessary 
element to CERC effectiveness. 

Finally, the HUD evaluation concluded that, with few 
exceptions, there appeared to be little correlation 



between Federal Regional Council (FRC) support of 
CERC and the effectiveness of CERC in the Planned 
Variations' cities. 

The 20 Planned Variations' cities processed a total of 
3,538 applications during the two-year demonstration, 
an average of 154 Federal applications and 23 non- 
Federal applications. HUD reported that 15 of the 20 
cities reported 88 examples of application changes 
resulting from CERC reviews. 

As of August 1975, 12 of the 20 cities expected to 
continue CERC: Tucson, Arizona; San Jose, California; 
Wilrnington, Delaware; Tampa, Florida; Indianapolis, 
Indiana; Des Moines, Iowa; Patterson, New Jersey; 
Winston-Salem, North Carolina; Dayton, Ohio; Houston, 
Texas; Norfolk, Virginia; and Seattle, Washington. 

Summary 

Annual Arrangements and CERC were two experi- 
mental programs initiated to demonstrate how cities 
could prepare for their enhanced resource allocation and 
coordinative roles under the anticipated community 
development block grant. Both centered on strengthen- 
ing the position of general purpose local government and 
its chief executive. Annual Arrangements also aimed to 
strengthen cities' relationships with HUD and provide 
greater assurance regarding the flow of Federal funds. 
Extension of a city's influence over Federal grants to 
other local governments and agencies within its jurisdic- 
tion was an additional goal of CERC. 

HUD evaluations indicated substantial progress 
among Annual Arrangements cities in preparing citywide 
community development strategies, the creation of 
formal mechanisms to manage and coordinate commu- 
nity development activities, and enhancement of the role 
of the chief executive by his involvement in the strategy 
process and participation in review and comment on 
proposed projects. On the other hand, some cities did 
not respond positively to the process, and the degree of 
actual city commitment to  agreed-on projects was 
uncertain. This may have been due, in part, to cities 
suspicion that the Federal government's interest was not 
as altruistic as advertised, that it was using the negotia- 
tion process to persuade cities to adopt controversial 
social policies. 

In its nationwide evaluation of the CERC experiment 
in 1975, HUD concluded that only one-half of the 20 
Planned Variations' cities could show that CERC was 
implemented as designed and produced better coordina- 
tion of public programs. Where the process was imple- 
mented, cities reported increased management effi- 
ciency, cost savings, and reduced duplication of services 

and functions. Essential to successful CERC operations 
were early staff involvement in planning grant applica- 
tions, specific review criteria, and specific assignment of 
responsibihty. 

CERC did not achieve one of its prime original 
objectives: personal involvement of the local chief 
executive in coordination of public programs. HUD 
found that such involvement was not always practical, 
nor was it always a necessary element in the effective- 
ness of the process. Even so, controversial judgments 
often were reserved for local chief executives, and staff 
directors met with them periodically to report on 
substantive issues. 

Other observers had mixed views on CERC. Some 
suggested that CERC's success depended on the city's 
underlying structure, i e . ,  the chief executive's authority 
and the city's power vis-a-vis other local units. Others 
saw it aggravating tensions with counties, or suffering 
from lack of state support or inadequate Federal agency 
response. One questioned the value of CERC as a 
demonstration in light of the reduction in HUD grant 
funds and the exclusion of certain important fund 
sources from the review and comment process. Yet, as of 
August 1976, 12 of the 20 Planned Variations' cities 
expected to continyje their CERCs. 

The fact that HUD reported that 70 percent of the 
cities said they planned to continue CERC after termina- 
tion of the demonstration spoke well for its accomplish- 
ments, although HUD sources were unable to verify 
whether this actually occurred. The preference given 
CERC over A-95 in a twocity evaluation also was an 
endorsement, although the comparison was somewhat 
questionable because of A-95's primary orientation to 
regional units rather than cities. 

Annual Arrangements lost much of their steam in FY 
1974 when the Nixon Administration made severe cuts 
in community development programs.66 The program 
expired, as intended, with the enactment of the com- 
munity development block grant. HUD also stopped 
dealing with CERCs with the advent of the block grant. 

It seemed that a conclusive evaluation of CERC, as 
well as Annual Arrangements, would await assessment of 
the relative performance of the affected cities under the 
community development block grant. 

INTEGRATED GRANT 
ADMINISTRATION (IGA) AND THE 

JOINT FUNDING SIMPLIFICATION ACT 

In his "Quality of American Government" message of 
March 17, 1967, President Lyndon B. Johnson first 



publicly broached the idea of integrating or coordinating 
Federal grant requirements. His message included a 
directive to the then Bureau of the Budget to develop a 
workable system of grant simplification. BOB'S study led 
to introduction of the first joint funding simplification 
bill in 1967. That proposal was not enacted, but the 
concept was incorporated two years later in the Federal 
Assistance Review (FAR) program, when OMB and 
several Federal grantor agencies began to test the 
feasibility of simplifying the funding and administration 
of projects using funds from several Federal sources. The 
test involved four separate projects undertaken by state, 
local, and regional organizations. It proved sufficiently 
successful so that in January 1972, OMB formally 
announced the Integrated Grant Administration (IGA) 
program to succeed the test program with a more 
comprehensive pilot demonstration of the funding inte- 
gration process.67 Both the initial test and the pilot 
demonstration were conceived as paving the way for 
eventually establishing the program by legi~lation.~ 

A bill specifically establishing a joint funding mecha- 
nism passed the House in the 91st Congress, and another 
passed the Senate in the 92nd Congress. Finally, in 
December 1974, the Joint Funding Simplification Act 
was enacted into law as P.L. 93-510 and formally 
established funding and administrative approaches 
similar to those used in the IGA program. 

The Integrated Grant Administration Program 

Though the IGA program was formally initiated by 
OMB in 1972, administrative responsibility for the 
program was transferred to the Office of Federal 
Management Policy of the General Services Administra- 
tion (GSA) in November 1972. OMB retained responsi- 
bility for policy oversight and for assisting in major 
policy or procedural changes.69 The program objectives 
were identified by OMB memorandum as follows: 

to provide a mechanism by which state 
and local governments can be given Fed- 
eral assistance in a timely and unified 
fashion ; 

to enhance the capability of Federal 
Regional Councils to assist in solving 
critical problems of state and local gov- 
ernments ; 

to encourage greater state involvement, in 
both a financial and technical sense, in 
solving local problems; 

to encourage the development of work 
programs, whereby state and local plan- 
ning agencies jointly undertake common 
or coordinated activities and share staff; 

to synchronize, wherever possible, the 
funding cycles of Federal, state, and local 
agencies; 

to coordinate the monitoring of projects, 
including requests for modification of 
projects; 

to foster cooperation on the Federal, 
state, and local levels; and 

to cut red tape, eliminate duplication, 
and minimize overlapping at the Federal 
level by streamlining administrative re- 
quirements of Federal assistance pro- 
grams used to fund individual projects. 

The central objective was to simplify the process by 
which state and local grantees could identify, apply for, 
and administer funds from several Federal assistance 
programs to carry out a single project. All Federal 
assistance programs were included except those support- 
ing construction or acquisition of land. To qualify as a 
single project, the separate programs included in the 
application had to be related through a commonality of 
purpose or ability to support related goals and be part of 
an overall strategy to achieve a common objective. 

The IGA process set forth by OMB permitted the 
grantee to deal with one Federal contact point rather 
than separately with several different agencies. A consol- 
idated grant application was submitted in lieu of a 
separate application for each of the programs under 
which funds were requested. A single grant award notice 
was issued, with synchronized funding periods in lieu of 
a number of grant awards, each with its own funding 
period. Federal funds were delivered through one chan- 
nel rather than through several different advance pay- 
ment or reimbursement systems. The grantee made 
financial reports through a single fmancial reporting 
system and was subject to a coordinated set of program 
monitoring requirements rather than separate require- 
ments for each program. One project completion report 
was fded, instead of individual reports for each partici- 
pating program, and a single audit was used rather than 
separate ones. 



Federal Regional Councils (FRCs) served as the initial 
point of contact for IGA applicants and were responsible 
for regional administration of the program in accordance 
with GSA directives and under general supervision of the 
Under Secretaries' Working Group. Under the auspices 
of the Federal Regional Council, the IGA application 
was processed by a task force consisting of members of 
participating agencies, both Federal and state, and the 
approved grant was administered by a lead Federal 
agency designated by the FRC. 

At the start, OMB authorized the FRCs to undertake 
24 IGA projects, including continuation of the four that 
were part of the original 1969 test. As of December 
1974, 24 projects were underway, involving a total of 
over $33 million in Federal funds, and an additional 
seven proposed projects with total requested fundmg of 
$9 million were under consideration. 

First Assessment of IGA 

OMB issued an assessment of IGA in November 1973, 
covering the period from January 1972 to September 
1973 . '~  During that period, IGA was in effect in 26 
pilot projects nationwide. 

The overall assessment was positive, crediting IGA 
with a substantial contribution to interagency and 
intergovernmental relations. Success was attributed to 
the close cooperation of the FRCs, Federal and state 
agencies, and public interest groups. Yet the report 
found a need for refining policy and administrative 
procedures, encouraging a stronger commitment to IGA 
at all levels, and promoting greater experience among 
FRCs and Federal agencies in administration of the IGA 
projects. To promote additional experience, the report 
urged expansion of the pilot effort from 26 to a 
maximum of 65 projects nationwide. 

In response to recommendations in the report, GSA 
took a number of actions, including establishment of a 
full-time IGA staff in GSA's Office of Federal Manage- 
ment Policy, expansion of pilot projects from 26 to 34 
nationwide, establishment of an IGA information center 
and clearinghouse at GSA, and publication of a GSA 
newsletter. GSA also issued a policy statement which 
permitted land acquisition and construction grants in 
IGA projects on an experimental basis to a maximum of 
ten nationwide, and required use of certain forms 
mandated under Federal Management Circular 74-7 in 
place of forms designed for IGA. The report also 
recommended revision of OMB's original guidelines, but 
this recommendation was deferred pending Congression- 
al action on joint funding legislation. When the legisla- 

tion was enacted, attention was directed to the develop- 
ment of implementing regulations rather than to revision 
of the guidelines. 

"New Federalism" Hearings 

IGA was one of the focuses of the hearings on "New 
Federalism" conducted by the House Subcommittee on 
Intergovernmental Relations in early 1974. H.R. 11236, 
the proposed Joint Funding Simplification Act, was then 
before the subcommittee. In his testimony, Dwight Ink, 
then deputy administrator, General Services Administra- 
tion, who had been responsible initially for launching 
IGA within OMB before transfer to GSA, commented 
and responded to questions on experience with IGA." 

He felt that the results to date had been encouraging. 
He discounted certain FRCs' estimates that IGA applica- 
tions required more Federal administrative effort than 
would have been required for separate categorical grants, 
pointing out that pilot efforts usually took more effort 
than a program once fully operational. Varying degrees 
of decentralization among Federal agencies and their 
regional offices created difficulties for applicants in 
obtaining timely approval actions and funding decisions, 
Ink conceded, but he felt that the situation was 
improving. Standardization of administrative require- 
ments through OMB Circular A-102 (later FMC 74-7) 
and development of audit standards through FMC 73-2 
would, he said, facilitate use of joing funding. 

Ink disagreed with the charge that IGA projects were 
selected because of political pressures rather than simply 
on merit. Among other reasons, he felt that the usual 
motivation for such pressure was absent, since IGA, 
unlike programs like Planned Variations, bestowed no 
additional funds on the applicant. 

Ink stressed the importance of approaching IGA first 
as an experimental program, then as a pilot program: 

I believe very strongly that one of the 
reasons that we have had so much difficulty 
with domestic programs in the past is that 
we have somehow expected these programs 
to have the capacity to suddenly start out 
full-blown across the country without exper- 
iments, without pilot operations. And then 
we fmd that the programs fail. AU right, do 
they fail because their objeciives were bad, 
or because the policies were bad, or do they 
fail because of bad administration, or do 
they fail simply because they were not 
properly planned, designed without the ade- 



quate preliminary experience? That latter 
element is one which I think is over- 
10oked.~ 

One questioner asked about the allegation that the 
program evaluations had concentrated more on proce- 
dure than substance. Ink agreed with the charge and that 
program substance would have to receive more attention 
as the program moved forward. This would require that 
substantive communications between agencies other 
than the lead agency and the grantee would have to be 
maintained and strengthened. 

The subcommittee chairman wondered whether the 
pilot projects had been unbalanced toward planning 
projects. An OMB representative ventured that the 
primary reason for that was that state and local planning 
organizations already had the expertise and decision- 
making process for formulating areawide strategies to 
address interrelated problems. Ink pointed out that the 
experimental projects had been in the planning area. He 
felt that the pilot projects were giving an excellent test 
of planning and were testing some but not all of the 
~roblems associated with services operations, but were 
not testing many of the problems associated with 
construction. 

The chairman also asked whether the increased 
workload falling on the FRCs in the IGA process would 
not tend to influence them to resist developing new 
types of joint projects rather than stay with combina- 
tions on which they had developed experience. Ink 
thought that, as time passed and the FRCs became more 
familiar with the whole process and developed more 
expertise, that tendency would disappear. Federal offic- 
ials were unable to supply information on the size of 
workload IGA imposed on Federal personnel. 

Elmer Staats, the Comptroller General of the United 
States, testified later on IGA and the proposed Joint 
Funding Simplification Act. He indicated that he saw no 
particular harm in the IGA, nor any great potential for 
solving the problem of proliferated grants and require- 
ments, feeling that the real solution was simplification of 
requirements and legislative consolidation of separate 
categorical programs. He supported the idea of providing 
legislative sanction for IGA through the Joint Funding 
Simplification Act, but expressed some reservations 
about the adequacy of IGA experience at that point.73 

GSA's Report: The Second Assessment 

In April 1975, GSA published a report of its findings 
and recommendations from a second assessment of IGA, 
covering the period from Novhber  1973, to November 

1974.74 GSA found that the grantees endorsed IGA 
overwhelmingly, thought it was a viable process, and 
recommended that 'it continue. Grantees gave their 
strong support to IGA, GSA concluded, because of the 
actual administrative and programatic benefits which 
accrued to  them. In light of that positive reaction from 
state and local recipients, GSA said, "IGA merits the 
additional efforts that have on occasion been required of 
Federal officials to implement and administer the 
various pilot  project^."^' 

Having established the value of IGA so unequivocally 
at the outset, the bulk of the report consisted of 
identifying IGA's shortcomings and measures for reme- 
dying them. Since the Joint Funding Simplification Act 
became law shortly before the report was issued, the 
findings and recommendations were focused on guiding 
the development of implementing regulations for the act 
and were organized according to the sections of the act. 
Among the key findings were the following: 

The lack of clear policies and procedures 
had inhibited consistent application of 
the IGA process by Federal agencies and 
FRCs. GSA pointed out that much of the 
vagueness of the policies and procedures 
was deliberate in order to promote flexi- 
ble application of the process and make 
best use of the demonstration nature of 
IGA at that time. 

Failure of some local governments to 
consult with interested state agencies 
prior to submitting IGA applications to 
the FRCs inhibited full intergovernmental 
cooperation and/or prevented local grant- 
ees from realizing the full benefit of IGA 
participation. 

0 Considerable confusion existed among 
applications and Federal regional offici- 
als, because Federal agencies did not 
clearly identify the programs suitable for 
joint funding. Lack of information led to 
delays in application approval, substantial 
revisions in applicant work and budget 
plans, and inconsistent policies within the 
same Federal agency from region to 
region. 

Uniform application and report forms 
required by FMC 74-7 were not com- 
pletely adaptable to  IGA projects. 



0 Clear agreement did not exist on the legal 
interpretation of a non-statutory adminis- 
trative requirement or the conditions for 
a waiver under IGA projects. 

0 Staff limitations and turnover in Federal 
agencies and FRCs had inhibited develop- 
ment of expertise necessary to process 
and manage IGA projects. 

0 Some Federal agencies assigned low prior- 
ity to IGA projects, thereby inhibiting 
efficient use and development of the 
process at all levels. In some cases, this 
was due to the experimental nature of 
IGA. 

0 Procedures for processing IGA applica- 
tions were too general in nature and 
lacked adequate controls, which led to 
delays in processing and unnecessary 
work for applicants. 

0 With respect to  uniform technical and 
administrative requirements, IGA pilot 
projects had not been audited uniformly, 
nor had responsibility for project audits 
been clearly defined. On the other hand, 
conflicting administrative requirements 
on financial reporting, timing of pay- 
ments, and record and property account- 
ability could generally be worked out 
through negotiation among participants 
in an IGA project. 

0 Considerable confusion existed through- 
out the IGA pilot effort over the proper 
role of the lead agency and other partici- 
pating grant agencies. 

0 On funding arrangements and procedures, 
experience indicated the need for flexible 
methods of payment to grantees when 
several assistance programs were involved. 
Experience in integrating block and for- 
mula grants had been mixed, so no 
general conclusions were possible. 

0 The majority of IGA pilot projects 
tended to be administered by grantees 
with relatively sophisticated and well 
established planning and management 
capabilities. This suggested the need for 
technical assistance and training for other 
potential grantees. 

0 State grantor agencies had had limited 
participation in IGA pilot projects, al- 
though such participation had begun to 
increase. 

Efforts to  compare the costs to grantees 
and grantor agencies of integrated versus 
conventional grants proved inconclusive. 

In its recommendations for implementing the Joint 
Funding Simplification Act, based on these finding, 
GSA urged that Federal agency heads give sufficient 
priority to  implementation of the act and communicate 
this priority to agency field staff and potential appli- 
cants. They also recommended that agency heads iden- 
tify their programs suitable for joint funding, especially 
block and formula grant programs, and designate joint 
funding coordinators for central and regional offices. 
Local government officials were urged to coordinate 
joint funding applications with appropriate state agen- 
cies before submitting them to Federal agencies. 

The GSA report recommended a list of steps to be 
taken in writing the implementing regulations, including 
providing detailed descriptions for special administrative 
procedures; requiring maximum feasible compliance 
with the requirements of FMC 74-7; specifying joint 
funding responsibilities of Federal agencies, including 
lead agencies and other participating grantor agencies, 
Federal Regional Councils, state grantor agencies, and 
state and local applicants; providing a definition of 
non-statutory administrative requirements and providing 
for waiver of such requirements where appropriate; and 
requiring Federal officials to solicit state agency partici- 
pation in review of applications from local governments, 
and to encourage state financial participation. 

GSA felt that more consideration needed to be given 
to several problems before recommending specific 
actions on them: development of an acceptable, tech- 
nical definition of a jointly funded project; definition of 
anticipated costs and benefits of joint funding; establish- 
ment of data requirements for reporting to  Congress; 
and determination of the feasibility and need for a 
formal regional and/or national arbitration process to 
resolve disputes arising over conflicting administrative 
requirements. 

GAO Assessment 

GAO also conducted a review of IGA operations, 
directed toward determining whether the program im- 
proved the delivery of Federal assistance to state and 



local governments. It covered six projects in four Federal 
regions, primarily during FY 1 974.7 

The report, perhaps as expected, did not emphasize 
the positive results as much as OMB and GSA had. It 
found that the projects reviewed only partially achieved 
the benefits contemplated. Under each of the principal 
aspects of the IGA process - preapplications, consoli- 
dated single application, integrated award and funding, 
project monitoring, and audits - the report identified 
the program benefits and problems which limited their 
achievement. Many of the problems had been acknowl- 
edged in the GSA study. For four of the projects, an 
attempt was made to determine whether cost savings 
were achieved. The lack of pertinent data and failure of 
the projects to follow guidelines precluded a complete 
analysis, so GAO's conclusions on workload analysis 
were based primarily on impressions received from 
program participants. It concluded that the IGA process 
was more time consuming for Federal agencies and, 
occasionally, for grantees. Further, there was neither a 
reduction nor an increase in staffing by grantees and 
Federal agencies but rather a reallocation of priorities 
and responsibilities among staff. 

GAO reached the general conclusion that: 

The lack of adequate Federal coordina- 
tion and commitment impeded the IGA 
probim from achieving its full potential. 
The program's experimental nature may 
have contributed to this inadequacy. The 
Federal agencies' lack of clearly defined 
responsibilities for reviewing, approving, and 
administering IGA plans and projects and 
GSA's general lack of program guidance and 
clarification also contributed to the pro- 
gram's limited success. Violations of basic 
program requirements and confusion and 
misunderstandings among program partici- 
pants were evident in each project reviewed 
and demonstrate the need for more training 
in joint funding principles and procedures. 
Nevertheless, grantee reaction was mixed 
concerning the level of benefits received 
under the program.77 

GAO said that it believes that OMB, GSA, and FRCs 
cannot be expected to initiate measures to increase 
Federal agencies' commitment to IGA, because they do 
not have direct authority to control the level of 
participation by individual Federal agencies. It indicated 
that the Under Secretaries' Working Group (USG) must 
provide the stimulus. The report therefore recommended 

that the USG monitor and periodmlly evaluate the 
guidance and leadership provided by OMB, GSA, and the 
FRCs and the level af Federal agencies' responses, and 
make appropriate suggestions and recommendations to 
help assure effective administration and an appropriate 
response level by Federal agencies. 

In issuing regulations and program guidelines, the 
report recommended GSA should take a number of 
actions, including: 78 

0 require FRCs to review joint funding 
proposals to weed out those for which 
packaged programs are not interrelated or 
do not accomplish a single objective; 

0 require FRCs to monitor joint funding 
projects periodically and provide feed- 
back to  GSA and the USG; 

0 establish task forces to help applicants in 
confuming funding sources and in prepar- 
ing formal applications; 

0 clarify the roles and operating relation- 
ships of lead and participating agencies in 
project monitoring activities to reflect 
adequately the need for control over 
projects in each agency's area of program 
responsibility; and 

0 require timely review and approval proce- 
dures to facilitate integrated awards and 
synchronized project periods. 

