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PREFACE

The Advisory Commission on Incergoverrmental Relations was estab-
lighed by Public Law 380, passed by the first session of the 86th Congress
and approved by the President September 24, 1959. Section 2 of the Act sets
forth the following declaracion of purpose and specific responsibilities for
the Commission:

See. 2. Because the complexity of modern life intensifies the need
in a federal form of govermment for the fullest coocperation and
conrdination of activities between the levels of government, and
because population growth and scientific developments portend an
inereasingly complex soclety in future years, it is essential that
an appropriate agency be established to give continuing attention
o intergovernmental problems.

It i intemnded cthat the Comvission, in the performance of its
duties, will-=

(1} bring together representatives of the Federal, State and local
governmants for the consideration of cosmon problems;

(2) provide a forum for discussing the adsiniscratios and coordipa-
tion of Federnl grant and other programs requiring imtergovermmental
conperation;

{3} give critical attemntioa te Che comditions and comtrols invelwed
in the administration of Federal prant programs;

{4} make available technical assisctance to the executive and legisla-
tive branches of the Federal Govermment in the review of proposed
legislation to determine ite overall effect on the Federal system;

(31 encourage discussion and study at an early stage of emerging
public problems that are likely to require Intergovermmental
cooperation;

{6% recommend, within the framework of the Constitution, the most
desitable allocation of govermmental functions, responsibilities and
revenues amomg the sewveral levels of govermment; and

{7} recommend methods of coordinating and aismplifying tax laws and
administrative practices to achleve a wmore orderly and less competi-
tlwe fiscal relationship between the levels of govermment and to
rteduce the burden of complisnce for taxpayers.

Pursuant to Lte statutory responsibilities, the Commission from tima
to time singles owt for study and recommendation particular problems, the
amalioration of which, in the Commission's wiew, would enhance cooperation
amgng the different lewels of govermment and cthereby improve the effeccivenass
of the Federal system of goveroment as established by the Constitution. Ome
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subject se identified by the Commission concerns the broad question of fiseal
balance in our Federal system.

This report was adopted by the Commission at successive mestings
held on July 21 and October &-7, 1967.

Farris EBryant
Chairman
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WORKING PROCEDURES OF THE COMMISSION

This statement of the procedures followed by the Advisory Commisaion
on Imtergovernmental Relations is intended to assist the reader's consideration
of this teport. The Commission, made up of busy public officials and private
persons occupying posltions of major respomsibility, must deal with diverse and
specialized subjects. It ig important, therefore, in evaluatimg reports and
recammendations of the Commission to know the procesees of consultationm,
critieism and review to which particular reports are subjected.

The duty of the Advisory Commission, under Public Law BE-380, i3 Co
Eive continuing attention to intergovermmental problems in Federal-State,
Federal-local, and Seats-local, as well as interstate and interlocal relations.
The Commission"s approdch Eo this bread area of responsibility is to select
specific, discrete intergovermmental problems for amalysis and policy recom-
mendation, In some cases, malters proposed for study are imtroduced by indi-
widpal members of the Commission; in other cases, public officials, profes-
sional organizations or scholare propose projects. Im srill others, possible
gubjects are suggested by the staff. Frequently, two or more subjects compete
for a alngle "slot" on the Commission's work program. In such instances
selection 15 by majority vote.

Dmce a subject iz placed on the work program, & staff member is
asaligmed o it. In limited instances the study iz contracted for with an expert
in the field or 2 research organizatiom. The staff's job is eo assemble and
analyze the faces, identify the dilfering points of view Lavolved and develop
& range of possible, freguently alternative, policy congideracions and recom-
mendations which che Commisgaion might wish to consider. This is all developed
and set forth in a preliminary deaft report containing (a) historical and
factual background, (&) analysis of che lssues, and (c) alternative solutions.

The preliminary drafc is reviewed within the staff of the Commission
and after revision is placed befeore an informal group of "cricics" For search-
ing review and criticiem. 1In assembling these reviewers, care is taken to
provide (a) expert knowledge, and (b)) a diversity of substantive and philoso-
phical viewpoints, Additionally, representatives of the Hational League of
Cities, Council af State Govermments, Hatiomal Association of Counties, U.5.
Conference of Mayors, 1.5, Buregu of the Budget and any Federal agencies
directly concerned with cthe subject matter participate, along with che other
"eritica" im reviewing the draft. It should be emphasized chat pavticipation
by an individusl or erganizacion in the review process does not imply in any
way endorsement of the draft report. Cricicisme and suggestlions are presented;
some miy be adopted, others rejected by the Commission staff.

The drafc repart L8 Chen revised by the staff im light of criticisas
and comments rveceived and transmicced co the members of che Commission at least
two weeks in advance of che meeting at which Lt i85 co be considered.

In its formal consideration of che drafe report, the Conmlssion
registers any general opinion it may have ag to further seaff work or cther
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congiderations which it believes warranted. However, most of the time availabie
iz devoted —o & specific and decailed examination of conclusions and possible
recomuendatlons,. Differences of opinion are aived, suggested tevisions dis-
cugsed, amendments considered and voted wpon, and finally a recommendation
adopted {or modifled or diluted as the case may be} with indiwvidual dissents
registerad. The rveport ie then revised in the light of Commizsion decisions
and sent to the printer, with footnetes of dissent by (ndividual members, if
any, recorded as appropriate in the cepy.



ECOPE OF THE REPORT

The Commission's study of Fiscal Balance in Che American Federal System

is contaimed in two wolemss., In ¥Yolume 1, the Commission analyzes the basic
structure of fiscal Eederalism, isolates the major shortecomlogs of the present sys-
tem, identifies the fiscal sources of tension, and prescribes policles designed te

strengthen the fiscal foundation of our intergovernmental system.

In Volume 2,

the Commission concentrates on the critically uegent problems caused by the growth
of fiscal disparities among jurisdictions within metropolitan areas. Specifically.
the Commission probes in depth the “fiscal facts of life" in the 37 largest metro-
politan areas, draws on special case studies in 12 of these areas, and sets forth
a series of recommendations designed te bring metpopolitan needs and resources

into greater alignment. The Commieslon wes aided in its wrban fiscal research by

a grant from the Department of Housing and Urban Development.

RECOMMENDATIONS

Volome 1. Basic Structure of Fiscil Fedetalism

&, Brosadened Fiscal Mix and Greater Fiscal Flexibility
in Federal Aid eo Scaces and Locaelities

1. The Commigsion concludes that te meset the meeds of twentieth cen-
tury America with ics eritical urban problems, the existing in-
tergovernmental flscal system needs to be significantly improved.
Specifically,. the Commission recommends that the Federal GCovern-
ment , recognizing the need for flexibility in the type of suppert
it provides, authorize a combination of Federal categorical
grants=in=aid, general functional block grants, and per capita
general support payments. Each of these mechanisms is designed
to, and should be wsed to, meet specific needs: the categorical
grant-in-aid to stimulate and support programs in specific areas
of national interest and promote experimentation and demonstra-
tion in such areas; block grants, through the consolidation of
exigting gpecific grantg-in-aid, eo give States and localicies
greater flexibilicy in meeting needs in broad funmctional areas;
amd general Supporl payments on & per capita basis, sdjusted for
varlations Lln tax efforec, te allow States and localities to de-
vise their own programs and set their own priorvitiea te help
golve their unigue and most crucial probiems. Such general sup=
pert paymenca could be made to elther State or major local units
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2,

of government if provision Ls made for insuring that the pur-
poses for which they are spent are "ﬁ'ﬁ ’ir&mnfnnc with any
existing comprehensive State planqﬂ' '

The Commission recommends enactment of legislation by the Con-
gress authorizing the Fresident o submit grant comselidacion
plans, such comsclidations to be transmitted to the Congreas
and to become effective unless rejected by either House within
a perieod of 90 days.

The Commission recommends that Congress amd the President
strive toward a drastic decrease in the numerous separate auth-
orizations for Federal gramts--adopting as a general goal & Te-
duction by at Lleast half the number; specifically the Commis-
gion recommends as & modest beginning, the following major con-
solidacions: (a) elimination of all cateporizatison and eat-
matrking from the vocational educatlion program to provide in efs
fect a single vocatiopal education prant to be usable in speci-
fied fielde but within the State allotmenmt Lo such amcunts
among the fields as detetmined by the State; and (b) consoli-
dation of the existing grants for water and aewer lime eonsttucs-
tion ianto & simgle authorization to be adminmistered by a simgle
AZBNCY .

The Commission recommends enactment by the Congress of legisla-
tion proposed by the Adminiscration to autherize single applica-
tions by Btate and local govermments for intertelated projects
and for joint funding of projects containing components deriv-
ing funds from several Federal sources, in order to encourage
States and lecalities to Intervelate various functional pro-
grams and to facilitete effective program administration at the
national level. Tt is further recommended that States epact
almilar legislation where necessatry.

The Commigzion recommends bo the Pregident that the Buresu of
the Budger initiaste an aggressive program to simplify snd sys-
temlze the varied macching and apportionment formulas for
efisting Federal grant=in-aid programs.

EtrEﬂEEHEHIEE SEtate dnd Lﬂ:al TiEcal and 153 Svstems

G

The Commigssion concludes that the development of a moTe eguit-
able, diversified, and productive State=local tax svetem 15
precequisite to avoiding excessive local property tax burdens,
praliferation of local nmonproperty taxes, interlocal fiscal
di!p:ritig: and dependence on Federal aid. The Commission
therefore recommends Chat the States (1) require and enforce
effective local use of the property tax including, ln some
States, a more intensive use of this revenue BOUTCE, (2}

ek
el

Chairman Bryant dissented.
Secretary Fowler entered a reservation and dissented in part.

Mayor Maftalin did not concur in the porcien of the last sentence which

deals with comprehensive State plans.
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aquip themselves with a productive and bread-based tax s¥s-

tem capable of underwriting a major portion of the State-local
expanding expenditure requirements, and €3 shield basic family
ingome from any undue burdens imposed by sales and property
taxps.

7. In order to strengthen the productivity of the sales tax, the
Comnission tecommends action by the States to protect low in-
come families from undue tax burdensg om food and drugs uwader
genetal salea taxes.

8. 1In order to strengthen the productivity of the local property
tax, the Commission recommends action by the States Lo help the
localities finance the cost of relieving any undue local prop-
erty tax burden on low lncome families.

4. The Commission recommends that ehe States which have not done
go, glve perlous consideration to providing more flexibility im
their constitutions for long-range State finamcing programs.

C. Improved Federal Coordipation and Mspagement

10. The Commission recommends an elevation of attention om Ehe part
of the President and the Congress to the more general need of
insuring the conduct apnd coordipnation of Federal grant and
other programs in such a way as to improve the overall capa-
bility of State and local government and consequently strengthen
the American federal system. Its lmportance warranks assign-
ment by the President of major responsibility in thisg area to
an appeintes having status equivalent to that of a mesher of
the Cabinet. This official shonld be responsible for general
liafsom with State and local govermments and be accessible te
Chem reparding problems encountered in the adminlstration of
Federal granmte-in-ald. Also cthis officisl should report at ap-
propriate intervals to the President, Congress and the public
on the extent to which grant-in-aid programs are achieving
their ohjectives and the extent to which 5tate apd local gov-
ernment is being strengthened in the process.

The Commission further recommends the pttnngthening of the
Burean of the Budget's capability to sustain a vigorous pro-
gram of interagency cootdination of Federal grante-in-aid,

11. The Commission recommends the enunciatlon by the President of
a policy of decentralization of Federal decision-making in the
administration of grant programsa; among other actlons, the Com-
misslion recomsends decentrallzation te directors of Federal
ragional offices of most of the decisions comnnected with the
raview and approval of State or local plans developad as &
condition of Federal formula-type grants and of amendments
to such plans proposed by State and lecal govermments. The
Commigsion further recommends Presidential actiom to effect
a major reduction in the wide wvariations in the regional bounda
aries and headquarters sites of Federal field offices,
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12.

13.

The Commission belisves Che sstablishmene of a Field staff of
the Burean of the Budget ghould serve many of the purposes of
field offices, appropriacicns for which have been sought
cepealedly by the Budget Director and the Fresident within the
last few years. In addition to increased coordinative activiey
in the field by the Bureau, the Copmission recommends the
strengthening of existing Federal Executive Boards by {a) trans-
fer of supervieion of the Boards to the Burcau, and (b} pro-
vislon of &t leagt ome full-time staff member for each of the

ma jor Boarda.

The Compmission recommenda that Che President establish within
an apprepriate agency of the Executive Branch a conputerized
system for stovage and retrieval of informarion essential for
the administeation of grants-in-aid, formulation of Federal-
State-local {iscal policies and other policy and management
purposes., The Commission further recommends that the Congress
establish & similar aysatem co provide information for review
of grant-in-ald programe and for other legislative purposes.
The Commlasion recommends that tapes and othet data resulting
from these systems be made avallable toe State and loecal gov-
eroments.

D, GSimplification of Adwinigtrative Controls

Inder Federal ﬂranti

1.

15.

Lé.

The Commission recommends the epactment of general leglslation
by the Congress applicable to Federal grants-in-aid to State
governments , wherehy the Comptreller General of the Unilted
States would study and review the accounting and auditing sys-
tema of State govermments which receive Federal grants-in-aid
and ascertaln the peneral adequacy and integrity of such State
auditing and accounting systems; the Commiszsion further recom-
mends that for those Statee certified by the Comptroller Gen-
eral as meeting standards of adequacy and integprity, the re-
sults of State audica of expenditures of Federal grant funds
be accepted by the administering Federal apgency 1in lieuw of
fiscal audits by agency personnel, such acceptance to ceage
when and if the Compptroller Gemeral finds that the accounting
and auditing system of the particular State ne longer mects
the pre:cribed sStapdards. Finally, the Copmission recommends
that this avthorization be sxtended at che discretion of the
Comptroller General to units of local government receiving
sizeable grants directly from Federal agencies.

The Commigsion recommends the enactment of legislatfion pend-

ing in the Comgress to authorize the modification, at the te-
quest of a State and with approval by the head of the Federal
department or agency, of the single State agency requirsment

asgociated with Federal grants-in-aid to State govermments.

The Commizsion recommends the enactment of general legisla-
tion by the Congress, consolidating imsofar as possibkble into
A gingle Copgressiomal enactment a set of planming reqgoice-
nenes--bokth functicnal and comprehensive--to be applicable
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E.

17.

to Federal grant-in-aid programs, both present and future,
especially those concerned with or affecting urbasn develop-
menk .

The Commisslon recommends chat Congress enact leglelation which
woiuld effect an overall rather than plecemeal revision of Sec-
tiom 701 of the Housing Act of 1954, Specifically, such legis-
lation should employ Federal planning assistance to strengthen
comptehengive planning as an arm of elected chief execucives,
at Scate, areawide and local levels; reguire a closer inter-
linking of planning, programming and coordination at those
levels; and relate all federally aided functional planning to
comprehensive planning at the State, arcawide and local lewvels.
The Commizsion further recommends that provision be made for
State planning agencies, especlally in those States with on-
golng comprehensive State planning programs receiving Federal
fimancial assistance under Scctiom 7O, to review and comsent
upon all local and ateawide applications for wurban planning
assistance. The Commission takes no poslitlion a5 to the most
desirable location of respomsibllity in the Federal Executive
Branch for adminlstering assistance to State and local compres
hensive planming activities.

Etrengtheninzg the State Execubive and iglative Branches
as Effective Partners in the Federal System

18.

19.

20,

Z1.

22.

In order to achieve adequare intergovermmental fiscal coordina-
tiom and to strengthen State governsment generally, the Commis-
gion recommends the amendment of many State constitutions to
teduce greatly che number of separately elected State offi-
cials.

The Commission recommends thet where needed, State constitu-
tions be amended to permit Ehe Governor EBo suceeed himself.

The Commission fecommends State consticublenal and statutory
acclion, where needed, to provide a gubernarorial budget cow-
ering all estimated incose and expenditures of the State
goverament to be submitted co each seasion of the State legls-
lature.

The Commigslon recommends that each State develop a strong
planning capabkility in the executive branch of 1ts State gov-
ernment. The planning function should include: f{a) formula-
tion for the consideration of the Governor and the legislature
of comprehensive policies and lomg range plans for the ef=
fective and orderly development of the buman and material
resources of the State; (b)) provision of a framework for
Functional , dcp&rhﬂeﬂhﬂl and regional plans; and {c} aA%=
slatance o the Governor in his budget-making and program
evaluation roles.

The Commigslon recommends chat Stace copstitutiong be amended,

whare pesded, to authorize the Governor to reorganize the
admlnistrative structure of State government and ko shift
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functions among State departments and agencies with the ex-
ercise of such reorganization powers subject to a veto by
either houge of the 5tate legislature within a SPEthI&ﬂ
time peticd.

23. Im ortder to laprove the fiscal and program coordination of
Federal categorical grants going te Stace government the
Commission recommends that the States themselves provide
&quuatE Eunds and staff for this purpose; the Commission
opposas the wuse of Federal grant funds to provide staff or
facilicies for the immediate affice of the Governor.

24, In order to help strempthen the position of State governs
ment generally and to afford adequate time for legislacive
consideration of State financial particlipstion in Federal
granf=in=aid programs, the Commission recommends State
conStitutional or other =ppropriate action, where necessary,
to remove such restrictions on the lengkh and frequency of
gesslons of the State legislature as may lnterfere with the
most effective performance of ita functions. Specifically
the Commissgion recommendzs that the holding of annoual sessions
be given serious consideration in those States now holding
biennial sessions. Further, im order that legislativa
compensation not deter the helding of annwal sessions, the
Commission recommends that legislators ke pald on an sonual
basis in an amcunt commensurate with demands wpen their
time.

25. In order that the legislature may keep abreast on a policy
basis with Federal and State actions on cooperative programs,
the Commission recommends that the States provide for year-
tound professional staffing of major committees of their
State legislatures.

?76. In order that the State legislative voice may be heard in
the formulation, financing and operation of Federal grant
programs and other intergoveranmental matters, the Commission
recommends that State legislatures consider serfoualy the
desirability of charging--by resclutlon or other appropriate
means--eleccive presiding officers andfor chalrmen and vank-
ing members of Chose committees having jurisdi:tinn in fields
involving Federal-5tate relations with (1) following the
development of propoeged legislation in the Federal Executive
Bramch and the Congress, and (2) after appropriate consultation
with State executive officials, presenting the views of legis-
lators to congreasional committece considering new ot modlified
grant programs coming within the concerm of State legislatures.
The Commlssion further recommends Chat State legislatures
provide adequate funding for this activity.

*  Governor Dempoey dissenced.
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Volume 2, Metropolitan Fiscal Disparities

Greater Involvement of Frivate Enterprise

in Urban Pragramﬂ

1.

The Commisslon recommends that each of the industrisl or
highly urbanized States remove existing constitutional and
statutory bartiers bo Involvement of privete onterprise in
efforts directed etoward enlarging and revitalizing the eco-
nomic and fiseal base of thelr major cities, and that after
such action take positive steps to enhance private-public
cooperation in these endeavors.

Strengthening Local Government Organization
and Meighborhood Initiative

2.

The Commissicon recosmends the enactment of State legislation
empowering a Btate agency--or a local agency formatlon com-
mission--to (a) order the dissolution or consolidation of
local wnits of government within metropolitan areas, and

{b) enjein the use of an intetrlocal contract within the
metropolitan area when it Le found to promote [racticonal-
ization of the tax base without overrlding compensating
advantages; these actlons should be taken pursuvant to spe=
cific statutory standards, with adequate Eublic notice and
hearings, and subject to judicial review.

The Commission further recommends the amendment of Eormulas
providing State aid to local goveroments so as co eliminate
or teduce afid allotments to Small uwnits of local government
not mesting statutory standacds of economic, geographic and
political viability.®

The Commisslon recommends the enactment of State leglslation
authoriting large cities and county governments in metro-
politan areas ko establish neighborhood subunits of govern-
ment with limited powers of taxation and of local self-
government with respect to specified and vestricted functions
including the admimistracion of specified porticns of Federal,
State and local programs. Such subunits would be disacluble
by the city or county guvurning bady at any timg,*

In order to improve the fiscal and program coordination of
Federal and State categorical grants going to county and city
governments the Commission recommends that the counties and
cities themselves preovide adeguate funds and staff for this
purpose; the Commission appogies the use of Federal and Scate
grant funds to provide staff or facilities for the immediate
office of the Mayor or county executive.

£ 3

Governors Rockefelier and Rhodes dissenced.
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The Commission recommends that Congress amend Title I¥ of
P. L. 89754 to remove the population ceiling on local govern=
ments served by State information centers.

The Commission recommends the enactment of S5tate enabling
legislation where necessary and metion by city governments

to eatablish and Einance neighborhood information centers

and referral aservices to orient residents and migrants to

the demands and responzsibilities of an urban society and to
assist them in meeclng Lmmedfate soclal and economic needs.
The Commission alsoe recommends the inclusion in State enabling
legislacion of fiscal suppart for such cenmters. The Commission
further recommends that Federal agencies providing assistance
in cicy rebuilding and in combating poverty encourage the use
of grant funds for establishing and manning these centers.
Congress should provide incentives to States and communities
to encourage Chem to do this, not through separate new pro=
grams, but by amending pertinent existing grants to permit
Federal grant funds to be uted in this mannet.

Co Beducing Disparities in Educational Financing

1.

10.

The Commigsion recommsends that States add to their school
aid formulas appropriate factors reflecting higher costs
per pupll amomg disadvantaged ag compared to advantaged
children, sspecially in areas of high population density.
The Commizslon further recomsmends the ameadment of the
Elementary and Secondary Education Act of 1965 te authorize
the utilization of otherwise available Federal funde for
lncentive grante to States that make such revizgions in thelr
school aid formulas.

The Commigsion rocommends the epactment of Stace legislation,
preceded by constitutional amendment where necessary, estab=
lighing or authorizing an appropriate State agency o mandate
the establishment of county or rvegiomal school property taxing
districts; this is suggested for these States where achool
financing has not already been placed on a countywide or
regional basis.™

The Commission recommends Che enactment of State legislation,
preceded by constituricnal amendment where necesasry, authoriz-
ing the establishment by the State educaticnal agency of
educatignal facilities designed to make available on a mplti-
district basis a specializged educational capability, including
special personnel . to the children of the districes invelved.
The Commiseion furcher recommends that Stace goveroments pro-
vide appropriate financial incentives fer the creation of such
malti=-district facilities.

The Commission recommends the amendment of the Elementary and
Secondary Education Act of 1965 to authorize Federal incentive

® Governor Rockefeller dissentced,
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grants to S5tate and metropolitan educational agencies for
the establishonent of {a) county or regional school cexing
districts, (b)) specialized mulci-district faclilitles as
recommended herein, or {c) other areawlde educational
arrangementa te assist in equallzing fiscal rescurces with
educarional needs throughout the area.¥

. Improved Statistice for Hetropolitan Areas

11.

12,

L3,

The Commission recommends Ehe establishment of a national
systom for the collection, analysis, and dissemipnation of
social statistics, with full participation by Federal, State,
and local goevernments, with special emphasis uwpon the develop-
ment of such data for sub-State geopraphic areas (major cities,
counties, and SMSA"sY as well as Btate and national agpregabos.

The Commission recommends that the Internal Revenue Service
expand its reporting of income statistics for Standard Metro-
pelitan Statistical Areas to provide data for the unies of
genﬁral local government within such areas.

The Commisgion recommends that Federal, State, and local
officiale work roward the establishzment of data facilities
for measuring for major urban functions the comparative per-
formance levels of individual local units of government .
This effort should be undertaken preferably by existing or
new nengovernmental organizationa and should look toward
the establishment of optimal standarde, the collection and
andlysis of data, and pericdic publicatlon of cosparative
fipgures,

W

Cﬂngreasman Fountain dissemted.

xxix






Chapter 1

INTRODUCTION

Much of the fiscal imbalance within our federal system can be traced to
8 revenue suppott for State and local governments that is something more than a
three-legged stool, but less than a scurdy four-legged structure, Three powerful
fiscal inpstruments now underpin most of State and local governments' response Lo
America's major demestic government needs. These goverrments depend on property
taxes (526 billion), consumer levies (521 billicn), and Federal copditional grante
(417 billion) to finance their burgecning obllgations--the education of our youth,
the care of the poor, the prevision of etreets and highways, and the maintenanee
of low and erder in our communities. While increasing at @ relatively fast rate,
the revenue support provided by income taxes (37 billion) still falle far short
of Ehat provided by the “big three" State and local Tevenue sgurces.

The relatively poor support performance of the State income tames has
prompted "rovenue sharing” advocates to urge the Congress to build up this
"fourth" leg of tha State-local revenue support system with some of the proceeds
from the Federal income tax by carmarking it for State and local governmenta on
a "no strings basis." In the view of these advocates, adoption of this policy
would promote & more equitable and balamced use of revenue ingtruments, enhance
the ability of State and local governments to solve their own problems, reduce
State and local dependency on Federal conditional grants, and correct a growing
fiscal imbalance between the Hatiomal Covermment and State-local governments=-an
imbalance attributed to the Natiopal Government's superior tax gathering ro-
gources In general amd to 1ts Intemsiwve use of the Incoms tax in particular, Tts
advocates view revenue sharing, the infusion of Federal income tax revenue into
the State and local revenue system, as & flscal dnnovation that is necessary to
protect the political integrity of & decentvalized system of government. Without
A stronger revenus base State and local government will mot be able to underwrite
the nation's growing expenditure demands.

deveral slgnlficant developments strengthen the case for those urging
a "new deal" in intergovernmental fiscal arrangements., Confronted with uwnre-
mitting expenditurs pressures, State snd local policymakers hawve demonstrated
remarkable political courage in raising tewes in gemeral and property amd con-
gumar levies in particular. In less than 20 years State and local property and
consumer levies have increased almost fivefold, from 38 billion in 1946 to $47
billion in 1987, Owver half of this unprecedented incrpase is directly attribut-
akle to new and increased taxes; less than half te the response of old baxes to
national growth.

This heavy pressure on property and consuser levies podes shacp equity
and fiscal problems. Unless the subsistence of low income families is shielded



from the reach of property and gsaleg tax collectors, the prudurtiuity of thesge
powerful revenus instruments is bound to bBe jecpardized by growing public pretest.
The demand of elderly homeowners for property tax telief {% becoming e:pqninl]y
strident, and public opposition to bond issues is becoming more apparvent.

The wiliingness of Congregs to Borh gupport and stimulate State- logal
expenditure affnrts has also generated congidecable palitical and administrative
concern,. The increage in Federal conditional aid Erom 53 billion in 1956 to ap-
proximately 517 billionm in 1967 has prompted political misgivings from porsons
Eavnrably disposed to the dispersion of power and authority. They wiew with
alarm State and local gﬂ?nrnﬂuntt' growing dependence on Federal aid with expendi-
ture strings attached because it permits the Hational Government to maéke many
critical political decisions comncerning the allocation of public Sector resources
in fieds heretofore the province ofF State and local government.

Equally important, the rapid proliferation of Federal aid programs is
causing apprehension even among those generally disposed in favor of a scrong
national position. Their coneern rvms to administration and problesms of manage-
ability as grant programs overlap and duplicate ome another. The enormous pro-
ductivity of the Federal income tax stands out in sharp contrast to a continually
threatening State and locsl fiscal situation. Confronted with steadily riasing
expenditure demands, State leglslators must rely wpon a far less productive tax
system amd are hobbkled by the fear of Interstate tax competitfon. They must grops
their way through the croesfire laid dowm by those wrping greater outlay ol State
funds on services to their citizens and those demanding tax reliek.

The filscal crisis in the Wation's major cities powerfully underacores
tha fact that even the construction of a balanced tax system at the Scate level
will not ingure an effective amd egultable intergoversmental fiseal syseem. The
growing fiscal disparities on the metropolictan front point up the unequal dis-
teibution of needs and resources among jurisdictions within the same eccomomic
community, In comparison with thelr suburban neighbors, many major cities are
extresely short on cax resoutrces and long on expenditure requirements,

Inctna&ingly these local juri:dictinnt are bturning to the Matiomal
Goveroment for Financial aid. However, as this Comuisggion has warned in the pase,
if the 5tates lose contrel over the metropolitan problem they lose the major
responsibility for domestic government in the United States and in turn surrender
any really significant role in the American federal system.

These fiscal developments, &Singly and in combimation, constietute a clear
and present danger to both the spirit and substance of federalism=-the systematic
dispersion of political authority among Federal, 5tate and local governments,

Degplte the powerful centralizing trends of the last £ive decades; the
bages of American federalism remain scromg. The eighteenth cenkury political
plan to diffuse political auwrhority ieg still embedded in our Comnstitution. In-
degd, chis Coemission necessarlly proceeds from the assumption that for the [ore=-
secable future there will be no basic changes in our formal constitutlona]l arrange-
ments for a Hational-State system, in congrast to & wnitary or single-lewvel form
of povernment.

Fedaralism is also seared into the American political walue system. It
is safe Eo asewume that despite the growing sdministrative and financial inwvolve=-
ment of the Federal Govermment im the domestic public secter, the concept of
"grass toots” government will continue to enjoy strong popular support.



Federalism alsc draws itas strength from secial realicy. Despite the
Nation's growing economic and cultural interdependence, our soclety is still
pluralistic--a Hation of diverse regional and local attitudes and needs.

The Cowmiseion placed the subject of Eiscal balance on its study agenda
at a time when there was a firm prospect of a Federal revenue Surplus and an
jntensification of revenus stringency at the State and local lewel. In this
context, "the figcal balance” issue appeared to himge largely on how best te de=
ploy part of the Federal surplus to relieve State and local deficits and to im-
prove the quality of the combimed Federal-State-local tax system.

During the intervening months, the precccupation with excessive Federal
surpluses was pushed to the background by the growing conceérn over a record
Federal defieit and the threat of inflationary pressures culminating in the Admin=
istration's request for tax lncreases. There has been no lessening of fiscal
predsure on the State and local fromt. That problem, especially the revenue
pressures on the older imduscrial citlies, 45 actually becoming more critical as
the demands of the underprivileged become more strident.

At thisz time, when the Hatfon is debating the appropriate response to
the Administration's request for higher taxes and when the prosgpective budgetary
gituation remaing uncertain, we are impressed with the hazards of prescribing a
aingle, simple solutiom to the manifestations of fiscal tensions im the American
federal syestem. We are convinced that the futurg of fiscal federalism must be
built on firmer foundations than the fluctuating outlook for the Federal budget.
Cur need is for a broader, more balanced Federal-5tate-local approach to fiscal

policy.

In a wery real sense, therefore, this stwudy of the Fiscal balance in our
federal system entails am assessment of Che contribution that Federal, State and
local govermments can make to our national obhjectives and aspirations--to the
well-being of the American peopla.

Our evaluation of more effective means of financing the nation's domes-
tic requirements has unearthed a bewildering number af ptapﬂ&alﬂ to improwve our
intergovernmental fiscal arrangemant, In evaluating relative merits of the vari-

our proposals, we have been guided by the critical values we deem necessary for
pregecving a stromg and viable federal system of government.

We halie he g 551 als 111

for a subsrantial chan £ neing the in B

gvstem should be consisgent with the basic requircments of
federalism==-a brosd scope for decentralized decision-making and
a substantisl role for chae Statas.

We beliewe further that any proposal calling for substantial
fncreage in F is ] 1d:



Progerve and, If possible, enhance Scate end local fiscal

effore;

Further the achievement of national policy poals, including

provigion of positive supporc for Fedoral tax apd expenditure

Eg]jix Ebjz;tivuﬂ; and

Compensate for the fiscal owverburden imposed by the heawy

congentration of hich cost cicizens in particular govern=

t 5d ignd and the increasing absence of selif-

supporting taxpayers in those jurisdictions.




Chapter 2

STRENGTHENING THE BASIC STRUCTURE OF FIsCAL FEDERALISM—
FINDINGS AND RECOMMENDATIONS

Whether meaguted in terms of the number of grants, their dellar magni-
tudes, or thelr effects on Infergovermenfal relationships, fhe Faderal categor=
{cal grant-in=-did, the principal topl of Tigeal federalism for a century, has
had near explosive srowth simce 1963, The impact of Pedersl sid om State and
local govermment over the pasttwo decades has been felt more acutely by Gover-
nors, State legislative leaders and budget officers. Many of Lhem believe that
the incteasing number of prant programs has led to greater Federal Interference
in their adminisfrafive and poelficy roles and that of Takte grants hdve tendod £o
be loss stimalaFive and most cocreive in their impact. At the mational level,
theres has aless besn a prowing recognition of problems mssociated with mamageabil=
ity and administration of & barge ndmber of parrowly defined categorical aidas

A hard laok at the Federsl aid svatem reveals a second major deficiency:
a Eailure to soft aut clearly the hasic purposes £or which the Wationd]l Gowern-
ment should extend gid ta State and local goverpments,  The classic objectives
gf figesl aid==pgualization, stimglation, demonstration dnd general suppott=-
are not clearly differentiated under the present atd systems —Inthe Comaission’s
wiew, the peed I8 wrgent to sort out these basic add objectives and to introduce
a greater degree of "flexibility" into the entire aid system.

NEW FEDERAL AID “MIX"

Recommendation No. 1

The Commissbon concludes that to-meet the needs of twentieth

century America with Tte critical urban problems, The exizring

intergovernmental fiscal system needs to be significantly

improved. Specificallw, the Commission recommends thar the

Foderal GCovermment, recopnlzing the mesd for Flewibility in
Llae Lype GE - gupport it -providesauvthorize a conbination of




Fedefal cabtegorical grants-in-ald, general Tuncilonal blac
grants—and per capita gederal support payments: Fach of

thess mechanisma is designed to, apd shouwld be wsed to, mest

gpecific meodsy EhHe csbeforical prant-in-aid fo afimilite
amd support proframs jn specific areas of netional INtErEET
and promole experimentation and demonstration in such arzeas:
bloe grants, throtgh the céngolidation of existing apecific
pranta=in-aid; to pive States and jocalities greater flexi=
PLlity in mecbing needs io broad functijopal arcas; and general
SUPPOTL pAvmonts ofn 4 per capila bagis, adjusted for wvariations
in tax effort; to allow States and localitics to devise theit
o prograse and sel their own priovities to help solve theiv
widque and most crucigl probless, Such SEnerdl Support pay—
menta—could bemade toeither State or sajor local wmits of
povernment Lf provislon L6 wmade Lor ineguring that the purposcs

fop which thew are spent are ool in comflicl wivh oy existing

. &
copprehensive State plan-

A ney mis of Fadaral ald would have Tmporfant advanbages,  FirslE, the
extenzion of brogd Tunericnsl Federal sid and the inleigrion of Faderal genegal
aid would maximlze the sdvantages of decentralized deciston=making by piving
State awl tocal policymakers greater freedom o settiog thetr owoexpenditube
priorities. Because of great diversicy in domesclic govermmeneal nseds across
the nation, greater freedom at the State-=local lewel {s the necessary budgetary
corollary to an efffclent allocation of public Tasources.

Socond; this tecomeended policy would reditect the categerical system
into those areas where esach bype o0 2id enjoys clegr-cub advantages.

Thixrd, the call for gameral support grants clodrly tocognizes the teve-
nus=raising euperiority of the Federal Government==a guperiority reflectsd boch
by the preater growth in the yield of the Pederal incometexes as the economy
expands and by the sulnerabllity «f ftace and logal governmente fo intecjurisdic-
tional Fax competifion.

] Sratements of roseovation and dissent submitied by Chairmoa Bryaat, Score-
Eary Fowler, and Mayor Haftalin are presenfed on pages |1 god 17



Categorical Ald Overhaul

The present grant=in-aid neede major overhauling. In terms of manage-
ability at least, the law of diminishing returns applies te the steady prolifera-
tion of Federal categorical grants, Elsewhere in this report we emphasize the
need for a drastic reduction im the number of separate ald categories. Begin-
ning with such a reduction, the existing system could evolve toward a pattern of
very broad categories, accompanied by planning and other requirements for the
ucilization of funda. But equally important, aid would have to be provided in
magnitudes more commensurate with the intensity and seriousness of the problems.

Broad Functional Grants

The evolution in intergovermmental fiseal arrangements clearly pointe
to more intemsive use of the larger and broader functional grant. The Partmer-
ship im Health Act is an illustration of this kind of approach. This is & very
effective method for teconciling naticomal policy objectives with State and loecal
fiscal and program requirements.

An expanded program of grantes in broad funetlomal areas can zero in on
critical problem areas such as urban poverety. This fact gives this approach the
highest rating from #n efficiency standpoint. A steiking fact emerges from the
Commigsion's analysis of fiscal disgparities in metropolitan areas: between 1957
and 1965 the growth Ln State and Federal ald had the effect of slightly widening
the disparities rather than narrowing them. This demonstrates the need to give
our Intergovernmental aid system greater equalization power below the State levwel.

General Support Grant

In the Commission’s view, the case for Federal general support payments
te State and local goveraments on & per capita basis adjusted for variations in
tax effort ls compelling and is supported by a broad range of considerations. It
ig the logical "next step" inm the evolution of Federal assistance for domestic
govermsental purposes.

Because general support payments would place 3tate and local governments
in & better fipancial position to solve their own preblems, the federal system
would be consequently strengthened. The infusion of this type of Federal aid
would strengthen the financial bage of State and local povernments, while the
unconditional character of the grant ig in keeping with the objective of provida
ing broad scope for decentralized decision-making. When adjusted to reflect vari-
ations in tax effort, it recognizes a substantial role for the State. The State
that assumes financlal responsibility for programs administered under its juris-
diction would be rewarded for poing the extras mile om the tax-expenditure voute.

General support grants harmomize with one of the strengiths of the Amer-
ican system--its diversity. States and localities must take different approaches
te problems and all benefit by their experimentation. The Hotional Government
has a clearcut interest in creatling a figcal envirenment that is conducive to
experimentation. If the benefits of diversity are to be exploited, and indeed
enhancad, the Hational Government must help create a fiscal envivonment that will

enable States and localities to exercise wide latitude in determining their bud-
Eetary priovicies,



Hosi Efates Bawve made a rather Impreszive Cax increase record, and-a
tew States a commendable ef[OTE Eo make thair highly regressive sales and prop-
erty taxes somewhat more bearable for low inmcome Families. A goneral SLate and
toeal Fiscal problem of major proportions remains, however; so long as expendi=
Lures—consisbently ovtrun—the natural growth—in Scateand local tax—yields:

A program of Federal per capirfa general seppart grants would operate In
the right direcrion from the srandpoinl ofF intorstate equaliczation and could be
adjusted to serve g d powerful equatization instrument below thie State level,
A&-percapita distribution formula would produce a moderate degree of equaliration
between—wealthy and-poor States;—providing atthe zametime the mostaid tothe
were populous States. TL the poorer Staces were gllowed Lo share more than
proportionally in the per capita general support program, the equalization effect
wonld be HWIghly significant.

Hore imporcant; Such & goneral support plan has the potential for sub-
stantially reducing disparities bebtween the relatively affluent suburbs and fis=
cally hard-prassed cities. For example, 1f Federal general support were distrib-
uted to locdl governments on the basis of noneducational expenditures, 1t would
Eo & long way toward telioving the conteal city “owverburden” due in large parckt
to the hesvy concentation of lTow income persons inm the major clitles.  Mew York
Cicy with approximately 45 percent of the State's population accounts for over
G0 percent of all local gowernmental expenditerse for ponedecational purposss in
Mo York State, Hewdrh, with approwisately 6 percent of Hew Jersey's popelation,
aecoumts for almeskE 1Y percent of all local nomeducafional exponditure in Ehe
Skate of Hew Jersey, I SE. Lmils, Fhe Fabis of ponsducabional expendibires Eo
population iz alsest 2 to 1. That cicy has about é pereent of the State's popu=
lation but must finance 31 percent of Missouri's local nomeducational expendi=
Cured.

TE properly structured, general suppert grants could thus reinforce
Hational Govermment urhasn pollicy objectlives by reducing fiscal tensions batwaean
suburbia and the central city, and strengthen the fabric of an urban dmerica,
Horeover, because general support performs & vital equalizscion task; it is rela-
ciwaly free of the charge that 1t Jdivorces tax and expenditure responsibilitias.
The reduction of intergovermmentzl fiscal disparities is a prime responsibility
of Ehe Matiomal Covernment, particularly In view of its superior fiscal capibkil-
ikv.

The—general support technique holds real promise interms—of helping
States and localicles o defrav the overhead costs of bundling miny cefeporical
and Bumctiona]l bloc pgrants Into effective service packapes, Thus 3¢ could serve
Eo_emphasize the Infarrclationship botwcen various types ol aidd. HOTEOVEL, geli=
LAl SUpPPOCL assistance would overcoms some of the handicaps sald to occur im
smailer and poorer commmities that lack the talent for “"grantsmanship" that is
required to take oprimum advantsge of categocical alds,

Tte "Puﬂ:-ThrnuEh" Tysupe

The most controversial agpect of this general Support oF revenus-gharing
propoeal is the marmer in which Pederal gemeral support funds should be routed-to
local governments: —The Commission does not—take the dectrinaire pesition that
all funds weuld have to bhe fuaneled Lheough the State, nor on the ather hand does
it advocats a bypass-Che-State policy. The Commission & posibion is that LI Com-
gress decides bo distribule feneral purpose aid directly to local governments, it



should recognize the potential coordinating rele of the State by insuring that
local govermments do not spend Federal genmeral support funds on projects or pro=
grams in conflict with comprehensive State plans.

A State planning requirement would encourage States to meet thelr respon-
sibility for plapning and coordinating the orderly and effective utilization of
tho State's physical and human resources. We do mot view such & provisoc as an
invitation to diseriminatory actiom by any State. It would not affect the com=-
poments of any distriburion formula laid dowm by the Congress. The money "dua"
the lecality under such a formula could pot be diverted to other localities or
to the State itself. Howewar, such funds could not be expendsd in ways prohib=
ited by the Seate's development plans,

This Commission recognizes that the times are not auspicious for imitia-
ting the weonditional distribution of Federal Government resources, and that
many recently enacted Federal programs are not adequately funded. However, Fed-
egral aid is projected to rise substantially owver the next decade, affording an
opportunity to channel part of this incredse into general purpose grants to State
and local governments.

Moreover, once we cut through the fiscal gloom occasioned by Viebnam
requiresents and take & Tealistic view of the revenue growth potential of the
Federal income tax, it becomes readily apparent that 2 general support proposal
makes good long=-range flscal sense. If military outlaye decline, the Hational
Government could comcalvably be confromted with a surplus situvation in a few
vears, assuming normal incredse in existing Federal programs, Thus, due to the
enormous growth potential of the Federal income tax, we could once agaim be con-
fronted with the fiscal wismatch situation--affluence at the Mational level and
relacive stringency in State and loeal gquarbere--with Lfus perveras fax covollarty,
Federal income tax reductions and State and local tax increases.

We do not share the concern, expressed by some, that general support
grantes would radically reduce the pressure om States to strengthem their own tax
gystems; nor do we share the fear of separating tax and expenditure responsibil-
ity., While it is trwe that each dollar of Federal general support aid Feduces
somewhat the need to raise tax revenue &t the State and local lewel, for the
foreseeabla future there 13 no reason to beliewe that general support payments
would reach such magnitudes or that the pressure to increase State and local
expendltures would diminish teo such an extent as to obviate the need for further
State and local tax increases. Meoreover, within this realistically modest range,
a greater reliance on the income tiax and somewhiat less pressure on traditiomal
State-local levies would add to the progressivity of the total tax system, Folit-
ical reslities will hold general support payments far below a level that would
frea the Staces and localities from pressure bo veise revesus from their osm
sources. To put the lssue more sharply, there 15 no reason to beliewve that the
Congress would turn over the kays of the Federal Treasury to State and local
officials.

In fact, under the Commission's proposal Congrese iz urped te build
relative tax effort into the general support program as a precondition for receiva
ing "no strings" Federal assistance. These natural lines of defemse surely will
suffice to encourafge States and localities bto exploit thelr own tax resources to
the fullest extent prdacticable. Moreover, States and locslitles might be well
advised to use general support funds [0 meet transitional costs of realigning the

distribution of tax burdens on more equitable lines to the net benefit of the
public,



By the same token, it is highly wnlikely that Congress would pemmit "mo
strings" monoy to drive gut categorical aid mosey. As long ad Congress holds tha
putse strings, it will be wnder unresdtting pressure ko attach conditioms to its
grants in ovder to make sure that natiomal expenditure policy objectives arve
realized with tax dollars collected from a natiomal revenue system, This pressure
will serve as & powerful countervailing force to the demands of S5tate and local
officiale for ever larget shareos of unconditional aid.

This Commission rejects the argument that unconditional assistance would
be friteered away by the irresponsible anmd capricious acte of State and local of-
ficiale, Ewven a cursory examination teveals that educatlion, health amd welfare,
and highway needs determine State expenditure priorities in wery much the zame
way 4g they influence Congressional aid decisions. Moreover, the charpe of irre-
apongibility imvariably rests on the hizhly questionable tendenmcy to generalirze
Erom a few particular instances. There 1s also the obwvious rejolnder that if we
want State and local palicymakers to assume a more responsible part in poverning
and gervicing the needs of the American people they must be treated as responsi=
ble partners in our federal system.

While from a strictly budgetary standpoint It can be argued that the
variouws mathods Tor alding State and local goveroments==i.e., revenue sharing,
Federal tax eredits, complete Fedoral assumption of welfare financing responsi=-
bilitles and more geanerdud Federal supporc of either nacrow -e:n.l;nsnr'l_r;:al or brogd
functional gids=-are compeditive, the point must be emphasized that it is neces-
sary to take a broader view of these se-called altermatives. Each approach has
its own fiscal and political strengths and weaknesses: none 1s a panacea for all
the ills of our intergovermmental fiscal system.

The interests of fiscal federalism are best served by receognizing this
fact and providing the proper combinatiom of remedial ingredients necessary to
strengthen our fedetal system. Categorical aids will wmdoubtedly continue to
serve the Hatiom'"s needs well, especially for purposes of stimulation or demoms=
stration, in those instances where the naticnal interesat in areas of traditional
State-local concetn are ¢learly identified. The Commisgion is heartensd by the
Partnership in Health Act of 1966 which was designed to "decongest the categori-
cal arvteries"” with a functiomal bloc grant that allows States and localities
necessary latitwude to work out appropriate programs in a field where Federal sup-
port i8 warranted.

Racently, the Coamission recommended a patrtial Eax credit for State and
local personal locome taxes against the Federal income tax in ovder wo offset the
deterrent effect which iptensive Federal use of this levy has had upon the State
income tax movement. In effect the Adviscry Commigsion's taw credit propoegal in
1965 was degigned to restore bto the Scates the personal income tax cption--a tax
policy alternative that has become less attractive to State politiecal leadership
as Federal use of this tax has become more intengive, If States are to remain
viable, they should bave an epportunity toe tap this first-rate revenue source
under political conditions that make it ne less attractive than general recail
sales baxes.

But contemporary Ametican federalism alse requirea another new approach:
one in which there is the widest posaible scope for developing State and leocal
golutions to State and local problems in contrast Eo a solution prescribed by a
Federal categorical gramt. Such an approach iz typified by the peneral support
grant.
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Dppu:inﬁ Views

Governor Bryant's Ddssent on Rec ndation Wo. 13

In my view, the revenue sharing concept containg many far-
reaching fiscal implications for cur federal system., Con-
celvably, in terme of its future effects vpom fiscal feder-
alism, Tevenue sharing could rank in significance alongside
the adoption of the Sixteenth Amendment. TIn the absence of
widespread agréement as to the desirvability of such a change
and in the absence of affective and specific checkpoinks or
conditions moverning revenue sharing, I cannot suppork the
concept at this time, Furthermore, the goal of complete [is-
cal equalization emong States which is advanced by some of
the proponents of revenue sharing iz one that I am not ready
to accept. I still beliewe in an Intergovernmental system
that mot only permits buk encourages a reasonable degree of
fiscal self-determination by the States with consedguent diyer-
sity in their tax and expenditure policios.

oor Fowler's Dissent on Recommendatiom Mo. 13

I am in agrecment with thiz recommendation insofar as it calls
for a more flexible grant-in-ald system and for comsolidation
of grants into broad functional areas. 1 alse strongly favor
mote State and local partieipation in the development of joint
governmental programs, The Administration is taking actiom
along these lings in careving out the President's directives
in his message to the Congrese on "Juality of American Govrerm-
ment" om March 20, 19467,

A b0 methods of giving additional asslstance te State and
lagal govermmembe beyond the present programs, many alternd-
tives have been advanced ineluding: substantial Federal tax
cteditas Eor State income taxes; Federal assumption of a larger
share of welfare costa (either directly or through such de-
vices as guarantecd income or nepgative Income tax); expanded
urban programs with adequate funding of the Model Cltles pro=-
gram and mote Elexibility provided through an wurban develop=-
ment fund which merges different grant programs; amd general
support grants with 2 wide range of proposed formulas for
distributing funds to States and bo localities,

In my view, it would be premature Lo choose at this time
between these and other alternatives, and, consequently 1T do
oot endorse making a recommendation in this ares at this time.
We are faced with extremely heavy demands on our Federal fis=
cal resources. Even in The post-Vietnam pericd there will be
many claimants for Federal expenditures and for tax reductiom.
East of the alternatives proposed involves large amounts of
mongyv. Some of the now grant programs which dare now gimall will
certainly inerease, and the plight of our cities, 80 well docu-
mented in this report, demands that our urban programs cxpand
substantlally. Furcthermore, a proposal in principle is far
from bheing a fully developed proposal. All the alternatives
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involwe difficult problems of implementation relating to cech-
miques, intergovermmental relatiomnships, standards and the like,
and a wide difference of oplnlon presently exists as to the
proper selution of these problems.

Mayor Waftalin's Partial Dissent on Recommendstion No. 1:

I am in complete agreement with this recommendation except for
that portion of the last sentence which introduces a comprehen-
sive State plan proviso,

I believe local governwents, especially the large cities, are
in & far better pesition in cerms of personnel capability,
knowledge and interest to establish needs and setr program pri-
eovities within their boundaries. States have yet Lo demonstrate
a4 gufficient sense of urgency about urban problems let alone
develop the competency to make thisz State planning reguirement
work,

STRENGTHENING THE GRANT SYSTEM AT THE FEDERAL LEVEL

The Commission views the widespread dissatisfactlion with aspects of the
Federal aid system as & great opportunity to introduce mew methods of channeling
Federal funds ko State and local govermments. Even ardent conservatives concede
that & tember of categorical or functional grants are here to stay regardless of
the make-up of future Congresses, Yot it would be desirable from their point of
view to replace some of them with other forms of aild in order to promote State
and local independence and individual self-reliance. Those who eapouse general
aupport paymenks as a means of inculcating 2 higher degree of progressivity into
the Federal-State-local mix are quick to emphasize that many improvements could
be made in the Federal aid svstem. BEwen the most staunch defenders of the cate-
gorical system have come to recognize that certain reforms are needed if the
grant device is to continue as an effectiwve wehiele for Intergovermmental comity.

In the four years from 1962 to 1966 the mumber of separate grant author=
izations more than doubled, from 161 to 379. Seventeen departments or agencies
now administer one or more grants; and for eight departments or agenciles, imme=
diate administrative respomsibility i assigned to 38 separate major subunits,
such as bureaus or offices, Many of the grants are for closely related functioms
and activitics.

Evidence from public officlals at all levels of goverrment indicates
that the profusion and excessive categorizstion of grants has had adverse conse-
quences . State and local officials cowmplain of an "informatfion gap"--confusion
and uncertainty as to what grants are available, who administers them, what the
varying requirements are, how closely related grants differ, how to go about mak-
ing proper application. The information gap gives an advantage cto the larger and
better organized States and cities in getting Federal money. LD encourages
"grantmanship," a game which has attracted private consultants who, for a fee,
guide the potential applicant through the maze of bureavcratic procedurss and
compllcated catalogs of available grants.
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The functional line agency specialists at State and local levels are
likely toe be well-informed abeut grants relating to their particular programs be-
cause of long-established channels to thelr counterparts in Federal bureadus.
Chief expcutives, on the other hand=-Governors, Hayors, county executives--have
fow built=in lines of commmication. Consequently, they may find it difficult
to carry out their basic respomsibility for overall coordination and assessment
of the impact of many individual grants en the total service needs and fiscal re-
sources of their State or locality. Even where chief executives are properly
informed, the inflexibility of many separate funds and requirements makes it dif-
ficult to mobllize available resources==local, State and Federal--for the most
effpctive combined atrack on community problems. This problem becomes more
gserious ag we increasingly recognize the necessity for a comprehenalve inter-
functiomal approach to cope meaningfully with the most critical problems of human
and phyeical development at the local lewel.

Excessive categorization imcreases the pessibiliey of overlapping and
duplication among grante. It may enable eligible applicants co “play off" two or
more Federal agemcies against one another, especially when the grants have differ-
ent matching ratios.

Obviously, something must be done to simplify and reduce the number of
geparate grant categories; of late there are encouraging signs of concern and
action at the Federal lewvel,

Under the leadership of the Secretary of HEW, whose department adminis-
ters over half of the 379 grants, the Comprehensive Public Health Planning and
FPublic Healch Servicea Amendments were developed in 1946 and were enacted by
Congress. They provide for consolidating some 20 categorical grants, such as
those for eontrol and prevention of tubereulosis, cancer, heart disease and ven-
ereal disease, and establish a single set of requirements, a single authorlzation
and a single appropriation.

Hearings of che Senave Subcommitiees on Intergovernmental Relatioms amd
on Execulive Reorganizacfion in 1986 spotlighted the problems of coordimating the
profusion of grancs. Leading Administracion officials have sald that the prolif-
eration in numbers hampers che effective execution of both new and continuing
Federal programs,

In his meszsage on "The Qualicy of Amerlcan Government' In March 1967,
President Johnson announced that he had reguested the Dizector of cthe Bureauw of
the Budget to review the range of Federal grant-in-aid programs to determine
addieional areas ready for conmsolidation.

Deapite these favorable portents, the prospact Eor reductions in the
number of categorical grants is dim. Consclidation ie a process fraught with
difficulty. Categorical grants have evolved in response to certaln policy and
"practical" considerations, and while such considerstioms can hardly justify
predent excessive categorization, they cam ralse substantial obstacles of a con-
gressional , bureaueratic and interest-group nature. The complexity and divergent

program goals of the grant structure can &lse Ttetard the development of workable
consolidations.
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Grant Consolidation Plans—
Recommendation No. 2

The Commission recommends enactment of legislation by the Con-

gress authorizing the Freegident to submit grant comsolidation

plans, such consolidations to be transmitted to the Congress

and to becoms effective unless rejected by elther House within

a period of 90 days.

This preposal calls for Presldential authority to submlt grant comsoli=-
dation plans to the Jongress umder a procedure simdlar to that used for adminis-
trative reorganization plans. This approach to consolidation has been incorpor-
ated fn Title VI of the proposed Intergovernmental Cooperation Aet of 1%67. Each
plan would involwve a consolidation of individual programs within the same func-
tionel ares. IE would plece adminmictrative respomsibllity in ome Fedsral agency,
specify the formula or formilas for making grants, and describe the differences
etween the new formula and these under each of the programs belng merpged. It
would becoms effective at the end of 90 calendar days of continucus sesslon of
Congress after the date of tranemittal wnless elither House passed a resolution
opposing the plan,

The Commission favore prant consolidatiom by Prosidemtial submission of
& proposed merger because Lt would:

o Allow development of grant proposals within the Executive
Branch which reflect operating experience;

o Faeilirate elimination of conflicting, overlapplog and
uncoordinated requirements and procedures;

¢ Encourage development of programs incorporating broader
national objectives and offering quicker response to chang-
ing conditions;

& Preserve congresslional discretlem to determine sajor pro-
gram cbjectives by the requirement that comsolidation plans
"lie on the table" for 90 days;

¢ Be no different in terms of the comstitutiomal prionciple of
separation of powers than the transfer of a function of gow-
ernment to & new agency under 4 reorganizatiom plan.

Since the political difficulcies in grant combinatiom are high, the Com-
mission believes that it is in the interest of the Congress, the Proaident and
the people-at-large to lessen these difficulties somewhat threugh the adoptlon of
the "reorganization plan approach.” Undoubtedly, were Congress willing to grant
the consolidation authority, more consolidations would take place than wnder the
normal legislative process. Special interests opposed to consclidation would be
leas able te exercise negative Lnfluemes through delay and other tactics. IE the

goal 15 consolidation, themn this appreach is the meat effective means of achiew=
ing it.
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Reduction in Mumber of Federal Grants—
Recommendation No. 3

The Commission recommends that the Congress and the President
strive boward a drastic decrease in the m=erous separate auth=
orizations for Federal grants--adopting a5 a general goal a
reduction by at least half the musber; specifically the Commis-
slon recommemds a& a modest beginming, the following major com-
solidations: (2} elimindtion of all cateporizarion and carmark-

ing from the wocational education propram to provide in effect

a_single vocational education grant to be usable in specified
fields but within the State allotment im such amounts amemg the
fields as determined by the State; apd (b} copsolidation of the

exigrd rants for water and sewer nstr o1 oA

gingle guthorization to be administered by a single agency.

The Commission believes that it is both desirable and feasible to reduce
the number of separately authorized Federal grants by at Least a half, withoat
agerificing the szsential controls assoclated with a so-called functional grant.
The Comission doesa not concede that protection of the Federal Interest reduires
specification in advance of the amounts to be expended within precise categories.
This is not to say that it 1s inspproprilate for Comgress and the adminlstering
Federal agency to indicate general aress of desired priority. The Federal agency,
through the process of project approval or plan review, is able to "blow the whis-
tle" {f the proposed usage of funds departs too far from congressional or execu-
tiva fntent. In brief, the Commission bellieves that major consolidation is a must
if intergovernmental administrative chaoas ie to be avelded.

In the Commdission's wiew, two functional groupings==vocational educatiom,

and water and sewer facilities==-pffer compelling opportunities for immediate ac-
tion.

Vocational Education

The wocational education program has been characterized over the years
as one of increasing categorization, accompanied, it is true, by some increasing
flexibility in recent wears for the eransfer of funds among categories at the
State lewel. As long as ten separate categories exist--ranging Crom the early
Smith=Hughos and George-Barden programs to the new authorization added by the
major legislative revisions of 1963--unnecessary complexity is created for the
States, and an unnecessary and unwarranted degree of Federal specification of
catagory priority will remain. The Commission balfeves that a single vocational
education grant should be created with the usage of the grant limited to specified
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occupational fields deemed to be im short supply or etherwise of natlonal concersn.
It should be up to each Btate to weigh the priorities among fields and make appro-
priate determinations. These determinations would be subject to negetiaticn im
generdl policy term2 in the course of the submiselon of the State vocational edu-
cation plan.

Water and Sewer Facilities

Of all the prant programs enacted by Congress, those most critlelzed for
thelr overlap, conflict amd duplication have been to support water and sewer line
construction, both in wrban and rural areas. Two separate programs are adminis-
tered by the Departments of Housing and Urban Development and Agriculture (Farmers
Home Administration). Consolidation of these two grants raises problems of inter-
departmental jurisdiction that are not present in consolidating wocational educa-
tion grants.

Separate authorizationg for water and gewer Facilitics grants stem in
part from the congressiomal committes jurisdiction pattern. Urban problemsa are
the concern of one commictes and rural problems the concern of another. Separa-
tion on the basis of mural or urban location seems highly dublous from the point
of view of applicant, engineering considerations, and economical grant-in-aid
administration, particularly when the "rural" applicants are frequently in
urbanizing arcas.

Administrative difficultlas are inevitable in a situvation where two dif-
ferent Federal departments provide grant assistance for essentially the same type
of facllity. The two departments have attempted through interagency agtecment to
ayold duplication and assure that applicants are directed to the program that
sults their needs and do not "play off" one agency against another. They have
developed a standardized preliminary application form to coordinate their appli-
cation and approval procedures. Theit cfforts have succeeded omly partially in
reducing confusion and delay in getting projects om the way.

The Commdssion beliewves that the case for consolidating these programs
into a simgle grant is compelling. The problem here is not so such the consoli-
dation of the substantive aspects of the grants but rather the guestion of which
ggency should administer the combined program and indeed, whether or not it is
administratively and politically feasible Eor a single agency to carry om this
function in view of the essentiality of water and sewer services to many differ=-
ent program cbjectives pursued by different agencies of the Federal Govermment.

The inmternal organizatiom of the Executive Branch of the Federal Govern-
meat is ordinarily oot within the proper concern of this Commission. Yet, the
water and sewer grant situdtion has been fraught with so ouch intergovernmental
difficulty that the Commission here ventures an organizational suggestion for the
consideration of the President. It should be possible for a single agency--the
Department of Housing and Urban Development--to administer all of the funds and
make sll of the grante with respect to water and sewer lines. These utilities
are basically a community facllity and although an fmcreasing number of grants
are being made in rural areas, most of these are to uwrbanizing portiens of the
countryside. The Commission believes that present requirements regarding certi-
fication of adequate sewage treatment availability are appropriate and that re-
sponsibility for all grants for sewage treatment works as defined in the Federal
Water Pollution Control Act (in contrast to sewer Lines) could appropriately be
centered in the water polluticn control agency in the Interior Department.
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Bimplified Pederal Grant Applications and
Joint Funding-Recommendation No. 4

The Commission recomsends enaciment by the Congress of legis-
lati A atration to authorize single

applications by State and local powvernments for interrelated

g and for nt funding of projects c =
ents deriving fupds from several Federal sources, in ordar to
encourage States a o errelate various fune=
tiomal ams effective program adminis-
tration at the nat g further recommended that
States ensct similar legislation wher HESATY,

Federal grant assistance increasingly has to assume "interdisciplinary"
characteristics as the problems of urban seciety to which the grants are directed
become more interrelated and interdependent. Today, the interdisciplimary
approach encounters practical administrative difficulties when the necessary funds
ates from several different authorizations. All of this is symptomatic of what
the Commisaiom conalders to be the principal administrative problem associated
with the present system of categorical grants-=the extrems proliferatiom in mum=
bers of separate statutory suthorlizations and resulting appropriations.

A State or local government in putting together an integrated program
must apply separately, for example, for the educational component, welfare com-
ponent, job training component, urban renewal compoment and s0 on. Keeplng the
sepatate applications moving in tamdem through local, State and Federal bureau-
cracles becomes nearly an exercise im administrative futility. Inevitably, the
competition within certain funding sectors is less lntense than others so that
the applicant State or local community may find part of Lte components approved
and the other suspended in a morase of adsinistrative and fiseal uncertainty.

This situstion represents a ecase in support of & more flexible mix of Federal aid
techniques.

Pending real progress in achieving Federal afd flexibilicy as recommended
earlier, the Commisaion supports the Administration proposal to have Congress au-
thorize joint application and joint funding of grant components as a means of ren-
dering the existing aid system more workable. The proposal sesks to remove of
almplify administracive and technical impediments to consideration, procesalng,
approval and administration of "package" projects. It would do this by (1) au-
thorizing removal or modification of certain statutory requirements; {(2) author-
izing agency heads to delegate the approval and administration of Federal assis-
tence programs to other agencles; (3} providing for & speclal fund in each agency
to finance joint projects; (4) describing ways Federsl agency heads can foster
joint projects; and (5) authorizing the President to set implementing atandsrds
and procedures. Yet, with certain exceptions, the proposal would not change sub-
gtantive provigions of law governing assistance programs, such as eligibility
criteria, matching ratioe, and appertiomment formulas.
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Depending wpen the dedication te cooperaticn and the departure from nar-
rew functional interests on the part of many program administrators, this joint
funding approach is workshle--assuming it is reinforced with strong direction ac
the highest administrative levels in the Executive Branch.

Blandardizing Matching Ratios and Apportionment
Fomulas=Recommendation No, 5

The Commjesion recomends to the President that the Bureau of

fhe Budpet initidte 4n agpressive program to simplifly and sya=
Eomatize the varied matching and apportionment formulas for
exlsting Federal grant-in-aid progracs,

Among the present total of 379 prants, the Commission identified 25 dif-
ferent matching ratios ranging from 20 percent to 100 percent Federal contribu=
tion. & widening of the range has been particularly promoumced with the molti-
plication of grants in recent years: 4in 1962, grants were established at nine

different ratios; in 1963, 11; in 1964, 103 in 1965, 18; and in 1966, 9.

The Cormiseion has attempted o detormine the specific reasons for com-
gressional decisions to use particular matehing ratios and apportionment formmlas
in 180 grants administered by the Department of Health, Education, and Welfare.
In checking congressional committee reports,; documented explanations were found
for only 21 of 180 matching ratics and for only 4 of &4 apportionment formulas.

The wide variation im these matching ratios and apportionment formulas
casts doubt as to whether there is any rationale behind each program. It ralses
the question whether the differences among programs accurately reflect consclously
detgrmined differences inm the degree of patiopal interest, The lack of dogumen-
tation in the legislative process SuUggests 4 negative andwer. Widely varying
ratios and allocation formulag complicate an alrveady difficult job of eoordination
at the recipient lewel. The disparity among allotment and matching ratios also
exercises a strong policy pull upon the extent and manner of State and logal
utilization of the Federal grants iovelved, Inevitably, State and local execu-
tives and fiscal officets search Eor the most advamtageous combination from a
matching point of view, This gives substance to the saylng that "grant money
drives out loan money” in State and local weilization of Federal aid. Similarly,
90 percent money will deive owe 50 percent money, and 100 percent money will drive
out all other kinds of aleternate finmancing cthat might otherwise be avallable.

Acknowledeing the sound policy and program reasons for warlatioms in
matehing amd apportiomment, it is clear to thia Commiagion that the variety of
different lewels and requiresents is excessive. Redueing the number of grant
categories as we have recommended would ltself reduce incopsistencies, but addi-
tional action 15 needed to raticmalize matching ratioa and apportionment formulas;
a conclusion reachad by this Commission and others who hawve locked at the problem
even before the recent expansion of categorical grants.

In a 1961 report the Commission comeluded that the "review and redirec-
tiom of grants has proceeded on a4 sporadic and wnecoordinated basis and there has
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not been continued, systematlic attention to the preblem either from the congres-
sional or executive side.” The Commission recommended periodic congressional
review of Federal grants to State and local governments. Legislationm to imple=
ment this recommendatlion was Iintroduced in the preceding three Congresses, and
presently it constitutes Ticle ¥V of the proposed Intergovernmental Cooperation
Actk of 1%47. In the same report, the Commission also recommended that:

« « « EXiating grant-in-aid programs be assessed periodically
by executive agencies and by the Congress in terms of (a) ac=
complishment of objectives set forth in the authorizing legis-
lation, (b) an estimate of the extent of the program needs
seill unmet, and {c)} wvhere appropriate, a description and eval-
uation of alternative plans or methods for achieving the objec-
tives sat forth In the enabling statute.

In fits later report on equalization in grants-in-aid, the Commission
made the further recommendation that Federal grant administering agencies be
required by the President to review pericdically {(a) the adequacy of the need
indexes emploved in their respective grant programs and (b) the appropriatensss
of their equalization provisioms and that this review be coordinated by the Bureau
of the Budget and with the pericdic congressional review procedure recosmended
earlier.

These previous Commission recommendations together with the one at hand
would establish both legislative and executive machinery that could bring under
constant survelllance the varying matching and apportiomment provisions as well
as other aspects of grants=-in-aild with likely ratiomalization and simplification.

Where grant programs are consolidated either through affirmative legis-
lative epactment or through Presidential initiative subject to congressional weto,
the disparity im allotment amd matching ratlos obviouwsly becomes resolved in the
process of merging. The Commisslon recognizes that however much logic may cry
for the combipation of grants, the political barriers in some cases will just be
tao high. Therefore; the Commission uwrges that the Bureau af the Budget prD:EEd
Imm:diately o ergctk 4 "seconmd line of dzfcn:e"--n&mﬁly. the initiation of IEELE-
lacive proposals to modify matching and allotment ratioes of "uwnmergeable"” grants
B0 &8 Lo minimize the destroctive sffect that such digparities now exercise.

STRENGTHENING STATE AND LOCAL FISCAL SYSTEMS

The best guarantee of fiscal flexibility for State and local govern-
ments Ls a highly productive and equitable revenue system. Most States, however,
have not yet avalled themselvea of the opportunities open to them. We hold this
to be true although State and local policymakers have demonstrated rematkable
courage on the tax front in assuming the political hazards implicit in tax in-
creages that produced about half of the $30 billion growth in tax collections

registercd during the last decade. The other half can be attributed to economic
growth.

If States in particular are to remain effective paritnets in odur federal
system, they dare not abdicate their responsibilicy for:
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® Frotecting the Lecal property taxpayers from being forced
to carry a dieproportionate share of the financing of the
nation's demestic needs in general and educational needs
in particular;

o Heforming the State-local revenue system so as to shield
gubsistonce family income from taxation;

® Tackling the tough fiseal equity issues created by the
fragmentation of the metropolitan tax bage--more specifi-
cdlly, perform the classic equalization role, i,z., pro=
vide compemsatory ald te the poor jurisdictions and,
conceivably through shared tax incentive arrangements,
encourdge local communitics in metropolitan areas to co-
ordinate thelr expenditure policies so as to develop co-
operative approaches to arcawide problems; and

# HMinimizing the proliferation of local nonpropetrity Eaxos=--
levies that most local povermments are ill-equipped to
administer and which can dierupt established competitbive
relationships among jurisdictioss.

Broad-Based Tax Sysiem—
Recommendation No. &

The Commisslon concludes that the development of a more equi-

table, diversified and productive State-local cvax system ia

Frerequisite to svoiding excessive local property eax burdens,

proliferation of local nonproperty taxesd, interlocal figeal

disparities and dependence on Federal aid. The Commigsion

therefore recomsends that the States (1) require and enforce

ocal use a T ax 1udi 4
5 e85, a mofe in give use of this revenus soutce 27 equi

themselves with a4 productive, and broad=based Eax evstes cap=

able of wnderwriting & major portiom of the State-local expanding
gxpenditure requirements, and (3) shield basic family imcome Lrom

any wundus burdens imposed by sales and property taxes.

There is untapped revenus potential resaining in the State-local tax
ayatem. At the present time six States are without a sales tax: Alaska, Dela-
ware, Montana, Hew Hampshire, Oregon and Verment. Fifteen are witheut an income
taxt QConnecticut, Florida, Illineis, Maine, Mewada, New Hampshire, Mew Jersey,
Dhio, Fennaylvania, Rhode Island, Scouth Dekota, Temnnesses, Texas, Washingtom and
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Wyoming. Additfonally, many local governments, particulsrly in the South and
Southwest , eould make more effective use of the property tax.

While the champions of the gradusted personal income tax and the sales
tax advocates still engage in political sniping, this contest has loat much of
the bitterness that in former times had tranaformed the State tax arena into a
dark and bloody political bactleground. The importance of the change cannot be
everemphasized because bitter clashes between sales and income tax advocates for
vears hamstrtung efforts to construct &4 more diversified and productive State tax
aystem.

The perennial sales-versus-income-tax debate ig now 8 luwury few States
can afford.

During the last seven years Kemtucky, Wisconsin, Idaho, Massachuserts,
Kew York, Virginia, Minnesota, Michigan, West Virginia and Indiana have adopted
the "second" tax, while Mebraska adopted an integrated revenue package--both a
general sales and a persomal income tax. Except for Indiana, Michigan and West
Virginia, all of the "second" tax enactmente took place on the sales tax side of
the ledger. Thus, ia these last few vears, the growing fiscal pressures raised
the number of sales-plus-personal income tax States toe 30,

A broad-based sales-personal income tax combination enables a State to
create a diversified and productive revenue system while holding Cax rates to
mederate levels. To put the issuwe more sharply, it enables a State to maximize
its revenie potential while minimizing wvulnerability to intetstate tax competi-
tion.

Food Tax Credit or Exemption—
Recommendation No. 7

In ordexr te strepnpthen the productiwvity of the sales tax, Che
Compdesion recommends agtion by the States to protect low in-
ome [asdliecs Erom & d 5 =19

general sales taxes.

States have demonstriated that the sales tax nead not be severely regros-
sive-=that either the exemption of food or a system of income tax crediks and cash
tefimds can rid this tax of its worst feature for the pgreat mass of taxpavers. At
the present time 14 5tates oxempt food outright while 6 Stakes (Indiana, Colorado,
Nawaii, Towa, Massachsotts and Hebraska) permit State income taxpavers Co take

a credit for sales tax payments on food against their personal income tax liabil-
ities,

These recent and pioneering tax credit and refund devices enable the
coordination of income and comsumption taxation. Hasmii and Iowa arve experiments=
ing with a diminishing income tax credit for salee tax pavments--one that declines
86 Income riges, This ingenious device removes the regrossive impact of the sales

tax thareby creating a climate of public opinion more favorably disposed eo Lnten-
give vee of the lewy.
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The Commizsion noted in Lte report Federal-State Coordination of Personal
Income Taxe. that pioncering State efforts with the personal income tax credit il-
lustrate the benefits that can flow from State and local experimentatien with new
ideags. Because the personal income tax credit syatem can considerably lighten the
relatively heavy State and local tax load now borne by the poor, it can contribute
to the effectiveness of the general sales tax and perhaps the property tax as
sources of State and lecal revenue., Or to put the {ssue more affirmatively, a
better reconciliation of eonsumption and property taxes with the ability to pay
principle by means of income tax credits can help State and local tax policymakers
cut the Gordian knot tied by two opposing pressures--the demand for tax rellef for
the poor and the nead for additiopal revenue.

Froperty Tax Overburden—
Recommendation No. §

In order to strengthen the productivity of the local property

tax, the Commission recommends action by the States to help

the localities Finance the cose af relieving any undue local

property tax burden on low income famdlies.

If by some stroke of migic the local assessor could edqualize all property
tax assessments at full valus, or at some wmdform peteentage thereof, the collec-
tiom of this tax would still create special hagdships for property owmers with low
incomes .

Although the valoe of the family residence serves as a fairly good proxy
of ability to pay taxes in & rural society, and still does in suburbia, total
houesehold income stands out as & far more precise meaaure of taxable capacity in
our modern urban society, This point can be grasped quickly [rom examples of the
hardship that the payment of residential property taxes imposes on low income
houwgeholds, With retivement, the [low of incomse drops sharply amd a 5300 a year
property tax bill that once could be taken in stride becomes a disproportionate
claim on the income of an elderly couple living on a pension of 51,500, By the
game token, 1f the flow of income falls sharply as a result of the death or phy-
slcal disability of the breadwinmer, of dus to unmesployment, then again payment
of the tesldential property tax can bocome an extracrdinary tax burden,

The most notable attempt to cope with the regressive impact of the pro=-
perty tax upon low income people can be found in Wiscomsin's 1964 kax eredit plan
that provides substantial property tax relief to low income elderly persems==both
homeowners and renters meeting specified income criteria, This tax relief program
is financed from State funds and adeiniatered by the State Tax Department.

The Wisconsin legislature {and more rocently the Mismesota leglslatura)
took the positiom that if an elderly householder im the below 53,000 Income class
had to turn over more than 5 percent of total Ifncome to the residential propecty
tax collector he was confronted with an extraordinary burden and that amowmt in
excess of 5 percent is either tefunded by the Stace to the property owmer, or
applied as a direct credit against his State income tax, Lif the taxpaver falle in
that categorv. The renter is also entitled to relicf and 25 parcent of his rent
is considered as imputed property tax payment, OFf apecial sipgnificance is the
fact that the State and not local govermment finences this tax relief program,
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The reduction of tax disparities between high and low income comuinities
within metropolitan areas can be cited as a beneficial side effect of the Wiscon-
sin plan. Because the poor tend to cluster together, the mailman will deliver
most of the property tax refund checks to households in the low income communi-
ties. Thus, the granting of tax relief to the low income elderly moves in the
"right" equalization directiom from both the interjurisdictional and interpersonal
standpoints. Moreover, the tax credit can be viewsd as the mosr efficlent tax
relief mechanism because Lt can be o designed to maximize the amount of aid ex-
tended to low income homeowners and rventers while minimizing loss of revemue.

