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In the 1976 legislation renewing the General Revenue
Sharing program (P. L. 94-488), the Congress directed
the Advisory Commission on Intergovernmental Rela-
tions to undertake a number of studies of the federal
system. One of these, completed in 1980, is published
in an 11-volume series titled The Federal Role in the
Federal System: The Dynamics of Growth (ACIR reports
A-77 through A-87). Another was to be an evaluation
of ‘“State and local governmental organization from both
legal and operational viewpoints to determine how gen-
eral local governments do and ought to relate to each
other, to special districts, and to state governments in
terms of service and financing responsibilities, as well
as annexation and incorporation responsibilities.’” This
volume, dealing with the nature and development of the
functional roles of states and their local governments,
is the first part of the Commission’s response to that
Congressional directive. The second part is the Com-

Preface

mission’s report, The Federal Influence on State and
Local Roles in the Federal System (Report A-89).

In the present volume, the Commission offers 20 rec-
ommendations for improving the assignment of functions
among the states and their political subdivisions. The
Commission believes that these proposals, plus the nu-
merous related recommendations made in earlier studies
and summarized in the report, can help citizens and pol-
icymakers at all levels to develop an allocation or real-
location of functional responsibilities during the 1980s
that will produce a more effective, efficient, equitable,
and responsive federal system.

This report was approved by the Commission at its
meetings of September 25 and 26, 1980, and January
15 and 16, 1981.

Abraham D. Beame
Chairman
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Chapter 1

Introduction

Congress’ 1976 mandate to the ACIR to undertake
this study of state and local governmental structure and
the assignment of functions—the state and local roles in
the federal system—grew out of Congressional concern
that detailed information on certain aspects of the federal
system of government was not available. Specifically,
in reviewing the general revenue sharing program for
possible renewal that year, the Senate Finance Com-
mittee felt that it did not have sufficiently detailed knowl-
edge about the efficiency and equity aspects of the al-
location of spending and taxing responsibilities among
the three tiers of governments.'

The issue of the allocation of state and local functional
responsibilities is not new to ACIR. In a 1963 study, the
Commission sought to identify those urban functions
which are most appropriately performed on an areawide
basis and those which are better performed by individual
local governments.? Using seven economic, administra-
tive, and political criteria, the study offered guidance in
evaluating the optimum performance of 15 governmental
functions. In so doing, the study described the nature of
each function as generally practiced throughout the coun-
try, the roles of the state and national governments in
the performance of the function, and standards of service
suggested by functional specialists and their preferred
scale of performance. It concluded by applying the eco-
nomic, administrative, and political criteria to the re-
spective functions and by providing examples of expe-
rience with larger-area performance.

In a 1974 study that was part of a series on substate
regionalism in the U.S., the Commission took another
look at the broad assignment of functions issue.® The



study reviewed demographic, fiscal, and political de-
velopments since the earlier analysis and, while it again
centered on the local vs. areawide issue, took cognizance
of the role of the state governments vis-a-vis their po-
litical subdivisions. The seven evaluative criteria used
in 1963 were also reexamined, modified, and regrouped

into four criteria which then were employed to suggest -

a basis for assigning functions. In the 1974 report, the
Commission made recommendations to the state and fed-
eral governments for action to facilitate a more rational
allocation of functions.

Apart from these analyses of functional responsibili-
ties more or less across-the-board, the Commission from
time to time has addressed the issue to various degrees
in the course of looking at individual functions, types
of local government, or fiscal relations. It has examined
water supply and sewage disposal in metropolitan areas,*
the history and functioning of special districts,® the de-
sign and administration of building codes,® the various
facets of the Johnson Administration’s poverty program,’
the early functioning of the Medicaid program,® the fi-
nancing of education and public assistance (including
medical assistance for the indigent),” state-local sharing
of responsibility for criminal justice administration,'® and

.the balancing of transportation needs and resources in
metropolitan areas.!!

An integral part of these studies of functional respon-
sibilities at the state, substate regional, and local levels
is an identification and assessment of the influence of the
federal government—an influence which has expanded
considerably in scope and intensity in the past 50 years.
Until recently, however, the Commission has not focused
on the issue of how functions are and should be assigned
among all three levels—that is, taking into account the
national as well as the state and local governments. The
Commission recently closed this gap with publication of
its 11-volume series, The Federal Role in the Federal
System: The Dynamics of Growth.'? With publication of
those volumes and the earlier and present studies of the
state and local roles, Commission reports now encom-
pass findings and recommendations on the interrelated
functional and financial responsibilities of each of the
three partners in the American federal system.

While the state-local assignment of functions issue is
not new to ACIR, the Commission never has addressed
it in such a broad frame of reference as called for in the
Congressional directive. Hence, this study:

® builds on the Commission’s earlier reports, re-
flecting changes in service delivery and demo-
graphics at the state and local levels and recent
procedural and structural efforts to adapt local

and other substate governments to changing pub-
lic needs;

® undertakes an in-depth analysis of state capability
and the role of state government nationwide;

® gives increased emphasis to the state government
role vis-a-vis localities and the differences in
functional responsibilities of the various types of
local unit, and less emphasis to the basic local
vs. areawide issue;

® takes into account more specifically the pervasive
influence of the federal grant-in-aid system,
through a general survey of federal policies and
programs affecting state and local roles and a
special statistical analysis of the impact of federal
grants on municipal functional transfers and as-
sumptions (see companion ACIR, The Federal
Influence on State and Local Roles in the Federal
System (A-89)); and

® updates information on the status and activities
of areawide organizations and state and local ac-
tions modifying functional assignments.

In sequence, using mainly fiscal data, Chapter 2 de-
scribes the overall pattern of intergovernmental func-
tional responsibilities as it now exists (1977 data) and
the general trend over the past decade. It focuses on three
sets of relationships: (1) the federal-state-local sharing
of direct service responsibilities (only federal domestic
services are included), (2) the state-local service and
financing relationship, and (3) the distribution of func-
tional responsibilities among the five basic types of local
government. The local government picture is further
differentiated between metropolitan and nonmetropolitan
areas. Three typologies of state centralization-decen-
tralization in fiscal matters are used to classify the 50
states on the basis of their general posture vis-a-vis their
local governments. In all the state-local relationships,
due attention is given to the large and changing influ-
ences of federal funding.

After establishing the current functional assignment
pattern, the report addresses the three major actors, or
groups of actors: the states, local governments—both
general and special-purpose—and areawide organiza-
tions. The objective is to explore briefly the intertwined
legal, historical, philosophical, and practical reasons
each type has come to occupy its present position in the
functional assignment pattern and to arrive at judgments
concerning its capability to fulfill its current role or some
other possible role. Such an understanding is essential
to reaching conclusions on possible changes in functional



responsibilities.

Chapter 3 examines the changing state role, starting
with state government’s capability and including its role
as architect of local government and the impact of federal
actions on state-local relations.

Chapter 4 briefly looks at each of the five types of
local government identified by the U.S. Bureau of the
Census—municipalities, townships (towns), counties,
school districts, and special districts—distinguishing
their unique historical and legal backgrounds, their var-
ied uses throughout the 50 states, and their relationship
to one another in the performance of functions. Reflected
in the discussion are the results of a current survey of
the actual amounts and types of discretionary power ex-
ercised by local governments. (For a full discussion of
the survey, see ACIR, Measuring Local Government
Discretionary Authority, (M—131), 1981.)

In describing the evolution and current status of area-
wide organizations, Chapter 5 focuses mainly on the
spread of substate regional bodies such as regional coun-
cils that serve as important intergovernmental mecha-
nisms below the state level yet generally without gov-
ernment decisionmaking authority.

In Chapter 6, the report takes cognizance of the many
and continuing procedural and jurisdictional/structural

efforts by state and local governments to adapt local
governments to ever-changing servicing needs. These
changes are placed in the context of the many reform
movements stemming from or otherwise involving state
and local government study commissions.

Chapter 7 summarizes major findings, identifies a
summary general finding, and analyzes five major issues
flowing from the background chapters: (1) Are there
limits to intergovernmental fiscal transfers? (2) Is the
diminished functional differentiation among iocal gov-
ernments good or bad? (3) Are areawide (substate re-
gional) organizations functionally still significant but
structurally still weak? (4) Have the states assumed new,
increasingly significant roles in the federal system? If
so, are these roles recognized and accepted? (5) How
valid are the criteria used by ACIR in 1963 and 1974
for the assignment of functions in 19807 The chapter
concludes with a reiteration of previous relevant rec-
ommendations by the Commission and a presentation of
20 new recommendations grouped under five headings:
excessive reliance on intergovernmental fiscal transfers,
the process of determining ‘“Who should do what?,”’
local government reorganization, continued support for
and strengthening of areawide organizations, and state
governmental capacity.
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Chapter 2

The Current Pattern of
Functional Assignment

This chapter identifies and describes the current as-
signment of functions among the states and the five gen-
eral types of local government, primarily by using fiscal
and public employment data gathered by the U.S. Bureau
of the Census. The analysis consists of four parts: (1)
a description of the nationwide pattern; (2) a more de-
tailed delineation of the influence of intergovernmental
aid flows in this pattern; (3) a brief look at state-by-state
variations from the national average; and (4) a descrip-
tion of several typologies that have been developed to
permit meaningful differentiation among the 50 state-
local systems without undue complexity or
oversimplification.

THE NATIONWIDE PATTERN

Several sets of fiscal data are used to construct a na-
tionwide functional assignment picture. These relate to:

® the extent to which each governmental level—
federal, state, or local—is responsible for direct
provision of the various services;

® the extent to which each level is responsible for
financing these services;

® the extent to which each of the five types of units
at the local level is responsible for providing ser-
vices, within and outside metropolitan areas; and

® which unit among the state and local governments

is the ‘‘dominant provider’’ of each of the
services.

Attention is first focused on the year of the most recent



Census of Governments, FY 1977. Then, it is directed
toward the ten-year trend from 1967 to 1972 to 1977.
Following the description of the national functional
assignment pattern using fiscal data, the section offers
another perspective based on the numbers of employees
in the federal, state, and several types of local governments.

Expenditure Responsibility: Federal,
State, and Local

A government’s direct expenditures for a function are
generally accepted as a proxy for, and measurement of,
the extent to which it provides that function. In FY 1977,
43% of all direct expenditures' for domestic govern-
mental purposes was made by local governments. The
states accounted for 27% and the federal government for
30% of the total (see Table I).

Local governments were the foremost direct providers
of local fire protection, sewerage, other sanitation (street
cleaning and refuse collection and disposal), local parks
and recreation, parking facilities, local education, li-
braries, police, and housing and urban renewal, and
share with state government the lead in direct expendi-
tures for hospital services. State governments led in
spending for higher education, correction, highways, and
noncash public welfare. The federal government was
first in the domestic functions of natural resource de-
velopment, water and air transport, education services
other than local and higher education, health, and cash
public welfare.?

TEN-YEAR TREND

When comparing similar data at the five-year intervals
1966-67, 1971-72, and 197677, certain significant
changes as well as constancies emerge (see Table 1):

® The most dramatic change—in public welfare
cash programs—was caused by the federal as-
sumption of responsibility for the adult categories
(the aged, blind, and disabled). In 1967 and 1972,
the federal government had a 1% share of the
total direct expenditure for this function; in 1977,
39%.

® Another marked shift occurred in *‘other’” public
welfare,®> where the state’s share rose from 40%
in 1967 to 54% in 1972 and 1977. Undoubtedly,
this change was traceable to increased state spend-
ing for social services and medical assistance for
the poor (Medicaid), due in large part to expanded
federal financing.?

® A sharp reduction in the federal share of health

expenditures (excluding Medicaid)—from 57%
to 41%—occurred between 1967 and 1972. Fed-
eral health expenditures actually increased in that
period but at a more moderate rate than the rises
in state and local governments. The federal share
remained at 41% in 1977.

® The federal share dropped a similar 16% in water
transport and terminals, with the offsetting in-
crease being split fairly evenly between state and
local levels.

® In highways, the federal government’s direct ex-
penditures remained negligible over the ten-year
period (1%), but the state share dropped by 8%
(which was picked up by local governments). The
latter change was due to a shift from construction
to maintenance—a more common local activity.

® In higher education, there was again a shift away
from the states and to the local level—this time
of 7%. This reflected decentralization and grow-
ing emphasis on community colleges.

® Five functions were provided entirely by local
governments in 1977, as they had been in 1967:
local fire protection, sewerage, other sanitation,
local parks and recreation, and parking facilities.
Local education continued to be 99% a local ex-
penditure. The 1% state share came mainly from
the highly centralized states of Hawaii and Alaska
(particularly the former).

® In the remaining functions, there were changes
in the federal/state/local shares but these were less
marked than those already identified. They moved
in the same direction from 1967 to 1972 and 1977
with one notable exception: housing/urban re-
newal. The local share of spending for this func-
tion declined from 61% to 51% and then rose to
57% in the ten-year period. Here, the federal
share was generally the opposite: from 38% to
49% to 39%.

Overall, because of the offsetting movements among
the different functional expenditures, the distribution of
total direct expenditures among the three levels was fairly
stable between 1967 and 1977, with just a slight shift
from local to federal. In 1967, the federal/state/local
sharing was 28-26-45%; in 1977, it was 30-27-43%. The
most significant addition to the federal role—the adult
categories of public assistance—was probably the most
significant change of any kind in the federal/state/local
assignment relationship system as measured by direct
expenditure.



Table 1

PERCENT OF DIRECT GENERAL EXPENDITURE RESPONSIBILITY BY LEVEL OF

GOVERNMENT AND SPECIFI

C FUNCTION: 1966-67, 1971-72, 1976-77
(in percent)

1976-77 1971-72 1966—67
Function
) Federal State | Local | Federal State | Local | Federal State | Local
Education: Local — 1% 99% — 1% 99% — 1% 99%
Higher — 81 19 — 84 16 — 88 12
Other 60% 40 — 61% 39 — 63% 37 —
Highways 1 59 40 2 66 32 1 67 32
Public Welfare: Cash 39 31 30 1 50 49 1 49 50
Other 25 54 21 19 54 28 27 40 33
Total (30) (46) (24) (11) (52) (37) (14) (45) (41)
Hospitals 18 41 41 19 39 43 20 a1 39
Health 41 28 30 141 25 33 57 20 24
Police 11 13 75 8 14 78 8 13 78
Local Fire Protection — — 100 — — 100 — — 100
Sewerage — — 100 — — 100 — — 100
Other Sanitation — — 100 — — 100 — — 100
Local Parks and Recreation — — 100 — — 100 — — 100
Natural Resources 79 17 4 78 17 5 77 18 5
Housing and Urban Renewal 39 3 57 49 1 51 38 1 61
Air Transportation 60 5 34 68 4 28 65 5 30
Water Transport and Terminals 67 11 22 77 7 16 83 6 11
Parking Facilities — -— 100 — — 100 — — 100
Correction 5 60 35 5 59 36 5 62 33
Libraries — 8 92 — 8 92 — 9 91
Other and Unallocable 51 20 29 58 15 27 64 14 22
Total Direct 30 27 43 27 27 46 28 26 45

SOURCE: U.S. Department of Commerce, Bureau of the Census, Governmental Finances, 1966-67, 1971-72, and 1976-77, Washington, DC, U.S.
Government Printing Office, 1968, 1973, 1978, Table 7 (1967, 1972), Table 11 (1977).




Table 2

DIRECT AND INTERGOVERNMENTAL EXPENDITURE RESPONSIBILITY BY LEVEL OF
GOVERNMENT AND FUNCTION: 1966-67, 1971—72, AND 197677

Percent of Direct (D) or Direct and Intergovernmental (D, I) Expenditure Distributed at:

1976-77 1971-72 196667

Federal | State | Local | Federal | State | Local | Federal | State | Local
Function Level Level | Level Level Level | Level Level Level | Level
Education (D) 7% 25% 68% 7% 25% 68% 6% 23% 71%
Education (D, 1) 16 49 34 19 46 36 15 44 41
Highways (D) 1 59 40 2 66 32 1 67 32
Highways (D, I) 28 49 24 28 53 19 30 51 19
Public Welfare (D) — 30 46 24 11 52 37 14 45 a4
Public Welfare (D, 1) : 70 26 5 67 24 9 58 30 12
Health and Hospitals (D) 25 37 38 24 35 40 30 35 35
Health and Hospitals (D, 1) \ 33 33 34 32 32 35 34 33 33
Natural Resources (D) 79 17 4 78 17 5 77 18 5
Natural Resources (D, I) 83 14 3 83 14 4 79 16 5
Housing/Renewal (D) 39 3 57 49 1 51 38 1 61
Housing/Renewal (D, 1) 91 6 3 85 2 13 65 4 31
Air Transportation (D) ' 60 5 34 68 4 28 65 5 30
Air Transportation (D, |) 72 7 21 71 3 26 69 5 26
Total Above Functions (D) 20 33 47 18 33 48 18 32 49
Total Above Functions (D, 1) 40 34 26 38 37 25 34 37 29

SOURCE: U.S. Department of Commerce, Bureau of the Census, Governmental Finances, 1976-77, 1971-72, and 1966—67, Washington, DC, U.S.
Government Printing Office, 1968, 1973, 1978, Table 6 (1967, 1972), Table 10 (1977).




Financing Responsibility: Federal,
State, and Local

The other side of the coin from the direct provision
of particular services is the responsibility for financing
them, which reflects the flow of intergovernmental as-
sistance. The various types of intergovernmental aid
carry with them conditions imposing varying degrees of
restraint on the recipient jurisdictions. The most restric-
tive are narrow categorical project grants; the least are
general-support programs, such as federal General Rev-
enue Sharing (GRS). The existence of these constraints
means that the responsibility for performance of the aided
function by the recipient jurisdiction is shared with the
granting authority, with the degree of sharing depending
on the breadth and detail of the conditions attached.
Intergovernmental assistance thus complicates the as-
signment of functions picture, when functional respon-
sibility is equated with responsibility for deciding the
scope and manner of performance of a function.

The allocation of financing responsibility among the
three levels for seven major functions is indicated by the
net total of direct and intergovernmental (D, I) expendi-
tures in Table 2, which also shows for contrast the direct
expenditure responsibility (D).

The federal government was the chief financier of
natural resources, public welfare (both cash and non-
cash), housing/urban renewal, and air transportation.
States were the most prominent funder of education ser-
vices and highways. Funding of health and hospitals was
shared about equally among all three levels. As the major
beneficiary of federal and state grants (including federal
funds passed through by the state), local governments
were the sole principal funding source of none of these
functions.

In total, for the seven functions, the local governments
dominated in direct expenditure (47%), the federal gov-
ernment dominated in financing (40%), and state gov-
ernments were in the middle on both counts (33% and
34%, respectively).’

Over the ten-year period 1967-77, the following prin-
cipal changes occurred:

® The sharing of education financing shifted some-
what from the local to the state level.

® There was a minor shift toward more local fi-
nancing of highways.

® The federal government, already heavily involved
in financing public welfare in 1967 (58%), bore
even a larger share in 1977 (70%).

® The sharing of financing among the three levels
remained stable in health and hospitals, natural
resources, and air transportation.

® In the funding of housing/urban renewal, the fed-
eral government became increasingly dominant;
the local role became correspondingly less; and
the state share remained relatively insignificant,
although it rose to 6% in 1977 from 2% in 1972.

It should be noted that the listing of seven functions
in Table 2 does not mean that these were the only func-
tions aided by federal money. They happen to be the
only ones separately identified in the Census Bureau
source document. Others are shown in Table 14.

Direct Expenditure by Various
Types of Local Unit

At the local level, services are provided by the five
different types of local government unit identified by the
Bureau of the Census: counties, municipalities, town-
ships (towns), school districts, and special districts.
Again using direct expenditure as a measure of direct
services, Table 3 shows—on a national aggregate basis—
how these five types of local units share responsibility
for the direct provision of services.

Municipalities dominated in 1977, leading in expendi-
tures for highways, police, fire protection, sewerage,
other sanitation, parks and recreation, housing/urban re-
newal, air transportation, parking facilities and libraries.
For each of the remaining functions except local schools,
moreover, they accounted for at least 15% of total local
expenditures. Counties were the clear leader in public
welfare, hospitals, health, correction, natural resources,
and public buildings, and in addition represented at least
15% of local spending for highways, police, parks and
recreation, air transportation and libraries. School dis-
tricts, of course, were first in direct expenditures for
local schools and higher education. Special districts were
preeminent in water transport services and accounted for
a significant share of expenditures for natural resources
(46%), housing/urban renewal (43%), air transportation
(36%), hospitals (26%), and sewerage (25%). Town-
ships, which existed in only 20 states, played a relatively
minor nationwide role in all functions, and were re-
sponsible for a double-digit percentage share of total
expenditures only in highways (11%). In the 20 township
states as a group, however, they accounted for substan-
tially larger percentages of local government direct ex-
penditures: highways—22%; fire protection and sanita-
tion other than sewerage—13% each; parks and
recreation—12%; and police and libraries—11% each.



(For differentiation between ‘‘strong’’ and ‘‘rural’’
township states, see Chapter 4.)

Though municipalities were dominant in the provision
of local services in 1977, their position was not as strong
as it had been ten years earlier. In that period, there was
a major shift in relative expenditures toward the counties
and away from municipalities. This happened in higher
education, hospitals, health, police, fire protection, sew-
erage, other sanitation, parks and recreation, correction,
and libraries. Other changes of note from 1967 to 1977
were:

® In hospitals, fire protection, sewerage, and li-
braries, a significant part of the relative decline

in the municipal position was accounted for by
the increased importance of special districts.

@ Municipalities took on a larger share of local
welfare spending at the expense of the counties.
This was more a reflection of reduced county
spending because of the shift of county expend-
itures to the state than an actual increase in mu-

nicipal expenditures for that purpose.

® These municipal-to-county and county-to-munic-
ipal changes represented a fairly steady trend over
the full ten-year period in welfare, fire protection,
other sanitation, parks and recreation, and li-
braries. In the case of health and police, they

Table 3

PERCENT DISTRIBUTION OF LOCAL GOVERNMENT
TYPE OF LOCAL GOVERNMENT BY FUNCTION:

1976-77
Coun- Munici- | Town- | School Special Coun-

Function ties palities | ships | Districts Districts ties
Local Schools 7% 10% 3% 80% — 7%
Higher Education 14 15 — 71 — 15
Highways 41 46 11 — 2% 41
Public Weilfare 61 38 —_— — — 65
Hospitals 47 28 — — 26 41
Health 65 31 1 — 2 51
Police 22 72 6 — — 17
Fire Protection 8 80 7 — 6 6
Sewerage 14 56 5 — 25 15
Other Sanitation 12 80 7 — 1 8
Parks and Recreation 21 64 5 — 9 19
Housing/Renewal 1 55 — — 43 —
Air Transportation 21 51 — — 27 17
Water Transport 3 31 — — 65 —
Parking Facilities 3 88 — 7 —
Correction 77 23 — — — 71
Natural Resources 56 —! — — 44 54
Libraries 28 55 6 — 11 24
Public Buildings 51 45 4 — — 47

'—Represents zero or rounds to zero.

SOURCE: U.S. Department of Commerce, Bureau of the Census, Census of Governments, 1967, 1972, and 1977, Vol. 4,
Governmental Finances, No. 5, Compendium of Government Finances, Washington, DC, U.S. Government Printing
Office, 1969, 1974, and 1979, Table 8 (1967, 1972), Table 49 (1977).




occurred principally in the last five-year period,
1972-77. For hospitals and sewerage, the shift
away from municipalities was steady over the ten
years but the shift toward counties and special
districts was more erratic.

IN METROPOLITAN AND
NONMETROPOLITAN AREAS

On the face of it, one would expect differences be-
tween urban and nonurban areas in the distribution of
responsibilities for services among the five basic types
of local unit, particularly with regard to the role of mu-
nicipalities. Tables 4 and 5 bear out this expectation.

Essentially, the functional allocation pattern in met-
ropolitan areas in 1977 was like that for the nationwide
aggregate. By contrast, in nonmetropolitan areas coun-
ties had greater functional responsibilities—and munic-
ipalities less—than they had in metropolitan areas, as
measured by their share of local direct expenditure.
Municipalities surrendered the leading share to the coun-
ties in highways and libraries and took second place to
special districts in the provision of housing/urban re-
newal services. Special districts also were the dominant
local provider of natural resources services in nonmet-
ropolitan areas.