Both OMB and GSA generally agreed with GAO's 
conclusions and recommendations. OMB noted that 
many of the deficiencies reported by GAO had been 
identified in earlier studies by OMB and GSA. It felt that 
GAO should not have drawn general conclusions from 
the conditions disclosed in only the six projects re- 
viewed. GAO responded that additional research had 
confirmed the general truth of the conclusions drawn 
from the six case studies. OMB suggested that GAO 
should have made more forceful presentation of two of 
its conclusions: that the expansion in the number of 
projects should be undertaken cautiously, and that joint 
funding projects should be used to package interrelated 
programs with common purposes rather than all assist- 
ance being received. 

GSA made some of the same points as OMB. It also 
suggested that the report acknowledge GAO's participa- 
tion in the development and early review of IGA. It 
further suggested that &A0 stress that IGA is "an 



experiment that can stimulate capacity building in state 
and local agencies by removing administrative impedi- 
ments normally associated with grant administration, 
particularly when a grantee attempts to utilize several 
Federal grant programs to initiate new or modified 
delivery systems."79 GSA also observed that the GAO 
report did not distinguish between finding directly 
attributable to IGA and those which actually highhght 
deficient grant administrative practices that surface 
when brought into an IGA. "Without drawing such a 
fundamental distinction, the report leads to erroneous 
implications and has an unintended adverse effect on our 
continuing responsibility and efforts to implement the 
Joint Funding Simplication Act of 19  74. 

The Joint Funding Simplification Act 
of 1974 

In its report on the Joint Funding Simplification Act 
of 1974, the Senate Committee on Government Opera- 
tions quoted Dwight Ink, deputy administrator of GSA, 
on why such legislation was necessary, when there had 
already been several years of successful experience with 
the concept under IGA without specific statutory 
authority: 

. . . the experience gained through the con- 
duct of the IGA program has convinced us 
that permanent legislative authority for joint 
funding is necessary, if we are to expand 
beyond a pilot operation. We regard Congres- 
sional endorsement and support as desirable, 
since we find it somewhat difficult and 
timeconsuming to bring together resources 
from different programs to meet the related 
needs of grant recipients, when we must rely 
on individual agency a~thori t ies .~ ' 

With the earlier efforts, and the Administration's 
strong support based on the experience of the IGA 
program, the Joint Funding Simplification Act was 
passed and signed into law on December 5, 1974.82 

The act requires the President to promulgate regula- 
tions to assure that its provisions are applied by all 
Federal agencies consistently and in accordance with its 
purposes. Subject to the regulations and applicable law, 
Federal agency heads are authorized to identify pro- 
grams suitable for joint funding; develop guidelines or 
model projects and common application forms; modify 
administrative requirements which may impede jointly 
funded projects; establish common technical or adminis- 

trative rules with respect to jointly funded programs; 
and create common application processing and supervi- 
sion procedures, including a system for the designation 
of "lead agencies." 

Other provisions permit the development of uniform 
procedures for financial administration and the schedul- 
ing of projects, and the review of applications by a single 
board or panel. Agencies may delegate their powers and 
functions with respect to jointly funded projects to 
other agencies in order to facilitate implementation. 
Agency heads remain responsible, however, for the 
proper and efficient management of projects funded. 

The legislation authorizes the creation of a "joint 
management fund" to finance a multipurpose project. 
Each contributing agency may transfer its share of 
assistance into this fund for payment to the grantee, but 
the lead agency still is accountable for the amounts 
provided by program and by appropriation. Finally, the 
act permits determination of a single non-Federal share 
for such a project. 

By Executive Order 11867 on June 19, 1975, 
President Ford designated the Administrator of General 
Services to exercise the regulatory and other powers 
vested in the President by the statute. These powers 
were transferred to the Director of the Office of 
Management and Budget by Executive Order 11893, on 
December 31, 1975. 

Proposed Regulations 

Proposed regulations implementing the 1974 act were 
published in the Federal Register on December 24, 
1975, with final regulations expected in May 1976. The 
regulations appeared to be responsive to suggestions 
made in the GSA and GAO evaluations of experience 
under IGA. Among other improvements, they included 
more detailing of policies and procedures; clarification 
of the concept of a joint funding project, the meaning of 
non-statutory requirements that are subject to waiver, 
and the responsibilities of lead agencies and other 
Federal participants; and more specificity with respect 
to the processing of applications. Responding to the 
concern that Federal agencies might be reluctant to 
cooperate in joint projects because of the onerous 
responsibilities placed on lead agencies, the regulations 
permit lead agencies to delegate administration of the 
joint management fund to other participating grantor 
agencies. 

In preparation for putting the new regulations into 
effect, GSA requested Federal agencies to submit lists of 
programs that they considered good candidates for joint 
funding. These were to help potential applicants avoid 



programs that would not lend themselves to joint line to the FRCs specifically on joint funding, a service 
handling. They were to be published as another appendix that the program did not have when it was administered 
in the Chtalog of Federal Domestic Assistance. by GSA. 

Summary 

IGA was designed as a pilot and experimental 
program to test and develop another approach to grants 
management coordination, while Congress was still con- 
sidering establishing it by legislation. Many of its 
shortcomings should be ascribed to its experimental 
nature: the vagueness of policies and procedures, the 
lack of commitment from Federal agencies and allied 
state programs, and the uncertainty about the role of the 
lead agency. Yet, over three years, it demonstrated 
sufficient promise, in terms of positive responses from 
grant recipients, FRCs, Federal agencies, and public 
interest groups, to satisfy Congress that it was worth 
establishing by law in the Joint Funding Simplifiation 
Act of 1974, albeit with a five-year expiration date and a 
deadline for an evaluation report one year prior to that. 

The proposed regulations implementing the new act 
seem to respond to the criticisms leveled against the IGA 
demonstration in the OMB and GSA self-assessments and 
the GAO's study - at least those that could be dealt 
with in regulations. These pertain to such matters as 
soundness, clarity, and rigor of procedures, unambiguity 
of terns, appropriateness of assignment of responsibili- 
ties, and the linkages to related procedures and require- 
ments, such as FMC 74-7. 

The regulations do not, of course, answer the 
question as to whether other ingredients needed for a 
successful joint funding effort will be present in imple- 
menting the new law. Many of these had been identified 
in the assessments of IGA: less turnover of staff among 
assigned personnel from FRCs and Federal agency 
central and field offices so that an "institutional 
memory" will eventually be developed; greater dedica- 
tion by Federal agency heads to the task of making joint 
funding work; more participation by the states; less 
turnover among the members of the Under Secretaries' 
Working Group so that body can provide the kind of 
oversight that GAO thought only it could provide; 
more wefu l  selection of potential projects; and enough 
time to build the necessary understanding among all the 
parties involved. 

The transfer of the joint funding responsibility to 
OMB holds out hope for a somewhat stronger central 
oversight function. Along with their responsibilities for 
general liaison between OMB and the FRCs, the ten FRC 
representatives in OMB will provide a communication 

ALLIED SERVICES PROPOSAL 

In May 1972, President Nixon announced his inten- 
tion to propose the Allied Services Act, whch would 
give "state and local officials authority to consolidate 
the planning and implementation of the many separate 
social service programs into streamlined, comprehensive 
plans - each customdesigned for a particular area."83 
Its principal initiator, one-time HEW Secretary Elliot 
Richardson, proclaimed that it would "help to build the 
capacity of service providers for joint plans and opera- 
tions across program lines, to alleviate conditions of 
dependency ."* This proposal, which was reintroduced 
in 1974 and 1975 in modified form," is another, though 
yet unrealized, effort by the Federal government to hlep 
states and localities to strengthen their coordinative and 
discretionary powers in the management of Federally 
funded programs. Like IGA, CERC and Annual Arrange- 
ments, the allied services proposal is advanced as a 
demonstration. 

The proposed legislation is aimed at the familiar 
symptoms of proliferated categorical grants, focusing on 
those in the field of human services. Hundreds of 
separate service programs, established one-by-one over a 
stretch of years, have been devised to deal with 
particular human problems without relation to other 
programs directed at similar problems. The Allied 
Services Act is designed to help states and local 
governments integrate these related program resources to 
attack the whole range of human services problems in a 
more coordinated, effective, and efficient manner. 

The act defines "human services" as those provided 
to individuals or their families in need thereof to help 
them achleve, maintain, or support the highest level of 
personal independence and economic self sufficiency, 
including health, education, manpower, social, vocation- 
al rehabilitation, aging, food and nutrition, and housing 
services. It identifies the ways in which state and local 
governments create obstacles to the effective coordina- 
tion of these services: "fragmentation among many 
service agencies and units of government of the responsi- 
bility for serving dependent individuals and families," 
"the lack, at state and local levels, of any single locus of 
accountability for the effective management and deliv- 
ery of services," and "only informal and ad hoc means 
of coordination and communication among agencies and 
units of government providing human seryices." The 



purpose of the act is to provide a program todevelop, 
demonstrate, and evaluate the utility of coordinating 
human services delivery through such means as "new 
cooperative arrangements and reorganization of func- 
tions at all levels." 

Five fundamental authorities would provide the 
administrative tools for developing, demonstrating, and 
evaluating integrated delivery of human services at the 
local level: 

It would provide demonstration planning 
grants to participating states, and through 
them, to localities. The grants would be 
for a maximum period of two years. 
After initiation of a work plan, the 
planning authorities contained in each 
participating categorical program sup- 
ported by HEW could be consolidated 
into a single planning grant in each state 
and local government. 

Upon approval of the plan, the act would 
provide implementation grants for up to 
three years to states and localities to 
cover the costs of installing comprehen- 
sive, integrated management and support 
systems. These would include manage- 
ment information systems. 

It would authorize the transfer of up to 
30 percent of the funds from any partici- 
pating program to any other related 
program purpose contained within the 
work plan. Exempted from this provision 
are funds available to the states under 
Medicaid, the cash assistance programs of 
the Social Secwity Act,  and grants to 
state or local educational agencies under 
Title I of the Elementary and Secondary 
Education Act of 1965. The exclusions 
are made basically because these are 
means-tested programs. 

It enables joint funding across agency 
lines to maximize resources and redrlce 
duplication. 

The act authorizes the Secretary of HEW 
to grant administrative, regulatory, and 
technical waivers when the allied services 
plan demonstrates that existing require- 

ments impede the logical integration of 
human services. 

These provisions are dependent upon state compli- 
ance with minimum Federal standards and guidelines 
and upon regular evaluations of state performance. 

There are four key elements in the Allied Services Act 
process. First is the planning and development process, 
which involves Federal, state, and local participation but 
places the major responsibility on the state governor. 
Initially, he designates (a) appropriate planning and 
service districts within the state and (b) local agencies 
which have agreed to participate within each substate 
district and be responsible for development and imple- 
mentation of local plans. Upon designation, local agen- 
cies develop local allied services plans 'based upon 
comprehensive need assessments, services inventories, 
and participation of interested agencies, organizations, 
and individuals. Upon receiving these local plans, the 
governor or his designated state agency prepares a 
statewide allied services plan for submission to HEW for 
review and approval. HEW regional offices participate in 
the preliminary review and approval, as well as the 
monitoring and evaluation of individual state plans. 
Consultation with, and review by, other Federal depart- 
ments or agencies occurs where state plans include 
service programs outside the jurisdiction of HEW. 

The second key element is the range of programs to 
be included in the allied services plans. States must 
include services under Aid to Families with Dependent 
Children, Child Welfare Services, and Title XX (Social 
Services) of the Socid Security Act.  They must also 
include a minimum of three additional human services 
programs under HEW. Eventually the hope is to inte- 
grate all human services. 

The third element in the ASA process is the evalua- 
tion report. States must provide such reports assessing 
the impact of integration and consolidation on client 
conditions. 

Finally, basic support services (e.g., information 
systems and intake and referral procedures) must 
comply with minimum Federal specifications. 

The Allied Services Act is a measure which the 
Administration intended to push for adoption in 1976.8~ 
Supporters attribute lack of success since introduction 
of the first proposal in 1972 to a number of factors, 
including opposition from interest groups associated 
with individual programs susceptible to consolidation or 
fund transfer, the sharing of legislative jurisdiction over 
the measure by as many as four committees in Congress, 
and the difficulties of any Administration proposal in a 
Congress heavily dominated by the other party. 



SUMMARY OF 
FINDINGS AND CONCLUSIONS 

This chapter has examined another Federally initiated 
effort to improve the intergovernmental grant system 
short of consolidation of categorical grants or substitu- 
tion of block grants, and special revenue sharing. This 
"middle range" reform effort consists of Federal mea- 
sures to enhance the processes by which state, regional, 
and local grant recipients set program priorities and 
coordinate Federally funded activities. These measures 
are OMB Circular A-95, HUD's Annual Arrangements 
and Chief Executive Review and Comment (CERC), 
Integrated Grant Administration (IGA) and the Joint 
Funding Simplification Act, and the proposed Allied 
Services Act. 

Although these efforts have or had (some have 
expired) a common objective of improving the capabili- 
ties of the states and their political subdivisions, they 
differ, in some cases, in respect to their origins, intended 
duration, scope of functional programs to which address- 
ed, and the aspect of state, regional, and local capacity 
that they are intended to enhance. 

OMB Circular A-95 implements Title IV of the 
Intergovernmental Cooperation Act of  1968 and will 
continue as long as that legislation endures. 

Part I, which establishes the Project Noti- 
fication and Review System (PNRS), is 
the best known and most influential of 
the four parts. PNRS is a process by 
which state, regional, and local govern- 
ments are given the opportunity to review 
and comment on proposed applications 
for Federal grants that affect physical 
development and human resources. Some 
200 Federal programs are involved. 
Ideally, it can strengthen the planning 
and decision-making capabilities of af- 
fected jurisdictions by impelling them to 
consider the impact of Federal programs 
on their jurisdictions. It can also enhance 
their ability to influence that impact. 

Part I1 establishes the framework for a 
similar review and comment system ap- 
plicable to direct Federal development 
projects. A system is not prescribed, but 
use of the PNRS by Federal agencies is 
encouraged. If functioning effectively, it 
can have beneficial effects on state, area- 

wide, and local bodies similar to those of 
Part I. 

Part 111 gives governors the opportunity 
to review and comment on state plans 
required under Federal programs. It en- 
courages state comprehensive planning 
and gives the governor and his generalist 
aides a handle for exerting policy influ- 
ence over functional specialists. 

Part IV provides for the coordination of 
Federal planning and development dis- 
tricts with substate districts. It encour- 
ages states to exercise leadership in estab- 
lishing a system of substate districts 
which can provide a consistent geographic 
base for planning and coordinating Fed- 
eral, state, and local development pro- 
grams. 

Annual Arrangements, a demonstration program, 
was an administrative initiative of HUD to help prepare 
local officials for their broadened discretionary powers 
anticipated under the community development grant. 
Confined to HUD programs, it expired with the advent 
of the block grant. 

CERC was also a HUD demonstration program 
keyed to  preparing local chief executives for their 
expected expanded role under the block grant. Like the 
PNRS under A-95, it aimed to strengthen the chief 
executive's influence over Federal grants coming into the 
city and encourage a strengthening of the city's planning 
and decision-making process. Unlike PNRS, it focused 
on local government rather than areawide coordination 
and embraced more Federal programs, and, unlike 
Annual Arrangements, it extended beyond purely HUD 
programs. Sometimes CERC provided the chief execu- 
tive with Federal funds to develop the review and 
comment process. These came by virtue of the city's 
participation as a "Planned Variation" under the Model 
Cities program. As a demonstration program, CERC also 
expired with the coming of the community development 
block grant. 

ICA was an experimental, then demonstration, 
program launched by the Administration without 1 
explicit statutory sanction. From the standpoint of 
strengthening state and local processes, it aimed to 
simplify recipients' task of obtaining Federal funds and 
enhance their capacity to integrate Federal and other I 



programs directed at common objectives. Funds from all 
agencies could be combined in an integrated grant. The 
program was intended to prove the feasibility and value 
of a Joint Funding Simplification Act and expired when 
that legislation was enacted in 1974. 

The Joint Funding Simplification Act of 1974 
has the same objectives and scope as IGA. It has a 
termination date of 1979. 

0 The proposed Allied Services Act has been a 
legislative proposal since 1972, and its current version is 
endorsed by the Administration. It seeks to demonstrate 
how state and local governments can improve delivery of 
human services programs by integrating presently sepa- 
rated programs through state and local "allied services 
plans." Ideally, it would enhance planning processes in 
the human services area at both the state and local levels, 
improve the consistency of such planning between the 
two levels, and encourage the simplification and effec- 
tive delivery of related services. It would provide Federal 
funds to states (with permission for pass-through to 
localities) for human services planning purposes. 

The chapter reviewed the various evaluations of the 
performance of these programs, except for the Allied 
Services Act, which remains in the status of proposed 
legislation. The assessments varied. 

Circular A-95 

The four parts of A-95 have had varying effects on 
the processes of the states and their political subdivisions 
for controlling and coordinating the impact of physical 
development and human resource grants. Probably the 
most notable effect is from Part I, the Project Notifi- 
cation and Review System, and the support it has 
provided for areawide planning and coordination per- 
formed by regional concils. The unofficial 1973 figures 
on substate districts provided by EDA indicate marked 
strides in bringing order out of the tangle of substate 
districts spawned by Federal grants, but it is unclear how 
much this can be credited to  Past IV of the circular. 
GAO's report on A-95 raises serious doubts about the 
degree to which Part I1 has helped state, regional, and 
local jurisdictions effect the plans and decisions in direct 
Federal development projects. Similar doubts are raised 
by the Council of State Government's 1975 report on 
state planning with regard to the extent that governors 
have availed themselves of the opportunities offered by 

Part 111 to coordinate Federal program plans with state 
comprehensive plans. 

One key to the effectiveness of A-95 is the degree to 
which state, regional, and local jurisdictions take advan- 
tage of the opportunities presented by the circular: the 
initiatives asserted by governors and their generalist 
budget and planning staffs, regional councils, and 
mayors, county executives, and city managers. The 
evaluations reviewed indicate that not only have gover- 
nors fallen short in this regard, but also mayors and 
managers. When governors routinely sign-off on func- 
tional plans presented by functional specialists, and 
mayors delegate their responsibility for review and 
comment to department heads, they are foregoing a 
golden opportunity to assure that general policy con- 
cerns take precedence over narrow functional interests, a 
most important objective of policy coordination. When 
states, regional units, counties and cities fail to commit 
enough resources to make their participation effective, 
they are also passing up their opportunities. 

On another level, the report of a civil rights observer 
indicates that civil rights agencies are bypassing the 
chance afforded by A-95 to see that their concerns are 
respected in the processing of grants under the circular. 

And yet, the opportunities offered by A-95 are not 
just sitting there, waiting like ripe plums to be picked. 
Their accessibility depends a good deal upon the 
apparatus established by OMB, the Federal agencies, the 
states, and perhaps to a somewhat lesser extent regional 
bodies and local governments for channeling information 
and making decisions. Equally important, it depends on 
the resources and zeal that each dedicates to making the 
several processes function. Criticisms in the various 
appraisals, with justification in most instances, have been 
directed at these aspects of A-95 - the clarity of the 
procedures, the precision and consistency of the require- 
ments for Federal agencies' compliance, the commit- 
ment of the agencies and OMB in staff resources and 
policy support, the cooperation of the states in making 
the processes work as they affect regional and local 
bodies as well as state government itself, and the 
resources assigned and interest shown by the various 
participants at the substate and local levels. 

Most of the attention and criticism have focused on 
Part I. There has been notable progress in responding to 
those criticisms, insofar as it is reflected in improving 
the provisions of the circular and the efforts of the 
limited OMB staff managing it. Some of the changes in 
the circular are so recent that it will take time to 
ascertain how effective thery are. The same goes 
generally for the relatively recent effort to assign more 
responsibility to the FRCs for improving the Federal 



government's role in implementation. As it is, serious 
question remains whether this alone will be adequate 
without added OMB central staff. An additional ques- 
tion mark applies to the issue raised by GAO - whether 
Federal agency compliance can be achieved when pri- 
mary responsibility is left with the Federal agencies, or 
whether OMB must play a more agressive implementa- 
tion role. 

One criticism of Part I of the circular is that it does 
not do enough for participation of local chief executives 
in the review and comment process. The criticism is 
based on Part 1's adverse comparison with other Fed- 
erally inspired coordinative processes, particularly 
CERC. The recent revision includes some changes to 
improve such participation. Experience in the coming 
months should show whether the change bring improve- 
ment. 

The differential impact of the different parts of A-95 
is in large part inherent in the varying objectives and 
scope of the several parts. To some extent,it may also be 
due to the differential attention that OMB has given 
them. OMB has little knowledge about what has h a p  
pened under Parts 111 and IV, and probably not much 
more with respect to Part 11. The assessment study 
projected for 1976 is expected to cover all four parts. 
Then it should be possible to make better judgments 
about what needs to be done, if anything, to improve 
the functioning of all parts of the circular. 

Annual Arrangements and CERC 

Evaluation reports on Annual Arrangements were 
mixed. Some indicated substantial progress in the 
preparation of citywide community development strat- 
egies, the creation of coordinating mechanisms, and the 
enhancement of the chief executive's leadership role in 
community decision making. Others indicated tepid re- 
sponses from some cities for various reasons, including 

their feeling that the Federal government had ulterior 
motives involving the acceptance of controversial social 
programs, or a basic local apathy to involvement in 
Federally initiated programs. 