In a mmbher of States, homesteasd exemption, a durable by-product of the
1930"s depression, offers some protection from undue propecty bax burdens on low-
income occupants of dwellings and farms. This method bestows property tax rellef
to 51l homeowners, however, mot just those with low incomes, and misses completely
the low-income familiss im rented properties. Moreover, as this Commission re-
ported in its 1963 study on The Role of the States in Strepgthening the Properly
Tax, the policy of homestead exemption imvolves a substantial amount of injustice
anong individual taxpayers and taxing jurisdictions at a large and usually unwar-
ranted sacrifice of leocal property btax revenue,

Flexibility in Long-Range State Financing=
Eecommendation No. 9

gi T 5 Ctha » States which have ook do
ey FT0 g ration ko i more flexibilit
in their tutions for 1 =range Stake financin Forrams ,

In {ts 1961 report, Staté Constitutiomal and Statutory Restrictioms omn
Local Govermment Debt, this Commission recommended that local povernments ba giwen
gregter flesibility in borrowing so that they can exercise maximum Inftiatisve in
meeting their own needs. The Commission beliewes that the States' power to bor=
row should alao be liberalized and for essentially asimilar reasons,

Expanded State legislative authority to borrow becomes incressingly im-
portant as States ave asked to participate in numerous Federal pgrants-in-aid for
capital improvement projects, such as airports, hospitals, and university build-=
inge, Such power can also help Stakes bo take a more positive role in assisting
their local govermments by inereasing their fiscal capacity to comtribute to the
non-Federal share of Federal programs administered locally.

Most State constitutions restrict the borgowing fresdom of State govern-
menta (legislatures). In the main the restrictions were imposed 28 a4 consaguonce
of overextension of State crodit co finance inmternal improvements in the ninas=
teenth century and the ensuing defavlte in pericds of ecomomic depressiom. OFftenm
they hawe not restricted the amount of borrvowing, but shifted it instead to "non-
puarantesd debt," imcurred through such devices as revenue bonds, public corpora=-
tions, and lease-purchase agreements. Debt In this form rather than &8 a general
obligation of the States has meant higher costs and sometimes the creatlion of ad=
ditiomal administrative machinery. The Coemizaion alao notes that a basic cause
of earlier debt defaulting has disappeared &5 countercyclical devices hawve been
bullt into the Amerlecan way of life anmd the Federal Government has developed
tools for controlling boom=to=bust fluctuations in the economy, thus reducing the
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likelihood of severe economlic declines. In addition, most States (30} now are
equipped with more diveraified tex eystems that assure a more stable State reve-
e yield.

Im view of strengthened State fiscal systems, the development of economic
stabilizers, and the fact that constitutional debt restrictlons do not really
place an effective limit om borrowing wyet result in higher interest costa, the
Commisgion urges the States to give serious conslderation to easing the constitu-
Lional restraints on State borrowing suthority.

ADMINISTRATION OF FEDERAL CATEGORICAL AIDS

Te this point, the Commission has focused on the policy issues relating
te the bagic structure of ocur federal svstem=--how iL is financed and whers im=
provements in Fluancing arrangements can be made. How, we turn to the ¢qu111r
important issues relating to how fiscal federalism can be better managed and ade-
ministerad-=-the policies needed to supply new tone bo the Sinews of the intecgow-
ermmental fiscal system that stretch through the Federal, State, and local levels.

Oeganizational Changes=Hecommendation No. 10

The Comuission recommonds an elevation of attentisn on the park

6f the President and the EnnEresﬁ to the more EEHETil nepd of

insuring the conduct and coordination of Federal grant and other

programs in such 4 way as o improve the oversll capability of

State and local gevermment and comseguently strengthan the Amer-

ican federal system. Tts importance warrants assignment by the

Presjdent of major responsibility in this area to an appointec
havipg status coujvalemt to that of a member of the Cabinet,
This official should be responsible for gemeral liaisom with

State and loeal g A b T

Eroblems epcountered in the administration of Federal grants=
i 1d report ab appropriate [

vale to the President, Congress, and the publjic om the extent

ko which ggant-in-ajd programs ate achleving their objectives
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and the extent to which State and local governmemt is being

strengthened in the process.

The Commission further recommends the stremgthening of the Bur-

ecau of the Eudget'a capability to sustain a Yigorous program of

interagency coordination of Federal srants-in-aid.

In considering the overall management problem of coovdinating Federal
grant-in-aid programs a distimction must be made between (2) Presidential desig-
nations of responsibilicy for maintalning liaison with other levels of goverameat
on a day-to-day baais and (b) the responsibility for supervising intersgency re-
laticnships in the formulation of grant policies and the administration of grant
progeams. One 1s persomal, the other fnetitutional.

pasipnations for intergovernmental liaison responsibilities will wary
with the differing modes of operation of different Fresidente and may vary from
time to time within a single Administration, Yet deapite variations in style,
any President nowadays mast exhibit direct concern with intergovernmental policies
and relationships and hawve the requisite personal staff to coumsel him on thaese
matters. At the same time, the broad task of daily interagency managemsent and
coordination requires a large staff with in-depth expertise on all grant programs
and administration.

The Commission believes that establishment of & White House focal point
for interpovermmentd]l 2fEAifs comstitulbes 4 necesgary administrative respoinsa dt
the matiomal level to administrative and other probleme which have been genaratad
by the rapid expansiom of gramts-in-aid in recent years., The Commdasion sees no
other feasible manner whereby the President can be properly alerted to the emer=-
gencies in both the interlevel and interagency arvenas that this growth has pro-
duced. The President needs a4 comstant point of comtact with State and local of-
ficlals having difficulties with the administration of Federal grant programs,
and States and localities need a regular avenue of access at the highest level.
The Fresident also needs & wide-ranging troubleshooter to take on the tough as=
slgnment of resolving the most critical interjurisdicticomal grant conflickts with-
in the Federal establishment.

Equally important, the Commission beliewves the President needs a "beafed
up" effort by the Bureau of the Budget with respect te its interageney coordinat-
ing functioms. The Buresu already is Intimately acquainted with the management
difficulties connected with grants=in-aid. In its activities relating to budget
procedure, legislative reference, organization and management, and gemeral advice
to the Presldemt, the Bureau has developed comsiderable expertise for superwvising
interdepartmental relations in the formulation and administratiom of grant poli-
gies and programs. With mote staff and fiscal support, these functions will ba=
come more axpert. Close collaboration between the administration offlcial charged
with intergovermental affaivs and the Bureau will create an effective top mandge-
memt fromt to cope with the grant-related problems of commmicarion, personal com-
tact; interagency conflict, program comsolidation and coordination.

The Commission therefore Ls comvwvinced that grant-in-aid coordinacion
ghould be assigned a major place in the revamped organizational structure of the
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Bureau of the Budget and that substantial amounts of new funda and staff should

be provided to support this much-needed expansion. The Commission also believes
that both the Fresident and the Bureaw of the Budget would benefit from the desig-
nation of a White House official on intergovernmental affalrs to serve ag the

Prosident's eyes and ears on Federal grant management matters and as his ambassa-
dor=at=large to the States apd localities.

Headquarters-Field Office Coondination—=
Recommendation No. 11

The Commiseion recommends the enunciation by the President of

a policy of decentralization of Federal decision-making in

the administration of grant programs; among other actions the

Commigsion recommends decentralization to directors of Federal

regional offices of most of the decisions connected with the

treview and approval of State or local plans developed as a

condition of Federal formula=typs grants and of smendments to

such plans proposcd by State and local Eovernments. The Com-

mission further recommends Presidential action to effect &

major Teduction in the wide variations in the regional bounda-

ries and headguarters sites of Federal field offices.

The widespread agreesment on the need for fmproved Federal sachinery for
management coordimation often focuses on the area of headquarters-field relations
in adndnistration of the prant system. The existing disorder in these relagions
gbems from the wide varlatioms among the 12 regionsl offfece etructurcs of grant-
admin! stering departments and agencica in the number of regions, Che nucber and
identity of the States that make up indiwidual regloms =nd the cicies in which
regional offices are located, As & result, there are problems of communication
and inforsation exchange on common reglonmal problems among Federal agencies; some
reglons are too large, requiring extensive travel by reglomal officisls; in cer=
tainm major cities, the few Federal offices are hampered in trying to provide in=-
forsation for a coordinated approach to local problems.

Headguarters=L{ield relations are also ruffled by (a) variacions among
departments and programs im authority to deal with the States or localitlies, (b)
lack of adequate dolegation of authority to deal with interagency and intergov-
crmmental problem: in the field, and (e) variations among departments Al pro=
grama with respect to chanmeling applicatlons through regional offices or directly
to Washington.

The Commisslom 1s convinced that adequate decentraliZatioem in the grant-
in-aid sphere can be achieved only if there is continued pressure by the Execu-
tive Office of the President to delegate te directors of reglional offices most of
the decisions conmected with the review and approval of State and local plans
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required by formula grante. The mest appropriate methed of reaching decentraliza-
tion objectives iz the fgsusnce of & general order by the President setting forth
general policy of the Federal Government with respect to the types of decisioms
and kinds of competence to be expected of the Federal fleld establishment.

Te complement this policy of decentralization and to improve overall
field cffice-=5tate-local relacions; the Commifgion endorses major reduckiom in
the wide variatiens in the regiomal boundaries and headquarters sites of the Fed-
eral field establishment. The present 12 regional office atructures have com-
bined to create a comdition where L& States muet deal with elght or more differ-
ent reglonal offlce locations and only a dozen have fewer thanm five to contend
with. BSuch wariations in boundary and office locations contribute to the infor-
mation gap, cause resentment and conlusion at the State and local levels, add
impetus to the tendeney to deal directly with Washington, and--if uncheclad--
would work eounter to an effective policy of decentralized decision=making.

Interagency Field Coordination—
Recommendation Mo, 1%
g f a field staff of
Ehe Bureau of the Budpet should serve many of the purposes of

Eield offices, appropriations for which hawve been sought re=

peatedly by the Budget Director and the FPresident within the
last fow wvoars, In addition bo increased coordinative active=
ity ip the field by the Bureau, the Commission recommends the

ing Fedaral Execulbive Boards by (a) trans=

Clogely linked to the issue of inproved departmental headquarters=£ield
relatione, or vertical coordination, is the issue of improved interagency comemm=
lcation==horizontal coordination==in the field, The latbter problem arises whether
or net the departmental fleld structures are reformed. It will mount in signifi-
gance 1f the emerging trend towerd an interdisciplinary approach takes hold., In-
deed, the effectiveness of this approach rests in large measure on greatly streng-
thened interdepartmental coordination in the field as well sa in Washingbosn,

Thus, the time has come for Federal field representatives to begin to act like
ofe family.

The Bureau of the Budget has recently established s speeial Interpovern-
mental and Field Projects Unit, stationed in Washington but with its staff spend-
ing considerable time in the field., This new field staff will enable the Bureau
to intensify its review of Federal operations and intergovernsmental relatims in
the field, and conduct special problem-oriented studies and projects.
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The Commission believes that this proposal offers a flexible approach to
strengthoned intaragency and Intergoveromental coofdination in the field. It
ehould help the President's top staff ageney to know moce, from direct Flrae-hand
experience, about how Federal gramt programs are carried out at the point of im-
pact; how disputes are settled and frictions eased; how to improve the flow of
information to State and local officials quickly and fully; and how te overcome
bottlenecks to prompt decisfon-making. The direct result will be dmproved working
relationships with State and local governmental units and more efficlent use of
Fedetal grant funds.

The instrument of the Federal Executive Board created through presiden-
tial initiative in 1961 has been most helpful in assuring an increased f£low of
comnmication among Federal agencies in mijor regional headquarter citles--such as
Wew Yorlk, Philadelphia, Boston, Dallas, Chicago, Demver and San Fraoncisco,

The Boards have provided a forum wherein information can be exchanged
and mutual problems discussed by the regiomal directors of the Federal agencies
concarnad. However, the Boards hawve suffered & significant handicap im that the
elected chairman of the Board usually has had to "scroumge" Erom his particular
apency the staff services required. Since the chiairmanship of the Board tends to
rotate among agencies there 1s little staff continuwity. In the Commission's wview
the effectivencss of the Boards would be asnhanced considerably if each were pran=
ted an allotsent of funds suffielent to cover the salaries of & full=time execu=
tive secrebary.,

Since the objectives of the Federal Executive Boards lie inm the area of
general governmental management rather than personnel adminiscration, 1t would
secm more logical for their supervision and "backstopping” to realde in the Bur-
pau of the Budget tathet than the Civil Serviece Commisaion, as at present.

Overall, the Commission is convinced that the broad objective of improved
interagency Federal coordination in the field would best be met both by estab-
lishing a Bureau of the Budget ficld staff and by strengthening the Federal Execu-
tive Boards. This dual thrust would have the following advantages:

# The Bureau of the Budget Eleld staff could help provide the
kind of FEB imvolvement in substantive problem areas that
they now lack, but were Intended to assume.

# The FEE"s would comstitute & convenient Lorum within which
the Budget Bureau could strive for improved interagency f£ield
operationa,

® The FEB's would greatly facilitate the Budget Bureau's task
of identifying major troublespote in the [ield in both the
interdeprtmental and intergovermmental areas.

# The linking of the FEB's to the Budget Buresu field scaff
would enhance the possibility of communicating and imple-
menting effectively the goals and policies of the Adminis-
Cration.

#® The joint efforts of the two operations would inewvitably

strengthen the top management capabilities of both the
departmemts and Bureau of the Budget in Washington.

it



Computerization of Information—
Recommendation No. 13

e @ BB g that the President establish within
an appropriate agenc t Branch 4 computerized
gvatem for storage ratri 1 of information essential for
the administration o =in-aid, formulation of Federal=

State=local fiscal policies apd other policy and mamagement

purposes, The Commission further rec 5 t <) ress

establich & similar svstem to provide information for review

af prant-in=aid orrasg and for other islative purposes.
2 & g ] tapes and other daka resulei

from these systems be made avallable to State apd local gsav-

ernments .

To help the Fresident discharge his responsibilities as chief adminis-
trator, the Executive 0fflce should have teady access to full and accurate infor-
matlion about the nature and conduct of the proprams being adminlistered by Federal
dapartments and agencies. The grant-in-aid svstem has become incredibly complesx--
fiscally, legelly and administratively. 7This means that the Executive Office
should B¢ equlpped wilith the most up=-to=date informatlom systems techmology that
can be brought to bear upon this difficult area of govermmental affairs.

Our study of the grant-in-aid system revealed that the Bursau of the
Budget 1% now handicapped in performing its oversight and coordinmation responsi=-
bilities by lack of an adequate computerized information system. Accurate owerall
data onm such aspects of the zrant system as matching ratios and apportiomment for-
mitlag, plamming requirements; eligible recipients, dollar amounts of grants by
recipients snd clientele growps, geographic distribution, and fiscal capacity and
fiscal effort of State and local povernments are difficult to come by, and when
necded imvolves laborious research. This type of Information is essential for
understanding the intricacics of the exlsting complex grant systems., Quick access
Eo it on & current basis is vital for appraising present programs and suggesting
improvements such as specific zrant consolidations, simplification and standardi-
zation of performance requirements and restructuring of allocation formulas and
matching ratioa,

An effective information system then 1s necessary for dewveloping top=
leneal policy proposals om grants and coordinating administration of them. Further,
it is wvital to effective execution of the total management and coordination re-
sponaibility of the chief executive.

We are impressed at the extent of computerization throughout the Federal

departments and agencies which now involves 2,620 computers, costing over
$1 billion yearly, and requiring 71,200 emplovees to cperate. It would seem
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equally, if not morTe, esfential that these tools of modern management be waed for
overall policy, planning and management purposes at the apex of the Federal hier-
arechy. We are awsre of the current efferts of the Intergovernmental Task Force
on Information Systems, sponsored by Che Bureau of the Budget. Yet, we also know
that its primary focus is development of an information system for use by State

and local governments--not the development of a computer capability as a toeol for
top management control.

The Congress has similar yet differing needa for objective data in dis-
charging its responsibility. 43 indicated in the recent study of the Jolnt Com-
mittee on Legislative Beorganization, it now suffers from lack of an adequate
information storage and retrieval system.

Congress shares respenslbility for discrderly growth of the categorical
grant system. A major contribution of an up-to-date computerized information
aystem would be to provide a source of data on the existing patterm of grants so
that Congresse would have the informacion to enable it to avoid decisicns that
would cause Further duplication or inconsistencies among grant programs.

SIMPLIFICATION OF ADMINISTRATIVE CONTROLS
UNDER FEDERAL GRANTS

The Commission has documented three bypes of grant requiremente aa
causing umisual and=-in most instances--unnecessary difficultiea for particlpat-
ing jurisdictions: auditing and accounting requirements, the "single State agen-
cy,” and planning provisions.

Acceplance of State Andits=
Recommendation No. 14
The Commission ¢ L L i -

tion by the Congress applicable to Federal grapts-in-ajd to
State povernments, whereby the Comptroller Gepegal of the

United States would study apd review the accounting and gud-

itlng svstems of State povornmonts which recaeiwve Fedoral

ants=-in-aid and ascertain the general & inteig—

rity of such State awditing and sccountine syatems; the Com-

Eission further recommends that for thosg States goerfified

by the Comptreller Geperal as meeting standards of adequacy

and integrity, the results of State sudits of expenditures
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of Federal grant funds be accepted by the administering Federal

agency in lieu of fiscal awdite by agency personnel, such ac-

ceptance to cease when and if the Comptreller General finds

that the accounting and auwditing system of the particular State

ne longer meete the prescribed standards. Finslly, the Com-

migslon recommends that this authorization be extended at the

diseretion of the Comptroller Gemeral to units of local govern-

ment receiving sizable grants directly from Federal agencles.

Every Federal apency administering grants-in-aid to State and local
governments is charged by the Congress and by regulations of the Comptroller Gen-
aral with assuring the proper and lepal use of FPederal grant funds made available
to such State or local goveroments, Conseguently, each administering Fedezal
agency and each major bureau engaged in grant-in-ald adminlstration depleoys the
requisite mumber of fiscal auditore throughout the States at appropriate intervals
to audit the grant-in-2id accounts,

The General Accowmting Office as part of fte "apot audit" propram to as=
certain the effectivencss of agency audits of Federal expenditures also auwdits
grant=in=aid expenditures at the State and local lewvels, Federal agency auditing
activities have had to keep pace with the growth in absolute number and warfiety
of Federal prant=in-aid programs, Also sinee World War IT, State povernments hawve
had to improve the capability of thelr accoumbing and auditing systems dus to the
growth, complexity and magnitude of State expendlitures.

The Commission believes that iatergovernmental relationzs ecould be simpli-
fied and a significant saving in total governmental manpower and taxpayer dollars
could be achieved if Scate awdits were accepted in liew of Federal audits in those
States baving as high 2 standard of accounting adequacy and integrity as that
required for the Federal Goverpment itself., The Commission beliecves that the
Comptroller General, as the arbiter of the propricty of Federal expenditures, is
in a4 positionm to appraise periodically and to certify as to the adequacy or inade-
quacy of the accounting and aunditimg systems of cach of the 50 States. There is
no logical reason why the same type of arrangement could not prevail with respect
to major cities and wrban cowmtics except for the additiomal manpower requirements
that might be imposed upon the General Accounting Office.

The Commission realizes that such & procedure may raise objectlioms that
(@) the General Accounting Office has mever donme this before, and it would Be in-
jected into a completely new Telationship with State and local gowermments; (b)
sepatiation of powers betwmen Leglslative and Executive Branches might be compro=-
miged: and {c) many State auditoers themselves desire more and not less Federal
audit.

It ia clear that the Comptroller General would have to be provided with
additional manpower in order te carry cut the foregoing recommendation. Ik is
equally clear, however, that the manpower increment for the General Accounting
Office would be lass than the collective saving im perscnnel for Che execubive
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agencies. If Conmgress should conelude that separation of powers i a problem in
connection with this approach, then participation by the Burean of the Budget
both in the establishment of auditing standards for grant-in-ald expenditures and

in the malntenance of a lise of "approved" State avditing systems could be pro-
vided.

The intent of this proposal is mot to shortcut in any way the exercise
of fiecal prudence and fiscal accountability at all levels of povernment, The
Commission believes, however, that some new intergovermmental arrangesents in
the accounting and awditing ficld would enable the achievement of these objec-

tives at a signilicant saving in time, energy, and improved Federal-State-local
relations.

Gingle State Agency Requirement—
Recommendation No. 15

The Comsdssion recomsends epactment of iglation i

ment or agenc of 5 la 5 a 2 nt a lated

with Federal cs=Iln=aid to § LE.

Few Faderal provisioms have bean as persistent a source of irricatiom to
Federal-5tate relations as the one that stipulates that & "single State agency"
wust be named, or a State unit be named as the "sole agency” to administer or sup-
eryise @ grant program. The merits of this requirement appear to be largely his=
torical, In the formative years of the public assistance programs, it was essen-
tial that the aingle State agency Tequirement be vigorously enforced to bring or-
der out of chaos in the existing as well as the newly emerging public assistance
programs in the States., It was also necessary that the Federal agency hawve dme
and omly one State agency to deal with in matters regarding public assistance and
only e ageney to hold responsible for administering these programs.

Current conditions call for a more liberal interpretation of this re=
quiresent, States need to reatructure thelr govenmental organization to keep pace
with the added functions and responsibilities that are thrust upon them by the
complexities of modern 11fe, Just as change dictatad Federal establishment of the
Department of Health, Education, and Welfare, and subsequently, the severance from
the Social Security Administration of functions now administered by the Welfare
Administration, so it has been and will coatimue to be neceseary for State govern=
ment to reorganize, It i8 quite probable that sound State recrganization propoa=
als will fun into trouble trying to meet both the nesds and desives of the parti-
eular State and, at the same time, satisfy in all cases the single State agency
requlirement .

Rigid application of the single State agency requirement can tle up a
Governor, as well as the legislature, in restructuring State government. Hore-
over, an ' iterdisciplinary” approach like that built inte an increasing number
of grant programs and a rigid single State agency requirement are incompatible.
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In the pending Intergovernmental Cooperation Act (5. 698; H.R. 5528 and
agsoclated bills), the head of the administering Federal depattment or agency la
authorized to wailve the single State agency requirement wpon the request of &8 re-
cipient State Lf the department or agency L3 convinced that the alternate admin-

istrative arrangement Will not undeemine the progrem objectives being sought
through the grant.

Consolidation and Simplification of Plaaning
Requiremenis—Recommendation Mo. 16

The T & Fhe £t of 4]l lerislation

tha Co [ i sofar a into a sin-

gle Congressional enactment & set of planning requirémengs--

both functional amd e ghensive==tg be applicable ederal
ant=in=a roprams, both present and future, especially those
gomcetned with or affecting vurban development,

A great many sew plaming requiremente have been introduced into the
categorical aid systes since 1964, Some relate to plasming for a particular func-
tiom such as air pollutiom or water supply, Others require planning of a compre=-
hensiwve characker, i.e., Cying togecher and interrelating the different functiomal
plans, In Hovember 1966, 82 granks had plasming reguirements of one kind or an=-
other, As thesge have evolved some have been very epecific--sven to the point of
gbipulating the tyvpe of advisory board that sust review the State or loesal plan.
Others have reguired merely a certification that the particular projeck doea no
violence to the comprehensive plan for the area.

The Director of the Bureau of the Budget hae said that overlapping plan-
ning requitements are one of the major administrative and intetgovermmental probe-
losas of the day, Duplicabion can defeat the purpose of plinning and generabte eom-=
fusion, Confusiom can also be caused where functiomal planming i8 not related to
general plans, Finally, there is danger of overplamming in some areas alonzside
planning gaps elsewhere, In all this, the role of State planning frequently has
been overlooked, although the Department of Housing and Urban Development consis-
tently has encouraged State govermments in the administratiom of "Sectiom 701"
funds to develop an improved plamning competence at their lewvel.

The Commlasion believes that tChe time has come when planning tequire=
ments as wall as grants themselves need to be consolidated inte a lesser number
af separate statutory enactments and that there sust be an improved planpning in-
terrelationghip among local, State, and Wational levels of goverament. The Come-
mizsion urges a formulation of appropriate lepislation, based om existing studies,
astablishing a conselidation and simplification of such requirements. Such leg-
iglation might include some or all of the following features:

& Every major functlional grant program should require a func-
cional plan.
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® Every functional plan should be consistent with and promoto
an ateawide functional plan.

® A1l functional plans for a partfcular area shouwld be based
on the game demographic, economic and social data.

& Each funetional plan should be consistent with and promote
the comprehensive plan(s) for the area,

® All requirements for comprehensive planning should have com-
mon element s,

® TIf there axist separate comprehensive plans for the local,
regional or metropolitan and State levels, procedures should
ke estaklished te assure that no area is subject to more
than one comprehensive plan at each of these levels.

® TProcedures should be developed to give prime consideratlion

to the overall plasning efferts conducted under the suspices
of tep policymakers at the local, areawlde and State levels.

Revision of Federal Planning Assistance=
Recommendation No. 17

The Commission recommends that Congress enact legislation which

would effect an owerall rather than piecemeal revision of Sec-

tion 701 of the Housing Act of 1954, Specifically, such lepis-

lation should employ Federal planning assistance Lo StEEEEtheﬂ

comprehensive planning as an arm of elected chief ewecutivee, at

State, areawide and local levels; require a closer inter-linking

of planning, programming and ceordination at those levels; and

relate gll federally aided Functional planming to comprehensive

planning at the State, areawide and local levels. The Commis-

sion further recommends that provision be made for State plan-

niEE EEEﬂElEE, especially in those States with onpeling compre-

State planning programs receiving Federal financial assistance

under Section FOL, to review and comment wpon all local and area-

wide applications for urban planning assistance. The Commission

takes np position as to the most desirable location of responsi-

bility in the Federal Executive Branch for administering
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assisCance to State and local comprehensive planning activi-

ties.

Beyond the problem of simplificationm of plamning requirements in Federal
grant programs Ls the broader issue imvolving the scope and impact of the Federal
Government's program of planning assistance to State and local govermments. Spe=
cific questions concern the type of plamning being encouraged, ita geographic
focus, effect on State=local relations, &nd relationship to programming and bud=-
geting at the State and local levels.

The 701 program, initfated in 1954 and administered by HUD, has boen the
chief Federal instrument for encouraging the development of lecal, areawide and
State comprehensive plamming, It can be giwven much of the credit for the fact
that dome 46 States have atatewlide planning agencies and most munieipalities amd
metropolitan areas have loeal and areawide plamning bodiea. Yet, planning in che
Tmited States is not without its shortcomings, ralsing questlions about poasible
ways of improving the Federal planning assistance program, Thus, desplte a grow-
ing recognition in the 701 program of the importance of planning for sccial needs,
emphasis ie etill heavily weighted on physical factors even as the problems of
husan fesoiree developnent and renews]l are being aceorded increasing attention.
Moreower, while much Lg said about the futility of planning divorced from deci=
gion=making, the plansning assistance program does little to encourage the linking
of planning with programming and budgeting., Finally, there is no program to as-
giast planming in rural areas, although che 701 program has been uwaed to fund many
"semi-rural” planning projects through grants to localities under 50,000 popula=
tiomn.

Froposals for cortecting these and other weaknesses of the present plan=
ning assistance program have been introduced in the 90th Congress. Om the basis
of its review of the varicus proposals, the Commission is persuaded to endorse
the approdch represented in the proposal of Senator Scott (R., Penn.).®

This bill would set a frapework for intergovernmental coordination, on=
courTaging State and local govermments to coopetate in comprehensive planning and
programming acbivities, Adminigstrabtion of responsibilities under the bill would
be assigned to the ::!Inlpand.zd Office of Comprehensive Development and Emergzency
Flanning in order to provide a central, top-level focus for coordination of Fad-
eral development grant programs. The bill would establish a minimum base of
cantinuing grant support to State, metropolitan areas, and development distriect
planning, replacing the Section 7Ol system of intermittent, project type grants
for planning.

The bill provides a mechanism for interrelating planning for physical,
economic and hyman resource development. It offers incentives to States amd
areawide districts to contribute to the Federal planning-programming-budgeting
eystem, Chus facilitating a more complete assessment of State and local develop-

ment needs and demands and improving the ability of the Federal Government teo
allocate fte resourees more efficienkly.

*  "Comprehensive Planning and Coordimation Act of 1967" (8. 799).
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We believe further that particularly in States having an onpgolng compre=
kengive plamning program, the Federal planning progtam should give the State plan-
ning agency authority to review and comment «m all applications for urban plamming
agsiatance from local and areawide bodies, Such a provision would provide further
pupport for Statewide coordination of planning activities. On the specific issue
of the organizational lecation of responsibility for admindstering the enlarged
program, however--whether it should be in HUD, OEP, or some other wnilt--we cake
no position.

An Improved plamning program of the kind here envisioned would, in oue
opinion, achieve the objectives of the Administration and community development
district propoeals, and in addition wowld:

& Strengthen planning as an essential arm of the elected chief
executive: Governot, Mayor, oY county executive;

o Make posaible the coordinstfiom of all of the plamming reguire-
ments of other Federal legialatiom by emphasizing comprehensive
planning and relating functiomal planning to it on an inter=
gowertmental, interagency, and interprogram basis;

® Encourage cxpansion of the concept of comprchensive plamning
to include programming and coordination, giving emphazis to
the need for tving planning to decision-making and implemen=
tation; and

# Provide Federal financizl suppert for planning a2t State, met-
tropolitan, distzict, and logal levels on a continuing (formu-
la) rather than sporadic (project) basis, subjeck o approval
of annutl work programs.

STRENGTHENING BTATE AND LOCAL CAPABILITIES
FOR GRANT ADMINISTRATION

Since its inception, this Commission repaatedly has urged the strengthen-
ing of 5tate and local governments and the modernization of thelr comstitutioma
and charters in order chat chese levels of goverament may be equipped to discharge
effectively their respensibilities, thereby avoiding unnecessary centralizacion of
power and responsibilicy Ln the cenkral govermment. In this report, the Commlis-
sion sets forth a number of apecific recommendations for the strengthening of
State govermment. These TeomEmdations are submittsd in the context that exise-
ing State govermment structure often is inadeguate for the State's responsibili-
ties in connection with grant-in-aid programs.

Frequently, the legislatwre and the Governor ate unable to assert the
full strength of State govermment in its relatlonships with the Federal Govern-
ment. The Commizszion believes that if the States are to effectively coordinate
grant-in-ald programs and be fully viable and dependable partnera in the federal
system cerkain structural changes are fmperative in many States. In the recom-
mendations which follow, the Commission adds its voice to the growing insistence
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throughout the land for revitalization and modernization of State and local gov-
BTTIENE .

STATE EXECUTIVE BRANCH

Helatively few governors actually command the executive branch of State
government, Executive leadership in many States is straitjecketed by limications,
mostly constitutional, in six basic areas: the "lomg ballot," tenure potential,
gubernatorial role in the budget process, State planning capability, execubive
reorgani zation authority and program coordination mechanisms.

While the limdtations may have been appropriate at one time they are out=
moded for this day and age when States are on thelr mettle to perform as an e¢fiec=
tive partoer in our federal syatem, The Governor deprived of meaningful comtrols
over expanding programs and govermmentsl agencies has little prospect of taking an
activist role on behalf of his State in the resolution of issues wital to the pub-
lic.

The spectre of wnbridled use of power ieg raised by some as an argument
against the removal of existing limitations on gubernmatorial authority over the
executive branch of State govermment. The bars to arbitrary gubernatorfial action
are mometous and powerful. They include the marked inerease in interparky compe-
titiom in practically all States; stromg program interests within the State admin-
istration; the ecver-present cluster of special fnterest groupa) and the proapect
of & modernized, strong legislature,

Others favor the institutional status quo in order Eo keep certain funcs
tions "out of politics,” give impetus to staff professiomaliem, and provide com=-
timuity in program policies and administratiom. They fail to recognize that these
objectives are more likely of accomplishment in the lomg run when they are suppor-
ted by a ratiomal administrative structure with the Governor serving as the top
managenent officilal,

Etill others continue to interest themselves with the inforsal political
role of the governor vis=a=vig his party, the bureauctacy, the legislature, and
the electorate without realizing that the formal powers of the governor comditiom
hie informal powers and not vice wversa,

The electorate inm fact and the State constitwtions in theory assign the
Governor the rvesponsibilicy of being chief executive, bub the gap between Llegal
expectations and effective power 1 wauwally great. The remoaval of formal limita-
tioms placed on the Governor stamds our as the best method of closing this gap.
Effective management of State affairs should net be left simply to the accidental

appearance in the Govermor's office of an extraordinary political leader operating
in a favorable set of circumstances.
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The *Laong" Ballot-Recommendation No. 18
order to achieve adequate inter romental fiscal coordi-
nation and to strengthen State governsent generally, the Com-
miggion recommends the amendment of many State comstitutions

to reduce sreatbly the pumher of separately elected State of-
ficjals,

Many of the general criticis=s of the grant system by State a8 well as
local officials appear to be caused by the fragmentation of executive authority
caused by the "long ballet." In several States, the heads of impertant agencies
rasponsible for administering grant programs are cither elected or appointed by
elected boards or commlssions over which the governor lacks any Teal authority.
Hearly ome=half of the 5tates still elect the head of the State educatiomal
agency; many State departments of health, mental health, or welfare are adminds-
tered throupgh & complex system of boards and commissiomsé. This electoral frag-
mentation is further complicated by the fact that most line agency officlals now
are more concerned with thelr own particular function than with its comtribution
and relationship to overall State policy. Crant=aided wnits are more likely to
comnunicate with counterpart agencles at the Federal or local levels than with
the Governor or other State agenciles.

The Commdssion finds that these by-products of the "long ballot" placge
Skate Governors &t a tremendous disadvantage in keeping informed of an in coor-
dinating the flow of Federal grants=-in=-aid into their States, especially whete
independently elected officials are the reclplents of such grants. Just as fower
and fewer cities find the "commission form" of city govermment with its political
frapmentation tolerable, States are finding & similar need to centralize exXecu-
cive power in their chief executives.

Gubematorizl Succession=Recommendation No. 18

The Commission recommends that where needed, State constitu-

tions he amended to permit the Governor Lo gucceed himsalf.

The Commission finds it ironic that Mayors of large cities typically
are free to setve successive terms; the President of the United States--one of
the most powerful officials im the world--ie entrusted under our Constitution
for two four-year terms; yet only Z9 of the States permlt their Governors to
Eerve two or more successive four=year terms. Such tenure limitations diarepard
the need for long ranpe program and policy planming, easpecially in the grant=-in=
aid field, deny voters the opportumity to reelect Governors of proven leadership
ability, ignore the growing influence of line agency officials, and tend gener-
ally to weaken the position of the States in the federal system. The Commission
believes that the American people suet atop singling out State government to be
a weak instrument in relation to other levels, for this ondermines the witalicy
of the federal system.
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Executive Budget-Recommendation No. 20

[ - i apd 5 ULor

gebiom, where needed, to provide s gpubsrnatorial budget cover=
ing all estimated income and expenditures of the State gFovern-

oent BFo be gubmitted to sach sessiom of the State leglslature.

In nearly all the 5tates the Governor has been glven fimal avthority for
budget preparation and all but a few utilize the .executive budpet system. But
evern though the Governor may hasve finmal formal responsibility for the prepara-
tiom and execution of the budget, limitatioms often infringe om his authoricy
Ehroughout the budget-saldng process. In just 11 Seates is the Governor authors=
ized ko submit ko the lepiclature only those agency budset requests approwved by
him: in the rest, oripinal estimates must also be included. Furthermore, in only
15 Seates are executive agencles prohibited from appearing independently before
the legialature bo regquest more [umde than those approved by the Governor, Fin-
ally, a majorfty of the Scaces prohibice the Governor [rom transferring funde
within agency appropristions, and sarmarked revenues further restrict the disere=
tion of many.

The Commdssion beliewes that a strong executive budget i3 essential for
effective execubive sanapement at any level of orpanmized activity--public or pri=-
vate, Additfionally, even though taxes may be ecarmarked, the Commission is of the
opinion that all State funda should be enpcotpassed within a single budget. Tha
Comnisalon 1a aleo conwvineed that all Pederal funds coming to the State govern=—
ment should be incorporated within the Governor's budeet. Only thoough such a
process can the State's fiscal situstion be correctly presented and undecstood.

Btrengthening State Planming Capability—
Recommendation Mo. 21

The Commdlssion recommends that sach State develop a stpong

la capabdlity In the executive branch o s 5
gvertmant. The pla £ Lo Shonil et {a
formulation for th sideration of the Governor and the
legislature of e chengive policies a L La

for the affectiva and orderly development of the twesp and
materjal resources of the State; (b) provision of a frame-

o tional , departmental . and re ans: &
{c} meaigtance to the Gowernor im his budpet=-maling and

EEEI‘ITI:I gﬂluﬂ.ﬁim rales.
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The growing range and complexity of Federal grants emphasizes the Gow=
ernor’e need for direct access to and control of planning resources. Identifi=
cation of future State peeds ie 4 npecessity for all Covernors today==and this
depends upon intelligent forecasting of overall social and economic trends and
the relevance of grant programs to these tremds. Yet, the coordination of de-
partmental plans, many of which are now required by Federal prant legislation as
a condition to receiving funds, is nonmexistent in most States. In only one-thivd
of the 3tates are agencies requited to obtain the approwal of the Governor prior
to submitting applications for gramt assistance. Some State offices of planning
provide technical assistance to localities and sre frequently assigned a coordin-
ative role for the uwtilizetion of Federal funds to both State apencies and their
local units. But effective plamning requires close contact with other State
agencleg==aspeclially the budget offlce==as well as with the Governor. A mumber
of approaches to accomplishing this goal have been used in the States, including
location of the planning staff as an independent unit directly under gpubernator-
isl control, or alternatively within a department of administracion headed by an
appointes of the Governor,

Executive Reorganization Authority—
Recommendation No. 22

The Commizsion recommends that State tﬂngtitutinF bq_apundqg‘

where nesded, to authorize the Governor to reorganize the admin-

istrative structure of State sovernment and to shift functions

ith the

regrganization b a ok ¢

Gtate legislature within a Specified time period.

The rapid growth of cooperative Federal-State programs, as well as the
burgeoning demands being placed on State govermment for expanding traditional
services and initlating new programs, indicate the need for gredter gubernator-
1al diseretion in the area of admindstrative reorganization. The procedurs per=
mitting the President to initiate changes in the adminlstrative structure of the
Federal Executive Branch under the provisions of the Reorganization Act of 1949
ghoiuld be considered by more States. (nly seven hdve given their Govermotrs sim=
1lar power wherein the chief executive may reorganize the structure of the execu=
tive bramch and shift functions ammyg State agencies, subject bo a vete by the
lapgislatiwe branch.

In previouwsa reports the Commission has uwrged moedification of provisions
of Federal law which testrict the flexibility of the Governor and the legisla-
ture with regard to the organization of State govermment. In additfion to strik-
ing the Federal shackles, the Commission believes that those imposed by the State
ftgell likewise should be removed so that mew cooperative Federal-State activ-
ities and other functioms of the State govermment can be organized as effectively
as poseible,
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Financial Assistance for State Program Coordination
Activities=Recommendation No. 23

In order o improve the fiscal and progtam ecordination of

Federal cateporical grants going to State government the Com-

misgion recommends that the States themselves provide adequate

funds and staff for this purpose; the Commigsion opposes the

use of Federal grant funds to provide staff or faciliries for

the immediace Office of the Governor.

The executive office of most Governors needs strengthening. A Governor
requires suhstantial staff support fo assist him performing the policy-initiation
and management responsibilicies of hia office. The practice in some SCates ie Lo
@sslgn ataff from line departments to the Governoer's office and thiz may be help-
ful for progras development and maintalning coordination when department heads
are appointed by the Governor and serve at his pleasure. Hevertheless, the ever
increasing responsibilities of che Governmor's office require a vegular personal
gtaff for developing poliey recommendationz to the legislature; serving as liai-
gon with Federal, State, and loeal agencieg) plannlng and coordinating programsg--
including prants-in-aid: and attending Lo inmnumerable public relations and polit-
ical parvty details,

While agreeing that deficiencies in the central cgoordination of grants-
in-aid in a numbher of States undermine the effectivenses of these programs and
that strengthening the capabilities of the Covernor's office i3 an urgent neces-
gity in these ecages, the Commission believes strongly that sueh improvement is a
job for the Scates themselves. If States cannob or will net devote a minute per-
centage of the State budget providing their Chief Executives with an adequace
atalf, and if the Federal Treasury is called wpon for this purpose, then feder-
alism existe only in theory. The Commission is confident that the S5tates can
and will remedy this deffciency; stremgthen thereby both 5States” reaponsibilities
and States” righte in the American governmental system.

STATE LEGISLATIVE BRANCH

An examination of the State legislacive role indicates that while Srate
responsibilities in the federal system have growm, leglelative organization,
staff assistance, specialized services, and institutional spirit are still geared
largely to the simple problems and small population of bygone days. The perfor-
mance of a State lepiglature determines in large measure the success of the State
in exercising its responsibilities. Howewver, the record of Seate legislatures
ig not encouraging.

With reference to the publie visibilicy of Che Scvate lepicslature, a
Gallup Poll taken in Movember 1966 found that only 20 percemt amswered "yes" to
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the following question: '"Do vou happen to know who will represent your district
or locality in the State Senate mext year?" In response to a similar question
concerning State Representatives, 24 percent answerad "ves."

In terms of popular esteem, the same poll found 6% percent of the sample
indicating their leplslature was doing a "fair" or "poor" job; only 12 percent
judged 1t to be "excellent."

On the matter of compensation, the latest asurvey by the Cowmeil of Seate
GCovermments shows that the salary, per diem, and living expense allmmances of
legislators have increazed during the past thres years; yetb the median compensa-
tion for the last biemmial period seill fell in the 55,800 to 56,300 range.

Heparding legislaeive sesalomsa, annual sessions were approved in 1966
in California and Kansaa: bue 29 Seate legislatures seil] meet biennfally, in-
cluding Kenbucky and HKorth Daketa, where reflorm efforts were turmed down by the
voters in 1966,

In terms of the length of the lepfslative segsiom, Californis and Ten=-
nessee vobers sanctlioned wmlimited sessions, but 33 Statea atill hawve time 1im=
its on their regular sessions, ineluding Morth Dakota where an unshaekling pro=
posal was mot supported at the polla,

On housekeeplng matters, 15 State legislatures do not maintain a printed
daily journal of che previous dav's legislative proceedings and a comparable mum-
ber do not fnclude all rulings of the presiding officers in thedr legislative
records.

In terms of introduction of bills, all but one 3tate legislative body
have pre-session bill drafting services, but pre-session filing 1is permitted in
only 14 States.

On committoe proceedings, 40 do not keep werbatim records of hearings,
and the minutes of committes procecdings and hearings are malntained In omly
half of the legislatures.

Ona=-third of the States provide professional staff to only one major
standing committee in edch house of the legislature and only two provide year=
round staffing.

Regarding permanent legislative service agencies, 44 States now have a
legislative council or similar agency to provide Tesearch information to legis-
lators and most of the remaining & have some form of substitute service; yet in
1? inatances, these aervices do not include legislarive counceling for members
and committees: in 1o legislatures they do not include preparation of bill and
law summaries; im 15 they do oot include continucus study of Scate revenue and
expenditures; and in L& they lovelve no budgetacy review and analysis.

Only ome-=tenth of the States provide indivlduasl offices for all lagis-
lators; an additlional & provide Individual offices for Senators and in approxi-
mately 14 States, legislators share office space.

Finally, cne=third of the States provide individwual seccregarial help
for legislators and an addiciomal 4 States provide secretaries for Senatocs only;
the Test of the Statea have pool arvangesents=-except for 8 or % that make no
formal arrangements for secretarial help.
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Strengthening the State Legislatare=
Recommendation Mo, 24

In order to help strengthen the position of State poverpment

generally and ko afford adequate time for lesiglafive copafd-

arati 5 [ A FEi = ty=

aid programs, the -y 8 5

or other appropriate actiop, where pocossary, Lo remove Such

restric L i £ 5

State leglslature as may inteffere with the post effective

criormance of its £l 3 A [
T 5% that oldi of anmial sesal be ¢Fiven serious
sidora States haldi bi ial sesaioms.

r arder Ehat lepiglacive co acion not defer the
holding of apmual sessions, the Commission recommends that lepis=

lators be paid op an anpual basis in an amount commensurate with

CRRES heir time,®

Despite great efforts by many public spirvited organizations to modernize
this Eeature of State govermment, 1967 finds more than half of the State legis-
latures still meeting on a bienndial basis. Many of these legislative bodies
comvanad in Jamuary and had adjourned by April=-faced with a rigid 60 or 90-day
constitutiomal limitation. In this day and age of increasing responsibility and
complexity in govermmental affairs, problems requiring State legislative action
do not time themselves $o d4s to arise only in alternate years.

Moreover ; adequate meshing of State and Federal appropriations becomas
imposgible when consideration of State cnabling legislation or appropriations may
lag nwearly two years behind the actiom of Comgross.

The Commisafion urges the lifting of a mumber of existing constitutional
restrictions upon the length and frequency of legislative sessions in order to

*  Governor Dempsey dissents from this recommendation snd states: "I do not

subscribe to this recommendation because it Ls my [eeling that the operation of
State legislatures should be declded completely by the States themselves on the
bagie of their individual needs, experience and desives. The biennial sessions
system Iin Comnecticut has worked well and has permitted Connecticut to handle its

business efficiently amd economically. The Cennecticut record of leadership Ln
many fields of legislation attests to this."
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provide & more effective partoerdlily in Fedetal-Stako programs.  Equally signif-
icant, the fommission urges this course of action to correct what has come to be
a—symbol of weakness and impotence in State poverment==the Limited, bienmial
sesslon-—of -the State legislature——and thereby strengthen the federal systen.

Closely Telated to the question of anmial sessions 18 Ehe problem of
Tegislative pay: A5 was noted earlier, the median compensation for the most
recent biennial period still fell In the 55,800 to $4;300 range despite signdifi=
cantefforté—in-many States to-increase the salery; per-diem;and living expense
allowances of legislators, The Commission is comvinced that the salutary fea=
Eiires of anmial scEsioms-=cspocially as they involwve prant=in=aid operdfioms==
will fail to have the maximm effect 1f legislative stipends ipnore the increasod
time; increased respomsibilities, end incressed lepislative prestige that is
implicitin-& change to-anmal sessions.

Year-Round Staffing of Major Committess—
Recommendation No. 25

C [ a 11t on abreas a po
with Federnl a 3 2 A T
mission rac that £ State da =T Lag=

giom

Scate legislatiwve leaders are comcernad with the lack of legislatiwe
participation in framing Federal=5tate cooperative programs. In most States the
legislabure Iz nob informed of developments In Federdl=State program Telidtion-
ships rhat mipht have a bearting on leglslative policy for the fuvure. Fyven if
steps were taken by the executive branch to meintaim a fuller flow of inforsstion
tothe State lepislature about Federal grant programs, it Is questionable if leg-
italative comeslitescs could make an effectlwve contribution. They are hampered by
lack of vesr=round staff, In many States the between-sesslons legislative staff
15 small and attached Co the State leglslative council. It would be faced with
arn almost impossible task 1f it actempted to keop abreast of the avolucion of &
mltitode of Federal statutes and Tegulations in all of the subject matter fields
in which the State is invelwed. This infermation problem might be pareially
overcome 1if the principal substantive committecs on the legislature were profes-
slomally staffed on a year-round basis and were mide responaible For Feeping
abreast of major relevant issues in Federal-State relations, A preal deal of
valuable investigatory and proparatory work in commection with imitiation of
legislation affecting grant programs and with budpet analyais could be per formed
by legislative comeittess between aessions &€ they were provided with ingeri=
ataff facilities.
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State Legislators apd Congressiopal Hearings—
Recommendation No. 25

In order that the S5tete legis [ [

formelation, financinge, and operstion of Federal srant programs

and other intergovernmental matters, the Commdssion recommends
that State lepislatures consider seriously the desirability of
charging==by resolution or other appropriate means=--slective

presiding officers and/or -hairmen and ranking members of those
omzittesas hawvi urigdiction in flelds involwi Fedaral=-

5 relations with (1) following the develo t of proposed
legisglation in the Federsl executiwe Branch of the Congress
arud after 1) = tat executive
off ] g & r =

gional committees considering new or modified grant programs

coming within the concern of State legislatures, The Commis-=

gion Further recommends that State lepislatures provide ade=

quate funding for this acEivity.

The list of witnesses appearing before congressiomal commitbtees in con=
nection with Federal grants=in=-sld always includes & liberal assortment of may-
ars, county officials, and representatiwves of the professiomal or functiomal area
being aided or about to be aided by the legislation in question: a Governor's
name appedrs on the witness list now and then; but a State lepislator's hardly
ever: The traditional State leglslative practice of presenting memoriala to
Congress is 2 largely meaningless form of commmication &nd in no sense is an
adequate suybstitute for a direct dialogue.

The Commission believes thet an increased interchange of views between
key State legielators and comgressional committess would be helpful in revitali-
ging the role of the legislature in major areas of United States domestic af=-
fairs, improving interpovernmental relations, and assisting the deliberations of
comgressional commictees. Moreover, such enumelation of State legislative views
before Congress, it is hoped, might ke worked out in conjunction with comparable
State executive branch efforts. Im any event the Comnission 1s of the opianiom
that a dialogue should begin between State legislators and Members of CONEress.
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Chapier 3

FISCAL FEDERALISM AND ECONOMIC GROWTH-—
THE IMPETUS FOR REVENUE SHARING

We have no nationwide quantitative norms for judging the ;dequaﬁg of
the responge of cur gystem of decentralized government to the needs of the
American people. Thig is an igeuwe that must be resolved periodically on
election day in thousands of jurisdictions.

Tax, expenditute, and debt data, however, do permit us to trace inm a
general way the responsiveness of State and local governments to cthe challepges
of change. These public finance statistics constitute the price tag che 50
Etates and 80,000 local governments place on governing and servicing the needs
aof a growing America.

Judged by these fiscal measuring sticks, the post-Weorld War II response
of State and local policymakers was truly remarkable. Between 1946 and 1966,
State and local tax collections increased from 511 billion to 559 billion and,
when related to the economy, Erom 5§ percent to i percent af Groes Hational Prod-
uwet. The willingness pf State and loeal governments to Support education is
reflected in the ten-fold inctesse in school expenditures, from 53 billisn te
533 billion. Their Lnvestment in capital plant in the twenty wyears following
the war exceeded 5240 billicn and entailed an increase in outstanding State and
local debt (alfter repayment) Erom 516 billicon to S107 Billion.

The taak of servicing the needs of a growing population might be
expected to increase in direct proportion to the number of people served, Bat
when these people interact inm an inceeasingly urbanized eoviconment their needs
take on new dimensions and as they become more affluent, their demands for
public services become more sophlsticated and sclll more insistent.

While some State and local govecnmental activities lend themselves to
cogt-cutting techniques by the replacement of manpower with machine-power, a
wide range of governmental operations are essentially face-te-face confrontations
between the government employee d@nd the citizen, In these people-related service
gituations, it ie diffienlt to economize without impaiving servica quality.
There ia a limit te the oumber of pupils & teacher ¢an instruct effectively. The
same service legic applies to the public health nurse and the social worker.

Thus, the public seetor is propelled te ever higher levels, largely
beyond the controel of its political mamagers, by the explosively dynamic [orces
of a growing anmd increasingly mobile population, the need for an ever-widening
seope of governmental actiwity, the demand for higher qualicy of job performance,
amd the service-type operdation that aot only defies cost-cutting technigues
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characteristic of industry but aleo L subject to rising prices for the products
it consumes.

We turn now in some detail to the measurement of chenpge since World War
11 and examine a number of revenue and expeaditure projections for better Lnsight
of things to come and an approximation of the relationship between prospective
State and local revenue yields and expenditure demands.

While projections are approXimatlons at best, theres is no question that
the unremitbing pressure for additional revenue poses a clear-cut challenge to a
decentralized syatem of povernment. Pelitical influence and control, of neces-
Bity, gravitate to that level of govermment that experiences the least political
difficulty in raising revenues.

It ie this faet thar has given the revenue-sharing issue its sharp polits
ical and fiscal focus. The major featurea of warlous revenue-sharing proposals
are described subsequently in this portion of the report.

EXPENDITURE AND RECEIPT PATTERNS-NATIONAL INCOME
AND PRODUCT ACCOUNTS FRAMEWORK

The dymamic character of the pubklic sector has been particularly appar-
ent aince the end of World War II. It has played an increasingly relative role
in the Gross Mational Product--a famlliar yvardstick for measuring cconomic active
ity.

Federal, Stace and local government purchases of goods and services grew
from 527 billiom or 13 percent of the Gross Hational Product in 1946 to 5154 bil-
lion or 21 percent in 1955; and this represents only the direct contribution of
the public sector to the GHP. 1f other government expenditures guch as transfer
piayment s and interest on debt are added to this figure, the govermment Sector
rises to about 5208 billion im 1966 {excludimg 52.3 billion of transfer payments
to foreigners) and represents 28 percent of GNP, as compared with 343 billion,
about 21 percent, in 1946 (Table 1). Thus, the role of goveroment in the na-
tional economy has increased significantly since V-J Day.

Dramatic Growth in 3tate and Local Expenditures

The constlituent gowernmental €lements of the pubklic sector increased at
very different vates., For example, since the end of World War II, the State and
local expenditure growth rate has far outpaced beth that of the Federal Govern-
ment and the private sector.w While the Wational Gowermment's share of GHEP
{purchases of goods and services) crept up between 1946 and 1966, the State and
local government share more than doubled--from 4.7 percent of GHE in 1946 bo
10,4 percent in 1966, This performance of State and local governments is all the
more remarkable because of the volatile nature of Hatiomal Government expendi-
LUFES, Iﬂtluding as th&y do nationial defense zod intecnational commdtments.

* See Table A-1 {Appendix A).
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TABRLE 1.=--ELEMENTZ IN THE PUBLIC SECTOR ARD THE GROSS HATIOMAL
FRODUOCT, 1946, 1936 AMD 1964

Amount Percent of GHE
Icem 1946 1954 1946 1966 1954 19446
cae==billiong)======
Foderal Government 5140.6 269.9 533.3 18.9% 16.7% 1e6.0%
Purchases of goods and services 7.0 &55.4 17.2 10.4 10.%9 B.3
Add to State and local govermmentcs 14 .8 3.3 1.1 2.0 0.8 0.5
Transfer payments 3e.0 15.2  11.4% 4.8 3.6 5.5
Liess payments to fnreignzrs 2.3 1.9 2.2 a.3 0.5 1.1
Het interest paid 9.5 5.3 4.2 1.3 1.3 2.0
Subsidies less current surplus of
FovVernment enterprises 5.4 2.4 1.6 0.7 0.6 0.8
Stute snd local govermmentsl! 66.9 32.3 9.9 9.0 7.7 4.7
Purchases of goods and services 7.2 33.0 9.8 10.45 7.9 .7
Transfer pay=ents 1.5 3.8 1.7 1.0 0.9 Q.8
Het interest paid n.3 0.5 0.3 W 0.1 0.1
Less current surplus of govern-
menl enberprises 3.3 1.7 0.7 0.4 0.4 0.3
Less Federal aid 14.8 3.3 1.1 2.0 0.3 0.5
'I'-::ul:a‘ll-‘ll 207 .5 102.2 43.2 7.9 26.4  20.7
Exhibic: Gross Hational Product 143.3 419.2 208.5 - = -

1/ Total expenditure less Federal aid.
g} Excluding transfer payments to foreigners.

*Less Chan 0,05 percent.

Sourced U.5. Department of Commerce, O0ffiece of Business Economics, The Mational
Income and Product fccounts of the Tnited States, 1929-1%63 (Washington,
b.C., U.5, Government Printing Office: August, 1966); and Survey of
Current FBusiness, July, L1367,



Defense and intermational outlays aside, Federal Goverament expenditures
for civilian domestic purposes nevertheless have been growing rapldly.® Federal
civilian domestic expenditure rose 258 petcent between 1946 and 1966, while ex-
peaditure for defense and international purposes increased by 2835 perceat. Be-
tween 1956 and 1966, the increases were 133 and &6 percent vespectively. State
and local expenditures, which te all intents and purposes are solely for domestic
civilian activities, rtose 644 pereent between 1946 and 1966, and 130 percent
between 1956 and 1966. In the lacter decade, Federal expenditures on the domes-
tie front rose at about the same rate as those of State-local governments,

However, the Federal sector has actually been contributing more to the
increase in "domestic povernment” in the United States in fecent years than have
State and local governments &f the source of financing is taken into account, as
shown by the following tabulation:

Percente

Expenditure for Civilian- Amount Increase

Domestic Purposes 1966 1956 1956= 1965
—-(billions)---

Ditect expenditurs %131.5 556.9 131%
Federal Gowernment 49.7 21.13 133
Srate- local governments El.8 5.6 130

Expenditure from own Sources 131.5 56.49 131
Federal Government B4, 5 M. B 162
Stace- local gpovernments 67.0 32.3 1oy

The growth in goveroment recelipts was from 551 billion in 1946 to 5213
billion in 196&. In relation to the GNP, receipts stood at 28.7 percent fm 1946,
up from Z4&.4% percent in 1946 (Table 2).

Impressive Increase in Btate and Local Tax Yields

State and local receipts, exclusive of Federal aid, rose steadlly from
3.7 pervcent of GHP to 9.4 percent between 1946 and 1966. While Federal receipts
relacive to GNF fluctuated, at the close of the Z0-year pericd they ended up in
roughly the seme relationship to GWP &s they began with--1% percemt. The growth
in State and local tax collections hae likewise far ocutpeced growth in Federal
tax collecelons alnce the end of World War ITI (Figure 1l). To achieve thie re-
pult, States and their political subdiviaions enscted new taxes and increased
exlsting taxes. Federal Government receipts incressed largely as a pesult of
higher rates for contributions to social lnsurance and autcmatic growth in income
tax yields in response te an expanding econcay,

b For putrposes of this study, Federal Government expenditure for eilwilian
domestic purposes is defined as toral expenditure less expenditure for national
dE'E-E'I.‘LB:E', international relations, space research, and that portion of incerest
on debkt that is atcributable te those functions. Because this study 15 baaed
on 1946« 1966 expenditure data, it does not take into £full account the extra-

ordinary incresse in wmilitary owtlay cccasioned by growing U.5. involvement in
the Vietnam conflict.
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TABLE 2.--GOVERMMENT RECEIPTS, MATLONAL IMCOME AND TFRODUCT ACCOUMTS
BASLE, 1946, 1956 AKD L1964

Amonint _ Percent Inergasc Percent of GHP
TEem 1466 1950 1946 1946=1966 L956=-1966 L1966 14956 1946
------ {billions)----=-=-=

A1l governments, |:-.:hr.aLl'III f213.1 3109.0 550.9 319% o6 28.7% 26.0T 24,40
Taxes 187.5 93.7 43.9 282 T4 22.5 22.5 21.40
contributions for social Insurance 35.2 12.6 a.0 537 203 5.1 3.0 2.9
ocher Tl | 1.0 G40 174 1.0 0.6 0,5
Federal Government, total 143.2 1.4 39.1 2bh 85 19.3 18.5 18.7
Taxes 108 . B 6.7 33.4 226 63 L& .6 15.9 16.0
Coneributions for social insurance 33.3 1.6 3:3 505 214 4.5 2.5 2.6
Qther 1.2 0.3 0.2 500 3000 0.2 0.1 0.1
State and lecal govermrments, votal a7 34 .7 12.9 557 158 11.5 2.3 i.2
Federal grants-in-aid 14 .8 3.3 1.1 1,245 348 2.0 O.B 0.5
Receiprs from oWn sources a9.8 3.5 11.8 592 122 9.4 7.5 5.7
Taxes 5B.7 7.0 10.5 £59 117 7.4 6.4 &.0
Contributions far social Ilneurance &.9 2.0 0.5 BaD 145 .7 .5 0.z
Other 6.2 2.4 0.3 arh 158 0.8 0.b 0.4

Exhibit: Gross National Preduct T&3.3 419.2 20B8.5 25b 7 - = -

L/ Excludes intergovermmental transactions.

Source: U,5. Department of Commerce, Office oF Nusiness Economics, The Hatlonal Income snd Product Accounts of

the United Seates, 1939-1965 (Washington, D.C., U.5. Govermment Prinmting Office: August, 1%68); and
Buevey of Current Business, July, 1967.




Figure 1.
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Despite this spectacular rise in tax yields, the overall burden of
Hational, State T?d local taxes in the United States is lower than that of most
Western Nations.=' A recent report igsued by the Organization for Economic Coop-
eration and Development eosputes the Ametican tax burden, including social insur-
ance taxes, at 27,3 percent of GHP in 1965, which placed it in tenth place as to
size of tax burden amcng other Western Hations:#

Eweden 319, 0%
France 38.5
Austria 15.2
Rorway 34.9
West Germany 344
Netherlands 3,1
Belgium L
Denmark 29,7
Italy 29.6
United Staces 2r.3
Canada 27.1
Switzer land 20.48
EMPLOYMENT GROWTH

Further evidence of the dynamic characteristic of fiscal federalis=m is
available in employment data. The Mational, State, and local governments em-
ploved aboue 11-1/2 millisn civilisns in Debtober 19668, 16.7 percent of the monthe
ly average of monagricultural eivilian employment that year (Table 3}, Of that
total, which includes both full-time and part-time emplovees, 2.9 million worked
for the Federal Govermment, 2 millicen for the State governmente, and over & mil-
liocn for local govermments. This, however, 15 like looking at one frame of a
motion plcture.

Unparallelsd Growth in State and Local Payrolls

Seate and local government employment has grown by leaps and bounds
alpee 196, With burgeoning demands for domestic publie services, State governo-
meant employment jumped from about 800 thousand te well ever twe million in the
past 20 years, and local govermment employment more tham doubled from almost
three million to over six million.

Ag 8 vesult, with differing rates of Federal, 5tate apd local employment
growth, Ehe digtribution ol public employees among the thres ledels of government
ghifted from 2/5 Federal amd 3/5 State-local in 1966 te 14 -3/% in 1966, Simi-
lar but less marked shifts are evident in the trend of payroll coses [Figuﬂe 2% .

1/ See Appendix G for numbered textual footnote references,

* The OECD figurc does not agree exacely with the 26.7 percent Elgure for 1365
taxes and social inserance contribuctions on a national incowme and product account
basis, but—is close emoughto that figure for comparative purposes  The Agency
for International Development reported similar comparative tax burdens for 1945,
with the U.5. flgure at 26.7 percent (AID, PCSSED, Jume, 1966).
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TABLE 3.--PUBLIC AMD PRIVATE CIVILIAN EMPLOYMENT IN THE
INITED STATES, 1946, 1956 AND 1946

Parcent Inerease ar
Decrease (=)

Item 1966 19564 1946 1946-1%66 1%56-1966
=m=e={ thousands)==----

Civilian labor force, Lﬁtlllj 75,770 46,552 57,520 31.7% 13.%%

Employed 72,895 83,802 55,250 31.9 4.3
Agriculoural 3,979 6,283 B,320 -52.2 -36.7
Honagriecultural 68,915 57,517 46,930 46 .8 19.8

Unemp Loyed 2,875 2,750 2,270 26.7 4.5
Percent of civilian labor force 3.8 4.1 1.9 = &

Public civilian employment, l.'.u:lt...ﬂ.}.gl”III 11,474 7,685 6, 0oL 91.3 49.1

Federal Government3/ 2,861 2,410 2,434 17.5 18.7

State and local 8,618 5,275 3,567 141 .6 G31.4
State 2,211 1,258 B 17%.0 Ty .4
Local 6,407 & 007 2,762 132.0 60.0

FPublic civilian employvment as a

percent of total nomagricultural

employ=ent:

Total 16.7 13.4 12.8 XK KX
Federal Covernment 4.2 4.2 5.2 =K nx
State and loecal 12.5 9.2 1.4 K K

Srace 1.2 2.2 1.7 XK nx
Local 9.3 7.0 5.9 =X ¥E

Public civilian emplovment-

percentage distribution:

Total 100.0 1000 100. 0 xE KH
Federal Government 24.9 31.4 4.6 i HH
State 12.3 1.5 13.4 wx K
Local 55.8 52.1 46.0 xx MK

1/ Average of monthly Figures,

2/ As of October of each year (full-time and part-cime employees).

3/ Comprises all Federal civilian emplovees, ireluding those outside the United
States. Data include civilian emplovess of the Mational Guard paid directly
from the Federal Treasury (im October 1986, 40,000 peraons).

Source: 1.5. Department of Labor, Bureau of Labor Statisties, Lo £ _and

Earnings and Monthly Report of the Labor Force, June, 1967; and U.3.

Pureau of rhe Census, Compendium of Public Employment (1962 Census of

GﬂF=£ﬂm¢Ht$= Vol, II1}, and Gowvermment Emplovment in 1966, Series GE-
Mo, .
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Figure 2.

GOVERNMENT EMPLOYMENT AND PAYROLL, 1948 T} 1966
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GOVERNMENTAL FINANCES FRAMEWORK

While the vardsticks provided by the Gross Hatiomal Product amd employ-
ment are helpful tn comparing the telationship of the public to the private sec-
tor, they only give an inkling of the internal dynamics of fiscal federalism. To
look at this facet of our federal system, we must tutn to data on governmental
finances provided by the Bureau of the Census' Governments Division.

This familiar framework iovolves even larger dollar magnitudes than the
GHP framework. The difference arises because Consus data take account mot ooly
of the wvalue of goods and services produced, but alse of the transfer Functions
of government i redistributing incomea to alleviate the economic hardship of the
poor, to provide income maimtenance for the retired, and te compensate for the
gacrifices of veterans of past wars. Census data also reveal the role of borrow-
ing in the finances of Wational, State and local governments.

Thus, in Census termse, all governments in the U.5. spent a total of
5225 billion, and obtained 5226 billion in revenue during fiscal year 1966. They
had 5427 billion of outstanding debt at the ead of thelr 1%63-66 fiscal wyears,
with fiscal year met borrowing of 310 billion., In Table &, thls snapshot is en-
larged o reveal the fiscal derail for various levels and kinds of governments
that comprise our federal systesm,

Census data en governmental financesa show the same tremendous growth
in government in the United States since the end of World War II that was evident
in the changing relationships of the public te the private sector relative to the
Grosa Wational Product, and employment yvardsticks., Taking 1%4E as the base, to-
tal expenditure of all govermments almost quadrupled, from 535 billion to
SI06 Billion; revenue tripled, Erom 367 billion to $203 Billion; and Indebtedness
rose moTe than 30 percent, from 5271 billion to $417 billiom (Table 5).% Except
for insurance trust transacticons, growth in State and local government finances
cutpaced that of the Hational Government. Whereas the general expenditure of the
Federal Goveroment about tripled and its general revenue grew about 2-1/2 times,
Etate and local general axpenditures and general revenue quadrupled. Indebted-
ness of the Hational Government rose 26 percent, while State and local gowvernment
debt rose more than %00 percent during the period (Figure 3).

A substantial ghare of the lncrease in the magnitude of government fi-
nances during the postwar period iz attributable to population amd price im-
creases, The effect of those factors can be eliminated from the data by convert-
ing government finance items to par capita amounts in constant prices. In those
terms, the increases in most government finance items are not &f impreesive as in
gbzolute current dollars. But even in constant (1958) dollars, Stece and local
finances outpaced Fedetal Governsént finances. In constant prices, Federal debt
actually declined relative to population, while State and local per capita dehbt
more than doubled (see Table 5).

* The wear 1948 ig the first post-war Eiscal vear for which comparable Census
data are avallable., Fiscal 1946 (ending in midyear for the Federal Government,

for almost all States, most school districts, asod many other local govetnments)

included part of the last war year; and comprehensive data for fiscal 1M7T were

nat developed by the Bureau of the Census for all governments,
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TAOLE &.--SINOAry OF GOVesENTAl FIEAMCEE, BY T9¥TE OF COVERMMENT, 1946

local (ovetnradanls

all Fuderal Brate All Looal Gohoal Epaciel
Trem w!_ fGgveroeent EWEEEHI:I el o Tl ) Counbles Huntclpailtlon 'l.'nunﬂlu n1=r rL:E: m
Direct expenditurs, tocal £114 B J129 907 B35 095 460,711 n-m. n.m. n.E. n.a. n.6-
Grnaral 139 LD L6 564 20 152 33,480 FL0.TTY F17.047 32 ;026 471,00a 52 653
Veility and Llgeor spores I - 1,041 %=1 8 Mole L LN Tiads B s
I=aucance toudai 33 1E I3, 342 3,952 ain naia Mala oM. nade 0, N.
lavenuw [rom ownm sources, EBotml I35 Bk L&Y LaZ £% D) &1 555 fadis il (. maill. n.a.
General 184 E2 L1k, 367 31 55,404 L [E ks L.B1D 11,866 L3
Ueility and llgeor stores & 619 - 1,1al 5,256 nade nadla flam. n.d. n.m-
ThluFaner EEwil 10,55 27,55 T a7 Tiada Modia Mo Bl ok
Debe cubtatdnding ETE 558 315,507 i ITaar Teld 11,714 L BEF 17,861 15,715
Eet Inopease in debt during year 10,172 2 ER - 1] 5,009 534 L.B52 106 1,15& 1,313

Fercentage Dlatrlbucian

Dirnct expradibure, botal 100,78 ET.E% 15. 3% 7.0 n.l. n.m- [T . =l n.i.
Gumeral 100.3 36.3 L5.4& 78.1 5. TR a9, L.1% 11.5% L.4%
Usililcy ard 1lquet stoces L) & - 14,8 B5.2 n.m- n.m- nim. m.a. Mely

wuramcn Erusk 1002 3.0 l&.1 X2 fadia Madla Meilis LT nade

Rivarres Erom oum scufroes ;, Cokal L. 2.6 19.1 1.5 faila Haiia Moilis fiads ol
Oenetal joa.a L 18,3 6.4 1.6 1.0 =8 6.1 L.0
Oeility and liguor skodea Ld. g - 1.6 - i Haila fame nad. n.E.
Inswstated LIUEL Lon.& 1.5 13,3} 3 LEEE n.a. LBt Bl M-,

Dbl futatandlng L. o Ta, % 0,5 LE. T 1.7 T.¥ 5 f,d 1.9

Mk insresses Ln dabe dering vear L0 15,8 25,9 7 T 5.8 iIA.2 1.0 11.3 L2.4

m, 8- = Dace not svalinblo.

Sourcey 1,5, Busean of the Cendus, Goverssmntal Flnances i | B83-66.
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TABLE 5.--THE FOSTWAR GRIWTH OF GOVERNMENTAL FINAMCES, IN CURRENT AND CQOMSTANT DOLLARS,
BY LEVEL OF GOVERNHERT

Total
Fercent
Increass
Iten 1966 Lo48 19068 = LO&E

Current Frices

Expenditure , I:|:-I:a.|,-jlu'll
Generall’
urility amd liguor store
Impurance l:ru?:

Révenuae , gall
Generals
Otility amd liquar store
Ingutdance Erust

Pebt potstanding at end of fiscal
year

Expenddture, total
Ganatal
Intergoyeinmental
Direce
Inssitamce LEUSE
Roverue total
General
Insurance truat
Debt gubstanding at emd ¢f fiscal
Foar

rem=imlllions}accas

224,813
18% 406
7,262
76,126
225,661
188,462
6,619
30,558

426,950

143,022
118,679
13,115
106 , 564
23,342
151,142
118,547
22,595

319, %07

5 55,081
540, 0a8
o
1414

67 ,1K5
59,666
511

LA )

270,548

35,552
36,175
1,77
A7 L0
La%17
5T 254
44,277
2,977

187,242

o

Per Capita in Constant Prices

All Cower umsnts

108.1%

278.1
206.1
976.0
2Mi.B
215.4
163.6
5174

3.6

Federal Scvarnnent

Iol.8
25,2
eh4d 3
8.9
15473
1%a8.7
1677
5%, 0

6.8

Per Capita [ L9SR=100%
Percent Percent
IncToase OF Increase or
Decrease (-} Becrease {r)
1866 BO4R MG 1568 1964 _L94E 19481066
51188 3§ 375 206. 1% § 927 4§ 55k B . T%
967 342 182.7F Tan 502 55.4
17 14 131-3 an 24 25.0
Tieh 18 00,0 116 26 k2
1,152 W57 152.¢ 4930 ET1 8.6
962 407 1364 176 558 9.8
34 iy 100, 0 27 Eh i.B
154 13 .z 126 &8 162.5
1,180 1,548 1B. 0 1,759 2,713 =35.2
T30 148 1944 Gl3 155 2.7
a1l 133 162.2 513 134 33.6
a7 12 L5832 G4 17 20,4
G 271 L6, 2 457 17 44.2
119 1Q L.0%0.0 140 14 Blg.]
121 312 123.9 G5 462 i1.0
605 302 100,23 Sl 433 L7.3
LL5 20 4750 a7 ed 2455
1,633 1,721 =5.1 1,371 2,465 4.0
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TABLE 5 (COMCL'DM),--THE POSTWAR GROWTH OF GOVEEMMENTAL FINARCEE, IN CUREENT AND COHSTANT DOLLARS |

EY LEVEL OF CDVERNMENT

Curpent Prices

For Capita in Consrant Pricos

Pec {nplka [E95A=11H}
Total Parcent Parconc
Patcant Increase or InCToass OF
Incroasa Dacreasa (=) Decreage (=)
Ipam L3G6E 19s5 Lisl- 15964 198E 157448 L tHaf = 1506 L9466 1848 LB = L $hE
cem——inilliong}-=-
ate cal Gover
Expenditure, botal F o4 90§31 260 Jab . 4% &ES 5145 136, 5% 4376 5218 72.5%
Cenaral §2 842 L7 G684 J6&.5 523 121 349,68 328 182 80,2
Urilicy and liquor store T 2E2 . 206.1 a7 14 £31.3 % 45 20.8
Insurance ETusk 4, TEZ 1,197 249.5 24 & 200.0 1% 12 8.3
Bevenue, btotal 97,618 11,613 351.7 &%H 157 138.4 L 15 22 13.9
General 83,036 L7 254 381.4 514 L& 159.3 I8 177 H3.9
Intevgevarnmeatal [(from Faderall 13,110 1.B61 BOS .0 &7 1= G154 52 Lo 1737
From own ROUTFEER 63,916 18,389 355,73 357 0% 2400 277 154 75,3
Ueility and liguoer stoare &,61% 1,511 B3 B k= r 1000 26 i =
Ingurance trust T O 1,851 339.3 &1 13 FL5.4 i2 14 al.&
Debt outstanding at end of fiscal
year 107,051 18 &% 4718 547 127 3307 426 192 L20.8

i Duplicarive tgansactions betweon levals of goveroneat are excluded.

Mete: Detall may nob add to tobtals becspse of ecunding.

Seurce: 0.5, Buresa of the Ceneus, Hiptosical

e a

Ba. & (U.5. Govermment Printing Offlce, Washington, D.C., 1964); and Governmental Finances io 1965-fi4.