Considered on a nationwide basis, townships were
clearly the least important type of unit in nonmetropolitan

DIRECT GENERAL EXPENDITURE BY
1966-67, 1971-72, AND 1976-77

1971-72 196667
Munici- | Town- School Special Coun- Munici- | Town- School Special
palities | ships | Districts Districts ties palities | ships | Districts Districts
11% 3% 79% — 6% 10% 3% 80% —
21 — 63 — 10 20 — 70 —
44 11 — 3% 43 45 11 — 2%
34 1 — — 67 31 2 — —
37 — — 22 44 38 — — 18
45 2 — 2 51 44 2 — 3
78 5 — — 17 78 4 — —
86 5 — 3 4 87 5 — 4
59 7 — 20 7 66 6 — 21
85 7 — 1 4 89 6 — 1
67 5 — 9 16 70 5 — 10
55 — — 45 — 56 — — 44
47 — — 36 24 50 1 — 25
45 — — 55 — 30 — — 69
91 — 5 — 90" 3 — 7
29 — — — 70 30 — — —
—_ — — 46 51 — — — 49
62 6 — 8 21 64 6 — 8
47 6 — — 48 47 5 — —
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areas measured by share of direct expenditure—account-
ing for the same approximate share of total direct ex-
penditure as in metropolitan areas for all functions except
fire protection, where they were clearly more prominent
than their counterparts in metropolitan areas. Among the
20 township states as a group, of course, townships rep-
resented a relatively larger share of local government
expenditures than when viewed in the 50-state context.
This was true of both metropolitan and nonmetropolitan
areas.

The Ten-Year Trend

From 1967 to 1977, metropolitan area counties in-
creased their relative shares of direct expenditure largely
at the expense of municipalities. The county share in-

creased in 14 of the 19 functions and the municipal share
declined in the same number. The relative shares of
townships, school districts, and special districts re-
mained relatively stable, although the increase in hospital
expenditure by special districts from a 14% to 22% share
is worth noting.

In nonmetropolitan areas for the same ten-year period,
the picture was essentially the same as in metropolitan
areas. The counties were the principal growth unit in
terms of shares of total local direct expenditure. They
especially expanded their portions in higher education
(school districts’ dropped), sewerage, other sanitation,
parks and recreation, natural resources, libraries, and
public buildings. Corresponding declines were experi-
enced in all of these functions by municipalities as a

Table 4

PERCENT DISTRIBUTION OF LOCAL GOVERNMENT DIRECT GENERAL

BY FUNCTION: 196667,

1976-77
Coun- Munici- | Town- School Special Coun-

Function ties pealities | ships Districts Districts ties
Local Schools 6% 12% 3% 79% —_ 5%
Higher Education 12 18 —1 70 — 13
Highways 31 56 10 — 3% 32
Public Welfare 57 43 — — — 61
Hospitals 45 33 — — 22 37
Heaith 62 35 1 — 2 45
Police 19 75 6 — — 15
Fire Protection 8 82 5 — 5 6
Sewerage 15 55 5 — 25 16
Other Sanitation 10 82 7 — 1 7
Parks and Recreation 21 64 5 — 10 19
Housing/Renewal 1 59 — — 39 —
Air Transportation 19 52 — — 28 16
Water Transport 3 32 —_— — 64 —
Parking Facilities 4 88 1 — 7 —
Correction 73 27 — — — 68
Natural Resources? 56
Libraries 25 59 6 — 10 22
Public Buildings 43 52 4 — — 43

'— Represents zero or rounds to zero.

1979, Table 9.

2 Breakdown not available from 1977 Census of Governments.
SOURCE: U.S. Department of Commerce, Bureau of the Census, Census of Governments, 1967, 1972, and 1977, Vol. 5,
Local Government in Metropolitan Areas, Washington, DC, U.S. Government Printing Office, 1969, 1974, and
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group, except for natural resources where county growth
was at the expense of special districts. Special districts
experienced a particularly marked expansion in sewerage
expenditures.

The State and Its Local Governments:
“Dominant Providers”

Focusing on the distribution of functional responsi-
bility within the state-local governmental system—that
is, among the state government and its five types of local
governments—the dominant provider in each of the 50
states can be identified, where ‘‘dominant’’ is defined
as accounting for at least 55% of total state-local direct
expenditure. As seen in Table 6 using this analysis, in

1977 state governments generally were dominant in di-
rect service responsibility for highways, public welfare,
hospitals, health, natural resources, and correction. They
were a close second to municipalities in the provision
of water transport and terminal services. Among services
in which state governments played a minor or negligible
role, no single unit predominated in two: (1) general
control, and (2) general public buildings. Municipalities
were the predominant provider of eight: police, fire pro-
tection, sewerage, other sanitation, parks and recreation,
airports, parking, and water transportation.

School districts had major responsibility for educa-
tion.® In 19 states, municipalities were the dominant
providers of library services but in 18 no single unit
dominated. ‘‘More than one provider’” was the rule in

EXPENDITURE IN METROPOLITAN AREAS, BY TYPE OF LOCAL UNIT,

1971-72, AND 1976-77

1971-72 196667
Munici- | Town- School Special Coun- Munici- | Town- School Special
palities | ships | Districts Districts ties palities | ships | Districts Districts
15% 3% 77% — 5% 14% 3% 78% 1%
25 — 63 — 8 26 — 66 -
54 10 — 4% 32 56 9 — 3
38 1 — — 60 38 2 — —
44 1 — 18 39 47 — — 14
52 1 — 2 45 51 2 — 2
80 5 — — 15 81 4 — —
87 4 — 3 4 88 4 — 4
57 6 — 21 8 63 6 — 23
85 6 — 1 4 89 6 -— 1
67 5 - 10 16 69 4 — 10
59 — — 40 —_ 60 1 — 39
46 — — 38 23 50 1 — 27
47 — — 52 — 34 — — 66
91 4 — 5 — 90 3 — 7
32 — — — 65 35 — — —
— — — 44 56 — — — 44
65 6 — 7 18 68 6 — 8
51 6 — — 45 51 4 — —

13



a substantial number of states for hospitals, health, po-
lice, and parks and recreation services. Special districts
and municipalities shared honors as dominant provider
for housing/urban renewal. Nationwide, counties did not
dominate any service.”

TEN-YEAR TREND

For 14 of the 19 functions, no appreciable changes in
dominant provider are perceptible between 1967 and
1977. For the remaining five, various shifts occurred.
State governments became the dominant providers of
public welfare in a larger number of states during the

ten-year period, with the offsetting decline felt mainly
by counties (in only one state were counties the dominant
provider of welfare in 1977). Hospital services shifted
away from state, county, and municipal dominance to-
ward a condition of ‘‘more than one provider.”” In hous-
ing/urban renewal, fewer states had the municipality as
the dominant provider; more had diffused the function
among several providers, usually municipalities and spe-
cial districts. In police and sewerage, municipalities lost
their dominant position in a number of states, with an
increase mainly in ‘‘mote than one provider.”’ Finally,
the county became increasingly the dominant provider
in general public building expenditures in 1972, but by

Table 5

PERCENT DISTRIBUTION OF LOCAL GOVERNMENT DIRECT GENERAL

BY FUNCTION: 1966—67,

1976-77
Coun- Munici- | Town- School Special Coun-
Function ties palities | ships | Districts | Districts ties
Local Schools 1% 3% 2% 84% — 10%
Higher Education 24 1 — 75 — 29
Highways 60 27 13 1 _ 59
Public Welfare 96 3 1 — — 96
Hospitals 51 13 — — 35% 53
Health 84 9 2 — 5 85
Police 36 57 8 — — 30
Fire Protection 8 69 13 — 10 6
Sewerage 9 60 5 — 26 7
Other Sanitation 27 68 5 — 1 10
Parks and Recreation 25 65 6 — 5 18
Housing/Renewal 2 30 — — 68 —
Air Transportation 36 45 3 -— 18 32
Water Transport 2 22 2 — 78 —
Parking Facilities — 93 3 — 10 —
Correction 97 3 — — — 100
Natural Resources? 49
Libraries 47 36 4 — 15 37
Public Buildings 78 20 3 — — 68

'— Represents zero or rounds to zero.

2 Breakdown not available from 1977 Census of Governments.
SOURCE: Computed by ACIR staff from U.S. Department of Commerce, Bureau of the Census, Census of Governments,
1967, 1872, and 1977, Vol. 4, No. 5, Compendium of Government Finances, Table 8 (1967 and 1972), Table 10
(1977), and Vol. 5, Local Government in Metropolitan Areas, Table 9, Washington, DC, U.S. Government Printing
Office, 1969, 1974, and 1979.
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1977 the pattern essentially had moved back to where
it was in 1967.

Aggregating the dominant figures for all the functions
for the three years 1967, 1972, and 1977 (50 states X
19 functions = 950 opportunities®) produces the follow-
ing overall picture of Table 7.

In the first five-year period, there was a clear move-
ment toward much greater use of the county and some-
what greater use of municipalities and a definite drop-
off in the cases of ‘‘more than one provider.”” This trend
was directly reversed from 1972 to 1977. In fact, coun-
ties dropped to where they were the dominant providers
in fewer cases than they had been in 1967 and the erosion

of municipal dominance was considerably greater. The
turning away from counties and especially municipalities
as dominant provider reflected the greatly increased ten-
dency to rely on more than one provider for the delivery
of services.

REGIONAL PATTERNS

One question that arises is whether any regions of the
country display discernible patterns in their state-local
and interlocal assignment of functions. Breaking down
the ‘*dominant provider’’ data into eight commonly used
geographic regions reveals that the greatest tendencies

EXPENDITURES IN NONMETROPOLITAN AREAS, BY TYPE OF LOCAL UNIT,

1971-72, AND 1976-77

1971-72 196667
Munici- | Town- | School | Special Coun- Munici- | Town- School Special
palities | ships | Districts Districts ties palities | ships | Districts Districts

3% 3% 83% 1% 10% 3% 2% 84% —
— — 71 — 15 1 — 83 —
27 14 — 1 60 26 14 — 1%

3 2 — — 92 4 4 —_ —
16 — — 31 56 17 1 — 27

9 2 — 4 78 12 4 — 6
63 7 — — 31 64 6 — —
80 8 — 6 4 80 9 — 7
71 8 — 13 2 79 6 — 12
83 7 — — 3 91 6 — —
70 7 — 5 13 75 7 — 6
26 — — 74 — 25 — — 74
57 2 — 9 33 51 2 — 13

9 — — 91 — 4 4 — 92
93 4 — 4 —_ 89 —_ — 7
— — — — 100 — — — —
— _ — 51 40 — — — 60
42 6 — 14 23 50 8 — 11
27 5 — — 58 36 6 — —
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Table 6

DOMINANT SERVICE PROVIDER,* BY TYPE OF
OF 50 STATES:

1 [

< 74 N c Q

% § Q g :"f L [} % g
Type of S < g % §' 5 L o 2 g
Government b T a3 | I -4 & i a &
State 1 39 43 24 30 — — —
County 2 — 1 4 4 — —
Municipality — —_ 1 — — 27 48 3
Townships — — — _ — — — —
School Districts 37 — — — — — — —_
Special Districts — — — 1 — — — 4
More than One Provider* 10 11 5 21 16 23 2 12
State 1 48 39 27 27 —_— — —
County 3 — 8 8 7 — — 2
Municipality — — 1 -~ — 44 49 37
Townships — — — — — — — 1
School Districts 40 — — — — — — —
Special Districts — — — 2 — — — 2
More than One Provider* 6 2 2 13 16 6 1 8
State 1 49 36 31 31 — — —
County 3 — 10 6 2 — — —
Municipality — — 2 — 1 33 50 38
Townships — — — — — — — 1
School Districts 37 —_ — —_ — — — —
Special Districts — — — 1 _ — — 3
More than One Provider* 9 1 2 12 - 16 17 — 8

* A dominant service provider is one that accounts for more than 55% of the direct general expenditure in a particular function.
“More than one provider” indicates there is no dominant service provider.

** Only 42 state-local systems exhibited this function in 1967, 40 in 1972, and 47 in 1977.




GOVERNMENT AND FUNCTION, BY NUMBER
1967, 1972, AND 1977

o
re]
e | ©§ 2 2 5 g o
2 §% | 52 | 2% 2 2 | 2 3 2 ¥ T
E 8 (o= — ; T - E @ o - a._
s | £5 | 53 | 8¢ | &8 | g2 | =¥ g § 28 | 23
£5 58 £ 36 g | &8 5 5 H %5 g5
ow a o Z0o T < E = o O 3 OO om
1977
3 48 3 6 16 — 46 2 7 5
1 1 — — 9 3 — 1 9 1 8
44 24 — 16 26 20 47 — 19 — 1
2 — - — — 1 - — — — —
—_ 2 — 21 6 1 — 2 — —
3 20 2 10 4 1 2 3 18 42 36
1972
— — 49 4 7 16 — 46 2 7 6
— — — 8 — — 2 12 26 19
48 43 — 17 25 16 48 — 26 1 7
1 —_ — — — — 1 — — — —
_ 1 — 26 7 1 — 3 — —
1 4 1 3 3 — — 2 7 16 18
1967
— — 49 3 5 17 — 49 1 4 5
— 1 — — 6 — —_ — 6 7 7
48 44 — 22 27 15 47 — 21 — 1
1 — — — — — 1 — — — —
— 2 — 23 5 8 1 — 2 — —
1 3 1 2 7 2 1 1 20 39 37

SOURCE: Derived from U.S. Bureau of the Census, Census of Governments, 1967, 1972, and 1977, Vol. 4, Governmental
Finances, No. 5, Compendium of Government Finances, Washington, DC, U.S. Government Printing Office, 1969,

1974, and 1979, Tables 46 and 48 for 1967 and 1972, Tables 47 and 49 for 1977.
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Table 7

AGGREGATE OF “DOMINANT PROVIDERS,” 50 STATES, 19 FUNCTIONS:
1967, 1972, AND 1977

More
Munici- Town-  School Special  Than One
State  County pality ship District District Provider
1967 281 48 349 3 37 45 179
1972 279 97 362 3 40 50 109
1977 273 45 306 3 37 42 241
Percent change,
1967-77 -3% - 6% —12% 0% 0% ~7% +35%
SOURCE: ACIR staff calculation using Table 6 data.
Table 8

PERCENTAGE OF TOTAL SERVICE OPPORTUNITIES IN WHICH STATE OR
TYPE OF LOCAL UNIT DOMINATED SERVICE, BY REGION,

1976-77
. More Total
Munici- School | Special | Than One| State-
Region State |County| pality |Township| District | District | Provider | Local
New England 42% 1% 18% 3% 1% 3% 32% 100%
Mideast 24 8 22 —1 3 8 34 100
Great Lakes 23 5 39 — 4 5 23 100
Plains 21 1 42 — 5 6 24 100
Southeast 30 7 30 — 4 4 24 100
Southwest 25 1 47 — 5 4 17 100
Rocky
Mountains 27 4 35 — 5 1 27 100
Far West 27 12 31 — 4 4 23 100
Unweighted
average 27 5 33 —_— 4 4 26 100

' —Represents zero or rounds to zero.
SOURCE: ACIR staff computation.




for such patterns appear in the southeast (12 states), the
plains (seven states), the southwest (four states), and the
Rocky Mountain (five states) regions. For example, in
the southeastern region predominant responsibility for
police, fire protection, other sanitation than sewerage,
parks and recreation, parking, and water supply is vested
in municipalities in all 12 states, and in all 12 states the
state government is the dominant provider of highways,
natural resources, and corrections. The same type of
similarity of functional assignment among the states of
a region applies, to a somewhat lesser extent, in the three
other regions identified above.

Regional analysis may also focus on the degree to
which the states in the various regions favor the state
government or the various types of local unit in the
assignment of functions. Such analysis is based on the
number of opportunities for assignment, which for each
region is the product of the number of functions (19)°
times the number of states in the region. Table 8 shows,
for each of the eight regions, the percentage of oppor-
tunities in which each of the governmental types (state,
county, municipality, etc.) was the dominant provider
in the region in 1977. For example, in the New England
region, the state government was the dominant provider
in 42% of the cases (48 instances out of a total of 114
functional opportunities (19 functions'® X six states)).
Some highlights of this analysis:

® In New England, the state and municipalities/
townships were most prominent; counties drew
almost a complete blank, reflecting their histor-
ically weak, or nonexistent position in that
region.

® In the mideastern states, no single type stood out,
a fact underscored by the high percentage of
*‘more than one’’ dominant provider (34%).

® In the Great Lakes and plains states, municipal-
ities had relatively high emphasis. In the latter,
counties were rarely dominant providers.

® In the 12 states of the southeast, municipalities
stood out, but so did the state government and
counties compared to other regions.

® More than any other region, the southwest em-
phasized municipalities.

® The Rocky Mountain states showed no distinct
difference from the patterns of the other regions—
with a fairly representative distribution among the
several units, as indicated by the low deviation
from the unweighted regional average.

® The county was given the greatest emphasis in
the far west, compared to its position in the other
regions. (This may come as a surprise to those
who think of the county as having its greatest
importance in the southeast.)

Classifying Governments as
“Significant Providers”

Another way of looking at the distribution of state-
local functional responsibility is to analyze direct ex-
penditure for the 19 functions according to a minimum
level of ‘‘significance’’ rather than ‘‘dominance.”” This
helps explain the ‘‘more than one provider’ group more
fully and thereby tells more about the degree of disper-
sion of responsibility instead of the degree of preference
among the various types of governmental unit. Table 9
presents the results of such an analysis, defining “‘sig-
nificant’’ as 15% or more of the share of total state and
local direct expenditures.

From this perspective, the county emerges as a more
significant unit than it does when focusing on dominant
provider. In 1977, it was a significant provider of eight
services in over one-half the states: highways, hospitals,
health, police, correction, libraries, general control, and
general public buildings. This compared with 12 services
for the states and 13 services for municipalities. More-
over, using this measure, during the ten-year period from
1967 to 1977, the county increased its performance of
functions more than any of the other five types of gov-
ernment. This is shown in the following aggregation of
figures on significant providers (Table 10).

Table 10 shows, for example, that out of 912 oppor-
tunities (48 states X 19 functions), counties were sig-
nificant functional providers in 388 cases in 1977. Be-
sides confirming the increasing significance of the county
as provider, it shows that the spread of special districts
proceeded at nearly as great a rate as that of the county.

On a regional basis, as shown in Table 11, the im-
portance of counties as significant providers increased
most in New England, the southeast, and the mideast.
For special districts, growth was greatest in the plains,
southwest, Great Lakes, and Rocky Mountain states,
while their role actually declined in the mideast (Dela-
ware, Maryland, New Jersey, New York, and
Pennsylvania).

The Rates of Change in Local Direct
Expenditure, 1967-72 and 1972-77

Table 12 illuminates an aspect of the ten-year trend
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Table 9

SIGNIFICANT SERVICE PROVIDER,* BY TYPE OF GOVERNMENT AND
FUNCTION, BY NUMBER OF STATES, 1967 AND 1977

s | 2 ° o
= © () [} @
§ | £ | &8s | & | £ | 8 3
Type of S 5 5% ) ] 2 o 2
Government & T g2 2 £ e o &
-
State 48 50 49 49 50 37 — 2
County 5 25 13 28 36 34 9 16
Municipality 11 27 4 13 19 50 50 50
Township 4 7 — -_— 2 7 8 6
School District 41 — — — — — — —
Special District — — — 10 — — 5 20
State 49 50 40 49 49 35 — —
County 5 19 21 31 34 28 6 8
Municipality 11 11 5 10 17 50 50 50
Township 4 2 1 — 2 6 5 7
School District 41 — — — — — — —
Special District — 1 — 6 1 — 3 16

L

* A significant service provider is one that accounts for 15% or more of state-local direct general expenditures in a particular
function.
** Only 42 state-local systems exhibited this function in 1967 and 47 in 1977.




Table 9 (continued)

SIGNIFICANT SERVICE PROVIDER,* BY TYPE OF GOVERNMENT AND

FUNCTION, BY NUMBER OF STATES, 1967 AND 1977

)
= x §
/] * [l
g g 9o 8 o= " 'g o » E g’
= LR - 2 2w £ g =] 5 o TS ® C
- O »w o0 €3 - S = ¢ c 8 = s 2 P
o= 3 = 3 O [ Q- 3 - © O = T
£5 58 |58 |35 £ |Ef |5 3 & §5 | 83
ow oo Zc T < 2 E a o 3 GO G o
1977
— 36 50 4 11 20 — 50 18 49 39
18 23 7 2 17 4 3 33 25 45 45
48 — 37 35 26 50 5 40 46 44
8 6 — — — 1 3 — 5 4 5
— 3 8 37 8 1 2 — 9 — —
1967
— — 50 5 12 23 — 50 20 48 35
5 15 6 — 20 — 1 27 24 45 43
50 50 — 38 37 21 49 4 43 44 43
6 7 — — 1 — 2 — 7 6 5
2 3 8 34 8 10 2 — 5 — —

SOURCE: Derived from U.S. Department of Commerce, Bureau of the Census, Census of Governments, 1967 and 1977,' Vol.
4, Governmental Finances, No. 5, Compendium of Government Finances, Washington, DC, U.S. Government Printing

Office, 1969 and 1979, Tables 46 and 48 for 1967 and Tables 47 and 49 for 1977.
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Table 10

AGGREGATE OF “SIGNIFICANT PROVIDERS,” 50 STATES, 19 FUNCTIONS,
1967-77

State County

Municipality = Township  District District

School Special

1967 515 338
1977 562 388
Percent increase

1967-77 9.1% 14.7%

583
604

3.6%

61 41 99
66 41 113
8.1% — 14.1%

SOURCE: ACIR staff calculation from Table 9 data.

in local government direct expenditure for various func-
tions. It shows the different compound rates of change
for each of the two five-year periods covering 1967 to
1977 by major function and type of local unit.

Overall, the average annual change rate from 1972 to
1977 was less than from 1967-72. Among individual
functions and types of local unit, there were some
countertrends:

® Counties exhibited higher change rates in the sec-
ond five-year period in health and hospitals, high-
ways, police, and correction.

® Township expenditure rose at a higher pace in the
second period in highways, police, fire protec-
tion, and housing/urban renewal. Township ex-

penditure for public welfare continued to decline
in 197277, but at a slower rate than in the first
five-year span.

® In municipalities, the rates of increase in the sec-

ond period were greater for highways, sewerage,
and government administration.

® The greatest increases were shown by special

districts where the annual increase rate for fire
protection went from 7.6% to 24.0%, for sew-
erage from 13.9% to 22.0%, and for transit sys-
tems from 16.1% to 22.7%.

The availability of federal categorical grants undoubt-
edly contributed to the rise in special district expendi-
tures. Among the general-purpose units, the advent of

Table 11

PERCENT CHANGE IN NUMBER OF FUNCTIONS IN WHICH A GOVERNMENT
WAS A “SIGNIFICANT PROVIDER,” BY TYPE OF UNIT AND REGION, 1967-77

School Special

Region State County Municipality Township  District District

New England 6.6% 38.4% 4.2% 3.3% — 8.3%
Mideast 14.8 20.5 -47 28.5 — -333
Great Lakes 12.7 2.6 -3.2 — — 33.3
Plains 10.6 9.5 6.5 — — 62.5
Southeast 7.5 25.6 0.8 — — 5.2
Southwest 12.2 12.0 8.3 — — 53.3
Rocky Mountain 7.6 13.5 11.5 — — 27.2
Far West 4.6 25 4.7 — — 71

SOURCE: ACIR staff calculation.
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Table 12

PERCENTAGE RATES OF CHANGE IN LOCAL DIRECT EXPENDITURE, BY TYPE OF LOCAL
UNIT AND SELECTED FUNCTION, 1967-72 AND 1972-77

Counties

Municipalities

Townships

School Districts

Special Districts

1972-77 1967-72

1972-77 1967-72

1972-77 1967-72

1972-77 1967-72

1972-77 1967-72

Total Direct
Expenditure
Education
Social Services
Public Welfare
Health-Hospitals
Transportation
Highways
Public Safety
Police
Fire Protection
Correction
Environment-Housing
Sewerage
Housing/Urban
Renewal
Parks/Recreation
Government Adminis-
tration

11.6%  13.6%
10.7 11.9
5.5 17.2
15.1 13.7
7.4 6.4
16.6 14.6
18.2 19.3
161  15.1
15.5 33.7
14.6 16.7
12.9 11.5

9.6% 13.2%
6.0 12.9
8.7 19.1
44 15.0
8.7 6.7
10.2 14.2
9.9 11.2
9.3 155
14.8 12.0
3.9 12.8
9.8 11.5

11.7 11.6

10.9% 12.5%
94 13.4
-1.3 -8.2
9.5 13.1
9.0 72
15.4 1.9
18.0 11.6
NA NA
8.2 17.5
1.1 4
12.2 13.7
55 12.0

9.7% 10.7%
9.7 10.7

10.1% 14.3%
13.7 19.8
3.1 11.3
24.0 7.6
22.0 13.9
2.6 13.8
11.4 11.1

SOURCE: ACIR staff computation based on U.S. Department of Commerce, Bureau cf the Census, Governmental Finances in 1966—67

Washington, DC, U.S. Government Printing Office, 1968, 1973, and 1978.