CERC seemed successful in a large percentage of the 
relatively few cities where it was tried in helping 
strengthen chief executives' influences over Federal 
programs affecting their communities. But there was 
some indication that a chief executive's profiting from 
CERC depended on the authority that he and his 
government already wielded in his community. CERC 
was clearly superior to Part I of A-95 in helping local 
chief executives exert influence over Federal grants 
coming into their jurisdictions. 

Annual Arrangements and CERC were designed to 
prepare localities for their broadened responsibility for 
allocating Federal community development funds under 
the new block grant. As Annual Arrangements and 
CERC cities accumulate experience under the block 
grant, there should be a better opportunity to evaluate 
how useful the two demonstrations were. 

IGA and Joint Funding 

Many of IGA's weaknesses were characteristic of an 
experimental program. The vagueness and apparent 
inconsistency of policies and procedures, for instance, 
reflected, in part, at least an attempt to try a variety of 
approaches. The program scored enough successes and 
showed sufficient promise of improvement to persuade 
Congress to sanction a full-blown, five-year trial through 
the Joint Funding Simplification Act. Regulations imple- 
menting the act responded to most of the suggestions 
that were made for improving the IGA process. Transfer 
of oversight to OMB promises some advantages in 
implementation, but Federal agencies', OMB's and 
FRCs' commitment to joint funding is still a critical 
question. 
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Chapter VI 

Findings, Issues, and 
Recommendat ions 

Thls phase of the Commission's study of the inter- 
governmental grant system has focused chiefly on 
organizational and procedural efforts undertaken at the 
Federal level to remedy some of the operational defects 
in its grant system. These might be called "middle range 
reform" efforts because they work within and accept the 
likely continuance of categorical grants. Moreover, they 
stop short of a transformation of Federal aid into a 
general revenue sharing and block grant oriented system. 
Hence, they seek to improve the management of Federal 
grants, which at this point includes a still growing 
number of categorical as well as block grants. 

Some have viewed these measures as a necessary 
prelude to more far-reaching block grant and revenue 
sharing approaches. Others view these efforts as mere 
palliatives and see in block grants and general revenue 
sharing the only real cure to the problems of categori- 
cals. Still others interpret them as a necessary com- 
ponent of a Federal assistance undertaking that includes 
all three of these intergovernmental fiscal transfer 
devices. This group notes that with the advent of block 
grants, the difficulties of coordinative management 
among them, as well as between them and categoricals, 
only underscores the need to pursue further these 
undertakings. 

Chapter I in this volume provided a historical and 
analytical introduction to these "middle range reforms." 
Chapter II assessed the role of three "target grants" in 

I 



seeking new approaches to better grant coordination and 
management. Chapter ZZZ probed Federal efforts to 
standardize and simplify grant procedures and to 
strengthen interlevel communications. The following 
chapter considered the Federal organizational response 
within the Executive Branch to the challenges of 
achieving better grants management and improved inter- 
governmental relations. Finally, Chapter V examined 
various Federal procedures geared to bolstering recipient 
state and local coordination and discretion, both in 
administrative and substantive program areas. 

This portion of the Commission's study, then, is 
restricted to Federal organizational, procedural, and 
certain program efforts geared toward upgrading grant 
management either at the Federal and/or recipient levels. 
The organizational focus is chiefly on the Federal 
executive branch, not on Congress or state and local 
governments. The procedures cover governmental circu- 
lars and the mechanisms relating to improved grant 
administration, not those that seek to implement envi- 
ronmental, civil rights, or other policy objectives. More- 
over, those procedures that deal with recipient 
coordination and discretion concerns are simply that - 
procedures, not programs of technical or program 
assistance like the 701 planning effort or the Inter- 
governmental Personnel Act. 

BACKGROUND AND SUMMARY FINDINGS 

The following provides a brief background and 
summary of the findings regarding these "middle range" 
procedural and Executive Branch organizational re- 
sponses at the Federal level. 

Organizational Responses 

An initial set of changes in the organization of the 
Federal Executive for intergovernmental relations was 
made during the Johnson administration. This period 
saw the development of three "target grants," all of 
which were intended (among other objectives) to re- 
direct the flow of Federal assistance to especially needy 
areas and to promote better coordination among various 
Federal programs. Among the organizational develop- 
ments associated with these programs were the creation 
of the Office of Economic Opportunity within the 
Executive Office of the President and its interdepart- 
mental Economic Opportunity Council, which President 
Johnson hoped would become the domestic equivalent 
of the National Security Council. The Appalachian 
Regional Commission was established on a Federal- 
multistate partnership basis, while at the local level, 

community action agencies, city demonstration agencies, 
and local development districts were formed. During this 
period, the Bureau of the Budget also became increas- 
ingly concerned with achieving more effective coordina- 
tion among Federal agencies and with its own internal 
organization and processes. The first pilot Federal 
Regional Councils were created, and the President 
designated the Vice President and Office of Emergency 
Planning as his liaisons with mayors and governors, 
respectively. 

Reorganization Plan #2 of 1970, proposed by 
President Nixon, was the genesis of the current organiza- 
tional framework for Federal assistance policy and 
management and, indeed, for all domestic activity. The 
plan created a new cabinet-level Domestic Council which 
was to be concerned with "what" the government was to 
do, while the Bureau of the Budget was redesignated the 
Office of Management and Budget and assigned responsi- 
bility for "how" these activities were to be carried out 
and "how well" they were performed. 

Other important actions were the establishment of 
the Office of Intergovernmental Relations and the ten 
Federal Regional Councils (FRCs) in 1969. The office 
which operated under the direction of the Vice Presi- 
dent, provided another element of the new machinery - 
a center for liaison between the President and state and 
local governmental officials. The FRCs provided 
mechanisms for program coordination, information, and 
liaison in the field. A process of decentralizing grant 
administration to the regional offices and the standard- 
ization of regional boundaries and office locations also 
was begun. 

By a series of separate actions, significant changes in 
the roles of many of these organizations were made in 
late 1972 and early 1973. The Office of Intergovern- 
mental Relations was disbanded, with its activities 
transferred to the Domestic Council. The Domestic 
Council itself also was altered by the development of the 
system of Presidential "counselors" as a new coordinat- 
ing element and the reduction of the council staff by 
about 50 percent. At about the same time, overall 
responsibility for several grants management procedures 
was transferred from the Office of Management and 
Budget to the General S e ~ c e s  Administration (CSA) 
and another to the Department of Treasury. These 
changes were justified on grounds that the size of the 
Executive Office of the Resident should be reduced by 
placing certain "line" functions in other agencies. In late 
1975, the CSA's activities in intergovernmental manage- 
ment were returned by action of the Congress (and over 
OMB's opposition) to the Office of Management and 
Budget . 



Major Findings. The review of activities and perform- 
ance of these organizations in Chapters I1 and IV 
suggests the following general findings: 

0 Considerable attention has been devoted to the 
better "coordination" of assistance programs 
throughout the past decade. A wide variety of 
administrative reforms have been executed, and 
still others proposed, in the service of this 
objective. However, none of these have had 
more than limited success in eliminating con- 
flicts or differences of policy and procedure 
among Federal agencies and their grant pro- 
grams. To date, it has proven impossible to 
make more than marginal improvements by 
means of organizational and procedural change 
in the operation of a system of Federal assist- 
ance programs largely characterized by frag- 
mentation, inconsistency, complexity, and 
duplication. 

Traditional administrative theory suggests that 
organizational coordination can best be ob- 
tained through a hierarchical organization 
under the direction of the chief executive. 
Hence, many analysts have recommended the 
creation of a "focal point" unit for intergovern- 
mental relations located close to the President. 
An alternative theory suggests that sufficient 
coordination often can be attained without 
recourse to hierarchical organization or central- 
ized management. These conflicting theories 
make the selection of an optimal coordination 
system difficult. Moreover, the past record of 
efforts based on both theories in the intergov- 
ernmental area show few positive results. 

The attempts to improve coordination among 
programs have demonstrated that Federal 
agencies have few incentives to standardize, 
simplify, or "target" their activities. Their 
primary concern (shared by most Congressional 
committees which oversee them, as well as most 
interest groups) is to be able to account for and 
make effective use of each specific grant pro- 
gram they administer. This naturally leads to 
differences in requirements and procedures. 

One of the most important constraints on 
coordinative activities and Federal coordinating 
agencies has been the limited interest and 
attention of the President and his top-level 

staff. While many observers believe that steady 
Presidential involvement in domestic program 
management is essential, the record offers little 
reason to suppose that priorities will change. 

0 A multiplicity of coordinating agencies some- 
times has led to conflict among them and made 
it difficult to identify specific areas of author- 
ity and responsibility. Coordinating systems 
frequently have been altered or discarded and 
replaced after short periods of use. 

0 Since 1970, the Domestic Council has been 
formally responsible for developing basic 
domestic policy, while the Office of Manage- 
ment and Budget is charged with budget devel- 
opment and management oversight. In practice, 
this division of functions between the two has 
not been sharply defined, and neither has 
monopolized the activities assigned to it. Some 
management activities were transferred to other 
Federal agencies, while the OMB, special White 
House working groups, Presidential counselors 
and assistants, other cabinet-level organiza- 
tions, and sometimes departments have played 
significant roles in policy formulation. 

0 The Bureau of the Budget, later the Office of 
Management and Budget, initiated (sometimes 
in response to Congressional enactments) many 
of the procedures to coordinate and simplify 
the operation of the categorical grant system. 
However, despite several reorganizations, the 
office has not become the significant force for 
management improvement whlch had been 
anticipated; most of its attention and resources 
continue to be concentrated on its budgetary 
activities and these, in turn, rarely have been 
geared to management purposes. 

0 Since late 1972, the Domestic Council has 
served as the primary liaison between the 
President and policy-level officials of state and 
local government. Hampered by a small staff, 
the council has devoted little attention to 
intergovernmental relations and has not pro- 
vided sufficient representation of state and 
local concerns. Similar responsibilities had been 
assigned previously to the Office of Intergov- 
ernmental Relations, the Vice President, and 
the Office of Emergency Planning. While results 
were mixed, these arrangements were somewhat 



more effective, with a key variable seeming to 
be the degree of personal commitment on the 
part of the President and the official assigned 
responsibility for the liaison activity, as well as 
the ability of staff. 

0 The Federal Regional Councils have engaged in 
a variety of useful special projects and provided 
important communications links. But they, as 
yet, have made only minor contributions to the 
coordination of Federal program operations 
and the strengthening of relations among the 
levels of government. Ths most significant 
constraint upon their activities is the continuing 
centralization of decision making for many 
assistance programs and the lack of full admin- 
istrative authority among the regional officials 
who make up the council membership. Other 
problems have included insufficient policy 
guidance from Washington and inadequate 
staffing. 

Procedural Reforms 

Three of the major procedural thrusts of the recent 
movement for "middle range" reform of categorical 
grants have been the standardization and simplification 
of grant administration procedures through management 
circulars, the improvement of intergovernmental 
information and communication, and development of 
Federal procedures for strengthening state and local 
coordination and discretion. 

The Management C'iculaR. The reform of grant 
procedures has been approached mainly through three 
key management circulars administered by OMB, then 
GSA, and finally (in January 1976) again OMB: 

0 GSA's Federal Management Ctrcular 74-7 
(formerly OMB Circular A-1 02) - Uniform 
administrative requirements for grants-in-aid to 
state and local governments. 

0 FMC 74-4 (formerly A-87) - Cost principles 
applicable to  grants and contracts with state 
and local governments. 

0 FMC 73-2 (formerly A-74) - Audit of Federal 
operations and programs by Executive Branch 
agencies. 

FMC 74-7 was a landmark circular. It standardized 
and simplified 15 areas of grant administrative require- 
ments, and placed restraints on Federal grantor agencies' 

imposition of "excessive" requirements. Its major objec- 
tives were to  ease the burden of time-consuming grantee 
requirements, emphasize performance rather than pro- 
cedures, require only essential information in reports 
and applications, and decentralize managerial responsi- 
bility while still enabling effective Federal managerial 
oversight. 

FMC 74-4 established the principles for determining 
allowable costs of programs administered by states and 
localities under Federal grants and contracts. Besides 
standardizing direct cost definitions, it provided a 
standard method for state and local recipients to recover 
indirect costs associated with administrative support 
services in Federal grant programs. 
FMC 73-2 was the Federal audit circular. In conjunc- 

tion with the promulgation of audit standards by the 
Comptroller General and the initiation of the Intergov- 
ernmental Audit Forum, it was designed to  improve the 
efficiency and effectiveness of Federal program auditing. 
Equally important, it was designed to promote the 
acceptance of non-Federal audits and encouraged greater 
consistency and quality of audit work. 

What were the general findings concerning this trio of 
circulars? 

0 Responses to  ACIR questionnaire surveys of 
state budget officials, city and county execu- 
tives, and Federal grant program administrators, 
comments by Federal agency grant coordina- 
tors, and the reports of the General Accounting 
Office and others, indicate that the three 
management circulars as a group have achieved 
improvement in the administration of the cate- 
gorical grants. Congressional consideration of 
the possibility of action to force abandonment 
of the circulars in late 1975 provoked strong 
support for continuation of the circulars from 
state and local public interest groups and 
others. 

0 A review of the experience under the circulars 
also suggests that they have not been complete 
successes and that they need different kinds 
and degrees of improvements to  attain their 
potential. While they have shortcoming in the 
substance of their provisions, their major defi- 
ciencies are in the manner and degree of their 
interpretation and implementation. 

On substance, for example, some Federal 
administrators feel that the procurement pro- 
visions of FMC 74-7 place too much trust in the 



adequacy of state and local procedures and 
safeguards. Others feel that this circular 
imposes too much standardization on Federal 
programs, with too little regard for the differ- 
ences that are vital to the achievement of 
individual program objectives. On the cost 
circular, staff members of the GAO, who are in 
the midst of an appraisal of the circular's 
effectiveness, have voiced concern over the 
clarity of the concepts incorporated in the 
circular and some states charge that the audit 
standards in FMC 73-2 are not as standardized 
as claimed. 

Regarding implementation, public interest 
groups are concerned that GSA and OMB have 
not held Federal agencies' feet to the fire 
sufficiently, and have relied too much on 
complaints as the chief, if not sole, means of 
monitoring compliance. Federal grant adrnin- 
istrators have complained that GSA interpreted 
the circulars too rigidly and without regard to 
the realities of day-today operation. Moreover, 
some observers feel that GSA and OMB do not 
put enough weight behind circular provisions 
which merely encourage rather than require 
certain practices. An example is the encourage- 
ment of non-Federal audits used under the audit 
circular. 

These criticisms of the circulars and their 
administration highbght a paramount point that 
must be understood when judging experience 
under the circulars: parties representing differ- 
ent interests in the grants process have different 
kinds of complaints. The public interest groups 
stress enforcement failures, whereas Federal 
grantor agencies chafe at efforts to standardize 
or complain about "unrealistic" interpretations 
of circular provisions. This suggests that in the 
development of improvements in grant man- 
agement, the nature of the grantor-grantee 
relationship is such that it will never be possible 
to  completely satisfy both ends of the grant 
process. 

Intergovernmental Communications and Consulta- 
tion. In the field of intergovernmental communications 
and consultation, the new measures initiated over the 
past decade also have worked to ease some of the strains 
in the categorical grant system. Yet, the record is more 
spotty than that of the management circulars, perhaps 

reflecting the plowing of newer ground than in the areas 
covered by the management circulars. 

The Regional Management Information System 
(RMIS) was an effort to equip the Federal 
Regional Councils with new tools for their task 
of interagency and intergovernmental coordina- 
tion in the field. Only one of its three compo- 
nents, the Program Budget Information 
Subsystem (BIS), survived the period of experi- 
mentation, and there was some question about 
how useful it continued to be. 

Another component, the Grant Tracking Infor- 
mation Subsystem (REGIS), focusing on 
regional offices, helped underscore the need for 
a better system of tracking grant applications. 
This contributed to the development of a new 
system for tying together grant award informa- 
tion and information on grants subjected to the 
A-95 review and comment process. 

TC 1082, the Treasury circular requiring Fed- 
eral grantor agencies to inform states of grant 
awards made within their jurisdictions, has not 
attained its potential. But again, the new 
system for reporting on grant awards holds 
forth hope for better compliance by affected 
Federal grants agencies. 

The Catalog of Federal Domestic Assistance has 
become well established as an indispensable 
source of information, despite continuing 
complaints about inadequacies and imperfec- 
tions. Year-by-year refinements were making it 
more useful and enhancing its value as the basic 
reference for information on all Federal assist- 
ance programs. A recurrent complaint, how- 
ever, was and is the inadequacy of fiscal data: 
current information on how much money is 
available under specific programs. 

Information on past expenditures began to be 
reported by location of the expenditure 
through the Federal Outlays report initiated in 
1967. While it also has limitations, it is ac- 
cepted by many as better than anything else 
available. 

Not the least of the efforts to improve com- 
munications and involve state and local officials 
more as partners in the grant process was the 



A-85 procedure for consultation with chief 
executives of state and local general purpose 
governments in advance of the issuance of new 
regulations. Initiated in 1967 in response to 
longstanding pleas from public interest groups 
for an opportunity to  be heard before regula- 
tions were frozen in concrete, the process was 
and is falling short of original expectations. 
Some have questioned whether the procedure is 
worth the effort being expended on it, but the 
public interest groups at least are unwilling to 
give up on it. 

Federal Procedures for Strengthening 
State and Local Coordination 
and Discretion 

The six measures examined in Chapter V are OMB 
Circular A-95, HUD's Annual Arrangements, and Chief 
Executive Review and Comment (CERC), Integrated 
Grant Administration (IGA), the Joint Funding Simpli- 
fication Act, and the proposed Allied Services Act. 
OMB Circular A-95 implements Title IV of the 

Intergovernmental Cooperation Act of 1968 and has 
four parts: 

Part I establishes the Project Notification and 
Review System (PNRS). This is a process by 
which state, regional, and local governments are 
given the opportunity to  review and comment 
on proposed applications for Federal grants 
that affect physical development and human 
resources. The objective is to strengthen their 
respective planning and decision-making pro- 
cesses and offer them a chance to influence 
Federal program decisions affecting their juris- 
dictions. 

Part I1 establishes the framework for a similar 
review and comment system applicable to 
direct Federal development projects. 

Part I11 gives governors the opportunity to 
review and comment on state plans required 
under Federal programs with respect to their 
consistency with state plans and policies. 

Part IV provides for the coordination of 
Federal planning and development districts 
with substate districts to help bring some order 
to the tangled undergrowth of Federally 
spawned districts. 

What effect have the four parts of A-95 had on state 
and local processes for controlling and coordinating the 
impact of physical development and human resources 
grants? 

0 Probably the most effective is Part I through 
the support it has provided for areawide plan- 
ning and coordination performed by regional 
councils. Serious doubts exist about the degree 
to which Part I1 has helped states and their 
political subdivisions. 

0 Similar doubts are raised regarding the extent 
to which governors have availed themselves of 
the opportunities offered by Part I11 to coordi- 
nate Federal program plans with state compre- 
hensive plans. Unofficial figures indicate some 
strides in bringing order out of the multiplicity 
of substate districts stimulated by Federal 
grants, but it is unclear how much this can be 
credited to  Part IV of the circular. 

A clue as to A-95's effectiveness is the degree to 
which state, regional, and local jurisdictions 
take advantage of the opportunities presented 
by the circular: the initiatives asserted by 
governors and their generalist budget and plan- 
ning staffs, by regional councils, and by 
mayors, county executives, and city managers. 
Indications are that not only have governors 
fallen short in this regard, but also local chief 
executives. 

The possibility of taking advantage of the 
opportunities offered by A-95 depends criti- 
cally upon the apparatus established by OMB, 
Federal agencies, the states, and perhaps to  a 
somewhat lesser extent regional bodies and 
local governments for channeling information 
and making decisions. It also depends on the 
resources and zeal which each dedicates to 
making the several processes function. 

0 Criticisms have been leveled at these aspects of 
A-95, particularly under Part I, and with 
justification in many instances. There has been 
notable progress in responding to these criti- 
cisms, insofar as it is reflected in improving the 
provisions of the circular and the efforts of the 
limited OMB staff managing it. Yet, there is 
serious question whether the procedure can 
work effectively without additional OMB 



central staff and as long as primary responsi- 
bility for compliance is left with the Federal 
agencies. 

Annual Arrangements and CERC were demonstration 
programs initiated by HUD to help prepare local officials 
for broadened discretionary powers expected under the 
community development block grant. An Annual 
Arrangement culminated in an annual negotiated agree- 
ment between the local chief executive and HUD 
whereby HUD agreed to approve specific grant programs 
in exchange for the city's meeting certain project 
selection criteria and taking certain prescribed steps. 
Limited to HUD programs, it expired with the advent of 
the block grant. 

Like the project notification system under A-95, 
CERC aimed to strengthen the chief executive's influ- 
ence over Federal grants coming into the city and to 
support the city's planning and decision-making process. 
It embraced more Federal programs than A-95 but also 
was terminated with the coming of the community 
development block grant. 

What does the brief record of these two procedural 
innovations suggest? 

Evaluations of Annual Arrangements were 
mixed. Some indicated substantial progress in 
preparation of citywide development strategies, 
creation of coordinating mechanisms, and en- 
hancment of the chief executive's leadership 
role. Others indicated tepid city responses for 
various reasons, including suspicion of the 
Federal government's motives and a basic indif- 
ference to Federally initiated programs. 