Governmental Finances and Employment, 192 Census of Governments. WVol. VI,
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FURTHER GROWTH IN PROSPECT

In recent years a number of investigators have projected State and local
revenue and expendi fture patterng. They have taken two basic a.ppru.a,n:hca: I;'_]_}
projection af the poveroment fector within the framework of the National B CONamY
{(Mational isncome and pl'l:lﬁu.-l'.‘t ac:ﬂuntﬁ}; and {E:I projection of governmental fi=
nances Within the classification frameuwork of the Census of Governments.

The first approach is exemplified by a projection of U.5. economic
growth to 1970 and 1975 recently published by the Joint Economic Committee of
the 0,5, Congress. It estimates an almost doubling of GHF by 1975 with a com-
mensurate growth in govermmental espenditures. In relation to GNP, Federsl aid
and State and local expenditure can be wviewed as the growth elements in the
govermmental sector.

The Committee assumed for the purpose of ita study that there would be
oo change im Federal tax or expenditure policy. On this assumption, they came
up with a substantial Federal Covernment surplus (317.6 billion for 1%70 and
$54.2 billien for 19753). In fact, however, as the Committee points cut, &
policy that permitted such Federal surpluses simply to accumulate would impede
maxisum economic performance and would result in sericus dislocations.2/ Accord-
ingly, the Committes made altermative projections, based uwpon policy decislons
mainly iovolving adjustments in the public sector. After allowing for a small
surplus, the remainder of the Federal surplus was distributed sne-third to tax
reduction and two-thirde to [ncreaged Federal expenditure, largely in the form
of aid to States and localicies. Based on these policy assumptions, the GHP
projections remaln unchanged , but the government secter L8 increased from 27
percent of the GNP in 1965 to almost 30 percent by 1975,

The Joint BEconomic Committee's prejections for 1975 conform closely
to projections of the Wational FPlamning Assoclation. Thet organizatiom esti-
mates 1975 GHP at between 51.1 and 51.2 trillion; Federal Covernment expenditure
betwoen $185 and $221 bBillion; State-local expenditure, between $15% and 5178
billion; and total government expenditure, between $31E and %365 billieon.

On the basis of explicit economic and demographic assumptions, the
"eovernment finances approach” examines each majer revemue and expenditure item
in decail to explain its determinants and to project its fubture behavior.

Twoe recent studies based on this approach are: (1) "Projeet *70,"
conducted under the auspices of the State-Local Finances Project of George
Washington University and published in a serles of separate documents by the
Council of State Governments;® and (2) Figseal Qutlook for State and Local Gow-
eroment te 1%75. Tax Foundation, Inc. (Hew York: 1964).

The "Project '70" study projected the State-local tax base for each tax
source by State, and estimated the yield of each in calendar 1%70, assuming the
tates and structures im existence in mid-19%65. It alse included projectlons of
Federal assistance to States and localities under the then existing grant pro=-
grams. On thies basis State and local taxes were projected at $70.3 billlon

* A summary entitled "Project '70: Projecting the State-igcal Secter,”
appears in Review of Economics and Statistics, May 1967.




(the fiscal 1965 total was $51.2 billion); total available revemue, including

Federal aid, was projected at between $102 and 5108 billion inm 1970, and total
fund requirements at 5122 billion. The difference between "fund requirements"
and "available revenues" would be made up from a 514 blllion to a 520 billion

increase in the annual rate of new borrowing.

The Tax Foundation study which makes projectione of State and local
roevenue, expenditure, and outstanding debt for figcal 1970 and 1973, uses
essentially the same approach and assumptions and arrives at similar findings.
A comparison of the two projections appears in Tables &, 7 and 8.

The Committee for Economic Development takes a somewhat diEfEFEnt
tack in projecting State and local revenwes and expenditures to lﬂ?ﬁhi Uasing
an aggregative technique, but applying the same general assusptions a8 to the
growth in the economy and changes in population, the CED copcludes thaer it
Ysonald require an increase of about $24 billion in general expenditures of State
and local governments between 1965 and 1975 simply to maintain the 1965 ewerall
level of scope and quality . . ."2/ Hence (with 1965 general expenditure at
$74.5 billion) CED projects State and local general expenditure for 1975 (in

1965 prices) at $98.5 billieon.

Howewver, CED finda also that keeping the State and local tax structurs
constant and with normal sdditions to debt the State-local revenue yield would
bae 5126 billiom in 1975. This, according to CED, would allow for a "scope
and quality” increase of 21 percent in general expenditure, brimging it to 3119
billiom. Then, if the 5tates were to follow the CED recommendaticons to broaden
their wse of the general sales tax and also to make more extensive use of
personal income taxes, they could raise thelr "acope and gquality™ of the ser-
wice to 33 percent and i?craase thelr State-local expenditure to $131 billion
(again at 1965 prices).B

We noted earlier the close conformity between projections of State-
local expenditures te 1975 developed by the Joint Economic Committee and the
Hational Planning Association on a national income and product mccounts basis.
Because "Project '70," Tax Foundation, and CED projections are based on the
"government finances" concept, it is difficult to wrench all five projections
inte the same mold. The four projections for 1970 are similar in megnitude,
but the four projections for 1975 begin to diverge as the recapituletions in
Table 9 shows. The comvergence of 1970 projections and divergence of 1975
projections may well stem from underlying assumpiions. Owver the long pull,
varying assumptions as to rates of growth in the componenta of government
expenditures can tesult in substanmtial differences in the aggregates. The
common Chread that runs through all the projections is obwious: State and local
government expenditures will rise sharply over the next decade.
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TABLE 6.--COMPARISON OF FROJECTED LEVELS OF STATE
ARD LOCAL GOVERNMENT FINAWCES, 1970 AND 1975
(Billions)

Council of State

Governments Tax Foundation
Calendac Fiscal Figecal
I1tem 1970 1970 1975
Source of funds:
General revenus, own
goutces, including aet
liquor store profits:
Illustration T BE.4) B85 i17.2
Tllustration IT 84.3)
Revenues from Federal
Government: )
ITllustracion L 22.1 20.3 0.0
Tllustration LI 18.5)
Total borrowing:
High revenue illustration 13.9) 4. 0 17.1
Low revenus illustration 19.6)
Total funds available 122.5% 122.% 164, 2
Uge of fusde:
General expendlitures 108.3 105.% 142.0
Debt retired F- G, 8 .8
Contribution to employee
retirement 2.5 2.4 3.0
Deficit on uwtility operacicns N a3 .
Additions to liguid sssets 3.5 .2 3.6
Total funds required 122.% 117.4 157.9
Funds available leas funds
reguired - 5.1 G.4

Spurce; Tax Foundation, Inc., Fiscal Jutlock for State and Local Government
te 1975 {Mew York: 1966).
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TAELE 7.--COMPARISON OF PROJECIED LEVELS OF STATE AND LOCAL
GOVERMMERT TA% COLLECTIONS, 1970 AND 1975
(Billioms)

Conmegil of State

Governments, Tax Foundation
Calendar Fiscal Fiscal
Tax 1970 _1870 _1975
Total taxes 570.3 569 .6 $90.2
Individual income b -6 6.3 9.5
Corporation income 2.1 2.7 3.7
Property 3.0 9.6 37.8
Sales and gross receipls
total 21.9 21.9 27.%9
Cenaral 10.7 10.8 15.5
Belective, rCotal 11. % 11.1 13.4
Moror fuel 5.2 5.2 6.2
Tobaccao .7 1.6 1.8
Aleohalic baverage 1.3 1.1 1.3
ocher 3.0 3.1 G.l
Motor wvehicle and
operators' licemses 2.6 2.4 2.6
411 other g.2 4.5 5.8
Additions since 1965 - Z.3 3.0

Source: Tax Foundation, Inc., Fiscal (utlook for State and Local Govermment to
L1875 (Hew York, 196a),
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TABLE H.-=COMPARTSOH OF FROJECTED LEVELS OF S5TATE AWND LOCAL

GOVERNMENRT GENERAT, EXTENDITURES, L1970 AND 1975
[(Billicns)

Functiom

Total general cxpenditures

Educazion, total
Local achools
Higher education

Highwavs , total
Current
Capital

Pyblic welfare
Cazh assistance
Medical vendor payments
Ocher

Health

Hospicals

Police and flre
Iaterest on general debt
Sewerage and sanitation
411 other general

Council of State
Goveromenls ,

Calendar

1970

Tax Foundation

§108.3

44.6
3.0
12.1

Fiacal Filscal
1970 1975
5105.9 5laZ.0
41.5 52.9
.4 ar.l
9.8 14.0
14.1 16.%&
4.8 6.1
9.2 10.5
10.% 17.1
h.h 5.3
.5 9.4
1.8 2.8
1.2 1.7
6.3 3.9
5.3 Fr
3.7 5.3
3.3 L
19.7 28.0

i} Includes $l.1 bBillion puhli; welfare expenditufz under Chea Eﬂuerty Prﬂgran.

Source: Tax Foundation, Imc., Fiscal Outlook for Scate and Loecal Government to
1975 (Hew York, 1966}, and The Council of State Governments, Financing

FPublic Welfare:

B

1970 Projections, July. 1965,




TABLE %.==RECAPITULATION OF STATE-LOCAL EXPERDITURE
PEQJECTIONS, 1970 AND 1975

Ezcimaced

Stacte-Local

Expenditures

1470 1975

Jaint Economic Comuictes of Eﬂngrzi:lf 2119 8173
Mational Planning .Auhm:u:iutI.i:nlt'j‘:'|r 11y 172
Tax Foundation, Im:.-lllr 114 158
Council of State Gﬂuctmncnt:é; 122 =
Comnictee for Economic I:Iw.'1;t1|:|1:l|'n|;r|'|.'|:&'I|I - 152

Ira
T

| =l 17
iy,

"Equilibrium Full Employment Position,” Watiomal Income and
Product Accounts Basis--Mean of High and Low Projections.

" Judgment Projection”--NHational Income and Product Acesunts
Basis.

"Funds Required'--Covermment Finances Framework.

"General Expenditures'--Government Finances Framework. Orig-
inal CED estimate of 5131 billion, based on 1965 prices and
using the "strengthened tax system, was ianflated to 1975
prices for comparability with Tax Foundation estimate by as=-
suming a price change of 1.5 percent per year.

Source: ACIR Seaff Estimates.
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Howewer, Watiomal and State aggregates conceal wide wariatioms in local
revenue capabilities and expenditure requivements--a critical point that the
authors of these studies both recognize amd emphasize. Even 1f it ia true that
thare will be no revenge-expenditure gap on the average, such gaps will develop
in particular States--gaps which will have to be met £rom new tax and non-taz
sources, incredased rates, and more borrowing. One cecent study, commissioned
by the Wational League of Cities, actuwally prejects an aggregats revenue gap
for municipal governments alone of $262 billicn over the next 10 years, 7%

The predictive value of expenditure and revenue projections diminishes
a8 the focus of attentionm shifts from the nation to the State and particularly
to the community. For example, many of our great citles appear to have a
rather bleak fiscal prospect desplite the finding that on the average Sctates and
localities should be able to make ends meet.

The muiltiplielty of local povernments adds a "third dimension” to any
revenue and expendliture projection--an intergovernmental factor that tends to
minimize the effectiveness of both the local property tax base and State
equalization efforts and to maximlize the effectiveness of forces pushing in the
direction of preater expenditures. For example, the industrial asseossments to
be found in metropolitan tax havens or in "low rate” jurisdictions are locked
up and thus enjoy a partial tax exemption privilege. Om the expenditure side
the multiplicity of school districts and units of general government create
thelr own compecitive demand for esalation--1f one school district extends the
school day or the school year, the neighboring jurisdictions will scon be con-
fropnted with the demand for comparable improvements.

The multiplicley of povermments and its political corrollary "home
rule" can work ageinst che most efficient allocation of resources--a "surplus"
situation in ome commmity ordinerily will finance projects of increasingly
lenwer prigrlity rather than wnderwrite a high pricority function is 4 seighbor-
ing community confronted with a “deficit” sitwatiom. It should also be noted
that the multiplicity of logal governments creates a political milieu thac
makes State eqgualization efforts more costly tham &fficient., In erder to help
the peorer districts or communities, it 15 wswally necassary to provide a mea=
sure of ald to all districts imcluding the most wealthy.

1t is far easier to point out the policy limiations of Wational and
State projecctions than to caleulate a surplue or defieie for edch major unmie
of local gpovermment in the Uniced States. HWo organizetion has yvet found it
expedient to take on this palnstaking task, and the Commission has not dome so.

Weverthelesa, there £85 an imperative need for the type of information
that will enable policymakers to draw reliable inferences about the shape af
thinga to come at the local lewel in peneral amd for metropolitan comuuinities
in particular. More specifically, what is the fiscal prognosis for our major
cenktral citieg gnd their suburban communities? The Commission's adtesdment 18
presented in Volume 2,
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REVENUE SHARING

Theae troubled with the fiscal constraints with which State and local
goveraments contend as they strive to respond to the people's burgeoning needs
are understandably ateracted to suggestions that the Federal Governmeat deploy
more of its resources to thelr needs. They received strong encouragement at
the ecime of the 1%64-65 Federal tax reduction, when much peblic discussion in-
gide and outside the Federal Government focused on the striking revenoe growth
potential of the Federal tax structure and the long-run prospect of collections
from present taxes outrunning anticipated Federal expenditurs commitmente,
Bevenue asharing is but one of several alternative methods for wtilizing a
Federal surplus (Appendix B, Table B-2).

The idea of increased Federal financial assistance was given impetus
by the supgestion, made by Chairman Walter Heller of the Council of Economic
Advizors in 1964, that the Feddral Gowermment share some of fts growing income
tax collecticns with the States when another tax reduction cpportunity pre-
sented itself. IFf State and local treasurles could be buttressed with general
purposes financial aid they would ke freer to shape responsive remedies to their
particular local needs. To the extent that Federal taxes collected through
the progresaive income tax could be substituted for further lnereases in State
and local collecticons from regressive sales and property taxes, the falrness
of the overall Amerlcan tax system would be improved.

Federal tax sharing propesals had been sponsoved fnside and owtside
the Comgress for some years. These earlier plans for general purpose revenus
sharing, however, were on the basis of the place of collection and were criti-
cized Eor failing to take account of State needs and resources and for lenor-
ing the fact that people may pay their taxes in one State but live and work in
one or more others. Dr. Heller proposed that the Federal Government share some
of its income tax collections on the basis of population and that it depart
from the long standing practice of limiting its aid to specifically identified
purposes #nd functions.

Key Features

While the revenue-sharing idea has aot been embraced by the Mational
Adminlistration, it has attracted strong Congresslomal interest. In the 8%th
Congress, at least 37 members sponsored or co-sponscred 31 tax-sharing bills.
The 90cth Congress im 1lts first session alone almost doubled this mumber with
other 110 Members sponsoring or co-spofsoring over 90 separate bille among
which are 33 different variations on the tax-sharing theme (Appendix B, Table
B=2}.

Basis of sharing--Most of the Bills {6%) introduced ian the 90th Con-
grese make provisions for sharing from one to flve percent of federal income
tax collections. 5ix bills use taxable income rather than actusl tax col-
lections in determining the amount et aside for distribution te the States.

Two use total Eederal tax revenues and another ewo employ tobacco and alecohol
tax collections,

Allocation factors--Population, per capita income, and revenue or Cax
effort are the most popular allocation factors with 56 bills using a combination
of these, Two bills use only population, two use population and per capita in-
come, and one bill uses the combination of population and revenue effort.
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State shares based on each of these factors are set out in Table B-3. The
return of Federal revemues directly to the Scates of collection was the most
popular factor in the B9th Congress and still commands some support. Twalve
billa use this factor, although it does not equalise among rich and poor
States. Some proposals, most potably those adevocating aid te education anly,
have other speclal allocation factors such as public school envollment.

Provision for local sharing--Thirty-two bills make no provision for
local pass-through, leaving this to the individual States. Of the remaining
number, forty-four specify that a certain percentage, generally &£5-50 percent
of the State allocation, go to local governments. One bill provides for
direct sharing from the Mational Goewernment to the metropolitan areas with ac
least 1.5 million people, under specified conditions.

Hene of the bills introduced thus is directed explicicly to the
reduction of fiscal disparities among jurisdictiong in metroponlitan areas.
A per capita distribution formuls wouwld produce a moderate degree of egqualiza-
tion between wealthy aad posr jurisdictions providing at the same time the
most aild te the more populous jurisdictions. But in erder to substantially
teduce disparities between the velatively affluent suburba and fiscally hard-
presged eitiea, the population factor i nor enough. Others may need to be
included, If, for example, the local allocation formula were based on non-
educational expenditures, central cities would receive preater aid than the
suburhan jurisdietions. The 3% largest central cities contain approximately
18.5 percent of the WHation's population, yet they would receive 28 percent of
per caplta funds adjusted for noneducational eax elfore--a clear-cut method
for compensating the central city for its municipal owverburden. By the same
token, the suburban communities in these 35 metropolitan areas, with 21 percent
nf the population in the United States, would receive 18.3 percent of the
support grants. Thus, while coming to the aid of all commupitics, the most
assistance would be extended to those communities with greatest need. State,
local and selected city shares of a % billion support prant are set out im
Table B=4.

Expenditure comtrols--The great attraction for State governments is
the prospect of "no-strings" use of the resulting Funds. Both State and local
administrators have loog sowght to nbtain bloc grants, free from regulations
as to matching and wse, ag described elsewhere in this Report.

Expenditure controls on the Federal tax money being shared with
States range from totally "free money" in nine bills to comprehensive and
stringent State and local government modernization plans in ancther (Beuss
H.E. 1186%. The remaining bills provide controls ranging Erom compliance with
certain Federal statutory requirements such as civil rights and fair labor
practices to the submissgion of comprehensive State speading plans. Most bills
call for pericdic review of the program by the Federal executive and legislative
branches.

Belaclon to Federal grant-in-ajd programg==-0Out of twenty-eight bills
calling for a cut-back of existing grants-in-aid in the legislative preamble
only three actually have a provision directing such a cut-back. Two other
bills make such & cur-back provisional.
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lustrative Proposals

The evolution of the concept of Federal general support for States and
localities can be illustrated by several of the specifiec proposals pending in
the 90th Congress.

Javits bill (5. 4B2}--This bill focwses the shared revenues on expendi=
tures for the major "people related” functions-=health, education and welfare.
It provides for one percent of taxable income reported on individual income
tax returns to be set aside in a revenue-sharing fund, B3 percent to be dis-
tributed to the States on the basgisg of population and relative revenmue effort
with the remaining 1% percent used to supplement the shares of States with
be low average per capita incomes. A local pass-through provision requires the
States to submit & local sharing plan each year but leaves the exact amount to
be shared wp te each State. The local allocation muae take into consideration
population, density, per capita income, local costs and any other relevant
factors necessary to the individual State. The legislation prohibits the use
of these funds for highways, property tax relief, debt secvice, disaster relief
and administrative expenses.

Tydings bill (5. 673)=-=This bill is unique in providing direct aid
to metropolitan areas of 1.5 million people regquesting a per capita allocation.
A Commission on Federalism would be established to distribute to Svates &
maximum af one percent of aggregate ifndivideal and corporate Lneome tax re-
ceipts. The distribution would be on a population basia except where s State-
local tax effort ratio 1s below the national average. Where direct allacation
is made to a metropollitan area, the per capita amount allocated to the State
for the area's population is reduced to two-fifths of the full amount it would
have recelved--an fncencive to a State for facilitating the creation of a
metropolitan approach. Comprehensive State and local spending plans are to be
submitted to the Federalism Commiseion acting in an advisory capacity only.
It would, however, make an annual report to the Congress with an analysis and
judgement as to the overall effectiveness of the plan as it operated ia the
previous year.

Reuss bill (H.R. 1166)--This bill requires the modernizacion of State

and local governments as a precondition of large scale Federal financial aid.
It provides for a $50 million straight appropriation for initial planning
grants to States to modernlze State and local government; each State to receive
4 per capita share, but not less than a minimem of $250,000. This money ie for
developing 4 comprehensive State and local government modermization plan. The
plan must meet certaln requirements many of which parallel recommendations of
the Advisery Commission on Intergovermmental Relations. The plan is subject

to the approval of a reglonal coordinating committes, composed of representa-
tives of Governors and this Commission. The Mational Government 1z to make
available & sum of §5 billion annually for three years in the form of bloc
grants bo assist the States in implementing thelr plans. The distribution to
States Ls on the basis of population, but up to 20 percent of the money can

be redistributed to low-income States based on thelr relative poverty lewvel,
urbanization, and vax effort as determined by this Commission. Each Stace

mugt distribute a minimuem of 50 percent of its allocation to its local gowern-
mEnts -

Goodell bill (H.E. &070) and Laird bill {H,R, 5450)--Two StTong revenue=
sharing advocates have introduced bills that are similar in their shatring basis
and their State distribution; both call ultimately for an appropriation of 5 per-
cent of total individuwal income tax receipts. Both bille distribute 90 percent

60



of this appropriation on the basis of population and tax effort and Een percent
to the 17 States with the lowest per capita income on the basis of population
and per capita incomz, The Goodell bill earmarks 45 percent of the State
allocation for local goeernment with the exact formula determined by each State.
The Laird bill leaves the distribution of the money entirely to the discretion
of the States. Both bills call for a cutback in the present grant-in-aid pro-
gram but oaly the Laird bill directs and authocizes such a cutback. The Lafird
bill, in addition, provides a Federal imcome tex credit for State and loeal
taxes paid by individuals, beginning at 10 percent and increasing 10 percent
each year to a maximum of 40 percent.

Foreign Experience With Revenue Sharing

Several foreign countriesa have used the gensral support device and
the same general considerations (equalization and local responsibility issues)
were also relevant issues abroad. The lessons of foreign experience, howevaer,
are mot clear-cut and therafore may not be of general applicability to the
United Btates either now or in the future. Honetheless, one of the more general
findings that dees emerge rather strikingly, is the adoption of the income tax
&5 a revenus soutce for the cemtral goversment, thereby shutting off or con=-
straining its use by lower governmental levels., This situation of fiscal
imbkalance, therefore, gemerated pressures for devices to channel money from
the Federal to the State sector imvelviag the complex political problems of
creating a sharing arrvangement acceptable to several competing gowernmental
upita. In India, however, tax eharing avoide this political econfrontation,
since this ia written iako the Constitution, with a statutory body--the Finanee
Commni gsion--appointed avery [ive years to determine the actual tax shares for
egch region or State.

Although the tax sharing debate in the United States is moat penerally
linked spolely ro the sharing on the individual fnecome tax, the general aupport
prograsg of both Canada and Germany include additionsal tawes as well. In the
latter, for example, the corporate incoms tax is also shared between the Federal
and State governments and the 1966 Commission om Financlal Reform recommended
including also the turnover tax (& sales levy on successive stages of production)
as well as the gasoline tax, provided the State wse the receipts only for urban
road construction.

By and large, equalization has been the objective of tax sharing
arrangements in other countries. Canada goes quice far in this direction,
providing grants in the amounts necessary to bring the per caplta vleld from
the various taxes ineluded im the base up to the average lewel in the two
wealthiest Provinces, Germany alse has equalization features built in to its
ayatem with the interesting feature that States are obliged to grant a part
aof thelr receipts to municipalities; this share, howewetr, ig determined by
State-=rather than=-Federal law.

The experience In India is different. Although some agtention is
glven to equalization, the results are rather mixed because some of the taxes
that are teturned afe done so on the basizs of origin of eollection. Thus,
the more efficient tax adminlstration powers of the Fedecal seceor are called
inte play specifically. Some observers read the past experlence in India as
a demonstration that uoader tax sharing, State governments 4o not seem to make
an adequate tax effort or carefully scrutinize their public expenditures, and
that tax sharing cobligations tend to erode the counter cyclical powers of the
central Govermment.
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Chapter 4

SIGNIFICANT FEATURES OF FISCAL FEDERALISM

In assessing the fiscal balance in our federal sysbtem, we oeed Eo exam-
ine {a) the legal system that parcels out policical responeibility for revenue-
raiging and expenditure decigions, (b} the sccisl and political diversities and
figcal digparities that Elow from the basic decisionm to decencralize tax and ex-
penditure avtherity, and (c) the various interpovernmental fiscal arrangements
designed to minlmize fiscal disparities that result from the uneven discribution
of revenue resources and pubklic service reguirements.

WIDESFREAD DIFFUSION OF FISCAL AUTHORITY

Decentralized decigion=making {8 an enduring objective of owr Federal
system, and a substantisal measure of it 13 ensured by the sharing of responsibil-
1ty for tax and expeaditure decisions between officials representing the Hational
Government, 50 States, and over 80,000 local gpovernments.

Judicial decisions and legislative acticons have rendered largely obsolete
the doctrine of scricely limfeed national powers. Stcates, however, are sgill
fras to exercise those powers that are not specifically delegated to the Narional
Gowernment by the Constitution, nor expressly prohibited to them under the
Constitution.*

Multiplicity of Local Govemment

Local govermments derive their powers from the States, and are organized
in warious ways according to the particular 5State constitutions and statutes under
which they operate. A% a result, there is confiderable interstate variation im
the kinds of local government and the division of respongsibility between State
and local governments for the provision of particular governmental services.

At the beginning of 1967 there were 81,253 local governments in the 50
St..p.t.q-s.l'r Two trends are evident; a sharp reduction in the nusber of school

digtrictas, Fartiallj offaet by a marked increase in the pumber of apecial
districts.2

* United States Constitution, Amendsent X.
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Type of Government 1967 1962 1957 1952%

Total 81,304 51,234 102,392 116,807
I.5. Government 1 1 1 1
States S0 30 50 5h
Lacal governments Bl,253 91,185 102,341 116,756
Counties 3,049 3,083 3,050 3,082
Municipalities 18,051 17,997 17,215 16,807
Towmships 17,107 17,154 17,198 11,202
School districts 21,782 34,678 50,454 67,355

Epecial districes 21,264 16,3234k 14 424 12,30

whd justed to Inelude umits in Alasks and Hawafi, which were
reported separately prior to adoption of statehood for these
apeas im 1959,

#Includes about 1,700 entitiesa which under esarlier Census

classification practices would have been regarded as depen=
dent agencies of other governments rather than as separate

Eovermmenta,

The aumber of local wnits of goveroment varies widely from Stace to
State, In 1967, Illineis, Pennasylwvania, Eansas, Minnesota, Webraska, South
Dakota and Califernia each contained more than 3,300 local povernmente, alto-
gether aceounting for almoat two-fifths of the local government units in the
United Statee, although accounting for only one=fourth of the country's popula-
tion.2/ Connecticut and Fhode Island have no county government, and lese than
half of the States have organized towmships. Independent eéchool distriet govern-
ments provide public education in almost all States, yet in Hawaii, Maryland,
Horth Carelina amd Virginia this form of local govermment is completely absent.
In Hawaii, public education is State administered, and in the other three States
it {8 & county amd municipal functiom., In about half of the 5tates where inde-
pendent school district organization dominates, public school syatems are alse
operaced by genmaral purpose governmants.

Begional differences in local government units g&re highlighted by data
on the average number of local governments per county area. In 1967, 19 States--
almost all of them in the Sputheast==had less than 17 local governmments per county
area. &t the other extrese 13 States--mainly in Hew England and the Midwest--had
45 pr more local govermmente per county area.zt

The implication of these numbers for flscal federalism are far reaching.
The large musber of local govermments means for example, that the property tax
base--the principal support of local povernment--is divided sometimes ratiomally
but often quite frrationally among governmental uwnits. Throughout the system as
4 whole, some units enjoy relative loeal fiscal ease while others tetter on the
brink of fiscal exhaustion as they pass through varicus stages of development.
The fiscally poor frequently must pressure the overlying State government for
sustenance. The variety of ways in which States have responded is a credit Eo
the Ingenuity of man. The list includes shared taxes, lecal supplements to State
imposed Baxes, pqgualizarion grants, wnconditional grants, and outright assumption
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of flacal and program responsibility. One of the strengthe of the federal system
s ies demonstrated capacity to adapt to the diversity of local circumstances.

In the process, however, a clear, orderly division of autherity and responsibili-
tiea ag between States and localiclea has been lost.

Intergovemmental Distribution of
Functional Responsibility

With few exceptions, demestic public functioms have become the shared
responsibility of several governmental levels. Indeed, if the source of finan=
cing is taken into account, there {8 hardly a functional area, even amomg thosc
that traditionally have been considered strictly lecal Iike elementary and secons=
dary school education and sewage and sanitation im which Federal, State and
local governments do not pacticipate £o some exXtentC.

A3 between State and local governments, the allocation of responsibility
for the performance of particular fumctions also waries. The distribution of the
50 States in terme of the State percentage of State-local direct gencral expendi-
ture is revealing (the U.5, average is 35.1 percent):

State Percentage of State- Mumber of
Local Genecal Expenditure States
657 and over &

55 - a4.% 2

45 - 54,9 20

35 = B4.9 16

25 = 4.9

Legs than 25 2

For total gpemeral expenditure, the State ghare varfes from more than Cwo-
thirdas in Alaska and Hawaii to less than a fourth in Hew Jersey and Hew York
(Table A-2), The two neweast States prefer to provide governmental services di-
rectly from the State level. Two of our oldest States retain the tradition of
"keoplng government close to the pesple.”

The relationships for the major functioms of educatiom, highways and
public welfare explain most of chis variation {see Table A=2). Both Alaska and
Hawaii provide a8 dirvect State services much or all of the elementary and secon-
dary education, public welfare, and bighway services and facilities. Public
agaistance--a particolarly costly function in the morve fndustrislized States--is
administered at the local level in Californis snd Wew York, as well ag in abrut
one=third of the other States. Some 3tates, like Horth Carolina, Virginia and
West Virginia, build and maintain local roads; others like ¥ew Jersey leawe this
function entirely to the localities.

The fact that the performance of certain functions is assigned to local
governments in some States does nol necessarily mean that the financing of those
functionz is lefr entirely to the localities. Although both Hew York and Wow
Jersey are almost fdemtically low in the State proportion of State=local direct
general expenditure, they differ considerably in the way local spending for those
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functions is financed. For example, New York localities obtain about one-third
of their general revenue from the State while local governments in Mew Jarsey
until recemtly recelved from the State only about one=seventh of their pensral
revenue.®

INTERSTATE DIVERSITIES AND DISPARITIES

A might be expected, decentralization of fiscal and political authority
cuts two ways. On the plus aide, it permite elected officials to tailor public
pelicies and programs te fit wide variatione ln the willingness and abilicy of
communities and States to finance public servicea., On the nepative aide, wide
variations in tax burden and public service levels (particularly in welfare and
education fields) take on the mormative color of fiscal and social "diaparities,”
thereby stimulating public debate over the fiscal need for equalizaticon and the
political necessity for State or Federal interventicon and control.

Persistence of Demographic and
Social Diversity

The interstate diversity in a number of demographic, economic and
social indicaters is shown in data reported anmually by the Department of Health,
Education, and Welfare.3/ The interstate range in those indicators is shown in
Fig. 4.

Deapite its growing economlc and cultural interdependence, the nmatiom
contlnues to manlfest sharp pelitical, scclal and regiomal diversity. The urbam-
rural mix, the social composiction and the sge composition of a State's population
are the most important determinants of the public demand for services anmd its
willingness to pay for chem, While the income distribution has an important
besring on & State's fiscal capacity, soclal data, such as the number of welfare
reciplents and the amount paid to them, housing conditionms snd edwcationml
achievement , measure the extent to which & State will translate demand into pub-
lic programs.

Convergence of State Personal Income and
State-Local Tax Effort

The amount of personal income received by residents of a State provides
a basie for comparimg the States' taxable resources despite its shortcominge as
a meagure of fiscal capacity.éf In 1966 per capita personal income in the United
Gtates averaged $2,963 and varied from a low of $1,777 in Miesissippl te & high
of 43,690 in Connecticut--a range of 1:2.1 betwesn the lowest sand highest income
State (Table A=3), Petsonal income has been growlng at & somewhat faster pace
in the low income States than in the high income States, so that the gap between
high and low income S5tates has besn marrowing slowly. The measure that deplcts
the tendency of data to be grouped arcund an average is the coefficient of

* Including Federal aid channeled throogh the States.
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Figure d
DISPARITIES IN STATE AND LOCAL CHARACTERISTICS
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Figire 4

DISPARITIES IN STATE AND LOCAL CHARACTERISTICS
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variation--the smaller the coefficient, the closer the grouping around the aver-
age. The Hatlomal Planning Association estimates that the coefficient of varia-
tien in the level of per capita income among States has declined from 23.0 percent
ia 1950 to 21.0 percent in 1960 and 20.4 percent im 1964, and will declime further
o 17.0 percent by 1975 when per caplta personal income for the Nation as a whole
is projected at 53,406 (in 1964 dollars).l/

Income distribution is amother important factor in the revenue raising
potential of the States. State by State data from the 1960 Censue of Population
indicate significant diversity in the distribution of families by income size in
1959 (Table A-4). For the Hation as a whole, 21 percent of the famlilies had
annual incomes of less than $3,000 and 15 percent had incomes over $10,000; the
comparable figures for Mississippi were 52 percent and 5 percent respectively.

In general, the percentage of low income families is higher in the southern States
than in the other regioms. WNevertheless, as in the case of per capita incomes,
the trend has been toward a gradual convergence in the interstate differemtials.

PERCENT DISTRIBUTION OF FAMILIES BY THCOME LEVEL, AMD
BY REGION, 1959 AND 1965%

§3,000 §5,000 $10,000 515,000

Mdet L Lo o and

Region 53,000 54,999 59,999 514,999 hyar
1965

Hortheast 12 14 &5 20 9

Horth Central 14 15 &5 14 ¥

South 25 19 L) 12 L}

Weat 12 15 52 21 1

United States 17 16 52 17 |
1959

Hortheast 15 20 &8 12 f

Horth Central 19 20 45 11 ]

South k| 23 34 7 3

Wear 16 18 47 13 A

Uniced States 21 21 43 11 a

#1565 data from U.5. Department of Commerce, Bureau of the
Censug, Consumer Income (Series P-60, Mo. %7, September 24,
1965), p. 4: 1959 data from Tablae A-4%.

The relationship between State-lecal ctax revenus and personal income is
a rough seasure of tax effort. By this measure, it is apparent that the more
urbanized (higher income) States are oxerting an loncreasingly greater tax effort
(Table 10). The less urbanized (lower income) States actually experienced a
decline in their relative tax effort. In part, this reflects the movement of
lower income population groups from the rural to the wrban areas of the Nation
where they are frequently charvacterized as “high cost cltizens."
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Bignificant Interstate Variations in the Use
of Major Tax Bources

Hot enly 1s there great diversicty [rom State-to-State im the overall
State-local ta=x effort, but there fs also considerable Interstate variatlon in
the extent o which major cax spurces are used. For particular tax sources, tax
rates and bases are the prime determinants of the intensity with which a tax
regource la exploited.

State sales taxes.=-Forty=four States now Limpose general gales taxes at
tates tanging from 2 percent in 6 States to & percent in Pemmaylvania. At the
end of 1967, most States imposed a rate of 3 percent or more.

Wumber of
Ratce Staces
2 &
2-112 1
3 25
3-1/2 2
&4 5
4-1/4 1
4-1)2 2
5 2

Hany of the States tax some kinds of services under thelr general sales
tax laws in addition to the sale of tangible personal property. Among them are
utility services, rental of rooms of transients, laundry, dry cleaning and re-
peir services. Fourteen States, including four of the seven with the moet re-
cantly enacted sales taxes, exempt food==an exemption which reduces sales cax
yield by 15 to 20 percent. These States, together with their sales tax rates,
are listed below. They inelude many of the States with the highest rates:

California® 5% Hew Jersey L)
Connecticut 3-1/2 Mew Yorks 2
Florida 3 Ohic® &
Maine & Pennsylvania 5
Maryland 3 Ehode Island 5
Maszachusetta 3 T it 5% 2
Hinnezota 3 Wisconzin 3

*Logal "pigegyback sales tax authorized: 1/2 of 1% in
Dhie; 1% in California and Texas; and up to 3% in New
York.

* Generally groes income after deduction of necessary business and trade costa.
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TABLE 10.--STATE AND LOCAL TAX EFFORT, BY STATE, 1957 ARD 1966

Tax Efifortc Belative to
U.5. Average

Tax Revenue Percent
4z a Percent of Increase or
Pargnonal Income Decrease {-)
State and Region 1966 1957 14966 1957 14957~ 1966
United States 10.2% B.5% 1830, 0% 160, 0% -
Hew England 10.1 8.7 a%.0 102 .4 =3.3%
Maine 10. 7 5.0 104.9 106.9 -0.9
Hew Hampshire 9.1 8.1 89.2 45.3 =6.%
Vermont 12.1 10.7 118.6 125.% =5.8
Massachuserts 1.6 Gt 103.9 110.6 =61
fhode Island 10, & .7 98.0 90.6 g.2
ConnecLicul G, 0 FR dh. 2 ayv.l 1.3
Mideast 10.5 4.3 102.9 47.6 5.4
Mew York 12.2 9.4 119.6 110.6 3.1
Mew Jersey 8.7 1.0 45.13 B2.4 3.5
Pennsylvanla 5.2 1.8 90,2 91.8 =1.7
Delaware 8.3 5.2 #1.2 61.2 49.0
Maryland 9.3 - 41,2 Ba.2 3.4
pistrict of
Co lumhia g.1 1.0 1.4 B2.5 =3.5
Great Lakes 9.4 7.6 92,2 9.4 3.1
Michigan 10,0 g.0 98,0 8.8 -0.8
Ohio g.3 6.9 #1.4 Bl1.2 0.2
Indiana 9.7 s | 95.1 83,5 13.%9
Illinois 8.8 7.4 86.3 BNl =0.,49
Wisconsin 12.1 9.6 118.6 112.9 5.0
Flains 10.6 9.0 103.9 105.9 =1.49
Minnesota 12.0 10.1 117.6 118.4 =1.0
Towa 11.3 10.1 110.8 116.8 -b.7
Missouri 8.9 7.0 B7.3 82.4 5.9
Morth Dakata 11.1 12.1 108. 8 14524 2536
Zouth Dakota 12.0 11.4% 117.6 134.1 -12.3
Mebraska 9.1 B.2 89.2 6.5 -7.0
Kansas 11.1 9.4 10E.8 110.6 -1.6
Southeast D.7 4.6 05:1 101.2 =G0
Virginia 8.5 7.9 1.3 92,9 -10,3
West Virginia 9.8 7.7 96.1 qik.h 6.1
Eentucky 9.1 F.7 B9.2 Qi & -1.5
Tenne ssee 9,2 8.5 90.2 100.0 =08
Hoerth Carclina 3.8 8.4 Q6.1 98.3 2.7
South Carolina 9.k BE.9 0z2.2 104, 7 -11.9
Georgla 3.3 B.& 0l.2 101.2 4.9
Florida 10.2 9.1 100.0 107.1 "
Alabama §,.2 77 0,2 9.6 o
Misgissippi 11,4 10.% 107.8 128.2 -15.9
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TABLE 10 (COMCL'D}.--STATE AND LOCAL TAX EFFORT, EY STATE, 1957 AND 1966

Tax Effort Belative to

.5, Awve rage

Tax Bevenue Percent
Az & Percent of IncEease or
Personal Income Necrease (=)
State and Region 1966 1957 1966 1957 1957- 1968
Uniced States 10 2% 8.5% 1040, O 100, 0% -
Boutheast {cont"d)
Louisiana 11.4 10,4 111.8 122.4 -B.7
Arkansas 9.7 8.7 45,1 102, 4 =7.1
Southwest .8 8.3 96,1 97.6 =1,5
Ok Lahoma 10.1 9.6 49,0 110.6 =10.3
Texas 9.1 1.9 85.2 92.9 =4 .0
Wiy Moxieco 11.7 9,5 114.7 110.6 3.7
Arizona 12.3 9.4 120.6 116 9.0
Rocky Mountain 11.9 9.7 116. 7 114.1 2.3
Hontana 11.5 3.9 11z.7 116. 5 =3.3
Idaho 11.5 9.3 116.7 109, 4 6.7
Wyoming 12,2 9.7 119.6 114.1 G.8
Colorada 1Z.1 o.B 118.6 115.3 2.9
Ttah 11.7 B.E 114.7 112.% 1.6
Far West 11.7 b.6 116.7 112.9 1.6
Washington 10.B B.9 105, 9 104, 7 1.4
Oregon 10.5 10.2 102.9 120.0 =14.3
Hevada 10.86 0.3 103.9 1094 -5.0
California 11.% 0.6 116.7 112.9 3.4
Alaska G0 3.3 B&.2 65,7 6.3
Hawaif 12.3 B4 120.6 110.6 9.0

lf Persondal income data based on average of two calendar years, 1%65-66 and
1956=57, respectively.

Source: U,5, Bureau of the Census, Historical Statistics on Governmental Finan-
cesd and Employment {1962 Census of Governments, Wol. VI, Ho. &} 1964;
Governmental Finances in 1964-65 (Reviged February, 1967}, and U,5, De-
partment of Commerce, Survey of Current Business, April, 1947,




Interstate comparisons of the net affect of variationms in State sales
tax races and bases can be gleancd from the tables prepared by che Internal Rev-
enue Service specifying for each sales tax State the amount of sales tax
deduction allowable on Federal income tax returns. The allowable deduction for
a family of four with an income of about 57,500 on 1966 returns ranged from 526
in Hassachusetts to 5153 ip Michigan (Table 11).

State personal income taxgs.--With a wide range of rates, personal
exemptions and deductions, the 35 3tate personal income taxes vary considerably
in thelr impact on individval taxpayers. On the basis of 1966 Seate personal
income tax collectfons relative to the 1965 adjusted gross income® in each
State, the effective perconal income tax rate ranged from 0.4 percent in
Mississippi to 3.5 percent in Oregon (Table 11). Figure 5 shows the relative
State=by=-5cate use of personal income Caxesd.

State-local propercy taxes.=-=The Southerm 3tates, which finance sub-
stantlal portlions of State-lecal expenditures from State funds, make relatively
lighter use of the property tax than do the other States. This is borne out by
data from the 1962 Census of Governments on effective propetfty tax tates {(Table
11). With local property tax revenue of about 518 billionm in fiscal 1962 (mow
about 26 billion) the average effective rate {(based upon matket value of rTeal
estate) was 1.4 percent for the Hation and it ranged from a low of 0.4 percent in
Alabama to a high of 2.8 percent in Massachusetts. Similar relatiomships exist
today.

Moreowear , these State averages conceal great varfatlioms in local pro-
perty tax burdens. For cxample, & State with an average tax rate of I percent of
current market value will undoubtedly have some commmities with tax rates below
1 percent and others with rates in excess of 3 percent.

Unutilized tax potential.--The very existence of interstate differences
in the wtilization of perasnal income, general sales amd property Ctaxes Suggests
unused tax capacity at the State and local levels. This is further substantiated
by several calculations described briefly herc and elaborated wpon In Appendix D,
aspecially Tabkle D-1.

1f each State had approximated the average personal income Eax
effort of the 10 "top" income tax States, State perscnal income
tax collections in 1966 would have amounted te $11.2 billion,
instead of $4.8 billion. This 58 billion gap betwesn potential
and the actwal reflects the fact that 15 States do not even tax
persondl income while most of the others make only a token ef-
fort to do so.

If each State had made the same general salea tax effort ae the
average for the 10 "top" sales tax States, collections from this
gource would have amounted to $14.&5 billion in 1966, compared ko
actual collections of $9.2 billion. This $5 hillion gap betwesn
State potencial and actual performance can be attributed to the
Face that 6 Stages do not levy the sales tax and many of the
other jurisdictions still have what might be considered untapped
potential for base or rate increase.

If all the State and local goveroments made the same property
tax cEfort as the average for the 10 "top" property tax States,
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collections from this source would have amounted to 533.8 bile
lion in 1966 compared to am actual collection of 524.5 billiom--
a $% billion gap. While the country would be better off with
legs dependence on the property tax, there is no denying that

in light of rewenue needs and prevailing taw levels, 4 aumber
of States, particularly in the South and Southwest, are leaving
a very substantial property tax potential wntapped.

Although States and localities ave shown by the foregoing to have sub-
stantial revenue potential remaining, the calculations overstate this potential,
particularly with respect to local governments. We are desling with 50 soversign
States and over BO,000 local taxing suthorities with diverse requirements, all
operating under very conslderable policical constraints.

Moresver, even full uwtilization of the $20 billion "untapped potemtial™
would leave gome States and many localities Ear short of their expenditure
requirements. It should be cmphasized that fiscal surpluses cannot be exported.
If all State and local govermments levied and collected the fiscal potential of
these three taxes some would have surpluses and would employ these to further
augment their services or retire outstanding debt . Moreover, an untapped income
tax potential im Illinois would not help Wisconsin. Im fact, it is a competitive
deterrent to further uwtilization of the income tax by Wisconsin, Similarly, a
local property tax surplua im Grosse Polnte would pot help Detroit. A full tax
effort by South Carolina or Arkansas up to the level of the "top ten' still
would not give those States the rescurces necessary to equalize adequately the
cost of education betweenm well-to-do and “poverty” children.

Tax wtilization index.-=-The extent to which State and loeal governments
have wtilized the big three {sales, income and property) can be measured by com-
puting the percentage relationship between actual and potential yield. The resulc
iz a State=-local tax wtilization index, in which a State scores "1000" urilizationm
if its tax effort equaled that of the average of the 10 highest States using the
personal income, general retail sales and property taxes, respectively. In all
cases, tax effort is measured by tax collections expressed as a percentage of
State persomal income. The utilization rates Eor the States and the Distriet of
Columbia are summarized Iin the following table:

UTILIZATION RATES OF POTENTIAL STATE-LOCAL YIELD FROM PERSONAL
THCOME, GEMERAL SALES AND PROPERTY TAXES, l%66
{Freguency Digstribution of States)

Combined Income,

Percentage Personal General Gales and
Utilization Income Sales Property Froperty
1% or more a I 4 -
BO% = Loy 3 i 14 a
alE - 80% & 13 13 20
A0 = H0T B 10 16 23
Leoss than 400 26 13 & =

B2
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TABLE 11.-=5TATE AND LOCAL TAX BURDEM, FOR SELECTED TAXES, BY STATE

Index
State Perasnal State General lLocal Ceneral {State Amounts Related to U,5, Average)
Income Tax, Sales Tax, Property Tax, State Personal GState General Local General

State and Repion 196617 1/1/672f Lﬂﬁzif Income Tax Sales Tax Property Tax
United States 1 7ad/ 5 9527 1.4% 100 100 L0
Hew England

Maipne - 94 2.1 - a8 150

Hew Hampshire - - 2.3 - - 1B&

Vormont 3.0 - 2.2 176 - L57

Hassachusetrs 1.9 p 2.7 112 27 193

Rhode Island - 100 2.2 - 10 157

Copnecticut - GE] 1.9 = 71 135
Hideast

New York 2.6 578/ 2.5 153 54 179

Hew Jersey - b4 2.8 - & 184

Fennsylvania - a4 1.7 - a8 121

De laware 3.5 = 1.0 206 - 71

Maryland 1.7 a9 1.5 &40 TE Lo

District of

Ca lumbia 2.0 77 1.3 118 BO 93

Greatr Lakes

Michigan - 155 1.7 - 161 121

ohio - A 1.0 - B3 71

Indiana 1.3 al 1.2 78 G4 B

I1linais : 1266/ 1.7 - 131 121

Wisconsin 1.5 a7 2.1 206 39 150
Flains

Minnesota 3.0 - 1.9 176 - 136

Towa 1.6 a1 1:5 94 a4 107

Hissourl 0.9 115 1.1 53 120 )

Worth Dakota 0.9 7T .4 53 ao 100
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TABLE 11 {COMT'D).--STATE AND LOCAL TAX BURDEN, FOR SELECTED TAXES, BY STATE

Index
State Persopal State General lLoeal General {State Amounts Related to U5, Average
Tncome Tax, Sales Tax, l’mper.'tg Tax, &State Personal State Geaeral Local Gencral
State and Reglon 196610 1/1/672f 19622/ Income Tax Sales Tax  Propecty Tax
United States 1. 7547 § 963/ 1.4 100 100 100
Flaing {cont"d)
Zguth Dakota - 119 1.7 - 124 121
Nebraska - - 1.2 - = 1]
Kangas 1.7 113 1.2 100 118 B
Southesast
Virginia 1.9 668/ 0.9 112 69 64
West Virginia 0.8 108 0.6 45 113 &3
Eentucky 1.4 110 2.7 B2 115 1]
Tennessee : 11267 1.2 b 117 86
Waorth Caralina 3.1 102 0.7 124 106 50
Eouth Capslina 1.5 115 0.3 B8 119 il
Georgia 1.1 119 0.4 65 124 57
Florida - 70 1,1 - ] 79
Alabama .0 1368/ 0.3 59 142 3
Miasiselppl 0.4 1438/ 0.3 24 149 36
Louisiana 0.6 726/ 0.5 35 75 36
Arkansas 1.1 i 0.6 &5 114 £
Southwest &/
% lahoma 0.7 1= 0.8 41 5 57
Texas - 1.0 - 458 71
New Mexico 0.8 1356/ 0,4 &7 141 29
Arizona 0.8 11! 0.8 &7 115 57
Rocky Mountain
Montana 1.6 - 0.8 94 - T
Tdaha 2.4 L 1.0 151 113 71
Wyomding & g3b/ 0.6 - 97 43
Coloradn 1.7 1118¢ 1.3 100 116 91
Utah 2.0 1218/ 0.9 118 126 64
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TABLE 11 (COMCL'D).--3TATE AND LOCAT, TAY BURDEM, FOR SELECTED TAXES, EY STATE

Index
State Persomal  State General  Local General (State Amounts Related to U.5. Average)
Tncome T x, Ealas Tﬂ? PTupurter&x, State Peracnal BSrate General Local Gepneral
State and Begion 19661 1/1/672 1962- Tneome Tax Sales Tax Property Tax
United States 1. 74! s 95>/ 1.4% 100 100 100
Far Weat
Hashington - 158 0.8 = 165 57
Oregan 3.5 - 1.4 206 - 100
Hevada - 67 0.7 - 10 30
California 0.9 6e%/ 1.3 53 a9 a3
Alaska K - 7/ B8, 162 = .8,
Hawaii 3.0 177 0.6 176 184 43

N.d. = Data not available.

f/ State personal income tax collections im 1966 as a percent of Federal adjusted gross income inm 1983,

Estimated average State general sales tax liability for a family of four with AGLI between $7,500 and $8,000,

Januaty 1, 1967.

Average effective rate of local gemneral property tax om locally assessed real property, 1962,

Weighted mean of the 33 States, and the District of Columbia imposing a personal income tax as of 1/1/67.

Excluded from this tabulation are the Hew Hampshire and Tennessee Elat rate taxes on interest and dividends,

and the Hew Jersey "commuters tax," which applies only to ifncome earned i{n Mew Jersey by residents of New

York. Michigan and Webraska became personal income tax States during 1967,

5/ Arithmetic mean of the 42 States and the District of Columbia imposing a general sales tax as of 1/1/a7.
Minnesota and Hebraska became sales tax States durding 1967.

B/ In addition but not reflected in these data, local sales taxes are authorized and imposed by numercus local

governments 4t rates ranging between 1/2 percent and 3 percent. For additional detail see, Advisory Comemis-

sion on Ineergovernmental Relations, Tax Overlapping in the United States, Selected Tables Updated--A Supple-

ment to Report M-23, December 1966 and subsequent anouwal Supplements.

7/ local sales teaxes are levied by a number of municipalities.

Source: 1.8, Bureau of the Censug, State Tax Collections in 1966, and Property Taxation in 1963 (Seate and Local
Covernment Special Studies, Wo, 470, November 1964; U.5. Treasury Department, Intecnal Revenue Service,
Eta:ia;icj of Income, Individual Ipcome Tax Returns, 1965, and 1966 State Sales Tax Tablea, Document
Ho. 3622,
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Figure 5.

STATES WITH BROAD-BASED PERSONAL INCOME TAXES
{lanuary 1, 1968)

[ INo Tax Footw Tax Moderate Tax High Tax

USE OF PERSONAL INCOME AND GENERAL SALESTAXES RYSTATES
{ fanuary 1, 19648

] Neither Tax 724 Sales Tax Only
fncope Tax Only Sales and Income Tax
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While no State scored L0, based om 1966 Eax collections, Hawaii,
Arizona, Utah, California, Colorade, Wyoming, Mew York and Wiscomsin came closest--
ower B0% out of a posslble 1OOY (Table D=2}. A5 & result of recemt State tax
enactmence that will be reflected In collectlon data within a year or two, B num-
ber of States have materially increased thelr wtilization rateas already (Table
D-3). Om the other hand, Delaware, Virginla and West Virginia stood ocut as the
States with the greatest amount of untapped tax potential. When compared to the
average of the 10 top States in esach of chese three major categories, thelr score
indicated they had wsed up only 43 percent of their sales, income and property
tax potential.

It should be noted chat property, saleg and income taxes, beilng general
in character, tend to be the "lasr resort" type of tases--=levies that States and
localities will use only after they have fairly well mined those revenue sources
that are less hazardous to exploit from a political standpoint. For example, a
State can be expected to maximize the amount of taxes Chat it can "export" to
other States via severance taxes on minerals or petroleum--a fact that parcially
explaing Louielana's, Texas' and Oklahoma's, low rank on a “last rescrt" type of

tax wtilization index. Relatively speaking, taxes on alcocholic beverages and
cigargttes also rate as revenue ralsing "easy marks"--particularly cigaretee
taxes since the health issue has become prominent.

Howewer, with all of these qualificacions, the faet remains that most
Etates and many local govermments have not exhausted their tax potential by any
means=-a fact which when considered in conjunction with the fluckuating fiscal
fortunes of the Wational Government and the deepening big city fiscal crisis
described in Volume 2 of this report, complicates any effort te chart an efficient
policy for strengthening the Interpovermmental asyatem.

COMPENSATORY ACTION ON THE EXPENDITURE FRONT

The accommodation of diveree local, State and Hational political abjec-
tives to filscal capabilities is most evident in the Ilntergovermmental ' joining'
ef financial responsibility as revesled im the expenditure aspects of fiseal
federalism,

Upward Drift of Responsibility for
Financing Functions

Slowly, but steadily, the jurisdictions with superior fiscal capabili-

ties--first the States and then the Hational Government--have assumed a larger
tesponsibility for financing the Nation' s domestic programs.

Thiszs fact takes on apecial significance in view of the rather remarkable
absolute increase in State and local govermment zeneral expenditures from 59
billion in 1942 to $63 billiom In 1966. Between 1942 and 1957, there was a small
shift from local to State financing of general govermment services: the Federal
Government's share remained falrly comstent, just below 10 percent. Since 1957,
however, Federal sutlays have increased sharply and the Federal share vose from
9.5 percent to 15.8 percent causing both the State and local contributions to
glip relatively (Fig. 6, Table A-5).
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Growth in Federal Aid

During the past decade, Federal aid has become an increasingly important
factor in the financing of services provided by State and local govermments. The
%3 billion total in fiscal 1956 represented about 10 percent of State and local
general revenue. By 1966 it had climbed te $13 billion and comprised about 16
percent of State and local general revenue. For fiscal 1967 the U.5. Bureau of
the Budget estimates Federal ald at $15.4 billiom or 18 to 17 percent of State
and local general revenue, and with am estimated 517.4 billion of Federal aild in
fiscal 1968, the percentage will probably go higher.3/

The interstate variatlon in the relatiomship of Federal aid te State and
local general revenue is considerable. It ranges from 8.6 percent of general
revenue in Hew York to &4.4 percent in Alasks (Table 12). aAlaska's State-=local
genetal revenue was only $127 million compared to New York's %58.8 billion: the
afd amoynted to $101 million for Alsske and $832 milliom for Hew York.®

The low income States, particularly im the South, also tally higher-than-
average proportions of Federal aid revenue. To some extent, this reflects the
equalization provisions in Federal gramt programs, &3 well as the fact that such
Staktes generally do not spend more on federally-alded programs than the absolute
minimum neesded to meet matching requirements.

The squalizing effect of Federal grants.--A critical issue in sCructuring

a eystem of Federal financial aid to Scate and local governments ie the extent

te which recogmiticm is given to the wide warlatione in both £lscal needs and
fiscal resources among the States and among the respective local govermmenta. We
have on previous occasions dealt with several aspects of this difficult problem.
We dealt with it ab some IEngth in the Commission's sarlier report on The Role of
Equalization in Federal Grant$+if We concluded onm the basis of that cxamination
that the role of equaligation in the system should be emhanced. Some of the
grant=in-aid programs enacted during the last two or three years, particularly
those that focus on education and poverty, move im this directiom.

In a recent study by the Bureauw of the Budget, Federal grante were
found to have a definlte equalizing effect provided the atvpical jurisdlictions,
Alaska , Hawaii and the Mstrict of Columbia, are excluded.®* This equalization
finding can be attributed in part at least to several new grant-in-aid programs
in which caseload rather than an explicit fiscal capacity equalization factor (per
capita income) is used as the methed of allocating funds. TFor example, the Ele-
mentary and Secondary Education Act has a natural or "automatic" equalization
effect because 1t distributes school funde to 5tates om the basia of the number
of children from families below 52,000 income and number of children from families
recelving welfare benefits under the category of ald te families with dependent
childrem.

* The especially large amount of highway aid needed to meet the high coet of
road construction and the large amount of shared Federal mineral leasing revenue
account for Alaska's high percentage. Shared revenue frem the leasing of mineral,
grazing and forest lands stands out &8 an important Federsl aid factor for most

of the Westetn States. In Wyoming and Wevada, for example, Federal aid comprised
17.8 and 25.5% percent of the general revenue, respectively.

*%* Excluding these atypical jurisdictions the Bureau study found thet for the
Fear ].'Elll:ﬁ_jlﬁ Federal Erants had an equalization power I:r_nrl:cln.tii:rn :q:ffi:'ll:n.l:} of
=301, ==



Figure 6,

SOURCE OF FUNDS FOR STATE AND LOCAL
GENERAL EXPENINTURE
1942 19537 and 1966
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Cne cautionary note is necessary in interpreting the equalizing effect
of the present grant syatem. Equalization as described here, and in most anal-
vees of Federal grant programs, measures differences among States; it sayve noth-
ing about equalizacion among political subdivisions within States-=disparitiocs
that in many cases are far greater than variations between States. In view of
the importance of cities and counties as the basic units for raising money and
delivering services, it can be argued that the need for interlocal equalization
particeularly within the same metropolitan area is more urgent.

Growth in State Aid

Just ms the Federal aid role ia largely determined by national policy,
the impact of State sid on local govermment 1z primarily the result of State
attitudes and policies. The ¢ritical policy decisilons imwvolve the gemeral level
af public services, the way public funds are raised, and the divlsion of respon-
sibility between the 5tate and 1ts local governmente.

In fiscal 1966, the States distributed about $16 billion to their locali-
ties, including Federal aid chanmeled through the States, supplying on an average
about 31 percent of local general revemue (Table 12}, The relationship of State
aid to local general revemue which varled from a low of L0 percent in Hew Hamp-
shire to a high of 52 percent in Morth Carclina, ia summarized by the following
tabulation:

State Afd as Percent of Wumber of
Local Gemeral Eevenue States
Legz than 10% 1
10% = 19.%% 7
207 = 29.%% 17
30N - 39.9% 17
4% - 49.9% 7
507 and over 1

A rather striking regional pattern emerges from the State aid data. Hew
England, with its tradition of strong lecal government, keeps State aid at a min-
imum, causing the lecalities to rely most heavily en local property taxes to
finance local services. There the States provide 21 percent of local general
tevenue, ranging from the aforementioned 10 percent in Wew Hampshire to 24 percent
in Massachusetts. By contrast, the Sputheastern States provide 37 percent of
local general revenue. Florida supplies the smallest proportion, 27 percent,
and Horth Carolina the highest, 52 peccent.

An amalysia of interstate wvariations in State aid to local government
dlso reveals that the States which aided local government least were generally
those lacking one of the two takx work-horses--personal income and sales--in their
tevenue syatem in 1986. By reglon, the States were:

oo
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‘TABLE 12.--PERCENTAGE RELATIONSHIP RETWEEN SELECTER TTEHS OF
STATE AND TOCAL GOVEENHENT REVEWUE, BY STATE, 1966

Federal Add Seate Add Seate Taxes Property Taxes Lt
AR 4 Percent of s a Percent of As a Percent of As a Parcent of Henpraperty Taxes
ftate amd Local Local Scaca &l Loaeal Sgate and Local AR A Percamt of
State and Repion Leneral Rowari LCogggal Revemue Taxes Tax=a Tobal Local Taxes
United Stages 15.8% 30, 8% 1.8% £3, 5% 12.9%
Kew England 14,8 21.% A46.3 53.& 1.0
Haine 19,4 16.4 31.4 49,2 0.5
Wew Hampshire 16.6 G.7 7.7 63,1 .4
Vo rmam 24,8 il.5& 39.% kL 1.3
Hazsachusetis 13,6 Fa b 42,9 56,6 1.0
Bhiode Islapd 18. 2 L4 35,3 L4.0 1.3
Connacticul 12. 4 164 48,5 51,1 .2
Hideast 10.8 9.1 45,9 52,3 2.
Hew York 8.6 3.9 45,6 S0.7 5.3
Herw Jarsoy 1. & 14,4 29,7 64,6 8.3
Fannaylvania 13.8 265 535.4 33.7 G 6
[elawars 14,9 A8.5 TE. B 20.1 . B
Maryland 12.5 37.2 54, & 52,1 7.4
DMistrict of Calunbis 36,49 - = 33,1 &b, 9
treat Lakes 12.7 29.9 49 6 LB, 3 i.5
Michigan 12.7 %6 A, & 53,4 [
Thio L. & a7 .4 b, B 51,8 .5
Endisany 11.7 32.7 52.1 55,0 0.5
Illincis 12,4 20,2 53.0 5007 il.1
Wisconsin 1.4 LT 57,7 44,4 1.7
Plainos 16,9 25.4 L1 49.4& [
Hipnesata 16.1 Il & 1.8 L0 8 2.1
T i 16.13 28,7 58,3 514 1.4
Hizsouri 20,1 26,7 52.5 J9.& 14,2
Farch Dakata 18.2 24,6 50,1 0.0 1.0
South Dakota 21,6 13,1 Gl. 3 53.6 5.3
Hebrasks 16,2 17.6 F6.0 TLr B3
Eansas 14,19 25.4 0,9 &89 1.1
Southeast 20,9 37,6 5T B4 17.6
Virginia 19.2 3.5 5F. 6 | 22.9
Waak Virginia 7.1 37,9 Th. 5 6.1 11.7
Fentucky 24,2 35.1 T 7 6.8 1.2
Tennesseo 2.8 37.1 6 1 259 & 17.6
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TABLE 12 {0MNCL'D) , ==-PERCENTAGE RELATTOMSHTF RETWEEM SELECTED ITEMS OF

Federal ald
a8 & Parcant af
State and Local

Spagg and Rogion Concral Reveoue
United Srates 15,8%
Sputheast (cont'd)
Horth Carolina 17.7
Seith Tarelina 15,4
Georgis 23,5
Florids 15,1
Alabans 7.6
Misgisslppi 2%.7
Leuisiana 1.7
Arkandas 27.5
Southwest 19.5
i Lauhiciral 23,5
Texae 14,8
Hew Mexico 20,6
Arizonoa 20.3
Rocky Moustaln 22,6
Montana 25,7
Tdaha 19.8
Wyoning 31,7
Color#sla 19,4
Utak .6
Far Weatl! 17.0
HWashington 16.5
Oregon r1.3
Havads 2.3
Calilamia 16,4
Alaska 4, 0
Hawall | T

1/ Excluding Alasks ard Hawmii,

Soutce: U.5. Bureau of the Census, Governmental Finances fn 196366,

STATE AND TOCAL COWERNMENT REVEWUE, BY STATE, 1966
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As a Percent of
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Hew England == Connecticut, Maine s&nd MNew Hempahire

Mideast == MNew Jersey and Penneylvanis
Great Lakes == Illinclis and Ohlic

Flains == Mebraska® and South Dakota
Southeast == Flotrida and vlbgluiﬂ*
Southwest == Texas

REocky Mountain -- Manbana

Far West == Hevada and Oregom

The distribution of responsibility between the State and local govern-
ments for the performance of governmental functions alse explains some of the
Interstate differences In the relative importance of State aid in financing local
government services. For exemple, State ald tends to be relatively larger in
those Statea which lodge the responsibility for categorical public assistance
programs with local government . w®

Public welfare programs (or the major portiom of them) are administered
gt the local level im 15 Statea, with aid from the State and Federal Govern-
ments.® % Becguse all Federal aid for public assistance goes initially to the
States, State ald in those 15 States includes Federsl moniea chanmeled through
the S5tate treasury. Local public welfare adminlstration explains in part why
State aild looms larger in the local finamce ploture in Worth Carclina than in most
of rhe other Zoutheastern States and in Massachusetts when compared with other
Hew England States.

State Fqlicy varies with respect to the Expcnditurn strings attached to
State aid to localities., Hationally, 51.3 billien, or about 8 percent of the to-
tal State aid, was for such general "mo strings" local goverament support in fls-
cal 1966. Muech of this was in the form of State sales or imcome taxes shared
with localicies either on a population basis or sccording to the place of collec-
tlon. Arlzona, Hawali, Wew Hampshire and Wisconsin distriButed more than 20
percent of ctheir State aid ke localities without fumctional strimgs (Table A-6).

The Financing of State and Local Expenditures
for Selected Functions

Tracing expenditures back to their source--to the originaring level of
government--a c¢lear pleture emerges as to where responsibility for fimanceing pub-
lie gervices lies.

Over the last quarter of a century, 5tates have been gradually shoulders
ing a larger share of the overall State=local financial burden==f&%.3 percent in
1942, 46.8 percent in 1957, 47.8 percent in 1966 (Table 4-7). However, there is
gome interregional variatiom from this pattern. In WNew England, the State pro=
poertion rose sharply (from 37.9 to 4%.% percent) between 1942 and 1957 and then

L How impose both pnrnunal income and sales Eaxes.

#%  (O1ld sge Assistance, Afd bte Families with Dependent Children, Ald to the Blind
and Ald to the Permanently snd Totally Disabled.

##% Califernla, Colorado, Indiana, Hansas, Maryland, Mazssachusetts, Hebraska, Hew
Jergey, Hew York, Horth Carolins, Ohio, Virginla, Wiscomsin and Wyoming.
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fell between 1957 and 1966, reflecting the trends in Comnecticut and Maasachu-
getts. The Mideast, dominated by Wew York, showed a gradual rise in the propor-
tion of State financing throughout the pericd as did the Rocky Mountainm and Far
Weat regions. In the Plaing States the proportion of State financing declined
Eradually. These variations for the Nation as a whole aad their historical trend
are reflected in the following frequency distributiont

HumhiI of ﬂtiﬁgs

State Financing 1966 1957 1942
Less than &% 2 & 4
S0% - S4.9% B 7 7
L% - 45.9% 12 14 14
S0E - S4.9% 12 ] 5
BI% = 50,49 5 8 &
60 and over 11 11 4
Total 50 Sk LE

Four functiong--education, public welfare, health and hospitals and
highwayg==lay claim to more than 70 percent of all State and local funds (Fig. 7)
and to almost 90 percent of all Federal aid dellars. The following discussion
deals with the intergovernmental assigonment of responsibilicy for financing each
of these Functions.

Education.--Public education is the costliest single State-local fune-
tion. The 1966 outlay of $33.3 billlon accounted for two-fifths of total State
and local general expenditure (Table A-B). Higher education (mainly for State
operated institutions) accounted for £7.2 billlion of the total cducational out-
lay and the remainder was for elementary and secondary educatiom, including about
700 milliom for general Seate supervision of the public educational system.

From a £iscal standpoint, State and local governments continue to domi-
nate public education (Fig. B}, Federal funds finsnced about 9 percent of State
and lacal edocatienal expenditures ia fiacal 1966.% States and localities di-
vided about equally the burden of financing the remaining 91 perceant. The bulk
of highaer education financing falls on the Statea. Elementary and secondary
education is a divided financial respomaibility--with the States now "picking
up" about 40 percent of the local school bill (Table A-9%).

Educational expenditures per capita and the State-local distribucion of
responsibility for raising funds varies widely from State-to-5tate. With a na-
tional average per capita expenditure for total education of £170 in 1966, Mis-
sissippi and South Carolina spent only $118, while Alaska, Utah and Wyoming each
EPEOLE OVET $25ﬂ per capita, Az B BToup, the Southeastern Statesg were lowest in
per capita spending for education, followed by Hew England. The Rocky Mountalm
States were highest, followed by the Far West.

® It should be noted, however, that the f[iscal 1966 data do not yeb adequate-
ly reflect significant increases in Federal aid resulting from the Elementary
and Secondary Educatlon sct.
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Figure 7.

STATE AND LOCAL GENERAL EXPENDITURE FOR SELECTED
FUNCTIONS, 1948 TO 1966
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Figure &

FINANCING OF STATE AND LOCAL EDUCATION
EXPENIDITURE, BY LEVEL OF GOVERNMENT, BY STATE, 1966

.ocal

I Federal A State
New El'l.-ﬁll-TlI] T P = f_ Pﬂ-
H-E‘. __,:-'_I_,-'_.,-'__,r_l_,.-'__,r__,..r el oo ORI OOOOEE E K}'.
J‘F-. H_ [~ __,:'_‘_.F_ ‘I‘I'I' ........................... T-EHH-
¥, A S e (U s OO O N C.
Mass, WA i R N 5
. T, [ O OGO ez,
Connr, il DD Fiz,
* Mideast T e DO RN R R G: Al
Ilil. ]-"_ e Miss,
Il.'_ j’_ i OO M OO DO OO L.
Pit. i i i R Ark,
el e OO OanO000s Southwest
Hd, AP DD ﬂ“ﬂ_
Great Lakes o e e Texas
.Ihll-l;.r:l., e .?ﬁr. .H.
Obio P i oy Ry O P e e Arie,
Ind. A DOk Rocky Mountain
I i IO SO0 Maons.
rl:#. i P i e N AR A PP, Jdako
Flains I i i i T e D O] .F]-'IJ'.
Minn. TP 00aa000000005000000 Calo.
Towa F AT AN TEEEARARSE Iftah
Ma. i WO T R e Far West
N, D. A A DO DOD00000000C ¥ ash.
5.0 Pl ol o XN QOCCOODO000C Ore.
J‘FII':'E“'. _‘?—‘:!"_‘I S————— 0 BO000000EEa0D00000S Ni"l-'.
Km. Fi i i RSO0 faﬂ]ltljr.
Southeast Pl il il Al i i \ODDODE Alaska
Fa. T H-Iil-l-l?ﬂfl'
L 1 s 1 | i R |
] ] 40 i) Hl 104
Percent

* Includes D.C.
ACIR

il i i ol i i i i i
.
PPl i i i A

i

g e e e
i A Al BRI
==

Pl ol il ol ol il ol | 00
[ ol O
il i 00000,
|
A it O

et
T T T E e e—

et L
ol il Y000

ol i i il il

i o i S R TETiTiE

it P R

F e
i i SO TOODO O]

T T TR

L e g e
il il i i il il il 10

A g g

Pl il ol R a a0

S
g g g gt g g

| i T A RO A R SRk S

20 0 Al Bl 1170

Percent



Year to vear changes in per capita educational outlayas can be substan-
tial--the mnational average jumped from $147 in 1963 to 5170 in 1966. The volatil-
ity im per capits educatiomal expenditures often results in one State leap-frog-
ging past several others when [t supports education more generously.

Per capita expenditure comparisons understate the effort on behalf of
public education in these States with telatively large numbera of students in pri-
vate and parochial schools. A comparison on the basis of per pupll public achool
expenditure strips out this private school factor. Even by thia measure, the
Southeastern States are loweat, averaging $390 per pupil in average dally atten-
dance in 1966, compared with a national average of $532. The States ranged from
£317 in Migsissippl to %876 in Hew York.

Significantly, the tremd is toward increasing State responslbllity for
financing clementary and secondard education, a development that helps explain
the increased number of States that impose both broad-based personal fncome and
sales taxes. In 1942, 15 percent of all State and local expenditure for educa-
tion other than for colleges and universities was financed from State funds. In
1957, this proportion had moved to 38 percent, and by 1966 to more than 40 per
cent. As a greup, the Southeastera State govermmenta flmanced the largest pro=-
portion in 1966==59 percent=-and the Wew England States the smallest==2% percent:

The division of responsibility between States and localities for fiman=-
cilng primary and secondard education is developing more similarity across the
countrty. In Mew England--the region that has traditiconally emphasized local
responeibilicy for educatlon--the trend ls toward greater Stete [inamcing iovolve-
maent .

Hew Jersey and Wew York present an lntervesting neighbor-State contrast
in school financing trends. WKWew Jersey pald only 16 percent of the local school
bill im 1966, down from 23 percent im 1942, Hew Jersev's revenue system was
characterized by the absence of broad-based taxes until a State sales tax came om
the scene in 1966. Wew York financed half of the local school bBill In 1966, up
from 30 percent in 1942 and 38 percent inm 1957--a reflection of & responsive
Etate revenue system further diversified in 1965 by the enactment of a State sales
Cax.

Public welfare.--Umlike education, the State and local public welfare
function has been heavily supported from Federal funds since the Depression of
the 1930's. In 1966, fully half of all State and local expenditure for public
walfare was from Federal afd for categorical publiec assistance programs (Table
A-100. In some of the Scuthern States, the Hatiomal Government Financed more
than 70 percent (Fig. 9).

Federal financing of Statc and local public welfare programs has grown
gince 1947, Although the naticnal old age and survivors inguranco syStem was
expected to reduce drastically the aeed for State and lecal welfare programs,
this has not occurred. The nusher of old age assistance recipients has indeed
declined, but the pumber of beneliciaries of the pregram for aid te families with
dependent children has been riging steadily, as have the benefit payments. This,
together with increases in Federal matching has tesulted in an increase im the
Federal share from 30 percent of the cost in 1947 to &5 percent in 1937 and 53
percent in 1966,

The Federally-aided public assistance programs, initisted in the mid
1930" 5, were the first major effort at Federal=3tate cooperation in a functiomal
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arca that up to that time had been left almost entirely to local governments.

The substantial Federzl finsncial involvement and the insistence that the States
set up programs to handle the Federal funde led to substantial financial in-
volvement om the part of the State govermments as well. Thus, over 75 percent of
the non=Federal funds going into public wilfare came from State government
sources in 1966. In 1942, the State portion had been 61 percent, and in 1937 it
was about 72 percent. The preponderance of State financing is almost universal;
cnly & handful of States finance less than half of the nom-Federal costs

{Fig. 9; table A4-10}. All of the non-Federal share is financed at the State
level im Alasks, Hawail and Washington (Table A=11).

A recent study of public welfare points to the group of categorical
asslstance programs a5 illustrative of "cooperative federalism:"

«+ = - OFf all the important programs involving money paymente
to individuals, public assistance is most dependent on inter-
action between governmental levels. IE the goal of public
relief in America were to show how federalism operates, the
goal would be achieved.==

Yet, as the author points out, the appalling range of benefit payments
under the various programs provides a revealing cosmentary on ite actual opera-
tion. Peor capita welfare cxpenditures varied in fiseal 1966 from a low of 514
in Virginia to a high of 370 in Oklahoma, with a national average of 535. This
substantial variation cannot be justified on the basis of measurable differences
in need alone. Benefit payments for AFDC ramged in July 1966 from §7.90 in
Missiszsippi to $50.83 in New York; and for OAA from $39.68 in Mississippi to
5120.58 in New Hampshire; differences which far exceed the warlaticons in the
cpat of living and relative need. More impertant are sharp differences in local
attitudes toward the merit of varicus "relief" proprams. There is oo nationally
astablished subsistence level below which assiscance paymente may not fall. The
lower Limit (a wery low one) ie established by the amcunt of monthly payment
State and local government is willing and able to make to take advantage of the
most favorable matching provisions of the Federal public assistance programs.