, 197172, and 1976-77,




¥C

PERCENTAGE OF FULL-TIME EQUIVALENT EMPLOYMENT, BY LEVEL OF GOVERNMENT

Table 13

AND FUNCTION: OCTOBER 1967, OCTOBER 1972, AND OCTOBER 1977

October 1977

October 1972

October 1967

Function Federal State | Local | Federal State | Local | Federal State | Local
Education
Local Schools —1 — 99% — —_ 99% — — 99%
Higher Education — 82% 18 1% 83% 16 — 87% 13
Other Education 16% 84 — 6 94 — 13% 87 —
Highways 1 47 52 1 51 49 1 51 48
Public Welfare 3 45 52 2 39 59 3 35 62
Hospitals 14 43 43 14 43 43 16 44 40
Health 27 33 40 30 30 39 30 28 43
Police 9 11 80 7 12 82 6 12 82
Local Fire Protection — — 100 — — 100 — — 100
Sewerage — — 100 — — 100 — — 100
Other Sanitation — — 100 — — 100 — — 100
Local Parks and Recreation — — 100 — — 100 — — 100
Natural Resources 59 35 6 59 35 6 61 33 7
Housing and Urban Renewal 18 — 82 21 — 79 27 — 73
Airports 76 — 24 78 - 22 80 — 20
Water Transport 56 19 25 61 17 22 69 9 22
-Correction 4 59 37 4 61 35 4 61 35
Libraries — — 100 — — 100 — — 100
Financial Administration 28 31 41 33 29 38 32 30 39
General Control 11 20 69 15 16 70 15 12 73
Total 20% 22% 58% 23% 21% 56% 28% 19% 53%

‘—Represents zero or rounds to zero.

SOURCE: U.S. Department of Commetce, Bureau of the Census, Census of Governments, 1967, 1972, and 1977, Vol. 3, Public Employment, No. 2, Compendium of

Public Employment, Washington, DC, U.S. Government Printing Office, 1969, 1974, 1979, Tables 3 and 5.




General Revenue Sharing spurred expansion in some of
their functional expenditures (for the effect of GRS on
townships particularly, see Chapter 4).

The exceptional cases of an increased pace of change
in the second five-year period may be useful in sug-
gesting functional areas where particular types of local
government are, or will be, taking on a more active role,
e.g., counties, and townships in some states.

Functional Responsibility Measured by
Public Employment

Public employment figures provide an alternative to
expenditures as a measure of a government’s responsi-
bility for the provision of services. In using employment
data, however, one must take into account the fact that
certain services—such as police, fire protection, edu-
cation, and road maintenance—are labor intensive,
whereas others—such as public welfare, social services,
and highway construction—are more cash and capital
intensive. In the state-local dichotomy, labor-intensive
services tend to be local responsibilities, while cash-cap-
ital intensive services are typically at the state level.

Table 13 shows the distribution of full-time equivalent
employment among the three levels of government. Fo-
cusing first on October 1977, the distributions for many
functions are close to those for direct expenditures which
were shown in Table 1. Exceptions include highways,
public welfare, health, natural resources, housing/urban
renewal, airports, and libraries. The capital/cash-labor
difference accounts for many of these exceptions, as in
highways, public welfare, and natural resources. In some
cases where the federal expenditure figure is notably
higher than its employment figure, however, the differ-
ence may be due to higher pay per employee, which in
turn may be due to higher grades and/or higher salary
scales. Higher grades are to some extent explained by
the fact that the federal government administers many
of its domestic functions through state and local gov-
ernments via grants, and the federal grant-administering
agencies are therefore headquarters-type agencies.

Turning to the ten-year trend, the cash-labor distinc-
tion is most clearly evident in public welfare. Despite
the increase in the federal government’s share of direct
expenditure in the period, from 14% to 30% its share
of employment remained at 3%. In 1972, the federal
government took over basic financing and administration
of the adult assistance categories from the states, but this
was basically a check writing operation. The effect is
shown most vividly in Table I, where the federal gov-
ernment’s share of direct expenditure for “‘public wel-

fare-cash’” went from 1% to 39% in the ten-year span;
and in Table 2, where its financing share of public wel-
fare grew from 38% to 70% in the same period. The
expansion of the state share of full-time employee equiv-
alents from 35% to 435%, on the other hand, mirrored
the growth in the social services component of welfare,
a labor intensive activity.

Table 14 shows the distribution of full-time equiva-
lent employment among the five types of local govern-
ment by function for the three years. It is comparable
to Tabte 3 oa direct expenditures. There is a substantial
difference in the two tables in the sharing of public wel-
fare between counties and municipalities. Expenditures
for 1976-77 show a 61% counties-38% municipalities
split, while employment for October 1977 divides the
two uaits by 78%-21%. Undoubtedly, much of this dif-
ference is due to New York City’s dominance of this
heavy cash program. (In 1976-77, New York State ac-
counted for 35% of local governments’ cash assistance
expenditures nationwide; and in that state, the division
was, respectively, 68%-32% between municipalities and
counties, generally the reverse of the distribution in the
other states.)

INTERGOVERNMENTAL INFLUENCE:
FURTHER REFINEMENT

As noted earlier, the concept of functional responsi-
bility includes responsibility for funding as well as ac-
tually providing services. The impact of financing was
taken into account in the analysis of the federal-state-
local division of responsibility. In this section, the impact
is traced to the allocation of functions among the states
and the five local types of government. In addition, by
isolating the ‘‘passthrough’’ of federal funds by state
government, the distinction between federal and state aid
flows to local governments, and the impact of federal
aid on state direct expenditure, are more accurately
identified.

Table 15 shows the extent to which direct federal aid
and state aid financed direct expenditure of each of the
five types of local government in seven major functional
areas in 1977. State aid includes funds from the federal
government that are passed through to the localities. The
percentages are related to the direct expenditure for each
function, i.e., all expenditure other than intergovern-
mental expenditure.

Overall, the table shows that the percentage of direct
expenditure financed by mtergovernmental aid varies
with the function and the type of unit, but it is apparent
that the share is substantial for most of the types of
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PERCENT OF FULL-TIME EQUIVALENT EMPLOYMENT, BY TYPE

Table 14

OF LOCAL GOVERNMENT AND FUNCTION: OCTOBER 1967,
OCTOBER 1972, AND OCTOBER 1977

October 1967

Munici- | Town- | School Special
Function Counties | palities | ships | Districts | Districts| Counties
Education
Local Schools 7% 10% 3% 81% — 7%
Institutions of
Higher Education 10 23 — 67 — 13
Highways 46 42 11 — 2% 45
Public Welfare 70 28 2 — — 75
Hospitals 47 33 — — 19 46
Health 52 44 2 — 3 53
Police 18 77 5 — — 20
Fire Protection 4 90 4 — 2 5
Sewerage 7 74 4 —_ 17 10
Other Sanitation 3 93 3 — — 4
Parks and Recreation 14 75 3 — 8 16
Natural Resources 52 — — — 48 48
Housing/Urban
Renewal —_ 46 — — 51 2
Airports 18 55 — — 18 20
Water Transport
and Terminals — 20 — - 80 —
Correction 75 25 — — — 77
Libraries 18 68 — 8 22
Financial
Administration 50 43 7 — — 49
General Control 55 38 7 — —_ 55
Other and
Unallocable* 30 64 4 — 1 31
Total* 18 29 3 47 3 19

'—Represents zero or rounds to zero.
*Excluding utitities.
SOURCE: U.S. Department of Commerce, Bureau of the Census, Census of Governments, 1967, 1972, and 1977, Vol. 3,

Public Employment, No. 2, Compendium of Public Employment, Washington, DC, U.S. Government Printing Office,
1969, 1974, and 1979, Table 13.
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OF LOCAL GOVERNMENT AND FUNCTION: OCTOBER 1967,
OCTOBER 1972, AND OCTOBER 1977

Table 14 (continued)

PERCENT OF FULL-TIME EQUIVALENT EMPLOYMENT, BY TYPE -

October 1972

October 1977

Munici- | Town- | School Special Munici- | Town- | School Special
palities | ships | Districts | Districts | Counties | palities | ships | Districts | Districts
10% 3% 81% — 7% 9% 3% 82% —
20 — 67 — 15 11 — 73 —
43 11 — 2% 44 44 10 — 1%
25 1 — — 78 21 1 — —
29 — — 24 49 27 —_ — 24
42 1 — 2 64 31 1 — 3
75 5 — — 23 72 6 — —
88 4 — 3 7 85 5 — 3
69 3 — 18 10 66 4 — 21
92 4 — — 9 87 4 — —
71 4 — 10 20 69 3 — 8
— — — 48 48 7 — — 41
47 — — 50 4 48 — — 48
53 — — 27 22 56 — — 22
38 — — 63 — 38 — — 63
25 — — — 78 22 — — —
62 5 — 10 26 54 6 — 12
44 7 — — 53 40 6 — —
39 6 — — 56 38 7 — —
60 6 — 3 38 55 5 — 2
28 3 46 3 21 27 3 45 3
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Table 15

DIRECT FEDERAL AID AND STATE AID', AS A PERCENT OF LOCAL DIRECT

EXPENDITURE, BY TYPE OF LOCAL UNIT AND BY FUNCTION, 1976-77

(Dollar amounts in mitlions)

School Districts

Counties Muricipefities Townehips ' Special Districts
Percent of Porcent of Percent of Percent of Percont of |
Function Amount Expenditure Amount Expenditure Amount Expenditure Amount Expenditure Amount Expenditure
Education—E xpenditure $5,886 $7.614 $1.865 $60,256 $ 87
Direct Federal 156 3 183 2 21 1 952 2 — —
State 2,936 50 3,258 43 687 37 28,573 47 — —
Total 3,092 53 3,441 45 708 38 29,525 49 — —
Public Welfare—Expendiyre 7,274 4,549 80 — —
Birect Federal 35 — 124 3 — — — — — —
State 5,529 76 3,689 81 4 7 — — — —_
TFotel 5,564 76 3,813 84 4 7 — — — _
Higlvways—Expenditure 3,755 4,231 1,019 — 201
AR I
Divest Federal 26 — 62 1 2 — — — — _
Siate 1,947 52 1,306 31 179 18 — — — —
Tetal 1,973 53 1,368 32 181 18 — — — —
Meaith and Hoepitals—Exgenditure 6,043 3,366 70 — 2,352
Direst Federal 89 1 83 2 1 1 — — 13 1
State 1,007 17 359 iR 1 1 — — 38 2
TFotad 1,096 18 442 13 2 3 — — 51 2
Heusing/Urban Renewal—
Expentiture 37 1,778 10 — 1,385
Direct Federal 21 57 1,071 60 10 100 — — 710 51
Siate — — 193 11 — — — — 70 5
Total ' 21 57 1,264 71 10 100 — — 780 56
Sewerage—Expenditure 957 3812 321 — 1,722
Direct Federal — — — — — — — — 173 10
State 44 5 264 7 21 7 - — 124 7
Total 44 5 264 7 21 7 — — 297 17
Correction and LEAA—
Expenditure? 3,153 6,799 524 — —
Direct Federal — — — - — — — — — —
State 291 9 216 3 1 —_ — — — —
Total 291 9 216 3 — — - — -— —

— Represents zero or rounds to zero
' Includes federal pass-through funds
? Includes correction and police

SOURCE: Expenditure—U.S. Department of Commerce. Bureau of the Census of Governments. 1977, Vo!. 4. Government Finances. No. 5. Compendium
of Government Finances. Washington, DC. U.S. Government Printing Office. 1979. Table 49. Aid Data—Census Bureau unpublished data




government involved in the first five functions listed.
Moreover, state aid (including federal passthrough
money) is far more significant than direct federal aid.
The two exceptions are (1) housing/urban renewal for
all types of units affected, and (2) sewerage for special
districts.

It should be noted, however, that the focus on tradi-
tional functions obscures the recent expansion of direct
federal aid for some newer functions and for programs
of general support. The Census Bureau reported the fol-
lowing direct federal-local moneys attributable to GRS

and “‘all other’” for 1976-77 (in millions):"

GRS All Other
Counties $1,671 $1,737
Municipalities 2,390 4,900
Townships 335 114

*“All other’” includes the Comprehensive Employment
and Training Act (CETA), a functional program not bro-
ken out in Census Bureau data, and the countercyclical

Table 16

FEDERAL AND STATE AID TO LOCAL GOVERNMENT ADJUSTED
FOR ESTIMATED FEDERAL “PASSTHROUGH,”

BY FUNCTION, 1972 AND 1977

(In millions of dollars)

1877
Total Public Health and

Intergovernmental Aid Flow Expenditure | Education | Highways Welfare Hospitals All Other
Nominal Federal Aid to States $45,890 $ 9,205 $6,363 $18,723 $1,532 $10,237
Nominal Federal-Local Aid 16,509 1,306 96 159 204 14,744
Nominal State-Local Aid 60,260 36,546 3,491 9,236 1,430 9,647
Passthrough 12,262 5,164 232 4,971 413 1,482
Net Federal Aid to States 33,628 4,041 6,131 13,752 1,119 8,755 .
Net Federal-Local Aid 28,771 6,470 328 5,130 617 16,226
Net State-Local Aid 47,998 31,382 3,259 4,265 1,017 8,165
Percent Difference in Federal-

Local Aid due to Passthrough 74.2% 395.4% 241.7% 3,126.4% 202.5% 10.1%
Passthrough as a Percent of

Total Federal Aid 19.7% 49.1% 3.6% 26.3% 23.8% 5.9%

1972

Nominal Federal Aid to States $26,791 $ 5984 $4,871 $12,289 $601 $3,046
Nominal Federal-Local Aid 4,551 1,030 47 71 137 3,266
Nominal State-Local Aid 35,143 20,677 2,510 6,823 661 4,472
Passthrough 7,073 3,048 45 3,637 57 286
Net Federal Aid to States 19,718 2,936 4,826 8,652 544 2,760
Net Federal-Local Aid 11,624 4,078 92 3,708 194 3,552
Net State-Local Aid 28,070 17,629 2,465 3,186 604 2,186
Percent Difference in Federal-

Local Aid due to Passthrough 155.4% 295.9% 95.7% 5,122.5% 41.6% 8.8%
Passthrough as a Percent of

Total Federal Aid 22.6% 43.5% 0.9% 29.4% 7% 4.5%

Percent Change, 1972 to 1977

Nominal Federal Aid to States 71.3% 53.8% 30.6% 52.4% 154.9% 236.1%
Nominal Federal-Local Aid 262.8 26.8 104.2 123.9 148.9 351.4
Nominal State-Local Aid 71.5 76.7 39.1 354 116.3 115.7
Passthrough "73.4 69.4 415.6 36.7 624.6 418.2
Net Federal Aid to States 70.5 37.6 27.0 58.9 105.7 217.2
Net Federal-Local Aid 147.5 58.7 256.5 38.3 218.0 356.8
Net State-Local Aid 71.0 78.0 32.2 33.9 68.4 2735

SOURCE: U.S. Depaniment ot Commerce, Bureau of the Census, Census of Governments, 1972 and 1977, Vol. 4, Government Finances, No. 5,
Compendium of Finances, Washington, DC, U.S. Government Printing Office, 1974 and 1979, Table 29 and Table 31, respectively; State
Government Finances in 1972 and 1977, Washington, DC, U.S. Government Printing Office, 1973 and 1978, respectively; and computation

by Metropoiitan Studies Program, Maxwell School of Citizenship and Public Affairs, Syracuse University.
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programs of Antirecession Fiscal Assistance (ARFA) and
local public works. In 1977, these three grant programs

“amounted to $1,756, $1,699, and $577 millions,
respectively.'?

In Table 16, the separate influences of federal and
state governments are more accurately represented by
identification of the federal aid component of state aid.
This, of course, is the federal aid which goes initially
to state governments and is then ‘‘passed through’ by
them to their localities. The net figures for federal and
state aid reflect the ‘‘passthrough.”

In education, for instance, where in 1977 the pass-
through constituted the highest percentage of federal aid
of the four functions listed (49.1%), adjustment for the
passthrough increased federal-local aid by $5.2 billion
or 395%. In welfare, the adjustment was $5.0 billion or
over 3,000%. In total, an estimated $12.3 billion—rep-
resenting almost 20% of total federal aid to state and
local governments and 16% of total nominal state aid to
local governments—was passed through the state by the
federal government. The existence of so much money
with federal conditions attached, rather than strictly state
money, indicates a large federal influence—deliberate
or otherwise—on the performance of the local functions
aided. From the standpoint of state performance, on the
other hand, the passthrough represents a reduction of the
indirect federal influence.

The ‘‘percent change’’ section of Table 16 confirms
the earlier observations about the expansion of ‘‘all
other”’ direct federal programs. From 1972 to 1977, the
net federal-local aid (that is, including state passthrough)
for ““all other’’ purposes went up by 356.8%. The actual
dollar amounts are even more striking—the increase was
from $3,552 million to $16,226 million, or $12,674
million.

INTERSTATE VARIATIONS IN
PATTERNS OF FUNCTIONAL
ASSIGNMENT

Up till this point, the description and analysis of the
relative functional responsibilities of state and local gov-
ernments have been in aggregate nationwide terms except
for the brief regional references. This gives a general
picture of the existing situation and recent trends but
obscures the wide diversity of law and practice among
the 50 states—a vital characteristic of the American fed-
eral system. One approach to developing the state-by-
state picture is shown in Table 17, which expands, on
a 50-state basis, the data shown in national aggregates
for 1977 in Table 6. For each of the states, it depicts the
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dominant provider among the state government and five
types of local government for each of 19 functions. '

TYPOLOGIES OF STATE-LOCAL
FUNCTIONAL ASSIGNMENT

Perusal of Table 17 readily suggests that, while deal-
ing with national aggregates has limitations, looking at
the functional assignment issue from the other extreme
also has its drawbacks. The state-by-state approach
promises a perception of reality in detail, but it raises
problems for policymakers who are obliged to develop
manageable ways of dealing with 50 different systems.
A practical alternative is to group the states in such a
way as to permit differentiating among the 50 on some
meaningful and manageable basis.

A “Dominant Provider” Typology

Table 18 is one such typology, building upon the state-
by-state dominant provider data in Table /7. The states
are classified according to the type of unit in the state-
local system that is the dominant provider for five or
more of the 19 functions. Where more than one unit
qualifies, the unit dominating the largest number of func-
tions (five or more) is listed first in each class title. Thus,
in 1977 the most frequent assignment pattern (ten states)
was one in which a combination of municipal govern-
ments and state governments, in that order, were the
dominant providers of the 19 functions. Next came (1)
eight states in which municipalities dominated the most
functions and in five or more functions no unit was dom-
inant, and (2) five states in which the state and munic-
ipalities dominated an equal number of functions.

With so many classes (19), this typology does not
appear to represent much of an advance over the state-
by-state approach. It does make quickly apparent, how-
ever, that municipalities, state governments, and ‘ ‘more
than one provider’’ are the dominant providers of state-
local services from the standpoint of number of services
provided. A more careful reading indicates that the order
of dominance in 1977 was municipalities, states, and
‘‘more than one provider,”” but there was not a great
margin between municipalities and state governments in
this regard. Further, the ten-year span reveals a tendency
toward a greater diffusion of expenditure responsibility
among the various units as indicated by the increase in
number of states in which no single type of unit was the
dominant provider.



Table 17

DOMINANT STATE-LOCAL SERVICE PROVIDER,* BY TYPE OF
GOVERNMENT, FUNCTION, AND STATE, 1977

Part A
(Number of Functions)

Summary by Type of Government, by State
z z

S § 5 g2 § =

o E|22/38(385,¢8 o|E|28 3858 5,8

5 8|38|58 53 |38¢ 518|232 |58|828 258
Alabama 618 1—| 1 1 2 Montana 6l 14— 1 — 6
Alaska 10(16{|—| — — 2 Nebraska 3 8 | — | 1 2 5
Arizona 3{—1|9|— 1 — 6 Nevada 5(3|5|— 1 1 4
Arkansas 5  —|6|— 1 1 6 New Hampshire| 9 (1 | 4 | —| — 4
California —|{ 3|7 |— 1 — 8 New Jersey 3|13 ]|— 1 9
Colorado 3 9 — 6 New Mexico 6 | — (10 2
Connecticut 9 3 — 7 New York 2| —1 7 8
Delaware 8 3 3 North Carolina | 5 | 4 | 5 4
Florida 5 4 — 7 North Dakota 6| —| 6 4
Georgia 6 5 2 5 Ohio 3|16 6
Hawaii 3 5 — 1 Oklahoma 5|18 3
Idaho 5 8 4 Oregon 41214 7
lilinois 6 7 3 2 Pennsylvania 4 | —1| 8 4
Indiana 6 8 — 4 Rhode Island 91 —186 4
lowa 4 10 — 3 South Carolina | 6 ;| 1 | 3 6
Kansas 4 8 — 6 South Dakota 6 —| 9 3
Kentucky 6 5 — 5 Tennessee 5| —1|8 4
Louisiana 7 7 — 3 Texas 5| —| 8 3
Maine 7 3 — 8 Utah 6|— |6 5
Maryland 6 — 8 Vermont 9 |— |1 5
Massachusetts | 8 4 6 Virginia 6 | —|7 6
Michigan 4 8 — 5 Washington 4 | —| 8 4
Minnesota 1 6 3 8 West Virginia 6|26 4
Mississippi 6 5 3 Wisconsin 3138 5
Missouri 4 8 2 4 Wyoming 536 4
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Table 17 (Cont.)

DOMINANT STATE-LOCAL SERVICE PROVIDER,* BY TYPE OF
GOVERNMENT, FUNCTION, AND STATE, 1977

Part B
Key
St - State M - Municipality Sc - School District
Co- County T - Township Sp- Special District
+ - More Than One Provider**

§|% 2 §/8 5|88/ 8 o5|ul B $ 85558

5 8|e2iflsle! 3/5/:58|,8CE85/£2|5/ :5/2/8 =|/%8 5¢e%

3555|238 5|e8|3/25 55|28 25 £ 5&8|5 5|555 553

u T |dT | T |d|ifa | |Ov |ox|Z2x [T |<|SF|a O|J |00 |0am
Alabama Sc[{&t] St [+ [|StIMI M (M| M M St Sp Ml St IM|{Sti M + Co
Alaska + St} St |St{St{M| M | M| Co M St St [St{ M [M|St| + | St St
Arizona Sc| St| St + 1+ M M + M M + M M M M|St| M + +
Arkansas Sc| St| St + | St + M M M + St Sp (M M MISt| + + +
California Sc| + + + |Co| M M + M M + + M M MiCo| +| Co +
Colorado Sc| St + + 1+ (M M + M M St M M M M|St| M + +
Connecticut + | St] St [St|St| + M + M + St + St| St {|M|St]| + St +
Delaware Sc|St| St [St|St| + M |Col| + + St Sp (Co|l M M| St|{Co| St St
Florida Sc|St| St | +|St] + M M| M + St + [Col| + M|St|Co| + +
Georgia Sc|St| St |Sp|St| + M MI M + St Sp |[M| St |M|St] + + +
Hawaii St|St! St !St|St{M| M M| M + St | St |St| St [M|St|St| St St
Idaho SciSt| St | +|St]| + M M| M M St M M| Sp I IM|[StIM + +
IHinois Sc|St| St [Sti+ M| M [Sp| M Sp St Sp |[M| St (M |St|Mm + M
Indiana SclSt| St [+({St{M| M M| M M St M M| St | M St + + +
lowa Sc| + St |St|{Co| M M M| M M St M M M M|St| M + +
Kansas Sc|St| St + |+ M| M M| M M St + M M M|St]| + + +
Kentucky Sc|St| St | +|St| + M IM| M St St M |Col Co M| St| + + +
Louisiana Sc|St| St {St|St]| + M M| M M St M (M| St [M|St Col + +
Maine + | St] St [St|St] + M + T + St + M| St |M|St| + + +
Maryland Col +| St | St} + |+ + + + Co St Sp | St| St | + |St|Co|l + Co
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Table 17 (Cont.)

SUMMARY OF DOMINANT STATE-LOCAL SERVICE PROVIDER,* BY TYPE OF
GOVERNMENT, BY FUNCTION, 1977
(Number of States)

Part C
School Special More Than
State | County | Municipality | Townships | Districts | Districts | One Provider**

Education 1 2 — — 37 — 10
Highways 39 — — — — — 11
Public Welfare 43 1 1 — — — 5
Hospitals 24 4 — — — 1 21
Health 30 4 — — — — 16
Police — — 27 — — — 23
Fire Protection — — 48 — — — 2
Sewerage — 1 33 — — 4 12
Other Sanitation — 1 44 2 — — 3
Parks & Recreation 3 1 24 — — 2 20
Natural Resources 48 — — — — — 2
Housing/Renewal 3 — 16 — — 21 10
Airports 6 9 26 — — 5 4
Water Transport** 16 3 20 1 — 6 1
Parking — — 47 — — 1 2
Correction 46 1 — — — — 3
Libraries 2 9 19 — — 2 18
General Control 7 1 — — — — 42
General Public

Buildings 5 8 1 —_ — — 36

function.