CERC seemed successful in many of the few 
cities where it was tried, in helping strengthen 
chief executives' influences over Federal pro- 
grams affecting their communities. Yet, some 
felt that a chief executive's profiting from 
CERC depended on the authority that he 
already wielded in his community. 

As Annual Arrangements and CERC cities 
accumulate experience under the block grant, 
there should be a better opportunity to judge 
how useful the two demonstrations were. 

IGA was an experimental, then demonstration pro- 
gram of the Administration geared to simplifying the job 
of recipients in obtaining Federal funds and to enhanc- 
ing their capacity to  integrate Federal and other pro- 

grams, including their funds, directed at common 
objectives. The program was intended to  test the 
feasibility of a Joint Funding Simplification Act, and 
expired when that legislation was enacted in 1974. 

Many of IGA's weaknesses were inherent in the 
experimental nature of the program, such as the 
vagueness and apparent inconsistency of 
policies and procedures. 
The program scored enough successes, however, 
and showed enough potential for improvement 
to help persuade Congress to authorize a 
five-year trial through the Joint Funding 
Simplification Act. 
Implementing regulations for the new act 
respond to most of the suggestions that were 
made for improving the IGA process. 

A proposed Allied Services Act was first introduced 
in Congress in 1972; the current version, like its 
predecessors, is endorsed by the Administration. It seeks 
to demonstrate how state and local governments can 
improve delivery of human services programs by inte- 
grating presently separate programs through state and 
local "allied services plans." It  would enhance the 
processes of planning human services at both the state 
and local levels and promote the simplification and 
effective delivery of related services. Its slow legislative 
progress is ascribed to the opposition of interest groups 
supporting programs they fear would be folded into an 
integrated program and to the sharing of legislative 
jurisdiction by four House committees. 

MAJOR ISSUES 

The record of these various organizational and pro- 
cedural efforts at the Federal level to strengthen grants 
management in Washington, the field, and among recip- 
ient jurisdictions inevitably raises certain basic questions. 
The following analysis of some of these, along with the 
previous catalogue of summary conclusions, provides a 
foundation for considering the range of recommenda- 
tions that completes this chapter. 

Basic Organizational Questions 

Three fundamental issues emerge from the efforts to 
mount an effective organizational response in the Fed- 
eral Executive Branch to the challenges of better grants 
management and of improved intergovernmental com- 
munications and relations: 



1. Can and should a much greater degree of 
centralized, hierarchic, organizational control be 
exerted over the performance of Federal activi- 
ties having an impact on intergovernmental 
relations? 

2. Related to the above, but couched in more 
specific organizational terms, can and should 
there be a unification of all Federal central 
management and policy development activities 
that impact on intergovernmental relations? 

3. What do such activities actually include at the 
present time? Existing assistance and 
assistance-related efforts? Existing and planned 
assistance and assistance-related undertakings? 
Or all these, as well as various direct Federal 
activities and national economic matters (in 
short, the bulk of the Federal domestic sector)? 

The fnst question is raised in several different 
contexts: at the national headquarters level, at the 
regional level, and within the various departments. 
Moreover, it has generated at least two contending 
schools of thought. On the one hand, those with a 
traditional approach to public administration believe 
that coordinated action is most readily obtained by a 
properly structured organization headed by a "strong" 
chief executive, whose oversight capacity is strengthened 
by the assistance of his staff agencies. On the other 
hand, a second group offers a variety of criticisms of the 
traditional approach, which they find has little relevance 
to many contemporary problems of policy and admin- 
istration, especially in the intergovernmental area. The 
practical and political limits on the ability of a chief 
executive to impose coordinated action also are stressed. 
Large-scale, centralized organizations, these critics argue, 
are often inefficient, unresponsive, and unreliable. More- 
over, they contend that an adequate degree of coordina- 
tion can often be attained without organizational 
centralization, and that some positive advantages flow 
from a certain amount of "overlap and 
duplication" - "competition," in their view - among 
administrative agencies. 

To complicate matters, the issue is confronted in a 
variety of guises. At the national level, it is raised in 
connection with the appropriate role of the Office of 
Management and Budget (OMB), as the management arm 
of the President. Many regard the OMB as the "proper" 
location of central mangement activities, and believe 
that it should exert considerable leverage upon the 
departments in attaining conformance to  its circulars 

and other management initiatives. The opposing view 
holds that program management is at the core of Federal 
domestic administration and that it must be viewed 
primarily as a departmental and agency, rather than a 
Presidential responsibility. Where the first concept places 
the President at the top of an administrative pyramid, 
the second places him in a secondary role, emphasizing 
instead the links between the Secretaries or bureau 
chiefs, on the one hand, and the Congressional commit- 
tees which have authorized and oversee their programs, 
on the other. 

Few now hold to t b  second conception of admin- 
istrative roles in its most extreme form. In between, 
however, there is an entire spectrum of intermediate 
positions, with some tending more one way, some the 
other. Moreover, and in the wake of Watergate, some of 
the antihierarchic proponents have developed new 
arguments. Those in t h s  group stress that the President, 
while the chief executive, is also a political leader 
concerned with h s  own reelection and that of members 
of his party or other supporters. The danger, they warn, 
is that he will seek to use the central administrative 
apparatus for his personal, political objectives. For this 
reason, some would place more restraints upon him, 
limiting his administrative authority. The opposing 
group, however, believe that an energetic executive is a 
key to the effective operation of the American national 
government and argue that such measures may cause 
more harm than they are worth. An alert press, a 
probing Congress, and effectively functioning public 
interest groups, they claim, provide adequate checks at 
this point. Here again, there is a wide range of opinions 
between these extremes. 

This same general issue arises when considering the 
Federal Regional Councils (FRCs). As currently con- 
ceived, the councils are chiefly meeting places for 
discussion and action by coequal agencies. This is 
symbolized most clearly by the status of the chairman 
who, though appointed to the office by the President, 
serves on a part-time basis for a brief period, after which 
the job is rotated to  one of his colleagues. The 
underlying theory is that adequate coordination can be 
achieved without administrative force, simply through 
consultation and cooperation. But the critics argue for 
placing the councils in a stronger line of hierarchical 
authority. Frequently advanced reforms include linking 
them directly with OMB; a permanent, full-time FRC 
chairman; and an independent FRC staff. Some of these 
critics even argue that the FRCs should become (or 
should be replaced by) "little OMBs" which can serve as 
representatives of the President in the field. This is, of 
course, what the Bureau of the Budget had sought 



initially: the re-creation of its field offices and the 
addition of a field staff. But Congress, at least through 
its Appropriations Committees, has generally opposed 
such moves, whch leaves the impression that this body 
adheres tacitly to an antihierarchic viewpoint regarding 
Federal field mechanisms. 

Interagency agreements are a third area in which t h s  
issue presents itself. These, in the traditional administra- 
tive view, are weak and generally inappropriate coordi- 
native management instruments, to be used in only those 
cases in which they are absolutely essential. Such 
agreements, the traditionalists argue, evidence poor 
organizational design. Moreover, they contend such 
agreements are often ineffective, since they often rely 
simply on the desire of two individuals in different 
agencies to work together. Their basis then is fragile, and 
a change in personnel or circumstance may void the 
agreement. For this reason, some have proposed that 
such agreements be given firmer official standing, and be 
"policed" and enforced by a central management 
agency. 

The proponents, on the other hand, find that the ad 
hoc, semi-voluntary, and fairly informal character of 
these agreements are what make them so useful. After 
all, the most effective interagency cooperation, they 
claim, is that whch emerges out of shared needs, not 
higher level coercion. Moreover, they dispute the charge 
that such agreements are a sign of poor organizational 
design, arguing that no structural rearrangement(s) could 
possibly take into account the wide variety of interpro- 
gram contacts and conflicts that present-day Federal 
activities can generate. Similar points of view - both pro 
and con - are expressed regarding the use of interagency 
committees. 

This question of organizational centralization also is 
raised in connection with the various departments. Many 
of these, like the Executive Branch generally, have little 
internal cohesion, but follow widely varying policies, 
practices, and procedures - dictated by their internal 
functional divisions. Some argue that the responsibility 
for grants management and other intergovernmental 
relations activities should be centralized within (or at 
least centrally monitored by) a unit located close to  the 
office of the Secretary. The rationale here is that there is 
likely to be a better balance between specific program 
concerns and those of coordinative management at this 
level. Yet, this position, in turn, raises serious questions 
for those seeking more of a governmentwide effort from 
OMB. 

The second question raised by the organizational 
record deals with the functional breadth of the central 
administrative and policy units. The chief problem here 

is to determine the best organizational placement of the 
several activities having intergovernmental impacts which 
may be distinguished: budget preparation, policy devel- 
opment, state-local liaison, evaluation, governmentwide 
management procedures, and legislative reference. 

One common view suggests that these functions are 
essentially only two, those relating to policy (some 
would say "politics") and those relating to administra- 
tion or management. The first involve the setting of 
basic goals and program strategies and is held to be a 
function of the highest levels: the President, the Con- 
gress, and to some degree the cabinet. The second, or 
administrative function, is that of executing or imple- 
menting these predetermined activities. This is a depart- 
mental responsibdity, though one which a central 
management agency is supposed to oversee. This split- 
level theory is, of course, that which underlies the 
division of responsibility between the Domestic Council 
and OMB as set forth in Reorganization Plan #2 of 
1970. 

Another approach to this organization locational 
issue proposes the unification of many of these activi- 
ties. A single central unit, it is argued, should assist the 
President in conceiving, developing, and then executing a 
coherent strategy. "Policy," some of its proponents 
argue, is partly the sum of an array of budgeting and 
central management actions as well as day-to-day adrnin- 
istrative and program decisions. Those who oversee and 
those who operate programs are in a very real sense 
involved in this policy process, these analysts claim. 
Moreover, decisions regarding the development of policy 
must take into account the practical administrative 
problems which determine the capability of central 
management and line departments to  implement policy 
and programs. For these and other reasons, these 
activities are seen as essentially interrelated and all but 
those pertaining to the departments and agencies are 
regarded as susceptible to unification under a single 
central unit. 

Still others see many of these activities as discrete and 
necessarily separable. While there is a need for a certain 
amount of communication and "coordination," actual 
performance may be dispersed. Indeed, in the view of 
some, there are benefits to separation. "Monopolies" 
over an activity or service are thought to be as 
detrimental in the public as in the private sphere. A 
number of centers with closely related or even over- 
lapping functions, they contend, offer greater assurance 
that all important issues will be raised and all crucial 
tasks performed. A certain "separation of powers" 
permits each unit to act as a watchdog upon the others. 

Some would argue that this is preeminently the case 



with the Federal Executive Branch's role in contempo- 
rary intergovernmental relations. Here, they point out, 
there is a range of fairly discrete activities that all fall 
under the coordinative management heading but would 
be difficult, if not impossible, to subsume under a single 
central unit. Communications regarding existing inter- 
governmental programs and procedures as well as emerg- 
ing problems and proposals; liaison on specific 
difficulties with specific jurisdictions as against liaison 
on more general questions affecting several governmental 
units; policy development for intergovernmental pro- 
grams as against that for management; and management 
of programs versus management of the program man- 
agers, they stress, are all intergovernmentally related 
activities, but they inevitably involve a range of Execu- 
tive Branch actors. 

These pluralists usually concede the need for a better 
monitoring and coordination of these various efforts, 
but they reject the idea that any single unit within the 
Executive Office of the President should or could 
assume a direct role in, and responsibility for, all of 
them. 

Looking at the recent record more directly, it is 
apparent that the Bureau of the Budget, until the 
mid-1960s, was the primary center for budget prepara- 
tion, legislative review and policy analysis, management 
improvement and "coordination," and was also a key 
contact with generalist officials of state and local 
governments - especially their own budget staffs. Thus, 
many activities were unified, although the BOB'S control 
over the departments was by no means absolute and 
some questioned its effectiveness in some of its directly 
assigned activities. 

In the period since, these activities have been divided 
in a wide variety of ways. Key staff units have included 
the Office of Economic Opportunity, the Council for 
Urban Affairs (and another for rural affairs), the 
Domestic Council, a network of Presidential counselors, 
an Office of Intergovernmental Relations, the General 
Services Administration's Office of Federal Management 
Policy, and a variety of special purpose boards and 
Presidential assistants. Yet, this pattern, too, has pro- 
duced its critics. Hence, the organizational location 
question explored here is still very much an open one. 

A third issue pertains to  the very definition of 
"intergovernmental relations." To some, the concept is 
very broad, essentially identical with domestic affairs. 
There are few domestic activities, these commentators 
argue, which do not involve all levels of government. The 
Federal government, they point out, offers some support 
for nearly every type of state and local service - or, to 
put the matter the opposite way - state and local 

governments are a primary instrument of the Federal 
government's efforts to meet its own national objectives. 
Moreover, direct Federal initiatives in the national 
economic, fiscal, income maintenance, and health 
areas-to cite only the more obvious-can critically 
condition state and local operations. Clearly, the levels 
are more interdependent than ever before, so this 
argument runs. Hence, a strong case can be made for 
joint action and considerable state-local participation in 
the development of domestic policy porposals as well as 
in the Executive budget process. 

Others argue that intergovernmental relations is a 
much narrower field, properly embracing only the range 
of assistance issues and those few Federal actions that 
impact directly on state or local governments. State and 
local governments have no special role, according to this 
view, in setting the Federal government's own basic 
national objectives. Instead, they are seen as one interest 
group among many, acting as special pleaders and 
claimants upon the Federal treasury. 

Though this debate appears to hinge simply on 
contrasting perspectives, the outcome can condition 
one's position on the earlier organizational location 
issue. And depending on the outcome, it could even 
buttress arguments that the internal organizational pat- 
tern of the Executive Branch of the Federal government, 
especially the components of the Executive Office of the 
President, is or is not a proper topic of analysis and 
criticism by state and local governments or by a 
commission whose chief concerns are intergovernmental 
relationships. 

Procedural Issues 

There seem to be two general issues with regard to 
the procedural reform measures reviewed in Chapters III 
and V: (1) Are they worth the effort, even assuming 
they achieved reasonably good standards of perfor- 
mance? (2) If they are worth the effort, what are the 
ingredients needed to make them more effective? 

Are these reform efforts worthwhile? The answer 
seems obvious, in light of the fact that the management 
circulars, improved communication efforts, and Federal 
procedures for strengthening state and local coordina- 
tion capabilities are rational responses to the problems 
they were designed to deal with; are managed and, in 
some cases, were initiated by such top management 
bodies as OMB, GSA, and the Federal Assistance Review 
(FAR) group; have been pursued over the past decade 
with considerable (though some would say inadequate) 
amounts of time, money, and talent drawn from many 
parts of the Federal government; and have the en- 



couragement and support of interested parties, particu- 
larly the public interest groups. 

Yet, there are those who hold that the answer is not 
so selfevident, particularly in relation to FMC 74-7, 
OMB Circulars A-85 and A-95, and the Joint Funding 
Simplification Act. In relation to FMC 74-7, the circular 
requiring standardization and simplification of grant 
requirements, these skeptics contend that the full range 
of project, formula-based categorical and block grants 
are inherently difficult to manage in a uniform and 
simplified way because of their sheer number and 
variety. Their different forms and requirements, these 
observers note, reflect the fact that they are aimed at 
discrete and different kinds of problems; hence, it is 
impossible to standardize and simplify them without 
interferring with their capacities to deal with individual 
problems. The truth of this analysis, they claim, is 
demonstrated by the difficulties of obtaining compliance 
with FMC 74-7, the requests for exceptions, and the 
complaints by some grant administrators that the cir- 
cular is a blunderbuss approach to a problem that 
requires the targeting precision of a rifle. With regard to 
OMB Orcular A-85, they point to the frequent failure of 
Federal agencies to  channel proposed regulations 
through the consultation process and the apathetic 
response of the public interest groups in many instances. 
On OMB Circular A-95, they contrast the volume of 
paper flow generated with the lack of feedback from 
Federal program administrators on comments submitted 
by clearinghouses and state and local agencies. A 
papermill procedure is their summary judgment here. 
The Joint Funding Simplification Act, they contend, 
while directed at helping overcome the burdens of grant 
applicants, defeats its purpose by overburdening Federal 
grant administrators, making them hesitant to commit 
serious support to the joint funding idea. The act, some 
feel, is totally ignorant of the realities of interdepart- 
mental and interprogram competition. 

These critics are very skeptical of making much 
improvement in the present system without interfering 
with the achievement of individual program goals. Some 
would prefer to see more effort put into grant consolida- 
tion and the development of support for block grants. 
This, they feel, would really give more discretion to 
grant recipients in the administration of Federal funds 
and thereby dispense more and more with the need for 
the kinds of detailed and different requirements that 
created, in the first place, the need for standardization 
and simplification, better interlevel information ex- 
change, and strengthened state and local coordinative 
capability. Others see some merit in standardization and 
unification efforts, but urge their application on a 

departmental (broadly functional) or on an intergovern- 
mental transfer mechanism (project, formula-based cate- 
gorical, and block grant) basis. Either of these 
approaches, these middling critics claim, would help 
eliminate two of the most stubborn obstructions to 
effective governmentwide undertakings in this area. 

Defenders of the governmentwide approach, while 
usually conceding the advantage of consolidation of 
narrow categoricals and promotion of more block grants, 
believe that there will always be a large number of 
categorical grants, given Congress's desire, indeed the 
national obligation, to direct funds to specific high 
priority needs and the inexhaustibility of new needs. 
That being the case, they are convinced that for the 
foreseeable future there will be the necessity on an 
across-the-board basis to ease the task of the grantor and 
particularly of the potential recipient. In addition, they 
acknowledge the great diversity in the problems that 
categoricals and block grants address and in the condi- 
tions under which grant funds need to be spent. They, 
therefore, would accept the need to look more carefully 
at the differences among programs and review FMC 74-7 
and other circulars to ascertain whether such differences 
would be reflected in less standardization, or a greater 
willingness to  allow exceptions, at least on a temporary 
basis. But they insist that all this can and should be done 
within the context of a governmentwide undertaking. 
They would acknowledge the existing shortcomings of 
A-85, A-95, and Joint Funding Simplification, but point 
to the progress that has been made in improving each 
since their inception and the basic support they elicit 
from the groups representing state and local grant 
recipients. 

These supporters of continuing efforts to improve 
grant management also point out that even under block 
grants, it is necessary to guard against the danger of too 
many and too diverse requirements, to strive constantly 
to improve interlevel consultation, and to upgrade 
coordinative capacities at the state and local levels. As 
noted in Chapter III, there are some indications that in 
some statutes authorizing block grants there is a ten- 
dency to establish more detailed requirements than now 
are permissable under FMC 74-7. If funds are not 
delivered to  the chief executives of local and state 
governments, then interprogram coordinating capacity, 
if anything, becomes a greater problem under block 
grants than under the categoricals. 

A final point made by those who support these 
procedural kinds of middle range reform efforts is that 
government, like any enterprise, must always strive to 
improve its operations. 



On balance, while filly supporting the enactment of 
additional block grants where appropriate and the 
effective administration of existing ones, the Commis- 
sion concludes that categorical grant programs will 
continue to be an integral component of the Federal 
assistance system Hence, the Commission believes that 
efforts must be continued to improve grant' adminis- 
tration through such means as management circulars, 
measures to improve intergovernmental information and 
consultation, as well as procedures for strengthening 
state and local coordination and discretion. 

The second general question regarding procedural 
reforms is: What are the ingredients needed to make the 
management circulars, the various communication/ 
consultation measures, and the procedures for enhancing 
state and local coordination more effective? Answers to 
this question involve recommended changes and there- 
fore are proposed in Part III of the recommendations 
section that follows. 

RECOMMENDATIONS 

The foregoing section probed four major questions 
raised by the recent Federal efforts to mount effective 
Executive Branch organizational and procedural re- 
sponses to the challenges of better grants management 
and improved intergovernmental relationships. After 
considering these issues and the summary findings, the 
Commission adopted the following 14 recom- 
mendations. 

Part 1 
RESPONSIBILITY FOR 

MANAGEMENT IMPROVEMENT 

The Commission concludes that legislators, chief 
executives, and the central management agenciesZ at all 
levels generally have failed to come to grips with the 
crucial impact of intergovernmental fiscal transfers and 
programs on contemporary governmental operations. 
The Commission concludes further that the political 
branches at all levels have the prime responsibility for 
strengthening the central management agencies within 
their respective administrative systems. The Commission 
recognizes that short-term and specific program concerns 
along with usual executive-legislative tensions tend to 
undercut the development of this management capacity. 
At the same time, the Commission is convinced that 
both the special program and institutional goals of 
political executives and legislators will not be achieved 

until the broader questions of interprogram and inter- 
level conflict and of better bureaucratic accountability 
are addressed. The Commission believes that these 
systemic challenges cannot be overcome without this 
management capacity. 

RECOMMENDATION 1: 
BASIC POLICY POSITION 

Hence, the Commission recommends that the polit- 
ical branches of the Federal, state, and general units of 
local government assume their historic responsibility for 
jointly establishing and sustaining the necessary central 
management mechanisms to achieve improved opera- 
tions of governmental programs and to render the civil 
service more fully accountable. The Commission further 
urges that the intergovernmental dimensions (fiscal, 
programmatic, and policy) of public management be 
made an integral component of all such administrative 
systems. 