Health and hospitals.-=Toe a significant extent, responsibility for pro-
viding different aspects of the "health and hospitals" function is divided smong
the thres governmental levels. The construction and operation of Public Health
Service hospitals and quarantine statioms amd hospitels and clinics of the
Veterans Administration and the Bureau of Indian Affairs, and also the finamcing
of a great deal of medical research are in the Haticnal Government's domain.
HMental institutions, tuberculosis hospitals avd specialized rehabilitation
centers are operated at the State level. Many local governmencs construct and
operate general hospitals and also wnderwrite the provision of general public
health services with the States. State and local functional responsibilities
ate federally aided (Fig. 10; Table A=12).

The 36 billion spent om health and heapltal services and facilities by
itate and local governments was shared almost equally between the two levels in
fiscal 1966 as Lt has been with likele change over past years. Yet, the
interstace variation in the level of expenditure for heslth amd hospital ser-
vicee, as indicated by the per capita data in Table A-12, is large, tanging from
511 in HSouth Dakota to $B80 in Hew York.

There are also great differences from State to State La the way the
financing responsibility is divided between State and local governments
(Table A-13). For example, the paercent of the non-Federal financing from State
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funds im 1966 exceeded 90 percent in Delaware and North Dakota while in Mebraska,
Georgla and Nevada the State. proportion was one-third or less.

Righways.--With the initiation of a massive interatate highway system
in 1956, Federal legislation eatablished the Hatiomal Goverament as 4 prime
source of highway financing. By fiscal 1966, Federal aid provided onme-third of
the $12.8 billion spent by States amd localities for road and etreet construction
and maintenance (Fig. 1l; Table A=14). Frior to establishment of the 90-10 in-
terstate highway program, the 50=50 matching program for primary, secondary and
urban=extension highways (still in operation) furaished only 11 to 13 percent of
State and local highway expenditure.

About 70 percemt of the non-Federal highway financing la paid by
State governments, a pattern which is falrly uniform amomg the States, and one
which has changed little over the years (Table A-15). A significant portion of
the State highway expenditure is in the form of shared highway-user revemue with
local governments. These "dedicated" intergovermmesntal transfers comprise 35 to
44 percent of the funds available to local governments for streets and highways.

There is, of course, interstate variation im the level of highway
spending., With a national average of 565 per capita in 1966, the range was from
less than 550 in Wew Jersey, Illinois and the Carolinas, to more than 4140 in
sparsely-settled Montana, Mevada and Wyeming. The propertion financed from
Federal funds also varied, the higher proportions going generally cto those
States with the highest per capita coata.

EXTENSIVE SEPARATION OF TAX S0OURCES

Altheougl the "marble cake' analopy is useful in depicting the ewpendi-
ture and functional side of our intergovernmental system, the revenue side of
fiscal federalism resembles more closely the "layer cake,"” dominated by Federal
Income, State consumer and lecel property taxes (Table 13). Most striking is
the polarity im income and property taxes==the former in the National Government
domain and virewally the entire wield of the latter zoing to local governments
(Fig. 12). 1In each instance, more than 90 percent of the total tax take from
these twoe categories has tradirionally gone either bto the Hational Government o
to the localities.

The "separation” thesis is not as clear=cut in the case of consumer
taxas. Actually, this group of taxes has been divided between the Federal
Government and the States, the localitfes obtaining only a minor portion. Fortby
yoars ago, almoat 70 percent of the consumer taxes (about half of thes customs
duties) went te the Federal GCovernsent and 29 percent to the States, Begioning
in 1932, as the 5S5tatez moved raplidly ilnto the general sales tax field, an area
which the Federal Government has not entered, the distribution of consumer tax
revenue shifted from the Federal te the State governments.l2! Also, the States
have been incteasing thelr general sales tax rates as well as their rates on se=
lected exelses such as those on bobacco products, alocoholic beverages and motor

fuel: Further shifts can be expected aeg States continue te enact new and in=
creased consumer tames.
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When viewed in the aggrecate, as in Table A-16, the American tax sys-
tem has undergone a dramatic shift from strong reliance on property taxes {al-
most three-fifths of &ll tax eollectioms im 1913) to strong reliance on income
(almose three=fifthe of all taxes collected in 1966%.

The significance of this tramsformation for fiscal federalism is to be
found in the fact that the Federal Govermnment heas utilized intensively the highly
reapongive imcome tax while the States and localities have resorted to more in=
tensive use of consumer and property levies {second and third rate revenus pro=-
ducers).

National Govemment Dominamce 1n
Imcome Taxation

Extracordinary twentieth century political circumstances are primarily
responsible for the National Govermment's domination of the income tax field.
When the Federal personal-income tax was firstimposed in 19135 rakes were low
and personal exemptions high--a lighet cax on the relatively few whe were rich.

World War I not only brought on a fifcal crisis, but created & body of
political agreement that enabled Congress bto raise tax rates higher than anyone
anticlpated at the time the Sixteenth Amendsent was ratified., Between 1913 and
1918, normal tax rates tose from 1 to & percent while Che top surtax rate spared
from & te 65 percent. The Federal corporate fncome fax rates, supplemented by
exceds profit btames, also rose steeply during this five-year period. As 8 re-
sult, the Federal individual and corporate lpncome taxes were transformed from

insignificant te primary revenue producers--acccunting for half of all Federal
receipts.

Crigis and consensus left in their wake a powerful new revenue source
and the opportunity for the Hational Government to provide perlodic tax reduc-
tions during the 1920's.* By 1931, the highest marginal rate had dropped to 25
percent and the lowest rate was a meres 1.5 perceat.

The Great Depression of the early 1930's again created a tax crisis-
consensgus sltuation with effective political support quickly mustered for a
garies of tax imcreases designed both to balance the budget and effect a
radical rediscribution of income, While a policy calling for higher taxes dur-
ing a period of sharp economic decline Elies in the face of contemporary think-
ing, it had strong policical appeal 30-odd years age. After four tate increasas,
the top marginal rate had climbed te 79 percent by 1938.

Hard on the heels of cthe Depression, Werld War IT comtributed to the
further biild-up of the Federal persomal income tax as Lt lost its "rich man's
tax" connotation a&nd assumed the characteristics of a vuniversal tax. Fnuplc who
naver before had pald an income tax joloed the ranks of filers and turned over ac
least 23 percent of thelr net taxable imcome to che Internal Revenue Service.
Between 1940 and L94%%, the number of fllers increased from L5 te 47 milllom.

w While Fedaral incoms taxpayers tecelved the lion's share of the fiscal div-

idends, the Hatiomal Government"s favorable Fiscal position enabled it to
strongthen the State tax system by allowing a credit apainst the Federal eatate
tax for payment of State death tawes.
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The introduction of withholding at the source made "mass” income taxation possi-
ble by effectively spresding the payment of this relatively large tax throughout
the year on a pay-as-you-earn basis.

The political consensus triggered by Pearl Harbor permitted the
Fatlonal Government not only to expand the base, but also to push bracket rates
to an all time high of 94 percent on incomes above $200,000. Corporate tax
rates and excess profits levies were also ralsed to a new peak during World
War II.

The net result of these developments is that the National Government
posgesses the revenue source most responsive to changes in the economy. And,
because of the unparalleled recent expansion of the economy, the "automatic"
growth characteristic of the personal income tax has endowed the Federal
Covernsent with a flacal advantage compared to States and localities. Indeed,
when the Federal Government desmed it necessary to bolster the economy and re-
duced lacome tax rates conepleuously, Federal revenues dropped only tesporarily.
This atteats to the marked responsiveness of the income tax.

While two world wars and onme great depression provided the Hatfional
Government with an opportunity to comstruet am unrivaled revenuwe source, the
bagis for dramatic tax imcrease action--erlais and consensua--is ordinarily
conspleuous by Lte absence at the State and local level. The demand for higher
taxes to pay for teachers” salary hikes, more mental hospital beds, or larger
welfare payments does mot generate the same type of agreement within the body
politic as did the mobilization of public dollars to wage shooting wars.

State Income Tax Stalematn—
Bales Tax Victory

One of the criticisms directed at the States is that they have failed
to exploit the full potential of the incose tax. The plea on behalf of the
States 1s that a variety of political, economlc and fiscal factors conspire to
thwart widespread State use of this tax.

A State usually must reach a crisie situvation before sufficient con-
pensus can be mobilized in faver of a policy that calls for the imposition of
a new tax on the public. Tt is in this comtext that "an old tax becomes a good
tax.™

While im a few Eutn{ Evnﬂtlwﬂﬂﬂll limitations make adoption of a
personal income tax difficult 13/ fears of interstate competition loom as a more
important factor working against its wider State use. Oppiments of progressive
income taxation are quick to assert that wealthy residents will migrate and the
State's tax image will become "tarnished.™

Afrer analyeing all of the factors that have retarded the State in-
dividual income tax movement, the Advisory Commiselon, in its report on Federal=-
State Coordination of Farsonal Incoma Taxes, underscored the dﬁjrrunt affect

of intensive use of the income tax by the Hational Govermment

.« » Heawy Federal uwae of the personal income tax, es8-
pecially since 1940, has been the single most LimpoTtant
deterrent to 1ts expanded use by the Scates. . . . It
has enabled the oppoments of State income taxation to win
the day with the argument that the Federal Government has
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effectively "pre-empted” this tax; that, therefore, State
and local govermments must necessarily depend primacrily om
conaumer , business, amd property taxes.

In support of the Commission's "deterrent”™ thesis, it should be noted that only
five States have ecnacted or reenacted the income tax in the last 30 wvears, while
21 Stateg have emacted the general sales tax.® Seven States have entered the
ganmeral pales tax fleld within the last two years: Idaho and Few York im 19635;
Massachuserts, Mew Jersey and ¥Virginia im 1966; and Hinnesota and Hebraska inm
1967. And, imposition of a gencral sales tax was very much a live iSsus 1n the
1967 legislative sessions of the six States scill without such a tax.*®*

While E{:ncra_'l galed taxation hag become vll.'l‘;ua.ll_'.? walversal at the
State level (the &4 sales tax States contain 98% of the Mation's population)
only 35 States with 60 of the population utilize the perscnal income tax. More-
over, modt of the income tax States make only an anemic uwse of this revenue
soucce (see Fig., 5).

Heavy Local Reliance on the Property Tax

Property taxation has been traditionally the mainstay of local govern-
ment tax systems, In 1927, fc was virtually the sole source of local tax
revenwe--%7 parcent of the tetal. This percentage has been whitiled down wery
gradually as some of the larger communities were able to obtain general sales
and income taxes, and as some States authorized thelir local govermsents to "pigpy-
back" on their State general sales taxes. Currently about seven=eiphths of all
local tax rvevenue iz derived [rom property (Table 14). Interestingly, this pear-
centage has beld falirly constant since the end of World War I1, although some
decline may spon cccur as State legislatures become more concerned with the ever-
rising complaint that proparty tax burdens are reaching econcmfc and political
limite. The fact remains, however, that exeept for munficipaliries, properiy
taxation is wvirtually the omly souree of loecal tax rewvenue=-93 percent for
counties, 98 percent for school districks, and 95 perecent for townships and
gpecial districte (Table 15}).

Authorization to levy local nonproperty taxes is often an alternative
to greater celianmce on the property tax. In nine States and the District of
Columbia, such taxeg provided 20 percent or more of local tax revenwe in 1966--
generally States with local sales tax supplements or local income taxes (see
Table 12},

* In & strict sense the 1967 enactments in Hebraska and Michigen are the
ficet bona fide adoptions of a State personal income tax Since 1937 becawse the
other adoptions were: Alaska in 194% when it was a Terrivory; West Virginia im
1961, after having repealed an income tax im 19G3: Indiana in 1963, in connec-
tion with a restructuring of its grosSs income tax, Hew .]en:e].r'u commutar 1nooams
tax adopted in L9l cannot be comsidered a genetral income tax,

ik The 4ix nongaled Bax Stated are Alagka, elaware, Montana, Oregon,
Meaw Hampshire and Vermont.
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Low Elasticity of State-Local Revenues

Becauge States and localities do not make intensive use of the personal
incoma tax with its high degree of responsivenmess to economic growth, they hawve
had to sesk Telentlessly for mew tax sources in order to keep revenue yvields
abreast of steadily rvising budget requirements. While State=local budgers have
been rising at an anmual fate of about 8 percent, the natural or auntomatic growth
in the State-local tax base has been less than & percent. This haelpe axplain why
during the petiod 1959-1967, the States==-in order to maintain balance betwenn
politically compelling expenditure demands and revenue resources=-were forced to
take more than 200 actions to institute or increase major State taxes (Table 16).
Louigiana, which relies heavily on severance-type taxes, stands out as the only
State that was able to avoid increasing at least one of the six major tawes.

At the local level , property tax rates have climbed steadily=-accounting for at
least half of the 520 billion inerease registerad by this tax during the 1946=
1966 period.

The intergovermmental fiscal significance of the tax elasticicy concept
{"automatic growth") must be underscored because States and locallties rely
heavily on levies (property and comsumer taxes) that rank low compared to the
Federal structure. In contrast, the Hational Govermment makes Intensive use of
the highly elastic income tax {Table 17). We have described the concept of
"zlasticity"” elsewhere as follows:

Tax collactions rise automatically whenever the pross na-
tional product increases, amd when the GNP declines during

a tecesslon the yleld of almost every tax suffers. This re-
lationship exists because Individuals' incomes and consusp=
tion expenditures, which are the sources of nearly all tax
revenues, move In the same direction as the CGHP. Apart from
the influence of tax enforcement, the smount of cax collec-
tions, of course, depends upon the size of the base (consumer
expenditures of income) and the tax rate: rtate cimes base

eguals yield.

The yield of esach tax responds differently to changes in
the GHT, and the concept that measures the degree of auto-
matic responsivensas is8 ecalled ineome e=lasticity, ILf an
increase of 10 petcent in the GNP is accompanied by a 10
percent tise in the proceeds of a partficular tax (with ao
change in rate), the tax is said co have an income elas-
ticity of 1. If the percentagse changse in yield iz lesa
than the percentage change fn the GNP, the tax {8 inelastic
{the ratio of the percentage chanpes has a value of leas
than 1). If the reverse ig true the tax is elastic (income
elasticity is greater than 1).

The income elasticity of every tax is detefmined by the re=-
sponsiveness of its base to changea in the gross natlomal
product. During 1964, for example, the GHP increased 6.6
percent, gasoline sales increased approximately 4 porcent
and consumer :pp.-nd.i'ng for goods and services rose 6.5 per=
cent. On the basls of this information wa would expact the
income elasticlicy of a gasolime tax to be coneiderably less
than that of a general sales tax, and this ia, in faet, the
cage, When the behavior of its tax base has been defined,
the income elaseicity of a conswmption tax is explained.
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TABLE 14.--LOCAL TAX COLLECTIONS, BY MAJOR SOURCE, SELECTED YEARS, 1927-1966

Amount (In Millions)
Nonproperty taxes

Sales and

Fiscal Property Gross Income All Other
Year Total Taxes Total Receipts Taxes Taxes
1927 $ 4,479 $ 4,360 $ 119 $ 25 - $ 94
1932 4,274 4,159 115 26 - 89
1934 3,933 3,803 130 30 - 100
1936 4,083 3,865 218 90 - 128
1938 4,473 4,196 277 120 - 157
1940 4,497 4,170 327 130 $ 19 178
1942 4,625 4,273 352 133 30 189
1944 4,703 4,361 342 136 31 175
1946 5,157 4,737 420 183 38 199
1948 6,599 5,850 749 400 51 298
1950 7,984 7,042 942 484 71 387
1952 9,466 8,282 1,185 627 93 465
1953 10,356 9,010 1,345 718 103 523
1954 10,978 9,577 1,401 703 129 569
1955 11,886 10,323 1,563 779 150 634
1956 12,992 11,282 1,710 889 164 657
1957 14,286 12,385 1,901 1,031 191 679
1958 15,461 13,514 1,946 1,079 215 652
1959 16,531 14,417 2,114 1,150 230 734
1960 18,081 15,798 2,283 1,339 254 692
1961 19,804 17,370 2,434 1,432 258 744
1962 20,993 18,414 2,579 1,456 309 815
1963 22,164 19,401 2,763 1,583 313 867
1964 23,542 20,519 3,023 1,806 376 841
1965 25,116 21,817 3,299 2,059 433 807
1966 27,361 23,836 3,525 2,041 472 1,012
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TABLE 14 (CONCL'D).--LOCAL TAX COLLECTIONS, BY MAJOR SOURCE,
SELECTED YEARS, L927-1946

FPercent Distribution
Monproperty Taxes

Sales and
Fiscal Froperty Gross Income All Dther
TeEar Total Taxee Total Beceipts Taxes Taxes

1927 1003 97% L 1% - 27
1932 100 97 3 1 L ?
1934 100 97 3 1 - 3
1936 o0 a5 5 2 - 3
1938 100 ag fi k - 4
15940 100 a3 7 3 1/ &
1942 100 az a 3 Bt i
1545 100 33 7 3 1 !
1946 100 9z a & 1 &
1343 100 a9 11 ] 1 5
1950 100 B8 12 7 1 3
1952 100 ar 13 7 1 5
1353 100 ar 13 ] 1 5
1954 100 a7 13 7 1 5
1955 100 a7 13 7 1 5
1954 100 B? 13 7 1 ]
1957 100 a7 13 7 1 ]
1958 100 87 13 7 1 4
1959 100 B7 13 7 1 &
1a&0 100 &7 13 7 1 4
1961 100 &8 12 7 1 A
1962 100 1] 12 7 1 [
1963 100 HE 12 7 1 [
1964 100 BY 13 g 2 [
1965 100 B7 13 | 2 3
1964 100 By 13 7 ' g

1/ Lesa than 0.5 percent.

Sonrce: U.5. Boreau of the Cemsus, Historical Summa of Governmental Finanmces
in the United Stateg (1957 Census of Goverpments, Vol. IV, Ho. 3;, and

Governmental Finances (anmually since 19583,
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TABLE 16.--5TATES INCREASING TAX RATES AND ENACTING WEW TAMNES, SELECTED TAXES,

State Sales
Alabama ®
Alaska -
Arizona ®
Arkanzas -
California =
Colorado ®
Connecticuk *®
Delawire -
Florida =
Georgla =
Hawaii =
Idahe M
Illinois HEH
Indiana ulf
Towa =
Kansas =
Eentucky H
Louisiana -
Maine =
H:ryl:nd -
Massachusetts H
Michigan x
Minnesota H
Missigsippi ®
Missouri x
Montana -
Hebraska H
Hevada -
H. Hampshire -
How Joersey H
. Hexleco ®
Hew York H
M. Caralina =
M. Dakeota HE
Ohio x

Personal

Locome

A | B0 M Eif_.lﬁh: [ ﬁl#h’l

1959-1%947

Corporation
Income

X

X

XX

112

Motor
Fuel

X
XX

Aleoholic
Cigarette Beverage
s b
% X
X X
x -
X i
Hx ®
XX =
KX =
X X
x X
3 -
XXX =X
HEX x
XX =
XX xx
XX e
KX KK
X -
% ®
x ®
XX b
% H
X X
- %
XK E
% X
5.4 -
o ]
= XN
xX x
- X
¥ x
XX X



TABLE 16 (CONCL'D}.--STATES INCREASING TAX RATES AND ENACTING WEW TAXES,
SELECTED TAXES, 1959- 1967

Persomal  Corporation  HMoter Aleoholic
ctate Sales Incoms Income Fuel Cigarefie Beverapge
Ok lahoma = = - - HH b
Oregon = = = X H =
Ponnsylvania KX - x *® X ®
Rhode Islamd KEX - K ® xx -
%. Carolina - - - x x
%. Dakota x = = - b X
Tennesgoes - - i IEI .o W
Texas H - - - 5
Utah HE - X -
Vermont - - - = URK o
Virpinia H - - * H S
Washington HHH - - HHH HEH H
¥W. Virginia ® X B b - -
Wigconsin H KEKXK - ® KEX X
Wyoming AX = - 4 x x":_""'r
Digstrict of
Columbia * x® - = x =X

Wote: Each ® indicates a tax inerease enactment.
M indicates a new tax.

/ Partly replaces the gross income tax,

S "Commuter” income tax.

L

£

1/ Increase in diesel fusl tax rate only.

Ef Beer tax lncrease declared unconstitutional (1963).
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TABLE 17.--GCROSS MATIOMAT PRODUCT ELASTICITIES OF THE

MATOR CATEGORIES OF STATE GENERAL REVENUE

Revenue Source

Froperty taxes

Income caxes
Individual
Corporatce

Sales taxes
General
Hotar fuel
Aleohalic beverages
Tobaceo
Public utilitics
Dther

Auto license and reglstration
Daath and glft tawes

All other taxes

Higher education fees
Hospital lees

Hatural resources fees
Interest earnings
Misecellaneous fees and charges

Elasticity Estimatas

Low

ol
. s
Ll

DD L - B uD

== =S e Y
ORI OR A A

Hed ium

0.9

e

o e B e T o
(=P PR T
Ln in

LA

[ = e I - -

High
1.1

-
a0

on

L= ==

Lol = ol = i+ L

O o= p = O e T
it A -l S
0 G0 e n 00 -d kI $-

Source: Advisory Commigsion on Intergovernmental Relations,
Federal-Stace Coordination of Fersonal Income Taxes

{ACIR, Washington, 1965), p. G2.
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Political Vulnerability

Under the most favorable citcumstances there are formidable obstacles
to increasing tax rates. "Tax pelicy changes have a special character because
rate and structural changes uswally are bread-and-butter or gut issues. They
involve the allosation or reallocation of money in wvobters' pockets. In most
political aituations, this sets ?EF a panic signal in legislatiwve halle and
anxiety in politicians' hearts."=2' Citizens have underscored this aversion by
defeating candidates for public office who wenture to say candidly that higher
taxes will be needed to support expenditure programs desired by the electorate.
A clasaic example was furnished by Govermeor Orville Freeman of Minmesota. Accord-
ing co Walter Heller, "he made a point of forthrightly telling the voters that
there ain't no Santa Claus, that 1f they wanted the services, they would have to
pay Eor them im higher taxes. And after the election, he woke uwp not
GOveEnor. . . . L7

Fecent political history is replete with such am eclipse of State
political careers following tax actions. One investigator, who examined the
fate of Govermors attempting to succeed themselwves or to tun for hifher office
(U,5, Senator) in the 1958, 1960 and 1962 elections, comcluded that "imcimbency,
which in wirtwally every other electoral office in the land, 1= an ndﬁ;ﬁ?ﬂ ad=-
vantage for reslection, fs a llability in the effice of the gowvernor.® The
foreshortened careers of asplring politiclans who take on the task of belng a
State Tax Commissioner or local assessor also bespeaks the politlical unpopularity
ol taxes.

Oceasionally, circumstances petmit tax rate increases without threaten=
ing political cateers. For example, after the Surgeon Gemeral's report linking
the incidence of cancer with cigarette smoking, cigarette tax rate increases
were enacted largely without fear of an accompanying sdverse wvoter Teaction.
State cigarette cax rates could be, and were, catapulted to higher levels. Im
1959, oenly two States fmposed cigarette taxes of as much as # cents per pack.

By 1967, 27 States had efiparette taxes of B cente or more per pack. Moreowver==
excapt for tebacco-growing Morth Carolina--the States {(Avizona, Colorado ard
Oregon) that had not formerly taxed ciparettes emacted the tax, and in Oregon's
case wlth direct approval of the votersa.

Ironilcally, the clgarette tax has one of the lowest growth potemtials;
an increase of 10 percent im the grose national product appears to ralse ciga-
tette tax collections only by 3 or & percent. Thus while higher cigaretts tax
collections helpad States mesct revemus needs, the help was short lived in sost
States. To cover thelr rising revenus requirements more adequately, States
generally had to make more Intensive use of other consumer-type levies.

INTERSTATE COMPETITION FOR ECONOMIC GROWTH

A8 they telate to economic development, Scate-local policies hawve
taken on an activist character gince World War II. While States and localities
are always concerned lest their taxes drive industry "out," this defensive
psychology is now supplemented with aggressive tactice designed to bring in-
dustry "in.” Lively concern for ecomomic growth L5 also manifested in the spreoad-
ing use of industrial development bonde by localities to finance planta for lease
to private industry.
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De-emphasis of Business Taxation

The concern for creating a Esvorable tax climate for industrial de-
velopment stemds out as an Important force working for reduced Skate and local
taliance on strictly business=type levies. The comtribution of business taxes
to total 5tate and local tax collections has declined slowly from 36 percent to
30 percent between 1950 and 1965,13/

The reasening behind the mounting cgﬂﬁarn over the businesd tax com=
petition fesve has been described as follows:ss

Thig awarpness of aconomlc competitive aeffects has becoms
much more acute in Tecent years. This is to be expected,
for at least two reasons. First, the lewvel of State and
local taxes, relatlve to the size of the nation's economy,
has incraased sharply; tax differenclals which were incom-
sequential when the levals of tawmation were low can be of
real consequence nowW. Second, the various parts of the
country have become more alike economically amd thus £lrms
have & wider range of cholce in their locatiomal decisions.
In some cases, especlally within metropolitan areas, tax dif-
ferentials can be among the only significant differences.
Moreover, a govermment concerned for econcmic development
finds that tex policy is just ebout the only locatiomal fac-
tor which local decision-makers can affect.

While other State and local tames were risinmg, the desire for éco-
nomic growth apparently impesed ap inflexible ceiling on corporate tax rates--
an effective limit of & percent. Im 1956, six States had corporate tax tates
of & percent or more fwell above the rate im most 5tates) and did not permit
Federal income tax payments a5 a deductiom in arriving at income subject to
State tax.* In the ensuing decade not one of those States increased its corpor-
ate tax rate and Missiseippi®s rate was cut to 3 percemt. Yebk, as a group, they
took 19 affirmative tax Increase actlone: cilgarettes-=-15% (including one new
adoption); sales-=8 (including twe new adoptions); alcoholic beverages--5; and
personal income cax--9. Alchough New Jersey and Hinnesota recently hiked cor-
porate btaxes, the actions came at the time a new broad-based sales bax wis
adopted and businese was relieved of part of its personal property tax burden.

In their efforts to attract rather than merely hold industry, States
have formulated a variety of selective strategies designed to improve their tax
image while holding te a minimum the potential revenue loss from business tax
reduction., The Commission identified at least five varieties of selective
busineas tax reduction policies in its recent report om State-Local Taxatiom and
Industrial Location:

1. Property tax exemption for mew industcry;

2. Loecally pegotiated property CLax concessions;

3. "Frecport” laws to minimize personal property tax loads;
4. Corporate income tax preferemtlal wrice=o0ff provislons;

5., Special sales Lax exemptions for purchases for
industey."

e
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The fact that Delaware, Wew York and Pennsylvania 4o not tax tangible
personal property spurred Wew Jersey into exempting lnventories fros _axation
and taking over responsibilicy for assessling other forma of business persomalty.
drizona, Conmecticut, Michigan, Oregon and Wisconsin have all scaled down assess-
ments on tangible personal property in recent years. Idaho, Maryland and
Hyoming in 1967 sdopted programs looking toward the eventual phase-out of the
tax on inventories. Minmesota gives business the option of claiming exempCion
gither for inventeries or machinery and cquipment. The difficulty of finding
revenwes to compensate local governments for the loss in perdomal property Lax
tecelpts retards similar actiom in other States.®

Although the States make relatively less use of business taxes mow
than they did 15 years ago, State tax practices have been subjected to increas-
ingly eritical attention by business. It has been particularly stridemt with
respect to State methods of exacting taxes from the firma operating across
State lines. In the light of the inereasingly interdependent character of the
economy, quastions have been rafsed as to whether the country should comtinue
to tolerate independent and varied State methods of exploiting the business tax
field. The "Willis Subcommittee" issued a four-volume report proposing legisla-
tion that inditially called for a uniform matienal set of rules to govern State
imposition of corporate income, sales and use, gross receipts, and capltal stock
taxes; leaving to tETJEtaEE! only the most baegie optione==to cax or not=-and the
rate determination.==

Industrial Development Bond Financing

Local governments in about 40 States are authorized te issue bonds to
finance industrial plante for lease to private enterprise. This method of
attracting industry is rapidly increasing, as i% the size of individual local
bond i=sugs for this purpose. It is estimated that %51.3 billiom worth of indua=
trial development bonds was issued during 1967. Much of this debt has been
issued by wvery small communities, with indlvidual bond flotations running as
high as $20 milliom, $50 milliom, and a few over 5100 million. By the end of
1967, lecal povermments had outstanding some 52 billiom of industrial develap-
ment debkt, mainly In the form of revenus bonds, the interest on which is exempt
from Federal inmcome taxes.

In tecent yeard, a number of abuses hawe bean identified with industri-
al development bond financing, often attracting unfavorable public notice to the
decriment of the public's regard for local government administration, particular=
ly for the financial administration of the localities which participate in the
practice. Some communities have uvsed industrial development bonds to flnance
enterprises in excesas of their employment needs, and which impose demands for
public serwvices that they cannot aupply without overburdening their taxpayers
and saddling themselves with excessive contingent liabilities in the form of
debt service om the bonds.

The practice has been subject to other abuses: financing plants for
national corporations with adequate credit resources; pitrating established firms
by one community from another; and anabling spoclally ineorporated arteas with
relatively few residents o develop tax havens at the expense of nelghboring eom=
munities., Abuse of the practice for private advantaze tends to ‘teflect on tha
tax exemption of municipal securities penerally and has brought Eorth a rising
demand that Congress curb the practice by Federal legislation.2l

*  Alaska, Massachusetts, Mississippi, Horth Carolina, Oregon and Wisconsin.
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RESTRICTED STATE AND LOCAL BORROWING AUTHORITY

The stringent legal constrainte placed on the powetr of state legisla-
tive bodies to borrow momey fllustrate dramatically a popular mistrust of legis-
lative judgment. This mistrust extends to local gnﬂcﬁnntntﬂ and hobbles the
exerciee of both their taxing and borrowing pﬂﬂEIB.gg

Broad legislatiwve authority to borrow would enable States to pattici-
pate ln Federal programs, but this power is wsually eircumscribed severely (Table
A=173. Only ninme States can be sald to allow their legislatures to borrow with=
ouf restraint as to amount: Connectleut, Delaware, Loulsiana, Maryland, Massa-
chusetts, Minnesota, Wew Hampshire, Temnessee and YVermont. In the other cases,
the amount the leplslature may borrow fis limited by the constiturion, or by the
requirement for electoral referendum approval or by both.

Consbitutional limltacions on State borrowing were spawned by the fin-
anclal difficulties encountered by numerous States prior to 1845, when they over-
extended their debt posivion te finance internal improvemsnte and were subse-
quently forced to defaule. The conetitutional restrictions were an effort Lo
guard against repatition of these conditioms. After 1900, however, growing pres-
gure to congttuct public improvements led some State legislatures o look £or
ways of circumventing the constitutionsl borrowing restraints, This preduced a
trend toward use of revenue bonds, public corporations, lease-purchase apree-
mentg, and reimbursement obligations. State debt created by these devicesa is
called nomguaranteed debt, since the States do oot pledge their general funde to
repay it (Tabla A-18).

Use of nonguarantesd borrowing methods has had some important comse-
quences. Since the State canmet pledge State credit or taxing puwer for bond
retirement, it mast pay higher interest rates. Moreover, in otder to circumveont
constltutional debt restrictions, States have to create Special administtative
organizations. In short, constitutional restrictions on general obligation bor=
rowing can be evadad by nonguaranteed borrowing, but only at the oxpense of high=
er costs and administrative complexity.

LIMITED FEDERAL ACTION TO HARMONIZE THE
INTERGOVERNMENTAL TAX SYSTEM

While the Federal, State, and local governments are free to exercise
their separate taxing powers, constraints are necessarily imposed on them and
eapecially on the Federal Government by wirtue of the fact that taxes at all lew-
els tend to conwverge on the same taxpayere. Currently, Svate and local taxes on
property, income, motot Fuela, and geperal sales taxes are deductible for Federal
income tax pucposes. In 1966, itemized State-local taxes amounting to 514 bil-
lion appeared on 26.5 million Federal tax rveturns. Deductibillity of State and
local taxes for Federal tax purposes Lovolves & substantial tax reduction bene-
fir; one that grows yearly as taxes increase and more taxpayers itemize their
deductiona. Assuming an average write=off of approximately I3 percent, the
"cost" of itemization to the Federal Treasury in terms of individual income tax
revenue foregone amounted to an estimated $3.5 billion Lo 1966,
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The deductibility of State and local taxes for Federal incomm tax pus-
poses 15 the mest significant example of intergovernmental tax comity. Its pur-
poee, however, 1s limited. It was seared into the original Federal Income Tax
Act (1913} ae protectlon against the possibility of income confiscation that
might result from the uncoordinated exactions of Federal, State amd local tax
collectors.

The dedectibility provisions continue to perform this limiced protec-
tive functiom. Fersons in the higheat tax bracket are able to write off their
State and local tax payments againat their Federal liabilicy at 70 cents on the
dollar, Because the tax reduction bemefit is a function of the marginal rate,
the great mass of tazpayers in the 15 co 25 percenmt bracket receive relatively
limited benefits from dedectibilicy.2%/

Only rarely has the Hational Government adopted a specific tax policy
designed to reduce Interatate tax competition. One instance oceurred after World
War I when Congresgional conaideration of the future of the Pederal estate tax
chanced ko coincide with the advent of interstate tax competition for wealthy
residents. One or two States had just begun to advertise fmemmity froem death
taxation in mational journmals. At least two had amended thelr comstiltutions to
guarantes [reedom from inheritance taxes to those who sectled within ctheir bor-
ders. State leadership was quick to recognize that unchecked interstabe tax
competition practiced by a fow States would gquiekly gpread to others and deatroy
this cax source for all of them.

Heeding the plea of State lesders, Congress agreed Lo substitute tax
teduction and a Fedetal tax credit for repeal of the tax, This fixed a floor
under State death taxes which effectively deterred interstate competition for
wealthy residents, Each State was laft free to collect death taxes not in excess
of B0 percont of rthe Federasl taw liability without adding to the net burden of
ite repidents. Ewvery State ascept Nevada impoges a tax at leasgt equal to tha
mazimum Federal credit. Today the credit continues to serve As a fleor under
State tax liability and to this extent prevents competitive tax reduction. Tt
does not, however, prevent wide variations in Scate liabilities above the credit.

The States fepl that their share of the yield of these taxes should be
inereaged, Some are concerned bacguge interetate tax differencials Ly intruda
on decisions ag to vwhere people settle and do business: they would like a higher
Federal tax credit to shelter their higher tax rates against interstate competi=-
tion. Tax practitioners and adminisrratores are critical of the excessive tax
complexity and interstate wariety., Students of taxation lament that hetercgene-
ity mars the death tax structure's usefulness as an ingtrument of public pelicy.

With these considerations im mind, the Advisory Commission recommendad
that the Congress liberalize the tax credit provisions contingent on State "pick-
up" of the enlarged Federal tax credit and on State adoption of the eatate tax
concept 23/

Ag State and local taxes mount and thelr regressive characgter cancels
out less regressive Federal tax policies, the need for a more positive Eorm of
tax integration becomes more appatent (Appendix €). Tha Advisory Commission's
recommendations calling for both larger estate tax credits and s partial personal
income tax ctedit are offersd as bullding blocks for a more positive tax coordin-
ation approach te fiscal federalism.
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REGRESSIVE STATE AND LOCAL TAX BYSTEM

State tax policymakers are comstantly forced to reconcile the potential
tax overburdens that can develop from excessive reliance on levies of a regres-
slve character with the potemtial harm to their citizene that can result from
short=-changing public nesds,

The States have been especially sensitive to the regressivity issue
in two specific areas: the local residential property tax, and the State and
local general retail sales tax.

The basls for this sensitivity is revealed in the distribution of the
cstimated 5tate and local sales and property tax burden by adjusted gross inceme
classes (Tabla 18). From the standpoint of ability to pay, the gensral sales
tax in its unadulterated form is an upside down revenuve measure. The burden
(especially 1f food is taxed) declines as income rises. The property tax is
even more tegrassive and is particularly burdensome to the low income homeowmer
or renter. (However, Lf the sales tax and the property tax are couplad with an
income tax credit arrangement as discussed subsequently, their regressive aspects
can ba mitipated substantislly.}

Zales Tax Aciion

From the wery begimning of the 5tate sales tax movement, that tax en-
countered criticism becauwse in concept st least, it applied to such neceasitiea
as food, elothing, shoes and drugs. Whila soma States ware able to counter this
argument by pleading that the revenue would be spent on expenditures eo help the
poot, other States felt impelled to concede exemptlons in order to obtain enace-
ment. Fourteen States now exempt purchases of food for home consumption, and the
District of Columbla taxes food at a preferemtial 1 percent rate whereas other
sales are taxed at 3 percent. Twenty-one States provide complete or partial
sales tax exemption for purchases of prescription drugs and medicine.

Egcent tax credit innovations for the State sales tax have almost
squared the revenue circle=--that of maximizing consumer tax yields while minim-
izing the burden which these levies impose om low income families. Until recent-
1y only the costly approach--that of exempting food and drugs--was used to mini-
mize regressivity of the general sales pax. Such axemprlions can eut sales tax
collections by ag mich ag 25 percent or more where tax enforcement is not effec=
Eiwves.

Income Tax Credits for Bales Tax Payments

Im 1963 Imdiana adopted persomal income tax cradits for food and drug
tax payments with cash refumnds for those persons with incomes either boo low ro
take full advantage of the tax credit or with incomes below the filing require-
ment. Under the Indlama system each person is granted an 58 sales tax eredit.
This figure is based on an "agsumed" food and drug purchase of 5400 for each per=-
gon mulciplied by Indiana's 2 percent eales tax rate. Thus, a family of four is
automatically entitled to a $32 reductionm om its Indians individual income tax of
a cash refund of $32 if it has no S3tate income tax liabilicy.

This "firat generation" Indiana type of flat rate tax ctedit helps on
both the revenus and regressivity fromts. The income taw credic for sales tawm
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TABLE 18.-=-ESTIMATED TAX BURDEN FOR SELECTED DIRECT PERSOMAL TAXES, BY AGI CLASS, 1964

Adjusted Gross

Income Class

Onder EE,DQD

52,0040 - 52,999
53,0040 - 53,999
36,000 - 55,999
55,000 - 55,999

56,000 - $6,999
§7,000 - 57,999
H:QUD - 55.9'99
$9,000 - 59,999
$10,000 - 514,999

515,000 - 519,999
520,000 - $49,999
550,000 - $99,999
$100,000 or wore

Ho adjusted pgross
inecome

Total

Mumber of
Returns

(thousanda)

14,250
6,211
6,125
5,975
5,748

AL
4, B38
3,876
3,027
6,610

1,460
1,212
15%
av
43

65,376

Federgl Adjusted Cross ITnocome

unt
{millions)

$ 14,341
15,530
21,449
26,875
31,590

35,143
36,213
32,850
28,692
78,291

26,833
34,505

10,463
7,437

1,552iJIII

&/t
396,660

Discribution
{(Cumulacive from
lowest AGI Clags)

Grogaed-up AGI Less an
Allowance for Dependents

Distribution
1/ (Cumulative from
Amount= Lowest AGT Class)
(millione)
5 11,174 3.6%
4,364 b
12,888 1.6
17,408 1.2
21,266 23.2
24,477 31.1
26,201 ig.7v
24,608 47.7
22,283 55.0
G 656 Fii |
22,0561 83,2
33,021 G,
10,999 47 .6
4,691 1007
z,z?zlf 1.0

i
306,897 100.0



Inder 52,000 347 &, 0% T3 b Y ¥
. L1 1 1 [ - ¥
q.,,ﬂﬂﬂ—-—ﬂrﬂﬂ [ Ly La dakd
43,000 - 53,999 384 17.5 1.8 3.0
0 L57 L | | B
55 000 - 55,959 571 15.3 1.6 2.4
-

- E P P 1 = " -
5 S5, 000 = 56,959 55 438 1.6 2.3
57,000 — 57,999 50 53.3 1.5 2.1
58,000 - 58,999 AR 518 1.5 5.0
50,000 - 59,999 579 [T | .5 1.9
SR 000 =514, 999 1,103 aE.l 1.4 1.7
S15,000 - §1%,999 37 33.3 -2 1.4
520,000 - 545,959 304 98,5 0.9 0.5
E50, ¥ ] 94 T, 0.5 0.5
slm_u_m 783 1000 (Y 0.3

Ho adjusted gross
frcome Tia e T

Total 5. 814 1000 1.5 1.9
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TAELE 18 (COWCL'D).=<ESTIMATED TAX BUKDEN FOR SELECTED DIRECT PERSONAL TAXES, BY AGI CLASS, L1964

2
State and Local Property Tln:nJ

Distribut ion As a Percent of

Adjusted Gross {Cumalative from Federal Grossed=-up AGI

Income Class Amount Lowest AGL Class) AGT Less Dependents

{(millions)

Tnder 52,000 5 1,490 12.4% 10.4% 13.3%
$2,000 - $2,999 697 18.2 4.5 8.3
53,000 - 53,999 1249 26.3 3.4 5.7
56,000 - 54,999 758 30.6 2.8 .4
£5,000 - 55,999 18 i7.& 2.6 3.8
56,000 - 56,999 952 45 & 2.7 j.9
57,000 - 7,999 1,014 53.8 2.8 1.9
$6,000 - %B,999 917 61.5 2.8 3.7
$9,000 - $9,999 Bo3 8.1 2.8 3.6
$10,000 - $14,99% 2,119 85.8 2.7 3.3
515,000 - 519,999 Gdy 7 91.2 2.6 2.9
520,000 - 359,999 759 97.5% 2.2 2.3
550,000 - 599,999 179 99.0 1.7 1.6
100,000 or more 118 100.0 1.6 1.2
Ko adjusted groas

Income Talle = - T
Total 12, 00 100.0 3.0 3.9

n.8, == Data not available.

1/ Grossed-up AGI = Federal adjusted gross income plus: excludable capital gains, OASDI benefits, and
excludable dividends; less capital loss in excess of statutory limitations.

2/ Including an imputed residential property tax paysent made by renters.

3/ Deficit.

&/ Adjusted gross income less deficit.

Source: Internal Bevenue Service; Statfistica of Income ndivideal Tncome Tax Beturns, 1964, and ACIH staff es-
timates based on individual Income tax returns, {FEE, unpublished IRS tables from 1963 returns, and Sub=

project B, (special cabulation by Treasury Department) of BLS 1960-61 Consumer Expenditure Sugvey.



payments dafinitely solves more adminigstrative problem# on the sales tax front
than it creates on the income tax side. For example, the manager of a supermar-
kat is not required to maintain two sets of sales records for tax exempt and tax=
able items and State sales tax administrators are freed from the tedious task of
auditing retall sales transactions for possible wiclatione of the exemption pro-
vigions. It latgely eliminates the expensive leakape problem.

On the tax distribution side it can be readily seen that the Flae rate
credit converts the sales tax into a fairly proportiomal levy for the greatk mass
of taxpayerg in the lower and middle income brackets (Table 19).

The "second generation” diminishing sales tax credits are more sophis-
ticated instruments for pulling the regressive stinger from the general sales tax
(Table 19). Hawaii pioneéered this appredach in 1965 with its credits for consumer-
type taxed ranging from 318 per qualified exemption for taxpayers having & modif-
ied adjusted grose income of less thanm $1,100 to $.45 per exemption for those
with adjusted income of $6,300 or more. In 1967, Iowa came up with a vanishing
sales cax credit against its State dinpecome tax liakildity. Tn this case the credic
TANZES from 312 for taxpavers having taxable incomse under $1,WI} to oo eredit in
thogse cages where taxable income exceeds 57,000 (Takle 20%.

This vanishing type credit scores high from the standpoint of maximizing
tax vield. Tt also converts a regressive levy into a tax with some of the char-
acteriatics of a progressive revenus insczument (Table 19).

Residential Property Tax Relief

Although the walue of the family residence served as a falrly good proxy
of the ability to pay taxes in a rural soclety, total household income i2 R more
precise measure of taxable capaclity in our moderm urban Society.

This &g 1llustrated by the hardship that the payment of residential
propetty Laxes imposes on low imcome houscholds in general and on elderly house-
holders in partfcular. With retirement, the Flow of income drops sharply and a
vearly property tax bill of, say, 3500 that once could be taken in stride becomas
a disproportionate claim on the income of an elderly couple living on a pension
of 51,500 a vear. By the same token, 1f the Elow of income falle sharply as a
reault of the death or physical disability of the breadwinoer, of unemployment,
then again payment of the residential propercy tax can become an extracrdinary
tax burden.

Tha need for property tax relief for the elderly In partieular iz dram-
atleally understood by the finding of the Wisconsinm Tax Department that in 1%65
over 5,000 elderly households were forced to turn over more than 20 percent of
their cotal money income to the resldential property tax collector,

This Wisconsin study also revealed that there were B4l households headed
by elderly persons that were paying out on the awverage 55 percemt of all of their
total money income to the local property tax collector. These houscholders were
obliged to dragw on their savings to pay this tax om shelter. Compared to the
average family's property tax burden=-3 to & percent of household income, this
situation-not only viclates the ability to pay primciple, it produces a catastro-
phic family expense situation (Table Z1}.
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TABLE 19.--ESTIMATED EFFECTIVE SALES TAX RATES FOR A 2 FERCENT SALES TAK
IHDER ALTERRATIVE ENEMPTION PLANS, BY SELECTED IRCOOME CLASSES

AvaTage nltermative 3 hlterpative &
Anfianl Alearnative 1 Aleefpnabive 2 §E Cradic par Paegon Diminishing Credi 5_1-"
Average  Incoms Ho Exemptiom Exempting Fmgl,i-'r Sales Salas
Family After Sales Effectiva Bales Elffective Tax Effeceive Tax Effective
Income Class Sire Taxes Tax Rats Tax Rate ;.ﬂ.[t!r Erﬂ I.I:! Rata j.ﬂ._!tl:r Credic) Rate
Tnder §1,000 1.2 F T4 5 18,90 2.12 5 9.76 1.3%9 % 7.70 1.08 § 2.90 0.41
51,000 - 31,990 L.& 1,532 2502 1.50 13.50 0,91 13.42 0.58 .02 0,46
2,000 = F2,999 2.4 2,510 35,38 1.41 23,30 0,%32 70,58 0. 84 LG.14 0, 6
§3,000 - $3,959 2.5 3 ,4980 45,88 1.32 ) 0. 89 30, BB 0.&539 2584 0,74
g4 000 - 856,990 3.4 LT ) 60, 54 1.35% 42,58 0,55 4§23, 56 0.95% 42.56 0,95
55,000 - 5,999 1.4 5,476 71.52 1.3 50,40 0,53 51.11 0.%3 51.12 0,93
56,000 - 57,499 1.7 &, 700 BS. 7% 1.28 ° 6L, TH 0,921 63, 54 0.9% 53.545 0,95
29,500 - 9 0% 4,0 8,557 106, D 1.24 74,08 0,972 B2, 0 0. %6 bl L. 05
SL0,000 - §S1& 999 4.3 11,510 134,68 1.17 104 56 0.91 108, 850 0.%% 12608 L.0%
$15,000 and over 3.7 21,067 19%. 02 0. 92 158,42 0,73 176,82 0.82 154902 0.92

_!._n" Food propaved fn the home.

2/ Diminishing credit per person e=qual te: $L0 Lf average annual incone after toxes is Less than 5$2,000; $8 4if between 52,000 and
#3,99%; 36 becween 54 000 and 57 . 499; 54 becwean §7.500 and 59,9997 52 botween 10,000 anpd §04.999: no credic Lf income i= 215,000

O O%WEr.

Spurce:  Analysic of altermative sales tax exemption plans prepared for the Indiana Senate Finmance Commdttes by Charles F. Bonser,
Resident DiTecter, Commlsslon om State Tax and Finsncieg Palicy, Jameary L8, 1965,
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Tre caggffﬁr property tax relief Eor the aged poor hes been made in
following terms:=—

For many years goveraments have provided so-called “old folks
homes" at public expense for the needy aged. Some help for
those who are equally needy but prefer a non-institutional way
of life only extends this pactern. Foor elderly homeowners are
not an object of misplaced sympathy. They may be recipients
of small fixed incomes deplered by inflation and supplemented,
pechaps inadequately if at all, by social security payments.
Their demands for housing may be peculiarly inelastic because
of ipertia and sentimental actachment to family property.
Houalng often is an especially ilmportant item in their budgeta.
This makes them especially wvulnerable to a rising propercty tax.
Thus it iz & constant concern, and they respond with avid oppe-
siticn to every new bond issue and boost in the general propec-
Ly tax rate however meritorious.

Property Tax Reliel Provisions

An affluent society 18 under obligation to %0 arramge its public fin-
ances that it 15 able to fimance its public services without forcimg low incoma
households through the property tax wringer. Inereasing recognition of this ob-
ligation fe reflected in the growing body of State property tax rellef legisla-
tion.

Tax relief provisions designed te cushion the effect of rising propercy
tax levies on Che elderly had been enacted In six States amd considered in ancther
25 States by 1965.21' Specific new relief proposals were made in 1967 by the
Governors of Conneeticut, Towa, Kansas, Minnesota and Ohio.

The Wisconsip plad. -=The most notable attempt to temper the regressivs
ity of the property tax can be found in Wisconmsin's 1965 tax credit plan that
provides substantial propercy tax relief to low income elderly persons--both home-
owners and renters meeting specified income criteria. Essentially, the Wisconsin
legislature cook the position that if an elderly householder had bto tutn over more
than 5 percent of his total income to the residential property tax collector he
was confronted with an extraordinary burden. Accordingly it provided that the
amount in excess of 5 percemt be either refunded by the State to the proper E
mwner or applied as a direct credit against his State income tax liability, 28/

The Wiesconsin old age homestead relief program is financed solely from
State funds and administered by the Income Tax Division of the Wisconsin State
Tax Depattment. The State, not the local government, provides the property tax
reliegf which currently approximates %5 million=-less than one percent of che anou-
al property tax take im that State--to approximately §0,000 beneficiaries.

This relatively modest outlay can be traced directly to the tight defen=
seg built inte the law. Property tax relief is extended only to low income house=
holds==those with incomes below $3,500 and in no case can the rebate exceed $300.

The actual relief comes in the form of pogitive and negative tax credits
againat the Wisconsin personal inmcome tax, with the elderly permitted to credit
excessive local property tax peyments {essentially over 5 percent of household
income) against their State income tax liabilicy. Elderly zenters ate granted
this relief also for it is assumed that 25 percent of their shelter payments go
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TABLE Z1.--PROPERTY TAX PAYMENTSL' AS A PERCENTAGE OF HOUSEHOLD
IHCOME OF LW THCOME ELDERLY TH WISCORSIN, 1965

Property Tax Faid

Household Humber of Huuaehnl? A5 a Percent of
Income Class Households Incgggz Amount Household Income
----- {thousands }------

0 1149 4] 5 18.9 -
§1 - $499 B4l § 237.4 132.4 5. 7%
2500 - 5999 4,423 3,43%.8 G370, 3 19.5
$1.000 - $1,4%9 9,725 12,101.6 1,807.0 14.9
SL,.500 - 51,999 B,953 15,610.0 1,819.8 11.7
$2,000 - $2,499 6,645 14,774.8 1,566.6 10.6
52,500 - 52,999 2,556 &, 8E89.0 700.8 10.1
§3,000 - $3,499 156 L68.0 39.1 8.1
Total 33,418 53,518.13 6,754%.9

1/ HRenters are allowed te claim 25 percent of gross rent as the equivalent of
the property Lax payment.

2/ Household income includes social security and veterans' payments, railroad
retirement and other pension and aponuity benefits, interest on securities of
the United States, workmen's compensation, loss of time insurance, alimony
and support money, cash public assistance and relief, met income from ocut-of-
State business or property.

Source: Wiscongin Tax Department ; Special Tabulation.
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into property taxes, Because the great majority of cthe beneficiaries hawve little
of no WisconSin income tax liability, they have in cffect a n-:Eﬂl;im tax credit
and are entitled to & cash rebate.

This positive-negative tax credit approach fs tailor-made Lo come Lo
the reliaf ¢f the low income persons who ordinarily receiwe no tax relief under
pregent Federal and State income tax provisions that permit deduseion of certain
State and local tax payments from adjusted gross incoms.

If all 50 States followed Wisconain's lead (Mimnesota adopted a aimilar
program in 1967), the action would go a long way toward eliminating one of the
harehest Features of our domestic tax System. For a cost of approximately 3400
milliom, the States could "rifle in" homestead eax relief for all low incoms
householde--not just those headed by elderly persons. This estcimate looke modest
when compared to the estimated $2.3 billion revenue loss currestly sustained by
the U.5. Treasury in extending preferential tax treatment to the elderly, much of
which can be traced to tax reduction benefits accorded to middle and upper fncoma
¢lderly through the operation of a double exemption and recfivemesnt income provis=
ions.

In sharp comntrast, the rtesidential property tax rtelief described here
goes to those who need 1t the most--to houscholders and renters catrrying excess
give residential propecrty tax leads in relation te their limited household in-
COMmE .

Two arguments are often advanced for justifying State inactiom on the
tax equity front. First, there is the argument that as long as Uncle Sam purewes
a highly progressive income tex polley this fact in itself compensates for the
regresalve State and local tax sitwatiom. More recently, Tegressive State and
local expenditures tend to be “pro poor." Thus, the poot are alleged to be the
major beneficiaries of regressive tax policies. These "offset” arguments only
make good sense Lf there iz both a high degree of congtuity between Federal,
State, and local tax policles and between tax burden and expenditure outlay pat=
tetng. A close look at the real world clearly rteveals that congtuence 8 =ore
apparent than real. The aelderly lady living on a 31,500 pensiom and paying a
5300 tax on her tesldence, most of which goes for publiec education, can hardly
take comfort im this form of tax-benefit logic--or in the fact that the rich are
required to turn over a substantial percentage of their income to the Federal
income tax collector.

The impottant thing, however, 15 to create political acceptance of the
idea that smn affluent society can afford to ke "pro poor" In both its tax and
expenditure practices, At the very least, a wealthy natiom should be willing te
pay the medest cost of a circuit-breaker system designed te protect low income
families from tax owerloads.

THE STATE SALES-INCOME TAX MOVEMENT

Unremitting expenditure needs at the State and local level, the need
to keep State tax rates compatitive, basic changes im tax philosophy, and signi-
Ficant tax credit imnovations have all combined to propel the majority of the
States inte the dual consumptisn-incoms tax movement. The use of both broadly-
based sales and personal income taxes is in fact bécoming the standard by which
State tax effort is judged.
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State Tax Trends

A review of State tax trends supgests the gradual but inexorable
build-up of forces pushing States toward greater utilization of both gemaral
sales and pecrsonal income taxes, Prior to 1930, a few plomeering States such as
Wisconsin, Massachusetts, and NWew York had transformed the persomal ilncome tax
into a going administrative concerm, but for all practical purposes the general
retail sales tax had yet to be "discovered.”

The revoelutionary impact of the Depression on State and local revenue
ayatems created a [iscal erisis of such magnitude that it left in its wake 16
Spates levyving both a pgeneral sales tax and a persomal income tax. Batween 19338
and 19460, however, only three States joined the dual tax ranks--Maryland in 1947,
Georgia and South Carolinas in 1951.

More recent trends reveal excesgive pressures on State taxk eystems,
During the last seven years, Hentucky, Wisconsin, Idaho, Hassachusetts, NHew Yark,
Virginia, Mimnesota, Michigan, West Virginia and Indiana have adopted the "sec-
ond" tax, while Hebraska adopted an integrated revenus package--a general zales
and peraonal income tax. Except for Indiana, Michigan and West Virginia, all of
the "second” tax enactments took place on the sales tax side of the ledger.
Thus, in these last few years, the growing fiscal pressures increased the mmber
of sales-personal income tax States by more than half, to 30.%

At the present time gix States are without a eales tax! Alaska, Dela-
ware, Montama, Mew Hampshire, Oregom and Vermont. Fifteen are without an ineoms
tax: Connecticut, Florida, Illincis, Maine, Wewada, MHew Hampshire, Hew Jersey,
Ohio, Pennsylvania, Rhode Island, South Dakots, Tennesses, Texas, Washington and
Wyoming.

Changing Tax Philosophy

In the past, sharp controwversy could be expected to rage owver the
future course of State tax policy--whether to rely more heavily on general sales
or personal income taxea. There now appears bo be a definite State move in the
direction of more balanced reliance om both forms of caxation., The supporters
of the sales tax and the champions of the personal fneome tax have entered into
& "marriage of convenlence” to meet demands for additional State revenues. The
importance of this reconciliation canmot be discounted because past conflicts
had completely stymied the construction of a powerful and well-balanced State
revenue system. The paremmial sales versus income tax debate i now a luwury
no State can afford.

The Commission has previously recommended that States make effective
uge of the personal income tax because this lewy enjoye economic revenue growth
potential. FRecognizing that heavy Federal use of the personal income tax hase
precluded more extensive State use of this Tevenua source, the Comission has
also recommended that the Congress amend the Internmal Rewvenue Code om a prospec=
tive basis te give Federal fncome taxpayers an optiom to elther (a) continue
fresizing thelr income tax payments to State and lecal povervments, or (b)) claim

.

* See Flg. 5, page 86.
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a substantial peccentage of such payments as a credit apainst their Federal in-
come tax liabdlity,

The mh{'l'll::.r of high income persons and capital and the gmwing Erate
desire for economic dewelopment have combined to dull enthusissm for highly pro-
Eressive tax proposals. They have contributed to @ growing consensus thar the
task of income redistribution by means of steeply progressive taxes is best left
to the Hational Government with 1ts superior jurlsdictiomal reach,

If limited jurisdiction Eorecloses the adoption of highly progressive
tax policies, however, the States’ growing reliance on consumer taxes makes them
increasingly vulnerable to regressive tax policies. To put the issue move blunt-
ly, can a low income Eamily be expected to twrn over to the sales tax collector
51 for every $I0 of food purchases? Here agsin we see a8 growing body of public
opinion that favors either the cutright exemption of food or some svstem of tax
credits and cash refunds to minimlze the regressivity of the retail sales tax,

High Quality State-Local Tax System

With these political and fiscal reslities in mind, and im che lighe
of previous Commission reports, it is possible to identify more precisely the
characteristics of a "high quality" State-local tax system. The following should
be emphasized:

State personal income fax.--A State can make effective snd equitable
use of the persenal income tax if it meers at least three eritical tests:

® To insure fairness, provides for personal exemptions at
least as gemnerous as those under the Federal incoms tax;

® To promote raxpayer convenlepce and administrative simplicity,
employs withholding at the source and conforms the technical
provisions of its law to Federal provisions; and

® To insure prodycrivity, mikes effective use of the income
tax as evidenced by State tax collections equal to ac
least 20 percent of the Federal personal imcome tax col-

lections im that State.

According to & recent caleulation, oaly 11 of the 33 States with per-
sonal income taxes at thae time met thisz last requirement im terms of the ratio
of their collection to Federal tax collection:

Alaska 15.3% Mew York 20.6%
Delaware 21.7 Horth Catolina 21.1
Hawail 26,5 Oregon 31.5
T1daho 5.4 Utah 1.4
Minnesokba M0 Vermant 0.4
Wisconsin 32.8
* In contrast to the ACIR optional approach, a receat tax recommendation made

by the Committee for Ecomomic
--partial tax credit approach.
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Income tax "musts,” it should be noted, do not include graduated rates
hecause a broad-based flat rate tax can both pack & heavy veveoue punch and pro-
vide & substantial degree of progression when combined with personal exemptions.
Personal exemptions protect the very poor from the exactions of the tax collector
and they automatically adjust tax liability Eor size of family. The policy on
praduate tax rates iE bagt regolwved by each State legislature in light of
locally prevailing eircumstances.

State sales and use tax.--Staees can make effective and fairly equi-
able use of a sales tax if three prime conditisns are met:

® To insure produceivity, the tax base emploved covers mpost
personal services a8 well aeg retail sale of tangible itema;

®% To insure tax fairness, some provision is made for "pulling
the regressive stinger"--sither an outright exemption of
faod amd drug pur:hdaeﬂ of a system of income tax credits
and cash refunds toe shield subsistence income from the
gales tax collector's reach.

® Ty promote taxpayer corvenlence and administrative
simplicity, States mast credit their taxpayers for
sales and use taxes paid to other States; climinate
charges for awdit of multistate Eivrms Exchnngﬁf
audit and other information with one anotheri;=—
and permit local gnvprnmnnt$3E? "pilggy=back" their
Tevy on the State sales tax.—

General sales taxes are authorized for local wse in 13 States and in
most of these there has been widespread adoptfon by the localiefes. Unless a
State is willing to allow its localities to "plggy-back"™ a local supplement on
to the State tax, 1t should be wary of extending this type of nonproperty taxing
power to lecalities. States would be well sdvised to:

® Limit local nonproperty taxing powers to as large
taxing areas as possible, ideally coinciding with
the boundaries of trading and economic areas;

® Prescribe rules governing taxpayers, tax base, and
tates, ete., uniformly applicable to all local taxe-
ing jurisdictions: and

®  Prowvide technical agsistance in administering and
enforcing nonproperty taxes.

Local property bax--Any effort to create a move effective and equit-
able revenue system for State government must &lsc come Eo prips with loeal
propecty tax overburdens. By all odds, this 526 billion revenue producer stands
out as the "sick glant" of our domestic revenue system--a Fiscal pathology that
cam be traced ro individual and group property taxpayer overburden situations.

Individual property taxpayer overburden situations can be traced to
either:

{a) Ower-asscssment due to the lack of wndform valuation
practices--anm administrarive matter; or
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2., That profegsionalizaticon of the assessment function can be
achieved ocaly Lf the assessor 13 removed from the elective pro-
cess and selected on the basls of demonstrated ability to appraise
PropaTty.

3., That the perennial conflict between State law calling for full
walue assessment and the locel practice of fracticnal asgessment
can be resolved most expeditiously by permitting local assede-
ment officials te assess at any uniform percentage of current
market value abave 8 specificd minimum level provided this poliey
ig reinforced with two important safeguarcds:

fa) A full disclosure policy, requiring the State tax
department to make annual county asscssment ratis
studies and to give property owners & full report
on the fractional valuation policy adopted by
county assessers and

(k) An appeal provision to specifically authorize the
introduction of State assessment ratio data by the
taxpayer as cvidence in appeals to review agencies
on the issue of whether his dssessment is innquitahlz.

Unfortunately, reforms on the property tax front appear to move along
at a slow pace. Since Jume 1%63, only two States, ¥New Jersey and Tennesses,
have taken action to professionalize the local assessment function. California's
recent reform legislation elearly put that Stave at the head of the full-diselosure
class. The 1966 legislation (Assembly Bill Mo. 80) directs the local sasesssr to
supplement the rowtine notice of an assessment lncrease with two significant items
of informatlon, the assessment ratlo and an estimste of the full cash value of
the property. Arizona cecently comverted its exieting appraisal and assessment
standardas division inte an independent State agency, the Department of Property
Valuation (Chapter 107, Acts of 1967 Legislature), strengthening the Stace's
supervision of property tax administration. The same act set up & separate and

totally independent Board of Property Tax Appeals, to be appointed by the Gow-
#rRor,

DMuring the last few years, the Jjudges, nct the State leglslatoers, have
propelled the property tax ceform mowement. They are less willing to tolerate
flagrant differences between State assessment law and local administrative prac-
tiee. A= & result of court mandated action, Kentucky now can elaim the distine-
tion of being the only Scate in the Nation where property is generally being
gagesged at full value. Under threat of judicial acticn, legislatures in several
Srates have formally abandoned the full-=value standard in favoer of & fractional
level that conforms most closely to prevalling adminiscrative practiee. Judieial
intervention, however, is no substitute for a fundsmental overhauling of the

State and local assessment machipery--at best it represents a last resort type of
agtion.

Beducing the tax overburden due to lew family fancome.--If the local
assessor could equalize tax assessments at full value or at some uniform per-
centage of market value, cha payment of this tax would =till impose excessive
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fipnancial strain on eertein low income property owners. As {dllustrated by the
propecty tax burden data set forth above ,* payment of the rtesideatial property
tax can create extraordinary burdems for families once the flow of income falls
sharply as & result of the loss of employment, retirement, or the death or
phyesical disability of the breadwinner.

The most notable attempt to come to the aid of property owners deemed
to be carrying excesgive tax burden in relation to limieted Esmily income can be
found in Wisconsin's 1964 tax credit plan that rebates to low iacome elderly per-
gong--both homeowners and renters--that pare of their tax payment that is im
excess of 5T of household income. Because this tex relief program is financed
from State funda and administered by the State tax department, it im no way erodes
the local property tax base or interferes with the local assesssent process.
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Chapter 5

FEDERAL GRANT-IN-AID PROGRAMS-
TRENDS AND PROBLEMS

Over the past century Federal grants-in-aid have emerged as the major
factor in fiscal relationships within cur Federal system. Responding to a
steadily expanding national concern for the provision of new govermmemtal Ser-
vices and the Ilmprovement or expansion of services traditionally provided by
State and local govermmente, categorical grants have grown steadily in terms of
programs affected, expenditures and the proporticon of the national budget.

The categorical grant has been and is the predominant type of Federal
intergovertmental tramsfer. It has enjoyed & perennial popularity; demonstrated
its wsefulness in coping with rural, depression-rooted and urban problems; and
has clearly indicated its compatibility with the decencralized, open-acceas,
pragmatic and pluralistic features of the American political svstem--eapecially
ag I'.l'Ll:}' are manifested in the Congress.

Only a dozen years ago, the Report to the Fresident of the Cosmiseion on
Intergovertmental Relations (the "Kestnbaum"” Commission) declared: "As a result
of many devel ents, the grant has become a fully matured deviece of cooperative
gﬂv;:r-:mn:.."l Since that time, the categorical grant has been even more heavily
relied upon in comnection with various critical domestic problems. But there is
less certainty now about its efficacy as a mechanism for intergevernmental col-
laborgt iom.

The incressing role of gramts then compels a careful examimation of the
question: Can categorical grants-in-aid be used more effectively to maintain an
equitabl-& figcal balanece in the Federal :y;l;m'i' To answer the question, it is
necesgary to look at the nature and scope of grants-in-aid; ascertain what ef-
fectas they have on the effective functioming of local, State and Hational gov-
ermments; and determine whether and how they can be improved as a mechanism for
achieving a wiakle Fedoral system.

THE NATURE AND TYPES OF GRANTS-IN-AID

For purposes of this report, "Federal grant-in-aid" is defined as momey
paid or furnished to State or local governments to be used for specified pur-
poses ("categories"), subject to comditions spelled out in statute or adminis-
trative regulations., OCGenerally excluded from this definitiom are: ({a) shared
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revenues, (b)) payments of taxes or in lieuw of taxes, {c) loans or repayable ad-
vances, and {(d) payments for comtractual services vendered by State or local
gowvernment Lo the Hatiomal Government.

Grants-in-aid are either formula grants or project granta. The former
are distributed to all State (or indirectly to local) governments in accordance
with a formula written inmto the enacting law, The recipients are entitled to
these grants as a matter of "right," subject of course to the ceiling imposed by
the amount of money (authorized and then actuwally) appropriated.

Grants to meet specific problems--project grants--on the other hand, are
not necesgarily spread uniformly amomg all States. FEligible jurisdictions are
speclfled, but they must take the initfacive in applyving for the gramt. Subject
to leglslative guldelines, and within funding limitations, Federal administrators
uge thelr judpment in making preject grants, e.g., urban renecwal grants or Meigh-
borhood Youth Corps comtracts. The funds appropriated for each program are
ugwally small, which places a [urther premium on State and loecal initiative in
requesting the [unds and following up on applications.

Both project and formula grants wsually contain a cost-sharing (maceh-
Ing} requiremenc. AlT of the latter and a few of the former also include for-
mulas for apportiomment of available amounts amomg Ehe States or localities.
sometimes the apportiomment formula contains a factor for equalizing the grants
among the recipients on the basis of need (such as populsation) or Fiscal capac=
ity (usually per capita persomal income}. Matching or cost-sharing requirements
are of two kinds: wvariable metching, reflecting differing abilities of the State
or local recipient to support thelr aided functions; and fixed ratio matching
under which each recipient is required to share the same proportion of program
CoETE .

A distinction is made between categorical grants and block grants.
Categorical grants are made for narrowly circumscribed purposcs determined by the
Congress to be of mational comcern. Examples are grants for sewage treatmont
facilities and old age assistance. Block grants are either wneconditional Fiscal
grants to a specified level of govermment, or grants restricted to a bread pro-
gram purpose, such as eduecation and welfare. Some of the propoesals now recelv-
ing wide pational strention would distribole Federal tevenve fn cthe form of block
grants. AL present, 4ll Federal grants are cqtzgurical Erants, al:hﬂugh money
provided o the States under the Partnership in Healeh Act of 1966 ig in some pe-
apects & block grant for healch purposes.

DEVELOPMENT OF THE CATEGORICAL GRANT SYSTEM

The distinguishing features of the present categorical system of Fed-
eral grants-in-aid trace back to 1862 when Congress enacted the Morrill Act to
assist the States in establishing and maintaining land-grant colleges. The grant
was in the form of land, mot money. The Morrill Act carefully specified the ob=
jectives of the grant, placed conditioms on use of revenue derived {rom the sale
of gramted lands, and Tequired anmual reports. The pattern of categorical grants
was thereby established: necded resources were provided in Exnhange for accep-
tance of certain national minimsn standards for a specific purpose.
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Later in the century, Federal aid in the form of annual money grante was
extended in three program areas=-beginning with agricultural experiment stations
in 1887. In the second decade of the twenticth century, Congress enacted two
major Federal assistance programs--onme for highways and ome for vocational edu-
cation and rehabilitation. The latter has long stood as a major example of the
uze of a grant as a "stimulating" device., Its original purpose was to induce the
States, through their local governsents, te provide wocational training in cer-
tain skills in short supply because of demands placed on the economy by World
War I. The vocational education program has also stood ag a major example of che
difficulties encountered in terminating or redirecting grant programs, once Chey
have served their original purpese, since no major review and redirection of the
vocational education program occurred until 1963.

In the "depression decade” of the 1930'e the Federal Government launched
a wide range of new welfare and ecomomic security programs. These were designed
not only to help individvals but also to alleviate the Intense pressures on
shrunken State and local resources. Other measures were lnavgurated to provide
low=-rent public housing and impreve health services. Many of these gramts, es-
pecially chose authorized by the Zocial Security Act of 1935, provided for ex-
tensive administrative supervision by the National Government, including the re-
quiresent, added In 1939, that State and lecsl personnel partieipating in Fed=
erally aided programs of health, welfare and employment security be selected and
adminiscered under a merit system of personnel adwinistration. Abowt a half
dozen of the depression-born grant programs that provided cmergency rellef of
various kinds vo States and localicies expired im the late thirties and early
fovties. Seventeen of che presently existing basic grant categories, however,
were enacted between 1933 and 1944,

The years following World War II were marked by a series of new cate-
gorical grants for health care, for education in selected fields, and Eor Te-
newing the physical environment of urban areas. Im the 1950's Federal aid for
municipal sewage treatment plant construction was begun. In the I260's major
steps have been taken to broaden elementary, secondary and higher educational
opportunities) to develop economically depressed areas) to help finance health
services and medical care for the indigent, to launch a "war on poverty”; and,
in 1%66, to inaugurate a comprehensive physical, social and economic progeam Eo
tranaform alum and blight-ridden cicfes into model neighborhoods. Few new grants
were begun im 1967, but as this report goes to presa, & new grant-in-ald program
to assist State departmentcs of agriculture in the inspection of meat products is
being initiated.

Table 22 lists, in order of establishment, the grant-in-aid programs
now in effect as repaorted in the Annual RBeport of the Secretary of the Treasury
and the Special Analysis on Federal Aid of The Budget of the United States.

These spurces are used here because they provide dollar magnitudes. The indi-
vidual grant programs shown, however, often inelude many separate authorizations;
for example, the Federal aid highway progrem is counted as one unic even though
it consists of four separate grent programs (interstate system, primary, secon=
dary and urban extemsioma). The discusalon of grant proliferacion below, using
data on the individual autherizations that make up many of the major categories

shown in Table 22, gives & more accurate picfure of the profusion of separate
grants.,

Table 22 indicates that of the tocal of 95 program categories, 10 were
estabklished pricr to 1930; 17 during the period 1931-45, with all but one of
these being initdated during che "depression decade"; 29 during the period 1946-
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TAELE IZ.--FEDERAL GRANTS-IN-AID TO STATE AND ‘LOCAL GOVWERNMENTS, 1966=1968,
e DATE OF ESTABLISEMENT

Eniablished Prier e 193

Teaching materials for the blind

Caoperacive State evperinment staclon serelcer

Agriculioral experiment atacicns
Vetecons' homes
Land=-gramt colleges
Forestey eocporabion

HMaritime academies or colleges
Fedoral axCensicn seevics
Federal-aid higbways
Vocaciomal education
Vocaclanal rehabilitotlon

Bubraral, bagle programs aacabllabad
piier to 1930

Estaoblished During Feried 1931=1945

Agrlecalivral compodl ey distrllarcion
CLC price-guppart dematicns
Feod stamp progran
Enployment service and uneoplovnoent
compesgaclon and adminlatraction
Tidlan education and welfare sevvicas
Indisn respurces nanagenesnt
Apricultural Harketing Service:
Ageflcultural commodity distribution -
Pomovgl ¢f surplus

Aid and gervices Lo ngedy [aplllos wich
children

4id ko the blind

Child welfare services

Communiby and enviroamental healeh aecivitias -

general health
Crippled children's services

Yaar

Estab-
Lished

1B7%

1887
1283
18494
1911

1211
1914
1%1h
1917
1520

1533
1933

1533
1434
1534

1435

1535
1935
1935

1335
1935

Federal Departoent or Agency

Currcntly Adninlstering Program

Health, Education and Welfare

Ajriculbere

Veteranns Administration
Haalch, Education and Welfeare
Agrlculburs

Comneroe

Agricaliurse

Transpor tation

Fealth, EBducation and Wellate
Health, Education and Welfare

Agriculture
fAgricultuce

Labart
Intariar
Interiar

hgricul Cubd

Health, Educaticon and Welfare
Health, Educaticn and Welfare
Health, Educatfion and Helfare

Hzalth, Educaticn and Welfare
Haalth, Educaclon and Walfare

Ampunt of Grast

FY 1767 FY LOGE

FY 1564 {Eze.) (Est.]
mrmmwsssenes{ Chousands)--——-—c—————
% 935 953F 0§ 1,150
b, 301 37,00 &5, 10D
B B35 5,957 4,245

L 500 1/ ¢
L6 526 17,290 17 2840
532 175 175
B4 595 a7 ,773 42,017
3,923 743 3,926,400 1,802, 70
128 538 224,737 227,961
1% 326 156,815 309 hEE

§4 285,070 e 1)
L1%,853 185 465 193 034
65,353 131 3940 184, a0
L9, 312 517 .540 350,625
14,014 9452 B 952
862 Q57 Q47
112 044 139,020 168, 137%
1,115,829 1,2%3 800 L,368 %00
51,163 52,300 52,300
3% 564 155 pUd 207, MK

Li 906 3F 3

AT 154 & &
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TABLE 23 (QONT'D).--FEDEHRAL GRANTS-IR-ALl TO STATE &MD LOCAL GOVERNMENTS, L966-1066,

MHatesmal and child health services
01d age assistance

Leas-rent public housing

Wildlife restoraciaon

Venereal digease contrel
Tuherculosis conkral

Subtotal, established 1931-1945

Establighed During Period 1%46=1%60

Agricultural cosmodity discribucions -
Bchieal lunsh pEcktams

Agricultural marketing amd research services

Airport planming and developmenc

Hasiec seientEfie reasarch gEranta -
Department ¢f fAgricolture

Heospital and medical facilities: constructicon

Mental healeh sccivicies (HIMH)

Diganter relief and Eepairs

Cancer control and demconstraticns
Heart disssse combeol
Urban Fenesal

Ald to permasently and cotally disabled

Federally affected public schocls -
Haintemance amd operaticn

Faderally affected publis agchools -
Construction

Fich resteration and management

Ciwil Pefense

BY DATE OF ESTABLISHMENT

Year

Estab- Federal Department or Agency
lished _Cuerently Administering Program
1935 Health, Education and Wellare
1935 Health, Educationm amd Welfare
1937 Housiog and Urban Developnent
1937 Interior

1535 Healchk, Educationm and Welfare
185 Health, Education and Wellata
1546 agrleultura

1946 AgriculEure

1544 Transportaticn

15446 Agriculiurs

1956 Health, Education amd Welfare
15454 Health, Education and Welfare
1947 Office of Emergency Flanning,

Execubive QFEfice of tha President

1948 Health, Education and WHelfare
1958 Health, Education and Welfare
1944 Beusing and Urban Development
1950 Health, Education and Welfare
1950 Health, Education amd Welfare
1950 Health, Educaticon and Walfara
1950 Interior

1250 Dalanss

Arcunt of Grank

FY 1 ¥ 1968

FY L9466 (Est.] {Ezr.])
Y o T CTE-1- 1 T: - EEE TS

& A, Ta4 Ll A
1,161,029 51,205,100 91,170,100
225 516 249 055 277,674
15,5866 18,471 17,955

5,194 5f 5!