**“More than one provider” inidicates there is no dominant service provider.
SOURCE: Derived from U.S. Department of Commerce, Bureau of the Census, Census of Governments, 1977, Vol. 4, Governmental Finances, Part 5,
Compendium of Government Finances, Washington, DC, U.S. Government Printing Office, 1979. Tables 47 and 49.

*A dominant service provider is one that accounts for more than 55% of the state and local government direct general expenditures in a particular

A “Significant Provider’ Typology

A similar typology can be developed using the *‘sig-
nificant provider’’ classification, in which ‘‘significant’
is defined as representing 15% or more of state-local
direct expenditures. Such a typology is presented in
Table 19, using the data developed for Table 8.

As in the dominant provider typology of Table 18, the
municipality-state combination is the most prevalent.
The notable difference between the two approaches is
in the appearance of the county as a significant provider,
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whereas it does not appear at all in the dominant provider
typology. The county was a significant provider for ten
or more functions in nine states in 1967 and in all 11
states in 1977.

Classification of State-Local Fiscal
Systems

In recent years, several groups of scholars have de-
veloped typologies of state-local fiscal relationships, us-
ing expenditure and revenue data and reflecting inter-
governmental aid flows in the latter. These typologies
do not distinguish among types of local units, however;



Table 18

STATES CLASSIFIED ACCORDING TO TYPES OF STATE-LOCAL
GOVERNMENT THAT ARE DOMINANT PROVIDERS* OF FIVE OR MORE OF 19
FUNCTIONS, 1967 AND 1977

Key:
Names of governmental units in left-hand column indicate dominant providers of five or more of the 19 functions. First name in
multiple name is dominant provider of most functions, second name is dominant provider of next most numerous functions, etc.,
except that two units separated by an oblique (/) dominate the same number of functions. “Multiple” indicates no single type of
unit is the dominant provider.

Dominant Providers of Number of States

Five or More Functions 1977 1967
Municipality-state 10—AL, ID, IL, IN, NM, OK, SD, |16—AL, FL, GA, IN, IA, KY, M|,

TN, TX, WY MS, MO, NM, NC, ND, OK,
: OR, TN, UT
Municipality-multipie 8—AZ, CO, KS, MI, MN, NE, 2—NY, Wi
NY, WI
State/municipality 5—LA, NV, NC, ND, WV 5—DE, ID, SD, WA, WV
State-municipality 4—AK, HI, MS, RI 7—AK, HI, LA, RI, IL, SC, VT
State-multiple 4—CT, MA, MT, VT 0
Municipality 4—LA, MO, PA, WA 9—AZ, CA, CO, KS, MN, NB,
OH, TX, WY

Multiple-state 3—FL, ME, MD 0
State 2—DE, NH 0
State-municipality/

multiple 2—GA, KY 2—ME, CT
Multiple 2—NJ, OR 1—NJ
State/multiple 1—SC 1—NV
State/municipality-

multiple 1—UT 2—MD, MA
Municipality-state/

multiple 1—VA 1—AR
Municipality/multiple 1—OH 0
Municipality/multiple-

state 1—AR 1—VA
Multiple-municipality 1—CA 0
State-municipality-

multiple 0 1—NH
State/multiple-

municipality 0 1—PA
Multiple-state/

municipality 0 1—MT

*A dominant provider is one that accounts for more than 55% of the state and local government direct general expenditures in
a particular function.
SOURCE: ACIR staff calculation.
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rather, they categorize states according to the degree to
which fiscal relationships lean toward state or local
dominance.

Two such typologies have been developed: (1) by the
Metropolitan Studies Program of Syracuse University’s
School of Citizenship and Public Affairs for an ACIR
report on federal grants,' and (2) by Prof. G. Ross Ste-
phens and Gerald W. Olson of the University of Missouri
in Kansas City.!"” While the two have certain common
elements, they differ in some important respects.

SYRACUSE UNIVERSITY TYPOLOGY

This typology was developed to assess the impact of
- federal aid on state and local governments. Using ex-
penditure and financing data, states are grouped accord-
ing to three measures—state financing share of state-
local direct expenditure, state expenditure share of state-
local direct expenditure, and state-local per capita ex-
penditure. The state financing share measures the relative
state responsibility for raising money for state-local ex-
penditures. The state expenditure ratio describes the final
spending responsibilities, rather than the original source
of finance. Per capita expenditure captures the scope,
rather than the division, of fiscal responsibilities among
the states.

The states are arrayed from high to low for each of
the three measures. Then, with each measure sorting the
states into three groups on the basis of the top 15, the
bottom 15, and the middle 20, a composite position is
developed which places the states with high financing,
high expenditure, and high per capita expenditure re-
sponsibility at one extreme; those with the low ratings
for each of the three measures at the other extreme; and
the remainder of the states in the middle.

For purposes of this study, the Syracuse methodology
is used with one modification: State financing respon-
sibility is expressed as the state government’s percentage
of state-local own source revenues, rather than the ratio
of state own-source revenues to state-local direct ex-
penditures. It is felt that this gives a clearer definition
of the revenue side.

The results of applying the Syracuse approach as mod-
ified are shown in Table 20. The high-extreme states are
characterized by state government domination in terms
of both expenditure responsibility and origin of financ-
ing. In 1977, these were Alaska, Delaware, Hawaii,
North Dakota, Rhode Island, Alabama, Arkansas, Ken-
tucky, South Carolina, and West Virginia. The low-ex-
treme states were dominated by local government and
exhibited low state financing and expenditure responsi-
bilities—California, Colorado, Nevada, New York, Ne-
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braska, New Jersey, Ohio, Florida, and Missouri. The
remaining states are mixed, in that their fiscal systems
show a more balanced responsibility between state and
local units.

To ascertain whether there had been any movement
in the degree of state dominance from 1972 to 1977, the
states’ shares of financing and expenditure for the two
years were compared. In financing, 39 states evidenced
an increase in state government share, while in expendi-
ture, only 22 states’ shares went up in comparison with
1972. Thus, the five-year period showed a clear increase
in state dominance on the revenue side but diminished
dominance on the expenditure side. Clearly, states were
raising more of the state-local money but were transfer-
ring more of it to their local governments for actual
spending.

THE STEPHENS-OLSON CLASSIFICATION

The Stephens-Olson typology is similar to the Syra-
cuse typology in using expenditures as a measure of
service delivery and revenues as a measure of the funding
of state and local public services. Stephens-Olson add
a third element—the distribution of personnel. As was
noted earlier, local services are considerably more labor-
intensive than state services. The personnel distribution
therefore is adjusted for the different labor input char-
acteristics on the two levels of government.

The Stephens-Olson approach differs from the Syra-
cuse methodology in another respect. The latter looked
at the 50 states solely in relation to the relative standing
of the whole group. This means that analyzing the states
in the same manner in two different years enables one
to ascertain the shifts that occurred in a state’s standing
relative to all other states during the period, but not the
shifts that occurred relative to an absolute measure of
state or local dominance. The Stephens-Olson approach
provides this reference to an absolute measure.

The Stephens-Olson analysis found that in 1977, the
50 states were centralized to the greatest extent in terms
of financial responsibility; fairly well balanced with re-
gard to service delivery system; and least centralized in
terms of personnel. Their composite index of centrali-
zation-decentralization, incorporating all three measures,
placed states in five groups: 39.9 or less—decentralized;
40.0-44.9—Ilocal services; 45.0-54.9—balanced; 55.0-
59.9—state services; and 60.0+ —<centralized. Since
the basic figures are related to constant totals over time
(expenditures, financing, and employment), the index
marks movement over time.

Table 21 presents the results of the Stephens-Olson
methodology, showing the categories of state centrali-



STATES CLASSIFIED ACCORDING TO TYPES OF STATE-LOCAL GOVERNMENT
THAT ARE SIGNIFICANT PROVIDERS* OF 10 OR MORE OF 19 FUNCTIONS,

Names of governmental units in left-hand column indicate significant providers of 10 or more of the 19 functions. First name is
significant provider of most functions, second name is significant provider of next most numerous functions, etc., except that units

Table 19

1967 AND 1977

Key:

separated by an oblique (/) are significant providers of the same number of functions.

Significant Providers of
Ten or More Functions

Number of States

State-municipality
State/municipality

State
Municipality

Municipality-county
Municipality-state/
county
Municipality-state-
township
State-municipality/
county
State/municipality/
county
State-township
County-state
County-state-munici-
pality
County-municipality-
state
Municipality/county-state
State-county-munici-
pality
State/county
State-municipality/
township
County-municipality
Municipality-state/
county
Municipality-
county-state
Municipality-township-
state

TX, VA

8 - AK, IN, KY, NH, ND, SC, UT,
WV

7 - ME, MI, NM, Ri, SD, WA,
WYy

3 - DE, HI, MS

3-NJ, NV, OH

3-CA, KS, NY
2-TN, Wi
2-CT, MA
1-GA
1-LA

- VT
1-MT

ey

1-MD

1-NC
1-FL

0

0

1977 1967
Municipality-state 15 - AL, AZ, AR, CO, ID, IL, IA, 11 - AR, CO, IL, IA, LA, MS, NC,
MN, MO, NE, OK, OR, PA, OK, PA, TN, WA

7 - CT, DE, ID, NM, SD, VT, WY

9 - AL, FL, GA, IN, KY, NH, ND,
RI, WV

3-AK, HI, SC

8 - AZ, KS, MO, NE, NJ, NY,
OH, TX

2 - MN, OR

2 - Ml, WI

[N

1-CA
1-MT

1-ME
1-NV

1-VA

1-MD

1-MA

“A significant previder is a type of governmental unit that accounts for 15% or more of state-local direct expenditures.

SOURCE: ACIR staff calculation.
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zation by the three constituent elements as well as the
composite index for five different dates ending in 1977.
The movement over time is evidenced by the fact that
according to the 1913 estimate one state leaned toward
a decentralized system and the remaining 47 were de-

centralized. In 1977, on the other hand, nine states were
centralized and none were decentralized. Overall, then,
using the composite of the three measures, there has been
a clear movement toward centralization in the state-local
relationship from 1913 to 1977. Looking at the service

Table 20

GOVERNMENTS, 1977

CLASSIFICATION OF STATE-LOCAL FISCAL SYSTEMS: TOTAL
EXPENDITURES AND OWN-SOURCE REVENUE OF STATE AND LOCAL

(Figures in parentheses are per capita state-local expenditures in dollars, 1977)

High State
Expenditure
Responsibility

Moderate State
Expenditure
Responsibility

Low State
Expenditure
Responsibility

High State Financing
Responsibility
High expenditure per capita

Moderate expenditure per
capita
Low expenditure per capita

Alaska ($3,275)
Delaware ($1,458)
Hawaii ($1,915)

North Dakota ($1,308)
Rhode Island ($1,283)
Alabama ($1,002)
Arkansas ($876)
Kentucky ($1,006)
South Carolina ($979)
West Virginia ($1,083)

Maine ($1,120)

New Mexico ($1,177)
Mississippi ($1,018)
North Carolina ($982)
Oklahoma ($1,045)

Moderate State Financing
Responsibility
High expenditure per capita

Moderate expenditure per
capita

Low expenditure per capita

Louisiana ($1,207)
Utah ($1,201)
Vermont ($1,279)

Washington ($1,357)
Wyoming ($1,572)

Connecticut ($1,152)
Idaho ($1,141)

Hllinois ($1,266)

lowa ($1,235)

Kansas ($1,139)
Pennsylvania ($1,166)
Tennessee ($992)
Texas ($1,003)
Virginia ($1,105)

Maryland ($1,453)
Minnesota ($1,460)
Michigan ($1,390)

Arizona ($1,242)

Wisconsin ($1,322)

Indiana ($953)

Low State Financing
Responsibility
High expenditure per capita

Moderate expenditure per
capita

Low expenditure per capita

New Hampshire ($1,116)
South Dakota ($1,180)

Massachusetts ($1,278)
Montana ($1,409)
Oregon ($1,414)

Georgia ($1,003)

California ($1,486)
Colorado ($1,346)
Nevada ($1,470)
New York ($1,795)
Nebraska ($1,158)
New Jersey ($1,327)
Ohio ($1,109)
Florida ($1,099)
Missouri ($942)

SOURCE: ACIR staff computation, based on data supplied by Syracuse University's School of Citizenship and Public Affairs.
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Table 21
STATE CENTRALIZATION, 1913 TO 1977

' The data available for 1913 are not as detailed and in some ways not strictly comparable to those available for later years, but
enough data are available to give a good estimate of the situation that existed at that time. Relationships for 1913 are almost
identical to those for 1902. (Historical Statistics of the United States; Colonial Times to 1957, Washington, DC, U. S. Government

Printing Office, 1960, pp. 726—730.)

2 State and local services are different in terms of inputs—Ilabor, capital, and cash. These are adjusted personnel data, taking into

account differences in labor intensity of state and local services.
3 Includes Alaska and Hawaii even though they had not been admitted to the Union at this time.

“ This is simply an unweighted average of each state’s rating for adjusted personnel, service delivery systems, and financial

responsibility.

SOURCE: G. Ross Stephens and Gerald W. Olson, Passthrough Federal Aid and Interlevel Finance in the American Federal
System, 1957 to 1977, Vol. 1. A report to the National Science Foundation on Research into Passthrough Federal Aids,

Kansas City, MO, University of Missouri-Kansas City, 1979, Table IV-1.

Number of States
1 onnel Data?
Categories Raw Personnel Data Adjusted Pers
of State 1913 1913
Centralization estimated | 1957° | 1969|1972 | 1977 | estimated | 1957° | 1969 | 1972|1977
Centralized — 2 1 1 1 — 2 4 4 5
State Services —_ 1 — 1 1 —_ 1 1 2 4
Balanced — — 3 2 2 — 15 17 17 22
Local Services — 2 1 3 4 1 11 12 10 9
Decentralized 48 45 45 43 42 47 21 16 17 10
Average State’s Percent
of State/Local 15% 25% | 27%) 33%| 33% 19% 42% | 45%| 45%| 48%
Service Delivery System State Financial Responsibility
1913 1913
estimated | 1957 (1969 | 1972|1977 | estimated | 19572 | 1969( 1972|1977
" Centralized — 3 5 6 8 —_ 16 22 26 29
State Services - 7 8 11 8 — 14 15 13 13
Balanced —_ 16 20 19 23 2 14 12 11 8
Local Services 1 6 8 10 7 —_— 2 1 — —
Decentralized 47 18 9 4 4 46 4 — — —
Average State’s Percent
of State/Local 18% 44% 49%| 51%| 52% 21% 57% 61%| 62%| 63%
Composite Index
of State Centralization*
1913
estimated | 19572 | 1969 | 1972 | 1977
Centralized, 60.0 + — 4 6 8 9
State Services, 55.0-59.9 — 5 9 11 12
Balanced, 45.0-54.9 — 20 24 23 25
Local Services, 40.0-44.9 1 8 6 6 4
Decentralized, 39.9 or less 47 13 5 2 —
Average State’s Percent of State/Local 19% 47% 52% 53% 54%

39



delivery system alone, as measured by the relative shares
of expenditures, it is clear that state-local government
was much more centralized in 1977 than it was 20 years
earlier: eight centralized states compared to three in
1957, eight leaning toward centralization as against
seven, and 23 balanced compared to 16, or a total in all
three categories of 39 compared to 26.

REGIONAL ORGANIZATIONS

The Census Bureau’s definition of local governments
as including counties, municipalities, townships, school
districts, and special districts omits one additional kind
of substate entity that has particular relevance to issues
of functional assignment. This is the substate regional
organization, either general-purpose or special-purpose.
Examples of the former are regional planning councils,
councils of government (COGs), and economic devel-
opment districts. Special-purpose regional bodies in-
clude such units as community action agencies (CAAs),
area agencies on aging (AAAs), and health system agen-
cies (HSAs).

The Census Bureau endeavored to count regional or-
ganizations for the first time in the 1977 census of gov-
ernments, but not as governments. Three organizational
criteria had to be met for an organization to be included
in the count: the unit had to (1) possess governmental
characteristics but not be classified by the Census Bureau
as a government or part of a government; (2) be muiti-
Jurisdictional—that is, composed of or serve more than
one local jurisdiction; and (3) perform both planning and
service functions.'®

While regional organizations as a group are not cur-
rently classified by the Census Bureau as a government
or as a part of a government, their existence must be
recognized in any study of state-local government func-
tional assignment. First, several regional bodies do pos-
sess the characteristics of a government used by the Cen-
sus Bureau. Examples are the Metropolitan Council of
the Twin Cities (Minnesota) area and the Metropolitan
Service District of the Portland, OR, metropolitan area.
Second, regional organizations numbered 1,569 in 1977
and existed in every state. Third, they receive about 98%
of their revenues from federal, state, and local govern-
ments and in a few cases have the power to tax. Fourth,
they perform functions of a governmental character. And
fifth, their regional nature gives them a potentially key
role in questions of functional assignment and
reassignment.

These points are developed in full detail in Chap-
ter 5 below. At this juncture, they are accepted as sug-
gesting that regional organizations may have a significant
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role to play in the allocation of functions, and it therefore
becomes appropriate to describe certain of their char-
acteristics in order to round out the full picture of func-
tional assignment at the substate level. This is the ob-
Jective of Table 22, which shows fiscal, functional, and
employment data for regional bodies in the aggregate.

Measured by expenditure, revenue, and full-time
equivalent employment, regional bodies are of slight im-
pact on the state-local scene. Their work force (converted
to an estimated full-time equivalent) is about 1% of the
state-local total shown in the exhibit column at the right;
revenue and expenditure are about one-half that ratio.
By their nature, of course, regional units are heavily
dependent on federal, state, and local governments for
their fiscal sustenance.

Their expenditures are predominantly for current op-
erations. Human resources are by far the primary purpose
of expenditures. The three identified special-purpose
types of regional units are in the human resources field:
community action, aging, and health systems agencies.
These agencies made over two-thirds of all regional or-
ganization expenditures. The general-purpose regional
units likewise emphasized human resource expenditures,
but also gave significant attention to other functional
purposes: land use and conservation, environment, eco-
nomic and community development, and transportation.

SUMMARY

The assignment of governmental functions among the
state and its local governments is marked by a pervasive
sharing of responsibility, as evidenced by expenditure,
financing, and employment data presented in this chap-

ter. This sharing, varying from function to function,

pertains not only to the state and local governments but
also to the federal government, particularly with regard
to financing. Probably the best single set of data dem-
onstrating the point is Table 2, *‘Direct and Intergov-
ernmental Expenditure Responsibility by Level of Gov-
emmment and Function: 1967, 1972, and 1977 ’—even
though data limitations restrict the number of functions
included.

Apart from this basic finding, this chapter shows, on
a nationwide aggregate basis, the relative importance of
the three levels and the five types of local units in pro-
viding and financing the range of governmental services.
This is done from several different vantage points, as
evidenced in Table 23, which assembles in one place the
pertinent parts of various tables in the chapter. The dif-
ferences in perspective relate to the levels and units of
government included and the basis of comparison (direct
expenditure, financing, or employment). Among the



comparisons based on expenditure, there are also dif-
ferences in the measure used to determine which level
or unit of government is the primary provider of the
function. The primary provider in all but one of the
comparisons is the jurisdiction which accounts for a sub-
stantial plurality of total expenditures. The one exception
is the ‘‘dominant service provider’’ comparisons, where
the primary provider is the one responsible for 55% or
more of direct expenditure.

From the various perspectives afforded by this com-
plex comparison, several general conclusions seem clear:

® Each of the three levels has primary responsibility
for providing a substantial number of domestic
governmental services. Of the 17 services shown
in the federal-state-local comparison of direct ex-
penditure, the federal government is paramount
in four (health, natural resources, air transpor-
tation, and water transport), and parts of two oth-
ers (education and public welfare); the state gov-
ernment is primary in two (highways and
correction), and parts of two others (education
and public welfare), and shares the lead in one
other function (hospitals); and local government
leads in eight functions (police, fire protection,
sewerage, other sanitation, local parks and rec-
reation, housing/urban renewal, parking facili-
ties, and libraries), and part of one function (ed-

ucation), and shares the lead with state government

in one other (hospitals).

® When the source of financing is taken into ac-
count—reflecting intergovernmental expenditure
as well as direct expenditure—the picture of pri-
mary responsibility is modified, but only slightly,
toward larger federal and state roles. Despite the
shift, the impact of intergovernmental revenue
flows on the actual interlevel sharing of deci-
sionmaking responsibility in the various func-
tional areas undoubtedly is still understated.

® Measuring functional responsibility by full-time
equivalent employment alters the pattern some-
what in a different direction—toward a larger lo-
cal role—because of the differences among the
federal, state, and local levels in their use of la-
bor, cash, and capital in the performance of cer-
tain heavily intergovernmental functions.

® In the state-local sharing of functional responsi-
bility nationwide, municipalities and state gov-
ernments, in that order, have primary responsi-
bility for almost all of the listed services.

® Among local governments nationwide, munici-
palities are the leading provider of the greatest
number of services. In metropolitan areas the
pattern is basically the same as nationwide, but
outside of metropolitan areas there is a slight shift
to the county and the special district.

However, looked at from the standpoint of *‘signifi-
cant’’ providers, that is, those accounting for 15% or
more of total direct expenditure, the county emerges as
a more important actor. It was a significant provider of
eight services in over one-half of the states.

Beyond these broad conclusions, grasping the essence
of the current assignment of functions is a difficult task.
Already cited is the matter of looking at the source of
financing as an important factor in the actual decision-
making process affecting the provision of particular ser-
vices. The financing source itself is not entirely clear on
its face, inasmuch as one-fifth of the money nominally
regarded as coming from the state actually is federal
money being passed through to localities by the state.

To speak in terms of ‘‘the’” nationwide pattern of
functional assignment is misleading, moreover, inas-
much as the individual political, social, and economic
histories of the 50 states have conditioned their respective
intergovernmental relationships. The obvious alternative
is separate treatment of each of the 50 state-local sys-
tems, but this approach raises serious problems of man-
ageability and usefulness for nationwide decisionmaking
purposes. Regional analysis is sometimes used, but the
relationship of the traditional regions to differences in
functional allocation is not entirely clear. Another alter-
native is the employment of typologies that enable deal-
ing with states organized into groups on the basis of
significant discriminating factors. The studies cited in
this chapter provide examples of this approach. Their
value for this analysis is limited, however, by their focus
on the overall state-local government fiscal relationship
rather than on the pattern of allocation of responsibility
for specific functions between the state government and
its various types of local governments.

The chapter has endeavored to paint this overall pic-
ture of functional assignment, giving due attention to the
complexities entailed as well as to the need for providing
broad-brush strokes of generalization. Interest has fo-
cused not only on the picture as it stood in 1977, but
also on alterations in the topography over the past ten
years. Among the principal changes noted in this period
were:

® In the federal-state-local trichotomy, the most
dramatic change was federal assumption of re-
sponsibility for the adult public assistance pro-
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Table 22

REGIONAL ORGANIZATIONS IN THE UNITED STATES: EXPENDITURE, REVENUE, AND

NUMBER OF EMPLOYEES, BY TYPE OF REGIONAL ORGANIZATION, FY 1977

(Dollar amounts in millions)

Special Purpose

Community Area Health Exhibit:
ltem Total General Action Agencies Systems Total State
Purpose | Total Agencies on Aging | Agencies | Other and Local
Total Revenue $1,326 $372 $953 $798 $71 $53 $32 $223,221!
From Federal Government 1,157 283 875 739 62 47 27
From State Government 76 35 41 33 3 2 2
From Local Government 66 46 20 13 3 2 3
From Other Sources 26 9 18 12 3 2 —
Total Expenditure 1,278 374 904 760 66 48 30 273,0022
By Type:
Current Operations 1,160 285 876 748 57 47 24
Capital Outlay 16 7 9 5 2 2 —_
Transfer Payments 102 82 19 7 7 — 6
By Purpose:
Land Use and Conservation 41 41 — —_ — — —
Environment 62 59 3 — — — 3
Human Resources 1,008 132 875 760 66 48 1
Economic and Community
Development 79 59 20 — — — 20
Transportation 52 52 — — — — -
Other 36 31 6 — — — 6
Total Employment
(July 1977) 147,852 21,611 126,241 120,280 2,634 2,583 744 10,591,000°
Full-Time 83,380 13,724 69,656 64,974 1,568 2,452 662
Part-Time 64,472 7,887 56,585 55,306 1,066 131 82

—Represents zero or rounds to zero.
! General revenue from own sources.