Any analysis of recent Federal efforts to establish and 
maintain an Executive Branch structure and the pro- 
cedures needed to manage better the Federal grant 
system leads one to the general conclusion that the role 
of central management is less recognized today than a 
decade ago when most of these efforts first got 
underway. Moreover, the prime place that intergovern- 
mental relations must occupy within the range of central 
administrative activities is only slightly more apparent to 
top Executive Branch decisionmakers than it was to 
their predecessors in the mid- 1960s. Commission survey 
and other findings suggest that nearly identical problems 
exist in a majority of state and local governments. 

From its beginnings until now, t h s  Commission has 
adopted a series of policy recommendations that under- 
score its support for certain prime contemporary govern- 
mental principles. 

A strong Executive Branch is needed at nearly 
all levels and among most jurisdictions; h s ,  in 
turn, should be matched by a strong, un- 
shakled, and professionally staffed legislative 
body. 

Strength in the Executive Branch is partially a 
product of effective staff functions in the 
budgeting, planning, and personnel areas. 

Intergovernmental fiscal and program relation- 
ships impact heavily on these functions, hence 



key decisionmakers should adapt these func- 
tions to give proper recognition to these funda- 
mental features of an increasingly inter- 
dependent age. 

These principles now appear to  be ignored or rejected 
by many. Yet, the, Commission is convinced that they 
are as valid today as they ever were. Perhaps more so! 
The current rampant skepticism about political leaders, 
public programs, and civil servants should strengthen - 
not weaken - the drive for a more effective management 
of the public's business in both the legislative and 
executive branches. And a vital component of this effort 
is the effective establishment (in some jurisdictions, the 
reestablishment), full utilization, and adequate support 
of the range of central policy and administrative support 
activities without which a political executive is armless 
and the legislature is ill-informed. In light of these 
current conditions, the Commission believes it appro- 
priate to restate, perhaps in stronger terms, its tradi- 
tional position on the basic role and general significance 
of properly charged central management. 

Hence, the Commission urges the executive and 
legislative branches of the Federal, state, and appropriate 
general units of local government to assume their basic 
responsibility for effectively establishing and sustaining 
the central management units and mechanisms necessary 
to help achieve a more efficient and effective operation 
of their governmental functions. The Commission be- 
lieves this is vital to achieving a more responsible public 
service and to enabling political executives to be more 
responsive to their electorates. The Commission also 
stresses the undeniable need to incorporate within the 
activities of these central management units the pro- 
cedures and mechanisms necessary for giving full weight 
to the intergovernmental fiscal, program, and opera- 
tional impacts that condition so heavily the adminis- 
trative systems at all levels. Finally, the Commission is 
convinced that the traditional concept of legislative 
oversight must be broadened to include periodic reassess- 
ments of these jurisdictionwide management activities. 

Part 11 
FEDERAL EXECUTIVE 

BRANCH ORGANIZATION 

In light of the Federal Executive Branch's ineffective 
response to ongoing domestic/intergovernmental policy 
and management challenges, the Commission adopted 
five organizational recommendations relating to the 
central management mechanism, Federal Regional Coun- 
cils, and the Executive departments and agencies. 

RECOMMENDATION 2: 
THE CENTRAL MANAGEMENT MECHANISM 

The central management mechanism is the organiza- 
tion for dealing with a number of vital domestic and 
intergovernmental-related management activities. The 
most important of these include intergovernmental 
liaison, governmentwide grants management, domestic 
policy development, budget preparation, and legislative 
reference. These activities could be distributed among 
existing or newly created Executive Branch agencies in a 
variety of combinations, with each distributional pattern 
reflecting a different set of political, organizational, and 
management values. In light of the experience of the 
past decade or so, the following alternatives seem to be 
the more obvious ways of handling these five manage- 
ment activities: 

1. Converting the Office of Management and 
Budget (OMB) into the focal point for intergovern- 
mental relations and domestic policy and manage- 
ment more generally at the national level. The 
Domestic Council would be terminated and its 
responsibilities (which now include domestic 
policy analysis and intergovernmental liaison) 
transferred to OMB. Other measures would secure 
the office's control over those grants management 
procedures now entrusted to other agencies and 
would provide for full intergovernmental consulta- 
tion in the development of the President's budget 
recommendations. All this would require reorgan- 
ization of OMB's internal structure and additional 
staff. 

2. Building the central management mechanism 
around the Domestic Council. This could be 
accomplished by creation of an "Office of Domes- 
tic Policy and Management" (ODPM) under the 
Executive Director of the Domestic Council to 
serve as the central policy and assignment body. 
This office would assume all of the OMB's 
non-budgetary functions, including the manage- 
ment improvement activities and legislative refer- 
ence senices, and budgeting would be treated as 
an activity distinct from policy formulation and 
management, rather than as a component of them. 
The ODPM would constitute a major revitalization 
of the old cabinet system, fusing domestic policy 
and management functions and some related activ- 
ities. 

3. Establishing a separate Office of State and 



Local Governmental Affairs, thereby providing a 
clear, tangible recognition of the close inter- 
relations among Federal, state, and local activities. 
Such an office would have liaison, management, 
coordinative, and also operating responsibilities in 
the area of intergovernmental relations. The latter 
would include administration of general revenue 
sharing and other management and planning assis- 
tance programs, including HUD's 701 and pro- 
grams established under the Intergovernmental 
Personnel Act. Both OMB and the Domestic 
Council would be left in place and intact. 

4. Sharpening the division of functions be- 
tween the existing Domestic Council (the policy 
unit) and OMB (the management unit) which was 
established in Reorganization Plan #2 of 1970; 
and strengthening the performance of each of the 
units. This approach accepts the thesis that there is 
a fundamental distinction between "policy" and 
"management." The organization, staffmg, and 
internal operating procedures of OMB would be 
reviewed to make its performance consonant with 
the objectives set forth in the Executive Order 
establishing it. OMB would amme full responsi- 
bility for the range of grants management pro. 
ceduns. The Domestic Council would be upgraded 
by eliminating other cabinet-level units with simi- 
lar or duplicative objectives and membership, and 
the importance of the intergovernmental liaison 
function reaffirmed and better staffed. Finally, the 
legislative reference activities of OMB would be 
transferred to the council, since they involve 
primarily policy rather than managerial issues. 

5. Strengthening the performance of each of 
the most important specific activities that have a 
bearing upon intergovernmental relations, rather 
than emphasizing the overall organizational design. 
Thea activities include intergovernmental liaison, 
the governmentwide grants management circulars, 
related management activities, and the develop 
ment of domestic policy. Alternative approaches 
to improvement of these activities are recognized, 
as is the necessity for some general monitoring and 
some overall consistency in approach. This might 
most readily be supplied through the adoption of a 
general intergovernmental administrative policy 
and the appointment of a Presidential counselor 
for state and local governmental affairs, with the 
prime job of overseeing for the President the 
activities of the various Executive Branch units 

involved ip  one or another of the activities 
affecting Federal-state-local relations. 

6. Giving the President full discretion in organ- 
izing central management. While indicating the 
need for a stronger central management capacity 
within the Federal Executive Branch, no specific 
organizational format is proposed. Instead, this is 
held to be a matter best left to each individual 
President. The President is urged to exert vigorous 
and visible leadership of the central management 
activities which condition and are essential to 
smoother and more productive Federal-state-local 
relationships. 

7. Giving the President full discretion in organ- 
izing central management but assuring that, upon 
taking office, he has adequate institutional staff 
for conducting his various management activities 
affecting intergovernmental relations, and provid- 
ing him with a high-level assistant to help him 
monitor those activities however they may be 
distributed through the Executive Branch. 

When considering these or any other alternatives for 
the organization of central management, certain caveats 
need to be kept in mind. First, it is by no means certain 
that the fundamental dilemma of effectively coordinat- 
ing the several activities is wholly organizational or 
structural in nature. Some observers believe the problem 
is primarily political in that political decisionmakers 
have assigned effective coordinative management a very 
low priority. Existing units, they claim, could do an 
adequate job with more leadership and better top-level 
support. 

Second, public administration theorists are by no 
means in agreement on many of the fundamental issues 
subsumed in these seven alternatives. Several of the 
traditional canons of organization theory are under 
attack, and many of these canons never really dealt with 
the intricacies of Federal-state-local administrative, pro- 
gram, and fiscal relationships. At the same time, the 
divisions among the theorists are reflected in the fact 
that seven options are identified here, and these by no 
means exhaust the list of possibilities. 

Finally, many of the management activities and 
organizational questions covered in some of these 
alternatives (especially 1 and 2) go well beyond what 
some would deem to be properly intergovernmental. 
Those adhering to a wholly grants and grants-related 
definition of the Federal government's intergovern- 
mental management role could argue that proposing 



changes in the overall domestic central management and 
policy area is an improper action on the part of state and 
local governments and on the part of this Commission. 
Yet, not to be overlooked is the fact that the ACIR has 
had no hesitancy in recommending reforms in the 
executive and legislative structures of state and local 
governments. And in its 1967 Fiscal Balance and '1968 
Urban and Rural America reports, it dealt with Federal 
Executive Branch organization and procedures, though 
chiefly from the grant management and growth policy 
vantage points. 

In the Fiscal Balance report, the Commission took 
the following position: 

The Commission recommends an eleva- 
tion of attention on the part of the President 
and the Congress to the more general need 
of insuring the conduct and coordination of 
Federal grant and other programs in such a 
way as to improve the overall capability of 
state and local government and consequently 
strengthen the American federal system. Its 
importance warrants assignment by the 
President of major responsibility in this area 
to an appointee having status equivalent to 
that of a member of the cabinet. This 
official should be responsible for general 
liaison with state and local governments and 
be accessible to them regarding problems 
encountered in the administration of Federal 
grants-in-aid. Also this official should report 
at appropriate intervals to the President, 
Congress, and the public on the extent to 
which grant-in-aid programs are achieving 
their objectives and the extent to which 
state and local government is being strength- 
ened in the process. 

The Comrnission further recommends the 
strengthening of the Bureau of the Budget's 
capability to sustain a vigorous program of 
interagency coordination of Federal 
grants-in-aid. 

In light of the foregoing considerations, and after 
careful review of the strengths and weaknesses of the 
various alternatives, the Commission concludes that the 
Federal Executive Branch needs a stronger central 
management capacity, but recognizes that no single 
strategy for organizing the Executive Office of the 
President could or would over time suit the varying 
administrative styles of individual Presidents. Hence, 

'Ihe Commission recommends that the organization 
of the Executive Office of the President for central 
management purposes be flexible enough to reflect 
Presidential desires, but that there should be in place 
sufficient institutional staff to enable the President to 
exert vigorous and visible leadership in the fwe basic 
central management activities essential to smoother and 
more productive Federal-state-local relations: budget 
preparation and consultation; management, including 
govenunentwide grants management; domestic policy 
development ; intergovenunental liaison; and legislative 
reference. The Executive Reorganisation A n  concept 
should be revived to allow the Resident expeditiously to 
achieve his desired Executive Office organizational o b  
jectives. 

'Ihe Commission further recommends that the Presi- 
dent appoint a highranking assistant for intergovern- 
mental affairs having direct access to the Resident who, 
with a small professional staff, would monitor and 
evaluate for the President the various intergovernmental 
relations activities performed on a govemmentwide basis 
under whatever organizational arrangements the Resi- 
dent may establish. A key official in agencies responsible 
for budget preparation, management, and domestic 
policy development, as well as officers of Presidential 
appointive rank responsible for intergovernmental affairs 
in each department, would serve as strategic points of 
contact for and consultation with the Presidential 
assistant. 

Furthermore, recognizing the present essentially bi- 
furcated pattern of management-budget and policy 
organization, the Commission recommends that, if this 
present arrangement is continued, the organization, 
staffmg, and internal operating procedures of the Office 
of Management and Budget be thoroughly reviewed and 
evaluated by the President, the Director, and the 
appropriate committees of the Congress, with a view 
toward making OMB the primary focal point with 
adequate staff for management improvement on an 
interdepartmental, interprogram, and intergovernmental 
basis. Specific provision should be made for regular 
consultation between the Office of Management and 
Budget and officials and representatives of state and 
local govenunents on long and short-range budgetary 
and fiscal issues. Activities relating to  intergovernmental 
relations and grants management delegated by Executive 
a d e r  t o  the Department of the Treasury (TC-1082) and 
by OMB Circular A-85 to  the Advisory Commission on 
Intergovemmental Relations should be vested in the 
Office of Management and Budget. A key OMB official 
should be s p e c i f i y  assigned intergovernmental respon- 
sibilities. 



The Commission also recommends that the perfor- 
mance of the Domestic Council or its successor in the 
identification of domestic problems requiring national 
attention and the development of general domestic 
objectives and policies through the report on national 
growth and other activities be improved. Meetings of the 
full membership of the council for the consideration of 
domestic policy problems and issues should be held on a 
regular basis. Other domestic policy-related councils and 
boards with membership which largely duplicates that 
(in full or part) of the Domestic Council should be 
consolidated with the Domestic Council. The creation of 
similar bodies in the future should be avoided. 

The Commission further recommends that OMB and 
the Domestic Council continue to collaborate, but more 
effectively, in "the determination of national domestic 
priorities for the allocation of available resources" and in 
assuring "a continuing review of ongoing programs from 
the standpoint of their relative contribution to  national 
goals as compared with the use of available resources," 
as was called for in Executive Order 1 1 541. 

Finally, the Commission recognizes that organiza- 
tional arrangements may change from time to time, but 
believes that the essence of this recommendation per- 
taining to the budget, management, and policy functions 
will remain valid and compelling. 

Consistent with the basic policy position that the 
political branches of government at all levels must give 
proper recognition to the needs of central management, 
the Commission believes that for the Federal Executive 
Branch this means preeminently that the President must 
provide vigorous and visible leadership for key central 
management activities. The Commission believes, more- 
over, that if the President is to exercise that leadership, 
he must be given freedom to make key organizational 
decisions on central management. In addition, he must 
be assured certain basic resources so that he can 
discharge his central management responsibilities. This 
recommendation seeks to provide him such freedom and 
resources. 

First, it gives him a free hand to organize the central 
management function according to his own style. 
Second, it aims to assure that from the day he takes 
office, he will have adequate staff to help him discharge 
his intergovernmental management responsibilities, how- 
ever he may eventually decide to organize that staff. 
Finally, it provides him with a special high-level assistant 
to keep track of the performance of the various 
intergovernmental activities wherever they are 
conducted. 

Apart from the greater likelihood of challenging a 

President to provide managerial leadership, the granting 
of a basically free hand to the President has a number of 
arguments in its favor. 

First, it recognizes that the organizational design of 
the central management mechanism is not the most 
significant determinant of its performance. Leadership 
and a commitment to effective domestic programming 
on the part of the President and other high-level officials 
are more crucial. A variety of organizational arrange- 
ments might be equally effective, depending upon the 
specific organizational style and personal preferences of 
a President. Past organizational reforms have often 
proven disappointing in terms of actual results. More- 
over, organizational change, in the absence of continu- 
ous Presidential interest, probably would do no better. 
Giving the President basic discretion in developing his 
central management organization gives him flexibility to 
pick and choose among the various alternatives available, 
or parts thereof, and to arrive at a combination of the 
several parts that reflects his organizational objectives 
and personal management style. After all, to prescribe a 
specific pattern here would ignore the stark reality of 
the still heavily personalized character of the Presidency. 

In addition, giving the President flexibility reflects a 
judgment that available theory and experience do not 
provide a clear indication of the desirability of any 
particular organizational system. For this reason, a 
strong case cannot now be made for any specific design 
for the central management mechanism. Experts in 
public administration and political science offer quite 
conflicting counsel. 

Third, even in the aftermath of Watergate, many 
would hold that the organization of the Executive Office 
of the President should be regarded as a Presidential 
prerogative. The issues raised involve the relationship 
between the President and his closest advisors and staff 
aides. The design of the central management mechanism, 
then, is viewed by some as an area in which citizens, 
state and local officials, or even the Congress should not 
intrude. As indicated previously, the Advisory Commis- 
sion on Intergovernmental Relations has at some points 
in the past restrained itself from taking a position on 
certain matters relating to the organization of the 
Federal Executive Branch. 

Some observers add, finally, that it is difficult or 
impossible, as a practical matter, to bind a President to 
the use of a staff agency against his own inclination, no 
matter how well designed it is. Differences in the past 
roles of the cabinet, the National Security Council, the 
Domestic Council, Office of Economic Opportunity, and 
various other advisory bodies from Administration to 
Administration are noted in evidence. 



Rather than prescribe an organizational format, then, 
the Commission stresses the need for vigorous and visible 
Presidential leadership of the central management activi- 
ties which condition and are essential to smoother and 
more productive Federal-state-local relationships. At the 
same time, however, the Commission believes that it is 
important to recognize that a President coming into 
office must have adequate staff immediately available 
and in place to conduct these central management 
activities, regardless of how he may eventually decide to 
organize them. In addition, regardless of what form the 
organization of intergovernmental management activities 
takes, the President needs a person he can hold 
responsible for monitoring the performance of those 
diverse activities throughout the Federal establishment. 
That person must, on one hand, be situated high enough 
in the Executive Office to have ready access to the Chief 
Executive and carry authority in dealing with depart- 
mental officials. On the other hand, he must be in direct 
contact with authoritative officials in units that perform 
key intergovernmental duties. These include key officials 
in agencies responsible for budget preparation, manage- 
ment, and domestic policy development, and officers of 
Presidential appointive rank responsible for intergovern- 
mental affairs in each department or agency. The 
recommendation therefore proposes that the President 
appoint a high-level person to serve as his assistant on 
intergovernmental affairs, acting as his eyes and ears on 
intergovernmental matters, proposing intergovernmental 
policies, and providing state and local officials with an 
assured avenue to the President on issues of significance 
to them. 

The five central management activities identified here 
merit further elaboration, particularly regarding their' 
intergovernmental aspects which are to be the concern 
of the President's assistant for intergovernmental affairs. 
The first activity is the administration of government- 
wide grant management procedures. This includes the 
development and effective oversight and implementation 
of management circulars and other procedures (including 
the joint funding process) which are intended to 
coordinate, simplify, and decentralize the administration 
of Federal assistance programs. Equally important is 
intergovernmental liaison, which involves communica- 
tion between the President and his staff and officials of 
state, county, and municipal governments. Such com- 
munication in some instances is relatively unstructured, 
providing for the presentation of the most pressing 
problems and specific administrative difficulties not 
otherwise able to be resolved to the President. In other 
cases, communication is highly structured, as in the A-85 
regulations consultation process. 

Communication through intergovernmental liaison is, 
of course, a two-way street. It also embraces the 
provision of information on the policy objectives of the 
Administration as well as information on the nature, 
availability of funds for, requirements, and awarding of 
Federal assistance. 

Other activities of concern include the development 
of domestic policy, the preparation of the President's 
budget, and the legislative reference process. The repre- 
sentative of state, city, and county concerns and 
viewpoints in the development of domestic policy 
(including the preparation of the Report on National 
Growth and Development) is critical. Intergovernmental 
consultation should extend to the budget process, since 
most budgetary decisions have direct or indirect inter- 
governmental implications. Similarly, the legislative 
reference process should identify provisions likely to 
impact upon state and local governments, and should aid 
in the implementation of a consistent Administration 
intergovernmental policy and management strategy. 

Yet, more than the most obvious intergovernmental 
aspects of these activities are of concern to state and 
local governments. The overall quality of Federal 
policy-making affects, at least indirectly, the nature of 
the issues which face governments at the other levels. 
This provides added rationale for including domestic 
policy development, budget preparation and legislative 
reference in the cluster of activities requiring firm 
Presidential support. Some degree of coordination 
among the five activities is essential. Though distinguish- 
able, the five are (or should be) mutually supportive 
processes. This should be taken into account in whatever 
organizational framework a President may decide upon. 

In time, every President tends to evolve a central 
management organization in tune with his experience, 
his administrative style, and his policy goals. President 
Nixon developed, and President Ford has continued, a 
bifurcated organization, with the Office of Management 
and Budget responsible for budgetary and most manage- 
ment activities, and some intergovernmental liaison 
functions, and the Domestic Council responsible for 
policy development and other aspects of intergovern- 
mental liaison. The two agencies between them thus 
share the five basic central management functions 
affecting Federal-state-local affairs. 

Should this essentially bifurcated arrangement con- 
tinue, the Commission believes that it is essential that 
measures be taken to strengthen the functioning of both 
offices in their respective spheres, as well as their 
cooperation in the pursuit of mutual goals. As the 
central management unit, OMB would need to  be made 



the primary focal point with adequate staff for leader- 
ship and direction on management improvement on an 
interdepartmental, interprogram, and intergovernmental 
basis. To this end, the organization, staffing, and internal 
operating procedures of OMB would need to be carefully 
examined and evaluated by the President, the Director 
of OMB, and the appropriate committees of the Con- 
gress. On intergovernmental liaison matters, specific 
provision would need to be made for periodic consulta- 
tion between OMB and officials and representatives of 
state and local governments regarding long and short- 
range budgetary and fiscal issues. To draw into OMB all 
management-related matters affecting intergovernmental 
relations, those procedures relating to informing states 
about Federal grants, now administered by the Depart- 
ment of the Treasury, and relating to consultation with 
state and local officials on new regulations and guide- 
lines, now administered by ACIR, should be assumed by 
OMB along with its other intergovernmental responsibili- 
ties. In recognition of OMB's central intergovernmental 
role, an official in the office should be designated in 
charge of intergovernmental responsibilities. 

For its part, the Domestic Council or its designated 
successor would need to strive to improve its perfor- 
mance in the identification of domestic problems requir- 
ing national attention and the development of national 
growth and other activities. Among other changes, this 
would mean the conduct of regular meetings of the full 
membership of the council for consideration of domestic 
policy problems. Also steps would need to be taken to 
merge with the council other domestic policy-related 
councils and boards with membership which largely 
duplicates the council's, and to avoid setting up similar 
boards in the future. 