5 B0 af 5l

53,5685, 122 2f zf
19& 991 211,370 240,250
3 414 3 443 3,242
53,4984 L4, 000 59 000
2,450 L,.00d 1,008
195,911 219,911 230,400
§,570 112 ] 216,100
131,651 &8L,103 14 500

3,488 2 5

7 2a% EL 5
3k6 569 361,154 LET 507
338,172 175 900 416 600
333 575 160,000 360,170
4 361 31,000 29,4340
&, 184 & 000 6,310
31,331 25,500 L E L]
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TABLE 22 (COHT'D).--FEDERAL GRANTS-TH-aIl TO STATE AMD LOCAL GOVERRMENTS, 19661968,
BY DATE OF ESTASLISIMENWT

State supervision of schools and training
eaCalllahssnta

AgrleulEupal commedlicy discEibution -
specinl milk progran for childeen

501l Conscrvatiom Service: Watershed
protection and fload preventiom

Scare and local preparedness planning

Urkan planoing

Haglth rosaarch facilities construcciom
Libpary services and cansCrucgicn
Hozte btreabtment works congtruction
Water pollution control

Defense educatiomal ackivities

Edizcation of monptally retarded and other
handicapped childrap

Forest and public lands highsays=

Kational guard centers - construction

Hedical aaslstapce for tha agad

Subtotal , escablished 1545-1%R0

Established Ilur.l._ng, Feriod L9&L TI1.1:|:h1.|EI:| 106 &

Commanity health services, pagrtlcealarly for
chronically i1l aesd aged (oxcl. heart, cancer)
Open=space land preservation
Fublic facilities grants and area
redevalopnent asslatanced’
Educaticmal television
Hompower development and Lraining

Public works sccelerabion

Badiological health oed inmstfcutional
craining

Atr pollution control and preventfion

Higher eduscatfonal facilities - constructilon

Adult basgic edpcablon

Yoar

Ed Lab-
Lished

19352
1954

1954
1954

1954

1958
1956
1956
1356
19308

1954
1958
La5B
1960

1961
lasl

1961
1963
1962

1962

1962
1963
1983
196

Federal Dopartment of Agency
Curcently Admindstering Frogram

Veterans Administracion
Apriculture

Apciculture

Hffice of Encrgency Flanning,
Exaguctive Dfflca of the President
Heusing and Orban Development

Healith, Education and Wolfaras
Health, Edpcation amd Welfare
Inkerior
Interior
Health, Ediecation and Welfare

Health, Educaticon and Welfare
Iransportation

Defonse

Haalth, Educaticn and Hel fara

Health, Educaticn and Helfare
Housing and Urban Development

Comnerce
Aealth, Edugaticn and Welfare
Lobor

Commarca

Healch, Educatlon amd Welfare
lealth, Education and Welface
Health, Educatlon and Welfare
Dffice of Economic Opportunity
Healeh, Edusation and Welfare

Amount ¢f Grank

FY 1967 FY 1564
FY 1966 Esk. {EsEe.}
L T T B )
§ 267§ 1,515 § 1,515
96,477 103,350 103,350
69 541 B8, 166 71,401
897 116 167
20,050 22,000 30,000
133 & &/
40,715 87,900 107, 3040
Bl ,478 83,000 142,000
6,170 8,960 18,242
B4 BAD L0 330 3z ,25%
2,564 £ ,000 12,968
80,037 35,428 I
3,044 on Z,700
298,911 15,700 7,300
$2,405,032 L, f
11,537 5 5¢
7,512 28,500 57,800
6,889 50,600 131,600
& ,402 7,825 1% 673
21,998 30,000 0,000
47,003 15,700 =0-
1,950 5f if
622 5f 3
1,289 1/ 1r
21,131 13,900 =
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TABLE 22 {COHT'D), -~FEDERAL GRANTS-IN-pAID TO STATE AND LOCAL GUVERNMENTS , EY966-1%63
0T DATE OF ESTABLISHMENT

Low-tant houkieg for demestic farm labor
Comrunfcable dipense activicies
Cammrarnity action programs

Mams transportacion

Heighborhood Youth Corps

Work sxperience and trainieg program
&

Water pegourcss research

Gommercial figheries research amd developrent
Highway beantification and concral of autdeor

advertislng
Land apnd water conservation

Appalachian higheays

Elcmencary and fpcondary educatlonal
activities

ddninistracion ce aglng

Hedical aselatams:

Demtal services and rescurces

Fromation of arte and humanities

State technical services

FEural water and waste disposal grants
Katlonal Teachers Corps

Higher pducacional &ctlivities

Equal cducational opportunities program
Bazic water and souer Faciliefies
Helghborbeod facilitias

Hatropaligan Jevelopmenk

Depwpstracicn citles

Urban isfarmacion services

Higiweay beauty-safs=ty trust fund

Dffice of Economle Opportusicy
Special Impact

Cifiee of Ecomenic Opportunity
Adult work training

Year

Estab-

Alghed

L9464
LO&4
1944
L
1964

154

1964
1954

L9635
19635

1965

1963
1965
1963
1965

1365

1963
1965
1965
1963

1205
1965
1965
1966
1964

1564
1964

1964

150#

Fadaral Dapartment o Agency

Curtently ddministering Proprsm

Ancunt of Grank

e ——

Apriculture

Health , Education and Welisva
Office of Economlc Opporituniky
Housing and Prban Rewvelopment
Office of Economic Opportusicy
Lahor

Office of Econonic Oppoctunity
Healéh, Education and Welfare
Tatesrios
Intarior

Transporcation
Incerior

Compmeroe

Health, Education and Welfarae
Bealth, Education and Welfars
Health, Education and Welfare
Health, Edecation and Welfare

Hational Foundation oo ATEs
amd Humanitios

Commerce

Agtlenlgura

Health, Edusaiion and Welfare

Health , Educaction and Welfars

Hoaleh, Eduzation and Helfara
Houaing sand Teban Tevelopment
Housing amd Urban Development
Housing and Urban Development
Heusing amd Urhan Developmant

lousing and Urban Dewelopment
Transporcacion

Office of Economic Opportunicy

DIfice of Eecnemis Opportunity

Fi L0&7 FY 1968
FY 1866 (Egt. ) {EaC.}
sammeme==wnww| Ehugands ) === - =nmmu v
- 5 6,000 & & , MK
% 11,RE0 ﬁf 5f
326,005 S&E D0 795 , 000
15,173 55,900 LG, 70
299 9% 251 004 500,800
74,357 124 500 47,004
5 G 4,574 B, 004
H23 3,215 4,045
2,537 36,901 9/
1,144 5B A4 50,582
8,877 52,100 &0, 700
BL5, o 1,21%,900 1,422 841
1,311 4,557 10,274
&B7 200 7ak 200 1,244 B0
7432 1L 11/
z 1,000 2,000
1,341 4,500 7,000
ag L0800 90,000
3,000 4,500
1,526 17030008 245300127
2,651 1,500 15,300
& &0,000 LL0 000
- 3,000 15,000
- - '.',I:I-EIL'I
. 5 250 147 000
g . 1,500
- - 227,500
75,000 18% 000
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TABLE 27 (CORCL'D).-=FEDERAL GRANTE-IN=AID TO STATE AND LOCAL GOVERNMENTS, 1966-19638
BEY DATE OF ESTABLISHMENT

Year
Eztab- Federal

—-—“.ﬂ‘uﬁﬂﬂﬁ_—
Dapartment or Ageney FY 1967 FY L1968

lisked Currently Administering Program Ff 1046 (E=ze.} (Est. ]

fAealth grants 13
Health mapposder Health,
Tiaraps prevention dand envirornmentsl centrol Health,
Health services Healtk,
Henkal health Healeh .
Comprehensive health plannming and services Health,

Subtotsl , estohlighed 1961-194&

Grand total

SMHARY

Basle program astablished--
Prior to LU3D
1931 ko 1945
1946 to 1960
1961 to 19466

Bobe: Exeluded are shared revenues and certaln sminor grants, such as De
change Cencer; grants limited to specific Stafed, such as Ceansic
umbia. Tetal fer FY 1968 excesds that shown io Special Analysi=
ference in figures used for public assistance (See Scutce mote be

1/ TImcluded in higher educational accivicles. 8/

2/ Hot subtotaled because of accouwnt elagsbficativn shifua, 1af

1/ Included under health services &t and of ctable.

L/ iInciwded under child weifare secvioes.

E_." Tneluded undéer digease prevention and eovironmantal health L4
at end of table, E.l'

& Inclieded under hospital and medicol facilities construction.

z." Reflgets cranafer to regular Federal-aid higkways. E."

8¢ Became Ezonenic Develepment Admipiscratbon in 1965

smsemmmsanmas( ChOLEARAE = cammm cneea e

Education and Welfare - ] 47,510 % 138,341

Edacation and Welfare A 12 B0 L5 &00

Education and Welfare = 13,181 55,650

Education and Welfare - 112 350 216,147

Edaucation and Welfare . 3,991 195,605
% & ,164 400 2f e

S12, 540 624 HL0.BEF 219 517,286,017

£ 5,386,070
3,385,122
2,40% 032
3184 400

partment of State: East-West Cultural amd Techalcal Incer-
irnal grancs to Alaska; and Federal payment co DHaerict of Col=-
J, Budpet of the United States, 1968, p. L6l, because of dif-
LTow) .

Reflects proposed establishnent of a now Beawty-Safery trust fond.
Includes "paymants to medlcal vendars - othar pregruns’ s Tol-
Tows: BY86 - 5285,15%: 1967 - 5118,200; 1968 - $48,600. See
Budgat of the U,.8., 1368, Appendix, pp. SBG-87.

Included under health manpewer at end of table.

Starting fm 1967, fncludes higher educatfon conscruction and

land gramt collepges,

This 12 the sccount classiflication for he=alth pronts forc 1967 &nd
1968 usced by the Dorcay of the Budget in Special Analysis 3,
Budger of the U5, 1968, p. T0d.

Source: 1966 fiscal data: Table 84, Federal grante-in-aid to Stace and local govercments and to individuals and private imstitucBons

withim the States, [iscal year 1966, Fart A., Apnwsal El.nErt of tha Sacretary of tha Traasuty, ]'EIE-E; 1967 and 1968 Figcal dapas
Spacial Analysis Buydger ¢f cha iCgd Scates 2 With subgequent adjustments ghtained from Bureauw of the Bodget Fiscal

Analyziz Sectlonj public sszsistance flgures For all thtee yeacs
PR SBH-87,

were taken from Budget of the United Staotes; 1968, Appendix?




1960; and 3% from 1961-1966. The amount of Federal granmts=in=aid from budget and
trust accounts in fiscal vear 1968 was estimated in the 1968 Pudget st %17.3 bil-
lion. Of the total of 512.6 billion actwally spent 1in fiscal vear 1966, 54.4
billion was from the pre-1930 grants;* $3.6 billien from the "depression era"
grants; 52.4 billionm from those established from 1945-1960; and $2.2 billiom Erom
those enacted From 1961 om. The bulk of the 54.7 billion increase from fiscal
vear 1966 to fiscal year 1968 was accounted for by the 39 programs added since
1960,

SBhifts in program focus can alsoc be traced in Fig. 13.%% In 1950 and
1955, prior to the expansionm of the Federal sid highway program, &0 to &5 percent
of gramt payments were for health, labor and welfare programs. Public assis-
tance payments alone accowmted for mearly half the total. Commerce and trans-
partation sctivities comprised snother 20 percent.

By 1960, with the infusionm of more than $Z=1/4 billiom in sdditiconal
highway grants from the Federal Ald Highway Act of 1956, commerce and tramspor=
tation programs dominated Federal gramt activities. HMore recently, aid programs
have changed substancially in both number and kind. In the last {ouwr years, Con=-
greas hag enacted several programs aimed primarily at broadening the seope of in-
dividueal opporeunity for educational and economic erhancement. The eumulative
effect of these programs has been to place the principal emphasis of Federal aid
once again on health, labor and welfare ackivities--as well as to give added
impetus to education and housing snd commmity development efforts. Im 1968, it
ig estimated that these programe will account for twoe=-thirds of total estimated
aid payments.

The dollar trend in grants=in-ald since 1940, in terms of major func-
tional areas, is shown in Fig. L4 .

FEDERAL AID IN RELATION TO FEDERAL AND STATE-LOCAL EXPENDITURES

The expansion of Federal aid to State and local governments has become
an increasingly important factor in the [lpances of all levels of govermment.
As seen in Fig, 15, Federal aid as a proportiom of total Federal expenditures
more than doubled in the past 13 years, rising from 4.6 percent inm 1955 to an es=
timated 10.1 pereent in 1968, Ower 20 percemt of total Federal payments for do-
mestic programs will go as grants to State and local governments Iin 1968. The
relative increase in the amount of Federal aid has not been quite as marked for
the recipient State and local governments as it has for the Federal Govermment
because of their efforts to expand State and local revenue resources. Still,

* This was almoat entlrely ($3.9 billion) for Federal-aid highways, estab=
lished in 1916 but greatly expanded im 1956 with the massgive interstate program.

w% For further detail, see Table A=1%.

% For [urther detail, see Table A=20.
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Figure 13,

Pereent

PERCENTAGE DISTRIBUTION OF FEDERAL AID PAYMENTS TO
STATE AND LOCAL GOVERNMENTS, BY FUNCTION

SELECTED YEARS, 1950 . 1968
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Figure 14,

FEDERAL GRANTSAN-AID TO STATE AND LOCAL
GOVERNMENTS, BY MAJOR FUNCTIONAL CATEGORIES
1944 - 1968
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Figure 13,

Percent

FEDERAL AID EXPENIMTURES IN RELATION TO TOTAL
FEDERAL EXPENIMTURES AND T STATE-LOCAL REVENUE

SELECTED YEARS, 1947-1068
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Federal aid will represent an estimated 16-17 percent of State-local gemeral
revenue in 1967, compared to 11 percent a decade earlier.®

AN ECONOMIC JUSTIFICATION OF CATEGORICAL GRANTS

The evolution of the categorical grant-in-aid system indicates that it
haz prown &5 a consequence of Congressional determination (1) that the achieve-
ment of certain specific matiomal ebjectives requires additional public expen-
ditures, (2} that these expenditures should be made through State and local
govermments rather than directly by the Natfional Government, and (3} that State
and local governments lack the resources or motivation bto make them on their own.

Congressional decisions to use the categorical grant were and are mede
in the crucible of the complex and Erequently conmflicting Forces composing our
political system. In its review of intergovermmental fiscal relacions the
{Kestnbaum) Commission on Intergovermmental Relations attempted to establizh /
gome explicit puidelines for Congressz to consider when making these decisions:=

1. A grant should be made or continued only for a clearly in-
dicated and presently Important natiomal ebjective. . . .

2. Where national participation in am activity is determined
to be desirable, the grant=in-aid should be employed omly
when Lt 18 fouwmd to be the most sultable form of natiomal
participacion. . . .

3. Omce it is decided that a grant-in-ald should be made, the
grant should be carefully designed to achieve its specified
obijective. .

Certainly the most difficult isswe raised In using these guldelines is,
what is a "clearly indicated and presently important mational ebjective? The
Eestnbaum Commission gave little guidance in answering this guestion except to
caution that it calls for & "searching and selective test of the justificatiom
for Hational participation,” and that “where the activity is one normally com-
sidered the primary responsibility of State and local governments, substancial
evidence should be required that Hational participarion i2 necessary in order to
protect of to promote the national interest."” In politiecal cerms, of course,
any ﬂhj:ctiue is manifestly and aigﬂificantly national in character which sur-
vives the arduous, lengthy "testing process” that Comgress provides with its
polycentric power structure and limited majority norms.

Economisrs , however, offer a conceptual [rasmework for determining a
"elearly indicated and presently important national objective." This approach
is based on the fact that provision of certain public services by State apd local

gavernfints produces "spillovers" of costs and benefits to neighboring jurisdic-
tlona .

w For further detail, see Table a-21.
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Two kinds of benefite arise from government spending programs: those
which flew . vectly to specific individuals, called private benefiee, and those
which acerus broadly to society as a whole, called social benofits. Both of
these become “spillover" benefits whenever they are enjoyed by persons outside
of the government jurisdiction that generated them, When this happens, local
votera, lacking any financial contribution from outside beneficiaries; are like-
ly to under-support the programs in question. Thus, the community has the choice
of inequitably bearing the cost of benefits provided others, or of doing without
a necessary public service, with comsequent damage to the local economy. A
grant-in-afid to compensate for these external benefits then is one way of avolding
fiscal imequity or incffi:tﬁn;y,

Public sducatiom provides a geod 1llustration of splllover benafits.

First, some of the most important of all educational bemafits accrue broedly to
eyeryone in the country. Second, certain educational bemefits are private in
natyre, but these accrue to outsiders as well as insiders--in short, to anyone
wha assoclates in one way or anocther with the person who 18 educated. A third
kind of extornal educational Benefit results from our sultiple level syatem of
govarnmant. Cltlizens receiving a better education produce more goods and sarp=
vices and earn higher personal incomes than they would have otherwise. Taxation
then diverts some of this extra buying power to all three levels of povernsent
and through cthem redistributes it te people in other juriadictions.

Spillover costs likewise affect equiky and the efficiency of the escon=
omy. Poorly educated persons who move cause Increased welfare costs in their
new place of residenmce. Water pollutfom is enother dramatic example. 1£ one
municipalicy dumps Lts untrested sewage Into a stream, ifits dowmetream nefighbors
are put to the expense of treating water taken from the stream or secking another
geures of uvseabls water,

While the analysis of external benefits and costs of State and local
activities 18 still inm a rudimentary stage, it is widely recognized that spill-
ower penefite and costa exist and must be considered when financing various
functional prograsa. It can be arpued, moreover, that spillovera justify cate-
gorical granta, as distinguished from block granta, because spillovers wary
widely among individual functional categories and the categorlal approach facil-
itates gelective treatment of these separate spillovers.

MAJOR RECENT TRENDS

The Proliferation of Grants

Ho doubt the meost striking characteristic of the recent tremd Iin the
grant-in-ajid system is proliferation and excessive categorization, Table 23
shows a count of individual grant authorizations for each of the years from
1962 through 1966. The tally covers, for example, 11 separate granes Eor health
professions assistamce, 10 for higher education, 8 for educational research and
7 for mental retardatiom. Fig, 16 shows the number of grant authorizations by
individual departments and agencies at the beginning of 1967, Seventeen
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departments or agencies administer grants. Within B depariments or agencies, (]
separate bureaus or offices have immediate responsibility for grant administra-

tion.*

TABLE 23,--HUMBER OF GRANT-IN-AID AUTHORIZATIONS

Apportioned
Formula Projaect
Date Grants Grants Total
Cumzlative through 1962 53 107 160
hdded , 1963+ 2] 13 21
Added, 1964+ 10 i 40
Added, 19a5% 19 Qi 109
hdded, 1966 _9 A0 45
Total as of Januwary 1, 1967 99 2B are

#The net change from the preceding line reflects expiration or
repeal of earlier authorizatiens ag well as addition of new
authorizations.

Source: ACIR tabularion from variouws sources, inmcluding U.S.
Congress, Senate, Subcommittess on Intergovernmental
Belations, Catalopg of Federal Adds to State and Local

Covetrnments and twoe Supplements; and Conmgressional
Enmacekments, 89th Congress, Second Session,

The rapid expangion in number of grants has affected their role in part-
nership programs. From the point of view of the grant reciplents-=-Scate and
local governments--the sheer number, variety and complexity of grants make it all
but impossible for elipible recipiente to be fully aware of what aids are avail-
able, which Federal agencies administer them, and how they suit particular needsa.
A major complaint of State and local governments concerns this "information gap."
One conseduence has been that by July L%67, 13 States, 23 citles and ome county
had astablished Washington offices to heep track of grant programs and to conduct
active follow-through with Federal agencies in expediting grant applications.
Several cities, 300 counties and 48 Staces (a5 of July 1967} had established
Federal aid coordinabors.

"Grantsmanship'"” has becomes & popular new game in Washingtom, played
mast effectively by alert State and local governments. If they do not have
Washington offices--or perhaps even if they do-=they flnd many consultants ac
hand whose business it iz to keep informed onm availlable grant programs and halp
their elients in applying for them.

The multiplication of grants is underscored dramatically by the large
number of different catalaogs of available granta that have been assembed by

¥ For Further decail, ses Table A-22.
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Figure 16

NUMBER OF GRANTS BY ADMINISTERING DEPARTMENT
OR AGENCY, BY FORMULA OR PROJECT, DECEMBER 31, 1966
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Fedural agencies, national and State assoclations of public officials and private
firme, none of which is truly cosmprehensive, despite the efforts of their com-
pilers to make them so. Perhaps the crowning demonstration of the peint 1% the
fact that the ACIR in 1966 compiled a "catalog of catalogs" in an attempt bo
present a bibliography of informetion sources, and this catalog and ita first
supplement ran to 18 pages!

Another aspect of proliferation 1s the overlapping and duplication of
grant programs, in such fields as water supply amd sewage disposal, recredtiom,
geonomic development, work training and powverty. The classic case is that of
grants for water and sewer projects, HNo less than four such programs are avail-
able, adminigtered by four different agencies: HUD, the Department of Agricul-
fure (FHA), the Department of Interior (Water Pollutiom Control Administration)
and the Deparetment of Commerce (Economic Development Administratiom). The Office
of Education (HEW)} recently listed eight separate programs under six different
laws authorizing grante to libraries, In 1966, Congress authorlzed HUD to make
grantg for historic preservation {acquisition of land and structures, and restor-
ation) and for survevs of historic structures; the same vear it alse authorized
the Deparement of Interior to make grants for historic properties preservation
and for aurveys and plans of such propertles.

Excesslve categorization and overlapplng of grants create administrative
problems at &ll lewvels and handicap the development of a coordinated attack on
comminity problems. Operating agencles at the State and lecal levels usually are
reasonably capable of keeping track of grant programs in their functional fields.
Information avallable to chief executives may be wery limlted, however, making 1t
difficult for them eo felfill ctheir overall coordinating responsibilicies.

State and local governments may be bewildered as to the differences be-
tween seamingly like programs or uncertein as to whether they are using the most
appropriate propram; om the other hand, they may exploit opportunitics te play
olf one Federal agency against another, Confusion ifs appravated by the existenco
of varying requiremsnts under similar programs, which may cause applicents ko
geak Che program which seems most attractive from the stamdpoint, say, of non=-
Federal matching required although overall comsiderations, such as the specific
uges to which the money can be put, may make it less attractive.

spanding Use of Project Grants

48 indicated in Table 23, 280 or three-quarters of the 379 grant-in-ald
programs in effect at the cnd of 1966 were of the "project" type. This compared
with 107 or two-thirds of such programs at the end of 1962, Thus project grants
represent 4 sizable majority of the total, and the proportion is on the inecrease,
In dollar ampunte, however, this type of grant amounted to only $2.8 billion of
the total $12.6 billion for FY 1946,

Testifying at the 1946 hearinges on "Creative Federaliem," the Under Sec-
retary of HEW, the department tEhat adminietere over half the project grants, gave
the following insight inte the reagseone for this trend:d!

« ag you now know we now have this whoele development of
project grants which do not require a State plan, which are
not on & formula basis in the sense that the Secretary fndicat=-
ed, for dealing with the problems that are more diverse, of Te-
lationships oot only with other governmental wnits, but even
more particularly with non-govermmental units such as
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universitiea. Thie, I think, is & point that sometimes is not
completely understood, that the project grant approach really
has growm immeasurably im the last L5 years, becdause of the in-
flexibility of the State formula grant approach.

A recent examination of trends in HEW-administered programs also identi-
fied profesgionalism and the desire for innovation as other factors leading to
emphasie on project granta:d

v + + States need not avail themselves of project grants: but
they are attractive to professionals, rarely require matching,
and frequently enable solid accomplishments. They are lass a
method of centralization than of federal leadership, together
with the more advanced states, in program inpovatlen and pro-
fegzional development. This developmental ewmphasis, like stag-
ic standards, way reveal disparities among the states: but the
former does s0 only Implicitly, and looks more to progress than
to uniformity, It thus supplements professionalizm, epables
some Tespenso fo problesme Lo che more wetropolitan, profession-
Alized, affluent states; and It sometimes leads to the elabora=
tion and elevatlon of standards.

« « « In principle, the project grant allowed a maximm of Flex-
ibilicy imn the utilizetion of personnel, in cembining public and
private efforts, and in a selective program emphasis. At the
same time, the combination of initiative from the project pro-
posars and jedgment by professienal pesrs of departmental com-
mlttea, provided an administrative technique responsive in dif-
fering measure to community developmente, bo professiomal pro-
greas, aml to PHS (Public Health Service) ebjeckives,

The project grant has been uweed extengively in grants to urban areas.

Te seme extent thie trend reflects the divect Federal-lecal sature of urban
prants, bypaseing the State which traditionally has been the geographic and poli-
tical base for allocation of formula grames., In part, it reflects the Ffact that
certain types of urban grants, such as urban renewal, place great stress on local
inltiative and local asensing of needs--lactors that do not lend themselves to sim-
ple reflection in & formula, In part, however, it also indicates a failure to try
to develop adequate measures of program need and fiscal capacity which are suit-
able for formelas for distributing funds among individusl localities, and a fail-
ura by Congress to appraopeiste sufficfent funde ro meer the notioswide meed.

In short, this ifncrease in the nwsber of project grants stems from di-
verse and overlapping developments, including:

® The national need to have research amd development conducted
by ipstitutlons--sometimes publicly supported--is mot suscep-
Lible to an apportiomment approach;

o The inflexibilicy of the State formula principle prevents a
"rifling in" oo new problem areas snd tension points requir=
ing maximm attentiong

® Congressional reluctance to appropriate sufficient funds for

particular prograr neecds necessitates the more selective
project grant device;
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& Many program administrators and certain congressional commit-
tees have become [ncreasingly conscious of the need for tech-
nical assistance and training programs for State and local
units administering the functional grants falling under their
jurisdiction, yet are unable co measure the specific needs of
gach vunit in thege arsas;

® Similarly, many at the national level have adopted the parallel
goal of stimulating innovative approaches--including reseatch,
experimentation and planning=-=in grant-sided as well as other
functions

® The absence of reliable data on flscal capability and needs
for various jurisdictlonal units within States precludes an
apporticmment-based grant for various logally-oriented programs.

The inereasing reliance on project grants haa important implications for
the grant=in=aid svatem; It tends to-diminish the Hatiomal Goveroment s certain=
ty that Federal funds are being applied most effectively to meet nationally de-
termined minimum requirements throwghout the country, Firet, Congress leaves it
to administrators to apply such distribution formelas, sometimes pursuant to leg-
islative guidelines, imposing heavy pressure on administrators to weigh both pro-
gram and policical considerations in their decisions, Second, it places a premi-
um upon the ability of applicants to know what aids are available, to prepare per-
suasive applications, and to cxpend the necessary efforts in following through to
gee Chat grante are fortheoming, By and large, this means that the State and lo-
cal governmente that are well organized and staffed will win the project zrants,
Yet they may have a relatively low Lndex of need for the projects, or have a re-
latively high index of fiscal eapacity with which to meat the need,

On the other hand, of course, it can be contended that placing reliance
on State and local governments to exert themsclves to obtain Federal grant moneys
ig an inevitable part of a system of shared powers, Unlike a wnitary system, the
Federal system wvalues local initiative and discretion and it is only natural that
some localities will fall behind others in their zeal and ability to obtain Fed-
eral gramts. IF uniformity of services is desired, reliance will need to ba
placed on the central government tather than the State and local governments.

Increasing Variely in Matching Ratios

Hand=in-hand with the multiplication of Federal grant programs has been
& widening variation in Federal matching ratios employed. Table 24 shows the
number of grants adopted of revised sach year at variocus matching cetios.

In an effort to determine what, if anv, were the specific reasons for
the congressional decision to use particular matching ratios and apportionment
formulas, the Commission staff examined Senmate and House committee reports on
legislation creating or revisine 180 grants administered by the Department of
Health, Education, and Weltare.® The ressarch wuncowered documented rationale for
matching ratios in 21 instances. The explanations may be sumnmarized as follows:

* Differences in categerization of the grants largely account for the differ-
ences between this number and that shown for HEW in Table A=-22.
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TABLE 24 (CONT'D),--MATCHING RATIOS, EXISTING PROGRAME OF CRANTS-IM-AID TO STATE O LOCAL GOVERNHENTAL UNITS
45 OF CALENDAR YEARS OF ORIGIR

Humher of Frograms
Fadaral i S DETAME 7 LT T
Pnrtl:lu!iaml 1951 1952 1954 1955 1956 1957 L1958 1959 1960 1561 Q1962 1943 1944 1963 1966 1%67-e 1968 Tobal
o 1 1
£5 1
30 L 1 3
31 1 1
3340 1 1
33-aT 2 2 z 2 i1
50 1 3 b 1 2 k| 9 12 10 L 1 TS
S0=6T 1 1
5070 1 1
S0-75 1 1 4
50-80 1 2 3
50=83 1 1 &
S0-00 2 z
50=100 1 1 L 3
&7 1 1 1 2 i & & 17
b7-75 1 1 3
75 1 1 3 L ] i 23
& 3 3 &
e 1 1 1 1 5 7 z 2 20
%1 L 1
100 2 1 b i k] 1 10 1 4 5 L 3 15 &1 19 148
Zpmn loecal 1 1 2 1 i 2 10 27
pATE oFf & } & 1 1 1 2 3 h 18
dlu:l.i.n.l.nmi 1 1 10 12
variable 1 1

Total 2 1 13 1 19 1 il H 3 Cl i? 1] 40 109 53 1 4 wrlf
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Humber of
Education _Grants

Legislative history gave reasonm for the choice

of a particular figure 1
Gave reason for Tequiring no matching 2
Gave Tteason for reguiring some matching but

without specifving a particular amount 11
Ho explanation 33

Total &9

Health
Provisions tied to thoge in an existing program 4

Faderal share raised because eligible recipi=-
ents [iscally unable to participate under

previous ratio 2

No explanation L)

Total 2
Walfare and other

Gave reason 1

Ho explanation a8

Total 39

While lacking & documented explanation of legislative reasone for estab-
lighment of Federal cost-sharing ratios for epecific programs, it is possible to
infer from the evolution of the grant-in-aid system some of the general forces
that were at work.

The early grant programs were designed for equal sharing between the
Fedaral and State governments. Since the 1930's, however, especially since World
War I1, grants cften have built-in equalization-type formulas, with funds appor-
tioned on the basle of program need and financial ability, Matching thus iz in
direct relation to States' and local governments' warying abilities to support
the alded functions. WVariable matching requirements for these programs are often
based on the assumptlionm that for all States combined the Federal contributiom
will approximate one-half of the program cost. In these cases, minimum and maxi-
mum percentages are provided, tvplcally ranging from one-third to two-thirds of
total program cost as the Federal share., The actual Federal share for any ome
State depends on some variant of the ratio of State to United Etates per capita
income, figured usually on the basls of the previocus thraes or five years' aver-
age persondl income.

When Congress decided to incresse the Federal share apnd depart from the
traditiomal 50-30 sharing basis without wvariable matching, it may have Sought to
place & high priority on achlevement of a particular naticmal objective. The
Largest grant program--the interstate highway program enacted in 1958-=was the
first major departure of this kind, Its purpese was to underwrite comstruction
of a pnational defense network of major roads connecting populous urban centers.
More recently, Title T of the Elementary and Secomdary Education Act (1965) pro-—
vides unmatched grants (100 percent Federal) to local school districts for pro=
moting educational servicee for culturally disadvantaged children. Grants for
cconomic development (1965) may cover up to B0 percent of the cost of projects
in areas of serlows unemployment and general economic distress,
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Miferent levels of Fedaral participation alse can reflect different
policy purpoaes of granmte, that iz, whether they are intended Lo stimulate Scate
and local emtry inte or expanslon of certain services; to provide comtinuing sup-
port of a functlion which the Federal Govermment may have helped to bring into be-
ing but which the State and lecal govermmente can now largely finance; or to fi-
nance pllot or demenstration projecta. Continuing support grants are 1ikely to
recelve a lesser lewvel of Federal money than the other twoe cypes.

The Commmity Action Program amnd Demonstration Cities prante are out-
gtanding recent examples of the tendency in the Federal grant system toward en=
couraging inonovatlon and exparimentation in the provision of public services and
facilities. It is not surprieing that such grance, authorized in nany respecta
as "gead monies" to focus attention onm a4 nesded public seywvies, are provided with
4 high Federal ratic of sharing., Other recent examplea are air polluticn servie=
a8 and demonstration {1963)--66-75 percent Federal share:; solid waste disposal
demonstrations (1%65)-=100 percent Federal, and work experience (under 1964 Ecom-
omic Opportunity Act)--no specific non-Federal share,

Two additional reasons aceount for the present wide array of matching
raties., Firet, on the legislative side, prograns have been authoriged by separ-
ate functional committecs of Comgress without overall machinery or policy for a
consistent approach, either amomg committess of within the same committee ower a
pericd of time, Second, there has been a similar lack at the top management
level in the executive h'ram:'h——ﬁ:p:n:iﬁitalljr, in the Bureau of the Eudg&t‘—--:-:E pro=
cedures and guidelines for logically based and interrelated matching ratios in
Administration propesals for legislation,

Thae wide range of matching ratios raises a number of gquestions from che
standpoint of Federal program policy and mansgement and -the impact upon State and
local governments, One question i8 whether the present ratios properly represent
actual differences in national interest in the variows programs. Ia the national
interest in the work experience program, for cxample, really greater than that in
basic grants for vocational rehabilitation to the extent of the 100-75 difference
in their respective Federal percentages of costa?

The need for coordination is especially urgent in programs which are
closely interrelated, as illustrated by the WEW grants., When related programs
are administered by different local agencies and are supported by varyiog amounts
of Federal dollars for cach non-Federal dollar, the problems of working oub af=
fective coordination become even more difficult. For programa not so closely
interrelated, State and local governments and the general public find 1t hazd to
understand widely varying formilas,

Another problem arising from varistions in matching ratics comcerns the
effect on State and local expenditure decieions. State and local governments are
induced to spend more of thelr resources on those programe with higher Federal
matching. They tend to go for the "easy money." Particularly when combined with
the similar effect of apportionment formulas, this can lead to a "skewing" of
State and local budgets--away from an expenditure pattern they would otherwis.e
prefer. Skewing that resuvles from basie priority decisfions that are reflacted
in matching and apportionment formulas can be defondad, but skewing that is
prompted by plecemeal grant endctments without reference to overall program needs
is indefensible.

Finally, wariations in matching raties in afmllar or closaly related
propgrams==at best--raise serious quastions about Federal comsistency and equity
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and, at the worst, offer the temptation to applicants to "play off" one Federal
agency agalnst ancther. A few illustrations:

Library services:

Formula grants are avallable from the Office of Education te
States for public librerv services pursuant to an approved
State plan. Matching from non-Federal sources vi}ita with
average per capita fncoms from 33 to 66 pﬂtcﬁnt.ﬁ

Formula grants are avallable to States from the Office of Edu-
cation for school librarcy resources, textbooks, and other in-
gtructional materials, pursuant to an approved State plam.
Matching from non-Federal rescurces 1s not t¢ﬂuircd.lj

Sewer and water facilities:

Froject grants are available to local public bodies and agen=
cies from HUD to finance projects for basic public water facil-
ities, including works for storage, treatment purification, and
distribution of water, and for basic public sewer facilitics,
Sewer facilities may not include "treatment works" aided by
Interior (below)., Federal share may not excesd 30 percent of
development cost, except in certain circumstances it md¥ E0 up
ta 90 percent for communities wnder 10,000 papulutiﬂnpﬁ

Froject grants are awallable from Inmterior to States and muni-
cipalities for waste treatment works construction, Federal
sharc may not excead 30 poreent, h?t may bo incrcased Lo 50
percent under certain conditions.

Froject grants are avallable from Agriculture for works for
development, storage, treatment, purlfication, or distributiom
of water, or ¢ollection, treatment, or disposal of waste in
rural areas. Federal grant may not exceed 50 percemt of dewvel-
opment cost of project.l@f

Surveys of Histeric Structures:

Project grants are avallable to localities from HUD to make sur=
vays of structures or sites which are of historic or architec=
tural walus. Federal grant may not execeed 66 poercent of coat 1l

Project grants are avallable to States from Interior to prepare
comprehensive statewlde historic surveys for preservation, ac=
quisition, and development of historic properties. Federal grant
may not exceed 50 percent of cost.lZ

There iz also the case of relocation expenses involved in federally aid-
ed projects that displace persons and businesses, Under WUD programs localities
are entitled to Federal reimbursement of 100 percent of such coste up to 525,000
per case, and thereafter according to the cost sharing formula of the basic pro=
gram grant. Under federally alded highway programs, on the other hand, Federal
reimbursement is 90 percent on interstate and 5 percent on primary-secondary

programs, up to 5200 per diasplaced Eﬁmilg and $3,000 per displaced business, and
no Federal sharing above those EI-H:IunI:E.l_.JII
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The Development of Incentive Grants

4 basic feature of categorical grants-in-aid iz that prescribed condi-
ticns must be met if the applicant i8 to get a grant. In recent years a differ-
ent approach has sometimes been wsed to encourage State and local governments to
excesd minimum levels of program performance. The incentive grant rewards the
recipient with more Federal money if it meets a standard or a degree of partieci-
pation considered desivable, although not so urgent as to be required.

The Water Pollutiom Control Act, for example, has offered incentives for
sewage treatment construction works grants since its enactment in 1956,14/ Major
changes were made in 196513 and 196618/ and the act now provides that the Federal
ghare limitation of 30 percent shall be increased to a maximum of 40 percent if
the Scate agreea to pay not less than 30 percent of the cost. TFurther, the Fed-
eral share can be increased to as much as 50 percent 1f the State pays at least
25 percent and if enfloreeable water guality standazds have been established for
both interstate and intrastate waters into which the project discharges. The
basic grant can be incteased by ten percent if the aided project conforms with
an aredwide comprehensive plan.

Another example of an Incentive provisiom 1s found in the 1961 law au=
thorizing grants for open space land preservation.l?/ The then HHFA Administra-
tor was authorized to make grants to States and local public bodies to help them
take prompt actiom to presecve opén-space land essentlal to the proper lonmg-range
development and welfare of the nation's urban areas. The Federal share could not
exceed 20 percent of the total cost of acquisition, but could be increased to 30
percent 1 & recipient public body either exercised open-space preservation re-
sponsibilities for an urban area a8 a4 whole or perticipated in exercising such
responéibilities for all or a substantial part of an urban area. The revislion of
this program im the Housing and Urban Development Act of 1965, however, dropped
this incentive.l2

The Public Works and Economic Development Act authorizes Federal grants
for public works and development facilities to areas which had substantial unes-
ployment during the preceding calemdar year. The amount of Federal grant assis-
tance may be increased by not more than 10 percent of the aggregate cost 1f (1)
the redevelopment area 18 within a designated economic development district and
iz actively participating in the economic development activities of the discrice,
and (2) the project is consistent with an approved district overall economic de-
valopment program. In no case can the Federal share exceed 80 percent.l®

The Federal Afd Highway Act of 196139} provided that States which agreed,
prior to July 1, 1%65, to comtrol advertising alongside highways in the Interstate
System would be given an incentive psyment of one-half of one percent of the cost
of those portions of the Eyetem's projects to which national advertising comtrol
atandards apply. This raised the Federal share to 90.5 percent for the affected
construction.

The 195 Highway Act Amzndmcntsglf allow the half percent incentive to
continue for the 25 States that had taken advantage of Lt by June 30, 1935, For
the othaer 25 Zeates, beginninpg Jamary 1, 1968, 10 percent of the apportionment
which otherwise would be available will be withheld if a State has not made pro-
vislon for effective control of advertising alomgeide interstate and primary sys-
tem highways, The reduction applies not only to grants for the interstate and
primary syetems, but also to those for the secondary syatems amd urban extensions.
Further, beginning Januwary 1, 1988, 10 percent of a State's highway money will be
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withhield if the State has mot provided for effective comtrel of outdoor junkyards
within 1,000 feet of right=of=way and visible from main traveled roadways.

Finallvy, the 1965 Elementary=Secondary Education actfll offered a 8=
cial incentive for 1967 and 1988 to local educational agencies eligible to re=
celve a basic grant for education of children from low=income familles. The
gmount of the incentive depended on the extent of the previous vear's increase
in local public school expenditures from current revenues. The 1966 Amendments
to the Elementary and Secondary Education Act, however, repealed this provision,
The House Committes on Education and Labor explained that "While 4an incentive
grant has thesvetical merit, the one contained in the law has critical and non=
correctable defects,”23/ The Committee Beport stated that the incentive grants
would give windfalls to school districts before the stimuelus of the Federal pro-
gram could be felt; would produce amn erratic effect; and would hawve no relation-
ghip to the basic grants.

Multi-Functional Grant Programs

The typlcal grant-in-aid, as the term "categorical" implies, is directed
at a rather narrow objective. Yet recently, programs have been developed with
broader objectives, ranging across the functiomal lines that traditionally separ=
ate the grant-administering agencies, This represents a "syvstems" approach==
viewing problems in thelr totality rather than attacking their components separ-
ately. Such programs may involve 2 "packaging" of activities affecting a single
geographic area, such as under the Appalachian Regiomal Commission, the Public
Works and Economic Dewvelopment Act, and the Model Cities Act, or activities af-
foacting a particular clientele group, such as the commity action program,

One of the earliest was the area redevelopment program, which provided
Fedoral assistance to areas with substantial and persistent wmemployment over an
extended period, 24/ To qualify for benefits under the act, an applicant was pe-
quired to submit and have approved by the Secretary of Commerce an overall pro=
gram for the economic development of the area. Types of assletance available to
State or local gowvernments for carrying out the overall program included planning
grants; urban renewal grants; public facility grants and loans; Federal partici-
pation with State, local, or semipublic sources in industrial or commercial
loans; eccupational training or retraining programs; and technical sseistance.
The public worke and econcomie development prugram,ﬂif which superseded the area
redevelopment program, provides a generally similar grouping of existing zrants
for application to the development area. In addition, ecomomic development pro=
jects of broader gecgraphic significance may be planned and carried out through
"goonomic development districts"” 2nd “economic development centers.'

Somewhat similar in mature to the economie development program, but
limited to a 12 State area, is the Appalachian Hegional Development Program, 28/
The Federal-5tate Commission in charge of the program serves as a chammel for
intergovernmental cooperation within the region. An application for a grant or
any other assistance for a program or project may be made only by a State, a
political subdivision, or a local development district, and must be approved by
the Commission. Gpecial authorizations are made for grants or assistance under
exlsting grant programs, such as highway developsent, demonstration health facil-
ities and sewage treatment works. In addition the Secretary of Commerce is
authorized to use part of the appropriaticns for the Appalachian regional devel-
opment program o supplement Federsl grants-in-aid under other provisions of law.
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The purpose is to enable the people, local comunities, local development dis-
tricts and States to take maximum advantage of Federal grant programs For which
they are eligible but lack the required matching share.

The community asction program authorized by the 1964 Economdlc Opportunity
Act2?/ provides the framework [or tying together commmitywide efforts in & multi=
Eront attack on poverty. 1t assigns to lecal community action agencies the pri-
mary responsibility for determining the prioritfes and channeling of grants and
other antipoverty aids from variows Federal agencies. "Conduct and administra=
tion grants" are to be wsed particularly for financing new and experimental pro-
grims, and these may fall within cthe scope of any Federal agency, whether it is
Labor, Agriculture, or Health, Eduecation, and Welfare.

The Demonstration Cities and Metropelitan Development Act of 196628/
penerally focuses on the poor aad wnderprivileged as does the community action
program bubt particularly those living in &lum and blighted neighborhoods in
cities of all sizes. It ie designed to demonstrate how the living envirtomment
and the general welfare of people liviang in such neighborhoods can be substan—
tially inproved, It provides financial and technical assistance to epable clties
to plan, develop and carry out comprebensive local programs containing new and
1jﬂglnative prnpnnala L dEuﬁlnp "model" neighborhoods, The PrOETA®m sgeks to
channel into the demonstration aress thosse projects or activities financed under
exleting grants which cloaely relate to the physical, economic, or sccial needs
of the model nelghborhood. A speclal feature is the provision for additional
grante to supplement the agsistance available under the existing grant prograss,
up te a8 total Federal comtribution of 80 percent.

Two grants=in=ald that cut acroas traditional program lines deal with
tha voung and the aging. The Juvenile Delingquency and Youth Offenses Conteol
ActZY authorizes grants to help develop techniques for the prevention and eom-
trol of juvenile delinguency and vouth offenses, and to encourage coordination
of such efforts among wvarious govermmental and nongovernmental agencies. Grante
are allowed for demonstration and evaluation projects in program areas.

The Older Americans Act of 196530/ authorizes gramts to carry out State
plans for coemunity planning and coovdination of programs for the aged, new dem-
onstration programs or activities beneficial to older people, training special
personnel amd establishment of new or expansion of exdsting programs. Grants may
ke made for research and development projects for such purposes as studies of
living patterns and conditions of older persoms, and developing or demonstrating
mathods which may comtribute to a more meaningful patterm of liwving for older
persons. Thay may also be made for specialized pre-entry and in-service training.

Finally, the Secretary of HEW may provide appropriste comsultative services and
technical assistance to public or nenprofit private agencies, organizationa and
ilnstitutions.

Diversification of Eligible Grani Recipients
Federal grants started out exclusively as payments te States, sometimes

with redistribution to local wnits, Grants now increasingly go directly to local
governments and to private fndividuals amd institutions,

Bypassing the States: "direct federalism."--Beginning with the low-rent
public housing program in 1937, there has been & growing tendency to make grants
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direcely to local units, either removing the States entirely as recipients or
giving localities equal status with the States as eligible reciplenta, This
trend, sometimes termed "direct federalism,”2L/ has several distinguishing char-
acteristice. First, to some extent it is & response to the problems of big cit-
ies thought to be neglected by States, and as such reflects the independent pol-
{tical role of large urban centers. Second, however, direct Federal-local grants
have never been limited te the big elities; such grants as public housing, urban
renewal, education and alrporta hawe substancially aided small localities and
suburbs as well, Thirvd, divect federalism 13 a way of plonpointing target areas.
It i3 a reaction to the more conventional svstem of distributing Federal funds
through State governments and reflects growing impatience with State and local
boundaries. Finally, in most of these programs, natiomal comtrol of local par=
formance ig relarively cloge,32/

The Buresu of the Census reports show that from 1944 to 1965 direct
Federal grants to local govermment rose from 553 million to 51,155 million.

Table 25 lists &8 grants under which funds may be paid directly to local
units of govermment., It identifies 12 programs (marked with asterisk) in which
lecal govermnments are the sole recipients. Tt distinguishes between programs in
which the State has no role in the grant procoss {col, T==38 programs) and thosc
in which the States have some Tole {(cols. TII-VI-=30 programs).

The table lists only grants in support of planning, operating, or con=
struction activities. There 1s an additional large number of grants for train-
ing, research and demonstration purposes that may be made to local governmenta
with no State channeling rele.

Large=scale bypassing clearly is a fairly recent development: of the

38 programs In which the States hawve ao role, 23 were enacted after 1960, Close-
1y related to this growth in the number of direct Federal-local programs is the
use of special purpose units of local govermment as eligible recipients. A 1064
Advisory Commiagion report on Federal wrban development programs found that spe-
cial districts were induced and sometimes even requlired by about a quarter of all
such programs.33/ These wnits ipeluded publie housing and urban renewal authori-
tiea, State and lecal planning agencies, local area redevelopment organizatioms
and industrial development auvthoritiss,

Private individuals and institutionsa: "private federalism."--While
grants to local governments bypass States and grants to speclal purpose districts
and authoritices bypase general purpose units of local govermment, a third cate-
gery of grante bypasses both State and lecal governments, These are grants to
individuals or specialized publiec agencies such as universities and official
public groups. Such granta-=which hawve been described as & manifestation of
"private federalism''--are of the project type and are for the attainment of a
gpecific purpogse, They are glven to individuals,; womprotit groups andinstitu-
tiong becawse they have Epetiai capabilities.

Clogsely allied to thage grants are payments to nongovernsental and, in
some instances, private profit-making firms to implement public programs, i.s,,

the Job Corps centers under the Economic Opportunity Act and specialized training
oF regsegrch casks in the law enforcoment PCOETAm,

Unlike the standard formula=type grants which have been the chief device
for distributing Federal funds among the States, grants toe individuals are not
subject to an apportionment formula. They are not counted in the Federal grant

totals reported By the Secretary of the Treasury as payments to State and local

1G53



TABLE 25.--FEDERAL GRAKTS=EN=ATD T0 LOCAL GOVEENMEWTS BOR
PFLANKEING, OPERATING AND CONSTROCTION PURPOSES, 1966

Tear Kature of the State H.-:l'lii Il Any, Sdmin-
Fa kb in Crant Froces istering
Fropram lished o Il IIT 0w X ¥ Agency
1. Forecat Service Cogpearstive
Srate and Priwate FPrograms 1911 = Agrisul=
ture

2. American Indian Educalion

Financial Assivtance L33k x Intecior
3, American Imdians--Finan-

clal Ajsistanca o

School DMacricts 1934 * TnEeeiop
4, Hatermsal and Infant Care

Projects 1935 ¥ HEW
%, Flogd Contrel 1936 = De finda
6. Low-Hent Public Hogs ing' 1937 X HOx
7. venercal Diseass Control 1938 ¥ HEW
B, Drainage IogEovenent 1064 # Defanae
9, Tuberculosaiz Central 1945 b HEW

10, Hospltal and Medical Fasili-
pies Comstructdieon (Hill=

Burtom) LG K HER
11. &igport I:I|:l.|'q:'l4:||:lll:|-=|:||I:g"l L% £ Z T
1%, MMaascer Belicf L9 7 ® OEP
13, Urban Renewal® 1359 x Hm
15, Civil Defense 1950 x De fends
15. HNatural Disasters 1250 x Defense
1. Bchpoal Haimtopames in

Ilmpacted Areas® 1454 % HEW
17. Egheal Construction in

Impacted Avcas® 1954 x HET
18. Urban Planming Assistance 14954 ] i HID

1%, ERecreation Facilities of

Federal Hatcer Resparced

Projects 195= H Dalfonse
20. Water Pollution Cootrol--

Waste Treatment Works

Cematructlon 19%h 4 H Imterior

21, Hulti-Purpoze Watershed

Peojects 156 = fpricul=
ture
22, Waper (uality Contiol LS w [ fenss
23, Feach Exosion Centrol 1356 x D=fenas
1&, Water Supply Storage in
Rosorerirs 1958 = D fenae
75, Commmnity Eepewal® 1959 = HLTr
26. Buaral Water and Wasatae
Disposal SysCensd 14961 ® aAgricul-
ture
27. DOpen=Space Lard Preservacion 1961 ® HI

28. Communolty Healch Services
for Chrooically T11 ard

Aged 196l ® HEW
29, Edusational Televiwion 19462 X L!Ei
30, Tmsmnizatlon 1562 ¥ HEW
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TABLE 25 {OONT"D).=-=FEDERAL GRANTS=-TH-ALD TO LOCAL GOVERNHMENTS FOR
PLARKING, OPERATING AND ONMETREUCTION FURPOSES, 1966

Fadr Wature of the Stace Role, If &nw, Admin=
Eagals= in_ Grank Pruneusi istering
Progran Mehed L I X I¥ U VL _ageney
11, Migrant HAealth 1ap2 ' 4 HEW
3%, Caban Refuges Asaistance 1962 b HEM
13. Air Pollution 1963 H HEW
34, Commmity Mental Healkh
Center: Construckion 1963 ® HEW
1%, TFaym Labar HousEng 146& x agricul-
cure
34, Urban Mass Transporcatiom 1o6s& x 4 HUTs
17, Assistemes Tor Miprant and
Feasonal Farm Workers 1964 £ DED
38, Commmity Action Program lagd ® e
39, Helghborhood Youth Copps 1964 ® Taber
0. Equal Employment Opporbumity 1964 K EE{G
41, Aveawide Healch Faclilicies
Flanning Grants 1964 w HER
42, Swopplementary Educacicmal
Cantera and Hapyicast® 19a5 X HEW
43, Tdaaster Asesistance for
Puklic Schoole 1065 b HEW
L4, Afd for Educationally
Doprived Childien® 1965 ® HEW
45, Community Mental Health
Centers: Iniltlal Cost af
Profassional and Techoical
Peraormel 1963 * HEW
45, Medical Libpapies Conscrpes
Liom 1965 E HEW
w7, Salid Waste Disposal 1465 ® HEW
4., “Vorational Rehablilieation:
Facilities and Workshops 1965 3 % HEW
49, 0ldar Apericans: Beosoarch,
Diemonstracion and Training 1465 x HEW
50, Hezalth of School acd Pre-
Scheal Children 196% X TEW
51, Advance Acquisition of
Lard* 149&5 ® HIFT:
al, Code Enforeement? 14965 x Hii Dy
53, Demolition of Unaound
SEructuresy 1965 b HIID
5%, Helghborhood Facllities® 1965 b3 HIIT
5%. Urban Beautilficacios 14965 Y WG
56. MWater and Sewcr 1965 = HIT
57. Appalachian Regional De-
welopmant Program: Minlng
Arca Restoration 1965 ® x Interior
58. ABD Propram: Sowage
Traatment Works 1965 x ¥ Incar oy
3%, Law Enforcement Assistance 1965 = Justica
G, Development Highweays ansd
Aecwan Boads for Appala=
chian Begion 1965 X = DOT

167



TAELE 25 {COHOL'D),--FEDERAL GRANTS-TN-AID T LOCAL cOWERMMENTS FOR
FLANRING, OPERATIRG ARD CONSTRUCTION FURPLCSES, 1964

Yiar Hature of the State Fluleill.If Ay, Admimn-
E&tah= in Grant Progesp= istering
Frogram lighed 1 11 I I¥ ¥ NI _Agsmey

Bl, Grants and Loans for Pubklic

Works and Develapment

Facilicies 1965 4 Cammeron
B2, Administration ol Econcmic

Devplopment Prograns in

Appalachia 196% ® i Cemmpeet on
63, Supplementil CGramtd=im=

fid for Appalachia 1965 x CoErant ca
B4, Obnoxiows Agquatic Flasgs 1365 % I fense
85, Historic Preserwvation 1966 : HULD
gh, Modol Clcoiam® 19h& ] HUID

67, Swpplementacy Granmes for
Flanned Metropalitan

Devalopaent L3 X HUD
68, Cloan Rivers Plasning Lhé ] Incarior
1/ Eay:

I - Mo State role in grant procafs.

I1 =
III =
i¥Y =
Vom
I =

A sbout

Applicatfons made through State agencies.

.ﬁ.‘ppllt—ﬁl:i-:!u.ﬂ Aubiect Ba review ol rescrmendations by u.p-q:lrﬂFTul:l Ecata Badios,

Flan subject to approval by State bodies.

Flan aubjecc ta formal approval or vajectlon by FowceEscd,

Other (for e#xample, diect Fedaral ald o locality :Pﬁl:'ﬂi'i-lﬂli by BCage agency, Fedaral
formula grants distributed by State agency among local -!;pp]I':i-n.l-ﬂ.

co=half of Cha Stagas reguire chanmaling of grancs chrowgh State aviacion agency.

*Local goveroments are sale reciplents.

Spurce:

U.%, Congress, Senate, Committes on Goveromont Operaticns, Catales of Fgderal adds eo
Scatd #54_1 ;lm.-n.;l, CovaPnmes L3 and supplesents (Washington: Govermment Printing Office,
1964, 165, '66); ACIK, Impact of Federal Ugban Develepment Programs on Local Govern-
ment Oeganieation and Planndng (Washington, 1964); Depactmont of HEW, Gronts=fn=Ajd

and Qthep Fisancizl Assistance Programs {Washington, 1%66); Information Center, 0EO,
Catalog of Fedoral Asajstapce Proggama (Waghington, 1967).
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units (Table 22%, but are designated as "Federal Aid Payments to Individuale and
Private Institutions Within the Scates."

The great bulk of the payments falling under the heading of "private
federalism” are made through the Department of Health, Education, and Welfare.
Table 26 gives a general idea of the significance of these grants by showing for
2RZ% HEW programs, tabulated sa of Janwary 1967, the number, by formula or pro-
ject, that were available ko various combinations of eligible recipients, Of the
total, only TO==about 75 perceat of all the HEW formula grants and 10 percent of
the project grants-=-were limited to S5tate or local governments,

It sepms clear that the broadening of eligible governmental grant reci-
pients has weaskened the role of the States in the Federal grant system. Similar-
ly, the inclusion of special purpose units of government as eligible reciplents
has Eended to diminish the authority of units of general lecal government, as has
the use of private and public nomprofit groups to carry on functione traditiomal-
ly held to be those of local govermment, as in the community action propgram,
Finally, making grants directly to private individusls and institubtiona, largely
for research, development and training activities, eannot but help reduce the ra-
lacive importance of both Scate and local government fin federally funded activity.

The reasong for these developments are generally known. The fallure of
the States to respond to the nesds of thefr wrban aress led to the heavy Federal
involvesant in direct grants to local pgovernments. HMalappertiomed legislaturea
and constitutional restrictions on State fiscal authority were doubtless underly-
ing cauges. As the Advisery Comzission pointed out in its 1964 report on The Is= I:r
pact of Federal Urban Development Programs on Local Government ﬂrggﬂizanlan
Planning, Federal Government gramte to apecial purpose districte evolved in many
caged from 4 desire bto assure professional perforsonce of the function being as-
gigted at a time when general=purpode units of local government ofeen were unable
to do the job because of staffing difficulties, local political preblems and
State-imposed limicatioma, In another report the Advisory Commission found a
somewhat simdlar explanation for the Federal Govermment®s action in making pri-
vate nonprofit organizations eligible for commmnity action funds. 3%/ Limirations
on the powers and structures of existing general purpose units of local govern-
ment eogether with the reluctance of lecal political leaders to take on the pov=
erty problem, [requently tinged with civil rights overtones, impalled Congress to
leave open the option of relisnce on & nongovernmental, communitywide coordinak-
ing agency. Finally, the reliance on "private federalism" occcurs in projeet type
grant progra=ss directed toward specific research, development and training objec=
tives for which Individuals and {natitucions are qualified and in which thers ap=
pears bo be ne obvious Scate or local govermmental role. "Private federaliam” ne
doubt also reflects an increagingly clese relationship between the academic com=
sunlty and the Federal Government, and & conacious policy of isnvelving the privace
sector in “"creative federalism.™

Grants o Urban Areas

One of the most satriking recent trends in Federal grants has been the in-

creaged [low of grant money to metropolitan areas. It is reinforced by the fact
that major increases in Federal grants have ceccurred in housing and commnitcy

#  Imclusiom of grants for which State and logal govermments are not eligible
largely accounts Lfor the differesnce between this figure and those showm Lor HEW
earlier in this reportc.
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TABLE 26.=--DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE GRAMNTS,

BY TYPE OF GRANT AND ELIGIBLE RECIPIEMTS, JANUOARY 1967

Eligiblz Regipients

States only

Oniversicies®* only

Other {private nonprofit)
Local governments only
States, universities

States, local governments
States, other

Universities, other

Local governmenls , gther
Stactes, universities, other

States, local governments, other

Universities, local govermments,
other

Statea, universities, local
EWIE'TfLmEﬂtE

States, uwiiversities, local
governments, other

F'niversities" used as shorthand for institutions of higher educatiom.

Type of Grank

Formula

I-'MI‘\IIF'E

Pl bt Pt o 2

|-

Both
Formala

and
Frojeckt Project Total
11 - - 549
as - ]
58 - 50
% - G
- 3 &
4 - 5
7 1 12
56 1 5%
13 = 1
2 7
11 - 11
f - 7
3 = 3
17 1 1%
205 4 282

Source: Department of Healch, Education, and Welfare, Januwary, 1967
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development, education and programs to assist the disadvantaged, all of which
have their greatest impact in such dreas.

Figure 17 shows the estimated amount of Federal aid payments in metro-
politan areas (Standard Metropolitan Statistical Areas) by major functiom, for
the years 1961, 1966 and 1968. More than $10 billion of the grant total of $17.4
billionm will be spent in SMSA*s in 1968 "to Fill the growing gap between their
needs and resources." This represents an increase of almost $6.5 billion or 165
percent over the comparable 1961 figure, and an increase of about three billion

dollars sinee FY 1966.%
Administrative and Fiscal Requirements
Inflexibiliey of Federal administrative amd fiscal requiresents is ome

of the most commen eriticisms of the expanding grant-in-aid system, particularly
by State and local officials.

From State and local gff;;ﬂ]:ﬁ-‘l--a State attorney generali--

We have on many occasions seen complaints from members of State
and local governments in administration of the programs. A con-
sulting economist in {our State) states: "As a one-time admin-
istrator of the public assistance programs in (this State) under
the Social Security Act, I can testify to the rigidity of Fed-

eral sdministrative authority which hampered both needed and de-
girable flexibility."

& State budget officer:

Federal requirements for specific forms of organization of State
and local governments to comply with Federal granece regulations
has seriously hampered the flexibility of Scate and lecal organ-
izgation sSELrTuctute.

A county official;

The 701 planning program has in many instances harmed the plan-

ning of a city. Congulting planners spend Loo much time wading
through red tape.

Frem Federal officialsdb/--Secretary Weaver of HUD:

Certain Federal laws require the establishment of single State
agencles or counterpart local institutioms, thus often reducing
the ability of State and local governmente to organize in the
way they may deem best.™™

An Executive Braneh survey team reported last year that a major com-
plaint about Federal administrative regulatione is their ripgidity. An extrese

*  For further decail, see Table A-23.

*% In contrast to Secretary Weaver's comment are the views of middle management
officfale of Federal departments and agencies; "While the rﬂ[ngla qsgn¢y' Ccon=
capt may produce significant reorganizational problems at the State level, little
swareness of this difficulty was indicated by these Federal administrators.”37/f
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but minor example of this occurred in one city which was asked to preparc a map
showing all mmicipal "public improvements" and the program's administrative man=-
ual defined "publie improvements" to include street lighte énd fire pluga. Con-
siderable time was epent in reaching agrecment that Chis requirement wasg unresg=
onable since it would be imposslble to show all of these facilities on & map.

Some Washington-established standards and guidelines, including some in
gskatites, are unrealistic for implementing programs, especlally in small towms
and rural areas. Witness the Z3outh Carolina cage study: population standards
for Community Health Centers-=75,000 to 200,000--miss the State's cities on both
ends of the scale; the "workable program” concept is too rigid in its applica-
tion to small commnities; the "measure" of poverty, $3,000, has been criticized
as not well suited ko South Carelina where the costs of living in small tosms and
rural areas are wvery low and where even some State emplovees are paid at no more
than that rate; the 50 percent limitatlon on use of 701 funds for mapping pur-
poses is delaying comprehensive planning in the city of Columbia; some personnel
standards cannot be met in today's labor market at salaries State agencies can
pay; and standarde [or admission of trainees to summer institutes shut out the
less qualified teachers who most need craining.

The "single State agency” requirement is one of the most frequently
criticized adminiscrative standards. It reguires either that a "single State
agency” must be named to administer or supervize & grant-in-aid program or that
4 State agency be named as the "sole agency" for this purpose.

In the 1950"s the (Eestnbaum) Commission on Intergovermmental Relations
and the Council of State Govermnments concluded that this requivement initially
haed helped bring about greater integracion of State administration on an agency
or functional bafieg in Such program aress as in the Federal Highwaw Act of 1914
and the Social Security Aet of 1935, At the same time, the Council of State
Governments found that the single agency rule in recent yedare has become the most
important Federal deterrent to integrating related major functioms in State admidn-
istrative organization in Some seven major zrant-in-aid areas, 38/

With the aceelerated pace of change in govermmental programs, State gov-
ermments need more elbow room to adapt their administrative structurss to new
circumstances. A further premium is placed on flexibility by the increasing
practice of "packaging” governmental programs on an interfuncticnal or interdis-
ciplinary basis, as in the manpower £ield, Yet, as of 1963, grant legislation
for at least one=-thivd of the prograss contained this single State agency re-
quirengﬂt,égf and at leastc three States=-Oregon, Wisconsin and Hawaii--had reor-
ganizational efforte thwarted by Lt.

In a 1964 report op controls associated with Federal grants for public
agsistance, the Advisory Comsission recommended giving the Seeretary of HEW dis-

cration to waive the single Scabe sgency requirement for the public assistance
citles when he Is certain that the abjectives of the program will not be endan-

gered 80/ Tirle TI of the proposed Intergovernmental Cooperation Act of 1967
would make such & waiver available to all depactments and agencies and prnﬂram:.'hl-lr

Figeal reporting and accounting requirements have alse contributed to
tengion in the administration of grant programs, Im 4 1963 survey of State and
lecal officials by the Senate Subcommittes on Intergovernmental Relations, re-
spondents were asked:5%2! "Have variatifons among Federal agency requirements and
differences botween Federal and State requirements for the accounting of grane
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funda and the reporting of expenditures therefor caused difficuleiss in adminis=
tering grants-in-aid?" Half the replies were "Yes." Three=quarters of the offi-
cials indicated an affirmative response to the guestiom: "Should Congress com=
gider legielation designed to enable uniform accounting and audit programs co be
pregeribed for grants?"4d

The Subcommittes survey also asked: "Have wvaristions in the frequency,
intensity and methodology of audits among Federal agency requirements and differ=
ences between Federal and State reQuirements caused difficulties in adminlstering
grants-in-aid?"4%/ About 40 percent saild "Yes." Finally, the officials were
queried: "Should Congress consider legislation dispensing with the poat-audie of
grants by individual Federal agencies and the acceptance im lieu thereaf of the
audit report by the $tate avditing avthority, provided (1)} the State post=audit
meets the Comptroller General's scandards of adequacy and Iintegrity and (2) the
Comptroller Ceneral exercises the right of spot avdits?"45/ Six out of seven
respondents endersed this proposal.

In its subsedquent survey of Federal grant-administering officials 48/
the Subcommittes asked Federal administrators a similar battery of questions con=
cerning the need for greater uniformity In accounting and swditing procedures,
and then asked the General Accounting 0ffice (GAD) to comment on the responses.
King cut of ten respondents felt that wariations in awdit requirements do not
capse difficulties in State and local administration of thelr particular programs,
Six out of ten thought all Federal aid programs should not be subjected to uni-
form accounting and avdit procedures. A comparable proportlon also opposed dis-
pensing with departmental post-=audits where a State's post-audit syatem meets the
Comptroller General's standards and the Comprroller Gensral exerciece che right
of epot awdits,

The GAD felt the last guestion raises certain problems, since it
assumes that the Comptroller Genmeral has prescribed auditing standards fou
Euida,m:r_' of State audit agencies, when such ig not rhe case. Dispensing with
Fedetal agency audits and relissce on GAD spot audits "would be an interference
with, and dilution of, the prisary respomsibility of the Federal agencies to
mangge their programs," according to GAD and "would tend to impair the sbjec-
tivity of our EFEL;-: ag an independent reviewer of Federal agency management
per Eormance "3

In commenting on the GAD's observations, the Subcommitbes repark
statnd:ﬂ’r

The GAD analysis assumed that the Comptroller should net
prescribe general standards for the guidance of State
audit agenciea. This f8 pood basie doctrine in the field
of Federal-State relations. But the Subcommittes's view
is that the gquestion is different whem it invelwves stan-
dards for the guidance of 3tate agencies which auwdit the
application of Federal funda. The guestlon is alse dif-
farent whoen State and local officifals indicate that this
procedure would simplify the financial adminigtration of
such funds. These were the bases for asking this question.

GCeneral improvement in the consistency and flexibility of adminisera-
Eive rﬂquirnmnntu in grane programs is a major r:nhj-&u:r_i".re af a new procedure
initiated by President Johnson on Movesmber 1L, 1966, In a special memerandum,
the President requested the Mrector of the Bureau of the Budget and the heads
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TABLE 27.--NIMBER OF FEDERAL GRANT-IN-AID PROGRAMS WITH PLANNING
REQUIREMERT FOR STATE AND LOCAL GOVERMMENT RECIFIERTS, BY YEAR
OF ESTABLISHMENT AND TYPE OF PLANNING REQUIREMENRT

Year Planning Flanning Requirement
Hegquirement State Project
LS/ e
Established Flan Elan Other™ foral
14917 1 1
1%20 I 1
1933 X 2
1935 3 i
1936 3 X
1946 1 ! 1
1949 1: 1
1950 2 2
1951 Ejf 2
14956 2= L 3
14958 2 i 2
1361 3 1""'III 1 5
1962 4 4
1963 5 5
1964 5 2 2 G
5/

1965 1= 8/ ] 28
1966 ] L 1 10
Total Bl 3 13 B2
Summary

1917-19a0 ig 2 0 21
1961-1956 52 [ 13 61
Total Bl ] 13 g2

1/ Includes [a) ten programs that require project conformity
i with comprehensive aveawide plan and functional areawide
plan: open space land preservation (1961}, mass trans-
portation = téechnical Studies, mags franaporcation - capli-
tal improvement {1964}, higlhwayva, solid waste disposal,
basic water and sewer facilities, rural water and waste
disposal facilities, advance sequisition of lapd, neigh-
barhood facilities (1985), and planned metropolitan dewvel-
opment (196633 (b} two programs that require project con-
formity with comprehensive aveawide plam: wrban beauti-
fication and open-space land in built=up areas {1965};

and (¢) one that requires both State and project planning:
Appalachian Regional Commission (1965).
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TABLE 27 {COMCL'D).--MUMEEE OF FEDERAL OJRANT-TH-AID PROCRAMS WITH
PLANNING REQUIREMENT FOR STATE AND LOCAL GOVERNMENT RECIPIENTS,
BY YEAR OF ESTABLISHMENT AND TYFE OF PLANNING REQUIREMENT

Footnetes (Cant"d}

2/ Urban renewal projects also must conform with comprehensive
arcawide plans.

3/ Includea waste treatment works program which alse requires
projects to conform with comprehensive areswlide plans.

4/ Economic development projects also must conform with com-
prehensive areawide plans.

E.I" Includes Water RBesources Council which alse requires projects
to conform with comprehensive arcswide plane.

6/ Model cities projects 4ldo must conform to comprohensive
areawide plans and functiopal areawide plans.

Source: U5, Congresa, Senste, Committes on Government Operas-
tione, Subcommittes on Intergovernmental Relations,
Hearings, Creative Federalism, Part 1, 8%th Cong., 2d
SeEmy PPy Sdr=-hs
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of major departments and agencies engaged in programs affecting State and local
governments "to take steps to afford representatives of the chief exeeutives of
State and local govermment the opportunity to advise snd consult in the develop-
ment and =xc¢ul£$? of programe which directly affect the conduct of State and
local affairs."=-=' The Bureau of the Pudget in cooperation with departments and
agenciles, national associations of State and local officials, and the Advisory
Commission forsulated a procedure whereby proposed administrative directives and
ravisions would be submitted for review and comment by State and local officials’
Froups he&are final promulgation, with the Advisory Commissionm sefving as Becta-

tariat.jg

Another step toward minimizing the effect of rigid grant requirements
is the elforc to achieve simplification of grant applications and joint funding.
In discussing the problems of the complex categorical grant system in his 1967
mesgage on the "Juality of American Government," Fresident Johnson declared: 2L

[Wal] should makes it possible, throuwgh gensral lepgislacion,
for federal agemcics to combine celated grante inte a single
financial packaxe thus simplifying the {inancial and adminis-
trative procedures--without disturbing, however, the separate
authorizations, appropriations, and substantive requirements
for each pgrant-in-aid program.

The Eureau of the Budget submitted a proposed "Joint Simplificatieon Act
of 1967" to Congress in August 1987, which was introdueced as H.E. L2631,

A& noted earlier, an incteasingly common characteristic of new Federal
cfforts to belp State and lecal governments iz the use of a “"pachkage" approach,
that proups gtrant Eunde from various programs and departments, as illustrated
by the community action program and the Model Cities Act. The different require-
ments and standards of the individual programs vaise obstacles to such packaging.
The proposed legislavion seeke to remove or simplify these administrative and
technical impediments to consideration, procesgsing, approval and administration
of "package" projects.

Planning Requirements

The number and wariety of requirements for planning as a coendition of
grants=In=ald hawe expanded markedly in recent vears. Tabla 27, based on a
Budget Bureau tabulation in November 1966, shows the growth in the number of
types of such requirements.

Qf B2 grant-in=-ald programs, the planning requirements for just 21 were
anacted by 1960. Hinetesan of the 21 callad for Srate plans, wsually in the
health, education and welfare fleld, such as for wocatlonal education, categori=
cal public assistance, and hospital and medical facilities construction.

Among the &l planning requirements enacted after 1960, 43% call for
State plane, largely program plang in the field of educational services, includ-.
ing programs for the aged, educatiom of disadvantaged children, State departments
of education, supplementary aducational centers and services, work=study for wo=
cational atudents, school libtary resources, and vocational rehabilitation=-=-all

*  Including Appalachian Regional Commission which requires project plan as well
and is inmcluded in the "other"” columm of Table 27.
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enacted fn 1965; and library services to the physically handicapped, State im-
gtitutional library services, interlibrary cooperation, comprebensive State
health planning, and comprehensive public health services, enacted in 1966.