2 Direct general expenditure.
3 Full-time equivalent employees.

SOURCE: U.S. Department of Commerce, Bureau of the Census, Census of Governments, 1977, Vol. 6, Topical Studies, No. 6, Regional Organizations,
Washington, DC, U.S. Government Printing Office, 1978, Table 2; Bureau of the Census, Governmental Finances in 1976-77, Washington,
DC, U.S. Government Printing Office, 1978, Tables 3 and 10; and Bureau of the Census, Census of Governments, 1977, Vol. 3, Public

Employment, No. 2, Compendium of Public Employment, Washington, DC, U.S. Government Printing Office, 1979, Table 1.




Table 23

SUMMARY OF PRIMARY PROVIDERS OF FUNCTIONS AMONG VARIOUS
COMBINATIONS OF LEVELS AND UNITS OF GOVERNMENT,
MEASURED BY EXPENDITURE, FINANCING OR EMPLOYMENT, 1977

Key: Primary provider—responsible for
substantial plurality of expenditure,
financing or employment, except
for “dominant service provider,”
for which see Table 6.

X—X = equal or substantially equal
F = Federal

S
L

= State

Local

Function

Federal-State-Local

State-Local

Local-

Direct
Expen-
diture

Financ-
ing

Full-time
Equivalent
Employment

Dominant Service Provider

F

S

L

FIS|L

F| S|L

St

Co

Mun

Twp

Sch
Dist

Spec
Dist

More
Than
One

Direct

Co

Mun

Education: Local
Education: Higher
Education: Other
Highways
Public Weifare:
Cash
Other
Total
Hospitals

Health
Police
Local Fire
Protection
Sewerage
Other Sanitation
Local Parks and
Recreation
Natural Resources
Housing/Urban
Renewal
Air Transporta-
tion
Water Transport
Parking Facilities
Correction
Libraries
Table
Reference

X

XX X

X

1

X ¥

X XXX X

x

X

X
X
X

X XXX XX XX

13

X XXX X

bx

X XXX X

X XXX X

x X X X

SOURCE: See Table reference.




Table 23 (continued)

SUMMARY OF PRIMARY PROVIDERS OF FUNCTIONS AMONG VARIOUS
COMBINATIONS OF LEVELS AND UNITS OF GOVERNMENT,
MEASURED BY EXPENDITURE, FINANCING OR EMPLOYMENT, 1977

Key: Primary provider—responsible for X—X = equal or substantially equal
substantial plurality of expenditure, F = Federal
financing or employment, except S = State
for “dominant service provider,” L = Local
for which see Table 6.

~Total Local SMSAs Only Local OQutside SMSAs
Full-time Equivalent
Expenditure Employment Direct Expenditure Direct Expenditure
Sch | Spec | sch Spec Sch | Spec Sch | Spec
Twp | Dist | Dist |Co{Mun|Twp|Dist| Dist {Co|Mun|Twp | Dist| Dist |Co|Mun|Twp | Dist| Dist
X X X X
X X X X
X——X X X
X X X
X X X
X X X
X X X
X X X
X X X
X X X
X X X
X
X X X
X
X X X X
X X
X X X
X X X
3 14 4 5
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grams. The change affected both expenditure and
financing.

® Another movement of significance was the in-
creased federal financing of housing/urban re-
newal and a corresponding diminution of the local
role.

® Among the state government and its localities,
states increasingly became dominant providers of
public welfare, generally with an offsetting de-

cline in the role of counties. Municipalities sur-
rendered their expenditure dominance in many
states in housing/urban renewal, police, and sew-
erage, usually to more than one local provider
type.

® At the local level, the major shift in direct ex-
penditure was toward counties and away from
municipalities. Special districts also increased
their relative share of total expenditures.

FOOTNOTES

''The Census Bureau defines direct expenditure as ‘‘payments to em-
ployees, suppliers, contractors, beneficiaries, and other fiscal recip-
ients of government payments, i.e., all expenditures other than in-
tergovernmental expenditures.”” U.S. Department of Commerce,
Bureau of the Census, Governmental Finances in 1966—77, Wash-
ington, DC, U.S. Government Printing Office, 1978, p. 71.

2See Appendix B for Census Bureau definitions of functions.

3*‘Other’’ public welfare includes vendor payments under various
public welfare programs, including the federally supported medical
care program commonly known as Medicaid, as well as institutional
care for the needy, and administration of welfare activities.

“In states where social services and Medicaid were substantial local
responsibilities, the increased state involvement also could be traced
to the inability of local tax sources to keep pace. Two of these states—
New York and California—together accounted for 65% of local public
welfare spending in 1976-77.

5 The nationwide picture of state-local sharing of public welfare ex-
penditures was distorted by the atypical pattern of heavy local ex-
penditures in California and New York, noted earlier.

¢But if higher education is separated from local schools, the state is
the dominant provider in all 50 states. In fact, it provides all or
virtually all higher education in over one-half of the states.

7In its financial reports, the Census Bureau classifies 57 city-counties
as municipalities. The effect on the dominant provider picture of
removing these jurisdictions from the municipality class in the 16
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states where they are found is shown in Appendix A of this chapter.

8 Actually less than 950 because water transport was not provided in
all 50 states.

?Except for water transport in a few states.

0 Ibid.

""U.S. Department of Commerce, Bureau of the Census, Census of
Government, 1977, Vol. 4, No. 5, Compendium of Government Fi-
nances, Washington, DC, U.S. Government Printing Office, 1979,
Table 31.

2U.S. Office of Management and Budget, Special Analvses, Budget
of the U.S. Government, FY 1979, Washington, DC, U.S. Govern-
ment Printing Office, 1979, Analysis H. For further data and dis-
cussion on direct federal-local aid, see ACIR, Recent Trends in Fed-
eral and State Aid to Local Governments (M~118), Washington, DC,
U.S. Government Printing Office, July 1980, especially Appendix
Tables A6 through A-10.

For the dominant provider picture modified to show the effect of
excluding city-counties from the municipality category, see Appendix
A of this chapter.

¥ ACIR, Federal Grants: Their Effects on State-Local Expenditures,
Employment Levels, Wage Rates (A-61), Washington, DC, U.S.
Government Printing Office, February 1977.

15 G. Ross Stephens and Gerald W. Olson, Passthrough Federal Aid and
Interlevel Finance in the American Federal System, 1957 to 1977,
Vol. 1, A report to the National Science Foundation on Research into
Passthrough Federal Aids, Kansas City, Mo, University of Missouri-
Kansas City, 1979, Table IV-1.

16J.S. Bureau of the Census, Census of Governments, 1977, Vol. 6,
Topical Studies, No. 6, Regional Organizations, Washington, DC,
U.S. Government Printing Office, 1978. p. 1.



APPENDIX A

City-Counties and the Dominant
Provider Picture

In its financial reports, the Census Bureau classifies
57 city-counties as municipalities.! It can be argued that
this distorts the picture of municipal dominance, partic-
ularly since some of the city-counties are among the
nation’s largest jurisdictions, e.g., New York City, Phil-
adelphia, Boston, Baltimore, and St. Louis. Tables A-
I and A-2 show how removing the city-counties from
the comparison alters the picture for 1977.

For the 16 states in which the city-counties are located,
the tables show the dominant provider distribution with
the city-counties included and excluded. The comparison
is limited to the 14 functions for which the Census Bu-
reau reports data (the five excluded from the 19 shown
in Chapter 2 are natural resources, airports, water trans-
portation, parking, and correction). Table A-1 shows
dominant provider by state and by type of governmental
unit. The effect of the exclusion is particularly noticeable
in Maryland (Baltimore excluded), where the state and
the county become more prominent and ‘‘more than one
provider’” becomes less so; and in New York (New York
City), where the shift is definitely away from the mu-
nicipality as dominant provider.

Table A-1
DOMINANT STATE-LOCAL PROVIDER* FOR 14 FUNCTIONS IN 16 STATES
WITH COMBINED CITY-COUNTIES, BY STATE AND TYPE OF LOCAL
GOVERNMENT, 1977

Including Combined City-Counties
(as municipalities) Excluding Combined City-Counties
o o
c c
& o 2 (o)
= o £ 3 T 2 £
© — o [ S—— ©
£ -— Q £ -—
. £ 8 £ 3% 3E 8|, £ 5 ¢ gP Fg =8
= S S : £« et 2 S = 3 £ = .g < = 2>
& 2 3 ©o ©2 a2 o628 0 3 B8 G a2 o8
w O =2 = O o =20 | O 2 ~ O O =0
Alaska 7 1 4 — — — 2 8 2 2 — — — 2
California — 2 4 — 1 — 7 | — 2 4 — 1 — 7
Colorado 1 — 6 — 1 — 6 3 1 4 — 1 1 4
Florida 3 1 3 — 1 — 6 3 1 3 — 1 1 5
Georgia 3 — 3 — 1 2 5 3 — 3 — 1 2 5
Hawaii 9 — 4 — — — 1 10 4 —_ — — — —
Indiana 3 — 6 — 1 —_ 4 3 1 5 — 1 — 4
Kentucky 4 — 4 — 1 — 5 5 — 4 — 1 — 4
Louisiana 4 1 5 — 1 — 3 4 2 4 — 1 - 3
Maryland 2 4 — — — 1 7 4 7 — — — 2 1
Massachusetts 4 — 3 — — 1 6 4 — 1 — — 1 8
Missouri 2 — 5 — 1 2 4 2 — 5 — 1 2 4
New York — — 6 — — — 8 1 1 2 — — — 10
Pennsylvania 3 — 6 — 1 1 3 3 - 3 — 1 1 6
Tennessee 3 — 6 — — 1 4 4 1 6 — — 1 2
Virginia 3 - 5 — — — 6 4 6 1 — — — 3
51 9 70 —_ 9 8 77 61 28 47 - 9 1" 68

in a particular function.

* A dominant service provider is one that accounts for more than 55% of the state and local government direct general expenditures

** “More than one provider” indicates there is no dominant service provider.

SOURCE: U.S. Department of Commerce, Bureau of the Census, Census of Governments, 1977, Vol. 4, Governmental Finances,
Part 5, Compendium of Government Finances, Washington, DC, U.S. Government Printing Office, 1979, Tables 47
and 49, and City Government Finances in 1976—77, Washington, DC, U.S. Government Printing Office, 1979, Table 5.
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Table A-2 analyzes the data by function, by type of
goyemmgntal unlt.. The 1mpact of 'the exclusion is most FOOTNOTE
evident in the police function, with the state, county,
and ‘‘more than one provider’” picking up dominance
from the municipality in five states.

From both tables the shift from the municipality and Anchorage, San Francisco, Denver, Jacksonville, Columbus (GA).
Honolulu, Indianapolis, Lexington, Baton Rouge, New Orleans.

mqre than OI.le pr'0v1der to the county and state as Baltimore City, Boston, St. Louis City, New York City, Philadelphia.
dominant provider is clear. Nashville-Davidson, and 41 independent cities in Virginia.
Table A-2

DOMINANT STATE-LOCAL SERVICE PROVIDER* FOR 14 FUNCTIONS IN 16
STATES WITH COMBINED CITY-COUNTIES, BY FUNCTION AND TYPE OF
LOCAL GOVERNMENT, 1977

© 1)
3 5
c - S
s 2 L 6 & § BS 58 o e o
T &8 ,¢ S 5 8 %= 85 €T 9 §35 B2
e ; 9 © ‘'~ £ (4 = - 8 [7, K] - = A 2 | _——
o £ =& o = o S 2 g Lf og @ 0&E 0T —
3 583§ 5 22 3 £5 58 88 & 55 53 5
W T &8 X £ a iia » Ovw acd TS5 5 OO0 0a Q2
Including Combined City-Counties (As Municipalities)
State 1 13 12 7 10 — — — — 1 2 1 2 51
County 1T - = = 1 = = = 1 1 — 3 1 1 9
Municipality _ = 1 - — 9 15 10 14 9 7 5 — — 70
Township — - — - - - — — — — — — —
School District 9 — — —_ = = — — — — — — — — 9
Special District - - = 1 - = = L — — 1 - — 8
More than One
Provider** 5 3 3 8 5 7 1 5 1 5 2 6 13 13 77
Excluding Combined City-Counties
State 1 14 14 9 11 1 S — 2 2 1 2 4 61
County 1 — 1 1 2 2 3 2 4 2 — 5 1 4 28
Municipality —_ = —_ — — 4 12 8 11 5 5 2 — — 47
Township - - - = - = = = = — - - — S —
School District 9 — — - = - — — — - — — — — 9
Special District - — — 1 - — — 3 — — 6 1 — — 11
More than One
Provider** 5 2 1 5 3 9 1 3 1 7 3 7 13 8 68

* A dominant service provider is one that accounts for more than 55% of the state and local government direct general expenditures
in a particular function.
** “More than one provider” indicates there is no dominant service provider.
SOURCE: U. S. Department of Commerce, Bureau of the Census, Census of Governments, 1977, Vol. 4, Governmental Finances,
Part 5, Compendium of Government Finances, Washington, DC, U. S. Government Printing Office, 1979, Tables 47
and 49, and City Government Finances in 1976—77, Washington, DC, U. S. Government Printing Office, 1979, Table 5.
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APPENDIX B

U. S. Bureau of the Census Definitions
of Functions'’

Air Transportation—For state and local governments,
comprises provision of airports and related activities.
Includes also federal subsidies and aids to air
transportation.

Correction—Confinement and correction of adults and
minors convicted of offenses against the law, and par-
don, probation, and parole activities. Detention pending
trial, as in municipal jails, is classed under Police
Protection.

Education—Provision or support of schools and other

educational facilities and services. The Local schools
category comprises all direct expenditure by local gov-
ernments for education, other than any direct spending
for institutions of higher education, and any direct state
government spending for operation of, or facilities and
supplies for, elementary and secondary public schools.
Institutions of higher education include facilities and
activities of all educational institutions beyond the high
school level operated by state or local governments, ex-
cept that agricultural experiment stations and agricultural
extension services are classed under natural resources,
and university-operated hospitals serving the public are
classed under hospitals. These educational categories
include related services such as pupil transportation,
school milk and lunch programs, cafeterias, health and
recreational programs. Revenue and expenditure for
school lunch services, dormitories, athletic events, and
other auxiliary services are included on a gross basis.
Other education includes all federal expenditure for ed-
ucation, state supervision of schools and colleges, and
state tuition grants, fellowships, aid to private schools,
and educational programs for the handicapped, adults,
veterans, and other special classes.

General Control—Governing body, courts, office of the
chief executive, and central staff services and agencies
concerned with personnel administration, law, record-
ing, planning and zoning, and the like.

General Expenditure—All expenditure of a government
other than utility expenditure, liquor stores expenditures,
and insurance-trust expenditure.

General Public Buildings (State-Local)—Public build-
ings not allocated to particular functions. This category
is pot applied in reporting federal data.

General Revenue—All revenue of a government except
utility revenue, liquor stores revenue, and insurance-trust

revenue. All tax revenue and all intergovernmental rev-
enue even if designated for employee-retirement or local
utility purposes, is classed as general revenue.

General Revenue Sharing—Funds distributed to states
and local general purpose governments by the federal
government under the State and Local Fiscal Assistance
Act of 1972.

Health—Health services, other than hospital care, in-
cluding health research, clinics, nursing, immunization,
and other categorical, environmental, and general public
health activities. School health services provided by
health agencies (rather than school agencies) are included
here.

Highways—Streets, highways, and structures necessary
for their use, street lighting, snow and ice removal, toll
highway and bridge facilities, and ferries.

Hospitals—Establishment and operation of hospital fa-
cilities, provision of hospital care, and support of public
or private hospitals. However, see Public Welfare con-
cerning vendor payments under welfare programs.

Housing and Urban Renewal—Housing and redevel-
opment projects and any promotion or support of private
housing and redevelopment activities.

Libraries—Public libraries operated by state and local
governments and support of other library services.

Local Parks and Recreation—Local government parks,
playgrounds, and playfields, swimming pools and bath-
ing beaches, and special facilities for recreation and cul-
tural-scientific activities, such as auditoriums, museums,
stadiums, zoos, auto camps, recreation piers, and boat
harbors. See also Natural Resources.

Natural Resources—Conservation and development of
agriculture, fish and game, forestry, and other soil and
water resources, including irrigation, drainage, flood
control, and the like. Includes federal and state parks,
agricultural experiment stations and extension services,
and federal programs relating to farm price stabilization
programs, farm insurance and credit activities, and mul-
tipurpose power and reclamation projects. See also Local
Parks and Recreation.

Parking Facilities—Provision for and any direct oper-
ation by local governments of public-use garages and
other parking facilities, including purchase and main-
tenance of on-street and off-street parking meters.

Police Protection—Preservation of law and order and
traffic safety. Includes highway police patrols, crime
prevention activities, police communications, detention
and custody of persons awaiting trial, traffic safety, and
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vehicular inspection.

Public Welfare—Support of and assistance to needy per-
sons contingent upon their need. Excludes pensions to
former employees and other benefits not contingent on
need. Expenditures under this heading include: cash as-
sistance payments directly to needy persons under cat-
egorical and other welfare programs; vendor payments
made directly to private purveyors for medical care, buri-
als, and other services provided under welfare programs;
welfare institutions; and any intergovernmental or other
direct expenditure for welfare purposes. Any services
provided directly by the government through its hospitals
and health agencies are classed under those headings.

Sanitation—Local government activities relating to sew-
erage, consisting of the provision of sanitary and storm
sewers and sewage disposal facilities and services, and
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sanitation other than sewerage, which comprises street
cleaning and collection and disposal of garbage and other
waste. Sanitary engineering, and activities to limit air
and water pollution are classed under Health.

Water Transport and Terminals—Provision, operation,
and support of canals and other waterways, harbors,
docks, wharves, and related terminal facilities. Includes
federal subsidies and other aids for ship construction,
merchant marine operations, and other water transpor-
tation activities.

FOOTNOTE

'U.S. Department of Commerce, Bureau of the Census, Govern-
mental Finances in 197677, Washington, DC, U.S. Government
Printing Office, 1978, pp. 71-73.



Chapter 3

The State Role and State Capability

Writing during the depression period of the 1930s
when states appeared to be unable to meet the needs of
their citizens, Luther H. Gulick raised the question of
whether the state is ‘‘the appropriate instrumentality for
discharging these sovereign functions.’’” He answered his
own query by announcing the death of the states in these
words:

The answer is not a matter of conjecture or
delicate appraisal. It is a matter of brutal re-
cord. The American state is finished. I do not
predict that the states will go, but affirm that
they have gone.!

Other observers shared this pessimism about the con-
dition of the states, referring to these units as the ‘‘weak
sisters,”” ‘‘fallen arches,”” and ‘‘weakest links’’ of the
federal system. As recently as the early 1970s, there
were calls for the replacement of states with large re-
gional units.?

Some of the disenchantment with the states still per-
sists despite the recent upsurge of comments favorable
to the states. Ira Sharkansky rejects much of the criti-
cism, referring to states as ‘‘maligned.’’? Daniel J. Elazar
speaks of the ‘‘quite revolution’ that is underway in
state government and Parris N. Glendening says that
rather than being the ‘‘fallen arch’’ of American feder-
alism, today states may be referred to more properly as
the ‘‘keystone’’ of federalism.*

Obviously, from the vista of the 1980s, the states did
not die. Gulick, of course, long ago recognized this fact.’
States have prospered, in fact, and continue to perform
important functions. The position taken here is that, far
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from being the ‘‘fallen arches’” of the federal system,
states are actually the ‘‘arch supports’’ of American fed-
eralism because of the functions they perform and the
increased capacity they have developed. Reformed and
revitalized in the past two decades, they prop up the
operations of American government. They do this by the
performance of their own functions as well as by playing
an essential role that involves federal and local activities
as well. Their increasingly important tasks as managers of
federal grants-in-aid passed through to local governments
make them essential to the successful operations of feder-
al assistance programs. Moreover, the growth of state
responsibilities in federal program management has
altered the emphasis given by states to their traditional
activities. Their role as middlemen in the federal system
has become an important preoccupation. Nevertheless,
their traditional role remains strong.

The Traditional State Role

Traditionally, states have been the repositories of the
reserved powers under the Constitution and, thus, the
chief resisters to centralization of governmental powers
and functions in national hands. They have been pow-
erful representatives of their differing electorates. Through
our uncentralized political parties, they have played a
strategic role in the selection of national officials and the
maintenance of political balance in the federal system.
In addition, they have been: (1) the foremost instruments
of public choice in certain areas, such as public morals;
(2) direct service providers in their own right, particu-
larly in the fields of criminal justice, health and hospitals,
transportation, higher education, and business relations
through commercial codes; (3) prime regulators in guard-
ing the public health, safety, welfare, good order, and
convenience of their citizens through the use of their
police power; (4) architects and empowerers of local
governments; (5) innovators in public policies; and (6)
to some degree, middlemen in federal grant-in-aid
programs.

Changes in the State Role

State roles have evolved over time. Samuel Beer points
out that modernizing forces in society have resulted in
modifications in the American federal system, changing
intergovernmental relations and the role of state govern-
ment. According to his theory, advances in science and
the democratization of wants resulted in states evolving
from the principal mechanisms for social choice during
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the Jacksonian era to ‘‘laboratories of experimentation”’
during the period of Republican control. Then, under the
New Deal, the federal government assumed the ascend-
ancy as the primary innovator and as the main instrument
of social choice. States function now as planners and
controllers of large intergovernmental programs and as
mobilizers for political consent. They use their inter-
mediate position in the federal system toward "these
ends.®

Certainly in the past two decades, states have taken
on new importance as middlemen in the intergovern-
mental system. As the decade of the 1980s begins, states
engage more heavily as intergovernmental bankers, reg-
ulators, and administrators than ever before. This is not
to say that most of the intergovernmental money comes
from the states” own-source revenues (although they pro-
vide the bulk of intergovernmental financial assistance
to local governments), but rather that states are the prin-
cipal recipients and disbursers of federal fiscal aid as
well as local financial backers in their own right. Al-
though these are not new roles for them, the extent and
intensity of current state involvement makes these jur-
isdictions more critical to the management of today’s
intergovernmental system than they were to its prede-
cessor of a generation ago. Then, they directed some
federal programs and exercised traditional administrative
controls over their local units. Today, the federal gov-
ernment relies on them to superintend an even greater
number of federally aided—and in some cases heavily
state-matched—activities, some of which are more prop-
erly national in nature. While many factors, including
the modernization thrust cited by Beer, contributed to
the changes in the states’ role, the impact of federal
grants-in-aid, mandates and other requirements—as well
as state initiatives—appear to have been especially sig-
nificant and will be examined here.

THE INFLUENCE OF FEDERAL
GRANTS-IN-AID

Grants-in-aid from the federal government to state and
local governments have grown, both in number and dol-
lar amounts. The number of federal fiscal assistance pro-
grams rose from 160 in 1962 to 379 in 1967, had reached
498 by 1978, and probably numbered well over 500 by
1980.7 In dollar amounts, they now exceed 11 times
what they were in 1962, and they have more than tripled
since 1970. Federal grants totaled $7.9 billion (current
dollars) in 1962, increased to $24.0 billion in 1970 and
to $9.15 billion by 1980.% In constant (1972) dollars, this
amounted to a rise from $12.1 billion in 1962 to $26.9
billion in 1970 and $48.4 billion in 1980.



Figure 1

EXPENDITURES BY GOVERNMENTAL SOURCE, 1977-78, SELECTED
FUNCTIONS, BY PERCENTAGE
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SOURCE: Based on data from ACIR, Significant Features of Fiscal Federalism, 1979-80 Edition (Report M—123), Washington, DC,
U.S. Government Printing Office, 1980.
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States provide large sums of money to match federal
grants; or, if one considers the level of government tra-
ditionally performing the function, it might be said that
the federal government matches state outlays. In edu-
cation, highways, hospitals, and some other functional
areas, federal grants have supplemented the larger state
outlays already provided for these programs. Figure |
illustrates this.

At the same time, federal grants constitute a rising
portion of state and local budgets. In 1950, grants pro-
vided about 10.4% of state-local expenditures. By 1970,
this had increased to 19.4%, and by 1980 to 23.6%.°

States pass through to their local governments almost
20% of the federal funds they receive. This amounted
to $12.3 billion in 1976-77 as compared to $7.3 billion
in 1971-72.'° With the passthrough comes the respon-
sibility for state management to ensure that local gov-
ermnments account for the money received and comply
with federal standards and conditions.

As far as state revenues are concerned, the national
government’s aid equalled 36.8% of the funds states
raised from their own sources in FY 1979, a rise from
20.9% in 1955 and 32.3% in 1965." The increases since
1955 can be seen in Table 24.