Finally, to  strengthen the central roles of these two 
units, they would have to strive, pursuant to Executive 
Order 11 54 1, to collaborate more effectively "in the 
determination of national domestic priorities for the 
allocation of available resources" and in assuring a 
"continuing review of ongoing programs from the 
standpoint of their relative contribution to national 
goals as compared with the use of available resources." 

RECOMMENDATION 3: THE 
FEDERAL REGIONAL COUNCILS 

The Commission recommends that the Resident, the 
Office of Management and Budget, and the Under 
Secretaries Group for Regional Operations move aggres- 
sively to eliminate the impediments to the more effec- 
tive operation of the Federal Regional Councils by (a) 
f d y  familiarizing policy-level officials of state and local 

governments with the purposes and activities of the 
councils; (b) analyzing the politcal and administrative 
factors that permit decentralization of grant sign-off 
authority in some assistance programs and not in others 
and securing the decentralization of the former under 
the direction of the principal regional official of each 
appropriate department and agency; (c) obtaining 
greater conformity to the standard administrative 
regions and field office locations set forth in OMB 
Circular A-105; (d) assuring the assignment by each FRC 
member agency of the staff members required for 
ongoing council operations including the A-95 review 
and comment procedure, joint funding, and special task 
forces; (e) providing to council staff such special training 
as is required for the effective performance of their 
duties; and (f) assuring continuing communications with 
and support from Washington, largely through a more 
active Under Secretaries Group.3 

The ten Federal Regional Councils (FRCs), described 
in Chapter IV ,  have been the object of considerable 
attention and discussion. Several evaluations have been 
prepared by governmental and non-governmental agen- 
cies. In addition, some FRC activities have brought them 
into contact with a considerable number of govern- 
mental officials at all levels and these have offered 
assessments based upon their experiences. Out of this 
comparatively intense examination emerged a number of 
alternative approaches to improving council operations, 
especially as they relate to intergovernmental relations. 

In general, three basic strategies may be identified. 
First, some would propose that the councils no longer be 
relied upon as a basic means for strengthening relation- 
ships within the federal system and for more coordi- 
nated, uniform administration of grant-in-aid programs. 
A second group suggests certain fairly limited changes 
for the FRCs that would enhance their capacity to 
handle presently assigned responsibilities. These changes 
could be initiated by Executive Order and not involve 
any major organizational alterations. 

A third group proposes a more rugged series of 
reforms including some or all of the following: placing 
the FRCs on a firm statutory basis; establishing a real 
executive capacity within the councils, and expanding 
their functions by law to include a range of added liaison 
and multistate regional activities. 

These differing schools of thought clearly have 
different assumptions about the politics and purposes of 
the councils. The first would restrict their use to internal 
Federal management improvement, not intergovern- 
mental relations. This change is called for because its 
proponents are convinced that program politics, Con- 



gressional politics, and public interest groups politics are 
combined to make a mockery of decentralized program 
authority, of improved interprogram coordination in the 
field, and of more constructive contacts with state and 
local governments. The second group seeks to strengthen 
the performance of the council's current agenda of 
activities, largely because it views an expansion of their 
services or a major reorientation of their role as unlikely. 
Hence, they are willing to settle for the forum formula 
for the moment. The third group, while somewhat 
divided, believes that the basic weaknesses of the FRCs 
will never be overcome by a series of band aid applica- 
tions. Fundamental systemic challenges confront the 
FRCs, they contend, and the opposing forces must be 
confronted head on. For these reasons, they focus on 
the Congress, on the nature and authority of the FRCs' 
leadership and on the FRCs' present, but even more, 
potential mission. 

The Commission supports the second of these three 
alternative approaches. It believes that the FRCs should 
be retained, but must be strengthened if they are to 
function more effectively for both intergovernmental 
and management purposes. A wide range of reforms, 
some limited, some very aggressive, are needed. While 
not altering the FRCs in any important way, these 
actions would reaffirm their roles and objectives and 
enhance their ability to achieve them. Most importantly, 
more vigorous leadership and better management on the 
part of the Under Secretaries Croup for Regional 
Operations, the Office of Management and Budget, and 
the FRCs themselves could bring about marked improve- 
ment. 

The Under Secretaries Group (USC), particularly, has 
offered inadequate guidance and support thus far. Yet, 
continuing pressure on the FRCs to come to grips with 
the problems of interagency coordination should force a 
more affirmative response on their part. Similarly, the 
USG and OMB should attempt to build the foundations 
of the councils by obtaining full decentralization of 
grant administration wherever possible, securing more 
rapid conformity to the standard regional boundary 
system, and assuring that each member agency provide 
the full-time staff member for FRC work which current 
policy requires (e.g., A-95, Joint Funding), plus addi- 
tional staff for special projects. 

Other steps also are necessary. Too often, FRC staff 
have proven to be unfamiliar with the full range of 
Federal assistance programs and with the organizations 
and operations of state and local government in the areas 
which they serve. These weaknesses could be largely 
overcome if intensive training were provided. An effort 
also should be made to familiarize all officials of state 

and local governments - especially those in the smaller 
jurisdiction - with the purposes and services whlch the 
FRCs should offer. Too frequently a lack of such 
knowledge deprives them of useful assistance and the 
FRCs of much of its potential constituency. 

In short, the Commission is convinced, that much 
could be done to enable the FRCs to achieve their 
existing mandate. And the effort would be well worth 
the investment of time and resources. In effect, the 
present format has not been given a full opportunity to 
prove itself. It should have that opportunity. On the 
other hand, it would be premature to push for expansion 
of the FRCs' role until their existing role is fully realized 
along the lines suggested here. 

RECOMMENDATION 4: ASSIGNMENT OF 
RESPONSlBl LlTY FOR INTERPROGRAM 
GRANTS MANAGEMENT WITHIN 
INDIVIDUAL DEPARTMENTS 
AND AGENCIES 

The Commission recommends that the Resident 
require the heads of Federal grant administering depart- 
ments and agencies to  assign leadership responsibility for 
interprogram grants management activities to a single 
unit with adequate authority, stature, and staff in their 
respective departments or agencies. Such activities, at a 
minimum, should include oversight of the agency's 
compliance with OMB Circulars A-85, A-89, and A-95 
and management circulars (including FMC 74-7, FMC 
744,  FMC 73-2, and OMB Circubr A-105), and respon- 
sibility for leadership and compliance with regulations 
under the Joint Funding Simplification Act of 1974. 

The departments and agencies administering domestic 
programs are numerous, complex, and powerful. To 
some degree they possess separate lives of their own 
and - short of a massive transfer of responsibility for 
day-today operational direction to the Executive Office 
of the President -there is no way that a central 
management agency can command performance by the 
line departments and agencies and by that command 
alone expect to see it happen. The program allegiances 
of grant administrators, fortified by their strong link- 
ages to clientele and other interest groups and to their 
allies in the appropriations and subject matter commit- 
tees of Congress, give them formidable power to 
challenge and often determine whether a centrally 
directed effort will succeed or fail. Hence, it is of key 
importance to the success of efforts to improve grant 
management that the departments and agencies support 
the objectives of the management and other procedural 



circulars and make a dedicated effort to achieve them as 
they apply to their own fields of operation. 

Just as effective implementation requires a focusing 
and strengthening of management responsibihty in the 
Executive Office of the President, adequate recognition 
and manifested support in the top administration of the 
departments and agencies is just as critical. This should 
take the form of clear assignment by the departmental 
Secretary or agency head of leadership responsibility for 
interprogram grant management activity to a single unit 
with adequate authority, stature, and staff. This does 
not mean that responsibility for day-to-day administra- 
tion of all circulars should be vested in the same 
organizational unit -usually this is not the case at 
present. It does mean that a single unit in the depart- 
ment or agency is responsible for seeing that the various 
activities under the circulars are being discharged effec- 
tively. The key words are "leadership" and "respon- 
sibility." It also requires that whichever units have 
day-to-day responsibility for one or more of the circulars 
be sympathetic to and have knowledge of the circulars as 
well as be dedicated to seeing that the affected program 
offices understand their importance and meaning and are 
committed to seeing that they are carried out. 

ACIR staff interviewed grants management coordi- 
nators in the major grant administering agencies. Most of 
these officials were responsible only for FMC 74-7, 
the circular on standardization and simplification of 
administrative requirements. Most, but not all, held 
management positions of substantial authority in their 
agencies. In one department, the responsibdity for 
monitoring FMC 74-7 had been shifted among several 
organization units during the effective life of the 
circular, indicating that the matter was not assigned very 
high priority within the department. 

Several of the grant coordinators expressed concern 
over the lack of understanding and awareness on the part 
of agency personnel. To what degree this was due to lack 
of interest or failure of the central coordination office to 
provide orientation and consultation is not known. It 
does suggest the need for these offices to take steps to 
see that the circulars are understood by all those who 
have a role in carrying them out. 

It goes without saying that field staff awareness of 
the circular is highly important. They are the ones who 
deal on a daily basis with state and local grant recipients 
who are the beneficiaries of improved grant administra- 
tion procedures. This study did not survey field staffs by 
questionnaire as it did Federal program administrators 
and state and local officials. However, a staff i n t e ~ e w  
with one departmental regional representative who 
happened also to be the chairman of a Federal regional 

council revealed that he was not very familiar with FMC 
74-7. This suggests a need for greater departmental 
effort to educate field staff on the objectives and 
importance of the management circulars. 

Policies and practices with respect to assignment of 
headquarters oversight responsibility vary among the 
four other grants management procedures: OMB Cir- 
culars A-85, A-89, and A-95 and the Joint Funding 
Simplification Act. A number of agencies currently do 
not assign such responsibility for A-85 or A-89 to a 
position or office with enough stature and authority to 
do the job. In rare cases is the same office also charged 
with oversight of the management circulars, joint fund- 
ing, or A-95. A similar situation exists with regard to 
A-95. Agencies have appointed liaison officers but their 
stature in the organization structure varies widely, and 
the position is usually not the same as the other 
management oversight positions. The proposed regula- 
tions implementing the Joint Funding Simplification Act 
o f  1974 require agency heads to designate an official 
within headquarters to coordinate intra-agency imple- 
mentation and serve as the primary point of contact for 
other Federal agencies and prospective applicants with 
respect to agency joint funding activities and policies 
under the act. There is no assurance that this official will 
be linked to his agency counterparts with similar duties 
under A-85, A-89, A-95, and the management circulars. 

Vesting the responsibilities for all these activities in 
the same oversight unit would bring together related 
grant management activities. The broad scope of 
responsibilities would warrant the staff and position in 
the agency hierarchy necessary to assure more effective 
agency compliance with these intergovernmental grant 
procedures. 

RECOMMENDATION 5: MONITORING 
INTERAGENCY AGREEMENTS 

The Commission concludes that existing Federal aid 
legislation and administrative regulations establish dupli- 
cative planning and application processes as well as 
overly complex and confusing rules for applicants to 
follow. They also create duplicative Federal reviews of 
state and local planning, waste of Federal funds, and lost 
opportunities for one Federal aid program to reinforce 

the benefits of another. These problems are often 
susceptible to amelioration by interagency agreements. 
While such agreements have been in use for many years, 
there is a continuing and growing need for greater 
emphasis on their use and for creating the means to 
strengthen them. 



The Commission recommends that the Office of 
Management and Budget be given responsibility for 
compiling and updating a list of the interagency agree- 
ments in effect, for evaluating them, and for initiating 
new ones or improvements to existing ones as needed to 
effectively further and support maximum feasible coor- 
dination among the various Federal aid programs. The 
Office of Management and Budget, acting through the 
Under Secretaries Group for Regional Operations and 
the Federal Regional Councils, also should be given 
responsibility for monitoring and supporting the proper 
and full implementation of these agreements. All new 
and amended interagency agreements having a signifcant 
and broad intergovernmental impact on the management 
of Federal aid programs should be reviewed and com- 
mented upon at the draft stage by state and local 
governments through the A-85 consultation process. 

Working relations among different Federal agencies 
administering related Federal aid programs have been 
established in a number of ways over the years - by 
legislation, by Presidential direction, by formal inter- 
agency agreements, and by informal agreements. In 
addition, working relationships have been established 
between units within agencies and departments both by 
legislative and administrative means. Such relationships 
are quite common, and in fact affect in one way or 
another almost all Federal aid programs. These agree- 
ments and working relationships have been used to (1) 
economize on the use of specialized government person- 
nel, (2) share Federal aid application review responsibili- 
ties in an effort to help coordinate physical development 
activities more fully, (3) consolidate planning require- 
ments to reduce duplication by applicants, and (4) 
jointly or cooperatively fund applicant activities of 
interest to more than one Federal department or agency, 
thereby using one program to reinforce another. Such 
agreements often can be more satisfactory and appro- 
priate than more general coordinating mechanisms, 
because they are specifically tailored to the detailed 
characteristics of each program involved and to any 
special legislative circumstances which govern their 
administration. 

Nevertheless, a large share of these working relation- 
ships, laboriously developed and agreed upon, have only 
been half-heartedly pursued on a day-to-day basis, or 
have actulaly fallen into disuse. The less formal the 
agreements are, the more they need constant attention 
from sympathetic staff in each agency, and the more 
dependent thay are upon continuity in both political 
and professional staff leadership. Too frequently, this 
cannot be counted upon. Thus, there is a need to more 

firmly institutionalize such work relationships and the 
interagency agreements which underlie them. 

The interagency agreements covered by this recom- 
mendation would be systematically developed with the 
assistance of the Office of Management and Budget to 
help cover many of the major grant coorlnation 
problems created by the separateness of programs which 
have interrelated objectives. This would help to over- 
come the hit or miss way in which such agreements are 
currently arrived at. With central assistance, the Federal 
agencies involved would reach agreement about how 
needed coordination could be acheved, and then while 
still tentative, the proposed agreement would be submit- 
ted for consideration by affected state and local govern- 
ments (including affected areawide units and special 
districts). This state-local review would be achieved 
through the existing A-85 Federal aid regulation clear- 
ance process which is used by the individual Federal 
agencies in developing administrative regulations for 
their own grant programs. Although the types of 
interagency agreements referred to here are presently 
subject to A-85 review, they are not being submitted 
now. Assigning to the Office of Management and 
Budget, in cooperation with the Under Secretaries 
Group for Regional Operations and the FRCs, specific 
responsibilities for seeing that these agreements are lived 
up to, introduces an element of central management, 
while retaining the participation of affected departments 
and agencies and designating a field staff for actual 
follow through. 

The need to reduce the number of separate and 
duplicative planning requirements imposed on those 
recipients of Federal aid who deal with more than one 
Federal aid program has been recognized for years. The 
Planning Assistance and Requirements Coordinating 
Committee (PARC Committee), originally established by 
HUD in 1967 and given new emphasis under the Nixon 
Administration, identified this need in great detail. Yet 
its recommendations went largely unheeded for lack of 
practical means to accomplish them. Interagency agree- 
ments, systematically sought and systematically imple- 
mented, provide a vehicle for simplifying the planning 
work which is done in the field by Federal aid recipients, 
for making best use of scarce Federal aid funding, and 
for coordinating plans and project proposals by having 
them result from a single planning process. A greater 
institutionalization of these agreements would help to 
avoid their usual fate whereby they fall into disuse after 
their original authors have moved on to other jobs, or 
after administrations have changed. 

Implementation of this recommendation would 
create a systematic attempt to initiate those agreements 



which are needed for coordinating and jointly funding 
appropriate Federal aid programs. No longer would the 
government have to depend upon sporadic initiatives by 
individual agencies, undertaken because of the individual 
interests of certain officials who happen to occupy 
appropriate positions at one time or another in those 
agencies. It also would give such arrangements continu- 
ing stature, so that they could be monitored and 
enforced over a substantial period of time. Where 
certifications of common plans, common geographic 
areas, and common recipient agencies are needed to help 
coordinate Federal aid activities below the national level, 
the FRCs would be in a position to act in a consistent 
way on behalf of all the concerned Federal agencies. 

The Commission is aware of opposing arguments to 
the effect that the long established use of interagency 
agreements makes a new recommendation on this 
subject unnecessary. If such agreements do not spring up 
naturally from the bureaucracy, it is argued, they may 
not be needed at all. Nevertheless, Congress has ex- 
pressed several overarching concerns in existing legisla- 
tion on such matters as civil rights, environmental 
protection, intergovernmental cooperation, and joint 
funding simplification. While the present pluralistic 
mixture of individual functional programs may provide 
greater opportunity for getting quick and effective 
action in these individual programs without the slow- 
downs often associated with coordination activities, it 
does not, in the Commission's view, allow adequate 
opportunity for coordination on a broader basis. Overall 
management objectives need to be given more nearly 
equal consideration along with the particular objectives 
of single function programs. In the Commission's view, 
this recommendation would help to meet this need. 

Part / / I  
PROCEDURAL REFORMS 

The remaining nine recommendations, one way or 
another, are all geared to improve the procedural 
response of the Federal government to the challenges of 
better grant management and improved intergovern- 
mental relations. 

The review in Chapters III and V of experience with 
the simplification and standardization of grant require- 
ments, new mechanisms for intergovernmental com- 
munication, and Federal procedures for strengthened 
state and local coordination and discretion suggests what 
is needed to  make these procedural reforms more 
effective. Preeminent are recognition by Congress and 
the President of the importance of grant management 
and their willingness to take steps to improve it. 

Recommendations 1, 2, and 3 have addressed this issue 
by providing for Congressional and Presidential action to 
strengthen the central management and field office 
components of the Federal government's grant manage- 
ment capability. These recommendations also provide 
another ingredient required for strengthening procedural 
reforms: adequate staff. The President and Congress can 
clearly signal their support for effective grant manage- 
ment by assuring adequate manpower for the coordinat- 
ing and directing agencies on which these recommenda- 
tions focus. Certainly, one of the principal weaknesses in 
securing compliance with the procedural reforms 
adopted over the past decade has been the understaffing 
of central management agencies and key grant manage- 
ment offices in the Federal Regional Councils and the 
departments and agencies. 

RECOMMENDATION 6: INTERAGENCY 
COMMITTEE MANAGEMENT 

The Commission recommends that the President 
reinstitute administrative guidelines and instructions 
regarding the establishment, use, and termination of 
interagency committees, with a view toward (a) monitor- 
ing and evaluating the operation of such committees 
within the Executive Branch; (b) supporting and 
strengthening those committees necessary to the effec- 
tive operation of Federal assistance programs and related 
activities; and (c) discowging the formation or contin- 
uation of unnecessary or unproductive committees. 

At the present time, the numerous Federal inter- 
agency committees are not "managed" on the govem- 
mentwide basis in any way. This is a change from past 
practice. BOB Circular A-63, first issued in 1964, 
provided guidelines regarding the establishment, use, and 
termination of interagency committees. The circular, 
formerly titled "Management of Interagency Comrnit- 
tees," has since been rewritten so as to  include only 
advisory committees (those having non-governmental 
members), following the passage of the Advisory Com- 
mittee Act in 1972. That act exempted interagency 
committees from its provisions. One consequence of this 
action is that current information on the number, 
composition, and activities of interagency committees is 
not available. Previous OMB data indicated that there 
were approximately 620 such committees in 197 1. 

The argument for the re-creation of procedures for 
central management of interagency committees reflects 
the criticism and skepticism with which such organiza- 
tions were, in the past and still continue to be regarded. 
Traditional administrative theory holds that such com- 



mittees should be strictly limited in number, and regards 
an excess of interagency committees as evidence of poor 
organizational design. Contemporary critics argue that 
such committees are frequently ineffective. The record 
of poor performance by interagency committees created 
in support of the Appalachian, OEO, and model cities 
programs discussed in this report are among the many 
examples offered. 

The Commission believes that, despite their short- 
comings, interagency committees serve a useful purpose. 
In the management of complex and interrelated activi- 
ties they provide a technique for strengthening relation- 
ships between particular programs as the need arises, and 
constitute a flexible ad hoc method for meeting coordi- 
nation problems at the agency level. 

Yet, they need to be strengthened, to remedy their 
obvious weaknesses. This means reinstituting administra- 
tive guidelines and directives governing their creation, 
use, and termination. OMB, which should monitor 
compliance with these directives, should maintain an 
accounting of the committees on a current basis. It 
should provide support to those committees that are 
essential for effective operation of Federal assistance 
programs and related activities. At the same time, there 
are now many committees which have outlived their 
usefulness or which require greater investments than 
their activities justify. These should be eliminated and 
the continuing committees should be subjected to 
periodic review. 

RECOMMENDATION 7: CONGRESSIONAL 
SUPPORT FOR CIRCULARS 

The Commission recommends that Congress provide 
qediw: statutory authorization for OMB C i r c u b  A-85 
and A-95 and existing and future circulars issued by the 
Office of Management and Budget directed toward 
standardization, simplif~cation, and other improvements 
of grants management. 

The Commission further recommends that Congress 
enact legislation clearly vesting in .the Office of Manage- 
ment and Budget the responsibility for developing the 
circulars, interpreting them, and otherwise enforcing 
compliance by the grant administering agencies. Moni- 
toring by the OMB of agencies' compliance with the 
circulars should include approval of agency regulations 
and related documents implementing these circulars. 

Finally, the Commission recommends that Congress 
enact legislation requiring submission of periodic evalua- 
tion reports on the circulars to the Congress by the 
Off- of Management and Budget. 