Of the remaining 18 programs with planning requirements enacted after
1960, six call for project plems: public works and development facilities (EDA)Y,
supplementary sducation centers and services, model clties, commercial fisherias
o wildlife service, ssall irrigation projects, and comunity action prGETAES.
Cne--the Appalachian Regional Commission--requires both State plans and project
plans. The remaining 11 do not require a State or project plan, but stipulate
that the aided project be din q'.f.'ln'En:lm;[.I::'r Wwith an ateawide comprehensive plan
(urban beautification, and provision of open-space land in built-up arcas) or
with both an areawide comprehensive plan and an areawide functionmal plam (opam=-
Space land preservation,; mass transportation--technical studies, mass transpor-
tation--capital improvements, solid waste disposal, basic water and sewer ser-
vices, rural warer and waste dieposal facilities, advance acguisition of land,
aneighboriood facllities, and plaaned metropolitan development).®

This recent trend toward requicing conformity with a comprehensive
'plq.n pargllels, of courge, the groweh in grants for 'ph'_-,luiq_ql development programs
particularly in urban areas. Thus, of the 1B programs enacted in the past six
years which have non-State planming requirements, all but three {supplementary
education centers amd services, commercilal fisheries and wildlife, and community
action programs) involwe physical development to & major degree. These 15 warcy,
howaver, with respect to whether they vequire conmformity to a funceional area-
wida plan or comprehemsive areawlde plan, or both, as well as to the type of con-
formity to a comprehensive arcawide plan required. Table 28 ghows these wvaria-
tions for all grant-in-alid programs with such a requirement, inmcludimg the bwo
adopted prior to 1941,

In a 1964 :tudy,igf the Advisory Commission analyzed in depth the wari=-
ations in planping requirements attached to 43 Federal aid pru%ranﬁ affecting
urban development in effect En 1962.%% The study concluded:23

Although planning requirements are almoest umiversally im-
pofed in one form or another by the programs surveyed, the
largest number of programs that do so sctively promote
functiomal planning only, and do not relate the aided
function with other functions designed to achiewe ocrderly
development of the entire area.

The Mrector of the Bureau of the Budget recently noted that one nfdépe
major administrative and intergovermmental problems arises from the fact thatd

+ =« « eertain planming requlrements necessarily demanded
as a condition of grants may be overlapping.

# Highways and model cities, listed among programs requiring project plans,
alse require conformity with arcawide comprehengive and functional plamns.

#% Unlike the programs imcluded in Table 28, the 43 included 14 loan, revemues=
sharing or lease programs, as well as a number of grant programs that had no
planning requirement whatsoever.
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BLT

Program

Urban renewal

Waste crestment works

Open=space land
preservation

Publie works and
economic development

Highways

Hass cranspertation=--
technlcal studies
Mass transportation=-

capltal ilmprovement
Rural water and waste

dispoaal facilities
Solid waste dispoaal
Bagie water and sewer

facilicdes

Addvance acquisition
of land
Urban beautification
Open-gpace land in
built-up areas
Helghborhood facilities
Model clities

Planned metropolitan
development

TABLE 28,--FEOERAL URBAN DEVELOFPMENT GRANTS PROGRAMS,
VARIATIONS IN AREAWIDE PLAMNING REQUIREMENTS

Year

Established

1949
19586

1961
1961
1962
1964
1964

1945
1965

1965
1965
1965
1965

1565
1966

1964

Conformity Required With=-

Functional
Arpawide

Plan

k4

Source! Creative Federalism, op. cit., pp. 435-445.

Comprehensive Areswide Flan

Comprehensive
Areawide
Planning

Eeguircment

k1
x

Mgt
Conformlty Contribute
Where Plan Lo Execution
Exists cf Flan
X
%
®
x
x
%
®
®
X
X
x x



This duplication can defeat the very purpose for which
planning is sought. Such requirements may themselves ba=
come a Significant generator of confusiom and have an ad-
verse effect on program policy and ewecutidn, In additiom,
confusion may result unless specific functional plamming is
related to certain general plans in any given area. In some
areas we may be overplanning, while serious planming gaps
axlat elsewhere.

This 1s not to say, however, that planning requirements
are unwartanted--they are essential for program succesa.
But they moed to be racfonalized,

A greater degree of ratlomalizatiom in metropolitan areas canm be ex-
pected under Scntinﬂ 204 of the Demonstration Cities and Metropolitan Develop=
ment Act of 1966,22' This provision requires that local applications for speci-
[fied urban developsent projects from such areas be submitted for review and
comsent ko tha areawide planning agency before being acted on by the Federal
grant agency., The comments shall include "informarion concerning the extent to
which the project is consistent with comprehensive planning developed or in the
process of developzent for the metropolitan area. .« « «" Eleven of the 16 pro=
grams in Table 28 are among those directly affected by this requirement. The
provigion went into effect on July 1, L1967,

Anether problem arlsing from the multiplication ef planning require-
ments occurs 1ln Federal grant programs for development of less urbanized arveas
involving one or more ¢ounties., The Economic Development Administracion, Appa-
lachian Reglomal Commission, and Community Action Program all hawe planning re-
quirements likaly to apply to the same geographic avea. The Farmers Home
Adminlstration adminlsters grants for rural water and waste disposal facilities
prejects which must conmform to areawide comprehensiwve functional plans,. The
States also, wnder the spur of increasing lntervest iln State economic and resources
davelopment , have established their own regional or areawlde programs. The coming
together of all these programs with their different planning requirements and dif-
ferent geographic bases for administratiom has been a source of frritation to
States and local communities.

Taking into account these criticisms and a receommendation of the Ad-
visory Commission contained in its 1966 report on Intergoveromental Belations
in the FPovercy Program, Fresident Jobhnson in September 1966 reguested the heads
of departments and agencics administering development plannlng grants to work
with the DMreceor of the Bureau of the Budget "to insure the Fullest cootdinatiom
in fiwing che boundaries of multi-jurisdictional planning wunits assisted by che
FPederal Guue:nment.“ééﬁ Subseguently, the Bureau of the Budget fisguved a cireu-
lar instructing the agencies bo set up a checkpolnt procedure whereby, o the
extent Eeasible, they will tey to use comnon planning boundaries, statustics,
and stallf, and will scrive to harmonize separate functional plans and comprehen=
give plamning for tha aTea.2t

3till another problem stesming from Federal planning reguiremants 1s
more 4 case of Federal omission than one of too many planning conditioms. It

concerns State planning requiremants, the most prevalent type in Federal grant
programs, & State plan is basically an outline, in some derail, of essentiaml

alements of a program that the State agrees to carry ouwt. Yet, the individual
program plans have little 1f any relatiomship to the operations ot planning of
operations of State government, and Federal grant programe have not required
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these State functionmal plans to be in conformity with a comprehensive State

plan. Some encouragement in this directlion has come recently, howeveo, with ex-
tension of the Department of Housing and Urban Development's "TO1l" urban planning
progras to include aid for comprehensive State planning. This may serve to bring
the functional plans £or physical improvement, econcmic development, soclal wel-
fare, and other State activities inte a rational relationship in meeting State
and national goals,

Headguarers-Field Office Relations

In the past five years, four mew systems of regional offices have been
established a8 a consequence of newly emacted grant-in=aid legislatiom: Bureaw
of Dutdoor Recreation (1962}, 0ffice of Economic Opportunity (1964}, Meighbor-
hood Youth Corpe (Department of Lebor, 1964) and the Economic Development Ad-
minlstration (Department of Commerce, 1965). Prior to 1%62, separate Ttegional
gitructures already existed for elght grant-administering departments or
agencies: Forestry Service (Agriculture), Bureau of Public Roads (Commercel,
Office of Cilwil Defense (Defense), Health, Education, and Welfare, Bureau of
Employment Security (Labor), Wousing amd Home Finance Agency (mow HUD), Federal
Aviation Ag;q:n:.f and Small Business Administration.

Wide variatione exiast among these 12 regional office structures in the
mumber of reglons, the mumber and identity of the States that comstitute the in=
dividual reglons and the cities in which regional offices are located. Figure
18 indicates that State and local goveroments of 38 Seaces and the Diaserice of
Columbia hawve to deal with regionsl offices in five or more different eity loca=
tions. Kentucky hag to deal with ten different regional office locabtlions, and
Ohio, Penmsylvania, Virginia and West Wirginla have nine regional comtact polnts.

Table A=-24 shows the States by area of the councey and the mumber of
different regional office locatlions that State and local povernments deal with.
States of the Southeastern avea are clearly better off in terms of warlations
in Federal reglomal office structure, amd the Far West is not far behind.

Commenting upon thils regional setup, an Executive Branch task force
reported:

Even in a city such as San Franciseo, which is one of tha
fow having & real concentration of field offices, key
agencles such as EDA are not represented, thereby creating
problems of communication and exchange of Information on
common regionel problems.

In major clties such as Seattle and Hashville, the few
Federal offices are severely handicepped imn attempting to
provide information and any kind of coordinated approach

to solving local problems by the fact that most offices
are located elsewhers.

Variationa in bkoundaries and office locations, of course,
cause confusion at cthe local lewvel and produce a coendency
to try to deal directly with Washington.

These facts underscore what Semacor Edmnd 5. Huskie in Hovember 1966
identified as "a problem for the State official or the mayor of a large city who
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Figure 18.

NUMBER OF REGIONAL OFFICES OF FEDERAL
GRANT-ADMINISTERING DEPARTMENTS:
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finds that he must deal with a mumber of uidelg geattered reglonal offices in
his negotiations witrh rhe Federal Cowernment.'"28/ Ar the other end of the
Federal=5State~local pipeline the scattering of regional offices ralses obstacles
to Federal agencies coordinsting in the field. Certainly such coordipating in-
struments af Federal Executive Boards could function more effectively Lif the
representatives of Federal agencies were posted in fewer locations.

The development of incomsistent patterns of regional offices reflects
the existence of Congressional pressure on individual departments; an unplanned
growth of departments and agencies and their subunits in respomse to different
needs in different periods of our history; and the failure to make a concerted
effort to bring some order out of the confusion. The chaotic resulbts prompted
Prasident Johnson to state in his 1967 "Quality of Government" message:39/

Each sajor federal department and agency works through a
setics of regional or field offices. These offices ara

the vital links between Washinpton and people in States,
cities, and towmships across America. Whether our programs
are effective often depends o the quality of sdmimistra=
tion in these field offices.

Yet, for all their importance, therea has been only infre-
quent eritical amalyeis of their roles and performance.

The cause of intergovernmental cooperation is poorly served
when these offices are out of btouch with local needs, or
when their geographic boundaries overlap or ave Inconsis-
Eent .

The President charged the Director of the Buresu of the Buodget to
undertake a comprehensive review of the Federal field office structure and rec-
ommend & planm for restructuring them before 1969.

Other aspects of headquarcers-regional relationshlips add to the Jiffi-
culties of interprogram coordination. Some Federal apgencies, such as HUD, OQED,
and EDA, are empowered to deal directly with local governmenta. Others, par=
tieularly HEM agenciea, may deal enly with the States. When the law further
requites dealing with only a specified State agency, the resultant rigidities
make a coordinated Federal attack on local problems all but impossible.

Regional offices of Pederal agencies sometises do wot have adequate
delegated authority to cope with interagency and intergovermmental coordination
problems in the fleld. Where decizion-making is not decentralized, the field
offices meraly add another layer of review, a poteatial delay, with the resule
that State and local grant applicante mist spend in inordinate ampunt of time
trackinmg down their applications through various echeloms of the Federal bureau-
cracy. This contributes to "grantemanship" and encourages the satablishment of
outside groups whose sole serviece to State snd loecal povernment is to "bird-dog"
grant applications.

Applicarions for grants under some programs may go dirvectly from State
and local governments to Washington, without touching base with regional offices.
One result, for example, is that these offices cannot cooperate with OBED field
offices when the latter, as part of a checkpolnt procedure for detersining avail-
abllicy of funds in other programs for carrying out poverty program objectives,
geck to learn what s going om in a given cosmunféy under these progmams. Co-

ordination has to be achieved in Washington before it can be achieved in the
fleld:
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Summary

The general objectives of the categorical grant-in-aid system might be
regarded as: (1) achieving a minimun program level in specifie functicomal ficlds
throughout the cowntey; and {2) doing so in such a way as to strengthen State
and local goverssments, It seems cledr, howewer, that the system itaelf, and
particularly eome of its newer features, are causing problems that handicap these
cbjectives. State and local govermments, bewildered by the proliferation of
grante, complexity of requirements, and actual or seeming duplication and ower-
lapping, complain of an "information gap.” Multiplying and different planning
vequirements foster confusion rather than coordination. States feel they are
losing their grip over public affaire within their jurisdiction due to the in-
creasing practice of direct Federal-local grants. Beth State and local govern=
ments feel a gimilar loss with che rise of grants to private individuals and in-
stitutions. The goals of agualizatien, if pyer a wery strong objective of the
grant system, &reé no nedrer achievement than some six or eight vears ago, partly
becange o0f the trend toward project rather than Formola Erants.

To complete this sutvey of the Federal grant-in-aid system, we now
turn te an analysis of (1) machinery in the Matiomal Govermment for manazing
fig; {2} the system's effect on State and local govetnment; and (3) some of
the characteristics of State and local gowvernment that are themselves respon-
8ible for diluting the effectivensss of the Fedaral grants.

FEDERAL MACHINERY FOR DEVELOPING AND MANAGING GRANTS-IN-AID

Why hasn't the Federal Government done a better job in developing and
adminigtering the grant-in-aid system? Why has it not held down the number of
grants, avoided duplication in programs, achiewed simplification of administratiwe
reguirenenta, maintained consistency among planning requirements, avoided bypasa=
ing State and local povernments and partlcularly geperal purpose unite of povern=
ment? To attempt some answers bo these and other guestione we look at the
several centers of policy and administrative responsibility in the Execucive
Branch, az well as the Legislative Branch.

In the Executive Branch, ultimate respomsibility for admimistration of
grant programs resgs with the President and this, of course, ig just one of his
many duties, It competes for the President’s time and atcention againat the de-
mande of his role as head of State, chief forveipgn affairs initiactor and spokes=-
man, Commander-in-Chief, chiel administrator of explorationa in space, head of
hias political party and chief adsinistrator of direct Fedoral programs.

The President, of course, has much of the executive apparacus of the
Federal Government to assisc him in administering grant programs. This machinery
provides assistance atb varfous lewvels of policy determinatlon and program adminia=
tratiom==all at wvarious distances from the Executive Jffice of the Fresident.

The Burean of the Budget

Chief of these and elose te him is the Bureau of the BPudget. Estab=
lighed by the Budget and Accounting Act eof 1921 within the Treasuty Depariment,
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the Bureau was transferrad to the Executive Office of the President im 1939,
where 1ts role in effect became that of direct comsultant to the President on
administrative policy, national fiscal poliey, program evaluation and legisla-
give coordipation. It performed the function of a central civilian planning
uait for defense organization, with four regional offices. Among the
rasponsibilities assigned to this field service werec coordination of Federal
Field programs and consultation with 3tate and local officials regarding Federal
relationshipa. The field offices were discontinued in 1933 ag an economy
measure .

In 1950, Congress passed the Budget and Accounting Procedurss Act,
which-=mong other things-=-authorized the Fresident to use Che Bureau of the
Budget to develop better organization, coordination and masagement in the Ex=
ecutive Branch. The Bureau's Division of Administrative Management was reorgan-
iged in 1952, howewver, leawving only about one-third of the division's persomnel
in the successor Office of Management and Organizacion. Some argue that this
reduced the Bureau's capacity to deal with interdeparimental planning and co=
ordination, while at the same time strengthening its analvtieal capabllities om
a function-by-fumction basis.

The Bureauw's overall management role declined chercaflter wich greater
emphasis on accounting aspects, negative coemtrols, and more roubine approaches=--
without much effort to encourage lomg-tange planning, & task forece of the
sacond Hoover Commission was led to comment in 1955:8L

The Bureau's concept of its broader role as the managerial
arm of the Preaident has been limited. This is particu-

larly true of the area of financial mamagementc., The pri=-

mary emphasis on budget mechanies has tended to obacure the
Bureau's broader reaponsiblities. The Bureau's present title,
organizacion, staffing and operating methods stresa Lts bud=-
get responsibllities and subordimace its overall management
and pelicy functions. The Bureauw has not provided the finan-
clal management asslstance required of it nor s its manage-
ment group staffed to review and promote improved financial
managemant organization and practices throughout the execu-
tive apencies. In order to carry out {cs management respoinsi-
bilities the Pureau of the Budget should be revitalized.

In the 1960"'z the Bureau's influence and activity have shown a marked
revival in fiscal pelicy and program effectiveness. Im his testimony bafore the
Senate Subcommittes on Intergovermmental Relatlons inm 1966, its Director cited

leading examples of the %uraau‘s recent efforts to cope with problems of moanages=
ment and coordination.f

Another major resrzanization of the Bureau occcurred in 1967, one of
the principal objectives of which was to marshal its resources so as to bring
greatest attention to those E£iscal and administrative areas most sensitive to
the achievement of Administration policy objectives.

Goyeroment organization.--This is one of the Bureau's primary staff
tesponslibilities. In 1965 and 1966 Lt assisted in establishing two new depart-
mentg: Housing and Urban Development and Transportation. It has also made

#* In 1966 che Bureau of the Budget requested appropriatioms to establish on

an experimental basls six new field offices, but was turned down by cﬂngrcau.ﬂﬂf
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progrese in helping to reorganize parts of the sprawling Department of Health,
Eﬂ.u:al;]'.-n'n, and Welfare, including the Public Health Service and the OFffice of
Education.

Factfinding survevs of intergeverpmental problems.=-Five broad field

surveys were made by Bureau staff in the Swmmer of 1966 in selected States to
identify the nature of problems encountered by State and local officials in
dealing with the Federal Government. Bureau strff was joined by representatives
of HUD, HEW, OEQ, Labor and Apriculture, and officials of national associations
of public officials.

Categorical grant programs.=-In cooperation with the Secretary of HEW,
the Bureau launched an examination of HEW categorical grants with a view to pro-
posing conselidation and simpliffcacion., This is a follow-up to the Comprehensive
Health Flanning and Health Services Act of 1966, which melded a dozen ot more
previously separate grants, and & response to Che President's divective epunciated
in his "Quality of Govermment"” message. The Bureau has been analvzing the array
of Federal planning requiremenmts which State and local governments must meet to
qualify for Federal assistance, apgain with an eye to pobential comsolidation and
simplification.

Elanning jurisdictions and boundaries.=--At the dirvection of the Presi-

dent, the Bureau issued a circular A=-30 to affected departments and agemcies di=
tecting them to codwdinate with each other in Elxing the boundaries of multi-
jurisdictional planning and development wnits and to make these consistent wich
eskabliehed State plapning districts and regions.

Federal, State, and local statistics.--The Bureau was working with the

Advisory Comerission on Intergovernmental Relations and matiomal assoclacions of
public officiale to improve the system for collection and cxchange of comparative
data.

Plapning, programming, and budgeting.--At the direction of the Presi=-
dent, the Burssu began an intensive effort to introduce the planning, programming
and budgeting system (FPES) inte the management of executive departments and
agencics. In 1966 the Burgau also cooperatod in staging PPES demonstration pro=
jeces in Eive States, five counties, and five cities, in cooperation with the or=
ganlzations representing State and local governmemts. The object was to demon-
strate its poetential for improving intergovernmental planning and for strengthen-
ing the hands of Covernors amd Mayors in managing their public business by modern
methods .

Arrangements for consultation with State snd local officials.--In
Hovember 1966 the President divected the Director of the Bureaw of the Bedger to

work with Federal departments and agencies, the Advisory Comission on Lontar-
gevernmantal Relations amd publie interest groups representing Scate and local
govermments to afford representatives of the chief executives of those governments
"the opportunity to advise and consult in che development and execubion of pro=
grams which direccly affectc the conduct of State and local affairs.” Budget
Bureau Cirgular A-35 established the procedure in mid-susmer 1967,

Coordinacion amd comgultation smong Federal apescies,=-=A mmbar of
other efforts are conducted on & day-to-day basis including the review of pro-
posed legislation from the standpoint of it8 effect om administration; the review
of budget requests and program operations, taking aceount of aetual or potential
interagency disagreaments, policy differemnces and pregrsam overlaps, and devoting
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staff time to resoluclon of such problems; statf visiea to che field, ylelding
feedback on how well or poorly progtams are being conducted, and why; and ap-
pointment—by—the Directorof-apolicy-level-Assistant Divector who i giving
eost of his time to problems of intergovermmental relatioms.=—=

The reprganization of the Bureau in mid-1967 was geared to further
strengthen its capabilities in these and other asaigned areas.

Practically all of the grant-related activitles of the Bureau of the
Budget depend on the Bureau's information gathering, storage, and Tetrieval
gystem. At the 1966 hearings om government electronic dacta processing systems,
Budget Buteau spokesmen summarized the use of computers by Federal agencies and
reviewed the efforts to improve the manapgement of electronfic data processing
activities, They estimated that on June 30, 1966, there were 2,620 computers
in uge in Federal activities, coating 51,038 mi}lian for FY 196, and requiring
abaut 71,200 man-years for anmual nperathms.iﬁ Apparently lictle or pone of
this burgeoning computer capability, however, was being used dirvectly by the
Bureau of the Budget for management and control of grant-in-aid activities.
Thug, the Bureay does not have the benefic of modern information syatems tech-
nology in gathering, storing and retrieving such grant-in-aid data as matching
ratios and apportionment formulas, planning reguiremenes, eligible recfipients,
dollar amounts of granta disbursed by recipient and location, and Stace and loeal
tax rates; persomal income amd-other e bevamt—Stabte amd—bocal ecomomicamd fiscal
data.

The manapgement of grants={in=aid {3 only one portion of the President's
function of coordinating and smanaging the =many diverse activities of the Execu-
tive Branch. Modern computer technology should be available to assist him in the
planning, managesment and control of all phases of Federal administrative opera-
tiona.

This resource, of course, dirvectly relates to Budget's effort to in-
tecduce PPBS. A report by the Committes for Ecomomic Development in eacly 1966
on the ctocal Federal budget process commended such effores by the Executive
Branch aa "constructive," but enphasized the need Lor follow-through by all de-
partmenta and agencises to overcome grave wealnesses in the Federal budget procesa,
both Congressional and executlive. Among the major shortcomings, which affect the
entlre management effort and fnclude Budget's role in grant-in-aid administratiom,
the CED lisced:85/

o Too litele ateention to longer-range planning.

o Too much stress on detail amd oot enough om cho
broader plcture.

& Most spanding plans focus ot the agencies and their
gubdivisions rather than on the fumetions perlotmed
iand programs projected.

# Urganizational ebjectives are seldom well=defined in
speclfic measurable terms.

® The structural organization of the Executlwe Branch
18 not well-adapted to cutrrent needs,
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& Use of the budgetary process to fmprove opera-
tiomal effectiveness falls short of lta potential,
particularly im execution of the enacted budget and
in evaluation or comparative appraisal of agency
periormances .

® The puzzling problem of achieving rational balance
in allocating Scarce resources among competing func-
tional fields remains unsolved.

The mid=1%67 reorganizatiom of the Buresu was directed toward sose of
the problem areas specified by the CED study.

Coordination Through White House Staff

While the Bureau of the Budget has beenr the President's chief instru-
ment foFr mandgement coordisation, several Presidents bave designated menbers of
cthe White House etaff to assist specifically in coordinating progrtams invelving
intergovermmental relations .28’ In 19&0-41, Prepfdent Franklin D. Hooseveltl
agaipgned the task vo James MeReynolds and Guy Moffat. Both assignmonte were
ghort lived partly because of lime administrators’ askill in resiseing top-lewvel
attempts to develop unifors policies and procedurs and to coordinate programe.
Inm 1947 President Truman named former President Hoover to head the Comuiegsion onm
Organization of the Execotive Branch of the Government (Hoower Commisaion). The
Comnisslon subsequently published a brief report on Federal-5State relationa,
which gawve some attention to grants-in-aid.

In 1956 President Eisenhower appointed Mewyer Kastnbaum, formerly
Chalrman of the Commission on Intergowvernmemtal Relations, to follow up on rec-
ommendations of the sSecond Hoover Commission and of his own Commission. Tha
same year former Governor Howard Pyle of Arizona was appointed Deputy Assistant
te the President for Intecgovermmental RBelations, with the epecific mandate of
maintaining lisisonm with organizations of public officials; setting up ad hoc
working committees smong Fedetal officials; and developing periodic reports and
recommendations on the Hational Government's relstions with State and local
governments., One offshoot of this White House activity was creation in 1957 of
a Joint Federal=5tate Actlion Committes made uwp of Govermors and Federal offi-
clals. The Committee examined the relationships between taxes and grante with a
view to propesing possible reallocation of functioms and revenues between the
Federal Gowvernment and the States. Tts few recommendations were not adopbed.

President K-E'nnl:d:.' appoeinted a Special Assistant Lo thae President for
Intergovernmental Belations (formet Congressman Brooks Hays, who continuwed to
gerve President Johmson in the same capacity wntil sarly 1964). A "troika" com=
aiscing of the Chairman of the Civil Service Commission, the Ezxecutive Asslstant
Mrector of the Buresu of the Budget and a Special Assistant to the Freaident
were insttumental in the Pregident's formally establishing the Federal Executivea
Boards in Movember 1961,

President Johnson has appointed a nuwber of task forces which have fo-
cused on issues involving govermmantal reorganization and intergovernmental
relations, such as the development of the Economic Opportunity Act and the Demon=-
stration Cities and Hetropolitan Development Act and establishment of the new
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Department of Housing and Urban Development. These task forces, whose membership
and recommendations have not been widely publicized, have included not only Bx-
ecutive QOffice staff members and top-level departmenmtal officials, but alse pri-
vate citizens, State and local officials, and members of the academic community.
Fimally, President Johnson has given the Vice President amd the Direccor of the
0ffice of Emergency Planning the assigmment of astablishing lines of communica-
tion with mayors, county executives, govermors and State legislators.

Regarding the usa of special White House staff for management coordina=
tiom by Presidents Truman, Eisenhower and Keanedy, the Director of the Bureau of
the Budget commented as follows to the Sendate Zubcommittes on Intergovernmental
Relacions: '"While these assistants rendered useful services, they touched upon
g wery small fraction of the trafiic of intergovernmental rvelatlons. Tho real
problems seldom got bBevond the agency level because program and [inancial re=
spongibility rests there."67/ Tt is necessary then to turn to the departmental
and agency level to identify some of the key problems in managing the grant-in-
aid syetem.

Grant Administration in Departments and Agencies

The strength of deparmental and agency coordination activity dependa
to 4 large extent on the Seervetary's or agency head's appreciation of the need
for coordination and of fits relationship to his management poesition, and om the
administrative resources he devotes to meeting that need, Undil gquite recently,
the record of department and agency heads' understanding of the political and in-
tergovernmental implicatione of ineffecrive intradepartmental program coordination
gave little basis for optimism chat their unitse would or could cope successfully
with the problems of intra-agency, interagency, of fnterlevel coobrdination of
Erants-in-did. Al Che Dmportant ASSistanl Secretaty level the focus wag chiafly
oft functiomal respomsibilities, and usually the top mandgement petson with
across-the-department responsibilities was the assistant secretary of administra-
tiom or the comptroller.* In elther case, the cmphasls was on problems of fiscal
manggement rather than Incra-agency cooraination of the several grant-in-aid
programs [mpacting on State and local povermments. While there was some interest
in Intra-agency program coordination, there was practically no emphasis on co-
ordination of programs between departments.

At the same time there was g strong centrifugal force pulling against
coordination within and among grant programs: the functiomal specialists who
are by and large the core of the bursaucratic structure--especially bureau chiefs
and a thick and powerful layer of "middle management."” The attitudes of these

* Instcitutionalization of intergovermmental relations responsibility high in
dapartmental echelons 1s & recent innovation. This was rewealed by the Presi=-
dent "s Memorandum of November 11, 1966, om advice and comsultation with State
and local officlals. In carrying out the memorandum the DMrector of the Burean
of the Budget requested cach of the gffected department and agency heads to name
an official, "preferably at the assistant secretary level, to work closaly with
the Executive Office on interpoveromental matters and to assure that the Presi-
doent's Instructions of Movember 11, 1966, are carried out effectively within the
agency both in latter and in spirit," (Letter from Director of the Bureau of
the Budget to departments and agencies affected by Presidential Memorandum of
Hovember 11, 1966 (multilith}, p. 2.7 When these officials were named, it was
apparent that omly three of the ten line departments or agencles=-=0E0, HUD and
HEW=<had such offices in existence prior to that time.
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officials were Prﬂb?d in a 1965 study by the Senate Subcommittee on Intergovern-
mental Relations.22' This gutvey examined the attitudes of middle mansgement on
77 questions touching on the tremde, trouble spots, and operations of Pederal-
State-local relations. The Subcommittees found four behavioral themes recurring
throughout the replies of the 108 responding bureau and division chiafs:

Functionalism, or the respondents’ precccupation with pro-
tecting and promoting the putposes of their individual
programs, wad the most important single conditiomer of thair
comzents. Professionaliss, or the deep comndtment to the
merlit system principle and to the technical snd ethical
standards of the specialized group to which they belomg,
underlay thelr answera te nearly all the questions on Scate
erganization and Intergovernmental persomnel. "Standpattism’,
the rigid defense of traditiomal practices, procedures, and
principles, was reflected in their responses to questions on
Federal alds, financial administration, and metropolitan area
problems. And fourth, marking their replies to all sectlons
of the questlomnaire, was indifference, or “the cavalier dis-
mlssal of serious questions and topics as being irrelevant or
unimportant. "

The Subcommittes saw in these answers by middle manapement gramt=im=--
aid efficials a theory of federalism which identifies three major sources of
conflict in contemporary Federal-State-local relations: (1) professionalism at
the higher level wversus a lesser degree of professiomalism at the other levels;
{2} professional program adminietrators versus elected policy-makers at all
levels; and (3) administratore of individual aid programs versus intergoverm=
memtal reformers.

Secause this bureavcratic theory of federalism is an operating precept
as well as a descriptive interpretation, the Subcommittee coneluded;

It produces fes own areas of conflict:

{1} Professlonal administrators of one aid program wversus
the professionmal adminlscrators of others;

(2} Speclalized middle management versos generalized top
managemenk ; and

(3} Conservative bureav heads versus innovators seeking
to strengthen other components of the federal system--
the States, our metropolitan commumnities; and the de-
cision-making process at all levels. B2

Weak direction frosm the top of the department or agency and the separ-
acist effects of narrow functionalilsm ralse seriows obstacles to effective man-
agement coordination in any ciroumstances. The problem has been heightesed by
the tecent rapid growth in mumber and complexity of grants=in=aild, including the
wider use of direct Federal=local relationships and Federal-mongovermmental re-
lationships. An additional premium hag been put on eoordination by che introduc=
tion of new programs that requive for cheir success the "packaging" of many sep-
atate programs admeinistered by several existing departments.
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“Creative Federalism” Hearings

The hearings on "creative federalism" conducted by the Senate Subcom-
mitbtee on Intergovermmental Relacfions fm the fall of 1966 offered some insight
inta the degree to which major grant-adsinistering departments have sought to
egtablish institutional and operating arranpements to overcome "funetionalism’!
and other obatacles to effeecive coordination within and among depertments.

The heatrings were generated by two Senate bLlls. The first, 5.3509, was intro=
duced by the Subcommittes Chairman, Senator Muskie, and proposed establishment

of a special unlt in che Executive O0fflce of the President, called a Maciomal
Intergovernmental Affairs Council (NIAC). The Council would be chaired by the
President and composed of Cabinet officials and apency heads whose activities
have a major impact on Federal ald to States and lecalities and concern inter-
governmental relations. It would have an Executlwe Secretary directly respon-
sible to the President and a "“working secretariat" of experts and generalista im
program management which would be independent of the agencles and directly re-
sponsible to the Executive Secretary. After policy declisions were made, the
operating departments would be respomsible for carrvying them ouwt, but the Execu=-
tive Secretaty would be directly accountsble to the President for seeing that the
job was done in a timely and effective manner. The hope was that controversies
could be resolved between depart=ent and agency heads and the Executive Secretary,
but appeal could be made to the President if mecessary. "The main polnt," Sena=-
tor Muskie stated, "is that the President would have a special assistant and an
ingtitution thtough which he could pull the Faderal establishment together and
ditect smoother intergovernmental implementation of Federal aid programs.fl

The second proposal on which the hearings focused was Senate Jolnt Re-
solution 187, introduced by Senator Edward Kennedy of Massachusetts, authorizing
the Advisory Commission on Intergovernmental Relatlons to inwvestigate and report
on the feasibility and design of an information system to help States and local=
ities implement federally asslsted programs more effectively. The system was
also intended to provide the Congress and the Presldent with a better measure of
State and local needs and performance under the grant system.

Three sets of questions posed by Chalrman Muskie at the outeet of the
tedtimony of the department heads set the stape for the first phase of thess
hu:ringl:E

®# How well are Federal departments coordlnating their programs
and gervices both within their agencles and with other depare-
ments and agenc igs?

# What 15 the status of both iatradepactmental and interdepart-
mental coprdination at the regiomal lewel?

# What are Federal departments and thelr bureaus and divieions
doing to develop more favorable cooperatiwve relationahipa
between the Federal Government and State and local leaders?

Oral testimony was received £rom representatives of six major depart=
ments or agenciecs administering grants-in-aid: HEW, HUD, OED, Labor, Interior
and Commerce. (The Secretary of Agriculture submitted material in writing,
commenting on the two bllls before the Subcommittes and listing interagency
interdepartmental committees im which his Department participated.) All inm-
dicated they were aware of and concerned about the problems of coordination
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in managing grant progtams and all acknowledged that, while thev are making con-
stant efforts to deal effectively with the problem, they are far from bringing
it fully under control. Interagency agrecments were found to be a proliferating
vehicle for interdepartmental coordination, particularly among HEM, HUR and QEOQ
and Agrltulnure.léf Becent yeara, however, have been marked by experimentation
with new coordination mechanisms: establishment of an assiscant director for
intergovermmental relations in the new Department of Housing and Urban Daevelop=
ment; the model cities approach of gilving incentives for melding resources from
many different programs and departments in & coordimated attack on the complex
ptoklems of individual areass; the urhan convener order; the new instruments of
OED, ipcluding the comaunity action program, preference provisions, the Assis-
tant Directer for Interagency Relations, the information center, checkpoint
procedures, mumerous advisory cowneils, the tying tegether of manpower resources
at the Federal level and alsc at the local level through the Manpower Administre-
tion and the President's Committes on Manpower; and the office of intergoverm-
mental relationg and the director of field coordination inm HEW. Some of the
newer devices are as yet unproven--such as the preference provisions inm QB0 and
the urban "convener”--and in any case, no one device of all those used, new and
old, makes more thanm a partial comtribution to the enormous problems of owerall
coordination: within agencies, among agencies, and with other levels of gowvern=-
ment.

After hearing testimony of representatives of HUD, OBEQ, and Labor,
Senator Muskie summed up his reactions:f4/

It has bacome clear that there is & problam of proliferating
programming and planning in these areas. It i% even c¢learer
that the problem of any meaningful coordination of thess pro-
grams increases A% we reach 5tate and local levels. But the
one thing that has struck me by the testimony is the weak-=
and in soma instances, hopeless--way these agencles are cop-
ing with the matter of intergovernmental coordination.

Inceragency committeas amd councils are formed, but there are
few meetings, generally attemded by subordinates. Interagency
agrecments or treaties are made, but the ones we hava beenm look-
ing at are more directed to keeplng one agency out of another's
function than te putting the functions together in an affective
paclkape.

Besponslbility for intradepartmental and interdepartmental co-
ordination and intergovermmental contacts has been delegated
down the line to subordinate pelicy officials,

At the higher lewvel, Cabinet officers are being given "con-
veners" powers Lo convene meetings with other Cabinet officials
of equal, 1f not greater rank, to develop cootdinating pelic-
ies. But there is no working secretariat either te develop
the agenda or to mondltor the implementation and effectivensss
of the policy, Lf any policy comes out of such meecing.*

W For the wiews of State and local officisels on the problems of management

in the Federal grant-administering agencies, expressed at the "Creative Federal-
isw" hearinges and elsewhers, see below, "The Impact of Grant Frograms om State
and Local Governmental Oeganizacion and Adminiscracion.”
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Headguarters-Field Office Relationships

Confusion and complexity in the field office structures of grant-admin-
istering agencies and the inadequate decentralization of autherity to regional
affices were described earlier, and their megative effect on coordinmated admin-
istration was underscored.

Effective machimery to owvercome problems of field coordination created
by differences in delegations of authority and field structure does not exist at
tegional and other levels although efforts have been made to provide it. During
World War IT, the Bureau of the Budget established four ficld offices to (1} ad-
vige Federal field officials in achieving better coordination and interagency
relations in the field; (2} consult with State and local officials on Pederal
programs; {3) suggest improvement in using equipment and supplies; and (%) make
administrative studies and recommendations for more efficiency, and report te
headquarters problems requiring study, action, or policy guidance._Zf Due teo
meager appropriations, however, staff facilities available in each field office
were limfted and plans to set up additiomal offices wete never implemented. In
1953 the Congress denled funds for the field offices and they were terminated.
Apparently some members of Comgress were suspicious of the role of the scaff arm
of the President reaching into cities outside of Washington.

One nh;arl,r_a} summarized the major inmovations of the Burean's field
offices as Follows:I0

[The] direct and personal representation of the Execubive
Dffice of the President: well-serviced communication lines
betwern Washington and the field; and a strong assurance

to Federal field offices that the Bureau would mot attempt

to interfere with the normal relacionships within depart-
ments and agencies. The Lack of suppore for the offices in
Congress can be seen as an indication of their suceess. . . .

On Howember 10, 1961, President Kennedy fssued a memorvandum establish-
ing Federal Executive Boards comprisinmg Field representatives from executive de=
partments and designating the Chairman of the Clwvil Service Commisaion to be
respmsible for overseeing their creationm and n:h]:-r:l.‘..'l.t:l.n'n,n,ll-‘r The Boards operate
within fout general categorice of activities:

1. Prowviegion of a forum £or interchange of information
about programs and managesent methods and problems
between Washington and the field and smong field ale=
mentd in the area.

2. Coordinated approaches to development and operation
of programa which have common characteristics,

3. Liaisen relationship with State and local officials
to contribuce Co understanding and support of the
rolea and purposes of their respective govermmental
jurisdictions and aid in resclving problems.

4. Refarral of problems that cannot be solved locally
to the natiomal level for attention.
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FEB"s are functioning in 15 major centers of Federal astiwvity, such as
Hew York; Chicago; Atlanta, Delaware, Fort Worth and San Francisco. Each member
of the Boards is designated by the head of the department or agency he Tepre-
gents. A typical board inclodes 40 to 100 members and operates through a policy
comif ttes alected from the membership and a number of working committeas. ‘The
chairmanship ctends to rotace from agency te agency. A survey of activities of
Federal Executive Boards in 1965 found that group activity items reporced by
nine of moTe Boards lncluded charitable fund-raising and government bond drives,
cooperative personnel and training programs, coordinated public information pro-
grams, equal opportunity programs, and management improvement Etudi:s.lﬂ}

A private survey in E?rlr 1966 summed up the recerd of the Federal
Executive Boards as followsils

The Federal Executive Boatds experience has made several
major contributions to the development of effective patterns
of coordination: White House support for coordination of
Federal field activities . . .; preservation of high pres-
tige in the membership of the Boards; improved communication
between Washington and the field; and support and servicing
by a newtral agency==-the Civil Service Commission.

The FEB's also have developed a_number of problems: member-
ghip on coemitters tends to be based on the individual gqual-
ifications of the member designated rather than on the broad
program respomeibilities of the agency he represents; it has
been difficult to encourage the Informal power structura of
regional office officials (the "dean of Federal officials™)
to take an active leadershlip role in the work of the Boards;
the performance of the Boards has been very uneven both geo-
graphically and functiomally; the Boards have beem limited
in their operatioma to the city in which they are located
and cammol attempt to cover the States encompassed in the
varying regiomal patterns represented; and few of the Boards
have moved effectively inte substantive problems of inter-
progtam coordinatien,

Washington-lewel support for the Boards has beem good. . . .
(Emphagis added.}

The shortcomings of the FEB's in interprogram coordimation hawve been
ateributed to their unwieldy size; the rotating chalrmamship; the fact that the
chairman is just one amomg equals and that the Board becomes just another inter-
agency committee without leadership force; and the lack of staff to develop agen-
das and provide follow=through. It has been proposed thet Bureau of the Budget
field offices, if established, might provide staifing.

Improved field coordimation of the programs of ome department--HUD--Lg
the alm of the metropelitan expediter authorized by Bectionm 203 of the Demomstra-
tion Cities and Metropolitan Development Act of 1966.80/ The Secretary of HUD
is guthorized to appoint such expediters on request of local officials. Their
function is to provide information, data, and assistance to local authorities,
private individuals, and others within the metropolitan area and to Federal field
personnel with respect to HUD programs and related programs of ofther Federal
departments. They do mot, however, take the place of the regional office in
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screening and forwarding local applications to Washington. Before the metropoli=-
tan expediter proposal became law, his function wag summarized by an authority
who had a4 leading role in developing the concept: "I look upon him [ the expedi-
ter] essentially as a catalyst and comvener for Federal interests; & genecator

of idii? in the region; and a atimulator of local collaboration and participa-
tiomn. However , the future of the metropolitan expediter appreoach was thrown
inte serious gquestion by the refusal of the first session of the 90th Congress

to appropriate any funds for this activity. Some believe that many of the objec-
tives of the expediters can be achieved through regular technical assistance act-
ivities of the Department.

Another approach to strengthening htadquartcrﬂ—field relations i de-
centralization of more authority to the fegiomal oEficag. MAn Execubkive Beanch
survay team found that the lack of delegated authority is a source of confusion
for local officlals and & factor prevemting am effective Federml approach to sol-
ving local problems. Where field officials hawe little authority to approwve pro-
jects, the field installatlons represent additional lavers of review {many people
can say "mo" to a project or delay it, but only onme person camn say "yes"}. State
and local people feel they have to spend too much time tracking dowm the status
of their applications through the bureaucratic labyrinth.

Some departmental spokesmen in the "Creative Faderalism" hearimgs in=-
dicated thelr departments had taken steps to develve more awthority te the reg-
fonal offices. In December 1965, 0BE0 delegated authority Lor fimal approwval of
community actlon program applications to its field offices, except for thosa ower
certaln specified dollar amounts. HUD has delegated complete authority for fimal
procassing of applications to the reglonal administrators for nine of lts gramk
programs: wurban planning, open=space land, urban beautification, rehabllitation
loans, college housing loans, baslic water and sewer facilities grants, publie
facility loans, advance scquilsition of land amd advances for public works plan-

ning.

YTet delegation has not proceeded ss far as it might. A recent report
by an advisory committes om HEW's relatiomships with State health agencies con=
cluded that previous attempts in various agencies to revamp and strengthen reg-
ional affices have been relatively fruitless.B2/ It noted with approval the
Surgeon General's intention to delegate to the Regional Health Director responsi=-
bilicy for grant management anmd authority to approve State plans under the Parc-
nership in Health Act. The Committes Eelt that additional messures were needed
to involve the Regional Director intimately in all HEW relations with States in
order to relate health, education, and soclal welfare services to each other and
to the total needs of the States. To this end, it recommended:

1. Authori £y for appfnuql or disapproval of ;umprchan;i?a
State health plang, and asendmenteé to guch plang be dele-
gated ko the Regional DMrectors, with the proviso that
State goverrments can appeal adverse decisions to the
Secretary of HEW.

2. Greater authority to effect coordination ameng related
programs at the repgional level, including authority o
employ and teassign persconnel withinm the regilon, be dele-
gated to Regiomal DMrectors.
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3. A [irm practice be initiated by the Secretary of HEW that
neither he nor the commissioners of HEW apencies will actk
on roquests from State or local govermmental officials
without consulting wich the Roegional Director.

%. The Regional Director be directed to plan and make repul=
&r visits with the Governors and with the mayors of major
cities to discuss relevant HEW activities, including health
matters, so that the Governors and mayors may develop ful-
ler confidence in the Regional Directors, and may ba ex-
pocted te deal with them Eirst more often than in the
past.

3. Contingency funds be provided so that each Reglonal Dir-
ecktor (without approval of specific actions at headgquar-
Eers) may asgist States in emergencies and may stimulate
inpovalive projects,

. The FD& districts be realigned to relate better to other

health activities and to functiom under the HEW Regional
Director, insofar as that is practicable.

The Role of Congress

In looking for the sources of difficulty in schieving better manageah-
ility of the categorical grant aystem, one cannot lose sight of the fact that the
whole system operates under peneral and detailed authovization and direction fros
Congress and its many functional coemittees. The system has grown up as a Con-
gressional response to specilfiz public needs that ate brought teo 1ts attemtion
over a period of time. The splitting off of grants Into marrvow categories, in-
stead of blocks or general sharimg of Federal revenue, reflects the desire of
Congress to achiewve specific objectives. In many cases, Congress has written
into the law fitealf ehe requirements that must be met by State and local grant
applications. The Model Cities Act, Eor example, requires as a condition of el-
igibilicy that applicaste fer a comprehengive city demonetration program grant
must be able to show that the program is comsistent with comprehensive planning
for the entire urban or metropolitan area. On the other hand, the same act pro-
hibits the Secretary of HUD from requiring as a conditlon of auch a grant that
the applicant clty have a school bussing program im effect, 24/

as/ One weiter has described Congress's role in administratiom as fol-

lows:==

Alchough the general public does not fully realize it, a major
share of the time, energy, and attention of members of Congrass
is devoted to activities that, properly speaking, arve of an ad-
ministrative managerial character. Defining the authoricy and
prescribing procedures of administracive agencies, maklng funds
available to them wnder terms and specifications deemed approp=
riate, examining required reports on their activities, employing
the imquisitorial authority available to supplement such reporta
and taking uwp the complaints, inquiries and requeste of their
conetituents with the appropriate officials are actiwvities to
which members of Congress devote a major portion of thelr time.
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Recognizing thar & heavy responsibility for administrative super-
wigion reses In its hands, Congress in reorganizing its commit-
tee system through the Congressional Heorganization Act of 1946
followed the principle of sateing up lis standing committees to
parallel the major adminiscracive branches of the executive de-
partment . Moreover, it specifically charged esch standing com-
mittee to "exercise comtinuous watchfulness of the execution by
the administrative agencliea concerned of all lsws, the subject
matrer of which 1a within the jurisdiction of such committee.'

in officer in the middle ranges of che administrative hierarchy
accordingly looks te Congress, and particularly to members of
the standing committee having special charge over his depart-
ment's affalrs, as well as to his executive superiors, for his
cues and directives on what he should de and how he should do
it. Indeed, he is likely to find he has more frequent conLacls
with those members of Congress who have reason to intereat them=
golves in the operatioms of his office than he has with e
higher officials on the executive slde of government.

4 specific example of Cnngr:::ianal rn!pun:ibillty for some of the trou-
bles of the grant system was given by Senator Muskie in the "creative federalianm"
hearings in a discuwssion with Secretary Udall on the confusion owver the number of
programs dealing with control of water pnllutinn-ﬁﬁf

« o o I would agree with you thac parc of the proliferation and
confusfon is the result of congressiconal action. Whether it can
always bhe justified or nor depends upon Che individual cases,

In this respect, for example, I am parctly responsible for some
of this preliferacion-=for reasons which I did not entirely com-
trol,

It might be of interest to make them 8 =matter of record. The
sugpestion that the Federal Government provide support for the
building of water and sewer facilipies as contrasted with sewage
treatment grants came in the 1965 Housing Act, and, as nrigiv
nally advanced, that program would have covered, not only water
and sewer facilieies, but also sewage creatment plants, so that
we would have had sewage creatment plants in two departments. T
felt that the water and sewer grants themselves should go ineo
the same deparcment where the sewage treatment plant progras was,
but I ecould not convince the execublve agencies so0 we ended up,
at least, focusing the collectlom sewers In one agency and the
treatment plants in amether agency, and since I was on both com=
mittees, it satisfied my jurisdictional problema. But alse, I
think, it made it an casier legislative task to emact both pro-
B L ams by bhaving them in separate bills. That was particularly
true 0f the Housing Act, because the Housing Act ecowvers such &
multiplicity of elns cthart one exira does not show up as much as
it might in & bill that focused on one program. S50 congres-
siomal action is also respongible.

Congress exercises 1is major control over adminiscracion through its
control over the government's purse. It can be argued cthat Congress's fallure
te exerciae this control effectiwvely is another important reasom for some of the
problems In granc=in-ald administracion. This coenclusion emerged from the 1966
final report of the Joint Committee on the Organization of the Congress .87
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The Commities noted that improvements in the executive phase of the bud-
fet process, ag in the preparation and presentationm of the executive budget and
the development of more sophisticared techniques of budger analysis, make Con-
gresslonal comtrol of fiacal poliey morpe diffieulr, Yet, ir found certain needs
must e met if Compress is golng to equip itself to fnsure effective exercise of
its constitutional responsibilicies In this [ield., The major needs inelwde:

(1) access by the individual member to sll relevant budget informacion needed to
make more rational judgments om the spending level of competing programs; (2)
morg emphasis in the appropriations process on the budget as a8 vhole and on re=
vicw of major programs; {3} more effective use of the General Accounting Office
as an arm of Congress in the budget evaluatlon process as well as in the post-
audit funtlinn; and {&} greater awargness on the part of legislagive committees
of the Importance of their roles in fiscal controel, and establishment of adeguate
procedures to further thac rale.ﬁﬁ?

Congress has given specific attention rE:Ent]y ta the need for betber
budget:ry and ather information required o discharge its legislative responsi-
bility for authorizing funding and overseeing the various components of the
grant-in-aid system. TIn 1266 the Jolnt Committes om the Organization of the Con=
ETess rvecommended that, im cooperation with the Executive Branch, an effort be
started toward design of & povernmentwide budgetary daca systewm, and that to
facilitate Congressional use of automatic data processing capabilities and
modern evaluation technigques, the General Acecounting Office should develaop B
Bystems desi and cost-benefic analysis capabilities. The Commitece statad: &3/

¥ En ¥ 4 ad;

We are in the age of the computer. . . . Congress musi begin
now o take the actiom which will eventually enable it to bene-
fit from these modern informational technigues.

Our budgetary process urgently rvequires the systematic employ-
ment of medern automatic data processing technigues. Extensive
uwge of these techniques can provide the goveroment with essen-
tial fiscal and budgetary data, vaatly Improve the evaluation
of these data, and make thias Informationm more accessible to
individual members.

5, 355, introduwed dn 1967 by Senator Monroney for the Special Committee
cn the Organizacion of the Congress, provides that the Comptroller Ceneral, the
Secretary of the Treasury and the Director of the Buteau of the Budget “shall
develop, establish and maintain, for use by all Federal agencies, a standardized
information and data processing system for budgetary and fiscal data."¥ In addi-
tion, Senator Ribicoff in June 1967 introduced a bi1l (5. 1929) to estsblish a
Commission ém Legialative Evaluarion to make a thoroupgh study of how best to es-
tabligh a sciencific system for evalwatiom of the progrems that the Congress en-
acts. In his accompanying introductory remarks, he stated: 30

. . . there are many reazong why an 0ffice of Legislative Ewal-
wation {5 important to cur Matiom. Tt would break the informa=
tion monopoly of the exccutive branch and help reatore the Con-
gress to fts rightful role ag a full and equal partner in our
Government. 1t would sgslzst congressional committees in conduet-
1ng hearinga by prﬂuiding them with gocurate and relevane infor-
makion upon which to base public discussions.

¥ Zec. 202,
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General Accounting Office Responsibilities

The General Accounting DEfice, a staff arm of the Comgress, was creaCed
to asalst the Congress in providing legislative control over the receipt, dis-
bursement, and application of public funds. Its principal fumctioms are im the
fields of auditing, accounting, claims settlement, legal decisioms, special as-
gistance to the Congress and records management and services.

The GAQ's audit responsibilities carry with them a responsibilicy to
report to the Congress information obtained in the awdits. In his annoal report
to the Congress, or in special reports, the Comperoller General is required co
make recommendations looking to greater economy or efficiency in public expendi-
tures. Thus, the GAD has an incomparable opportunity to observe the operation
of the grant-in-aid system and to make suggestions for improving its [enctioning.

Implicit im the recommendations of the Jofnt Commitcee on the Recrgani-
zation of the Congress are :riri;iS?? af the Gencral Accounting Office and the
uie that Congress has made of 1t, == GAD has never had funds or guidelines for
uqkina cxpgnditurn analyses prowvided by the 1446 legitlatLvE r&ﬂrg&nizatinﬁ act.
GAD ropresentatives have not been available to discuss their audic reports wich
the memberahip and staff of appropriations committees. The Pureau of the Budget
requites administrative agencies to report within 60 days on GAQ findings, and
on actlons taken pursuant te them. Yer Congress impodes ne such reguirement om
apencles to report on GAO findings o appropriacicons commictecs, when the
apencles are defending their appropriation regquests,

The Committee for Ecomomic Development criticized Cﬂngr&ﬂ&‘ failure co
use the GAQ effectively in review nngzﬁppraisal of agency performance in execou-
ting Congressional policy decisionsi==

The two Government Operations Cosmitcees could be most useful

in reviewing interapency programs and functioms sinca each legias=
lative committee has limited jurisdiction. I[f they are to play

a slgnificant role, we helieve these two committees will be re-
guired to agree on explicit directlons toe the Comptroller Gen-
eral to guide him In the wse of his steff onm matters of primary
importance to Congresas.

The CED also Found fault with the GAQ's failure to conduct broad evalu-
ations of administrative performance on its uwn.Eé

For purpcees of thoroughgoing and comprehensive evaluation of
agency actiwvities, however, there are seriocus deficiencies in
GAO's operations. Its reporca--totaling several humdred each
vear in response to specific congressiomal regueses and agen-
cy inquiries--are narrowly focuwsed. They provide omly apot-
check evidence, in strictly momerary terms, concerning geseral
levels of efficiency. They are an effective cheek againat il-
legal and dishonest wse of appropriated funds, but they provide
no governmentwide wiew of agency [inancial operations,

Summary

In recent years there has been peasurable improvement in che Racional
Governsent's determination and action to bring order to the burgconing
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categorical grant-Iim-ald system and to reduce the intergovernmental frictions
that ic has engendered. Hotable are:

# The President's assigmment of the Viece President and the
Director of the Office of Emergency Flamning co the tashk
of maintaining clese communication with chief executives
of State and local governments;

# The revived [nterest of the Bureau ofF the Budget in man-
agement coordination, ice efforts toward development and
uwge of PPRE goveromentwide, and fre introduction of new
tocls for intergovernmental coordinacion;

¢ The growing awareness among several key department and agency
heads of the problems of grant adminlstration and inter=
governmental relations;

® The establishment through legislation and administrative
directive of new organization and procedural mechanisms
te cope with those problems;

¢ The probing hearings of the Senate Subcommittee on Inter-
governmental Relations and the Senate Subcommittee on
Executive Reorganization; and

® The study and recommendations of the Joint Congressional
Committes on LtgiulaLLv: HEeorganization.

Un the negative side, however, the past history of the Burecau of the
Budget warrants skepticism, despite Its recent stirrings, that it can be, or
wishes to be, the top=level mechaniszm that is aeeded for affective governmentwide
management of the pervasive grant-in-aid system. Further, not all department and
agency heads have appreciated the need for improved grant management and inter-
Env:rum:ntal relationg; mor hawve they exhibited a determination to insticute
Fnlicics and machinery for meeting these need=. The new tools for intgrdgpﬂrt—
mental and interlewvel coordinatiom hawe not yet proven their potency, MHoreower,
with their ingrained attitudes of funmctional specialism, middle management
offielals continue to offer formidable resistance to Presidential and Secretary-
level efforts to bring about simplification and interlevel coordination im the
grant system. Finally, improvement of the leglslative role in overhauling the
cacegorical grant system faces the inherent difficulties of achieving more con-
gistency among the functional committees in originating and revising grant
programs, and of overcoming the long-standing reslstance of the General Accounting
Office to fulfilling the rele of legislative moniter of executive management and
organization.

THE IMPACT OF GRANT FPROGRAME ON STATE AND LOCAL
GOVERNMENTAL ORGANIZATION AND ADMINISTRATION

Intreduction

The relationship between State administrative organizatlon and capability
and grant-im-aid program respongibilicies exercised by the State has beacome a
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matter of patramount concern., Orant program requiremente and responsiblilitfes
have been a two=edged sword im their impact uwpon State government. On ome hand
they have served to encourage improvement in a nusber of administrative prac=
tices, ingluding personnel administeation, trainming and professionalization, and
te foster more rtational agency organization in aidead program Areas. tn the
other hand, they have sttengthened bouresveratic functiomalism} tended to weaken
top-level coordinacion of related programs and activities, and aggravated the
already dispersed character of most Seate government organization, Some grants
have bolstered State line agencies to the disadvantage of the Governor's posi-
tion, and have conmflicted with attempts te strengthen his role as overall coordi-
nator of State Programs . Furthermore, sSpecific grant-in-aid requiremsents, while
serengthening discrete features of State government organizationz have also
served to thwart State-initiated efforts ae general recrganizetion.

Evidence of this contradictory program emphagis can be diacerned in Dwo
staff studies done for the 19535 Kestnbaum Commission on Intergovernmental REela=
tions, The final Commi&sion report te the President, however, makes no mention
of the impact problem and the "Genetal Analyedis" chapter of one of the Kestnbaum
aurvey teports concludes that "a veading of the State chapters suggests that the
overall impact of Federal prants has had relatively little adwverse effect in a
majority of the States studied. In other words the political complaints on chis
scorve have been ER&ggEtﬂtEd."EﬂI For more than half of the States surveyed there
was no evidence to indicate that Federal sid had a significant imflusnce on
State organizational structure.

The comments &£ a number of the Commission’s field reporters, om the
ocher hand, clearly indicated that one reason for this lack of idencifiable fm-
pact was the fragmented nrganizatiﬁnal pattern in State governmenks characterized
by the large number of adminigstrative units and Independently elected depariment
heads. Furthermore, careful analysis of these individual State reports reveals
some disquieting signs concerning the administracive impact of Federal grants.

45 a 1962 report to the Matiomal Governors' Conference commented on the findings
of the Kesenbaum Commission: ". . . In the majority of Scates where Federal aid
influence was discermible, [t contributed eo disorganization or inhiblted reor-
ganizatinn.“iéf One field commentator for the Kestnbaun Commission described the
confused division of executive responsibility in his State governmeant and warned
that the impact of Federal grants accentuated this administracive pluralism. An-
other reporter found stromg evidence of a tendency to remowve the Federal grant
administering agencles still further from the control and supervision ofF the
Governok .

Logic would suggest that the recent increase in che number of separate
grant programs and imdividual authorizations would further emphasize these influ-
ences and avallable evidence appears to support this comelusion. Increased func-
tionalism and &n accompanying weakening of some governors' conteol over aided
program argas can be ddentified. A rather striking thread running through opiln-
ion surveys of public officials is program administrators' preoccupation with

their own program. One survey, The Federal System as Seen by Federal Aid Offi-
cials revealed the satisfaction of these olficials with their direct ties to

thelr State or local counterparte, and their disinterest in ccordination .38/

Surveys of the views of State and local officials, while not as con-
clusive, seem Lo Indicate a parallel attitade st the State and local level and
provide additional imsights into the phenomenon identified as "vertical func-
tional autocracies” by the Kestnbaum Commizgion. A 1963 study by the Senate
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Subcommittee onm Intergovernmental Relatioms reported that by an almest 2 to 1
margin S5tate snd local cfficials responding to a questionnafro--chiefly top man-
agement executives=-=felt that the present system of Federal grants-in-aid cavsed
an imbalance in their programs of govermmental services.2?/ Over half of these
replying were troubled by Federal regulations hempering the flexibility of Stace
and local organizational structure. In a recent study conducted by a Universicy
of Towa team, half of the State line-agency program administrators responding ac-
kriowledged that grant-aided agencies were less subject to sugerviainn and comtral
by the governor and legislature tham non-aided departments.ﬂ_f

The foregeing suggests that many public officiales and expert observers
believe ({1} that the impact of Federal aid opn State and local adminiscracion has
changed in recent years and (?) this change has created special problems for top
policymakers at the State and local levels., It is in order, therefore, to exam=
ing in some detail the following guestions:

® Vhat kinds of problems are Federal grant programs creating
for State and local officials?

&  How well equipped are govermors to direct State adminlstra=
tiom and policymaking generally and the federally alded
spctor specifically?

® How well eguipped are State legislatures to cope with the
growing role of Federal grants in State programs and f£i-
nancesi and

® What ecffect has Federal aid had on State-local relations
and on local organizacion and adasinistration®

Trends and Problems as Been by Btate
and Local Dificers

Governors and the grant system,=-The impact of Federal grant programs on
exgcutive responsibilicies for policy and administration in State government is
considerable. Such grants, after all, provide a substantial portion of the tocal
revenue of a good many States, and owverall, as much as 24 percent of total gener-
al revenue of all 50 States im 1985, as seen in Fig. 19.

Owver a decade ago, Colman Ransone, in his thorough study of che gover-
norship, pointed out that the poliey isplicactions of the Federal grant-in-aid
systen may narrow Che options of a Governor and thus circumscribe his role as
policy ipltiacer. Even though the programs chemselves benefic che State,

". . . the presence or absence of & Federsl gramnt-in-aid prograsm
in a ;ivgn field is a powerful factror which comditions Che lﬁg-
islature and the Governor in making policy decisfons. In prac-
cice, therefore, the Coverncr finds that hils policy decisions are
conditlioned h; ﬁhe palicy decizions which have been made in Wash-
ington. . .—E

[

*  For a bibliographic note on the impace of Federal grants-in-aid on State and
local government, sea Appendix E.
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Figure I,

FEDERAL AID AS A PERCENTAGE OF TOTAL STATE GENERAL
REVENUE, BY STATE, 1966
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Ransone also exploved Che administrative comsequences of Federal grants=
in-aid from the Governor's viEHpﬂiutrlEEf

From the administrative point of wiew a Federal grant-in-aid
program may tend to weaken the Govemnor's chammels of communi=-
cation with agencies which receive Federal funds and fo weaken
his control over those agencies. The pattern of administration
which has dewveloped in some of these programs inwvolves a good
deal of direct contact between individuals at the State lewvel
and the agency of the Federal CGovernment which supervises the
PO EAm. The Governor, to a considerable extent, is bypassed
in this line of commwnication and finds that his contrel over
both pelicy and management of the agencies which administer
thepe programa at Che Stace level is weakened considerably,

One of the Few attempls to probe systematically the gubermatorial atti-
tudes on grant-in-aid isswes was undertaken by the House Subessmittees on Inter-
govermmental Relatfons in ite 1957 guestionnaire :urvqy.iglf Among the battery
of quescions posed to Governors were detailed gquestionz in four functional arcas
-=gfiployment security, highways, public health and welfare. Although there is
gome question about the extent to whilch the responses reflected the views of the
Governore rather than the program officials, all of the Subcommictes's question-
naires were ¢leared through the offices of the 3 Governors participating in the
BUFVEY.

Takle 2% Indicates that a majority of the Governcrs responding favored
expansion in public welfare and highway programs. A substantial portion aup-
perted expanslon in public health and employment securlty programs. A majority
expressed satlsfaction with existing Federal suwpervisiom. Omly & minoricy fa-
vored transferring some progrem respopaibilitles to provide a prester State role.
Suggestied general reforms included permitting fund tramsfer between program cate=
gories, substituting a klock grant for separate categorical grants and Federal
action to impruvc program administration. Among the kinds of specific actiom
most often mentioned were: (1) delegating more authoricy to fleld off fees--parc-
ticularly project approvali (2) leaving the details of administration to the
States by reducing the extent and the degree of Federal supervision; (3) simpli-
fying sdministrative procedures and reducing reporting requirements; and (4) con=
sulting with appropriate State officials before adopting rules, Tegulations and
standards which materially abfect State programs.

Professor Deil 5. Wright attempted to document furcher the Governor's
varying perspectives on Federal-State relations tn 1966. He found, between 1946
through 1966, that 160 formal poliey resolutioms were passed by the Governor's
Conference. Wright classified ecach of these resolutions according co the policy
action called for: Did the resolution urge more Federal activity or less? Did
it eall for more State activity, more local activity, or mere interstate actiom?
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THBLE 29.--RESPONSES OF GOYVERKORS (8 SELECTED FEDEHAL GRANT-IH-AID PROGRAME, 1957

Fadoral Transfer Legislation fsministracive
Adequacy of Fregram Supervision Besponsibility Urgently Heeded Hegpupes Needod
Tatal Ade= Ex= Hei= Elin= Sacis= Unsacis= Taa Lo Yes L Tes Eo

Fropram States* guate pand duce inate factory factory  Federal Gtate Lecal Ho o Federal Hrate Ho ___im.m[ Beate HNo
Fublic

welfare K ] a 17 1 1 il ] 2 7 = 12 4 | 1 20 3 2
Highways 26 1 15 a . 19 1 . B 1 10 12 - 3 9 3 z
Publie

healkh 2z 7 10 = - 15 5 - L] k| 7 17 - 2 14 3 2
Employment

EecubiEy 21 6 ] - - 13 4 L 9 - 10 14 1 - ] 2 1

*Heplies to indlvidual questions may not add o total for program because respoodents did pot answer all questions in every case,

Sopurce: W.5., Congress, House, Replies From EI:!H and Local Covermments Ta_ﬂn:tiamim on Imtergovermmental BEolaticng, Sixth Report
of the Comsbttee o0 Fovernment OperiaCions (WashingCon: Goversmant Printing Offiea, June 17, L9957}, p. 4.




TABLE 30.--RESOLUTIONS OF THE GOVERNORS' CONFEREHCE
BY TYPE OF ACTIVITY RECOMMENDED, 159G6=1966

Type of Humber of
dctivity Recommendad Resolucions
Less Federal activicy T
More Federal activicy a5
More State activity 73
More interstate activicy )
21gw

fadds to more chan 160 becauwse of double-counting.

Source: Deil §. Wright, "Federal Grants-In-hid;
Perspectives and Alternatives" (unpublished
manuseript]), Chapter VI, pp. 19-20.

Wright's general analysis of these resolutions highlights the somewhat
ambivalent perspective of the Govermors on Federal granmts-im-aid found in the
House Subcommittee survey. The resolutions were about evenly divided between
Ehos e nalling for greater edpansion of certain grant programs and those criti-
cizing {nplcmcntatiﬂn requirements. Most Governers did not appesr to wish to
turn the clock back onm Federal-State programs but were concerned about the impact
of these joint programs on their political and administrative leadership roles.

Views of other State officials.--A& L948 Council of State Governments

study based on a questionnaire sent Lo approximately 500 State adminiscrators of
fedorally aided programs found that ower three-fourths of the ﬂﬂ regpondentas bes
lieved the amount of Federal aid received should be infreaﬂudd—-gf On the orher
hand, only half felt the system of Federal grants shodld be expanded to include
new Prodrams .

Owver 70 percent indicated that Federal aid did not tend co unbalance
overall State programs. Almost 90 percent favored State budgoering and control
of Federal aid funds thereby making Federal aid funds subject to the same finan=
cial control as State funds, and almost three-fourths appeared sacfafied with the
provisions for State matching. Wearly 70 percent of che State respondents were
content with the 1948 apportionment prowvisions In grant progrems and & slightly
Larger prng?rtiun agreed that fund alloeations for thelr programs were satis-

fn:Lﬂry.lg—

Three questions in this survey were the same as those posed in a 1928
gurvey undertaken by the Hational Monicipal Lesgue snd were inclueded to compare
possible changes in attitudes over the 20 year period:

(1} Hawve Federal grants stimulated State activity with respect
te alded programs?

{2} Has Federal supervisiom improved 3tate standards of admin-
igtration and service?
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(3} Has Federal aid led to Federal interference In State af-
faira?

The following table Indicates the comparative responses.

TABLE 31.--RESPOMSES OF STATE ATMINISTRATORS TO QUESTTIONS
0N FEDERAL alp, 1928 AMND 1948

19238 L9485
thamber of "Yos" Humber of "Yea”
Quesciona Eeplies fhmmber Percent Replies Humbi=r Fercent
Question 1¥ 264 240 90, 9% 325 ans 93.8%
Question 2% 264 141 &8, & 17 223 70.3
Question 3% 264 16 6.1 izl 115%= 35.8

*#See text for above guestions.
#4Tneluwding 28 repliea which stated that interferemce was not burdensome.

Source! The Council of State Governments, Federal Grants-in-Aid, Report of the
Committee on Federal Grants-in-fid (Chicago, 1949), p. 280,

While mo basic chanze in attitude was discovered with respect bto the first two
guestions, the third produced a significant shift in opiniem. Very few State
afficials EFelt in 1928 that Federal aid led to Federal interference in State af-
fairs, but over gne-third of thg 1943 respondents believed thak it had.

The 1957 and 1953 hea[inga held by the Housc Inttrgauzrnmental Relations
Subcommittee covered a mumber of intergnvcrnmental problems, including grants-in-
aid, In summarizing its extensive hearing record om grants-in-aid, the Subcom-
mitbtes found: CFavorable matiovwide acceptance of the grant-in-aid principle and
of moat grant-in-ald programs; weaknesses in State government helped Eacilitate
the growth of Federal grant activities; the growth of Federal accivities was
taking place because the States, by constitutional and statutoery means, had re=
stricted their own poweras and those of their political subdivislons; and offi-
cialsof drate and local governments indfeated a fairly high degree of satisfac=
tiom with Federal participarion im existing grant programs, but much of the dis-
satiafactlion concerned grant programs using narra? categories to promote special
objectives within & general field of actiul:y.lg&

The 1263 survey of the Senate Subcosmitcee on Interpovernmental Rela-
tions selicited the views of State snd local officials "concerning the nature of
and puisiblc solution Lo contemporary problems confronting our federsl sye-
tem." A questiommaire, distribwted to 6,000 State and local officials, ex-
plored three major areas of Federal-State-local relations: Federal grants-in-
aid, taxation and revenue, and mecropelican problems. Total returns repregsented
less than an 8 percent response race and indicates some of che complex problems

of gauging grassroots official opinion im the field of intergovernmental rela=
tioms.
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The Subeommittee report found that twe middle opinion groups--the "mod-
grate conservatives" and "moderate lihnrnl:”-rrcpresenting over 75 percent of
the respondents, while differing ideclogically, often shared & common outlook om
many specific probless. They believed that the Federal Government's role tended
toe dominate cthe three-level ayastem o che detriment of State and local govern-
ment. AL the same time they saw the need for a number of new grantes-in-ald and
greater emphasis on collaboration in developing program inmowvations. Most felt
that Federal organizational requirements for State and local povernments were too
rigid. Further, they urged use of inecentive grants by the Federal GCovernment to
induce State and local governsments co adopt new organizatiomal forms. The Sub-
committee obaerved rhat:l08

The underlying factor explaining thess . . . positions is the
deglre on the part of these respondents to simultaneowsly
achleve expanded organizational automomy wis=a-vis Che Federal
agencies, a simplification and greater standardization of Fed-
eral accounting and auditing practices in the grant-in-aid
area, and a strengthening--even with Federal assistance=-of
thelr own adminiscrative scructures and practices. Though the
particular mesns of implementing these three objectives are

net always consglstent with one another, all are viewed as
necessary ways of invigorating the State and lecal governments.

dpecific features of the Federal grant=-in-aid system received many
criticisms although most of these State and local officials just as vigorously
supported the grant-in-aid principle. Two-thirds of those responding felt that
Federal grants had caused an unbalance in services carried cut by other levels
of government. Many felt that the equalizstion factor had been carried abeut as
far as it should be. Virtwally all agreed that more unifermity was meeded in the
apportiomment and matching formulas of grant programs and that Congress should
standardize definicions of frequently wsed terms in grant legislationm.

Thers were, however, sharp differences of opinion beruesr Srate amd
local officials om the State's rele in the grant-in-aid svetem. On Che guestion
of whether all Federal grangs to local govermments should be channeled through
Btate governments, opposition was indicated by 74 percent of the Mayors and 62
perocent nf05?: city managers, while county officials divided equally on the
guestion.=——~' (m the ether hand, &4 percent of the school board members and al-
mogt all Btate offficfals (98 percent) supported such channeling. Generally,
local officials from jurisdictions cwver 50,000 population rejected more stromgly
the idea that the exiscing network of direst Federal=local relationships is un-
desirable than those officlals representing amaller communities.

Another 1963 survey, conducted by Professors Deil 5. Wright and Richard
L. Kcanow, probed t?Eﬂ lews of Stete executives administering grants, as well as
other agency heads. 0F the nearly 1,800 persons surveyed, 933 responded and
of these nearly one-third setwved with departments where Federal aid constituted
50 percent of more of the budget. The views of these State grant administrators
are highlighted in Table 32,

The authors” analysis of the firat question--the stimulative character
of Federal grants==pointed ouwt that despite the lack of objective data, a major-
ity of these State executives believed that the fiscal effects of Federal grant
programs arc stimulative. This survey, however, revealed considerably less than
the 90 percent-plus alfirmacive responses disclosed in the 192E and 194E surveya.
In a larer study Wright concluded that even though the definition of stimulation
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wias more preclse in his 1963 survey, Federal grants are nut%gﬁger perceived by
State officlale as being as stimulative as they once werei=——=

Given the expansions in scope and the large consistent finan-
cial inereases In Federal grants, these altered perceptions by
State exccutives probably reflect socme actwal changes in the
cilfects of grants on State programs.

n the second quc:tin‘n, the Wright-Meinow survey verified an adminis=
trative pmhlm aften cited in ecarlier Surveys as a source of diffieulty to State
executives, with the uncertainty or difficuley of escimating Federal aid funda
being noted by two-fifehs of the respondents .

TABLE 32.-=VIEWS OF STATE GRANT ADMINISTRATORS ON
FEDERAL CRAMTS-IN-ALD, 1963

Hational Percentage
fuestions Responding e

1. Do Federal funds increase the amount of
funds raised by the State? 2%

2. Does Federal aid soem uncertain and diffi-
cult to estimate? &0

3. TIs your agency less subject to supervision
and control by the Covernor snd legisla-
ture because of Federal aid? 50

4. If Federal aid did mot have restrictions
on how the money is spent would you alla-
cate the funds differenctly Erom the way
they are preseantly spenc? 54

Bource: Deil &, Wreight and Richard L. MeAnow, "American State Administrators:
Scudy Code and H.I.IE:I-.!'EI]. Tabulations for the State Administrative Offi-
cials Questionnaire,”" Depactment of Political Science and Institute of
Public Affairs, The University of Iows, Iowa City, Iowm, January, 19465,
&0 pp., mimeo,

The third question sought o determine Che extent of line agency admin-
iztrators’ independemce from top policy control. One-half of the respondentcs
freely acknowledged that where Federal ald programs were involwed, they were
legs auhj-e—u:r. to the gupervision and contral of State pnlil;:,r as established I.a-}'
the Governor and leplslature. Wright polnted out that "it would be difffcul: eo
imagine a clearer demonstration of policy and administrative impact of Federal
grants on the organization asnd functioning of State govermment i?ﬁ the admis-
sion of autonomy by half or more of State grant administrators .._-.:

The last question In the Wright-Mednow study revealed that a majority

oF State executives believed that present program distributions discort the allo=
cation of State fiscal resources.
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In commenting on the fairly even overall division of opinion r:gardiT!
the effects and relationships engendered by Federal grants, Wright cnngluded:_,lf

[The State Executive] perceives benefits accruing from grants
but finds their comstraints, complications, and consequences
far less than desirable. This conflict situacion prevails
with respect to both individual executive roles and the aggre-
sate character of grant administration at the Stace level.