Diversification of federal grants over the years also
increased state involvement. Federal assistance moved
from an earlier domination by income security and trans-
portation functions in the 1960s. Although awards in
these areas continued to grow, they fell to less than one-
third of the total by 1980 as grants for social programs
(including health, education, training, employment, and
social services) became the big money categories—com-
prising more than 40% of the total. Table 25 reflects this
development.

In addition, federal grants pervade state administra-
tions to a greater extent than they once did. According
to the State Administrators Survey for 1974 and 1978,
the proportion of state agency heads reporting that their
agencies received federal aid was 74% in 1978, up from
63% in 1974. Furthermore, more than one-third of the
ultimate recipients got aid from three or more agencies
and 15% of them depended on aid for more than three-
fourths of their budgets.'? These developments mean that
the responsibilities of the states for the expenditure of
federal monies, either directly or by passthrough to local
jurisdictions, substantially exceed those of past decades.
The proliferation and diversification of grant programs
and the increase in the amount of funds all necessitate

Table 24

STATE INTERGOVERNMENTAL REVENUE FROM FEDERAL GOVERNMENT,
1955-79

Fiscal Year

Intergovernmental Revenue
(in millions)

As a Percentage of General
Revenue From Own Sources

1955 $ 2,762
1960° 6,382
1965 9,874
1970' 19,262
19711 22,754
1972 26,791
1973 31,353
1974 31,632
1975 36,148
1976 42,013
1977 45,938
1978 50,200
1979 53,500

20.9%
31.0
32.3
33.5
37.1
37.9
39.0
35.5
373
39.1
37.9
37.0
36.8

! Partially estimated.

SOURCE: Advisory Commission on Intergovernmental Relations, Significant Features of Fiscal Federalism, 1979-80 Edition
(Report M—123), Washington, DC, U.S. Government Printing Office, October 1980, Table 108, p. 165.
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more attention to the handling of federal money. States
have had to hire more employees and devote more time
and funds to the management of federally sponsored and
aided programs. Federal funds frequently pay for these.

As far as state-local expenditures are concerned, a
study of the effects of grants-in-aid indicates that for
every dollar of federal assistance received in 1972, the
funds spent at the state-local levels increased signifi-
cantly.' The study also found a direct relationship be-
tween federal grants and state-local employment levels.
Higher levels of federal grants are associated with higher
levels of employment.!* It should be kept in mind that
different types of grants have different impacts.

Recent actions by state legislatures attest to the in-
creased attention and time devoted to federal aid pro-
grams. Following the Pennsylvania legislature’s suc-
cessful effort, during the 1970s, to establish control over
grants-in-aid awarded the state, over three-fourths of the
states now exercise some control over federal grants. At
least eight of these actively appropriate the money re-
ceived.”” That is, they make detailed itemization of all
federal funds in appropriations acts, set legislative prior-
ities for expenditure of block grants and general revenue
sharing monies, and establish some mechanism for pro-
viding approval when the legislature is not in session.

STATE FINANCIAL ASSISTANCE TO
LOCAL GOVERNMENTS

On their own initiative, states provided more financial
resources for their local units in the past two decades.
Although the percentage increase did not equal that of
federal largesse, total state aid (including passthrough
federal aid) grew from $5.7 billion in 1954 to an esti-
mated $71.5 billion in 1979, as set out in Table 26.
Relative to local revenue, state funds increased from
41.7% of local own-source revenues in 1954 to 60.8%
in 1979.

When federal passthrough funds are eliminated from
state aid, the total declines, although it is still a sub-
stantial sum. Tables 27 and 28 break out the passthrough
funds both as to percentage and dollar amount.

States assumed fiscal responsibility for at least 90%
of the state-local welfare costs in at least 24 states and
paid more than 80% of the aggregate costs nationwide.
They also became the senior partners in the funding of
public elementary and secondary education on a nation-
wide aggregate basis and outspent local governments for
this function in 27 states.'®

States have assisted local governments financially in
other ways, as well. Their cash grants have been sup-

Table 25

GRANT-IN-AID OUTLAYS OF $1 BILLION OR MORE, BY FUNCTION,
SELECTED YEARS, 1950-80
(in millions of dollars)

Total

Function 1950 1955 1960 1965 1970 1975 1980
Income Security $1,335 $1,715 $2,648 $3,530 $5,813 $9,279 $18,364
Commerce and Transportation — — 3,001 4,100 4,545 5872 11,520
Education, Training,

Employment and Social

Services — — — — 5,745 11,638 21,865
Health — — — — 3,831 8,810 16,209
Community and Regionai

Development — — — —_ 2428 3,335 5,786
Revenue Sharing and General

Purpose Fiscal Assistance — — — — — 6,971 8,763
Natural Resources,

Environment, and Energy — — — — — 2,479 5,293

$2,253 $3,207 $7,020 $10,904 $24,018 $49,723 $88,945

SOURCE: U.S. Office of Management and Budget, “Federal Government Finances,” unpublished tables, January 1976, pp.
51-53, and 7981 Budget, Special Analysis 1-1, p. 251, as presented in Advisory Commission on Intergovernmental Relations,
A Crisis of Confidence and Competence (Report A-73), Washington, DC, U.S. Government Printing Office, July 1980, p. 70.
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Table 26

STATE AID OUTLAY IN RELATION TO LOCAL OWN SOURCE REVENUE,
1954, 1964, AND 1969 THROUGH 1979
(dollars in millions)

Total State Aid

As a
Percent of
Local General General
Revenue Local ‘

Fiscal From Own Government Public All

Year Amount Sources Support  Education Highways Welfare  Other
1954 $5,679 41.7% $600 $2,930 $871  $1,004 $274
1964 12,968 429 1,053 7,664 1,524 2,108 619
1969 24,779 54.0 2,135 14,858 2,109 4,402 1,275
1970 28,892 56.2 2,958 17,085 2,439 5,003 1,408
1971 32,640 57.3 3,258 19,292 2,507 5,760 1,823
1972 36,759 57.0 3,752 21,195 2,633 6,944 2,235
1973 40,822 57.9 4,280 23,316 2,953 7,532 2,742
1974 45,600 59.4 4,805 27,107 3,211 7,369 3,108
1975 51,004 60.5 5,129 31,110 3,225 7,136 4,404
1976 56,678 60.8 5,674 34,084 3,241 8,307 5,372
1977 61,084 59.9 6,373 36,975 3,631 8,756 5,349
1978 65,815 59.4 6,819 40,125 3,821 8,586 6,464
1979 Estimate 71,500 60.8 7,400 43,200 4,150 8,950 7,800

Annual Percentage Increase or Decrease (—)
1954 — — — — — — —
1964 8.6%" —_ 5.8% 10.1%" 5.8%' 7.7%! 8.5%'
1969 13.82 — 15.22 14.22 6.72 15.92 15.62
1970 16.6 — 38.5 15.0 15.6 13.7 10.4
1971 13.0 — 10.1 12.9 2.8 15.1 29.5
1972 12.6 — 15.2 9.9 5.0 20.6 22.6
1973 11.1 — 14.1 10.0 12.2 8.5 227
1974 11.7 — 12.3 16.3 8.7 -22 13.3
1975 11.9 — 6.7 14.8 04 3.2 41.7
1976 11.1 — 10.6 9.6 0.5 16.4 22.0
1977 7.8 — 12.3 8.5 12.0 55 -04
1978 7.7 — 7.0 8.5 5.2 -1.9 20.8
1979 Estimate 8.6 — 8.5 7.7 8.6 4.2 20.7
Percentage Distribution

1954 100% — 10.6% 51.6% 15.3% 17.7% 4.8%
1964 100 — 8.1 59.1 11.8 16.3 4.8
1974 100 — 10.5 59.4 7.0 16.2 6.8
1978 100 — 104 61.0 58 13.0 9.8
1979 Estimate 100 — 10.3 60.4 5.8 12.5 10.9

' Annual average increase 1954 to 1964.
2 Annual average increase 1964 to 1969.
SOURCE: ACIR staff compilation based on U.S. Bureau of the Census, Government Finances, various years; and ACIR staff
estimates. Advisory Commission on Intergovernmental Relations, Significant Features of Fiscal Federalism (Report M—123),
Washington, DC, U.S. Government Printing Office, October 1980, p. 169.
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Table 27

CHANGES IN INTERGOVERNMENTAL AID TO LOCAL GOVERNMENTS: IN
AMOUNT AND PERCENT OF CHANGE, 1971-1972 to 1967-77

Amount of Change

(doliar amounts millions) Percent of Change

Intergovernmentai Non- Non-

Aid Flows All Education education  All  Education education
Nominal Federal Aid to

States $19,099 $ 3,051 $16,048 71.3%  51.0% 77.1%
Nominal Federal-Local Aid 12,003 276 11,727 263.7 26.8 333.1
Nominal State-L.ocal Aid 25,141 15,779 9,362 715 76.3 64.7
Pass-through 4,977 2,116 2,861 68.3 69.4 67.5
Net Federal Aid to States 14,122 935 13,187 72.4 31.8 79.6
Net Federal-Local Aid 16,980 2,392 14,588 143.4 58.7 188.0
Net State-Local Aid 20,164 13,663 6,501 72.4 77.5 63.6

Table 28

INTERGOVERNMENTAL AID AND THE FEDERAL COMPONENT OF STATE AID
TO LOCAL GOVERNMENT: NATIONAL TOTALS, 1977 (dollar amounts millions)

Expenditure Function

Health

Intergovernmental Total Public and All

Aid Flows Expenditure Education Highways Welfare Hospitals Other
Nominal Federal Aid to

States $45,890 $ 9,035 $6,363 $18,723 $1,5632  $10,237
Nominal Federai-Local Aid 16,554 1,312 98 162 206 14,776
Nominal State-Local Aid 60,277 36,428 3,467 9,243 1,411 9,728
Pass-through 12,262 5,164 232 4,971 413 1,482
Net Federal Aid to States 33,628 3,871 6,131 13,752 1,119 8,755
Net Federal-Local Aid 28,816 6,476 330 5,133 619 16,258
Net State-Local Aid 48,015 31,264 3,235 4,272 998 8,246
Percent Difference in

Federai-Local Aid Due

to Pass-through 741% 393.6% 236.7%  3,068.5% 200.5% 10.0%
Pass-through as a Percent

of Total Federal Aid 19.6 49.9 3.6 26.3 23.8 5.9

SOURCE: Tables 27 and 28 from Advisory Commission on Intergovernmental Relations, Recent Trends in Federal and State Aid
to Local Governments (Report M—118), Washington, DC, U.S. Government Printing Office, July 1980, p. 10.
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plemented by payments in kind, gifts of state real and
personal property, and the sharing of facilities. Addi-
tionally, some states have made payments in lieu of
property taxes to local jurisdictions-in which state facil-
ities are located.

INCREASED FEDERAL AND STATE
REGULATION

As federal grants have multiplied, so have the re-
quirements and regulations attached to them, except that
the increase in the latter has been all out of proportion
to the number of programs adopted. The following tes-
timony before a U.S. Senate committee indicates what
has happened in regard to federal regulatory activity in
general:

. . . 67 federal agencies, departments, and bu-
reaus having rulemaking authority, adopted
7,596 new or amended regulations, while Con-
gress during the same period enacted 404 pub-
lic laws, a ratio of 18 to 1.V

Further evidence of expansion of federal regulatory
activity is reflected in the increase in the number of pages
in the Federal Register, in which proposed regulations
are listed, and in the Code of Federal Regulations, in
which those adopted appear. Table 29 indicates the
growth. All of these, of course, do not relate directly to
state and local governments. Many are directed at the
private sector. Nevertheless, the state and local share is
significant and growing, thus complicating administra-
tion and increasing costs at those levels.'®

Most regulations associated with grant programs are
specific to one program or project. However, numerous
crosscutting requirements exist, that apply to all federal
assistance programs, even to General Revenue Sharing
(GRS), which was intended to be entirely discretionary
with the recipient government. Depending on how one
counts, from 34 to 59 regulations apply to all federal
grant programs. These include: (1) prohibitions against
use of the funds for lobbying; (2) restrictions on use of
the funds for debt retirement; (3) compliance with the
prevailing wage standards under the Davis-Bacon Act;
(4) requirements for citizen participation; (5) restrictions
against discrimination in recruitment and employment
against various sectors of the population including mi-
norities, women, various ethnic groups, the handi-
capped, and others; (6) prohibitions against discrimi-
nation by subcontractors; and (7) restrictions on
discrimination in the provision of municipal services.'
(See Table 30.) The U.S. Office of Management and
Budget reports that of the 37 crosscutting regulations
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Table 29

PAGES CONTAINED IN THE
FEDERAL REGISTER AND CODE OF
FEDERAL REGULATIONS,
SELECTED YEARS, 1936-75

Code of

Federal Federal
Year Register Regulations
1936 2,355 —
1946 14,736 —
1956 10,528 —
1966 16,850 —
1970 20,036 54,105
1971 25,447 54,487
1972 28,928 61,035
1973 35,592 64,852
1974 42,422 69,270
1975 60,221 72,200

SOURCE: Morris P. Fiorina, Congress: Keystone of the Wash-
ington Establishment, New Haven, CT, Yale University Press,
1977, p. 93; and The Public interest, No. 47, National Affairs,
Inc., New York, NY, Spring 1977, p. 50, as included in Advisory
Commission on Intergovernmental Relations, A Crisis of Con-
fidence and Competence (Report A-77), Washington, DC,
U.S. Government Printing Office, July 1980, p. 119.

involving socioeconomic factors, 32 are based in public
law and five in executive orders.?

A recent study identified approximately 1,260 federal
mandates. Of this number, 223 were direct orders and
1,036 were conditions of grants-in-aid.?' Table 31 shows
the growth of mandates in the five states covered in the
study. Both federal and state mandates are included.

As major managers of federal programs and as con-
duits for the passthrough of federal funds, states are
adding their own requirements to *‘passthrough’ federal
aid as well as to their own grant programs. Table 31
shows a parallel increase in state conditions of aid and
the federal pattern. While this in itself does not establish
a causal relationship, there is ample evidence of state
requirements added to federal programs. Research on
wastewater treatment grants in Maryland, for example,
reveals that that state’s Environmental Health Admin-
istration sets priorities determining which local govern-
ments will qualify for the federal funds.?* Similarly, the
state added a host of new regulations to the requirements
for funds from the federal Law Enforcement Assistance
Administration.



Table 30
MAJOR SOURCES OF GENERAL NATIONAL POLICY OBJECTIVES
APPLICABLE TO GRANT PROGRAMS, 1980

Nondiscrimination

Age Discrimination in Employment Act of 1967

Architectural Barriers Act of 1968

Civil Rights Act of 1964, Title VI, VI

Education Amendments of 1972, Title IX

Education for All Handicapped Children Act of 1975

Equal Pay Act of 1963

Executive Orders 11141 (1963) and 11246 (1965), Nondiscrimination in Employment
by Government Contractors and Subcontractors

Executive Order 11764, Nondiscrimination in Federally Assisted Programs, 1968

Executive Order 11914, Nondiscrimination with Respect to the Handicapped in Federally
Assisted Programs, 1976

Rehabilitation Services Act of 1973, Section 504

State and Local Fiscal Assistance Act of 1972

Urban Mass Transportation Act of 1964, as amended 1970, Section 16

Environmental Protection
Clean Air Act of 1970, Section 306, and Federal Water Pollution Control Act, Section
508, 1970
Endangered Species Act of 1973
Flood Disaster Protection Act of 1973
National Environmental Policy Act (NEPA), 1969
National Historic Preservation Act of 1966

Planning and Project Coordination
Demonstration Cities and Metropolitan Development Act of 1966, Section 204
Intergovernmental Cooperation Act of 1968, Title IV

Relocation and Real Property Acquisition
Uniform Relocation Assistance and Real Property Acquisition Policies Act of 1970

Labor and Procurement Standards
Davis-Bacon Act, 1931, (as incorporated into individual grants when enacted)
Office of Federal Procurement Policy Act, 1974
Urban Mass Transportation Act of 1964, as amended, Section 13c
Work Hours Act of 1962

Public Employee Standards
Anti-Kickback (Copeland) Act (1934,’46, '60)
Hatch Act (1939, '40, '42, '44, '46, '62)
Intergovernmental Personnel Act of 1970

Access to Government Information and Decision Processes
Citizen Participation (numerous grant programs in past three decades)
Family Educational Rights and Privacy Act of 1974 (Buckley Amendment)
Freedom on Information Act, 1974
Privacy Act of 1974

SOURCES: The Federal Grants Reporter. National Reporter Systems, Inc., 1976; Evelyn Idelson, “1976 Perspective of Title VIl,”
County News, Washington, DC, National Association of Counties, Aprit 19, 1976, p. 9; updated for Advisory Commission on
Intergovernmental Relations, A Crisis of Confidence and Competence (Report A-77), Washington, DC, U.S. Government Printing
Office, July 1980, p. 86.
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Table 31

NUMBER OF FEDERAL AND STATE
MANDATES BY ESTIMATED YEAR
OF IMPOSITION, BY DIRECT
ORDERS AND CONDITIONS OF AID,
(DO and COA) IN FIVE STATES,*

1941-78
Federal State

Years COA DO COA DO

1941-1945 0] 0 1 77
1946-1950 0 8 0 276
1951-1955 2 0 0 99
1956—-1960 2 2 1 79
1961-1965 24 5 2 250
1966—1970 92 43 38 365
1971-1975 559 109 53 1040

1976-1978 354 57 30 625

* The states are: California, New Jersey, North Carolina,
Washington, and Wisconsin.

SOURCE: Catherine H. Lovell, Robert Kneisel, Max Neiman,
Adam Z. Rose, and Charles A. Tobin, Federal and State Man-
dating on Local Governments: An Exploration of Issues and
Impacts, Riverside, CA, Graduate School of Public Adminis-
tration, University of California, Riverside, June 20, 1979,
p. 71.

State budget officers were questioned about the at-
tachment of state requirements to federal passthrough
funds in a 1975 survey by ACIR and the International
City Management Association. When asked whether
there were any passthrough funds on which the state did
not add procedural conditions—such as auditing, re-
porting, or accounting requirements—14 answered ‘‘yes’’
and 20 answered ‘‘no,’’ indicating that the practice of
adding procedural requirements is fairly prevalent. The
reverse was true of performance standards. When asked
if there were any passthrough funds on which the state
did nor add program performance standards, 19 answered
““yes’’ and 14 ‘‘no.”’ This indicates that, while a sig-
nificant number of states add performance standards,
more were likely to attach procedural requirements. The
respondents who replied that their states had not imposed
procedural or performance requirements were asked to
estimate the percentage of the total passthrough funds
on which the state had refrained from attaching condi-
tions. The 16 responding reported that an average (mean)
of 39% of their passthrough funds contained no addi-
tional state-imposed conditions. Replies indicated that
new requirements were more likely to be added to project
grants than to formula-based grants.?
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FEDERAL PROVISION FOR A STATE
MANAGEMENT ROLE

Recent federal statutes and regulations often specify
directly an intergovernmental management role for the
states. In regard to education, for example, the process
began with the Elementary and Secondary Education Act
in' 1965. Title 1 provided a role for the states in the
administration of programs under the act. States were
to direct local school agencies in.determining which
schools among eligible areas having high concentrations
of low-income families would receive Title 1 services.
They also were directed to supervise the development
of programs for eligible children. More recently, the
1978 amendments to this legislation created monitoring
and enforcement functions for state educational agencies
that previously had not exercised that kind of authority.>
They are expected to make regular inspections of the
practices of local school districts and to insure that an
audit is conducted every two years.* In another instance,
Section 504 of the Rehabilitation Act of 1973, which
prohibits discrimination against the handicapped, holds
state educational agencies responsible for the compliance
of all local jurisdictions.

In the area of environmental protection, the Environ-
mental Protection Agency operates in a highly decen-
tralized fashion. It often asks states to assume difficult
administrative and regulatory environmental functions,
especially those it does not want or cannot perform. As
a consequence, the volume of responsibility thrust upon
the states often exceeds the volume of funds. For ex-
ample, EPA has promulgated tough sanitary landfill
standards under the federal Resource Conservation and
Recovery Act. * To comply with the ‘*Criteria for Clas-
sification of Solid Waste Disposal Facilities and Prac-
tices,”” established under section 4004, appropriate de-
partments of state government will be required to inspect,
inventory, and grade all solid waste disposal facilities
in the state. Any local government maintaining a site
that receives a failing grade will be forced to close it or
required to meet a compliance schedule for bringing the
facility up to standard.

The federal government encouraged states to take on
the responsibility for development and enforcement of
health and safety standards under the Occupational
Safety and Health Act of 1970.% State standards must
meet federal standards and are subject to the approval
of the Secretary of Labor. Similarly, the Surface Mining
Control and Reclamation Act (1977) attempts to stim-
ulate state regulatory action in regard to strip mining.*
Requirements for state planning are widespread, having
been incorporated in programs ranging from law en-



forcement ** to Crippled Children’s Services. ** Many of
the *‘plans’ are employed to acquire federal funds and
do not necessarily reflect state priorities and needs or serve
as management tools. All too often they do not. According
to a 1976 report, the then Department of Health, Edu-
cation, and Welfare required each state receiving funds
under its 46 Formula Grant Programs ‘‘to submit or
annually update 24 separate state plans.”’*' Other man-
agement provisions in other functional areas exist as
well.

The Contemporary Role

States currently exercise important functions as inter-
governmental middlemen. They are heavily involved in
intergovernmental financing, regulating, and manag-
ing—functions some see as predominating in their roster
of activities.

Meanwhile, the states’ performance of their more tra-
ditional role remains strong. Politically, the states still
are the balance wheels of the federal system, helping to
maintain the equilibrium between national and subna-
tional interests. They constitute the prime impediments
to centralization at the national level. Even in an era
when federal largesse is welcomed, resistance is still
marked. State reactions to the U.S. Department of Ed-
ucation’s directive regarding institutions of higher learn-
ing are cases in point.

Although managerial, administrative, and other fac-
tors contribute, the ability of states to act as balance
wheels is based largely on their political power in a
system characterized by plural power bases. This plu-
ralism results from the uncentralized political party sys-
tem in the U.S., state responsibilities in regard to en-
franchisement of voters and the conduct of elections, the
power states wield in the presidential nominating con-
ventions and in the electoral college, the attention given
to their Governors (individually or singly) and legisla-
tures when they speak out on public issues, and state
potential for amending the constitution by petitioning the
Congress to call a convention for that purpose.

Several recent developments have compromised state
political strength to some extent. The Supreme Court’s
decision on Cousins v. Wygoda (1975)% gave precedence
to the rules of the Democratic National Convention over
the Illinois statutes regarding the selection of that state’s
delegates to the convention, thus abrogating state control
of party matters and moving toward centralization of
party control at the national level. State control of elec-
tions was weakened further by a 1981 Supreme Court
decision that upheld the National Democratic Party’s

right to restrict participation in Democratic presidential
preference primaries to party members.*® At issue was
Wisconsin’s open primary in which voters could partic-
ipate regardless of party affiliation. Party reforms relating
to selection of delegates undercut state party power along
with the 1965 Voting Rights Act and the 18-year-old vote
amendment also infringed on state powers to control the
franchise and conduct elections.

Moreover, in case after case, the Supreme Court’s
decisions to place individual rights under the due process
and equal rights clauses of the 14th Amendment ahead
of states’ rights, have undercut state authority. In cases
involving racial justice, equity, civil liberties, and crim-
inal justice, the Court has invoked the amendment in a
manner that has diminished state authority. The Brown
v. Board of Education 3 case in 1954 stimulated a wave
of cases aimed at racial justice. Reynolds v. Sims (1964)%
and subsequent reapportionment cases limited state op-
tions in drawing district lines for representation in leg-
islative bodies. Roe v. Wade (1973)% restricted state
authority to ban abortions. Gideon v. Wainwright (1963)¥
established the right of the accused in criminal cases to
counsel, thus, in effect, requiring states to provide it.
Employment of personnel on a patronage basis came
under attack in Elrod v. Burns (1976),%® when the Court
held their First and 14th Amendments rights were vio-
lated when they were discharged for partisan reasons.
Branti v. Finkel (1980)* followed this reasoning. The
major significant victory for states occurred when the
Court decided in National League of Cities v. Usery
(1976)* that Congress did not have the authority to ex-
tend to state and local employees provisions of the Fair
Labor Standards Act relating to overtime hours and
wages. While none of these court decisions has destroyed
the pluralism inherent in the American system, each has
whittled away at the core of state political power.

Nevertheless, the states remain the repositories of
much of the political power in the nation. A factor in
maintaining this is the revitalization of their political
processes, thanks in an ironic way to the reapportionment
decision of the Supreme Court and the voting rights
legislation of Congress. These processes now are more
open, more competitive, and characterized by broader
participation than ever before. And from them are formed
50 different representational systems, whose varying
values, policy and program preferences, fiscal arrange-
ments, and approaches to local governments suggest
other than a managerial intergovernmental program role.