The managment circulars and OMB Circulars A-85 
and A-95 are addressed' to the Federal departments and 
agencies, placing certain requirements on them. These 
sometimes call for agencies to adopt new procedures or 
otherwise alter their patterns of behavior. When agencies 
resist the requirements or otherwise delay in following 
them, compliance problems arise. Responsibility for 
trying to achieve compliance falls on the central 
management agency. Its leverage on the grant adminis- 
tering agencies to get them to comply depends on several 
factors. A key one is the source of the authority for the 
circular being implemented and specifically, the extent 
to which Congress has specified support for the pro- 
cedure in legislation. 

Grant program administrators often have strong and 
direct ties to Congress and its appropriations and 
subject matter committees. Administrators' responsive- 
ness to those committees is well known. With that power 
relationship, any central management agency, whether 
OMB or some other, attempting to compel a Federal 
agency to follow a certain practice knows the danger of 
antagonizing the cognizant Congressional committees. 
Preferably, it should have the clear support of those 
committees for whatever it wishes to have the agencies 
do. 

At present, of the three Federal management circulars 
only the one on standardization and simplification (FMC 
74-7) is based to any extent on specific statutory 
authorization. The others are based on general authority 
granted by the Budget and Accounting Act o f  1921 and 
the Budget and Accounting Procedures Act of 1950. In 
the case of FMC 74-7, moreover, the statute (the 
Intergovernmental Cooperation Act of  1968) relates 
narrowly to three kinds of requirements: deposits of 
grants-in-aid, scheduling of fund transfers to the states, 
and waivers of single state agency requirements. The 
general thrust of the circular - for simplification and 
standardization of a wide array of administrative pro- 
cedures - is not given specific recognition in law. 

OMB Circular A-85 states that it is "in accordance 
with certain general purposes of Title IV of the 
Intergovernmental Cooperation Act of 1968." That title 
of the Intergovernmental Cooperation Act and Section 
204 of the Demonstration Cities and Metropolitan 
Cooperation Act of  I966 are also the principal statutory 
basis for OMB Circular A-95. In both instances, fairly 
broad statutory language is cited as the basis for quite 
specific administrative procedures. 

The lack of specific statutory endorsement of the 
circulars gives recalcitrant or dilatory grantor agencies a 
powerful reason for a casual attitude toward compliance. 
They know that their cognizant Congressional comrnit- 



tees have not explicitly sanctioned the objectives of the 
circulars; they may indeed fear that the committees 
actually are antagonistic to the circular. Providing a 
specific statutory basis for the circulars would therefore 
lend needed support to the central office responsible for 
administering the circulars. It would also be an explicit 
acknowledgement of Congressional interest in and 
concern for administrative improvement. 

Statutory authorization could take either of two 
forms. It could place the burden of interpreting and 
complying with the circulars directly on the grant 
administering agencies, reserving to the central manage- 
ment unit the supportive role of advising, coaxing, and 
otherwise backing up the agencies in carrying out the 
intent of the legislation. Alternatively the statute could 
direct the central management unit to administer the 
circular, making it plain that this means the power to 
interpret the provisions of the circular and otherwise see 
that agencies comply. 

The first alternative leaves the basic authority in the 
hands of the individual agencies, which would feel that 
they had discretion to comply with the mandate of the 
legislation at their own pace. OMB Circular A-85 
illustrates this approach. Subsection 401(b) of the 
Intergovernmental Cooperation Act, the authority for 
the A-85 consultation requirement, provides that "All 
viewpoints - national, regional, state, and local - shall, 
to the extent possible, be fully considered and taken 
into account in planning Federal or Federally assisted 
development programs and projects." Unlike subsection 
401(a) of the act which directs the President to establish 
rules and regulations to the end that certain Federal 
programs and projects most effectively serve basic 
objectives set forth in the subsection, subsection (b) 
does not mention the President. This provision of the 
law addresses the administrators of Federal or Federally 
assisted development programs and projects, placing the 
obligation for compliance directly on them, subject to 
the requirement of Section 403 that "The Bureau of the 
Budget or such other agency as may be designated by 
the President is hereby authorized to prescribe such rules 
and regulations as are deemed appropriate for the 
effective administration of this title." This vagueness of 
the consultation language in the statute, plus the absence 
of specific direction to the President in the relevant 
section, indicates a legislative intent that first responsi- 
bility for implementation rests with the departments and 
agencies, not with the President and his designated 
central management agency. 

This weakness is avoided under this recommendation 
by specific authorization for the circulars and - most 
importantly - by a clear vesting in the central manage- 

ment unit of authority to prescribe, interpret, and 
otherwise enforce rules and regulations. Agencies would 
then be unable to "self-exempt" themselves from the 
application of the circulars by means of their own 
interpretations. The central management unit still might 
have. problems in achieving compliance because of 
insufficient staff or lack of top level support in disputes 
with agencies. But those would be administrative prob- 
lems and not matters of fundamental authority. 

The Commission recognizes that long-standing Con- 
gressional suspicion of vesting too much power in OMB 
and strong linkages to categorical program administra- 
tors dispose Congress to shy away from giving OMB this 
kind of authority, and the staff needed to carry it out, 
which would be required under this recommendation. 
The Commission believes, however, this kind of action is 
necessary to make the administration of the circulars 
effective. 

It is vital that the central management unit play a 
positive monitoring role. The limitations of staff in OMB 
and GSA assigned to the management circulars have 
undoubtedly contributed to their restricted monitoring 
activity. Thus strengthening of central management 
staff, called for in Recommendation 2, should help 
strengthen the central monitoring capacity. 

Another shortcoming of current central monitoring is 
major reliance on a system of responding to complaints 
rather than positively seeking out and correcting non- 
compliance. The principal exception is that new forms 
used by the departments in implementing the various 
administrative procedures covered by the circulars must 
be cleared through OMB's general forms control process. 

Along the lines of the forms control review, monitor- 
ing would be strengthened if the circulars required that 
agency regulations, guidelines, and other policy, plans 
and procedural documents issued to implement the 
circulars be submitted in advance to OMB for approval. 
This would give OMB an opportunity to head off 
potential misinterpretations of the circulars. 

Prior approval would give OMB a more thorough 
coverage of department and agency implementation 
activities. This is vital to  more effective monitoring. In 
addition, funneling implementation instruments through 
OMB would help to regularize its opportunities for 
providing advice and assistance to the departments and 
agencies in living up to the requirements of the circulars. 
In light of the unawareness of the circulars that now 
exists in some agencies, assistance activities also need 
strengthening in OMB. 

A final measure for strengthening management of the 
circulars involves evaluation. The statute authorizing the 
circulars should include provision for periodic evaluation 



reports to the Congress by OMB. In addition, Congress 
should arrange for appropriate committees to undertake 
prompt review of these and other reports prepared by 
the General Accounting Office on any aspects of the 
management and implementation of the circulars. 

RECOMMENDATION 8: POSSIBLE 
MOD1 FICATIONS OF STANDARDIZATION 
REQUIREMENTS 

The Commission recommends that the Office of 
Management and Budget organize and head an inter- 
agency review of FMC 74-7 for the purpose of detennin- 
ing whether additional areas of administrative require- 
ments should be standardized and whether existing 
standardized requirements should be modified. Repre- 
sentatives of state and local governments should be given 
the opportunity to review and comment on any revisions 
recommended by the interagency group. 

FMC 74-7 has been in effect since October 1971. 
During that period the number of standardized adminis- 
trative requirements has remained constant at 15. These 
are mainly in the field of financial administration. The 
generally satisfactory experience with the circular sug- 
gests the need for considering other requirements for 
possible addition to the list. 

Two such areas arousing criticism among many 
recipients because of program-to-program variations are 
environmental impact statements and civil rights 
compliance requirements. 

In undertaking a re-examination of the circular and 
its coverage, attention should also be focused on an 
opposite question: whether certain existing standardized 
requirements should be modified. Chapter III noted that 
some administrators felt that the standardization 
requirements of FMC 74-7 force a uniform approach 
which ignores real differences among grants, differences 
that matter in assuring the achievement of specific 
program objectives. One example was the limitation of 
fiscal reporting to one time per quarter. This provision 
was criticized as unduly restraining for a new block grant 
program - Comprehensive Employment and naining 
Act (CETA) - which needed more up-to-date progress 
reports in order to satisfy the monitoring demands of 
Congress. Another example was the Department of 
Transportation (DOT), which has certain programs, such 
as highways, that are long-standing formula grant pro- 
grams in which over many years the Federal government 
has developed working relationships on a rather routine 
basis with state highway departments for the carrying 
out of the Federal objectives. At the same time, it has 

other programs, such as mass transit, that are newer 
programs of project grants for which eligible recipients 
are a host of local or regional bodies, some of them with 
little experience, with whom DOT has had less frequent 
contact in the past. DOT feels less need of firm project 
control for its highway grants than for its mass transit 
grants, though both are covered by similar procedural 
requirements under the circular. As a final example of 
problems under FMC 74-7, GSA's assessment of the 
Integrated Grant Administration (IGA) experiment 
found that uniform application and report forms 
required by FMC 74-7 were not completely adaptable to 
IGA projects. 

The uneasiness over standardization was evidenced by 
Federal grant administrators' answers to the survey 
questionnaire. Nineteen percent of those responding said 
standardization of preapplication procedures had had a 
negative effect on their programs, and 40 percent 
reported such an effect from standardized procedures 
for payments, determining matching shares, budget 
revisions, reporting grants close out, and record reten- 
tion. 

Several responses are made to the charge that too 
much emphasis is placed on achieving uniformity and 
simplification. First, FMC 74-7 permits agencies to 
request and be granted exceptions, and a dozen or so 
have actually been granted. One of these - a temporary 
one - was to permit CETA to require monthly report- 
ing. A second response is that objections to standardiza- 
tion should be expected. No one likes to make changes, 
but changes are the name of the game if the vast array 
and variety of requirements covering essentially the same 
administrative procedures are to be reduced in any 
appreciable degree and made easier for the recipients. 
Such simplification is after all the primary reason for 
undertaking the effort in the first place. 

A third response to the criticism of over standardiza- 
tion and simplification in the circulars is that it may not 
be the circulars that are at fault, but rather the way in 
which they are interpreted and applied by the central 
management agency. Several grant coordinators ex- 
pressed the view that GSA's Office of Federal Manage- 
ment Policy was too rigid in applying the terms of the 
circulars. Some thought that one of the virtues of 
returning management responsibility to OMB would be 
to make application of the circulars more flexible due to 
the greater opportunity for infusion of realism from 
closer association with budget staff. 

A final rebuttal is that the central management staff 
has been conscious of the need for constant examination 
of the circulars and their execution, as evidenced by the 
establishment of a special group to examine possible 



changes in the procurement provisions which have been 
among the most frequently criticized components of 
FMC 74-7. Three amendments to FMC 74-7 have been 
promulgated in the past year. 

A concerted review of FMC 74-7, as suggested here, 
would offer the opportunity to explore the validity of 
the contentions that the pendulum has been allowed to 
swing too far in the direction of uniformity. Such a 
review can be successful, of course, only if the complain- 
ing agencies can give persuasive evidence of the hardships 
caused by existing provisions and can help in developing 
suitable modifications. Representatives of state and local 
governments should be assured a chance to participate in 
such a review to assure that the practical effects at the 
receiving end of the grants are fully taken into account. 

RECOMMENDATION 9: THE 
STATES AND THE MANAGEMENT 
CIRCULARS 

The Commission recommends that the states examine 
their legislative and administrative policies and practices 
applicable to the expenditure of Federal grant funds by 
the states or their political subdivisions, including 
conditions attached to the pass-through of Federal funds 
t o  localities, with a view toward resolving in cooperation 
with the Office of Management and Budget any conflicts 
between those policies and practices and the provisions 
of Federal grant management circulars. Such examina- 
tion should include problems involved in claiming 
allowable overhead costs in performance of audits by 
non-Federal agencies. 

State governments are involved in implementation of 
the management circulars, both in their role as "passers- 
through" of Federal funds to their political subdivisions 
and as direct spenders of Federal funds. Their actions in 
these roles can have significant effects on the manner in 
which the management circulars are implemented. 

One of the criticisms voiced by local governments in 
the application of the allowable costs circular, FMC 
744, is that state governments impose interpretations of 
indirect costs in the expenditure of pass-through funds 
which conflict with those of the Federal government 
under FMC 744. The criticism is commonly made in 
connection with the Safe Streets program. Thus, local- 
ities claim that Federal policies are nullified or at least 
compromised, and the localities are not able to recover 
the costs that they are entitled to under FMC 744. In 
response to the localities' requests for the Federal 
government to forbid such state interpositions, OMB has 
adopted the view that this is a matter between the states 

and their subdivisions in which the Federal government 
traditionally does not interfere. 

This seems like a defensible Federal position. On the 
other hand, if state actions endanger the effectiveness of 
the Federal allowable costs concept, at a minimum the 
Federal government should take the initiative to work 
with the states to see if a procedure can be developed 
whereby both Federal and state objectives can be 
achieved. Since the National Association of State Budget 
Officers had a lot to do with instigating the Federal 
allowable cost circular, and cooperated in its develop- 
ment, they would be a logical group to cooperate with 
the central management office to see what could be 
worked out. 

State action could also be helpful in getting better 
mileage out of the auditing circular, FMC 73-2. An 
important part of the circular encourages use of non- 
Federal audits as a way of satisfying the Federal 
requirement that grant programs be audited at least 
every two years. Use of non-Federal audits offers 
economies in the use of limited audit resources. Experi- 
ence to date has revealed several obstacles to wider 
employment of state, local, or private auditing firms for 
performance of the Federal audit requirements. Federal 
agencies complain about the unreliability of state 
auditors, and states charge that Federal requirements are 
not as standardized as is claimed. State audit agencies 
also are inhibited by the difficulty of getting reimbursed 
for performing audits on behalf of Federal agencies. This 
relates to the unwillingness of program officials, both 
Federal and state, to use funds for other than direct 
program purposes (overhead), and the tendency of state 
legislatures and budget offices to credit any such 
reimbursements to general revenues rather than to the 
state auditing agency. 

GAO has proposed that .Federal agencies contract 
directly with state auditors to perform Federal audits as 
a way of avoiding some of these problems, and GSA 
agreed to explore that possibility. Another possibility 
which would make better use of the state auditfunction, 
as is intended by the circular, is for state legislatures and 
budget offices to examine their policies for allowing 
state audit agencies to be credited for work performed 
by the Federal government. In addition, states could 
direct greater attention to adopting the Comptroller 
General's "Standards for Audit of Governmental Organ- 
izations, Programs, Activities and Functions" as 
guidance for performing audits for Federal programs. 

States could take positive steps in still another way to 
improve the administration of Federal grants. The 
Federal interagency study of ways of implementing the 
Procurement Commission's recommendations on simpli- 



fication of Federal contract and assistance relationships 
proposed a classification of Federal assistance according 
to  degree of Federal involvement in financing and 
administration of each assistance award. The classifica- 
tion of a grant would serve to let potential recipients 
know in advance the degree of Federal involvement in 
financing and administration that they could expect. 
Thus forewarned, they would be better prepared to cope 
with Federal administrative requirements. 

The interagency study pointed out that adoption of 
the recommended Federal system would not be effective 
or helpful for local governments which receive Federal 
aid as a pass-through from the states or other local 
governments. State governments passing Federal aid on 
to  local governments would be free to use their own 
instruments and establish their own degree of involve- 
ment in the programs. To fully realize the objectives of 
clarifying Federal involvement in assistance programs, 
the interagency study asked Federal agencies to urge 
state governments to achieve more consistent patterns of 
state involvement. In addition, they recommended that 
Federal agencies require the states to communicate 
specifically the intended Federal involvement in sub- 
grantees' and subcontractors' activities. 

RECOMMENDATION 10: 
THE STATES AND A-95 

The Commission recommends that states upgrade 
their participation in the Circular A-95 process. Specif- 
ically, the Commission recommends that governors 
and/or legislatures take steps to  assure that Federal 
program plans are reviewed for their conformity with 
state policies and plans pursuant to  Part 111 of the 
circular; and that where states have developed and 
adopted statewide policies and plans impacting on local 
government, the legislatures enact statutes or the gov- 
ernors issue executive orders making state grants to 
political subdivisions that relate to such policies and 
plans subject to  the A-95 clearance process. 

OMB Circular A-95 presents governors and state 
legislatures with a variety of opportunities to have an 
impact on certain vital aspects of the Federal grant 
system as it affects their states. Through the Project 
Notification and Review System under Part I of the 
circular, state officials are offered the chance to review 
and comment on proposed Federal projects as they 
might affect state plans and programs. A similar oppor- 
tunity is presented with respect to  direct Federal 
development projects under Part 11. Part 111 requires 
Federal agencies to  obtain the views of governors on new 

and revised Federal program plans as they affect state 
plans. Part IV encourages states to develop arrangements 
for coordinating comprehensive and functional planning 
activities and establish a single set of substate planning 
and development districts within their jurisdictions. 

Properly used, these procedures can help governors 
and state legislatures influence the impact of Federal 
grant programs upon their jurisdictions, build up their 
central coordination, planning, and policy-making capa- 
bilities, and, as a fallout of the latter, bolster their ability 
to impose generalist considerations on program decisions 
that frequently give too much weight to narrow func- 
tional concerns. Yet states have lagged in exploiting the 
opportunities offered by A-95. A recent study of state 
planning conducted by the Council of State Govern- 
ments found that in many states there is little effective 
coordination of Federally mandated functional plans 
with state plans. Evidently program officials obtain 
routine sign-offs from governors on plans and plan 
amendments, and thereby governors pass up a key 
opportunity to exercise policy control over functional 
specialists and to strengthen their central planning and 
coordination capacity. 

This recommendation calls on governors and/or state 
legislatures to better exploit the opportunities offered 
by A-95 in several ways. First, it urges that they take 
steps to assure that Federal program plans are carefully 
reviewed for their consistency with state policies and 
plans, pursuant to Part 111 of the circular. Effective use 
of this tool can have three beneficial effects: it can 
influence the direction of Federal program policy; it can 
give the governor a weapon for exercising direction and 
control over state programs; and it can heighten the 
importance of state comprehensive planning, thereby 
strengthening general policy and planning processes in 
the state government. 

The other part of the recommendation encourages 
states to make better use of the Project Notification and 
Review System under Part I of the circular. It is 
addressed to states that have taken the initiative to 
develop, adopt, and implement statewide policies and 
plans impacting on local government; in other words, 
states that have demonstrated concern for controlling 
the effects of their programs on their political sub- 
division. The recommendation proposes that such states 
piggyback the notification and referral system for 
Federal grants by making the same procedure apply to  
local applications for state grants. This might be done by 
legislative mandate or executive order. While state grants 
are less important numerically than Federal grants, they 
generally have a substantial fiscal effect on state, 
areawide, and local development and this cannot be 



ignored. From the standpoint of state planning and 
program policies, this procedure would provide a mecha- 
nism for assuring that all affected state agencies are 
consulted when any one agency is asked to make a grant 
to a political subdivision. T h s  provides support for 
interagency, interprogram coordination and again should 
help emphasize the importance of comprehensive plan- 
ning, It is also another way by which the chief executive 
can exercise control over specialized program influences. 

RECOMMENDATION 11: A-85 
AND THE PUBLIC INTEREST GROUPS 

The Commission recommends that the public interest 
groups involved in OMB Circular A-85 reexamine their 
internal A-85 procedures and the resources they deploy 
to them and take steps necessary to assure more fully 
responsive participation in the process. 

Implementation of Recommendation 7 would en- 
hance OMB's authority to  administer OMB Circular A-85 
and Recommendation 4 would bolster departmental 
implementation efforts. A serious question would still 
remain regarding the effective use of the circular's 
opportunities by the public interest groups. They share 
in the causes of its ineffectiveness, as was noted in 
Chapter III. 

To assure that efforts to strengthen the Federal 
government's consultative role are not wasted, and 
indeed to counter arguments that the whole process is 
little more than a time consuming, paper shuffling 
exercise, the public interest groups need to examine 
their own procedures for reviewing and commenting on 
proposals sent to them. This would include providing 
additional staff resources as needed. The public interest 
groups naturally resist the abandonment of any channel 
of communication between them and the Federal 
government, particularly when they have had a key role 
in getting it established. They should be certain that 
they are bearing their share of the burden of seeing that 
it continues to be worthwhile. 

RECOMMENDATION 12: 
FRCs AND A-95 

The Commission concludes that there is a need for 
better coordination within the Federal establishment 
itself with respect to Federal aid programs and project 
funding decisions, as well as direct activities having 
interagency and intergovernmental impacts. Without 
such coordination, program and project conflicts may go 
unidentified and unresolved, and opportunities for one 

program to reinforce another may be lost. The A-95 
project review and comment process, the Commission 
believes, recognizes this need by requiring individual 
Federal agencies that are considering the funding of 
projects of potential concern to other Federal agencies 
to consult with such agencies; but these consultation 
opportunities are limited only to  those identified by the 
"interested" funding agency itself. The Commission 
further concludes that applying the A-95 notification, 
review, and comment procedures internally within the 
Federal government (rather than only at the state and 
areawide levels) could meet this recognized need for 
Federal interagency coordination more fully than it is 
presently being met; and that FRCs would be appro- 
priate mechanisms to do this, because they already have 
an A-95 role for monitoring Federal agency compliance 
with the state and areawide review processes. 