A more recent survey of State opiniom on this subject was wndertaken by
the Council of State Governments for the Mational Association of State Budget
Officers. EBased on an open-ended gquestionmaire, this report listed 69 types of
impediments under 13 major headings as reported by 23 Ststes. The major diffi-
culties with respect to the impact of Federal granc-in-ald Ern tams on Stake
organization and administration were summarized as fullaua:ﬁlgﬁ

® Excessive profgram categorizacion hinders owverall planming and
coordination: the relatively narrow categories do not alwavs
lend themselwves aingly or collectively to broad State needs.

# Lack of coordination exists among Federal agencies) many Fed-
eral grant administering asgencles have similar and overlap-
ping functions, deal with the same State and local agencies,
and have different precedures and requirements.

# Certaln Federal requirements conflict with State comstitu-
tional or legal provisions.

® Arbitrary standards or requirements characterize many grant
programs .  Diversity among the States L8 not recognized ade-
guately in the formulation of many Federal standards or regu-
lations.

o Merit system requirements do not allow flexibility in perason=
nel management. Such requirements in certain grant-in-aid
programs have tended to perpetuate & rigld civil serwvice
philosophy to the exclusion of new ideas in hirving and re-
taining the most competent employvees.

# The [nordinate length of time rvequired by some Federal agencles
te render a final declslon on applicacions makes it difficult
for States to planm and program. Delayse in reporting the ac-
tual alletments further complicate State program planning.

& Timing problems are created In that many Federal programs
enacied by Congress in the Fall are retroactive to July of
that Fiscal year, thereby providing insufficient time for
States te plan and implement the program. Some Federal grants
allot funds six months or more before the State can get en-
abling legislation passed to receive and match the funds,
This is further complicaced by the fact that many State legls-
latures still meetc only every Lwo years.

® Reporting requirements are detailed and burdemsome., State
program asnd fiscal reporis to the administering Federal unit
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are a considerable burden when required in excessive nusber
or detall, or in great variatiom in format and [requency.

# The eingle agency requirement in several Federal grant pro=
grams frequently restricts the discretiom of Governors and
legislatures in administrative organization.

s State apencies which have overall jurisdiction over certain
fields are ignored in the increasing number of Federal pro=
grams which deal directly with local governments and this
creates administrative and policy problems at the State and
local levels.

¢ Federal program sudits fregquently require State agencies Co
retain records for an excessive period and give little or no
recognition to State systems of comparable gualicy.

The Council report concloeded that while manmy Ei EhE reaponges indicated
that Federal program requirements are often excessiver2id

The listing of problems. . . should net obscure the fact
that, within the framework of the categorical grant syatem,
much satisfaction also exists. Many State administrators
reported that they were Egn:rqlly satisfied with rheir re=
latioms with national administrators. The fact that Federal
aid programs have worked successfully for 50 years would
indicate that cthere are more satlsfactions than complaintsa.

Unofficial findings that wnderscore several of the above observations
stem from the many tripas of Farris Bryanmt, Director of the 0ffice of Emergency
Plamming, and his interagency team of Federal officials to the States. Inade-
quate funding, poer consultation, meager grant=-in-aild information, ezcessive
categorization and overlapping, "brypassing,” timing and the "skewing" cffect
of grant programs on 5S5tate budpets--these and many other grant-related problems
came up during the course of these unique dialogues among Federal administra-
tors, Governors and State administrators in the field.

Views of local officials.--At the State level the complex and Ere-
quently confusing set of relationshipe involwved inm Federal grant administration
has produced strong and varvimg reactlons. Two recent surveva of local offi-
cigls, however, indicate that, in generval, diffficulties encountered by the
local govermments are Fairly specific snd should be considered in the context of
an overall pragmatic acceptance and implicit endorsememt of Federal aid programs.

The 1963 survey by the Senate Subcommittes on Intecgovernmental Rela-
tionms placed three=-fourchs of all the respondents in a broad "middling" category
that was willing to aceept--as a matter of practiecal net¢:5£}3——?tdgr;l grants
a3 a bagilc method of alleviating certain common prnhlnms-llﬂ A aomewhat higher
propertion of the responding officials from general local governments than £rom
State governments fell in this group. Mosr of the loecal executives preferring an
anti-centralist and pro-devolution policy regarding grant programs came from
smaller juriadictionms or were city managers. General acceptance of the middle
ground in no way precluded speciflic criticism of existing arrangements and rela-
tionships, howewver. For example, more than three=fifths of the local general
govermment respondencs falt that the present system of Federal Erantg-in-aid
caused an imbalance of emphagis in State and local programs of governmental
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gervices. Moreover, half felt that Federal grant=in-aid organizational require-
ments hampered the flexibility of State and local govermmental strecture. AL the
same Lime, by nearly a two-to-one margin, lecal general governoental respondents
rejected the notion that there are too many instances of direct national-local
relaticenahips.

A 1966 survey of city managers undertaken by the Internatiomal Cicy
Hanagers' Association revesled the rypi n; gramt management problems that eon-
front local govermment administrators.Ll3/ A general theme running through all
of the responses stressed the need for improved commmication between Federal
and local offieials. OF specific concern was the meed to have timely information
on new programs and similar programs administered by different agencles at the
Federal level. Lack of coordination among various programs with the same or re-
lated objectives was also cited as a basic difficulty in & number of responses.
The managere felt that there appeared to be wvery little effert among various de-
partments and agencies bto relate similar progrems to each other and to planning
efforta vwndertalben in orher areas.

Several managers said that inadequate understanding of local government
organization and procedures was evident in the development of grant programs and
supporting puldelines. Many alleged that oo many Federal administrators simply
do not know very much generally about cities and partieularly about the differ-
ences among cities caused by State laws, charters amd Local politices. They con-
tenmded that the Federal Government too often is concerned with the adoptiom of
particular structures to accomplish cercain objectives. The requirement for
citizen advisory committees was clited as & major example of this. The degira=
bility of operating Federal programs throupgh existing wunits of general local
government--rather than encouraging creation of speclal districcs or special-
purpese semi-autonomous agencies-=-was also stressed. Many Danagers Bugpested
that grant programs could be more effective Lf they were directly geared to
broad commmity objectives rather than to narrow, specific programs.

Particular concern was expressed regarding the budgeting difficulties
created by uncertainty surrounding the Ifnauguratiom of new programs and the alow
processing of grant applications under existing programs. The extended period
for the development of implementing rules and guidelines coupled with the diffi-
culty in receiving definicive information concernming the status of applications
was cited 85 a major factoer injecting uncertainty into the local budgeting pro-
CRES.

Testimony by Hayvers during the second phase, February and March 1267,
hearings before the Senate Subgommittes on Intergovernmental Relations om "Crea-
tive Fedoralism also reflected a generTal acceptance af basic Federal grant con-
copts, while identifying some specifie problemns ereated. L8/ The need for local
program coordination and good comprehensive planning was emphasized., Some en=
dorsed the concept of a single comprehensive plan tyimg together various func-
tiomal plannming requirements, and serving ag the basis for inicial eligibility
for all Federal programs. The need for predictable funding and timely indication
of the status of applications for grants was mentioned and reliance on general
uniits of local government was urged .

The Mayors' testimony during these hearings and local officials' re-
plies to the parlier Semate Subcommittee survey both reflected a genmeral feel-
ing that Statee mest make & greater efforc to assist their local governments.
More than half of che local government respondents expressed reluctance to have
all Federal aid chammeled through State government. Some gqualified chelr response
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by indicating that charmeling could serve to encourage a stromger role for the
Staces in dealing with the problems of local governments., One big-city Hayoer
testifying before the Muskie Subcommittee felt that State invelvement had to be
far greater to earn commnities' confidence. Some Mayors were rather vehement
in oppoeltion to any State involvement whatever in Federal gramte for urban de=
welopment .

*F % HF W W

These various atcitudinal surveys suzgest thal:

{1} wWith the increase in the number and magnitude of grants,
the belief has grown among 5tate and local officials
that Federal aid has led to greater Federal interference,
especially in purely administrative matters, and is
tending to exert 8 less stimulative and more coercive
impact.

{2} Concurrently, there has come a growing acceptance of the
grant=in-aid principle, but accompanied by a desire for
a nuwher of specific reforms in the system==including
greater flexibility in organizational, personnel and fis-
cal reperting Tequirements; greater uniformicy in
matching and apportionment Formulas; broader categories;
improved intra-agency, interagency and Incerlevel coors=
dination; and greater certainty and better timing in
Federal grant funding practices.

(3] With growing grant involvement in various new aress,
the attitudinal eleavage between line agency program ad-
ministrators and political decisfon-makers has become
more pronounced; many federally aided State program ad-
ministrators feel they are less subject to gubernatorial
and legislative eonerols than their nonalded colleagues;
Federal aid administrators at the middle management lewvel
are becoming more concerned with the professional and
organizational well-being of their State counterparts,
are not particularly sympathetic to the management amd
policy needs of Governora and leocal executives, and some-
times are not fully cognlzant of the poliecy and political
milieu In which their own Cabinet Secretary mwst operate.

(%) Finally, with the increase of Federal-local grant pro=
grams, & divergence of opimion has emerged between State
and local officials with respect to the 3tates' role in
grant=-in-ald operations.

The source of many State and local difficulties wich the Federal Erant
gyatem lies Lo a great extent ab the Federal lewvel, as indicated by these wviews
of State and local officials and the earlier amalyais of grants-in-aid and Fed-
eral administrative machinery. Yet the Federal grant system is,. after :11, one
of shared intergovernmental respomsibilities. It is relevant, cherefore, to
examine which Stace and local governmencs” role in adwinistering che grant
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gyefem needs to be strongthened. We first view the role of the Governor snd the
State legis’isture.

The Governors Role

The evolution of the governorship has been described as procecding Erom
"the detested minfon of rural power, to EtEP?Dﬁ of legislative demination, to
popular figurehead, to effective executive. 117/

Early State constitutions reflected the almost umiversal distrust of the
chigf executive that resulted from the conflices between the Royal Governors and
elected legislative bodies during the pre-Revolutionary period. This anti-
gubernatorial bias of most State constitutions grew with the Jacksenian emphasis
on rotatlon-in-office and direct election of warlous officiala, the separate,
multi-menber commissions spawned by post Civil War reformers, and finally the
renevwed direct democracy drive of the progregsives. It gencrally was reflected
in shott terms of office, vestrictions upon eligibility for re-election, the
election of lesser executives, restraints on the Governmor's appoincive and re-
moval power and limited weto awthority.

GCradually, however, the trend to legislative domination was reversed
and the governmorship began to acquira new statuws., Legislative abuses in the
late nineteenth century resulted in constitutional restrictioms upen legislative
gction and public acceptance of the Governor's duty to take am active part inm
the legislative process. The administrative reorganization movement in the early
decades of the twentieth century also strengthened the office of the Governor.
The firet reform movement attacked the proliferation of State governmental
gpencies; it was soomn followed by offorts to lengthen the Governor's term of
affice and increase his appointive and removal powers. More recently, teform
has focused on the management role of the Governor, particularly in the fiscal
area, and this resulted in expanded gubernatorial autherity for budget prepara-
tlon and execution,

The Governor's role now L8 conditioned by a complex "set ofF relation-
ships to other parts of the governmental and political system--to the legis-
lature, to the heads of major departments, to the bureaucracy, to his political
party and to the opposition gfﬁﬁr* te the press, to the electorate, to a
varlety of interest groups."===' He is expected t¢ be a poliey leader and chiel
administrator. The former ilnvelves developing programs, dramatizing their sig-
nificance and seeking thelr epactment. The latter role involwves providing lead-
ership in seelng that policles ave eatablished onm & continwing basias and carried
out properly. Ho Covernor can lgnore efther role safely; popular expectations
and hie own political position combine to assure gubermatorial comsnitment.

Leadership in grant coordination.-=-& number of Governors have exerted
laadership idn recent years in desling with the Federal Government on mattera of
Federal=5tate coordination of grani-in-ald programe as was neted previously.
Forty=gl= States have established liaison undts to coordinate Federal programs.
These units vary grestly in structure and power. The State plamming agencies
in Delaware, Georgia and North Carolina have been assigned the responsibilicy
for coordination. Some States, including MNew York and Rhode Island, have estab-
lished sn interdepartmental committes or task foree om a eontinuing or ad hoc
basis to make studies and recommendations to the Governor and legislature. Im
others, such ag Comecelent, Illinois, Loulsiana and Vermonmc, the Governor has
deaigmaced am offlclal in his office er in the department of administration to
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coordinate efforts. To complement these efforts, 13 States as of July 1967 had
establizshed an office in Washingtom, D.C.

To expedite coordination a number of States regquire agencies to obtain
the approval of the Governor before entering imte grant negotiations with the
Federal Covernment. This procedure provides am indicatLﬂTIEF the patterm of con=
trol the Governor has in participating in Federal grants.—

In 18 sStates the approval of the Governor is required and in 18 It is
not. The situation varies Iin ten States where gubermatorial approval le required
only zometime. In four States some other form of approval is prescribed--
approval of the budget commission, of the Covernor and the legislature, of the
Covernoer and the budget commission or of the budget and control board. New York
requires State agencies-=since 1966--to notify the State Director of the Budget,
the Chairman of the Senate Finance Committee and the Chaivean of the Assembly
Ways and Means Committes of all applications, contracts agreements or plans for
utilizing Federal funds. New Jersey has a similar prﬂcedure.

Other Governors have issued executive orders reguirinmg each State
agency applyving for Federal funds to File with thelr offices a report on the
purpose and planned use of the grant, the =most recent belng Maine and Delsware
(1967%. Ar leasc wwo States have enacted legislation concerning the problem of
salicitacion of Federal grants by line agencies. In Virginia, pursuvant to 1962
legislarion, the Governor must give his weitten consent and approval to any
State ageney aoliciting or aceepting Federal grants. In 1961, the legislature
of West ¥Virginia prescribed approval by the Commissioner of Finance and Adminis-
tratlon of any transacticon contemplating State matching of Federal funds,

Finally, as a group the Governors through the National Governors' Com-
ference have moved to strengthen thelr position wig=-a=wvis the large and growing
yolume of Federal grants to States, The Conference in March 1967 opened an
Ofifice of Federal=5tate RKelations 1n Washington to provide llaisom between the
Governors and State agency heads and their Federal counterparts om a number of
special subjects of intergovermmental coneern.

The overall powers of the Governor.--Despite these comstructive efforts,
the findings of the field trips of the Federal Office of Emergency Plamming and
of Bureauw of the Budget task forces suggest that much more needs to be done to
improve the Governor's position in the management of federally aided Stace pro-
grams. His role here clesrly relates to the broader administrative guestion of
the degree to which he is truly the chief executive.

The chief executive's overall leadership position depends im large part
on State comstltutional structure. Effective leadership is conditioned by the
length of his term and eligibilicy for reelectiom, snd by the extent to which he
ahares executive power with other elected offigials. It is affected by his
appointment and remdval powers, comtrol over finance and personnel and other
direct adsinistrative awthority. It is influenced by his formal legislative
powerE==especially the item wato.

In considering what needs to be dome 0o strengthen the Governor's po-
gition in the mavagement of federally sided State programs, therefore, it is
necessary to lock at che major legal provisioms--particularly constituetional--
that define his formal powers as chief ewecutfive.
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The "lopg ballot."--A Governor's policy-initiating and top management
roles depend to a great extent on his asutherity to appoint executive BEEDCY
heads. Strong appointive powers over heads of State agencies responsible for gd-
ministering Federal grant programs put him in a much better position to coordinate
and program the multitude of Federal grants om che basis of the State’s overall
needs .

In practice, this suthority is ofcen circumscribed by the "long ballet"--
the election by the voters of many Stace administrative officials. Te is further
restricted in some Statee by the legislature's election of one or more adminis-
trative officlals.

Table 33 shows that while many States have made progress im reducing
the number of administrative officials elected by the voters or the legislature,
the number in most States s setill large. It ranges from 1 (Mew Jersey and Ten-
nessee} to 110 (Horth Carolina), with the median falling between & and 9. For
popularly elected officiale alome, the range is from 1 to 36 (Michigam) and the
median is B.

In many States such elected officials as the attorney general, treasurer,
secretary of state, auditor, superintendent of education and public weilitles
commissloner temd to head agencles or departments that were established several
decades ago. Some of these agencies, however, mow receive grant funds, especially
the State educational agemcy. Other more tecently established sgencies, such &s
health, welfare, highways and conservacion, tepd to be headed by appointive of-

Eicials snd wsually recelve a major portion of their operating funds from Federal
assistance Profgrams.

Table 35 ranks the States according to the mumber of agencies headed by
a single elected administratoer or by an elected board governing the policics and
top appointments of such agencies. Elected officials of public utiliey commis-
sions and judicial agencies hawve been excluded.* As distinguished from Table 33,
this table emphasizes the oumber of apenclies that are headed by elected indi-
vidugls or boards and thus removed from the Governor'e power of appoiniment.

Varigtions in the appeintive power,--The Governor's power Lo appoint
administrative heads iz not a wnlformly potent teol for influencing program ad-
ministration because the constitutlon amd statutes ma dify the way he can use
it. The range of these modifications 13 as follows:120

® The Governor has full appointive powera--the Governor alome ap-
points cthe agency heads in charge of the funccion; no conflirmatcion
requiread.

® The Governor has substantial apprintive powera==-the Governor
appoints the official subject to confirmation or approval by
the Senate, either house, both houses, a departmental board
of & council. The Governor also hss subatancial sppointive
powers Lf the official fa appointed by a board, commission,
or agency head subject to the approval of the GCoverpor. Fi-
nally, the Govermor may influence the appointment if it e
made by an agency head whe is selected by the Governer and
serves at his pleasure.

*  Sixbeen States have elected public utility commiasions.
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TAELE 33.--STATE QFFICIALZ SELECTED BY POPULAR
AND LEGISLATIVE ELECTION, 1967

Toral 5tate Elective QOFfEicials®
GOvermnors,
Lt. Governors
and Heads of
Single-Headed Roard Members
fgencies-= Elected Elected by Elected by

State Elgcted at Large At Targe Distriet Legislature

Alabama
slaska
Arizoma
Arkansas
California

a0

1f

i el =

Colorado
Connecticul
Delaware
Florida
Georgia

WO DR Eh gh LA

Hawaii 2/ 11
Idaho
Illinais
Indiana
lowa

=l =i = £0
=3

Kansas

Kentucky

Louisiana 1
Maine

Maryland

11
/ 7

w-nl-‘wlrﬂhhn

Massachuserts

Michigan

HinnesoCa

Mississippi 1
Missouri

a2
12

[ =T -

Montana
Nebraaka
Kewvada

Hew Heampshire
Hew Jersey

12
1d

PN - -
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TABLE 33 (CONCL'TY).==STATE OFFICIALS SELECTED BY POPRULAR

State

AND-LEEGISEATIVE ELECT TON; 1967

Total State Elective Officials®

VeI TOTE ,
Lt. Govermors

and Heads of
Single=Headed

Apencies--

Hew Mexico

Mew York

Horth Carclina
Horth Dakota
Uhio

Ok lahoma
Oregon
Pennaylvania
dhaode [sland
Zouth Carolina

Zouch Dakota
Temnessee
Texas

Utah

Vermont

Virginia
Washington
West Wirginia
Wiscomsin
Wyaming,

Elected at Large

7/

a2l
10
11

L]

1

B A sl e OO D U LR Oh fa

[ T = T

goard Members

Elected
At Large

Elecced by
Discrict

10

23

! Covernor and Secretary of State elected on same ticket.
! Gowernor and Lieutenant Governor elected on same cicker.
f Four additfional department heads are elected by the legislature.

Elected by
Legislatura

13
100

10

#—Offictaleof publicutility commissions and jedicial agencies arte ot in=
cluded in tabulstlion.

SONTCe:

(Chicago:

The Book of the States, Vol. AV, p. 151, and Vol. XVI, pp.
The Council of State Governments; Elective Qffices of State

137=41

and Locsl Goverpments, 1967, Preliminary Report, August &7/CG=P-1

{Waghingtond

Bureau oF the Census).

218



TABLE 34,=-=STATES WITH AGENCY ADMINISTRATIVE HEADS (SINGLE OR
BOARD) SELECTED BY POPULAR OR LEGISLATIVE ELECTION,* 1947

Up to Three Elected Administrative Hemds

Alaska Mary Land Tennesses
Hawali New Jersey Virginia

Four to Five Elected Administrative Heads

Cormecticut Hew Hampahire Utah
Delawvare Hew York Vermont
Florida Oregon Weat Virginia
Maine Pemnnsylvania Wigcon2in
Hissouri Ehode Tsland Wyoming

Six to Seven Elected Administrative Heads

Alabama Illinois Minnesota

Arizona Indiana Monmtana

Arkansas Iowa Hebraska

California Kentucky Hew Mexico

Colorado Masgachugelts Ohio

Idaho Hichigan South Dakoea
Taxas

Hore Than Seven Elected Administrative Heads

Georgia Hississippi Horth Dakoca

Eamsas Hewada Jklahoma

Louisiana Herth Carolina South Carolina
Washington

®hovernors, public utility commissions and judicial agencies
and officials are not included in determining State rankings.
For purposes of developing an index, boards are counted as one,

Source: The Book of the States, Vol. ¥V, p. 151, and Vel. ¥VI,
PRp. 137=141 (Chicago: The Council of Stace Govern-
mentsl); Elective Offices of State and Local Govern-
ments, Census of Governmente IEET, Frglimipary Report,
August 87/CC-P-1 (Meshington: Buresu of the Censuz).
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# The Governor has limited sppointive powers--the appointment is
made by a departwent, board, commission or council without ap-

proval by the Governer.

Alao Lncluded in this category are

appointments=-=requiring Senate approval--made by an agency
head who himself was not selected or approved by the Gowvernor.

® The Governor has no appeintive powers==the official 1s popu-
larly elected or the appointment is made under civil service
procedures with the Governor exerclsing litctle or mo diascre-

Eiom.

cfal iz elected by the legislature.

This category also includes instancea where che offi-

dpplication of this classification system to the appointment procedures
governing the selectlon of the heads of certain key agencies provides ome index

of the Governor's formal power inm this arca, as indicated im Table 35.

The six

line functions are heavily invelved in Federal grant programs.

TABLE 35.--CEMERAL STATE RAMKINGS OF GOVERNORS' FORMAL POWER TO
APPOIMT HEADS OF SELECTED AGEWCIES . * 1966

California
Indiana

Alabama
Alaska
Atkansas
Comnecticut
GCeorgia
Hawaii
Idaho

Flerida
Towa

Arizona
Goloradoe
elaware

Very Strong

Kentucky Pennaylvania
Maryland Tennessee

Strompg
I1linois Hevada
Eansas Hew Hampshire
Louwisiana Hew Jersey
Massachusetts Hew York
Michigan Horth Carclina
HMinmesota Horth Dakotas
Hebraska dhin

Madium
Maine New Mexico
Missouri Texas

Weak
Mississippi Ok lahoma
Homtana Oregon

Virginia
Washington

Bhode Island
South Dsekota
Teah

Vermont

Weat Virginia

Hyoming

Sputh Carelina
Hisconsin

%#5tate agencies analyzed are budget, public instruction, healch,
mental health, welfare, highwaye and conservation=-natural re-

SOUTCEE .

Source:

Baged on data from Council of State Governments, Book

of the Statea, 1965=-1%66; snd 1966=-1967.
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Covernors of 34 States are accorded "stromg" or "wery stromg” powers of
appointment over State budget units and key agencies administering Federal grant
programs. In eight of these States the Governor is provided with "wery atrong"
formal appoimtive powers. The chief exceptiom is his power over the appointment
of the head of public instruction. In 16 States the Governor's formal appointive
powers range from "weak" to "medium"; here the Governor may have more difficuley
In coordinating Federal grant programs. While the ranking of the States in
Table 3% underscores many of the variations in formal appointive practice, two-
thirds of the Governers do have substantial or full power over the heads of
these agencies.

All of the States that have undertaken major State govermmental re=
vigions in the last 50 years rate hLEhly in this table. The ploneer in EHEEpiﬂg
State administrative reform, Tllinois {lgl?}, arill ranks high. cCaliforaia,
Indiama, Kgﬁtu:ky and Temmessees f£all in the top category, because their Gowvers
nors in most instances appoint agency heads withouwt legislative approval. Of
this group, Tennesses's chief executive is given the most complete appointive
powers; none of his appointments to top posts In the seven agencies surveyed Ls
subject to legislative confirmation. MAmong the other seven highest ranking
States, the Covernor's power is somewhat more restricted, cepecially in the field
of education, with the head of this functiomal agency either popularly elected
or appointed subject to legislative confirmatiom. In some instances for these
top seven States, the heads of the health, mental health or welfare agencies are
selected by departmental boards, with or without the Governor's approwal.

Overall, it 1e not surprising to find the greatest limications placed
on the GCovernors In thelr appointments of the heads of the 5tate educatiomal
agency. In &5 States, the Governors' appointive powers for this function are
restricted or nenexiscent. By way of contrast, in welfare, the Governor has
full or substantial appointive powers In 31 States: in health, he has comparable
power im 30 States; for highways in 29; for mental health in 25; and for conser-
vation and natural resources in 24 Srates. A summary of the Governors' power to
appoint the heada of the six funckional agencies is provided im Table 36.% The
most common limit for all categories is where the agency heads are appointed by
& departmental board or commission.

*#  For further details, see Tables A-25% through A-31.
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TABLE 36.--HUMBER OF GOVERNORS EXERCISING VARIOUS DEGREES OF APPOINTIVE
POWERS OVER HEADS OF SELECTED FUNCTIOMAL AGENCIES, 1966

Conservatlons=
Public Mental Hatural
Instruction Health Health wWelfare Highways Resourcres
Full | ;| 5 5 11 a
Subztantial i 22 20 25 1B s
Limited 22 13 1% 16 la 12
WomLE 23 1 - 1 2 -
Ochers - 1 L] by 23 14

*Wo information is available or no single agency or individual is assipned respon-
gibilicy for fonctiom.

Source: Baged on data Erom Book of the States 19&&—1965, BP- IQ?-IEH; Book of

— e —— e e T Ty

the States, 1966-1967, pp. 137-143.

A number of extra-legal facters, of course, tend to modify these warious
racings. Prnbably the mest important s the extent to which a Qovernor or Euhar-
natorial candidate infFluences the sglection of his partjr: candidates for the of-
fice of public instruction and other elective posts. In many States such office
holders are members of Che Governor's "team." Om the other hand, it is not un-
usual to Lind that these lesser executive officials have developed considerable
independent potential suppert, and in these instances the Gowverner's influcnce is
less pronoumced. He may alse find his authority restricted by special interest
groups who traditiomally have been & dctcrmining factor im appointments as well as
in program and expenditure policias.

ﬂgpinistratiu: boards and cmq!;::inn:j AFCTICY Erﬂlif:ratiug.——ﬂnﬂth:r
Factor tending to weaken the Gavernor's formal authority over State administracion
is the large number of multi-member boards and commissions administering State
Programs . Frcquqntly their mgmhatship is hipattisanl with fixed and averlapping
terms. Sometimes, moreowver, the terms are lﬂngnr than the Governor's. This ad-
ministrative pattern ie commonly found [n the healch and welfare agencles and in
a fairly large number of highway departments. Finally, the Governor's influence
over boards or comnissions is diminished by the extent to which thelr members are
elected or appointed by someone elae, On the other hand, he may emert some influ-
ence by his oun membership on the board or commission.

In the summser of 1967 the Hational Governors' Comference, at the request
of the Advisory Commission om Imtergowvernmental Relacions, surveyed the number of
Srate departments and agenciea, the method of selectlion of their heads, and the
number of agencles involved in administering Federal grant funds. For the 45
States responding, over ome-half of the agencies were administered by boards or
comnissions, as shown in Table 37. 0Of these, about twe-thirds were bodies whose
members were all appointed by the Governor. The degree of their control by the
Governor, however, depended on factors noted earlier, e.g., the extent of over-
lapping terms and the length of members' cerms. Finally, on the average, the
Governotr himgell served on & of the 36 boards or commissions.
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TABLE 37.--AVERAGE NUMBER OF ADMINISTRATIVE AGEWCIES IN 43 STATES,
EY TYPE OF HEAD AND METHOD OF SELECTTON, 1967

Agencies
All administering /
Item Agencies Federal Grantg%
Single-headed agency
Appointed by Governor 18 B
Elected or atherwise mamed 13 &
Subtetal il 12
fioard or commission
All members appointed by Governor 24 7
Some members appointed by Covermor L 1
Members elected or otherwise named [ _;
Subtotal 36 10
Humber on which Governor served 4 n.&.
Total 67 22

n.&. = Data not available,

1/ Based om usable responses from 40 States.

Source: Questiommaire addressed o State executive office by Mational Governors'
Conference, Summer 1967.
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This, in 23 States covered in a 1950 survey, only twoe had fewer than 50
agencies, nine had over 100, and the average number was %1, In contrast, che
1967 Covernors ' Conference survey showed that of the same 23 States, nine had
fewer than 50 agencies, [our had over 100, and the average number was 7. Seven-
teen showed & reduction, five an increase, and one ne change.¥

The pressures for separatism in administrative activity in the cxecutive
branch have been well summarized by Professor Willbern:122/ the "normal” drive
for agency autonomy; & tradition of separate respomsibility to the electorate;
“"reform" movements for special functions; clientele and interest group attitudes;
professionalism; functionalism==-close program ties between State and Federal
grant=in=-ald administrators; pelitical divisions beotween the legislature and the
governor; and dissatisfaction with State political processes. Many people be-
lieve the sysitem does not produce gualified and responsible elecrive leaders.
Interest group polities, "independent” boards and commlissions, professionalism,
and program loyalties thus become the basic means of athicving ar nduaucing pu=
litical, soclal, and econcmic goals.

Veto,==The Governor's weto power over bille passed by the legielature is
another factor affecting his Fformal strength. While the veto power does not di-
rectly control adalnistracfon, ic gives the Governor authority to reject pro=-
posals of agency heads who have bypassed him to obtain support of the legisla-=
rute, The ilem weli ig etp:tilllj wyeful in swch ¢£r¢um.;an¢gi,igé: Moreover;
it ean also serve as a veapon to ward off grbitrary legislative encroachments om
the executive branch.

Except inm North Carolina, the Governors are all accorded veto powers.
The effectiveness ni i?ﬂ execubive veto power depends wpon the presence of the
following elements:

{1} TFive or more days for the Governor's consideration of bills
during sessions.

{2} Ten or more dayas Eor consideration for kills after adjouwrn-
ment .

{3} Two-thirds of the eglected members of the legislature to
averride a vetbo.

{4) Pocket weto--bills die after adjouwrnment wnless aigned.
{5} Item vere of appropriation bills or parts of all Billas.
{6} DPower to reduce lvems of appropriation bills,

() Governor may submit amendments to bills and return them
to legislature.

* TFor State-by-Scace detail, see Tables A-32 and A-33.
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A higher proportion of single-headed than multi-headed agencies admin=
igtered Federal grants, &5 indicated in the right hand columm of Table 37, Thua,
the diffusion of gubernatorial power through multi-headed agencies was leas seri-
ous In the control of grant-aided programs than in State programs generally.®

Table 37 reveals another facet of State govermment which fosters admin-
istrative pluralism--the great number of separate departments and agencies., The
average for Che 45 respomding States in 1967 was 47, (It should be noted, how-
ever, that fngofar as span of control is concerned, the average Governor has con-
giderably fewer scparate adminigcrative agemecies to cope with than does the Pres-
ident of the U.5.)

York Willkern has described the forces ceusing preliferatiom of adminis-
trative agencies:l2l

Gespite some evidence of distrust, Americans have not hesitated
to use govermment in a fTEAL many ways. When a social problem

of any econsequence appears, the reactiom of the people freguently
isg "Lec there be a law" on the subject. Socon thersafrer, and
gometimes atbt the same time, the reasction is "Let chere be an
agency." As new functions develop and segments of the old func-
tiong bacome more impartant, new agencies are created and old
ones divided.w

Yer the trend, at least since 1950, has been toward a marked reductiom
in mmber of State agencies, as indicated in Table 3R,

TABLE 38.--ADMINISTRATIVE AGENCTIES IN 23 STATES,*
1950 AND 1367

1950 1947

Mumber of States with
Fewer than 50 agencies 2 o
More than 100 agencies ] 4
Average number of agencies, 23 States a1 Ta

#Algbams, Colorade, Connecticut, Delaware, Florida, Georgia,
Illinois, Iowa, Kentucky, Loufsiana, Maryland, Minnesova, MNe-
vada, New Hampshire, Worth Daketa, Ohio, Oregon, Penmeylvania,
South Dakora, Temnessec, Texas, Wisconsin, Wyoming.

geurce: 1950 data: Council of State Governments, Reorganiz-
ing Stare Goverpment (Chicage, 19500, p. 12, 1987
data: Questiommaire addressed to State exeocutive
offices by Hational Govermors' Conferenmce, Summer 1967,

*  For State-by-State decall, see Tables A=312 and A-33.
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In Table 39 the States are classifigd according to the strength of
their Governor's vete powers, gauged by the above criteria. If a State provides
its Governor with five or more of the seven elements, the Governor is considered
to have "Very Strong" wete powers; if four are provided, che State Ealls in the
"Strong" category; if three are present, the 5tate is placed in the "Medium”
catggory; and if less than three are granced, the State comes under the "Weak™
classification.

The Formal veto powers of the Governor, of course, must be considered
within the total govermnmental and political context. The Governor of Morth Car=
olina, though he has mo weto pewer, 18 mot necessarily in a "weaker" pogsition
than his fellow chief executiwves. The degree to which a Govermor, with or with=
out certain formal powers, influences the legislature on matbers of policy, is &
major facter in measuring his real strength as a chief executive 123/

TABLE 3%.--GOVERNOR's VETD POWERS, 1966

_Very Strong SLrong — Hedium Heak
flabama Arizona Arkansas Indiana
Alaska Colorado Conneckicut Lo
California Delavare Flerida Maine
Hawali Georgia Idaho Mebraska
Michigan Illinois Kansas New Hampshire
Hissouri Louisiana Eentucky Morth Carolinat®
ew Jersey Massachusetts Ma r:,rlun_d Ehode Island
Hew York Mississippi Minnesota South Carelina
Cklahoma Montana Hevada Vermont
Pennsylvania Tennessca Hew Mexice West Virginia
Virginia Ftah North Dakota
Washington Wisconsin Ohio

Oregon

Souch Dakota

Tenas

Wyoming

WHO vebd power.

Source: Based on data from Council of State Goveroments, Book
of the States, 1966-1967, p- &0, and rating system
adopted from F. W. Prescott, "The Executive Wets in
the American Etates," Wescern Polivical Quarterly ITT,
1950, pp. 98=112.

Term of office.==Another measure of & Covernor's formal strength is the
length of time he can expect b0 be in office. Governors' terms of office koday
range from ewo o four years., At present, and for the first time, more than one=
third of the States have four-vear gubermatorial terms with ne limications on
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reelection. An addicional one-sixth have a two-year term with unlimited succes-
siom. The remainder have either two- or four-year terms with limitations.

In States with four-year terms the Governor has a better opportunity to
develop his policy role. A long term observer of State government has noted the
practical consequences of constitutional barriers to gubermatorial reelection:l26

A governor reassonably confident of lonmg tenure in offilce 1s more
1ikely to be interested in long-range development of the Stated
he can afford to take an interest in ten-year plams, im initia=-
ting projects whose benafits will not appear for several years
(for example, highway or school construction programs), in
planting seeda of poliey ideas that will not grow to command
popular and leglslative majorities wntil several years of wide-
spread discussion have passed. Om the other hand, & governor
whose vision is confined by a four-year limit om his pericd of
aervice 1s likely to see his inflvence wane in the last year or
twe of his term; the ban om & second four years may thus reduce
his period of practical power to two or three years. This is
because he will already have dispensed most of the rewards at
his disposal (patronage appointments, local projects, etc.) and
g0 will hawve lost bargaining power with the =en whose support

he needs and whe adapt thelr behavior to prospective rewards and
deprivations.

A study of average tenure In office over a db-year perlod (1914-1958)
showed that no Governor could expect eight or more years in office 27/ 1Im 31
percent of the States the Governor served from 3 to 3.9 years; In 27 percent,
from 5 to 5.9 yvears; im 25 percent, & years; in 10 percent, from 4.1 to 4.9
vears; and in 7 percent of the States, under 3 years. In contrast, elective
socretaries of state served much lomger terms, with the average running to over
ten years.

In Table 40 the States are ranked according to the tenure potentilal of
the governor. The 40 States with dG-vear temms are accorded a higher rating than
any 2-year term State, regardless of the limitatiom om the number of Cerma.

In recent years, the trend is toward increasing the Governer's term.
During 1966 and the early part of 1967, the constitutions of Lowislana, Oklahoma,
Penmsylvania and Wiscomsin were amended to permit the Govermora to serve two
4-year terms. Each State except Wisconsin formerly restricted the Govermor Eo a
single 4-year term; Wisconsin's Governor had a 2-vear term, with no limdtation.

Eu = ing.-=-The strength of the Governor's control over administra-
tive agencies may be gauged in part by his formal power im the budget-making pro=-
cess, The opportunity for the Covernor to take the initiative In proposing pol-
ileles=-especially on grants-in-aid--is generally encompassed In budget deei-
sions==the power to give or withhold operating funds, propose tax rates and cax
policy, and determine the general scale of State activity.

The executive budget, now used in 45 States, 1s considered a device to
strengthen the position of the Governor.lIB/ Actual practice in each State hav-
ing an executive budget system, however, does nobt necessarily assure the Govermor
unrestricted freedom in making executive-phase budgetary proposals or in main-
taining control subsequently ever budget execution. The Governor's actual role
will be influenced by his skill of selection and contimuing relationships with
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TABLE &0.--GWERNORS' TERM OF OFFICE, SUCCESSION, 1967

Four-Year-Term, Dalimited Succession La
California 1llinois Hebrazka Utah
Colorado Hazsachusetts Hevada Washington
Connecticut Michigan Hew York Wisconain
Hawaii Minnesoca Horth Dakota Wyoming
Tdahao Montana

Four Year-Term, Limited to Two Terms (11 States)

Alagks Maine Hew Jersey Oregon
Delsware Maryland Ohio Pennaylvania
Louisiana Misgouri Oklahoma

Foor-Year- 1
4labama Indiana Morth Carolina Virginia
Florida Kentucky South Carclina West Virginia
Georgla Mississippi Tennessee

Two=-Year-Term, Limit o ia E
Arizoma Lowa Hew Hampshire Texas
Arkansas Kanaas Ehode Island Vermont

Two=Year=-Term, Limited Two

Hew Mexico South Dakota

Bource: Cowncll of State Governments, Book of the States, 1966-1967, p. 137, up-
dated as of June 1967.
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heads of executive branch agencies. It will depend on the presence or absemce of
certain legislative or constitutional restrictions, Including: exemptiom of cer-
tain agencles and activities from central budget review; traditional relatiomships
between agency heads and the legislature; and the amount of time available for
budget preparation before submission to the legislature. The Governor's (and the
legislature’s) discretion may also be hampered by past decisions that tie up State
money im special Funds dedicated for special purposes, payment of debr service,
employee retirement costs, matching eosts for Federal gramts or employee pay-
increment plans.

Mevertheless, several indices may be used to measure the Governor's for-
mal atrength in budget-making:#

® The degree to which the Governor, or an agency directly respon-
gible o him, has the responsibilicy for preparing the budget.

# The restrictfons placed on agencies regarding requests to the
legialature for amownts beyond those recommended by the State's
budget=-making authority.

# The practice, in keeping with the principle of executive bud-
geting, of submitting only the approved or revised agency
spending requests to the legislature.

#® The Governor's suthority to transfer funds within agenciles
among appropriation items,

Im Table 41 the States have been grouped according to authority granced
the Governor under these four indices of the budger-making power. The indices,
however, are not weighted equally; the "final legal budget-making awthoricy" of
the Governsr i given Eive points on a Een-point :cql:; State practice in prohib-
iting agencies from requesting additional funds from the legislature is assigned
three points; and the [inal two indices--presentation of revised agency requests
and Govermor's autherity to transfer fumds within agencies--are given one paint
edach .

Five Stateg--California, Hawail, Maryland, Mew York asnd Tennessee=--re-
ceived the highest pogaible ranking. Each provides the Governor maximum powers
in the four areas selected for asseasing his strength in the budget-making pro=-
CRES .

Reorgenization authority.--One way to facilitate reorganization of State
Eovernment structure and strengthen the Covernot's role as chief administrabﬂt,

ig o awthorize him to submit reorganization plana, subject to legislative veto.
This links responsibility for the efficient day-to-day operation of the govern=
ment with the power to propose revision of antiquated structure and methods. Om
the naticnal level, the Beorganization Act of 1949, as amended, provides the Pres=-
ident with such autherity.

*  There are other indices that could be used in measuring gubernatorial budget-
mnking POWEEE, but these Four are significant and data for the 50 States are
availasble for sach of them.
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TAELE 41 .--GOVERHOR'"S POWER TH BUDGET-MAEING FROCESS, 1966

Very Scrong {7 Staces)

California Hew York
Hawaii Pennaylvania
Maryland

Seromg (9 States)

Alaska Mizgouri
Connecticut Hebrasgka
Minnesocta Hew Jersey

Hedium {30 States)

Alabama Eentucky
Arizona Louvisiana
Colorado Haine

Delaware Hassachusetts
Georgia Hichigan

Idahs Montana
Illinois Hevada

Indiana Hew Hampahire
Towa North Carolina
Kansas North Dakota

Weak (4 States)

Arkansas Hississippi
Florida Zouch Carolina

Rhode Izland
Tennesses

New Mexico
Zputh Dakoca
Vermont

Ohio

0k 1ahama
Oregon
Texas
Utah

Virginia
Washington
West Wirginila
Wisconsin
Wyoming

Bourcet Based on data from Coumncil of State Governments, Bud-
gecing By States (Chicage, 1967} and Tax Foundatlon,

Inc., State Expenditure Controla:

An Evaluation (Sup-

plement), 1965, pp. L3-14, using indices developed by

ACIR aseaff {see text).

230



In seven States, a version of this plan is now im effect. Im its "purea”
form, the Governor presents a reorganization plan to the legislature and the pro-
posal goes into effect unless the legislature takes actlom to disapprove it with-
in an allotted period. Thus, the uwsual legislative procedure is reversed. In-
stead of an executive veto over legislative enactment, a leglslative veto over
grecoutive initiative is made pn:aiblc. This Pr&ﬂ&dure has been deacribed hy ita
friends as "an attempt to put inertia and indecision on che side of change,”129/
and by its enemies as "executive legislation."”

This pure form exists in only three States (Alaska, Massachusetts and
Michigan), where the procedure is authorized by the Sgate constitution. In
three States (Souwth Carcolina, Pennsylvania and ¥entuecky) positive legialative
approval of a reorganization proposal 1s required to put it into effect. In the
geventh State, Georgia, the pure form exists along with a later werslon requiring
leglalarive approval (by che woofficlal ruling of the State Attorney General, both
verafons are legally in effecc).

In two apdditional States amd in Puerte Rico, the plan was once in exis-
tence but has now lapsed, either through expiratien of its CLemporary nuLhnriLy
ar, as in Hew Hampshire, thrnugh a State Supreme Court hﬁldiﬂg af uncongtikut ion=
aliey, Twelve other States have officially considered it, ten since 1958.

This procedure's record of accomplishment is mixed. Alaska has used it
geveral times, once to create two new departments. FPuerto Rico, which algs gm-
ploved it in the pure form, has complled the most impressive record. Thirteen of
fourteen proposals were accepted by its legislature in 1950, in a comprehensive
reorganization intended to ensble the island te perform effectively under its mew
Commopwealth status, but the sguthority was then allowed to expire, since mo fur=-
ther need was felt. In Pennaylvania, where such recrganization is limited te the
subdgpartment level, five out of eight proposals were approved by the legislature
in 1955 and none of this type hawe been submitted since. Im the remaining States,
the pattern appears to have shifted. Where recrganization is desired, it is
introduced as & regular legislative bill. 3Since posltive leglzlative approval is
required in three of the States, this shift comes as no surprise. Conceiwvably,
the existence of the procedure may act as a stlswlus to legislative approval of
recsrganization.

Beluctance to wuse the technigue has been laid o "prevailing legislative
suspicion of and re:tntntﬁﬁ toward a procedure that reverses the wusual executive
and legislative roles."13% Tt has been argued that the rural-urban leglslative
disproportion, now being corrected by reappeortlonment, has been a major factor
sustaining this resentment. Accordingly, as the effecta of reapportiomment begin
tg register, and as States from time to time revise thelr conatitutions, there
may be opportunities for wider use of this procedure,

It might be moted that the recent Comstitutional Conventilon im New York
included the precedure in the new constitutional dogument submitted to the wotera;
the entire document was rejected at the polls, however.

E;gﬁggida planning . =-Comprehensive statewide planning has beocome 3 more

"regpectable’ and popular concept in the past few years, and this has benefited
some Governors. In U360 only 19 States had established statewide planning agen-
cieg; in 1966 the count was 46, but their administrative position and activities
varied greatly. Until recently, their principal concern was industrial develop-
ment, but many States now are broadening the scope of their planning process.
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A stimelus o this shift has been the "Section 701" urban plamming assis-
tance grant program administered by cthe Department of Housing and Urban Develop-
ment , which in 1961 was expanded to provide aid to State governments for statewide
and fnterstare planning.

The variations im che Individual State planning operations are well
highlighted in a recent study of 1& ft?tes by David K, Hartley. This survey
identified cen different functions:i2i

(1)

(2)

(3}

(4)

(5

(&)

(7}

A8)

Assistance on poliey formulakiom for long-term statewide
development. In nearly all che Staces this was a direct
legislative mandate. The closer the planning agency was
to the Govermor, the more substantive was ics fovolvement,

Epgciali:qd resgarch in matters related to dEvEl&pﬂ:ﬂE.

For the most part, this was undertaken by the particular
State department involved in progran administration--such
as the highway department. However, some common statis-
tical material, such a5 demographic projectioms, were pro-
duced by the central agency. 5Some States maintain s state-
wide Informatlon system and data bank in their planming
agencies.

A central ifnformation system for the publie, local govern-
ments, snd other State agencles, Every ome of the 14 States
operates such a syatem. The older planning bodies regard

it as central to all their other funetions, and the newer
ones expect it o accelerate rapldly in the next several
FRATSE .

Technical and financial planning aid to local and regional
auchorities. Local aid is remdered by all State planning
bodies, and in many Important programs the State adminiscers
Federal financial aid to local planning efferts, which pro-
wides a strong lever.

The preparation of a comprehensive statewide developoent
program. ALl 14 States reported this as a key responsi-
bility, although the comprehensiveness was affected by the
absence of major elements of State development--typically,
by the independent planning of highways.

Coordination of the functional plans made by other depart-
ments. The longer a State planming program has been oper-
atinmg, the more likely it is to be able to review and
coordinate Che detailed plans made by other departments.

Cogrdination of the State's capital budpget. Some coordi-
nation goes on in every State but certain State departments
are not included in the process and submit independent cap=
ital budgets to the legislature.

Coordination of applications for Federal ald and required

statewide plans. Although only six of the L4 States studied
in the AIP report indicated that the Setate planning agency
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undertock this coordination, it was widely recognized that
the need for such action was growing steadily.

(%) Providing plamming services to line agencies. Only limiced
aid is provided, principally in the directiom of encour-
aging the line agencies to undertake program planning and
budgeting.

(10} Information or services to legislature. This iz regarded
as secondary, where it exists at all, to the major goal of
service to the executive.

The planning uwnit"s administrative location and relatfonship to the
Governor follows no fixed pattern. Sixteen of the 44 planning unlts covered im
a 1967 gurvey are located in the State department of development; in another 16
States, the function is performed by a staff unit attached co the office of the
Governar; in five, it is dome by a separate planning agency; in [ive, by the
department of finance or administration; and in two, by an interdepartmentar com=-
mittea, ¥

The earlier Hartley study concluded that the Governor should enjov a
close or fairly clese telationship with the plamnning unit. The overall adminis-
trative pattern for the &%, summarized above, would suggest, however, that a num-
bar of the Gowvernors are not im this favorable position.

Assessment of Covernor's role.=-=-From the preceding analysis, five indi-
ces have been selected to gauge the formal strength of each Govermor==the number
of other elected executive officlals, appelntive power for selected major State
agencies, vete power, temm of office, and bwdget-making power. When combined
ag in Fig. 20, they provide an oversll view of the Govermors' formal administra-
tive position. Each index has been weighted or assigned & value on a 100 secale
as follows: mnumber of elected State officfals=-=20; power of appointment==20;
veto power==10; term of cffice=-=25%; and budget-making power==25.

The reaulta suggest a relationship between the size of population and
the formal strength of the Gowvernor. The populous States, with the exception of
Texas, &ll give theilr Governora a strong role over the executive branch, More=
owver, States with the newest comstitutions=-Alaska and Hawaii-=-also rank high,
ag well as several more sparsely populated States that have a strong tradition of
political competition between two parties. While political factors have mot been
gubject to detailed scrutiny here, these sumary findings suggest that States
with complete or substantial one-party dominance are less inclined gemerally to
provide the Governor with explicit controls over State administration. Thias tens
tative finding corresponds with that of an earlier comparative atudy of the for=-
mal powers of the Governors:l32

The more highly competitive States tend to concentrate power
in the hands of the Goverpor. . . . Political characreristics
are, 0F course, related to the slze of the Stacte and ite de-
Eree of urbanism. Yet party competition may be the eritical

#  Complled by the Council of State Planning Agencies, Washington, D.C,, as of
June 1967,
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Figure 20,

COMPOSITE INDEX OF THE GOVERNOR'S AUTHORITY

| Very Strong Strong Medium I:j Weak

ACIR
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factor==the meed for parties to make their mark in a competi-
tive political situation. The principal aberrations from the
graduation of power according to size are those States out of
line in terms of competition as well.

A3 has been stressed throughout the gubermatorial sectiom of this por-
tion of the report, there 15 no necessary relationship between the formal powers
of a Governor and the degree of influence he actwally wiclds, The business of
adminiscering an urban, highly populous State canm be an ardudcus assigmnmeént, one
requiring a wore ordered system of controls over the executive bramch. Yet such
formal powers may not be necessary [or the Governor to influence State policy and
administration in smaller, less wurbs  States. Governors with strong formal pow-
era are mere likely to be able to er socise effective direction and control.
These summary findings concerning Governors' formal authority, therefore,
canmot be ignored, especially if the various claims regarding the negative im-
pact festures of Federal gramts are to be teken seriously. Many of these [ea-
tures, after all, ge to the heart of the question of the Governors' formal
administrative auchority.

This summary analvais of formal gubernatorial powers highlights great
variations as well as many similarities in State practice. In brief, it can be
stated that withim the American federal system mo Gowvernor appreaches the Pres-
idemt of the United Scates in terms of comparsble constitutiomal auvthority and
not too many of them enjoy executive power comparable toe the Mayors of the
Mation's largest cities.

The Legislature's Role

State legislatures are as affected by the impact of Federal grant pro-
gra=s as the executive branches and the GCovernors. Thelr lewmaking, sdministra-
tive oversight, and fiscal functions=-=-and in some instances the comstitutiomal
amending roele=--are all conditioned to a greater or lesser degree by the grant-in-
gld system. Does a State authorize i{ts localities to participate in a gramt pro-
gram; does a State itself joim in wariows grant programs; is its bureaucracy
structured and empowered to implement joint action programs; is the Governot pro-
vided adeguate management controls over the executive branch; to what extent is
a program matched with State funds--these are but 4 few of the critical granc-
related questions which State lepislatures alone can decide. These responsibil-
ities are merely part of the greater role which has fallen to State legislatures
in this rapldly changing era of mushrooming State functions, larger State bud-
gets, expanding State persomnel and more intricate intergoverm=ental relatioms.

The purpose here is to ascertain to what extent the legislatwres are in
an adequate position formelly to deal with, deliberate on, and decide these basie
questions of State policy. To have raised this issue a century or more ago would
have been Ilnconceivable, for the most conspicuous feature of the first State com-
stitutions waeg the preeminent pesltion assigned the State legislature. The im-
pact of Jacksonian democreacy and the aftermath of the panic of 1837 produced
some limits on legislative power to Incur State debt., The major phase of shack-
limg the legislature, however, cceurred during the short space of about 15 vears
following the Civll War when voters in several States revolted against their leg-
iglatures and placed in the State constitutions a variecy of restrictions and
impediments to legislative activity. & century later many of these shackles
atill bind and co strike thes off is the underlying motive of various current
natiomwide reform efforts,
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Despite the many restriccions imposed in the 1370's and 1880"'s the

States continued to provide practically all demestic government in this country
until around World War I, when the Federal Covernment began to stir, During the
WAL Years, two major grant programs were enacted and alnce then the total nusber
of grant programs has increased to over 379 and continues to mount. The issue
arises then: Do the legislatures have the time, the teols, and the organization
Co come to grips with the many questions of policy, administration and £inance
that the grant-in-aid system has produced?

Time and eontinuity.--Adequate time snd continuity of attention are two
factors influencing the legislatures' capacity to desl with these questions. At
the end of World War IT only & States had annwal regular sessioms, while today
14 legislatures do and ancother 6 meet annually with off=-year sessions limited o
budget or fiscal problems. In addition, the cdd-numbered year sessions of the
Tennessee General Assembly cam be reconvened In the following vear, if desired.®

The other 29 State legislatures still meet for regular sessions om & blennfal
basis,

Host State legislatures are restricted as to length of session. Eight
States with annual sessions, and nine with biemmial, have no limitationms on the
length of the sessioms. All others have some limitations. Table &2 groups the
States according to the frequency and length of legislative sessiona.

To what extent do the legislatures themselves have control over calling
special sessions and determining the subjects thereof, and what limdts are placed
on their length? As indicated in Table 43, only 12 State legislatures may call
themselves into session. Twenty-one may determine subjects. Only nine may both
call themselves inte session and determine subjects. Inm 2B States there is no
limitation on the duratiom of a special session once it has convened. In nine
Gtates, the legislature has no authority to call itself imto session, canmot -de-
termine subjects and cannot mest beyond a certain period.

With reference to tenure, as indicated by Fig. 21, in Alabama, Lowisi-
AL H.E.!I.'}"la.'ﬂﬂ, Eﬂﬂ&inﬂippi and ]‘lebra.tl'..a, all members are clected to d-vear LETMS.
M the remai-ning States, 33 have Z-year House terms and I‘:p—}'rzar Senate terms; 12
have Z=year terms for both chambers.

Although the noncontinuous character of most 3tate leglslatures is fre-
quently cited as a mejor weakness, lta negative impact perhapas may be exagger=
ated. & recemnt survey of State agency heads indicated that &4 percent of the
respondents felt that their legislatures exercised greater control over their
agencies' affairs than the Governer, while a little less than ome-third listed
the GCovermor as having greater asuthority and 22 percent rated them about the
:mai}ﬂf At the same time, omly 20 percent felt that the legislature was basi-
cally more sympathetic to their agency goals and 35 percent indicated the Gover-
nor had a better understanding. In a similar vein, less than one-fourth pre-
ferred legislative to gubernatorial or other controls.

* In 1967, the Vermont legislature alae adjourned its blenmlal sessionm to re-
convene on January 3, 196E. The example of Tennessce and Vermont may provide a
precedent which other States now meeting only every ocher year may choose to
follow,
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TABLE &42.--FREQUENCY AND LENGTH OF STATE LEGISLATIVE SESSTONS, 1967

Limitation on Length of Begular Sessions

G0 or Less Than
Freguency Unlimited Maore Davs 60-90 Days 60 Days
Annual regular  Alaska e Lahosia Arizong Georgla
gegaions California Tennesgee Maryland South Carolina
KEansas Ehode Island
Massachusetts
Mi :h[gan
Hew Jersgey
Hew York
Fennsy Ivania
Apnual regular Colorado Hawailf
and budget T laware Louisiana
sessions Hew Mexico
Wast Wirginia
Eiennial Illinnis Connecticut Arkansas Alabama
geEsions Towa Hinnesota Filorida Tdaho
Maine Missouri Indiana Bouth Dakota
Mississippl Wew Hampshice Eentucky Wyoming
Hebraska Horth Carclina Hontana
Ohio Texas Hevada
Oregon Horth Dakota
Vermont Ttah
Wisconsin Virginia
Washington
Source: Adapted from Council of State Governments, American State Legislatures:

Their Structurtes and Proeedures (Chicago,
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TABLE 43.--5TATE LEGISLATIVE CONTROL OVER SPECIAL SESsIONS, 1967

Legislature May Call; May Determine Subject;
Ho Limitation on Length

Copnecticut Massachusetts

Legielature May Call; May Determine Subject

Alaska Arizona Georgia
Hew Hampshire New Mexico Tennessas
Virginia

Legislature May Call; Mo Limitation on Length

Hebraska
West Virginia

Hay Determine Subject; No Limdratfon

Iowa Kansas Maine
Minnesota Hew Jeraey Morch Dakota
Jregon South Carolina Zouth Daketa
Vermont Washington Wyoming

Ma E biect
Alabams Florida Indiana
Maryland Horch Carolina

Ho Limitacion on Lengeh

California Colorado Illinecis
Kentucky Hichigan Missiassippl
Hew York dhin Uk1lahoma
Penmsylvania Ehode Island Wisconsin

Legislature May Call

Louisiana

Legislature Has Mo Authority

Arkansas Delaware Hawail
Idaho Hissouri Homtans
Revada Texas Utah

Source: Adapted from Council of State Governments, American
Gtate Legiglatures; Thelr Structures and Frocedures
(Chicago, L967).
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Figure 21.

LENGTH OF TERM OF STATE LEGISLATORS
JUNE 1967

:m d-year term, d-vear term Senate, o] Z-vear term,
| all members | 2vear term House B all members

ACIR
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TABLE 4%.--GENERAL STAFF ASSISTANCE FOR STATE LEGISLATURES, 1967

State

Alabama
Alasika
Arizona
Arkansas
California

Colorado
Comnecticut
Delaware
Florida
Georgia

Hawail
TIdaho
Illinods
Indiama
Towa

Kansaa
Eentucky
Louvisiana
Maine
Maryland

Massachusetts
Michigan
Minnesota
Mississippl

Missouri

Homtana
Hebraska
Hevada

Hew Hampshire
Hew Jersey

Hew Mexico

Hew York

Morth Caralina
Morcth Dakota
Ohio

General Membership

Resgarch
Assistants

Clerica

120

Ry

Ho

B
varies

240

HD
HD
GGG

254
16

54
a3

RO
HD

LA R

HD
HD

30
HD

18

L&
WD

Leadership
Technical Clerical
7
13 g |
11 B
& 4
3 5
10 17
5
& 12
3 8
HD NR
a 5
HD
5
o
* %
10 11
3
HE HNE
2
ek e
ME HE
i
3 5



TABLE 44 (QONCL'D},--GEMEHAL STAFF ASSISTANCE FOR
STATE LEGISLATURES, 1%6&7

General Membership

Research Leadership
State hgsistants Clerical Techmical Clerieal

Oklahoma g O 43 MNE 13
Orezon R 2 &4
Pennsylvania 2 HD

Fhede Island 2 2
Sogth Carclina KD KD 2
South Dekota ND z
Tenmess o HD

Texas 393 3 2
Utah KD FJ
Vermont

Virginia 20 2
Washington &3 2 20
West Virginia 1] 3 10
Wigconsin & 23 1 B
Wyoming 12 2

HD = Hot determinable from survey.
HE = Ho reply.

* Clageified.
**4] lowance for staff

Source: Pased on Calwin W, Clark, & Survey of Legislative Ser-
vices in the Fifty States {Citlzens Conference on
State Legislatures, April 1967), Table 13, pp. 53-54.
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TABLE 45.--FISCAL SERVICES PROVIDED BY STATE LEGISLATIVE SERVICE AGENCIES, 1967

Budget Review and Analysiz, Cottinuoons Study of Revenue

and Expenditures, and Lepislative Post-Audip

Alaska Michigan Rhode Island
Arkansas Mevada Tennessee
Califormia KHew Hempshire Texas
Colorado Mew Jersaey Utah

Flarida How Mexico Washington
Illinois Okl ahoma West Virginia
Lovisfana Pennsylvania Wisconein
Maine

Budget Review and Analysis and Continuoua
tudy of Revenue a Expanditures

Idaho Tndiana Towa
Heryland Hassachuserts Hinnesota
Hissisasippl Misaouwri Hebraska
Ohio Or egon

Budget Feview and Analysis and Legislative Post-Audit

Hawail Morch Dakora South Dakora

Comtimicus Study of Bevenues and Expendftures
and Lepiglative Post-Audic

Yirginia
Continuous Study of Reveénues and Expenditures
Kansas
Fost-Auditc

Alabama Arizona Connecticut
Geargla Kentucky

Ho Figcal Services

Nelaware Monbana Hew York®
Horth Carolina Sourch Carolina Yermont
Wyoming

*The Hew York Legislature's fiscal commlttees are served by fiscal
staffa of their own.

Source: Based on Clark, op. cit., Table 9, pp. &0=41,
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Staff,--(ne of the most critical factors conditioning the capacity of
legislative leaders, committees, and individual members to respond o thedr
growing responaibilicies is staff. As one suthority put fe:l3%/ v, |, Legis-
lators probably feel more stromgly about being provided inadequate staff and
agsistance than about low salaries and inadequate allowsnces for direct, out-of-
pocket expenses of their daily work, For most leglslators no experience is more
frustrating than the enormous gap between what eonstituents and public sesm to
expect and what chey see as possible to do with the facilities available. . . "

A major attempt te £ill the gap in professional staff has been the de-
velopment of permanent legislative service agencies, most motably the growth of
legislative councila. By the close of 1966, 44 States had established legisla-
tive councils and most of the others had alternative arrangements. California
and ¥ew York use well-staffed interim committees, while Hawail and Oregim use
gpecial interim committees, sometimes drawing for staff assistance on permanent
service agencies. The West Virginia Joint Committes on Government Finmance under-
takes some substantive studies on its own indtiative and conducts studies re-
quested by the legislature, and the Mississippi legislature has established spe-
cilal interim study committees from time to time.

In 50 States, aceording to a recent stoedy of the Couneil of State Gowe
ermments, secretarial assistance is given to all standing committees, but inm the
remaining, such assistance i3 limited to committees on [inance, appropriation,
ways and means and judiciary. Fiscal committees in all States have clerical
assistance.l33/ The Citizens Conference on State Legislatures reports that only
SRVEen lagialaturg; provide most standing committecs with funds for some :zchni:a}
stalfing: California, Hawaii, Michigan, Mimmesota, Ohio, Texas and Hew York.L3®
As shown in Table &4, in at least ten States, some research asasistance fs pro-
vided to the general membership. Clerical assistance iz provided to leglalative
leaderas in 29 Scates, and some technical assistance is provided [n 19.

The stalf question=--especially as [t concerns scanding committees--1s
closely related to the contimuity problem discussed earliev. If committee staff
disappears when the segsfion ad)ourns and all that remaine in the interim ia the
legislative council, the legislature as a whole and certainly lts major atanding
committees are relatively impotent to deal effectively with grant-related prob=
lems. At present, only Califernia and New York have major standing commlttees
staffed om a year-round basis.

The noncontinwous character of most State legislatures also prevents
greater attention by legislators and staffs co the Initial development of grant
programs im the Congress. Harely do Scace legielators testify at cosmictes hear-
ings and otherwise participate in the early stages of Federal legislation in a
marner similar to the present active role of many local cofficials and some Gow-
GITIOTS .

Budget review and fiscal services.--Since the appropriaticsn of funds ls
the moat important and complicated legislative fumction, several legislatures
have built up additional staff services for budget review and study of revenues
and expenditures. A 1967 survey by the Citizens Conference on 5State Legislatures
reports Chree basic categories of legislative fiscal services: (1) budget review
and analysis; {2} continucous astudy of revenues and expenditures; and (3} legisla-
tive post-audit.l3?/ Table 45 groups those State legislative service agencles
which provide these services either singly or in combination. Twenty-two provide
all three services; 15 have two of the three services; and six provide only one
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service. Im aseven States no direct fiscal service is provided by the legislative
gervice agency. In Cerm& of persommel, 15 States have five or more stafl per=
forming budget and fiscal review--in additiom to the post-audit functiom.

The fiscal cycle.=-A principal task of State executives and legilslatures
nowadays 1s to take Into asccount the availability of Federal grants when prepar=
ing thelr budgets. This ie sometimes difficult because of uncertainty s to the
apount of Federal funds that might be allocated to a State Eor a particular pro=-
gram=-not to mention when they will be available., The State and Federal budget
cycles further complicate this task. Since most of the major grant programs re-
quireg some matching on the part of the State, this portion can represent a signif-
icant element in a State budget. Ideally, the legislature would be able co make
a sound gstimate of available Federal funds for the succeeding fiscal, or in case
of bienmisl sessions, for the two succeeding fiscal years.

Obviously, & reasonable estimate is unlikely if, by the time the legis-
lature must adopt 4 budget, Congress or the appropriate Federal agemcy has not
determined the various amounts to be allocated among the States. Legislatures
which have annual regular sessions have an obvicus advantage in this regard over
those which meet biennially, although the use of specisl sessions can overcome
sime of the disadvantages of the biemnial session.

Frtquzntl}, Comgress does not take final actiom on appropriations and
new prograss until late fall, well after individual State agencies have submitted
Cheir reguests te the budget-making authoricy. Furthermore, where the final allo-
cation of appropriations depends upon the actiom of a Federal agency, even wore
time has clapsed before the State can take account of the allocation im dts bud-
get prﬂpﬂﬂali. Fige, 22 and 23 show the State budEEt ¢fc1: patterns as they re-
late o the legislature's role.

Gengrally, the executive budget-making authoricy reviews budget requests
during the fall and submits the proposed budget to the legislature when it con-
venes in the following January--or Ihﬂrtly thereafeer. In lgﬁf, Eor cxampl:, all
but six of the regular session lngislatubnu convened in January. HNorth E:fﬂlfﬂ:,
Hawaii and Tennesgee aggembled in February, Florida in April, and Alabass and
Louisiana in May. In two States {(Mississlippi and Oregon) the budget was submit-
ted toe members of the legislature om December I before the sesslon. Inm Kentucky,
che budget is submitced to the legislature as the Governor deslrea.

Do the States have sufficient time to work on thelr budgets after con-
gregafonal and Federal administrative decialons om allecations and programs are
made? The most time=-consuming phase of the process is the executive preparation
of the budget which begins in some States as early as August and must be Einished
by the next January or February. With late congressional action in the fall not
uncommen, and with Federsal agency decisions, where required, coming even later,
the State budget-making suthority may be forced to submit to the legialature a
budget that is Incomplete or inadequate in certsin program areas dependent upon
Federal aid. Presumably, the necessary informatiom on Federal allocaticons would
be available to most legislative sessions by the time final action on the budget
i% necessary. But even so0, this time lag may force hurried guesses and perhaps
Eailure to budget for some programs at all, especially new ones.

State executives have raised questions with the 0ffice of Emergency

Planning's field trip scaff concerning the Federal fiscal cycle smd grant timing
practices. Moreower, this problem has bothered State budget officers enough to
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Figure 22.

THE STATE LEGISLATURE IN THE BUDGET CYCLE,

States with Annual Sessions

Alaska
Ariz.
Calif,
Colo.
Del.
Ga.
Hawait
Kans,
La.
Md.

Mass.
Mich.

N. I
N M.
N. ¥.

Even vears

4 Odd years

Regular session
Budget session
) Regular session
=¥ Fiscal session

Set by admin. action |25 —= Agencies submit estimates

[ Budget submitted to legislature

1
Y
4 Budget preparation

Fiscal year begins
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Figure 23,

THE STATE LEGISLATURE IN THE BUDGET CYCLE,

States with Biennial Sessions
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prompt suggestions that State budget cycles be rephased to help overcome some of
the difficulties.

In the 29 States which still budget on a biemnial basis, the problem, of
course, is further aggravated by the added 12-month delay. Legislators in thease
States cannot anticipate the new programs, nor forecast the amount of Federal
funds that will be available dufing the segcond Fiscal FEAT .

Legislatures that mect only blermially then are usuwally faced with all
the new Federal grant legislation enacted by two sesgione of Congress. Major
Federal and State expcutive actlons may also requive conslderation. The accumu=
lation of nearly two vears" production of Federal programs seems to demand more
chan blennial attention by State legislatures, most of which are not staffed to
keep track of developments between sessions.

Summary.==In a 1963 repert, the Committees on Orzanization of Legislative
Services of the Katiomal Legislative Conference had much to say about the legis-
lature's budget review and fiscal analysis functioms. The Comnittes's recommen-
dations may be briefly summarized as foellows:138

Budget Review snd Analysis

1. Each State should provide adequate staff to make effective
the leglslature's control over the appropriating process.

2. Leglsletive fiscal responaibility should be a comtinuing
functiom.

3. The leglslature has an obligation to maks its intent unmig=-
takably clear with respect to the appropriation act.

4. Egsch bill which would affect income or appropriations should
be sccompanied by an estimate of its Eiscal impact. These
egtimates shouwld be reviewed by the legislative budget review
AFETCY -

5. Legislative budget review ataff showld have access to State
departments for the purpose of ascertaining their budget
requirements .

Post Audie

1. Post audit of State fiscal operations should be organized and
controlled go that the lr:,g:[glaturp will obtain information of
the kind and at the times that fe or its audic comnittee spee-
ifies.

2. The post auditor should be made subject te legialative control
gnd supervision.

3. The legizslature should establizsh a continuing joint audit com-
mittee to specify the scope and types of audictes desired as

guides to the post puditor, snd o recelve snd act wpon the
poast=audic reports.
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The earlier analveis sugpgests that about half of the States now wtilize
at lesgr a majority of these seven elements of good legislative fiscal control.
Perhaps the most fmportant element in the State legislative process, howewer, is
the concimuity of legislative attention to State affairs generally and grant-in-
afd matters specifically. The degree of continuity varies greatly amomg the
Stares--a8 we have seen. Only elpght bave annual regular sessions of unlimited
durat fon, in ahort, have the same authority as Congresas in Ehis area. Thirtesn
cthers have annual regular or budget sessloms, but are restricted In length. The
remaining 29 legislatures still meet blennially, with 20 having varying limica-
tions.

45 was moted earlier, State adminiatrat fve heads are fully aware of the
legislatures' wltimate control over thelr finances and program suthority, but
many rtesent it and this in itself indicates the need for more careful exercise
of legislative responsibility in the fiscal, oversight, and lsw-making processes.
Continuity may not be crucial to remind State agency heads of the legislature's
role, but it is critical to the effective performance of its owverall policymaking
function and its new, expanding role with referemce to granta=-in=-aid.

The Impact of Federal Grant Programs Upon
Local Govemment

Local govermments in the United States receive Federal Erant assistance
-=sometimes directly supplemented by State aid--under a wide and coftem bewilder-
:I-'.'l.'IE_ range of different programs and guthorizations with varying provisions and
tequitements. They qualify as divect recipients of ald wider at least 68 of the
37% separate Federal grant programs {available Jamuary 1, 1967). 1In 12 of these
programs the local governments arve the only eligible recipients, in the other 56
public and private institutions and individuals also qualify.

Local govermments may 8lso recelve Federal assistance wnder some of the
31]l other programs, depl:ndi'ng_ upan patbterns of functional tl::l:!ﬁn::l'.bi‘.l.iti;:; and oOm
provisions of State plans and legislation. For example, in those States where
local govermments have highway and welfare responsibilities, they may recelve
Federal aid funds through the State. Urban planning assistance for communities
af under Sﬂ,ﬂﬂﬂ, while administered and allocated h:,l a4 SLale agency and not di=
rectly available to local govermments, can be used gnly for assisranece to Local
govermments . Ald available under the Hill=Burton hosplital comstruction program,
om the other hand, dependes on the provisions of the required State plan and may
go directly to local governments via an application approwed by a State agemcy
or indireccly tchrough allocacion by the State. The cilrcumstances under which
Federal aid to the Scates 1g, 1m turn, transferred to lecalities clearly wvary
congiderably from program Lo progryam.

All prants for which local governments are directly aligible are project
grants. Une conseguence of the separate project grant approach has been to pro-
duce strong competition among the lecal jurisdictioms for Federal grant assis-
tance. Such competition can be healthy, of course, and stimulate a high lewvel of
performance. Om the other hand, it cen foster "grantsmanship” and place a pre-
mium on large and specialized staffs knowledgeable in the techniques of obtaining
grant assistance--a capabllity which may not necessarily have a direct correla-
tion with the need for the assistance and which medium=aized and small jurisdic-
tions frequently have difficulty meebing.
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State involvement in the administration of Federal grant assistance Lo
local govermments arises primarily in three ways: (1) State authorizing or fa-
cilitating action may be necessary for local parcicipacionm; (2} the State may be
directly invelved in administering the grant program; and (3} States may provide
a4 share of the required non-Federal matching funds. All of these relatiomships
are of vital and continuing concern to local govermmemtal officiale. Some indi-
cation of their views on these relationships and other grant-related topics was
provided in the earlier summary of surveys of State and local officials.

State suthorization and facilitatiop.--Local govermments derive their
authority te participate in the Federal grant-in-aild programs from cthe State.
The source of such authority can be either constitut iomal or statutory. A5 &
general matter Eor conventional urban functions, the basic legal instrument which
establishes mmicipalicties and towms provides adequate authority for participa=-
tiom in grant programs, especially in thode States where either comstitutiomal
or statutory home rule powers are avaflable.

The extent of participarory authority varies conglderably sccording to
different types of local povermmente. Jurisdicrions with only limited wrban
powers may not be able to partielpate in wvrban progrems without additional spe-
cific action by the legislature. This is true for counties in a comsiderable,
but decreasing number of States. Generally, however, for conventlonal functions
within the normal range of responsibilities of local govermments, additiomal
gpecific autherization is not wsuwally needed.

Yetr two problems remain: fCivac, specific authorizations may be reguirted
for new programs and there are jurisdicclons, such az rural counties, motbt custom-
arily empowered to undertake service programa even of a more traditiomal mature;
gecond, exlsting State laws and regulations mey present impediments to Local par-
cicipacion.

State-guthorizing legislation for participation of local govermments in
urban renewal programs [llustrates the problem where other tham traditional wrbam
functions are involved. Although the urban renewal program was originally estab-
lished in 194%, ic was mot until 1957 chat as many as three-fourths of the States
authorized local govermnmemts to particlpate. AL the present time omly two States
{Loufsiana and South Carolina) do mot authorize participatfion by their local gow-
ermments in Federal grants for urban renewal.® Yet, in & number 0f cases Che
authorization does mot extend to all types of local governments mor for all of
the purpeses encompassed under the low=rent public housing and urban renewal pro-
EEAME .

Those programs which primarily serve to bring together a number of ox-
isting functions for & coordipated attack on a majer problem can present special
difficulties in those States with limited local suthority dependent upon legis-
lative actiom. At the 1967 "Creative Federalism" hearings one Mayor testified:
". « « We are forced, as are other local officisls, to present legislation every
time we need authority to wndertake a new program. For exasple, I have had to
file a bill which would permit ws to qualify for the model cities pbﬂgrnm."l

*  Florida and Maryland authorize urban renewal activity by .pecial separate
actes for each jurisdiction. However, such suthorization has been widespread in
gach State.
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Another EVpe of State lugialatiuc autharization which may be lacking was
alluded to by Secretary Robert C. Weaver in his 1966 testimony in the same set of
hearingg: 140/

In many States, however, commmities lack clear and positive
legialative authorization to work together in the joint plan-
ning and carrying out of areawide programs. Conseguently, in
many local areas ad hoo working arvangements among comunities
and operating agencies have had o be established for areawide
programming and developmental coordination.