States, for example, still provide their citizens ample
opportunity for choice among key public policies. Wit-
ness the diversity of public assistance support, legislation
on punishment for capital offenses, funding for abor-
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tions, ratification of the equal rights amendment, as well
as public sector collective bargaining and right-to-work
laws. Opportunity for choice among values diffuses op-
position to government and builds support for the regime.

The differing roles of states as direct service providers
continue substantially intact, although sharing of func-
tions is greater and governmental services in general are
more intergovernmentalized. States are the dominant
service providers, providing more than 55% of the ex-
penditures in most of the states in highways, state-local
public welfare, hospitals, health, natural resources, and
corrections. In addition, they now pay most of the court
and school costs. In other areas, such as water trans-
portation, they often provide most of the financing (see
Table 6 in Chapter 2) and they have become increasingly
important in mass transit services. Even when their tra-
ditional functions—such as highways and health—are
heavily assisted by federal grants, states continue to sup-
port them with large outlays.

If one looks only at broad functional areas and not at -

their components, the picture is clouded and there is a
resultant diminution of the importance of state partici-
pation in service delivery. States provide some compo-
nents of activities that are financed primarily by other
governments. In the functional area of education, for
example, where major responsibility for financing until
recently rested with local governments, states have been
major deliverers in public higher education. Similarly,
within the general area of police protection, states pro-
vide crime laboratories.

Often overlooked are the major state responsibilities
in the provision of criminal justice and the regulation of
business. States are the prime designers of the criminal
Jjustice system and determine state and local responsi-
bilities within it. Their courts handle more than 90% of
the cases tried in the United States. They also provide
other related services—such as prisons and correctional
institutions, state police, and financial and technical as-
sistance—for local activities in this area.

State responsibilities for the regulation of business
encompass almost every phase of business activity and
include the enactment of commercial codes governing
business relations; entrance into business; laws on con-
tracts; legal provisions for property ownership, use, and
disposal; taxation; sale of securities; and unfair business
practices. They regulate closely certain businesses such
as utilities, banks, common carriers, and insurance com-
panies license professions and occupations; and institute

certain provisions relating to labor and employment.

Moreover, to a limited degree, states themselves engage
in business. They may sell alcoholic beverages, operate
toll roads, bridges, and wharfs, run lotteries, or maintain
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funds for malpractice insurance—for example North
Dakota goes farthest in this connection, operating a bank
as well as a mill and grain elevators, and maintaining
a casualty and bonding insurance business.*' Moreover,
states do all kinds of other things that affect the quatity
of life of their citizens—particularly in the exercise of
the police power to protect the public—and theirs is
likely to be the first response to major emergencies and
disasters.

Although federal preemption has siphoned off some
of the regulatory powers of the states, their overall reg-
ulatory capacity remains strong. While they were losing
some authority to the federal government, they took on
other areas of activity. Among the new areas are surface
mining regulation, consumer protection, hazardous waste
disposal, and land-use regulation (especially wetlands),
to name only a few. In other areas, they increased both
the scope and intensity of their regulations. Their tra-
ditional role in licensing professions has expanded to
include new occupations and activities. They do more
in environmental protection, both on their own and at
the instigation of the federal government. They have
moved to prescribe standards for both mobile and mod-
ular home construction, nuclear waste disposal, and
nursing homes, for example, and have prohibited such
actions as the use of children for pornographic pictures
and job discrimination between sexes.

All of these activities, and many more, follow differ-
ent patterns, for the most part, in each of the 50 systems.
This reflects the diverse compromises reached within
each state as a result of differing political and societal
values and economic resources.

States remain the architects and empowerers of local
governments within their boundaries with substantially
undiminished control. Only insofar as GRS and direct
federal grants to local governments have shored up local
political power has their position changed in this respect.

Long called the ‘‘laboratories of democracy,” states
today are making a reality of this textbook description,
which applied only in a limited sense in the period from
the late 1920s to the early 1960s. Actually, states do not
ordinarily engage in calculated experiments with pro-
grams in the scientific sense. They undertake innovations
in order to solve the different problems they face and
such initiatives broaden the scope of choices for poli-
cymakers at all levels and enable small-scale testing of
untried programs and procedures. Such innovations as
sunset legislation, zero-based budgeting, equal housing,
no-fault insurance, and the U.S. Senior Executive Ser-
vice had their beginnings in the states. Pioneering actions
in gun control, pregnancy benefits for working women,
limited-access highways, education for handicapped



children, auto pollution standards, and energy assistance
for the poor are only a few instances of other innovative
state actions. There is no reason to believe that such
resourcefulness will not continue, but again within 50
different laboratories.

These numerous ‘‘independent’’ actions suggest that
the states have not scrapped the traditional role that stems
from their being differentiated political and representa-
tional systems. If anything, some would argue that this
role has been revitalized in the past decade-and-a-half,
even as the role of planner, partial banker, and coordi-
nator of big, largely intergovernmentally financed, pro-
grams emerged.

There are at least two basic roles, then, which the
states now have assumed, and neither eclipses the other.
Sometimes they complement one another (as when the
national government is looking for new policies that have
been ‘‘tested’’ or when federal grant programs require
cost-sharing or a differentiated approach to implemen-
tation). But in other instances, they conflict with one
another, as with federal mandates, intrusive conditions
attached to grant programs, and other federal actions that
undermine the very political processes that federal ac-
tions in the mid-1960s did so much to reform.

To sum up, the states have assumed a major coordi-
native, planning, and funding role in big domestic pro-
grams, and they have reasserted themselves as vital rep-
resentatives of 50 varying political, social, and fiscal
value systems. The two combined, whether comple-
mentary or in conflict, suggest a major revitalization of
the states’ overall functional role in the federal system.
They have become its arch supports.

STATE CAPABILITY

The governments of the states deserve to be
objects of their citizens’ concern. They seldom
are. And when they are, the concern is about
their powers—that they are being robbed of
powers by the national government or that they
are robbing cities and towns of powers appro-
priately local. Few worry constructively about
how well the states use the powers they have.
Yet if the states fail the test of competence,
of capacity for use of power, they weaken their
claims to repossess powers lost to the national
government, to retain powers now in hand, and
to expand powers over complex urban area
problems.*?

This statement by James W. Fesler, in introducing the
background papers for the American Assembly on The

Forty-eight States: Their Tasks as Policy Makers and
Administrators in 1955, points up a truism in regard to
concern with state governments. Attention usually has
been devoted to what states ought to do and not toward
their ability to do it. During the mid-1960s, nonetheless,
attention began to be focused more intently on the states’
capacity to carry out their responsibilities, largely as a
result of urban problems. The argument was that the
federal government had to deal directly with local ju-
risdictions because states were incapable of carrying out
their functions. Roscoe C. Martin made this charge in
the following words:

If a federal system, and specifically the Amer-
ican system, is to function properly all mem-
bers of the partnership must be strong and vig-
orous. It is a central conviction of this study
that this precondition to success does not now
obtain in America in that the states have not
been able or willing to assume their share of
federal responsibilities, particularly during the
last three decades, and that the national gov-
ernment has been compelled to develop active
relations with local governments in order to
make the American system operationally
effective.*?

Albert L. Sturm chronicled complaints more directly
related to the competence of state government while dis-
cussing the constitution of West Virginia a few years
earlier. He listed the following problems engendered by
poorly devised state constitutions:

®3 cumbersome, unrepresentative legislature, in-
adequately staffed to perform the lawmaking
function intelligently, with excessively restricted
powers, often unresponsive to public needs, es-
pecially in urban areas, and subject to manipu-
lation by selfish interests;

®3 disintegrated and enfeebled executive with
power widely dispersed and responsibility di-
vided among a large number of elective officials
on all levels, and an administrative structure of
great complexity featured by duplication, over-
lapping, inefficiency, and waste;

®a diffused, complicated, and largely uncoordi-
nated judiciary, often lacking independence, with
Jjudges selected on a political basis and frequently
without professional qualifications on the lower
levels;

®rigid restrictions on local government that seri-
ously impede home rule;
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® a long ballot listing a bewildering array of can-
didates and issues and rendering the task of even
the most intelligent voter exceedingly difficult;

® provisions for amendment and revision so rigid,
in some constitutions, as practically to deprive
the people of the opportunity to alter their basic
law, and, in others, so lax as to encourage too
frequent changes; and

® inclusion of a mass of detail in the constitution,
blurring the distinction between constitutional
and statutory law, and necessitating frequent
amendments.*

Even the National Commission on Intergovernmental
Relations—better known by the name of its chairman,
Meyer Kestnbaum, appointed by a Republican President
to determine what functions should be returned to the
states——criticized these jurisdictions.*

Stung by widespread criticism of their operations,
states undertook to correct their deficiencies during the
1960s and, in the words of one scholar, ‘‘are entering
the 1980s in their strongest position since the 1850s.
From many perspectives, the states increasingly appear
to be the strongest tier of the federal arrangement.’’%

Yet, concerns about state capability continue. As Fes-
ler wrote in 1980:

Generalizations about the capacities of all the
state governments or all local governments are
risky and the evidence is given diverse inter-
pretations. The central tendency takes this
form: the capabilities have been poor; they are
improving; there is a long way to go. A 16-
agency federal committee said in 1975, *‘there
remain many doubts in the federal government
as to whether many if not most state and local
governments actually have sufficient capacity
(in) policy management, needs assessment,
goal-setting and evaluation, and resource
management.’’ ¥

An examination of recent changes affecting the major
institutions and processes of state government should
help to explain why favorable assessments are occurring
more frequently as well as why doubts remain. It also
should assist in determining whether the states are ca-
pable of effectively performing their roles in the federal
system. This section will examine the alterations made
in state constitutions, executives, legislatures, admin-
istrative structures, court systems, central management,
openness, and finance to see the scope and direction of
the changes that have been made in the quarter century
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since Fesler wrote and the Kestnbaum Commission
reported.

Any attempt to evaluate state government on the basis
of these reforms is complicated by the lack of agreement
on the kinds of standards that are needed for evaluation,
by the diversity of the states and their governmental
systems, and by the paucity of data in some areas. More-
over, the question arises as to whether the changes that
have occurred—and there have been many—have made
a real difference in the quality of life and the satisfaction
of the citizens. How can one’say, for example, that a
state without a *‘professional’’ legislature is not as well
governed as a state with such an institution, particularly
if the citizens of the first state do not want to spend the
money to buy the resources that professionalism in-
volves? And does it mean that a state has a more efficient
or effective government simply because it has reorga-
nized its executive branch or adopted a new constitution?
Change is not always for the best as the shift from the
early, short state constitutions to later documents riddled
with restraints demonstrates. And what works well in
the political climate of one state may prove ineffective
for another.

Consequently, the standards used here for evaluation
will be general ones on which ACIR relied for a previous
study of functional distribution among levels of govern-
ment—economic efficiency, fiscal equity, political ac-
countability, and administrative effectiveness. Economic
efficiency means the supplying of a service at the lowest
possible cost. Fiscal equity involves the financing of a
function with the greatest possible fiscal equalization.
Political accountability refers to adequate popular fiscal
control. Administrative effectiveness relates to authori-
tative, technically proficient, and cooperative adminis-
tration.*® Because of the paucity of information and the
diverse needs of the respective states, no attempt will
be made to determine if the changes that states have
made produce better policies or outcomes. Emphasis will
be on the capacities of the states to improve their per-
formance. In other words, the study will try to determine
if states are stronger in terms of their ability to operate
with greater efficiency, equity, accountability, and ad-
ministrative effectiveness, whether or not they in fact
do.

The criteria against which the capacity of each com-
ponent of the state governments will be judged are those
gathered from political science literature and from the
recommendations of knowledgeable groups concerned
with state governments. Some of these may conflict, and
others certainly have not been universally accepted as
desirable. No attempt will be made to rank states on the
basis of these standards, although the quantity of alter-



ations could be considered an indicator of state willing-
ness to seek improvement.

State Constitutions

The political life of each state takes place within the
boundaries established by the federal and state Consti-
tutions. These fundamental documents provide the basic
rules by which the game of politics is played and ac-
cording to which governments operate. Their provisions
handicap some individuals and interests and offer ad-
vantages to others. Since the national Constitution leaves
to the states or to the people all powers not denied the
states or granted to the national government, either di-
rectly or by implication, the state constitutions impose
the major legal restraints on state action.

A constitution determines the structure of government
in a state to a substantial degree. It is here that the
decision is made as to whether the legislature will be
bicameral or unicameral, whether judges will be ap-
pointed or elected, and what other elective officers there
will be. It is here that the basic local government structure
often is set out and where the powers of government are
distributed among levels, branches, and agencies ac-
cording to the prevailing theory as to how they should
be divided.

CONSTITUTIONAL DEVELOPMENT

Early state constitutions were brief, rarely exceeding
5,000 words, and did not provide fully for all aspects
of government. In general, they vested almost all basic
powers of government in state legislatures. The paucity
of authority granted to the Governor reflected the fear
of a strong executive resulting from the colonial expe-
rience. In later years, particularly during the 19th Cen-
tury, more and more restrictions were placed on the
representative bodies, particularly as antidotes to the leg-
islative excesses of the Reconstruction Period and the
financial scandals of the pre-1900 decades. The end re-
sult was legislative inability to do much, wrong or right,
and a general ineffectiveness in these bodies. While
Governors grew in strength, they were hobbled by the
emergence of elected or legislatively appointed boards
and commissions that fractionated their executive au-
thority and competed with them for control of the ad-
ministrative machinery of the state.

Substantial constitutional revision occurred during the
decades of the 1850s and 1860s, but thereafter consti-
tutional changes resulted largely from piecemeal amend-
ment until 1950 when efforts at comprehensive consti-

tutional revision began to yield results. (See Figure 2.)
In the 60 years between 1900 and 1960, only eight new
constitutions were adopted, although about one-fourth
of the states held conventions. The decades between
1910 and 1940 were particularly unproductive, with only
one state adopting a revised constitution: Louisiana re-
wrote its constitution twice. On the other hand, states
were not slackers in the use of piecemeal amendments.
In the first two decades of the 20th Century, approxi-
mately 1,500 constitutional amendments were proposed
and 900 adopted. Many of these prohibited action and
cumulatively added to state government difficulties.

By 1920, many states operated under the handicap of
out-of-date, restrictive constitutions that impaired their
ability to meet the crisis imposed by the Great Depression
of the 1930s. The emphasis in constitutional change had
been on restricting state action rather than on facilitating
problem solution. When constitutional deficiencies were
coupled with unrepresentative state legislatures, weak
Governors, and financial distress, the states lost public
confidence and were ripe for reform. Nevertheless, dur-
ing the almost quarter-of-a-century from 1921 to 1945,
no state adopted a new constitution; however, Virginia
(1928) and New York (1938) did make extensive
revisions.*

Georgia and Missouri finally broke the seeming im-
passe with new constitutions in 1945, followed by New
Jersey in 1947. Nevertheless, state constitutions still
were in need of revision when the Kestnbaum Commis-
sion completed its work in 1955. It reported to the Pres-
ident that:

. . many state constitutions restrict the scope,
effectiveness, and adaptability of state and lo-
cal action. These self-imposed constitutional
limitations make it difficult for many states to
perform all of the services their citizens re-
quired, and consequently have frequently been
the underlying cause of state and municipal
pleas for federal assistance. . . .

The commission believes that most states
would benefit from a fundamental review and
revision of their constitutions to make sure that
they provide for vigorous and responsible gov-
ernment, not forbid it.*°

The commission was only one of many voices urging
reform of state fundamental charters. For example, the
National Municipal League designed its first Model State
Constitution in 1921 and continued its advocacy of re-
vision through research publications and by offering as-
sistance to those concerned. The American Assembly,
meeting at Columbia University in 1955, recommended:
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Figure 2

State Constitutional Revision by Decade 1776-1970*
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* Does not include adopting of original constitution.

SOURCE: The Council of State Governments, The Book of the States 1980-81, Lexington, KY,
1980, p. 16. Hawaii was added to the decade of the 1970s because of the extensive 1978 revision
to its 1950 constitution.
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. . . those states which have not already done
s0, should take steps to secure a modernized,
short, basic state constitution; further, that in
every state citizens be given the right to call
constitutional conventions at periodic intervals.>'

The Committee on Economic Development, the National
Governors’ Association, the Council of State Govemn-
ments, the Public Administration Service, state Leagues
of Women Voters, other citizens’ groups, and individual
Governors and other leaders added their voices to the
clamor for constitutional modernization. Writing in
1967, Terry Sanford, former Governor of North Caro-
lina, recommended in his influential book, Storm Over
the States, that:

State constitutions, for so long the drag anchors
of state progress, and permanent cloaks for the
protection of special interests and points of
view, should be revised or rewritten into more
concise statements of principle.

Interest in constitutional revision in this period did not
arise overnight, nor was it primarily the outcome of the
Kestnbaum recommendations. It resulted from a con-
vergence of forces from many different directions and
culminated years of effort to achieve reform. To some
degree, it appeared to be compelled by the U.S. Supreme
Court’s decisions on reapportionment in the early 1960s.
The ‘‘one man, one vote’’ requirements established by
the Court necessitated state constitutional change. In at
least one state, Hawaii, the question of calling a con-
stitutional convention was ordered to be placed on the
ballot by a federal judge who ruled that apportionment
of that state’s senate was invalid. The voters approved
the call in 1966, and Hawaii’s relatively new constitution
was revised extensively.>® In New Jersey, the state su-
preme court was credited with precipitating the consti-
tution convention of 1966.%* Another consequence of
reapportionment, in the opinion of John Bebout, a long-
time advocate of governmental reform, was the removal
of some of the resistance to constitutional change on the
part of those who had opposed revision in the past for
fear it would lead to alteration in existing legislative
apportionment.> With reapportionment mandated, other
changes appeared less threatening.

RECENT REVISION EFFORTS

In the quarter-of-a-century since the Kestnbaum Com-
mission pointed up the weaknesses of state constitutions,
there has been almost frenzied activity in the realm of
state constitutional revision. While the number of states

adopting revised constitutions did not reach the peak of
the 1770s or 1860s, Sturm wrote in 1977 that there had
been ‘‘official action to modernize constitutions in more
than four-fifths of the states since mid-century.’’% Since
1955, a total of 10 states, excluding Alaska still operating
under its original document of 1956, have adopted new,
revised constitutions. These are: Connecticut (1965),
Florida (1968), Georgia (1976), Illinois (1970), Loui-
siana (1974), Michigan (1963), Montana (1972), North
Carolina (1970), Pennsylvania (1968), and Virginia
(1970). Hawaii’s constitution can be considered signif-
icantly revised since it adopted 34 amendments proposed
by convention in 1978. In addition, New Hampshire
completed the process of considering 27 amendments
submitted in a series beginning in 1974 and culminating
in 1980.%7

These figures do not reflect all of the efforts at con-
stitutional reform. While in some states efforts to con-
vene conventions were unsuccessful, most states had
constitutional commissions at work during the period,
and conventions were held in a large number of states.
The work of conventions in Arkansas, Florida, Mary-
land, New Jersey, New York, New Mexico, North Da-
kota, Rhode Island, and Virginia was rejected at the polls
and efforts of constitutional commissions sometimes
came to naught. Diligence was frequently rewarded,
nonetheless, as portions of the rejected documents were
submitted piecemeal by the legislature and adopted.
These frequently revised entire articles and contained
major reforms.

CRITERIA FOR AN EFFECTIVE STATE
CONSTITUTION

Strictly speaking, there can be no such thing
as a Model State Constitution because there is
no model state.

These words from the introduction to the National
Municipal League’s Model State Constitution®® point up
the problem of setting out criteria for constitutions in all
states. Each state has its own political culture and con-
stitutional variations throughout the country often reflect
this. Nevertheless, there are some generally accepted prin-
ciples that have been developed as a result of what has
and has not worked in the past. Prominent among them
are those advanced by the National Municipal League,
which has been preparing and publishing model state
constitutions since 1921. Drafted by committees of prac-
titioners and scholars, these serve as guidelines for
constitution drafters and reflect basic principles of effec-
tive constitutions.
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In general, state constitutions are best when they are
" brief and written in simple, clear language; when they
include provisions of lasting duration rather than those
which are transitory in nature; and when they are unen-
cumbered by restraints on the state government that are
unlikely to be needed. In addition, each should provide
for adjustment to emerging conditions by orderly change
through amendment and revision.

Specific suggestions, often reflecting the concerns of
ACIR and the National Municipal League, as well as the
Governors, were set out in the /967 Report to the Na-
tional Governors’ Conference (now Association) by its
Study Committee on Constitutional Revision and Gov-
ernment Reorganization. As stated in the report, these
are:

1. The state constitution should express only fun-
damental law and principle and omit procedural
details except, of course, for procedural provisions
in the bill of rights.

2. Outmoded, obsolete detail should be removed
from the constitution, and material relating to a
common subject should be placed in the same
article.

3. A constitution commission composed of persons
representing the public as well as government is the
best instrument for studying and recommending re-
vision under (1) and (2) above.

4. Revision of the executive, legislative, and ju-
dicial articles should be on the basis of a ‘*whole
article’’ rather than a piecemeal approach.

5. The legislature should be permitted to meet in
annual sessions of unlimited length.

6. More authority, fiscal and otherwise, should be
granted to local governments, in order to allow gov-
ernors and legislatures to concentrate on state
problems.

7. The amendment process should be liberalized
to allow legislatures to submit more amendments
of greater scope and with more frequency; submis-
sion of whole articles dealing with the same subject
would permit more rapid constitutional improvement.

8. One of the most challenging areas of constitu-
tional reform is the fiscal article, which is often a
jungle of lengthy and tangled provisions and re-
strictions; this article should have high priority in
revision, and the legislature should be allowed the
widest possible range of tax and appropriation
alternatives.
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9. There should be provision, in addition to leg-
islative option, for placing before the voters at stated
intervals the question of whether a constitutional
convention shall be called; voters should also have
the power, through the initiative process, to call a
convention and propose amendments.*

These principles can be used as one yardstick for mea-
suring the progress states have made in revising their
constitutions to provide for more effective government.

REVISION OUTCOMES

Has all the revision activity of the past quarter-century
followed these precepts? Do states have significantly im-
proved constitutions as a result of the revision and
amendment processes?

An exact assessment is impossible to make. The sheer
volume of amendments precludes a careful comparison
with the material they replaced. Moreover, differing po-
litical cultures and circumstances among the states may
make an advance in one setting a regression in another.
In addition, the results are mixed. While some states
undoubtedly have more workable documents, changes
in others added further shackles.

Nevertheless, in general, present-day constitutions
conform more closely to the general principles of brevity,
simplicity, basic provisions, lack of encumbering re-
straints, and a reasonable process for amendment or re-
vision, as well as to the more explicit standards of the
National Governors’ Conference set out above. An ex-
amination of the alterations in terms of these standards
clarifies the picture.

1. *‘The state constitution should express only funda-
mental law and principle and omit procedural details
except, of course, for procedural provisions in the
bill of rights.”’

The states still have a long way to go in divesting state
constitutions of procedural details. Yet, some progress
has been made, particularly in the revised constitutions.
Six out of ten of those referred to above have substan-
tially fewer words. More than 200,000 words were de-
leted in the Louisiana revision alone. On the other hand,
the unrevised documents tend to be longer and more
detailed than they were in 1969, largely as a result of
continuing amendment over the decade. More than half
of them are longer. States are making an effort, none-
theless. Eleven states with older constitutions managed
to eliminate considerable detail by piecemeal amend-
ment. All of these trends are reflected in Table 32.



2. “‘Outmoded, obsolete detail should be removed from
the constitution, and material relating to a common
subject should be placed in the same article.”’

Many outmoded details fell by the wayside in the new
constitutions adopted since 1955, and approval of new
or revised documents provided an opportunity for in-
corporating into unified articles all material previously
scattered through numerous amendments. Both Georgia
and North Carolina edited and rearranged their entire
documents. Often editing is a prelude to article-by-article
revision such as that now underway in Georgia.

Examination of the older charters reveals improve-
ments as well. For example, a staff report of the Cali-
fornia Joint Interim Committee on Constitutional Revi-
sion, prepared in 194748, is reported to have listed as
obsolete 81 provisions of that state’s constituion.*® Many
of these were removed in the early 1970s. Included were
prohibitions against slavery (Art. I, Sec. 18), sections
dealing with the Emergency Relief Administration in the
1930 Depression (Art. XVI, Sec. 10), San Francisco’s
powers in regard to the 1915 World Fair (Art. XI, Sec.
8a), and the assessment of property damaged by the
earthquake of 1933 (Art. XIII, Sec. 8a).