The Commission recommends that the Office of 
Management and Budget designate the Federal Regional 
Councils as Federal clearinghouses under Circular A-95, 
making them responsible for (a) notifying affected 
Federal agencies of grant applications having regional 
impact and intergovernmental significance, as well as 
comparable direct Federal activities subject to A-95, (b) 
preparing comments concerning the interprogram and 
intergovernmental effects of these proposed projects, (c) 
transmitting their own comments as well as individual 
agency reviews to the Federal action agency, and (d) 
more vigorously pursuing their currently assigned re- 
sponsibilities for enforcing Federal agency compliance 
with existing Circular A-95 provisions. The Commission 
further recommends that Federal Regional Councils 
provide the means for resolving issues raised in the 
Federal interagency review process. 

This action would complete a three level system of 
Federal aid review clearinghouses, consisting of over 470 
areawide clearinghouses, 50 state clearinghouses, and ten 
Federal clearinghouses. Such action probably could be 
taken without additional legislation, but an amendment 
to the Intergovernmental Cooperation Act specifically 
calling for Federal clearinghouses might be helpful in 
sanctioning their legitimacy and confirming their 
continuing role. 

The A-95 Federal aid review and comment process, as 
it has been established at the state and areawide levels 
under the provisions of Section 204 of the Demonstra- 
tion Cities and Metropolitan Development Act of  1966 
and Title IV of the intergovernmental Cooperation Act 
of 1968, has proved itself to be a very useful informa- 
tion tool for the exchange of views among the various 



levels of government, and for applying areawide planning 
analysis and recommendations to the process of making 
funding decisions on Federal aid programs. Not only has 
this process achieved much greater contact among and 
between the various units of state and local government, 
but it also has created significant pressure for these 
diverse bodies to do more planning and adopt more 
comprehensive sets of interrelated and consistent public 
policies than they ever had before. This pressure results 
from the need for a research and policy base to use in 
commenting on the likely effects of individual projects. 

Nevertheless, A-95, as presently conceived, is an 
alternative to Federal interagency coordination rather 
than a spur to it. Its basic reliance is on delegating 
Federal program coordination responsibilities to the 
state and areawide clearinghouses without recognizing 
interagency and interprogram coordination responsibil- 
ities at the Federal level itself. 

The Commission believes that it is essential to 
delegate a share of the Federal program coordination 
responsibility to states and to  areawide clearinghouses, 
in accordance with the existing A-95 procedures. Yet, 
the Commission is equally strong in its belief that the 
Federal government should retain a significant share of 
the responsibility for coordinating its own programs. 
Interchange among Federal agencies and coordination of 
their programs with one another ultimately must rest 
with the Federal government, simply because the 
Federal government in most cases reserves Federal aid 
funding decisions to itself. 

Applying the A-95 process within the Federal estab- 
lishment could be expected to have many of the same 
effects that it has had at the state and areawide levels. It 
would increase the contacts and communication among 
Federal agencies. It could make the FRCs significant 
parties in Federal aid, decision-making processes (just as 
it has done withthe areawide planning agencies which 
have been designated as A-95 clearinghouses and with 
the governors' designated state clearinghouses). It also 
could be expected to reinforce the intergovernmental 
and interprogram coordination concepts of the Inter- 
govmmentd Cooperation Act o f  I968 and the national 
growth policies planning concepts spelled out in Title 
VII of the Housing and Urban Development Act of 
1970, as they relate to Federal aid, project funding 
considerations. 

On a much more limited basis, the Environmental 
Protection Agency's (EPA) involvement in interagency 
reviews of environmental impact statements provides a 
precedent for the broader interagency reviews recom- 
mended here. In fact, the environmental impact reviews 
themselves might be strengthened through broader inter- 

agency participation in the Federal A-95 clearinghouse 
process. Additionally, the FRCs would be in a good 
position to aggregate. state and areawide plans, and 
coordinate Federal agency planning at the regional level, 
as a basis for strengthening the preparation of the 
President's National Growth Report. 

The additional recommended A-95 activity within the 
Federal government would undoubtedly take some 
additional Federal effort, but it would not have to take 
additional time in the processing of grant applications. If 
the Federal agency reviews were going on at the same 
time as the local government and state agency reviews 
under the existing circular, and subject to the same time 
limits, there would be little, if any, difference in total 
lapsed time for application processing. Those things that 
state and areawide clearinghouses now are required to do 
at their levels of government would also be required by 
the FRCs. Yet, gearing up the FRCs and the Federal 
agencies for these new tasks should be considerably 
easier than it was at the state and areawide levels, 
because of the experience gained in trying it first outside 
the Federal government. 

The increased workload implied for FRCs by this 
proposal could be kept manageable by the same means 
that the A-95 circular now provides for the state and 
areawide clearinghouses. Any project found to be of 
insufficient significance can be "signed-off' and spared 
further processing at any stage of the procedure, 
including the initial stage. Presumably there would be 
relatively few projects which would raise major inter- 
agency and intergovernmental issues needing FRC 
attention. Thus, initial screening by FRC staff would 
dispose of most projects, allowing the FRCs to 
concentrate on the few cases having major significance. 

Finally, there is the issue of whether the existing 
A-95 process should be strengthened to provide some 
means of resolving any significant interagency or inter- 
governmental issues raised by the review process. The 
Commission has previously recommended (in its Sub- 
state Regionalism series of reports) that such means be 
provided in A-95 as it relates to state and areawide 
levels, and believes therefore that a similar strengthening 
should take place at the Federal level, with the FRCs 
taking on the responsibility for resolving any such issues. 

The Commission is keenly aware that large segments 
of the Federal establishment consider interagency coor- 
dination impossible. This is one of the basic reasons why 
the A-95 process as it relates to state and local levels of 
government has been embraced by the Federal establish- 
ment. Moreover, the lack of success in many previous 
interagency coordination attempts stands as eloquent 
testimony to the soundness of this position. 



There is also the danger that applying A-95 within the 
Federal establishment may do little more than insert 
another layer of coordination and another opportunity 
for slowing down the making of grant decisions. It might 
produce additional comments on indwidual projects 
which have to be laboriously resolved before grants arq 
made. And, the FRCs are not now capable of administer- 
ing this process. They have little if any staff of their 
own, and what staff they do have (as well as the 
Councils themselves) are parochially oriented toward the 
concerns of the individual members. Moreover, the 
record of state and areawide clearinghouses has been 
uneven enough to suggest that the record of FRCs as 
Federal clearinghouses would not be any better. Some 
might do a good job, but others might not. 

Finally, the Commission is aware that, just as the 
state and areawide clearinghouses often lack any over- 
arching policies to guide their clearinghouse reviews and 
the preparation of comments, the FRCs also lack such a 
policy base. The national growth policies called for by 
the Housing and Urban Development Act of 1970 are 
considerably further from realization than most area- 
wide and state plans. Thus, the Federal clearinghouses 
may have little to offer except their assistance as a 
notification and information mechanism in fostering 
additional contacts among Federal agencies. The bene- 
fits, then, which might reasonably be expected from 
Federal clearinghouses could be substantially less than 
might be anticipated at first. 

Yet, despite these difficulties, the Commission firmly 
believes that the Federal government must make the 
effort to set its own house in order by coordinating the 
impact of its various programs. The A-95 process already 
has been tested, and shows the best promise of any 
process now known for achieving this objective. The 
FRCs should be substantially strengthened to allow 
them to perform a significant interagency A-95 clearing- 
house role. 

RECOMMENDATION 13: JOINT 
FUNDING AND RECIPIENTS 

To strengthen state and local support for and use of 
the Joint Funding Simplification Act, the Commission 
recommends that states and larger units of general local 
government assign to a single agency leadership responsi- 
bility for participation by their respective jurisdictions in 
jointly funded projects. Such responsibility should 
include the development of proposed projects and 
coordination of the joint funding activities of participat- 
ing departments. 

As the name indicates, joint funding is a process that 
draws together separately funded programs. As such, it 
seems logical that the structure set up to administer the 
process should emphasize the capability to integrate 
diverse elements. This was certainly the emphasis in the 
title of the predecessor experimental program: "Inte- 
grated Grant Administration." It is also the emphasis in 
the Federal procedure set forth in the proposed regula- 
tions implementing the Joint Funding Simplification 
Act. That procedure requires Federal grant administering 
agencies to designate one office or official within 
headquarters to coordinate intra-agency implementation 
of joint funding activities and a parallel single official or 
unit in each regional office. Upon receipt of a preappli- 
cation for a joint funding project, the FRC or a Federal 
agency designated by the FRC appoints a coordinating 
officer to oversee preapplication review. If the project 
receives favorable preapplication review, the FRC desig- 
nates a lead agency to chair a project task force of 
representatives from each agency participating in the 
project. And the regulation goes on to provide for 
further f ~ n g  of responsibility in a single official, office 
or group for seeing that the Federal side of the joint 
funding process can be made accountable at every step 
of the way. The lack of such precise fucing of accounta- 
bility gave rise to many of the criticisms of vagueness 
and inconsistency directed at the Integrated Grant 
Administration demonstration phase of the joint funding 
experience. 

At the local level there is similar need for providing a 
focal point of responsibhty among the larger jurisdic- 
tions that are expected to assemble joint funding 
projects. Initiative must come largely from the potential 
applicants, which in most cases will be local govern- 
ments. Localities will be better able to exercise that 
initiative if one individual or office is responsible for 
surveying the community's needs and identifying the 
possible ways in which they might be met through a 
project drawing together individual Federal programs 
that commonly contribute to meeting those needs. 

The logic of concentrating general leaderslup and 
coordination responsibility also extends to other parts of 
the joint funding process. One office or official can do a 
better job for the city or county in maintaining contact 
with the various officials at the Federal regional and 
central offices. In turn, one office makes it easier for 
those Federal offices to maintain easy communication 
with the grantee. It also facilitates the development of 
an "institutional memory," which can be invaluable in 
perfecting the locality's skill in playing the joint funding 
game as time goes on. That office is also the natural 
agency for keeping abreast of all new developments in 



Federal grants, particularly those that seem likely 
candidates for joint projects. This aspect of its responsi- 
bilities suggests certain advantages of the joint funding 
coordinator's being closely allied with, if not identical 
to, a grant coordinator, assuming the locality has one. 

All these considerations clearly apply at the state 
level, if the state itself initiates joint funding proposals. 
Yet, the state may have an additional involvement in 
joint funding which fortifies the case for its centralizing 
responsibility for leadership and coordination. Thls 
additional involvement stems from the possibility of a 
project drawing together both state and Federal funds. 
In such cases, Federal regulations provide for state 
representatives to join the Federal agencies in reviewing 
and passing on preapplications and applications for a 
project. For this reason, the proposed Federal regula- 
tions urge governors to designate a single state agency or 
function to receive and coordinate all requests for state 
participation in the jointly funded projects. It seems 
reasonable that the same office should have responsibil- 
ity for initiating and overseeing the processing of 
proposals from state agencies for integrating Federally 
funded projects. 

RECOMMENDATION 14: 
IMPROVING GRANT INFORMATION 

The Commission recommends that Congress and the 
Administration take steps to improve information that is 
available on grants-in4d through the Catalog of Federal 
Domestic Assistance and other sources. Specifically, the 
Commission recommends that: 

a) Congress amend Section 201 of the Intergovem- 
mental Cooperation Act of 1968 to require Federal 
agencies, upon request of the chief executive or legis- 
lative body of larger cities and counties, to inform them 
of the purpose and amounts of grants-in-aid that are 
made directly to such localities; 

b) the Office of Management and Budget publish 
annually, prior to the conclusion of each calendar year, a 
list of grant-in4d programs that are scheduled to 
terminate in the following calendar year; 

c) the Office of Management and Budget assume the 
initiative for assuring that all authorized programs are 
listed in the Catalog of Federal Domestic Assistance 
instead of relying on grantor agencies to identify such 
programs ; and 

d) the Office of Management and Budget revise the 

format of the Catalog of Federal Domestic Assistance so 
that each listing represents not more than one discrete 
program or clearly identifies the separate programs 
included under that listing; that all authorized programs 
are listed whether or not funds are appropriated there- 
for; and that the program titles in the state and local 
government indexes show the code for the type of 
assistance provided (for example, formula grants, project 
grants, direct loans, technical assistance, training). 

The Commission further recommends, in connection 
with paragraph (a) above, that states explore the 
possibility of providing their larger localities with 
information on the purpose and amounts of grants-in-aid 
which the state sends to such localities. Such informa- 
tion should cover both direct grants from the state and 
Federal grants passed through the state government. 

The review of Federal efforts to improve intergovern- 
mental communication and consultation found that 
there has been movement along a broad front in the past 
decade, but with mixed results. Thls recommendation 
seeks to  bolster some of the weaker points in the 
communication process. 

Part (a) of the recommendation is concerned with 
Section 201 of the Intergovernmental Co~peration Act 
of 1968. While that section calls for Federal agencies to 
provide states with information about grants awarded to 
the states and their jurisdictions, it carries no parallel 
mandate for reporting to localities on grant awards made 
within their boundaries. Yet, the larger cities and 
counties also have difficulties in coordinating grants-in- 
aid within their jurisdictions and therefore could profit 
from having the kind of information on Federal grants 
which states are now entitled to under Section 201. 

Localities' need for such information has been rec- 
ognized in other Federal grants management procedures. 
One of these is the A-95 process of review and 
evaluation of grants for their consistency with local or 
areawide plans. Another was the Chief Executive Review 
and Comment (CERC) part of the Planned Variations 
experiment that preceded the Community Development 
block grant. CERC provided the chief executive with 
information on all Federal grants having an impact on 
his community, whether they were going to  a city 
agency outside his control, to a county or special 
district, or to  a public or private non-profit agency. The 
purpose was to increase the ability of local general 
purpose government to set local priorities and to carry 
out Federally assisted programs in accord with those 
priorities. The chief executive was not only informed 
about applications for Federal assistance within his 



community, but he was given the right to review and 
comment on them. 

CERC was closed out with the termination of the 
Planned Variations experiment. However, the January 
1976 revision of OMB Circular A-95 requires areawide 
clearinghouses to send notifications of all projects 
affecting h s  jurisdiction to the chief executive of every 
general local government if he requests them. The list of 
programs subject to the A-95 process has now risen to 
200 but is still far short of all the programs providing 
funding within local areas. Inasmuch as Treasury 
Circular 1082 requires that state governments be pro- 
vided information on all programs sending money to 
their jurisdictions, which includes many more than the 
200 affected by A-95, a good case can be made for the 
same service being provided to the chief executives of 
local governments. This requires amending Section 201 
of the Intergovernmental Cooperation Act. 

It would be wasteful and of dubious utility to have 
such grant information sent to chief executives of all 
general local governments, regardless of size. A popula- 
tion cutoff should be established based on analysis of 
the numbers of direct Federal grants and their dollar 
amounts that go to  localities of different sizes. Also, the 
requirement should be limited only to direct Federal- 
local grants, since Federal agencies have no quick and 
reliable way of knowing which grants to states are passed 
through to which localities and in what amounts. 

The latter provision raises an important question 
about the large amount of Federal grants that reach 
localities via state governments. The last paragraph of 
the recommendation urges states to explore the possibil- 
ity of plugging this gap by furnishing the larger localities 
with information on such pass-through funds, as well as 
on grants that are strictly state funded. 

Part (b) of the recommendation addresses the general 
problem of helping state and local grant recipients, not 
to mention the Congress, anticipate possible changes in 
Federal grant policy. Federal failure to give states and 
localities more forewarning of such changes is one of the 
most persistent criticisms of the present system. Part (b) 
would serve to give them official notice of which specific 
grant programs would come up for renewal or termina- 
tion within the next year and enable them to adjust their 
plans accordingly. 

Parts (c) and (d) of the recommendation are directed 
at improving the Gztalog of Federal Domestic Assist- 
ance. The stated purposes of the catalog are to aid 
potential beneficiaries in identifying and obtaining avail- 
able assistance, and to improve coordination and com- 
munication on Federal program activities among 
Federal, state, and local governments as well as to 

coordinate programs within the Federal government. At 
present, the catalog is compiled by OMB from informa- 
tion submitted by each agency providing Federal 
domestic assistance. While OMB compiles, edits, and 
publishes the document, responsibility for accuracy and 
completeness rests in the first instance with the report- 
ing agencies. T h s  means that those agencies decide what 
they thmk meets the definition of the programs to be 
included. In these judgments, the agencies probably 
reflect other factors than a central desire to provide 
potential recipients with the most complete inventory of 
Federal programs. They are, therefore, less likely to 
include all the programs that should be included than 
would a central office for which the catalog is the sole or 
principal responsibility, and which can focus more 
completely on meeting the primary purpose of such a 
document. It seems that publication of a truly inclusive 
document would, therefore, be more likely if the 
compiling and editing agency were made responsible for 
centrally determining what programs should be included. 
This would mean a careful monitoring of all Congres- 
sional actions on assistance programs. It would probably 
require an expansion of staff over the one person now 
assigned the circular responsibility in OMB. Such expan- 
sion should come about as part of the general expansion 
of the central management unit proposed in Recom- 
mendation 2. 

Part (d) of the recommendation identifies three 
shortcomings of the present catalog which make it less 
than a comprehensive, authoritative source of informa- 
tion on Federal assistance programs now on the books 
and the changes that occur from year to year. First, the 
catalog often conceals within one listing a number of 
discrete programs that are available to potential recip- 
ients. For example, the Child Abuse Prevention and 
Treatment Act (single catalog listing - 13.628) includes 
three programs and the Housing and Community Devel- 
opment Act of  1974 (two catalog listings - 14.218 and 
14.219) covers 14 programs. Apart from the serious 
effect this has on applicants wanting clear and precise 
knowledge about what is available, this practice has 
contributed to the uncertainty and confusion surround- 
ing the number of Federal assistance programs that 
actually exist. Part of that confusion arises from failure 
to  distinguish the all-inclusive term "assistance" from 
the more limited term "grant." But in part, it stems 
from the inconsistent practices with regard to  the 
separate identification of discrete programs. This rewm- 
mendation would help to end that confusion. 

Another shortcoming of the catalog as a compre- 
hensive listing is its failure to include programs that are 
authorized, but currently not funded by Congress. These 



should be included because they at least indicate that 
Congress has acted in these areas, although it has not 
seen fit t o  provide money for them in the current fiscal 
year. 

Another change is suggested to make the catalog 
easier for state and local officials to use. The ACIR- 
ICMA questionnaire on Federal grants asked city and 
county chief executives what improvements, if any, were 
needed in the catalog. Most frequently mentioned was 
information on actual funds available. Several said that 
the estimated amount of grants available for the year 
and the range and average of assistance actually granted 
in the past are of little hlep. They want to know as 
precisely as possible how much money is likely to be 
available when their application is at the point of 
approval or disapproval. They are frustrated when they 
take their application through the often tortuous 
approval process only to  be told finally that funds are 
exhausted. 

Discontent with the currency and accuracy of fiscal 
information is understandable, yet, doing something 
basic about it through the catalog raises real problems. 
On one hand are the uncertainty of the legislative and 
appropriations process and budgetary actions, such as 
impoundments and rescissions. On the other hand is the 
difficulty of publishing with sufficient frequency (say 
monthly) such data on hundreds of individual programs. 
I t  is highly questionable that the product would be 
worth the effort even if the resources were available to 
maintain such currency and accuracy. 

A number of the questionnaire respondents volun- 
teered that, because the catalog was not very useful on 
fiscal data, they relied on their contacts with the 
regional representatives of the agencies from whom they 
sought grants. Others suggested developing more of a 
fiscal information capability under the aegis of the 
Federal Regional Council. One said that he relied on the 
National League of Cities for updates on grant monies 
available. 

Even though the catalog does not seem a likely 
vehicle for the kind of up-to-the-minute funding data 
needed, it could be more useful in steering people to the 
right sources. It might make plain that such information 
should be sought from field or central office 
representatives or Federal Regional Councils, if they are 
prepared to provide that service. To back up those 
directions, OMB should work with grantor agencies to 
see that they make the sources identified in the catalog 

fully capable of providing the kind of current informa- 
tion sought. 

The second most common suggestion for improving 
the catalog received from city and county executives was 
that there be more frequent updates. Currently, the 
catalog is published in June and updated in December. 
Again, considering the size and detail of the volume and 
the number of copies published, more frequent revision 
would be questionable on cost/effectiveness grounds. 
And again, if potential applicants use the catalog as a 
"first screen" with regard to  programs they may be 
interested in, they can turn next to the individual 
grantor agency to verify the currency of the information 
they find in the catalog. 

A number of comments reflected a wish for a catalog 
which is easier to use, particularly for smaller jurisdic- 
tions which have limited staff time to become familiar 
with the 1,026 programs listed and are likely to be 
interested in only a relatively few programs. Some 
coupled this wish with a suggestion that more be done in 
the catalog to identify the programs keyed to the 
interests of state and local potential recipients. The 
catalog now contains a separate index of programs for 
which local governments are eligible and a similar one 
for state governments. These lists do  not distinguish 
which of the 16 kinds of assistance are available under 
each of the programs: formula grants, project grants, 
loans, technical assistance, training, etc. That informa- 
tion is found in the listing of programs by agency. It 
would simplify the task of state and local governments if 
the code for the type of assistance were carried opposite 
the program title in the state and local government 
listing as well as in the agency listing, as is called for in 
this recommendation. 

(NOTE: Subsequent to the adoption of this recom- 
mendation by the Commission, the 1976 catalog was 
issued. It contains a coding by type of assistance in the 
state and local government indexes, as proposed in part 
(d) of the recommendation.) 

FOOTNOTES 

This includes block as well as categorical grants. 
'Meaning those units responsible for policy management and 
administrative support (budgeting, financial management, p r e  
curement and supply, and personnel administration) efforts. 

3Mr. Cannon and Mr. White dissented on Recommendation 3. 
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