In addition, several states deleted references to male
suffrage that are contrary to the 19th Amendment to the
federal Constitution, as well as reducing the age for vot-
ing from 21 to 18 to conform to the 26th Amendment.
Moreover, such provisions as West.Virginia’s prohibi-
tion against salaried officers of railroads serving in the
legislature—a measure incorporated at a time when
frauds associated with the granting of rights of way for
railroads were prevalent—fell victim to revision, as did
New York’s reference to feudal land tenures. New
Hampshire removed an authorization for towns to sup-
port ‘‘protestant teachers of piety, religion, and moral-
ity,”” which spoke to another age, as did the deleted
Oklahoma section defining races of people. Tennessee
dropped its prohibition against interracial marriage and
other states eliminated sections relating to slavery, duel-
ing, and other anachronisms. A check of obsolete pro-
visions cited by David Fellman in a study published in
1960°' revealed that, by 1980, states had pared many of
them out of their constitutions.

3. “‘A constitutional commission composed of persons
representing the public as well as the government is
the best instrument for studying and recommending
revisions under (1) and (2) above.”’

On this point, the states score high. Constitutional
commissions have been used extensively during the past
quarter-of-a-century. During the period from 1955 to

1969, a total of 52 commissions were in operation.®
Twenty operated during the 1970s.% In addition, Utah
established a permanent statutory commission, and the
1968 Florida constitution mandated the establishment of
a commission ten years following its adoption. This first
revision commission with constitutional status was au-
thorized to submit amendments directly to the voters.®

4. “‘Revision of the executive, legislative, and judicial
articles should be on the basis of a ‘whole article’
rather than a piecemeal approach.”’

Performance here is mixed, although states have made
efforts to revise entire articles. Such article-by-article
revision is now underway in Georgia. Whole-article re-
vision has most often been used to improve the judiciary
article since the adoption of unified court systems usually
involved major changes. With most states reforming their
judiciaries in the last 20 years, states get good marks on
this aspect of entire-article revision. Several states have
also adopted new executive articles. For the most part,
however, only parts of legislative and executive articles
have been affected by the amendments.

5. “‘The legislature should be permitted to meet in an-
nual sessions of unlimited length.”’

Progress has been marked in regard to state legisla-
tures. A total of 37 states allow annual sessions. Of these,
14 instituted annual sessions during the last ten years.
Furthermore, 28 legislatures can call themselves into spe-
cial session.® In some instances, the length of legislative
sessions has increased, but, for the most part, state leg-
islatures are still limited to a specified number of days.
Overall, they have more control over their meetings and
are spending more time in session than was previously the
case. Legislatures will be discussed in detail later in this
chapter.

6. ‘‘More authority, fiscal and otherwise, should be
granted to local governments, in order to allow Gov-
ernors and legislatures to concentrate on state
problems.”’

State performance in regard to this recommendation
is mixed. Although recent actions by states generally
have Joosened the apron strings attached to local units—
especially counties—in terms of home rule and general
authority, they have tightened financial controls. Forty-
one states now have constitutional home rule for at least
some classes of cities and 28 states give similar authority
to counties.® In addition, there has been greater devo-
lution of powers; that is, the authority to exercise all
powers not denied them. The 1978 Iowa constitutional
amendment granting home rule authority to cities did so
by the devolution of powers approach.®’
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Table 32

COMPARISON OF STATE CONSTITUTIONS BY LENGTH, 1969 AND 1979

. _ Estimated Length Number of
Ef;?%:\;es;atte Egz;t:: (( +)) (number of words) Amendments
Constitution About Same (0) 1969 1979 1969 1979

Alabama 1901 + 95,000 129,000 284 383
Alaska 1959 + 12,000 12,880 2 16
Arizona 1912 - 24,500 23,825 65 88
Arkansas 1874 — 45,900 38,654(%) 60 66
California 1879 - 62,000 34,000 227 424
Colorado 1876 + 32,800 45,600 98
Connecticut 1965 0 7,960 7,900 0 12
Delaware 1897 - 20,000 18,700 48 101
Florida 1969 - 39,000 25,000 152 21
Georgia 1977 0 47,500 48,000() 654 81
Hawaii 1959 + 15,000 17,255(?) 28 71
idaho 1890 + 000 21,323(?) 81 92
lllinois 1971 - 21,700 13,200 14 0
Indiana 1851 0 10,400 10,225(?) 22 7534
lowa 1857 + 11,300 12,500 29 43
Kansas 1861 + 8,500 11,865 56 77
Kentucky 1891 + 21,500 23,500 18 24
Louisiana 1974 - 253,800 35,387()) 530 4
Maine 1819 + 12,950 13,500 110 140
Maryland 1867 + 40,368 41,031 125 185
Massachusetts 1780 + 17,200 34,000(¢) 91 113
Michigan 1964 0 19,510 20,000 3 13
Minnesota 1858 - 15,065 9,491(2) 92 102
Mississippi 1890 0 22,268 23,500 44 48
Missouri 1945 + 30,951 40,134(3) 22 49
Montana 1973 - 22,000 11,363 37 6
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Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah

Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming
American Samoa

Northern Mariana

Islands
Puerto Rico

1875
1864
1784
1948
1912
1895
1971
1889
1851
1907
1859
1968
1843
1896
1889
1870
1876
1896
1793
1971
1889
1872
1848
1890
1967

1977
1952

Il ++++++1 1 ++ 1 +0

I+ 1+ + |

+ 4+ +

19,000
17,000
12,200
15,000
24,000
50,000
19,375
20,000
32,400
63,170
23,400
13,750
16,000
33,000
25,000
11,500
46,000
20,600

5,000
35,000
30,000
22,600
11,000
15,600

6,000

9,281(%)

18,802(2)
19,735
9,450
16,980
27,066
41,000
13,250
30,000
36,300
68,500
24,700
21,675
19,026@
22,500(¢)
23,250
15,300
61,000
17,300
6,600
18,500
29,350
25,550(?)
13,435
27,600

125
78
60
12
73

168
69
90
57
79

132
84
30

330
75
18

191
65
44
35
54
39
99
32

173
86
71
23
95

195
18

106

129

102

163
12
43

441
87
31

235
62
52

70
51
112
46

@ Actual word count.

® This figure includes provisions of statewide applicability only; if sections relating to individual local jurisdictions were included,
the estimated total would be 600,000 words.

©@ The printed constitution includes many provisions that have been annulled. The length of the effective provisions is: in Mas-
sachusetts, estimated 21,555 words (12,445 annulled); in Rhode island, 11,399 words (7,627 annulled).

@ Of the estimated length, approximately two-thirds are of general statewide effect; the remaining are local amendments.
SOURCE: Book of the States, 198081, Lexington, KY, The Council of State Governments, 1980.




Tax limitation fervor accompanying the 1978 adoption
of California’s popularly initiated Proposition 13, which
severely restricted state and local taxes, led to stricter
state control over local spending in a number of states.
In 1978 alone, constitutional propositions relating to lo-
cal tax or spending limitations were on the November
ballot in seven states and were adopted in four: Alabama,
Michigan, Missouri, and Nevada. Similar proposals
were defeated in Colorado, Nebraska, and Oregon, and
Michigan voters turned down one of two proposals.
Voters in the 1980 elections added local constitutional
fiscal restraints in Massachusetts and Arkansas, while
seven other states rejected similar measures.® Imposition
of financial limitations will be discussed in greater detail
later in this chapter.

7. ““The amendment process should be liberalized to
allow legislatures to submit more amendments of
greater scope and with more frequency, submission
of whole articles dealing with the same subject would
permit more rapid constitutional improvement.”’
Procedures for legislative submission of amendments
have been liberalized in recent years. Montana elimi-
nated its constitutional limitations on the number of
amendments that could be submitted at any one election
and Kentucky raised its ceiling from two to four. By
1980, only four states—Illinois, Arkansas, Kansas, and
Kentucky—and Puerto Rico put limits on the number
that could be placed on the ballot in any one year. More-
over, Vermont reduced the intervals for submission of
amendments from ten to four years and West Virginia
allowed referenda on amendments at special elections.
In a slight modification, Hlinois lowered the legislative
vote required for proposal from two-thirds to three-fifths.
Nationwide, since 1966, constitutional revision by all
means has been made easier in 28 states.

8. “‘One of the most challenging areas of constitutional
reform is the fiscal article, which is often a jungle
of lengthy and tangled provisions and restrictions;
this article should have high priority in revision, and
the legislature should be allowed the widest possible
range of tax and appropriation alternatives.’’

No one can say that states neglected fiscal matters
when amending their constitutions in recent years. A
glance at Table 33 will confirm that more constitutional
amendments during the 1970s related to taxation and
finance than to any other subject. On the average, the
states enacted about four amendments apiece concerning
fiscal matters during the decade. Although authorizations
for a state income tax provided more options for the
legislature in securing revenues, the existence of this
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new alternative was overshadowed by limits placed on
taxes or spending discussed under item 6 above. In total,
state constitutions probably became more restrictive in
this area during the 1970s.

9. “‘There should be provision, in addition to legislative
option, for placing before the voters at stated inter-
vals the question of whether a constitutional conven-
tion should be called; voters should also have the
power, through the initiative process, to call a con-
vention and propose amendments.”’

Despite the fact that the states made progress in con-
forming to the first part of this standard, more than half
of them still do not conform. Three states added a pro-
vision for periodic submission of the convention question
to the electorate during the 1970s, bringing the total to
14. Rhode Island adopted a requirement for a vote on
calling a convention every ten years, and Illinois and
Montana specify submission of the question at 20-year
intervals.

At the present time, no state constitution includes a
provision for the voters to initiate the call for a consti-
tutional convention. Voters in 17 states, however, can
initiate single amendments. Illinois (for the legislative
article only), Montana, and South Dakota added this
device during the last decade.

AN ASSESSMENT

Some changes would elicit condemnation by consti-
tutional reformers. By most standards, however, states,
overall, have made progress in constitutional reform in
the quarter of a century since the Kestnbaum Commis-
sion report. Most of the completely revised constitutions
are significantly better than their predecessors. As a
whole they are shorter, more clearly written, modern-
ized, less encumbered with restrictions, more basic in
content, and have more reasonable amending processes.
They also establish improved governmental structures.

In their study of constitutional conventions held be-
tween 1964 and 1970, Comwell, Goodman, and Swan-
son devised a scale of constitutional reform, based on
the National Municipal League’s Model State Consti-
tution, against which they analyzed the documents pro-
duced by the conventions. All seven proposed consti-
tutions were deemed to be an improvement on the
documents they would replace. Some states were un-
prepared for this much change, however, and proposed
constitutions in Rhode Island, New York, Maryland,
New Mexico, and Arkansas were not approved at ref-
erendum. Citizens of Hawaii and Illinois ratified the pro-
posed documents.™
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Total Proposed

Table 33

SUBSTANTIVE CHANGES IN STATE CONSTITUTIONS PROPOSED AND ADOPTED,
1970-71, 1972-73, 1974-75, 1976-77, 1978-79

Total Adopted

Percentage Adopted

1970 1972 1974 1976 1978 1970 1972 1974 1976 1978 1970 1972 1974 1976 1978
Subject Matter -t -713 -1 717 -719 -1 -13 -75 77 -79 -1 -713 -75 =77 -79
Proposals of Statewide
Applicability 300 389 253 283 295 176 275 171 189 200 582 70.7 676 ©66.8 67.8
Bill of Rights 13 26 9 10 17 11 22 6 6 15 846 846 66.7 600 88.2
Suffrage and Elections 39 34 23 17 12 23 24 20 14 9 590 706 869 824 750
Legislative Branch 42 46 40 40 37 19 25 27 18 25 452 543 675 450 67.6
Executive Branch 27 36 34 32 16 22 25 20 23 12 815 694 588 719 750
Judicial Branch 17 35 20 34 25 11 26 18 32 19 647 743 90.0 941 76.0
Local Government 21 30 13 7 27 15 23 12 3 13 714 767 923 429 48.1
Taxation and Finance 50 85 49 56 68 29 56 33 41 39 580 659 673 732 574
State and Local Debt 25 24 18 36 19 10 15 6 20 9 400 625 333 556 474
State Functions 46 40 23 42 31 26 36 16 25 24 565 900 696 595 774
Amendment and Revision 13 19 8 2 11 7 12 7 1 10 53.8 63.1 875 500 909
General Revision Proposals 7 2 12 1 1 3 1 33 1 1 429 50.0 25.0 100.0 100.0
Miscellaneous Proposals * 12 4 6 31 * 10 33 5 25 * 833 750 833 806
Local Amendments 103 141 99 116 100 48 93 85 91 77 466 659 859 784 770

* Not compiled for 1970-71.
SOURCE: The Council of State Governments, The Book of the States, 1980-81, Lexington, KY, The Council of State Governments,

1980, p. 5.




Samuel W. Witwer, President of the 1969 Illinois
Constitutional Convention, in a ten-year retrospective on
that document, commented:

. . as we ‘‘fathers and mothers’’ of the new
Constitution hold our reunion, I think we can
celebrate more than just the tenth anniversary
of the convening of our nine-month adventure
in constitutional revision. We can also cele-
brate the document itself.”

Witwer pointed particularly to the salutary effect of the
abolition of the personal property tax, the home-rule
provisions for cities and counties, the new nondiscrim-
inatory provision of the bill of rights, ethics provisions
requiring public disclosure of assets by public officials,
and the new initiative provision in regard to the legis-
lative article of the constitution. He also cited numerous
other constitutional changes that had been beneficial to
Illinois citizens.

While documents not subject to a total revision process
have not improved to the same extent as those completely
rewritten, on the whole they, too, are more workable
documents. Many continue to be too detailed and out-
moded and need editing and to be shomn of legislative-
type detail, and some place undue roadblocks to effective
government. Nevertheless, improvements have been
substantial.

Many of those who have studied constitutional reform
and followed developments carefully in this field tend
to agree with this assessment. Writing about develop-
ments during the period from 1959 to 1976, Leach said:

A great deal was indeed accomplished—state
and local governments were generally revivi-
fied and redirected, if not in every detail, in
many. Conspicuous for the advances made in
state government as a result of constitutional
revision were Connecticut, Hawaii, and Illi-
nois. And the ideas generated by and ex-
pounded in the debates of the conventions and
commissions are still very much alive, pro-
ducing the likelihood that more changes is still
in store. . . . It is possible to conclude that
American states have gone a long way toward
modernizing the bases of their governments
since 1959, continuing a trend begun long be-
fore that.”

Leach also pointed out that, **There are not many con-
stitutional horrors left.”’”

Another constitutional authority, Sturm, also writing
in the mid-1970s, agreed that there had been progress
but noted:
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Since midcentury, more official attention has
been given to revising state constitutions than
during any comparable period since the Re-
construction Era. Yet, despite effective con-
stitutional reform in approximately one third
of the states during the last two decades, major
weaknesses remain in others that seriously
handicap the states in effectively discharging
their responsibilities in a federal system.”

Neal Peirce, one of the respected commentators on
state government, after pointing up the unprecedented
state efforts to reform their basic charters during the
1960s and 1970s, wrote:

Comparatively speaking, the weight of con-
stitutional restriction on action by state and
local governments, while still formidable, is
only fractionally as great as it was 10 to 20
years ago.”

Fairly general agreement exists as to the direction the
reform efforts took. They dealt with most of the defi-
ciencies of state constitutions outlined earlier by Sturm.
Although certainly not all of these shortcomings were
eliminated, the changes:

® reduced constitutional detail;
® improved the amending process;

® strengthened the executive powers of the Gov-
ernor by eliminating some other elective officials,
allowing the Governor to serve successive terms,
lengthening the gubernatorial terms, and provid-
ing for team election of Governor and Lieutenant
Governor;

® established unified court systems in many states;

® improved legislative capability by providing for
regular apportionment, annual legislative sessions

in most states, and greater legislative control over
the time and length of sessions; and

® cxtended home rule and tax authority for local
govemments.

All constitutional changes during the period since
Kestnbaum were not advances for state and local gov-
ernments and much remains to be done. Nevertheless,
it is fairly safe to say that significant progress was made
in revising basic documents to improve state and local
capability in many states. Details of changes as they
apply to specific institutions and processes of state gov-
ernment will be discussed in later sections of this chapter.



Legislatures

Perhaps more than any other state institution, state
legislatures have been criticized for their real and imag-
ined shortcomings. They have borne the brunt of the
abuse heaped upon the states. In 1966, Vanderbilt Uni-
versity Chancellor Alexander Heard pointed to their fail-
ings, commenting:

State legislatures may be our most extreme
example of institutional lag. In their formal
qualities they are largely 19th-Century orga-
nizations and they must, or should, address
themselves to 20th-Century problems.”

Much of the criticism was deserved. Legislatures were
unrepresentative, in the sense that each member did not
represent an equal number of individuals, largely because
many of the bodies refused to reapportion themselves to
meet population shifts. This condition existed until the
1960s when reapportionment was forced as a result of
the U.S. Supreme Court’s decision in Baker v. Carr
(1962)”7 and subsequent cases. Prior to the court-man-
dated reapportionment, several states had missed a num-
ber of decennial redistrictings. Vermont, for example,
with its legislative composition written into its consti-
tution, had not reapportioned since 1793. Connecticut’s
last redistricting of both houses dated back to 1818,
Mississippi’s to 1890, Delaware’s to 1897, and Ala-
bama’s to 1901.7 Other states also lagged, and many
had undergone major population growth and shifts. As

a consequence of underrepresentation of urban areas, the.

needs of these communities often were ignored or cas-
vally treated.

Other shortcomings also could be laid at the door of
the legislatures. While the amount of corruption was
often blown out of proportion by the press, those who
had the inclination to engage in unethical or corrupt
practices were rarely deterred by codes of ethics, con-
flict-of-interest statutes, or financial disclosure legisla-
tion, since such laws were nonexistent in many states.
Legislatures also operated as ‘‘sometime governments,’’
meeting only for limited periods once every two years
in most instances and suffering from frequent turnover
in membership. Moreover, they tolerated clumsy and
inefficient operations, discouraging to those who wanted
to get things done.

Other criticisms were less deserved and sometimes
resulted from constitutional requirements or constraints
difficult to change. For the most part, however, the prob-
lem probably rested with publics that did not allow their
legislatures to do very much. Witness the explanation
of the Citizens Conference on State Legislatures:

. if legislatures have functioned largely as
a ‘*drag’’ upon state government, it is not be-
cause the things they have done have been so
bad; rather it is because they have not done
very much. And this for the most part is the
way the public seems to regard them: as in-
stitutions whose existence they are only faintly
aware of and whose impact upon their lives,
to the extent they feel it at all, is extraordinarily
feeble.”

‘“We have never really wanted our state legislatures to
amount to much,’’ the Citizens Conference points out,
‘“‘and they have obliged us.’’%

REFORM EFFORTS

Efforts to reform state legislatures—aimed at making
them represent all citizens equally, follow democratic
practices, and become decisionmaking bodies able to
respond effectively to the needs of the citizens of their
respective states—have been underway for a long time.
These efforts became particularly intense during the
1960s and 1970s and continue today.

Many individuals and groups have been involved. The
American Assembly, ACIR, the American Political Sci-
ence Association, the Citizens Conference on State Leg-
islatures,?! the Council of State Governments, and the
National Conference of State Legislatures, among oth-
ers, have advocated and worked for changes.

Despite the variations among the proponents of re-
form, the programs they have proposed reflect remark-
able similarity. A leading legislative scholar summarizes
the recommendations as follows:

1) elimination of many constitutional limitations on
the authority of state legislatures, including lim-
its on the taxing power, earmarking of revenues,
requirements on referenda, and legislator
compensation;

2) increase in the frequency and length of legisla-
tive sessions, without limitation of time or
subject;

3) reduction of the size of legislative bodies, so
that they are no larger than fair representation
requires;

4) increase in compensation and related benefits,

with expenses of legislative service fully
reimbursed;

5) the adoption of more rigorous standards of con-
duct, by means of codes of ethics and conflict
of interest, disclosure, and lobbying legislation,
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as well as ethics committees or commissions
with some enforcement powers;

6) adequate space and facilities for committees and
individual members, including electronic data
processing and roll-call voting equipment;

7) improvement of legislative operations, to ensure
efficiency in the consideration of bills and the
widespread dissemination of procedural and sub-
stantive information;

8) strengthening of standing committees, by re-
ducing their number, defining their jurisdictions,
and improving their procedures; and

9) increasing the number and competence of leg-
islative staff, including staff for the leadership,
committees, and rank-and-file members.%?

CITIZENS CONFERENCE CRITERIA AND
STATE PERFORMANCE

The Citizens Conference on State Legislatures con-
ducted a major study of state legislatures in 1969-70,
evaluating each and making both general and specific
recommendations for improvement.®* Unfortunately for
the present study, no comprehensive follow-up evalua-
tion has been made. Data assembled from a variety of
sources, however, indicate that substantial progress has
been made in the last decade. Throughout the country,
states moved to unleash and modernize their represen-
tative bodies.

This section will examine a number of the more im-
portant of the 72 general recommendations contained in
the Citizens Conference study and indicate the extent of
reform that has occurred, if any. Importance to the leg-
islative process and data availability determined the se-
lection. The lack of information on some points produced
gaps.

1. Reduce the overall size of the legislature.

The conference justified this recommendation in the
following words:

Ideally, a legislature should be large enough
to represent and reflect the diverse elements of
its constituency, and small enough to get things
done. A legislative body that is too large usu-
ally finds it difficult to function without strict
discipline, or an extremely centralized opera-
tion, either of which defeats the purpose of a
large membership—to be accurately repre-
sentative of the varying views and interests of
all the people. . . . The larger the membership,
the less time there is for genuine debate and
deliberation, the less chance there is for each
member to make his views known and his voice
heard.?
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It recommended that membership in the most populous
chamber, called here the house of representatives for
purposes of convenience, should not exceed 100 and that
the combined membership of both houses should be be-
tween 100 and 150.

Since all state senates are small enough for the ex-
peditious conduct of business—with the largest in Min-
nesota numbering 67 in both 1969 and in 1979—attention
will focus on the houses of representatives.

Here, progress has been slight. Houses of represen-
tatives are still too large for effective deliberation and
operation. Partially as a result of reapportionment, seats
were added during the 1960s. To avoid the controversies
that occur when some areas lose representatives and some
legislators must sacrifice seats, legislatures in several
states expanded their membership rather than oust col-
leagues. Others used the occasion to reduce the size of
their houses of representatives somewhat. Among the
changes made during this period were:

Up
Nebraska 43-49 (Senate)
Delaware 17-22
Florida 95-112 (House)

38-43 (Senate)
Maryland 123-142
New Mexico 66-77

Down

Iowa 108-99
Mississippi 140-122

In addition, Illinois reduced the size of its House from
177 to 118 in 1980.

Overall, the change in size between 1969 and 1979
has been slight. As the states entered the decade of the
1980s, 22 had houses of representatives that exceeded
the recommended size of 100 as compared to 23 in 1969.
Currently, the states having house memberships in excess
of 100 are: Alabama, Connecticut, Florida, Georgia,
Illinois, Kansas, Louisiana, Maine, Maryland, Michi-
gan, Minnesota, Mississippi, Missouri, New Hampshire,
New York, North Carolina, Oklahoma, Pennsylvania,
South Carolina, Texas, and Vermont. Alaska and Ne-
vada have the smallest chambers with 20 members
each.®* New Hampshire takes the obesity prize, with 400
members—a situation that led one experienced observer
of that body to tell the citizens conference that ‘‘about
15 members really determined things.”’®* A total of 18
states exceeded the recommended combined membership
of 150 in 1979 in contrast to 20 in 1969.%7

Despite the paucity of recent reductions in size, some
improvements can be detected if a longer time period is



surveyed. Table 34 below shows a comparison of the
size range of houses of representatives in 1951 compared
with 1979.

2. Remove constitutional restrictions on session and in-
terim time.

The legislature should have authority to func-
tion throughout a two-year term; ideally, this
authority should provide a flexible biennial
session pattern that permits the legislature to
convene, recess, and reconvene as it deems
desirable. The legislature should be able to
meet in general session or conduct interim
work as it deems necessary at any time
throughout the period.®

Past practice limited legislatures in most states to bien-
nial meetings with sharply limited sessions (60 to 90
days). In 1951, for example, only ten states allowed
annual sessions. By 1969 the figure had risen to 26. By
1979, in addition to the California legislature which
meets year-round, 36 states had provided for annual ses-
sions and many had provisions for session extension. A
total of 15 states, in addition to California, had annual
sessions unrestricted in length. These were Arizona
(rules require adjournment), Arkansas, Colorado, Idaho,
Ilinois, lowa, Massachusetts, Michigan, New Jersey,
New York, Ohio, Pennsylvania, South Carolina, Ver-
mont, and Wisconsin.#

Table 34
SIZE RANGE OF LOWER HOUSES*
1951 1979

50 or less 2 st