This lack can become of increasing concern to local goversments aince several
Federal grant programs now either require joint action under certain ¢ireum-
stances or provide additiomal matching as an encouragement for ic. Under the
highway aid program, for example, arcawide transportatfon planning must be of-
fected in metropolitsn areas desiring to gqualify for aid. Usnder the metropolitan
dovelopment title of the 1966 Demomstration Cities and Metropolitan Development
Act a higher proportion of matching will be avallahble for joint projects.

A different kind of problem is presented by State legislatiom which ham=
pers local goverrment participation in prograems for which basic authorization
exigte. TFor example, the Advisory Commission in its study of Intergovernmental
Belacfons inm the Poverty Program discovered that State legislation and adminis-
crative regulations presented a number of barriers to the coordinated administra-
tion of the poverty program by local governments. These included restrictive
licensing standards of day-care centers; welfare regulatioms which discourage
reciplents from recelving job training; prohibitions against public agencies con-
tributing funde to private nonproflt community action agencies; residence re=
quirementa or practicea which hinder the inftisctiom of work experience programs;
laws which prevent the wae of publie school facilities for preschool (Head Start)
children; and overly restrictive atandards for the utilization of nonprofessiomal
and subprofessfional educational persounel.

State financial assistance.-=-It lg difficult to asscss the State"s role
im assisting local govermments to meet the macching requirements in Federal grane
programs becsuse of the diverse forms that such assistance may take. Az che Ad-
viseory Commission observed inm its Eighth dnvial Report, however, "wholesale in-
volvement and partiecipation by the States in the [unctions of urban government
continue to be the exceptlon rather than the rule.”

Any digcuasion of State financial assistance to local govermments Eor
the non=-Federal matching share of grant asgistance programs mustC be placed in the
total comtext of the varying allocatiom of revenue sources and program responsi-
bilities among lewels of government. Earlier imn this report in examining " Tha
Size, Shape, and Significant Features of Fiscal ngeralisn," these uarying Tela=
tionghips were described.

During the period from 1942 te 1957 there was some shift from local to
State financing of general government services. Hetween 19537 and 1966, however,
both the State and local portions fell because of the sharp increase of Federal
aid funds., If Federal funds are excluded, a c¢learer pleture emerges showing for
the Hation as a whole a small shifet £rom local to State financing betwoen 1942
and 1957, and a static sicuvation between 1957 and 1966 but with some regional
variatioma. The patterm of State aid to local governments was gemevally the
same, i.2., & slight increase between 1942 and 1957 gnd a static situvation from
1957 o 1966. The major exception was En the EField of education where State aid
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on a nationwide basiz continued to increase over the whole period from 1942 to
1966, Ome particularly significant factor in the revenue picture that should be
mentioned is the extent to which States may authorize local goverrments to Lewy
nonproperty taxes as an alternative to the provizsion of direct State ald., Those
States im which nonproperty taxes provide a significant percentage of total local
tax reverue include the following: Alabama (47.2%), Alaska (26.2%), New York
(25,3%), Pennsylvania (2&.6%), WNew Mexico (24.1%), Louisiana (23.6%), Virginia
(22.9%), Hewaii (22.4%), Eentucky (21.2%), Mississippi (19.8%), Missouri (18.2%),
Wevada (16.0%) and Tennessee (L7.8%).

State financlal assistance to local povernmenta for grant-in-ald match-
ing purposcs may range all the way from speclflec programs dirvectly designed to
supplement local matching, to broad general provision of new revenue sources Lo
finance local matching obligations. Furthermore, the basle distribucion of func-
tiomal responsibilicies amomg levels of government varies widely from State to
State. In a number of States some of the fmportant Eederally alded program re-
sponsibilities are lodged primarily of exelusively at the State lewel.

Although the development has been gradual, there has been significantc
action by States in assuming additiomal or total responsibilicy for certain func-
tioms., HNoerth Carclina, for example, assumed predomimant responsibility for gem-
eral public education a mumber of vears age; Bhode Island recently assuvmed major
public health responsibility; West Virginia has taken ower the complete responai-
bility for road building and Delaware, Eentucky and Virginia have assumed a par-
tion of it. The Commonwealth of Massachusetts in 1967 was the latest State Lo
relieve localltles of all welfare cests, including general assistance. There is
considerable agltation inm a4 number of other States where major public welfare
burdens still fall om leocal govermments to £ollow a similar course.

Aside from gemeral State ald and the provision of now revenue sources,
State Pfimancial ssaistance to local governments to supplement Federal grants can
take twe more direct forms. It can either be specifically identified and related
to Federal grant programs or it can be made available for program or fumetional
areas for which there is also Federal grant assistance and therefore be used by
local governments to supplement such Federal aid.

Table 46 identifies six basically urban programs where State aid supple-
ments local funds to help meet the matching share of the Federal program. As
mentioned earlier, the Federal Water Pollution Control Act provides incentives
for those States granting &t least I5 percent toward constructiom costs of local
sewage treatment facilities. As of September 1967, 20 States had acted to sup-
Flemgnt local costs while action was pending in fiwe orther States. Thir:y—six
States were providing aid to lacal govermments for airport comstruckiom amd a
;igniiitlnt numbar of earmarked taxes for suppart of this program. Eleven assig-
ted in the local coste of the Federal urban renewal program; ten in urban =ass
transportation; and seven in water and sewer facility projects, Fimally, only
four supplemented logal funds Eor hespital and medical facilities.

Deep financial involvement by the States In "buying into” Federal-local
progra=s contimues to be the exception rather than the ruele, but perhaps a trend
in the other direction is beginning. The incentive provisions of the waste Ereat-
memt works constructlon program, designed to encourage State Einancial parcicipa-
tion, appear to have been successful in terms of securing fairly widespread State
action because the mmber of States participating financlally in mmicipal sewage
plant conatruction numbered omly B at the time of enectment of the Federal Water
Qualiey Act of 1965%; it has now grown Lo 20,
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TABLE &b.--STATE AID TO LOCALITIES SUFFLEMENTING THE LOCAL CONTRIBUTION
MDER SELECTED FEDERAL GRANT PROGRAMS, DECEMBER 1967

Hasta Hacer and Urban Mass
Treatmont Alrport Hoapital Urban BeweT Transpor=
Bgata Works Comstruction Comstruction Eemewall! Facilities tation
Alabama = %
flaska waf w3
Avizena %
Atkanasan
Califarnia x* % x x
Colorada X
Conmecticut -3 :!\'_dhil = !E"l =
De lawara = :é"l
Flarida
Georgia x ® x
Hawail ey ﬂ‘r
Idaho ol
Illimodia " e
Tndians n =2/
Tonwea X
Kansas
Eenrwcky ¥
Leouisdana j
Maime = x
Haey land x ! E"
Maesachusetis X % # X
Hichigan $_'r
Mianesata
Misaiseippl w*
Mizsouri o # b~
Moncans bl
Hebraaka x*
Maryada
Hew Hanpshire ¥ =
Hew Jersey % x K
Hew Mewlca
Hew York x -y x =
Horth Catolina 4 u
Horth Dakota £
O 1/
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TABLE 46— {00NCL D)= STATE-ATD-TO LOCALTTIES SUPFEEMENTING THE LOCAE DONTRESUTION
MOER SELECTED FEDERAL GHANT FROGRAMS , DECEMEER 1967

Haake Water amd Urban HMams
Treatme=nt Alrport Hoepital Uehan ! EpuaE Trapspar-
Srate Works Conscruccian Construction _B.E:“'I.i Facilitiea EdLion
Dk lahons 4
Oragan X I:—il-,-"
Penmay Ivanis 4 :'I.2 X b 4 "
Ehode Island = n_'r " ES
Sotich Caroling =
South Dakota =*
Tennesses x =
Texas x X
Utah =t y
Vermont x = .l
Virginia x
Washington = -4
Hest Virginia
Wisconsin x = % =2/
Wroming X
1f Typically provides one=half of local contribution.
24 was &1l or most of the airperts.
3! Provides or haz provided aid in specificd fnstances.
E.l' twns and operates sone of the airports.
5/ Bowaer only.
f/ Loana only,
7! Bond issue,
E,l' Only im cases of proven hardship.
B Limited application.

Whome or all ald from avistisn-celated raxes and revenue.

Source: Data chtaiped from admimisterieg Foderal agencies.
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State chenmeling of Federal aid.--Local govermments are among the ell=
2ible recipients directly or (ndirectly for a substantial portion of the 379 Fed-
eral grant programs. Sike¥-eight of these granL programs go directly to locgl
govermment while the rest are admindstered through the states. State dinvelve-
ment of channeling may take two major forms, It may consist solely of review
and comment or approval of applicacions poing directly from local governments to
the Federal agency, or there may be move State involvement and initiative through
8 Etate plam, State allocation of avaeilable funds within the State, or State de-
termination of eligible projects and priorities. Table 25* identifies the Fed-
®THL grant=in-ald programd [orT which local governments are direci recipients wi -
no State lovolvement and those direct Federal-local programs which in one way or
ancther are channeled through the States,

The precise nature and significance of State involvement of channeling
in Federal grant programs varles conslderably, reflecting both differing Federal
and State requirements and procedures. An earlier Commissfion report, Impact of
Federal Urban Development Progrems on Local Government Orpanization and Planning,
includes a general discussion of chanmeling in those 11 proprams for which it was
tequited out of the 43 programé of finamcial aid for urban development available
at the end of 196Z, The arr&ngamantn_giﬁcribed for the gprograms [llustrate the
forma that State channeling can take.L Hearly one-half of the programs re-
quited a State plan which served as the primary instrument for channeling.

State technieal sssistance snd apencies for local affsirs.--States can
fulfill an fmportant role in local administration of Federally aided programs by
providing technical assistance, thereby complementing the provision of financial
assigtance. Steadily increasing urbanization amd the attendant demand for more
and betrer governsental services have placed new and heavy burdens om all govern-
ments, incloeding loeal govermments. Some States have respended to this crisis in
Tocal public services by inmitlating or Increasing technical aid to their belea=
guered municipalities. The extent of this technical aid waries broadly--by func-
tion and by State,

Some SCatea provide technical assiatamce to local govermments in pro-
gram areas which are eligible for Federal asalstance. This is true, for example,
of public health, crime control, water supply and sewage disposal and public edu-
cation., Assistance 1s most frequently provided in the form of technical or pro-
feaslonal skills or expensive and specialized equipment, as in che case of engi-
neering, planning, laboratory and testing facilities amd services.

Usually, it is difficult to relate directly the technical assistance
rendered to Federal grant programs. In some cases, however, such State assis=
tance is clearly provided as part of thelr ipvolvement in the sdminiatration of
Federal gramts to localicies. State agencies may provide engineering and plam=
ning assgistance to local jurisdictions vndertaking projects under the floed con-
trol and small watershed grant program. Perhaps the most usual and complete ser=
vices ocour in commection with the urban plamming asslstamce program for cities
and counties under 50,000 population: where localities develop their own plans
and projects using Federal grant sssistance, State consultation is required amd
in some States & considerable portion of the techonical -work may be provided di=
rectly by the State agency.

#* See above, paga 168,
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Planning assistance may alsc be provided to lecalities in comnection
with pregrams for which a State plan Is required. 3State hospital planning agen=
cies, for example, may work with localicies in developlog specific building plans
for projects to be assisted wnder the Hill=Burton grant program. Similarly States
may make engineering and planning assistance available in connection with their
gdministration of the Federal Water Pollution Control Agency's program of grants
for sewage disposal projects. Ome of the basfc objeccives of the Elementary and
Sacondary Educatiom Act is bo improwve State services to local school districts.

A major recent development in a considerable number of States has been
the establishment of special agencies for urban or local affairs to assist im
coordinating and providing services to loeal governments., 3Such agencies provide
services and have responsibilities not directly related to technical asslstance
and their technical setvices darg nob confined Eo EEdcrally aided ProfEeams . Ihey
do serve, however, as a specific focal point in State government o which loecal
governments can turn both for the direct provisiom of technical gervices and for
information regarding the availability of services from other agencies. They can
help the States fulfill their role in the administratiom of Federal grant pro-
grams; they serve as clearinghouses for information regarding both State and Fed-
eral grant-in-aid programs; they can assist in the development of planse, projects,
and appligatiﬂnn for Federal mssistance; and finally they ¢an meedl needs for tech-
nical assistance not otherwiase provided.

Some of the earlieat State agencies providing technical services were
located at State wnlversitles. The Munlclpal Techmical asdvisery Service et the
Universlcy of Tennessee and the Imscicute of Covermment at North Carelina are
among early examples. Othera were the bureaus established in agencliea responaible
for [lnanefal supervialon of local povernments. Such buresus wltimately provided
not enly financial supervision but also technical sssistance in commectlon with
meating specific financlal requirememts and also for broader purposes. The two
major examples were the former Buresw of Municipal Affaidrs In the Department of
Internal Affairs in Pennsylwvanla and the Division of Local Govermment inm the De-
partment of the Treasury in Hew Jersey.

In Mew York, a somewhat different approach was taken in 195% by eatab-
lishing an independent Dffice of Local Government with fairly general functioms.
The office--among other duties--acts as & clearinghouse of information for local
govermments regarding Federal and State services and grants which are available
to them and assists them in making applications and contracts. In the same vear
the Local Affairs Agency in the Office of the Covernor in Alaska was established,
Similar agencies have since been established in Rhode Island, Tennessee, Califor=
fia, Colerado, Illineis, Wisconsin, Hinnesota and Vermont.®

Another pattern has emerged in Pennsylvanis and Wew Jersey with the es=
tablishment of strong, independent line departments of commmity affairs. These
departments brought together the existing agencies for local affairs and also a
number of substantive program responsibilities relsted te local governments,
including che administration of grant programs in a number of areas such as pov=-
erty, urban renewal, public housing, snd planning assistsnce., HRecent action in
Misgourl, Commesticut, Ohio and Washington established similar wmits. These agen-
cies provide a stromg focal point dnm State govermment for developing a coordinated

*  See Table A-34 for & more complete analyals of the functions performed by the
varlous offices of local affairs.
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approach to local government including the channeling of Federal grant funds
under programs where this fs provided for.

It should be noted that Title IX of the Demongtration Citiex and Metro=
politan Development Act of 1966 established a new program of grants for urban
information and technical assistamce services. Its purpose i to assist States
in making information available on wrban needs and assistance programs and activ-
ities amd to provide technical assistance to small communities.

Local government plann —=As with the States, the significance
of sound, effective local planning ls particularl ¥y apparent im relatfion to the
impact of grant programs. The planning process along with budgeting can provide
an independent evaluation of che needs for speclflc programs and help develop a
balence among alternative local demsnds. A measure of order and focus can be
imposed at the local lewel on the frequently overlapping and sometimes emflicting
Federal programs if an adequate planning and budgeting operation exists.

The 70l wrban local plarming assistance progra= comstitutes Federal cec-
ognition of this potential. This program was originally designed primarily to
provide the planning necessary for effective uvse of urban development programs
guch ag urban renewal, redevelopment, low-income public housing and publie works
facilities. It now provides support for mech broader &and more signifieant plan-
ning activities.

Historically, the original focus of local plenming was primarily om the
physical development of the community. The more recent trend places incressed
emphasis on spcilal and economic factors and the imterrelationships between physi=-
cal and human development or renewal. Moreover, with increasing urbanization many
public programs and facilities have large service areas, goeing well beyond the
borders of the traditional planning jurlsdiccions and concerns.

Federal policles and grant programs have reflected these trends. wWhile
contimaing to support physical planning implemented through land use controls and
program planning by line agencies, certain grant provisions now encourage and sup-
port the development of more comprehensive concepts. The commmity remewal pro-
gram, for exswple, has been encouraged as a method of bringing together in a sin-
gle planning process such Interrelated developments as urban renewal, redevelop-
ment, low income public housing, and other programa. An areawide transportatiom
plamning program for metropolitan aress is now required for Federal highway aid
for such areas. MAs mentioned earlier, Sectiom 204 of the Demonstration Cledies
and Metropolitan Development Act of 1966 requires review by an areawide planning
agency of applications in a number of granmt programs affecting urban development.
Finally, under the sewage treatment construction works grant administered by the
Federal Water Pollutiom Comtrol Agency, the basic grant can be inereased by 10
percent if the aided project conforms to an areawide comprehensive plan.

There are four major types of local planning agencies in the coumtry
today: city and municipal planning commissions, county planning agencies, metro=
politan area plamming commissions and regional plamming agenclea. AC the outset,
it should be noted that there iz some overlap among these planming agencies. For
single-county metropolitan arcas, a county planning agency is for gll practical
purposes a metropolitan area plaoning agemcy. In some States, joint clty-county
planning agencies are encouraged and, in single county metropolictam areas, they
frequently also serve as metropolitan ares planning agencies. Althouwgh there is
separate authorizing legiszlation in some States for metropolitan arca planning
comnigsions and for other reglomal planning commissions ocutside of metropolitan
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areas, arill other 5tates make no distinction between them and the regiomal metro-
politcan area categories coinclde.

The extent of the various types of planning agencies in the country has
been highlighted in some recent surveys. The Municipal Yearbook-1963 reports that
of eities over 10,000 population, nearly 1,300 of 1,400 indicated that they hed
an offieial plaming ageney. Onlvy about one=third of the eities, however, had
full-cime professlional scaff. me=fifth spent less than 51,000 anmually on plan-
ning. Among the larger cities reperting, the proportion having official agencies
with full=cime staff wes higher; of 114 cities ower 100,000, 105 fEE&FEnd having
offictal plenning agencies and 97 reported having full-timao staff LoL

In the fall of 1966 che American Institwte of Plasmers and the 0ffice of
Regional Economic Development (now OEfice of Kegional Development Flanning) sur-
veyed the 50 States regarding the ?m:ent of areswide planning, including counties,
regions and metropolican areas.233/ The survey found county planming activity inm
fiearly 30 percent of the Hation's 3,000 counties and slightly ower 100 metropol-
itan and regicmal plamning apencies (including B interstate) in 34 3tates. Three=
fourths of the 23] metropolitan arcas have some form of areawide planning agency.
Of these, approximately two-thirds are single county EHE&'E with & tﬂuﬂLwadE
planning agency including both eounty and city-eounty agencies,

Local coordination of grant programs.--The planning and budgeting pro=
cess in local goversment is ome of the major elements in coordinating Federal

grant assistance with overall local objectives. The other major element {8 the
development of organizational and strwetural techniques designed to facilitate
coordinated adminfstration fn the implementacion of Che planning and budgeting
Process .,

Ag In State govermment, efforts to adapt lecal adminietrative orgeniza-
clon to provide better coordimation of Federal grant adeinistration have followed
twe major courses. The most widely used approach has been the appointment or des=
lgnation of & specific position for Federal ald coordination. The other appreach,
which has broader general objectives, has been restructuring of departments and
agencies which reswlis in bringing together under one administration the programs
upon which Federal grants have their major impact.

The assigrment of responsibility for Federal ald coordination te a spe=
cific individual or office has included the appointment of a development adminis-
trator, an assistant to the chief executive, a Federal liaisom or Federal-city
coordinator, or a county development coordinator. The appointment of a Washingtonm
representative might alse be considered to fall in this category.

A recent International City Managers' Asanaifgi n repart summarizes the
results of a survey which identified these apprnachea-l In Hew Haven, Conmect-
fcut, a development administrater is responsible for plamning and development for
the entire city. Among his duties are the review and evaluation of Federal pro-
gram information with appropriate departments snd the coordination of Federal=
local program activities. Several cities reported the establishment of a specific
position for coordinatiom: in Des Moines, Tows, for example, there is an adminis-
trative assistant for Federal mmicipal coordination in the 0ffice of the City
Manager; in Denver, 4 Federal liafson officer has been established in the Office
of the Mayor; and inm Oklahoma Clty, there 1z a Federal cicy program coordinator.

While apecifiec funecions of chese officials vary from city bto city,
they generally include the channeling, evaluation, and review of Federal program
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information; evaluation of the specific ilq:uti‘.:t of Faderal programs om local plans,
objectives and budget; end review and processing of grant applicatioms. Several
cities reported that in additiom to the overall planning responsibility and its
coordinacing effect on Federal grants for urban development, the city plamming
department was specifically asaigned the resppnsibility of coordinating Federal
aid information and gramt applicatiome. In additfion, as noted earlier, several
large cltles have established a2 Washington cffice to facilitate liaison with Fed-
eral agencies and assisc In the coordination of Federal grant activities at the
local lewel,

Currently, over 300 counties have appointed or degignated a county de-
velopment coordinacor with responsibiliey for coerdinating activities dealing
with Federal and State assistance. Approximately one-fourth of the coordimators
are assigned full-time to this responsibility) and the remainder serve primarily
in another capacity. Approximately ome-third are in the county executive or ad-
ministrator's office, a little less than a third in the planning department, and
the rest about evenly distributed among the budget or finsmce department, an eco=
nomic development agency or other departments. The county development coordina=-
tors assime respomSsibilities Ee‘n:raﬂ.j similar to those described for the Federal
aid and d:‘utlnpmcnr_ coordinators in cities. A ligni.t'icn'nt. organizational develop=
ment in a mumber of cities, undertaken with a more fundamental objective than the
coordination of Federal assistance, has accomplished this purpose by bringing
together under a fingle agency a nu=mber of the most important federally aided pro-
grams. A mumber of cities have consolidated their planming and wrban development
programs into a single minicipal development department and, more recently, human
resource agencies have been formed to deal with welfare, poverty and related pro-
grams. This appreach parallels the formatiom at the State level of similar agen-
cies, departments of comwunity development and human regsource agencies. This
organizational approach is, of course, also the basis for the establishment of
the Federal Departments of Housing and Urban Development and Health, Education,
and Welfare.

4 survey conducted by the Amerfcan Society of Planning O0fficials in
Aupust 1964 Eﬁnvidea Information regarding several departments of community de=-
welupment.li_ At chat time experiments in the directlon of adminlstrative inte=
gration of development were primarily directed teward a combination of planning
and urban renewal. In some States, particularly im & mumber of Michigan cities,
the urban renewal function has been the rTespomsibility of the planming agency frem
the start. In other cities planning and urban renewal are initiated within a cdm-
bined department.

Experience seems to indicate an extensiom of the organization trend,
which began wich Baltimore, of pyramiding related functions under urban remcwal--
the new ingredient being the additiom of the city planning function, thus bringing
together in one agency a range of responmsibilities for functions which ifncludes
programs frequently aided by Federal grants. Another atep in this general direc-
tionm was taken with the eatablistment of the Human Resources Administration in Mew
York City combining welfare, youth, esployment and antipoverty functions. These
reorganizations provide an administrative mechanism for coordinatiom of Federal
grant programs at the local lewel.

Federal grants and special distvicts.-=The provisions of Federal grant
legislation have created special organizationmal and structural problems for local

govermments. Two were identified in the Commission's earlier study on the Impact
of Federal Urban Development Programs on Local Government Organization and Flan-
ming; about a guarter of Federal programs affecting urban development induce or
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oven regquire special districts for their administration, and mostC Federal aid
programs considered did not serve to encourage arcawide jurisdiction and even
crested a preference for or required limited local jurisdictions . 146

One of the problems facing local government in the United States in ita
efforts to provide an adequate lovel of increasingly urban-type functions has been
the diffusion of auvthority for certain functions amomg a number of single or lim=
ited purpose special districts. Frequently functioms which are closely related to
the whole fabric of local government responsibility such as water and sewer [acil=
ities, urban renewal and fire protectiom are outside the jurisdietion of the gen=-
eral local gevernment most immediately responsible to its residents. Historically
there are a number of reasons for the use and proliferatiom of Epnci&l purpose
digericts includi Financial and functiomal limitatioms on the powers of general
local Enuernmtntu._ﬂlf A number of Federal grant programs include the special
purpose districts among eligible recipients for grants; several actually encourage
thelr use and a few even require it.

Federal palicies in this connection have frequently refllected & prag-
matic approach to determining organizational requirements for eligibility. The
primary fnterest has been Lo assure professional gquallity performance of the fume-
tion and the achievement of apeciflec program cobjectives. At the time grant pro=
grams were lnaugurated, limitationa on general purpose units of government served
te encourage the use of specific functional adjustments in locel government organ=
lzation as a basis for grant assistance. Among the examples of Federal grants
providing encouragement for the establishment of what could be called counterpart
special purpose organizatioms in local jurisdictions sre the followimg: {1} the
reclamatieon program requires establishment of independent drrigatiom or water waer
districts under certain circumstances; (2) programs of public housing snd to a
lesser extent urban renewal have been largely administered through independent or
semi-independent local authirities due E0 the preference of Federal officials dur-
ing the formative wears; and {3] loans for rural housing, farm labor, and senior
citizen housing and farm development and conservation reguire approval by feder-
ally appointed county commiteees of local farmers.

Fﬂg[al grants EE intErli‘Jtul EﬂDEEEHt'_J,-I‘-'FI'I.-"ThE Advisory Commiseion's
reports on The Impact of Federal Urban Development Programes on Local Gowvermment
Organization and Flamming and on State Constitutional snd Statutery Kestrictions
Upon_the Structural, Functional, and Personnel Powers of Local Government pointed
out that certain grants-in-ald flowing te small units ¢f local geverrment may tend
toe wnderwrice unites which are wnecomomlcal in slze. Some Federal regquirements or
incentivea may serve to encourage geographic isclation of individusl general pur-
pose governments by underwriting projects and programs that could not otherwlse
be uwndertaken by a single govertment. Grant programs, om the other hand, could
provide positive encouragement for joint projeccs.

Substandard wrban development.=-The Hational League of Citles/Macional
Azsociation of Counties Committes on Substandard Urban Development fn Rural Areas
pointed out Lhﬂuﬁiieatrable impact of some gremt programs on local government.

In those areas g prejects gualifyling for asafstance wnder basically rural=
aoriented grant programs impinge upom areas where rapid urbanization ie caking
place, the differing standards and needs of rural and urban development are
brought into sharp focus, HRural wtilicy discrieces, for example, gualifying under
the rural water and waste disposal facilities grant program have buwilt water and
sewer sSystems wusing mains too small to be integrated into the arcawide water sup-
ply and sewage disposal system which will be required when more iﬂtenalwe urban-
ization takes place.
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TRENDS AND PROBLEMS-A RECAPITULATION

The categorical grant=in-aild, the principal tool of Fiscal Federalism
during the past century, has had a near-explogive growth in Fecent years, in
terma of numbers, dellars and effects om Federal-Stare-loecal relationships. The
cutetanding characteristics of this growth have bepn:

® The proliferation and excessive categorization of grants;
% The expanding use of project grants;
® An increasing varfety and ifnconsistency in matching ratios:

* The development of multi=functional grant programs, cutting
acrogs "disciplines" and departments

®* The trend toward bypaseing the States with divect Federal-
local relations {"direct federalism”} and bypassing both
State and local governments (Mprivate federalism'};

® A growing emphasis on grants to urban areas;
# Multiplication and inconsistency of planning requirements;

®* Failure to rationalize Federal fileld crgamization and devolwve
gignificant grant authority to regional offices.

The categorilcal grant system, and particulacly some of these recently
acquired features; are cavsing severe Intergovermmental strains.  Probably the
number opme complaint by State and local governments is the "information gap":
what granta are avallable, who adminilaters them, ete. Hultiple and incomsistent
plavning requirements cause confusion. Scates feel they are being elbowed out
of their righeful position at the fulerum of the federal system by the trend
toward direct Federal-local grants and the increased reliance on project grencs.
Finally, the trenmd toward "private federalism’ makes both State and local govern=
menls uneasy.

The Hational government has had to come te grips with some of the fric-

Eioms gmzrat:ﬂ. 'h-:.l the grant-in-aid system and has taken prn'ru:i_ai_'na actions Eo try
tg Jubricate the frietion points, ineluding:

& Top Administration establishment and maintenance, threugh the
Viece President and the Qffice of Emergency Fl:‘nnin;, clear
chamnels of commmmication with Governors, Mayors, State legis-
lators, county officiale and other officials;

® The Bureaw of the BPudget's rekindled interest in intergovern-
mental coordination; L ]

# fActlons by key department and agency heads to deal positively

with intergovernnental problems, ineluding establisbment of
high=echelon offices for intergovermmental relatioms;
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® proused concerm in Comgress, expregsed In the holding of
various sets of hearings on the problems of grant adminis-
tration.

On the megative side of the Federal picture, however:

# Full awareness of the intergovernmental and interagency
implicarions of their respective grant-in-aid programs
has by no means penetrated all domestic Federal depart=
ments and agencies;

# Mew techniques of interagency coordination are still enly
in the testing stage;

¢ Middle-management functional specialists comtinue to be
guided by "tumnel vision";

® There iz still doubt whether Congress will strengthen its
procedures and its use of the General Accounting Office
in order to better discharge its role in the review and
overhaul of the grant structure.

The changing ispact of Federal ald om State and local administration
over the last two decades has created special problems for top policy-makers at
the State and local levels:

® pMost State and local officisls believe that the Increasing
number of grant programs has led to greater Federal inter=-
ference in their administrative and policy roles and has
tended gemerally to be less scimulative and moTe coercive.

® The grant-in-aid principle is accepted by 5tate and local
officials, but specific reforma are desired, including
greater flexibility in organizational, personmel, and fis-
cal requirements; greater wniformity in matching and appor-
tionment formulas; broader categories] better progras coors=
dination; and greater certainty in Federal grant funding
practices.

® Grants, in many cases, have accentuated the cleavage be-
tween line agency asdministrators amd political decision=
makers and between the States and their localities,

® The Governors in many 5tates lack formal administrative
authority to cope with the negative features of Federal
grants in the State executive bramch.

® The lawvmaking, sdministrative oversight and fiscal fume-
tions of the State legislature are conditiomed o a
greater or lesser degres by the grant-in-aid system and
many State lavmaking bodies do not have the time, the

tenls or the organizatiom to assume effective legisla-
tive leadership.
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& State authorizatien for local governments to participate
in Federal grant programs generally has been good, but
direct fiscal involvement by States in Federal-local pro-
grams, while improving continues to be the exception,
tather than the rule.

# The extent to which States provide technical assistance

to help thelr local jurisdietions varies broadly but
generally much more effort could be made.
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TABLE A=1.-=-00VERMMENT EXFEWDITURE, HATIOHAL IHCOME AND PRODUCT ACCOUNTS BASIS,
1946, 1956 AND 1966

AMOun L Percent Increase Fercent of GNP
Itam 19466 1956 1946 1946-1 0966 1956=1966 1964 195k 1946
mmmmmmme(billions)====su---
A11l governments, totall! 520%.9 5104.1 § 45.5 161% 102% 28.2% L8R 21.8%
Delense, intermational and
space researchl/ TE.G 47.2 20.5 282 &R 10.5 11.3 9.8
Civilian-demestic 131.5 56.9 4.9 428 131 17.7 13.4 12.0
Federal Government, total 142.% 71.8 35.6 101 90 19.2 17.1 171
Grants-in-aid 15. 48 3.3 1.1 1,245 B 2.0 0.s8 .5
Direct expenditure, total 128.1 63.5% 3.5 271 a7 17.2 16.13 16.5
Defense, international and
space researche TR.4 47.2 205 282 ki 10.5 11.3 9.8
Clvilian=domestic 449.7 21.3 13.9 258 133 6.7 5.1 6,7
State and local guvernlfntalf g8l.8 5.6 11.0 i 130 11.0 8.5 5.3
Exhibit:
Gross national product 743.3 4£19.2 208.5 256 77 - - -
1/ Excludes intergoveromental transactions.
2/ Includes an estimated portion of the net interese (77-78%) that is sttribucable to defense, international

and Space vasesarch actiwvity,
411 civilian domestic,

bt

Source: [.5. Department of Commerce, Office of Business Economics, The National Income and Product Accounts
of the United States, 1929-1965 (Washington, D.C.: U.5. Government Printing Office, August 1366);

and Survey of Cutrent Business, July 1967 (1966 data partially estimated]).



TAHLE A«l.-=-5TATE FROPORTTON OF STATE AND LOCAL DLRECT GENERAL EXPENDITURE,
FOR STECIFIED FUNCTIONS , BY STATES ARD REGTONS, 1966

[Fercencs)

Total Direct Education Health
Ganaral Bigher Pub:lic and

State and Beglion Expendibure Tocal Education Other Highways Helfare Bospifala
United Scabas 35.3% 22.Th BS. 1% W TR LT bE BT 50.2%
Hew England 39.3 19.7 99,7 5.5 754 43.5 TI.4%
Halee 53.1 29.8 1804 il.1 TE.4 ag.q 85.1
Kaw H.u.flpllh:l.‘l’ﬂ Gy.T 26,1 140,40 5.1 T30 §E.49 8.8
Vermant &l.1 6L, 7 10,9 q.4 80,5 83,8 80,0
Mazsachupetbs 0.5 15.7 0o, 3 1.9 64,1 a0 83,2
Rhode Lsland GB.E 26,5 L. 8.4 796 a9 B5.5
Comnect Loat T | 16 & 108 .0 6 B2 & pa_g B6 .4
Hideast 27.9 16.0 Bl.6 B0 B2 .4 21.7 58.2
Hew York 22.9 15.2 GO0 B.5 33.5 1.5 &0.3
Kew Jarsay 24.1 128 L0 1.3 El.G 104 £3.1
Parmeylvania 3&.7 15.7 970 .0 7498 B1.8 B1.1
Delawars 49,9 39.5 1060 0 k.1 57 .4 100 . i T4 .5
Maryland JL.8 17.4 Gl 1.8 B5.1 2.0 71.4
Great Lakes 3.4 244 31.% 2.2 56 .4 L0.0 50,7
Michigan 3.2 2586 908 2.3 33,2 #3.5 ahok
hic 29.5 L7.5 B0.4 1.4 E5.6 .5 &6 .1
Indiana 4.7 26.9 1000 1.8 63.5 8.6 58 .4
Illinois 33.5 .0 91,5 1.9 57.21 1.8 Bid. 3
Wiscanaln 291 29.3 2%3.0 T 33.7 1B.% w14
Plaine 7.4 25.5 5.5 1.4 [ 52.3 37.1
Mipncsota 12,40 4.7 1040 1.6 4.0 3.5 =75
Tonda 319.1 27.3 B6.3 1.4 S .4 B1.1 33.7
Hizaauerl 40,6 20.1 B7.5 1.5 76,9 Gh. 0 58,7
Horth Dakota 49,0 10,40 4y.2 1.0 6.5 48,7 5.7
South Dakora ab, & 28,3 Lo 1.0 73.5 9.3 BE.3
Habraska 3%.7 5.4 BE. T 1.8 8.8 a.5 6.2
Kanfag 36.7 27.5 2.5 2.3 [ H.b Ba.h
Sputheast 4 L4y 26,6 1.8 7.2 T&.6 B3.2 50.0
Virginia 42,8 1.5 100 . L B .4 1.2 B5.6
West WEirginia 58.7 27.3 L0 . LI 06.3 45,7 FL.5
Foen Cusky 3.6 30.49 B2.5 ii.5 91.1 4 . 58 .4
Termedtee 52.7 2T.8 L0 0 5.2 73.5 0. 7 9.8
Horth Carolima 4.9 5.2 90.2 6.5 85,1 12.1 58,6
douth Carolina 49,1 8.3 Lo 2.7 Bé 4 31.5 &T.T
Georgla 40,1 25.5 97.8 .3 Ba.1 4.9 3.0
Flovida 3.4 I8.4 2.0 .1 325 HS.1 39.4
Alabama 4B, 7 .4 1000 16.2 67 .8 985 &2 .0
Mississippi 43,0 27.5 TH.T b, ¥ hill. 2 47 .6 13,7
Louisiana 5.8 28.6 98,9 7.2 774 94,7 Bl.1
Arkansa= 495 .0 100, 0 7.1 B 1 I | 57.49

263



TAKELE A-2 (CONCL'D).--8TATE PROPORTTION OF STATE AMND LOCAL DIRECT GENERAL EXPENDLTURE,
FOU. SFECIFIED FIMCTIONS, BY STATES AND REGIONS, 1966

(Percenta)}
Total Direct Eduen;inn Health
Gemeral Highar Fublic and
Srate and Hegion Ezxpenditure  Total Educatiom Other Highways Welfare Hospitals

United States 35,8 22.7% HE.1% 4.7 67.5% S6,.4% 50,2%
Southwest 40,7 25.3 91,5 1.4 T & 9r.1 47.8
Oklahona 1.6 1.3 LT .5 GE.0 G 6.7
Texas 3.7 21.0 H7.6 2.6 8.0 96,10 LG, &
Hew Mexico 52.7 4.5 10,0 b 5.5 4.7 L35
Arizona 41,6 0.8 a2.0 5.3 Th. T 2.9 4.1
Recky Moumbain 43,5 0.6 04,2 4.2 Ti.0 LE.2 9.8
Homtana 49,1 B4 g . A .8 Ti.% Th.2 87.7
Tdakhe 4.9 25.4 4.2 b, 5 7.9 A7 .4 51.4
Wyaming 5.6 j2.2 85,1 7.0 B7.9 10.6 16,2
Colorado 5.7 LT 934 ¥4 . .7 u7 4
Teak 5.0 15.1 10,0 5.5 .1 7.0 &l.6
Far Westl! 31.6 In.0 5.4 1.% 5.0 15.% 4.0
Washington 426 31.2 Eq.7 5.5 ahT.7 a5 .6 LT
Dragan L4.3 4.9 53.% 1.5 652 a6, 9 &67.2
Hevada 7.8 20.1 100.0 i.1 9.0 5.6 5.3
California 2E.8 17.4 &0, 8 2.0 B 5 1.9 L F Y
Alaska [T £0.1 1.0 Z.n ui.0 100, 0 Gl 9
Hawnil 0.5 52,3 0.1 8.7 6.0 9.5 Vh.3

1/ BExeludiog Alaska and Hawaii.

Source: U.5. Bureaw of the Census, Goverrmental Finances io 1965-ff,
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TABLE A=3,==FPER CAPITA PERSOMAL IHCOME , DOLLAR AMOUNTS, AND AMOUNTS RELATED TO
THE UNMITED STATES AVERAGE, BY STATES AND REGIONS, 194E, 1952 AND 196

Per Caplita Persopnal Income Per Capita Parsonal
Parcant Income Ralated to

Increase — HU.5, Average

State and Region 1943 18532 1966 1 8=1966 1948 L1452 1966
United States 51,430 51,733 82,963 107.2% 100 Lo 120
Hew England 1,49 1,B45 3,239 116.8 108 108 109
Maineg 1,235 1,411 2,477 00,6 Facid a1 84
Hew Hampshive 1,245 1,557 2,808 118.5 40 &0 95
Vermont 1,135 1,323 2,595 128.8 79 16 BE
Mazssachusetts 1,500 1,B66 3,271 118.1 Lo5 L0a 110
Ehode Island L,59% 1,803 3,057 104 .1 104 104 103
Connecticut 1,713% 2263 1,690 115.4 120 131 125
HMideast 1,648 1,985 1, 1%5 1901.8 115 115 112
Wew Tork 1,797 2,067 3,497 B .6 126 119 118
Rew Jersey 1,680 2,133 3,445 104 .0 118 123 116
Pennsylvania 1,431 1,773 2,968 107 .4 100 102 100
Delaware 1,721 2,293 3,529 105.1 120 132 119
Haryland 1467 1,888 3,204 118.4 103 109 108

District of

Columbia 1,957 2,457 3,948 101.7 137 142 133
Great Lakes 1,603 1,937 3,229 101.4 112 11Z 10w
Michigam 1,560 1,962 3,269 109.6 109 113 110
Uhia 1,558 1,927 3,056 BG.1 109 11L 103
Indiana 1,651 1,766 3,076 112.0 101 102 LG
ILllinais 1,615 2,078 3,532 o . B 127 120 119
Wigconsin 1,419 1,756 2,973 109.5 44 101 100
Plaing 1,444 L.624 2,847 &7.2 101 G4 96
Minnesoka 1,432 1,592 2,904 102 .8 10o0 9 G
Iionea 1,589 1,652 2,992 BE.3 111 95 101
Hisgouri 1,389 1,658 2,817 102 .8 o7 Bh 45
Horeh Dakota 1,402 1,217 2,384 T 0 GE i a0
South Dakora 1,4G7 1,272 2,620 51.7 105 13 a4z
Mebraska 1,509 1,663 2,905 2.5 106 ] OB
Eansas 1,334 1,7B2 2,862 114 .5 W3 103 97
Southeast 984 1,213 2,287 132 .4 Ha 70 T
Virginia 1,130 1,470 2,605 130.5 74 a5 ae
West Vicginia 1,120 1,258 2,174 9.3 78 73 73
Kentucky go0 1,228 2,246 126.9 69 71 76
Tennes8ea Q4 1,137 2,227 135.9 A1 &6 75
Morth Carolina a73 1,181 2,277 134 .0 &8 (it T
South Carelina a9l 1,160 2,052 130,13 G2 67 60
Georgia 968 1,21 2,379 145.8 B 72 a0
Florida 1,180 1,453 2,614 121.5 13 53 48
Alabama B&G 1,071 2,066 133.6 Gl 62 7o
Mississippi 739 age 1,777 125.2 45 51 60
Louisiana 1,032 1,279 2,277 1206 7z T4 )
Arkansae B7S qoz 2,010 129.7 &1 57 &8
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TABLE A=3 {COMCL'D).--FER CAPTITA PERSOHAL TNCOME, DOLLAR AMDUNTS, AND AMOUNTS
RELATED TO THE UMITED STATES AVERAGE, BY STATES AND REGIONS, 1948, 1931 AND 19&6

Per Capita Personal Income Per Capita Personal
Fetrcent Income Related Eo
Increage .5, Awver

State and Repion 1948 1952 1966 1958=-1966 1548 1952 La6s
Tnited States 81,430 1,733 52,963 107.2% 100 100 LoD
Zputhwest 1,187 1,513 2,520 112.3 B3 &7 a5
Oklahoma 1, 164 1,391 2,462 115.2 B &0 a3
Texas 1,189 1, 56 2,52 113.8 B3 £9 6
Mew Mexico 1,064 1,366 2,385 120,70 16 14 40
Arizona 1,274 1. 662 2,544 49,7 B9 Qi 36
Bocky Mountain 1,419 1,737 2,687 90,1 Qg 100 91
Hontana 1,618 1,76& 2,623 G2.13 113 103 39
Ldaho 1,316 1,588 2,465 45.8 g2 o2 a3
Wyoming 1,595 1,867 2,734 .7 112 108 G2
Colorads 1,433 1,830 2,916 103.5 100 104 Ba
Utah 1,250 1,551 2,685 L0, & By £9 a4
Far West 1,715 2,103 3, 364 97.3 120 121 114
Washington 1,600 1,319 3,322 101 .4 112 111 106
Oregon 1,621 1,875 2,908 To.4 113 108 1S
Nevada 1,814 2,431 3,597 92.8 127 144 118
California 1,752 2,167 3.457 a7.3 123 125 117
Alaaka n.a. 2,614 3,421 N+ Mad. 151 115
Hawaiti 1.4507 L,747 3,124 122.0 OB 101 105

n.a. = Dace not available.

Source! .5, Department of Commerce, DEfice of Business Economics, Survey of
Current Business, August, 1967,
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TABLE A-&.--PERCENT DISTRIBUTION OF FAMILIES EY INCOME LEVEL,
BY STATES AND RECTIONSE, 1959

Porcent Distribution of Families
53,000 55,000 S10,000 315,000

Under Lo to to and
State and Bepion Total 23,0400 24,999 59,5999 514 969 Over
United States 100, 0% 21.4% 20.5% 43.1% 10.5% L
Hortheast 100.0 14.2 0.0 &7.9 12.2 5.7
Morth Cencral 100, 0 13.7 19.6 bB.2 11.0 £.5
South 100.0 33.0 22.9 313.8 7.0 3.3
West 100.0 15.7 18.1 47,2 13.4 5.6
Hew England
Malne 100.0 22.8 29.0 40.5 5.6 2.0
Hew Hampshire 100.0 15.2 25.1 48.3 B.1l 1.2
Vermont 1040 23.1 2B.5 3.6 6.3 2.7
Massachusetts 100.0 1Z.5 19.5 50.6 11.8 5.2
Rhode Island 10Q.0 16.7 25.3 47.3 B.3 3.5
Compecticut 1.0 9.5 15.% 52.2 14.7 7.3
Mideast
Hew Tork 100.0 13.E 19.0 47.3 13.2 6.7
Rew Jersay 100.0 11.4 16.3 50.2 15.1 6.5
Peanaylvania 100.0 16.9 22.8 il . 0 9.8 4.1
Delavare 100.0 ia.0 19.6 4.8 12.8 6.8
Harj.rland 160.0 15.3 19,1 45,8 13,9 5.9
Diserice of
Columbia 100.0 17.3 22.6 16,5 13.7 B.O
Great Lakes
Michigan 100.0 15.8 17.6 £9.4 12.7 &.7
Ohia 100.0 15.7 18.4 9.7 11.7 5.5
Indiana 100.0 18.0 21.2 46,7 10.4 3.7
Iliinois 100.0 15.0 16.5 48,2 14.2 6.3
Wisconsin 10,0 17 .4 19.8 48.6 10.3 .1
FPlains
Minnesota 100,40 21.4 21.2 4.5 9.2 3.8
Towa 100.0 25.3 23.8 40,3 75 3.2
Missouri 100.0 27.0 ZL.5 %7 B.L 3.7
Horth Dakota 100.0 26.8 27.8 35.0 6.1 2.4
South Dakota 100,.0 33.5 6.1 32.8 5.5 2.2
Hebraska 1oo.a 26,1 5.8 38.1 f.l 3.1
Kansas 100.0 2.3 2.8 41.9 B.3 3.7
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TABLE A=&% {CONGCL'D),=--FPERCEWT DISTRIBUTION OF FAMILIES BY INCOME LEVEL,
BY STATES AND REGIONS, 15959

Percent Distribution of Familles
53,000 45,000 510,999 515,000
UInder £ o to and
State and Region Total 53,000 34,999 59,9949 514,999 Over
Inited Stateos 100, 0% 21.4% 20.5% £3.1% 10.5% &.6%
Sputheast
Virginia 100. 0 27.9 22.5 36.4 10.3 2.9
West Virginia 100.0 32.6 22.6 36.6 B.1 2,3
Fentucky 1000 33.1 22.7 3l.2 5.5 2.5
Tenneagee 100.0 3a.3 3.4 0.5 5.3 2.4
Morth Carolina 100.0 7.1 25.2 .6 4.7 P
Soith Carolina 100.0 39.5 23.7 30.2 4.6 2.0
Georgia 100.0 35.6 23.2 32.0 6 . d 2.4
Florida 100, 0 28.4 25,0 35.5 7.3 3.9
Alabama 100.0 39.1 22.6 0.4 5.7 2.2
Miasissippl 100.0 51.6 20.5 22.7 3.6 1.6
Louisiana 100.0 35.4 22,3 32.2 ;] 3.1
Arkansas 100, o 47.7 23.0 23.8 3.7 1.7
Spurchwest
Oklahoma 100.0 30,9 23.5 35.5 6.9 3.2
Texas 1000 8.7 22.5 6.9 8.0 3.8
lew Mexico 100, 0 26.3 21.4 35.49 10.3 3.9
Arlizona 100, & 2l.3 21.6 42.7 9.9 .6
Rocky Mountaln
HMontana 100.0 20.2 24.1 45,2 8.3 3.2
Idahn 100, % 20.8 25.5 43.1 7.7 2.8
Wyoming L0, & 16.5 21.7 47.3 10.5 4.1
Colorado 100.0 18.3 21.5 45.6 10.4 &.2
Utah 100, O 1&.8 21.3 50.2 16.3 3.5
Far West
Washington 100, & 15.2 18.2 459.9 12.2 &b
Oregon 100, ¢ 17.1 20.2 48.8 $.9 5.0
Hevada 1000 12.3 17 .6 48.2 15.6 6.l
California 100, 0 14.1 16.2 4F.9 15.3 .5
Alaska 100.0 14.6 15.7 39.9 20.6 9.3
Hawaii 100.10 12.9 2l.9 43,1 15.1 6.9

Source: U,5, Burcau of Census; U;5; Census of Population, 1960, Vol. I, Part L.
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TAHLE A=3.--FERCENTAGE DLSTRIBUTION OF STATE AHD LOCAL GENEEAL EXFERDITURE BY SO4BCE
OF FIHAHCING, EY BTATE, 1942, 1957 AND 1045

15946 1937 Lai2

Fedetal SEAER Liscal Fadaral State Lowcal Federal State
State apd Reglonm Total Funds Funds Fumsda Tical Fundp Fumsla Funds Funds Funds
United Staces 100, 0% 15, 8% £0.2% &b 0% 100, %.5% 42, 3% 48, 2% 9,3% &0.2%
Hew England 10n.0 15.4 38.2 a6,1a 100, 0 BB & b Lb.E a.0 .9
Halme 106G 20.48 £0.5 J&.10 100.0 11.5 W50 [ 10.2 £31.5 o
Hew Hampshite 100.0 15.2 7.3 4T.5 100, 0 T.6 LT 48,0 1a.1 .4 .
Wipenank. 100.0 27.2 L2.1 a0.7 1a0.0 12.1 AE.T 39,2 12.2 £3.3 .
Hansachusstb ta 100,0 14.1 3.5 1.5 10,0 &2 L3.8 3.9 7.0 Ji.m
Bhode T=land L0 .8 17.4 £5.& ir.? 1000 11.2 L ) L G.h 20,1
Conpectlout 1413.0 12.5% 41,9 5.0 1a0.0 4.1 52.B 43,0 6.7 .3
Mideask L0 1.8 39.0 50.2 140,0 5.8 37.5 4.k h.3 .6 59,0
New York 1014 B.6& 41.9 0.5 oo, 0 5.3 35.% 55.4 &3 .0 &L.4%
Mew Tersay [ e ) ] . b T BT L0 .0 .2 28.% 66 .8 .6 6.6 GE.E
Pennay lvania 1000 13.% Hl.h L&, T 14,4 5.5 54,3 54,2 g,2 41.9 489
Delawace L0003 13.3 57.5 2%.1 109,40 7.8 Tl.9 .3 b & Bl.6 E7.8
Haryland 10 12.1 45.49 2.0 L0 0 7.2 48,5 54,3 7.3 L | 53,4
Meteict of Columbia L0 26,3 = 73.7 L] 1) 15.0 = Bl.f 15.7 - a3
Creat Lakes [T ] 12.8 40.3 43.0 L] 6.9 41.4 51.8 B.7 bl 2
Michipan L. 12,6 % T b, 2 ol 4 7.1 50,0 43.0 7.9 G, 3
Dhio TEH i 15.3 5.4 50.3 L. 0 7.1 0.3 52.4 9.5 47.3
Indians L] 12.2 54,7 53,2 LD 6.1 5.4 4f.5 10.40 L33
Tllincis 1.4 1.0 6.0 51.0 L0 ¢ 6.7 2.4 Gl 3.0 3.3
Wisconsin L. L. 1 i, 8 41.1 L1 b.B 4i.9 1.3 B.b 53.5
Plains 100,10 7.6 iz, 1 b3 o 11.6 3%.1 49,3 1t. 0.7
Hinnesata 100.0 I6.% 5.8 57.3 L0k g.2 3R 5 52.4 11, [T
Lowda Log.g 1&.% 37.5 47.7 L] .0 9.3 42,8 57.7 B. 51.%
Hizgouti 10a.a 21.p 5.4 £1.7 100 .0 15.6 35.0 50.5 13.7 e .
Horth Dakota L0 .4 18,32 43.7 3.1 1004 12.4 43,9 41.7 1.9 51.2
Spuch Dakota L. 21.6 35.6 L2.8 10a.0 18.3 i7.0 Hb.7 11.5 ir.1
Habeaaka L .4 15.9 9.9 5.2 LD, 0 11.6 33.1 35.3 13.0 5.2
Kansdas L0 .4 16.1 7.4 Ok, 2 140.0 10.2 3.3 56.5 12.4 g9
Sautheast lo0.0 20.9 55,1 3.0 100.0 13.7 50.7 35,6 11.5 514
Virginla 1060 18.3 L3 6 14.1 140, 0 4,0 5.1 0.6 9.5 53,5
Wast Virgicia 1a0,0 7.2 49,8 23.4 1a0.d 1%.3 57.1 [ 11.4 SB.8
Esntucky lan.o 23.13 48.1 28.6 1000 14.3 47.4 g3 12.7 45.5
Tennegdas 1a06.0 21.5% 3.2 5.1 104a,4a 14 . B 47.73 aH.1 11.7 43,7
Horth Caralina 106,50 18.3 520 29.% 190.a 16.13 517 a0 19.3 b6,
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THAELE A-5 (CONCL'D). --PERCENTAGE DISTRIBUTION OF STATE AND LOCAL GEMERAL EXPENDLTURE BY SOUHCE
OF FIRAKCIWG, BY STATE, 1942, 1937 ANHD 1966

1964 1557 1957
Fadaral State Lacal Federal State Local Fedaral Scate Loeal
State and Region Total Fuitds Eunds Bypals Total Funsds Faoul= Fumds Fysds Fugds Fupds
United Stacas 103, 0% 15.8% 40, 1% LT Loo, 0% .55 42. 3% 4B, 2% 9.3% LD, 2% 50.5%
Sputheast {cont'd)
Soaith Carollna L4 19.5 52.1 28.2 100,10 1x.9 6.5 e [ 13,2 .5 - .
Geargia 1.9 21.0 40.9 3.0 1Q0.0 13-4 5H.0 a.z 11.3 44,0 [
Flarida 1000 1%.2 19.2 Lh.5 10G.4 a.3 .2 L B.% 4%.4 47.1
A labama 1000 27.5% by 2581 1oo.a 15,1 Sh.G 31.3 11.8 GH.9 9.1
Hississlppi 10 21.5 al.3 .8 140,04 18.0 G8.% 33.2 16.5% AT, T 13.8
Lo siamn L0k 2 22.3 5.9 25.8 100,40 li.g [ | 25.4 n.o &0, 1 9.8
ArKansas 10 I 27.5 A0.6 2.0 146,64 19.2 59,7 31.1 14,2 LT 30,3
Seuthwest 100 19.8 40,3 3.3 140.0 4.0 42.8 5.6 L2.9 7.3 39.4
Ok lahoms e i 3.5 45.7 .7 100,10 16.4 33.2 0.4 16,0 0.4 32,8
Tiexas RE iy A m Fa ] Bhoh EAiEriE . s | —3¥ iy 508 1 e 7 i 560
Neéw M=ixico LD 1l.4 GR.Y 2.6 LaG.a 23,19 55,4 1.1 15.2 [ i@, 7
Arizona LE .2 hE.T M.l 1ao,0 11.5 86,7 418 L7.2 25 .7
Rocky Mountain 10 .4 22.3 39.1 8.3 10,0 1h.L 39,7 0.3 16,6 10,1 L |
Hantana 104 & 2% .8 M.T 0.5 1000 i7.3 35.1 47.6 17.3 5.1 4.6
Tdaho L. I Pl 43,0 34,1 108, 0 15.5 9.7 45 .8 15.8 18.3 65,9
Wyoning FRE 3.6 36.1 JL.4 104.0 5.9 Ja.0 g2 18.5 39.8 41.6
tolorada 10, O 19.6 6.7 43.7 1040 5.3 41.0 0T 14,7 9.6 41,7
Wtah 100.0 21.2 5%.2 30.46 100.0 5.3 42.8 42.9 19.4 43,1 7.6
Far Wentl 1004 16,7 9.0 45,3 100.0 10.8 41.2 R 10.7 7.4 52,3
WashingEon 140,00 17.8 57.1 14,1 Y ) 10,2 55,6 35.3 13.7 50,0 56.3
Oregan 100,00 2.3 a4 1%.3 PR 1% .3 62.9 £2.9 10,6 JL.1 8.1
Hevada 1ai,0 15.% Mg 46,6 L0, O 17.0 0.8 2.2 9.5 23,1 a5.2
Callioenia 100,00 16,0 4.1 45.9 1000 1.4 M. & 50,4 9.5 37.3 53,2
Alaska 100,0 0,40 iE.7 0.9 il M 254 .2 3.1 3z.7 N8, Mol Dl
Hawaii 100.0 0.6 55.2 5.2 1.4 12.1 53.3 20 .4 Mails Mafa M.k,

mox. w Dats mot swallabio.

L Excluding Alagka and Hawaii,

Soarcet U.5,. Bureau of che Cansus, Historical Srariseich on Govetnmental Figances apd Epploypent (1362 Census of Covernsents, Vel. VI,
Mo. 4); Covgrpaeptal Finsscas in LG Sa el .



TABLE -4 .--STATE &10 TO LOCAL GOVERSMEWTS, BY FURCTION, 3 STATES AMD RECIOME, 1944
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TAELE h-b (CORCL'D) --5TATH ALD T0 LOCAL COVERNMINTS, BY FINCTION, KT STATEE AND KECDOMS, 1564

_wiine_(Hillicas) Poregne of Toral
General Local Realth General Locad Bealth
Doverarent Fublie and All Govarnment Fublic and All

SEate and Lin Tukal Buppoit Educatiog Nighwave HWelfare Hogplgsls Ggher Suppoae Educneion [iphuays Welfare Hospirale Db

Unkeed Sealas B1E.EBA7.9 @1,281.0 10,1767 1,72%.1 $I881.6 276,06 53B.8 T.E% a0, 6L 105 17.1% 1,65 3.0

Suvatheaa 30045 (11, I,4%6,3 Tha.% 25,7 55,5 A3, 2 S.4% a.w 7.5 a,n 1.4 E.0
Firginia 1.2 1&.1 La5.0 156 a8.1 1.8 .9 S.0 RH.E fi. 5 T S 1.0 5.1
Hesk ¥irgiain . - L8, 3 - 1.5 [HR & - ar.g E 0.8 0.5 0.2
Eentuchy 177.4 2.1 1a1.1 2.4 5 bk 6% 1.2 G, 1.5 = 2.4 1.9
TR Tl 5 e 137.4 0.5 LBG.? [P 0.1 3.5 .3 B.G 2.5 17.1 i 1.4 ou.%
Hocth Carzoiina Ahd7.4 153 1684 B.E aL.7 G0 2.k 5.8 ¥ 1.4 Lé, 7 1.7 .5
Zouth Carolina I5E.4 18.4 L133.2 9.1 - fi b 1.0 10. L 5.5 s 3.4 0.&
Oeorpla 7.F = 93,7 268 ] M 0.7 - A, 7 T.% 2.3 .2 0.2
Flocids LA 0.1 EEFS | Lia T - Jad P Oal HY.& k.l - 1.4 Bk
Alabani ATE.S 6.9 2180 Gi.E - T.E 2.4 1.1 Ir.8 15.9 = ¥ H 0.4
Hlaeiaslppt id5.4 14,1 LZE.4 3.2 - 3.4 4.8 b a3 184 - b | 1.4
Loaiade=a Ja5.0 Al.9 273.3 L% = 3.2 B 17.3 TE.9 5.5 - 0.4 1.9
Aspanias e .1 5.3 ety | - d=1 1% 5.3 3.5 18,6 . 1.6 1.1

Soagilrasar 1,0L7.4 43,3 2@0.9 TELE - Lis 15.2 1.9 EY.A Ba? = 0.4 1.4
Ok Lahorea 185.2 2.2 L33 G4 = 0.8 3.2 L2 TZaL 3.5 - a4 1.7
Texas H50a7 (1 6331 .7 - .9 5.9 e ur.a 1.2 = 0.& a9.u
How Maxlco 1287 3.5 113.F 5.l = 0.1 L7 1.9 BL.G & 3 - a1 L&
AT Lzonk L5%.4 IT.4 LoZ. 4 1848 - 1S 1.8 e Y B}.5 1E.3 b . % 1.0

Fotky Mousraio 4273 Ba3 25%.8 3EB.9 PE. 5 a1 1%.7 2.1 H.T 9.6 13,0 L. 4.8
FapEans x4 - 0% - = 0.2 r.2 - w17 o ] I.E Bl
Tk 5024 1.4 3.3 .5 - ] 6. f,T 2.0 18,8 - 1.B [T
Hyoaing 15.7 b ] x4 a7 T | H 0.4 L% Lo § E 14,3 2.0 1.1
Co lorads: 197.l 0.1 BSa 2T_6 T1.64 1.7 15.8 [ 43,2 .5 14,3 a,5 B.0
Ctah 91.2 1.2 B 5 4.l - 0.& £.0 L.1 52.7 4.5 = .1 1-1

[

Far Year=' E LT LLh.] B,083.7 3¥F.5 BED. &%.8 159, % b, & a7 L3 T .0 1.4 &0
Washington HET 4 168 - ] 3TN - 1.7 it.e 5.5 J2.5 2.3 .7 1.2 5.8
Qregen 151.9 211 5.8 1a.6 i Q.7 1.7 L3.2 ¥.B 23.E [ 1] 0.4 b}
Havida Al g 5.7 M1 4.l = a.l o3 L11.5 .0 1.7 - .2 0.7
Califorsia 7,556.] 102.5 1.163.0 284_F B70.% &, 137, 02! 1.4 43,1 a,7 16,6 1.5 )
Alnsla F | .3 33,3 = = - 3.5 B2 M8 = - - 122
Hawali 2.4 F.4 9.1 - . a5 1.5 bZ.0 4k b 2 H i.3 1%.5

1/ Taclwdse §3.3 million, boowlng sobaidies, alzost esticely oo clcdes,
,E.’ Ewvcluding Alaska and Hewali,
A Includas §91.3 million, dietribucion of gotor wehicle 10cenee foes oo eledes,

*Leds Lhan &S50, 01
Saleee chan 0,03 FreEne.

Boiveel  WaB. Buredu of Che Cofius, State Govitnseml Flnancoes in 1965 and Giovernmenta] Flnsncss Lo ]ﬁ hﬁ,



TABLE A-7.--PERCENTAGE DISTRIBUTION OF STATE AMD LOCAL GENERAL EXPENDITURE
FROM OWN REVENUE SOURCES, BY LEVEL OF GOVERMMENT, BY STATE,
1942, 1957 AND 1966

1256 1957 S -
State Lacal State Local State Lacal
State and Region Funds Funds Funds Funds Funds Funds
Tnited Scates 47.8% 52.2% &6 BT 53.2% G 3% 55. 7%
Mew England 44,9 55.1 49.9 50,1 37.9 62.1
HMaine 51,0 9,0 51.5 4B.5 4B.5 Gla5
Hew Hampshire G& .0 56,0 4a8.1 51l.% 42,8 57.2
Yarmont 57.9 42.1 55.13 LY 49.5 S0.5
Massachusctts 40.1 59.9 5h. 7 53.3 35.8 Bi.2
Bhode Tsland 55.6 G5.4 59,9 50.1 il.2 .8
Connecticut 47.9 52:1 55.1 4.9 15.9 6l.l
Mideast 43.8 56,2 39.5 60,2 37.1 5X.9
Hew York 45,8 54 .2 7.9 62.1 15.7 64,3
Hew Jersey 27.7 T2.3 0.2 h9.8 27.9 72.1
Pennaylvania 4B, 1 5L.0 57 .4 52.6 G6.1 53.9
Dizlaware G640 13.6 T8.0 22.0 GE .8 1n.z2
Maryland 5d.2 L7 .6 52.2 &7 .8 G2.2 57.8
District of
Columbia - 100.0 = 1040.,0 - 106, 0
Great Lakas he.2 53.8 [ 55,6 55.1 5.9
Hichigan 48.5 50.5 53.8 bR, 2 £9.4 50,6
Ohio 41.3 58.7 3.5 56.5 52.3 &7.7
Indiana 50,9 4%.1 &3 .4 51.6 48.2 51.48
Illinodis 41.4 8.6 ST B83.3 .2 5.8
Wisconsin 54,3 45.7 45.0 55.0 57.5 Ei.5
Flains 53.8 5.2 Gl 2 55.8 L4a.1 53.9
HMinneszota 43.1 56.9 42 .5 57 .6 S 2 49.8
Lowa 44 .0 56.40 47.3 54.7 45.8 54.2
Missourl 547 55.3 41.5 58.5 44.0 56.0
Horth Dekota 52.2 47.8 52 5 47 .6 58.2 41.8
South Dakota 45.4 54 .6 bly, 2 55.8 £3.3 56.8
Hebraska 35.5 645 3.5 G2.5 37.48 62,3
Kansas L 9 55.1 LE.3 51.7 44,4 55.6
Southeast 57.0 53.0 58.8 41.2 58.0 42.0
Virginia 52.2 47 .8 55.3 46 . T 58.0 4G2.0
West Virginia 68 .4 J1.6 65.2 3 .E B .G 33.6
Kentucky 62.8 37.2 55.3 &5 LT 52.1 57.9
Tennessas 55.0 45.0 55.4 A4.6 49.6 50,4
Horth Carolina 63.7 6.3 &l.8 8.2 62.9 7.1
Zouth Caroling Gy . 5.1 B .9 35.1 a67.8 12.2
Georpia 51.48 8.2 55.7 Gdy . 3 0.0 0.0
Florida 45.7 4.1 LB.T 51.3 57.6 52.4
Alabama Bl.2 38.8 61.8 8.2 55 .0 &4 6
Hississippl 55.5 45.5 59,6 GG 59.5 &0.5
Louvisiana B . B 33.2 70.1 29,9 E6. 3.2
Arkansas 26.0 45 .0 6l.5 38.5 B4 .6 I5.4%
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TABLE A=7 {(CONCL'D),--PERCENTAGE DISTRIBUTION OF STATE AND LOCAL GENERAL EXFPEN-
DITURE FROM OWH REVENUE SOURCES, BY LEVEL OF GOVERNMENT, BY STATE,
1942, 1957 AKD 1966

1966 1957 169452
State Local State Local Scace Local
Btate and Replom Funds Funds Funds Funds Funds Funds
United States 47.8% 52.2% 46.8% 53.2% B, A% 55.7%
Southwest 2 9.8 49.3 50,7 5.3 45,7
Oklahoma 5.8 W0, 2 63.6 [ G0, 6 39.4
Texas 45,0 55,0 42.2 57 .4 47.6 32.4%
Hew Mexico FO.0 0.0 72.% 7.7 7.7 22,3
Arlzona 52.3 57.7 52.7 &7.3 T2.7 27.3
Rocky Mountain S0.5 49.5 47.2 52.8 6.7 53:.3
Montana 46,2 53.B 42.5 375 40,0 G0 D
Idaho oo 5.6 47.0 53.0 55.5 55.5
Wyoming 33.5 6.5 48.5 1.5 L4B.6 Sl.%
Colorado 45.7 5.3 47.9 52.1 AT .6 52.5
Ueah 6. 2 39,8 49,9 5.1 53.5 6.5
Far 'I-ilesl:l-Ill LY 53.2 46,2 53.8 L 5E.6
Washington 57.3% 52.7 &0, 7 34.3 46, 53.6
Oragon 49,4 5.6 0.0 50.0 34.8 &65.2
Hevada h2.2 57.4 49.1 50.9 35.5 B, 5
California 55.3 55,7 53,1 56.9 41.2 58.6
Alasks £4.9 35.1 56.9 43,1 flads £,
Hawaii §9.5 30.5 T2.2 27.B flaila flofla

n.a. = Dats not avallable.

i/ Exl;luding Alaska and Hawaii.

Source: T1.5. Bureau of the Census, Historical Statistice on Governmental
Finances an 1o nt (1962 Census of Govermments, Vol. VI, Wo. 4); and

‘EEW';EI:HI:.E]. Tiuﬂ&r‘;zs in 1965-66,
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TAHLE A-F.=«STATE FINARCING OF STATE AMD LOCAL INFEMDITURE FOB EDUCATION
FHOH OWH SOURCES, BY STATE, 198X, 1937 AHD 1966

Togel, 156
Furcent Toktwl, Excluding Righer Educatiom
Hrate AR THL Forcant §t|t¥ Finmscoi
b il Regdon ediiunt  Flranced —lota = __LE3Y - __j9az = [9e€ p9ST 13,
(md 1L Loma b P e TR T L —
nlzied drates F3D.1al.2 £9. 7 £33, 834.% Bll, 64 .1 g3 _15%.4 G0.4T 17 .5 4.5
Hew Englassd 1,.4465.5 3B £, 7.1 B54 .3 Laf.- & 2.3 Ltr.w iL.4
Hadne 10%.4 K94 an.3 &7.2 11.4 % .3 .1
How Hacspahicw B34 H.R o, T .7 6.9 9.8 h.& i1
Yermant 5E.8 §7.7 .7 23.9 5.4 5.7 23.9 5.5
Haznachusagis L1 ] 4.3 M.b 8.5 6.9 13.3 14.7 s
Fhiode Liland F2g. R T ] e &3-1 13.% 11.9 1.7 9.8
Comeact Sour 4ll.% 3.0 M50 183.5 i8.8 1.5 1%.7 7.5
Fildeagr &, 70,1 &4.3 5,845.T7 2.635.10 al%.2 43, F 7.5 12.%
How York 3 IRT 56.2 2,88, % L, 308,58 a4 54,3 n.T 40,5
Hise Juraey 938 .5 Th.A 4.9 L0480 4 1%, T t9.9 Frl ]
Fermsylvanls 1,853.1 &.B L &T%.6 Ti5.1 175_5 W31 il .E 7.5
Dulausrs Ll 3.1 0.1 5.0 &.3 B5.& a1.% 7.7
Harwland 553.7 &1 -0 7. % 1WL.3 2.0 13,0 . % 33.8
Ddgtrdet af Columbia BO.4 - 79.1 5.7 L5 i - - -
Craat Lakea &,196.0 43.1 &, 907 .0 2,607.1 LIE. J8. % 7.1 M.E&
Hichigam 15841 3.7 1,0484.2 L r W 4,0 LT ] 48,3
Ohia B,50z.8 3.5 1,155.1 &30 .5 L2d.2 20,8 ] &0
Irdtgn HAg .0 ie.0 &9, 5 57,3 5.0 1 3.1 M5
Illinois 1,.612.3 0.2 1,134 .6 E4d. 0 i s 22.% 10 ] iL.&
Hlsconein TR 4l 5 9.6 Zah . B 5.9 2.4 Ui & LI
Plaiza 32,5130 L LI L, %24, T 1,018.5% 212.1 0.5 5.6 .9
Himeesrra B&T_3 5401 Lol .6 ek LT 435 hil, & 3.4 ir.a
Toma GEZ. 7 5.0 w14 153.8 G4 I7.& b 2.0
Hiamoar} LU af % 47,9 7a1.3 31.1 16,3 1.0 a1,k
Rarth Dakote 110.4 &7.0 A& b ] 0.4 2w ¥ M2 W3
Soapkh Tmknobs Eid. 4 &1.1 2.6 &b .1 i1.8 10,8 12.2 .4
Hebrasha 21T7.4 .4 15l .6 &5.0 15.% 5.4 1.5 4.3
Earmas JLr.3 52.5% 51.3 1§1.13 27.4% 18.& 5.1 19,1
Eourhaast &,970.0 L5 1,691 .0 L,05%.5 FL - I 56,0 2.1
Virginia SER.G Al B E33.z 1E5.1 IE.7 3.5 36 .4 373
Wit Wirginds 2156 L] 1%4.% 100, 3 2.1 55,4 LT LR
Fentuoky 341.13 £5.5 L5 1334 261 55.1 ia.% 9.3
Temazses 4.2 [T e S 1684,.1 zr.n 32.48 48,7 T4
Borth Carolina a0l.0 T4 LT tal.z7 6.9 16.3 [T 8.3
Sorath Caroling 260.7 9.2 0.4 133.0 12.32 al.3 al.k 51.%
Cerrgle 0.3 e ¥531.1 Ed .0 BS54 LTS 33.1
Flaride 771.5 53.3 &4 T 446 5.6 5.1 hE . ¥ 52.&
Alntaza k1.8 Al b Hn.& 151.0 2.4 73.& a7.5 547.2
Hisaissippl 25 4 a4 T JEL S af.% is_4 1 T al.é
Lorafalama LTl.g 1.4 355.3 214 .E 7.9 70,3 67 & 59,1
Arkanaas 9.2 il % JET ] 5.1 17.8 1.4 i A 5.8
Sonutheast 2. 281.7 39.% L, T.T 0.8 L2B. b an.z EL 3.1
e Llahoma A55.3 1.1 .5 (L] 1.8 6.3 4l.1 55.0
Tenae 1,.438.4 57.1 1,134.5% ¥ B .3 49,4 4k, J 8.6
M MLz 1864 3.1 18,0 &4 .3 F.a 13.8 8.8 1.0
Ar[eov 291.2 34,7 oo, T 4.8 B 4,0 n.r Th. 3
Bocky Hirmtals aGr.a 51.3 21,7 1.1 55.8 36.7 7.3 11.%
Mot ATl 121- 48N a§.r 81.0 11.4 1. F 2.4 5.0
Idsho Lol 55.4 75.5 &51.7 8.3 45,5 5.7 9.9
Wyemlng B4 340 AL b B | 5.1 ul. 5 431.% 205
Coliorads 410.3 a4.3 ¥l.3 13L.K 1%.0 5.0 A I ¥
Utsh 2200 &5 T 161.5 &6.T 14.10 5.9 A .0
Far Wanel’ TR .3 2,711.3 1,555 .8 225.7 3.9 45,1 4
Washington S&T.1 LT | ¥4 & itk 55.2 7.4 5.7 5.
OEegin LT 45.% b LT | 1465 ,9 14.9 1.4 2B.1 .
Hewvads Bl 53.1 .5 19.1 Z.8 428 3.4 2%
Calllornia 3, 7837 A% ERR UL 1,203 b 1¥i.8 M. & B5.5 47,
Almaks ek 15.0 11.% 5.7 Wi.d, BB 7,5 n
Hirwall B850 141,01 LT 47.% n-a. LHLB a1.1 i,

.#.FH;:IF‘\-F‘:_

ed. = Mage sor svallable.
1 Emcluding Alpska snd Hewali.,

Source; Oompiled By ACIR ataff [rem various repicls of che Gowernosacs Dlvision, 0.5, Buresu of Che Cordug; and Crom

Trossury Ceparfeesl, Agual Bepofr of che Besyerapy {various years).
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TABLE A-10.--STATE AND LOCAL EXPENDITURE FOR PUBLIC WELFARE, BY
GOVERNMENTAL SOURCE OF FINANCING, BY STATE, 1966

Amount Percent Financed From-- Average
Per Federal State Local Monthly Benefit
State and Region Total Capita Aid Funds Funds Payments, July 1966
(millions) AFDCL 0AAZ/

United States $6,757 .4 $35 53.1% 35.5% 11.4% $36.40 $73.57
New England 472.9 42 42.7 47.8 9.5 45.25 87.87
Maine 32.0 33 55.0 35.0 10.0 29.70 51.05
New Hampshire 19.0 28 29.5 27.4 43.2 48.21 120.58
Vermont 14.9 37 49.7 31.5 18.8 29.05 57.73
Massachusetts 265.1 49 42.3 48.6 9.1 50.10 101.31
Rhode Island 43.6 49 41.3 57.6 1.1 38.93 54.57
Connecticut 98.3 34 42.0 51.9 6.0 45.43 67.44
Mideast 1,446.9 35 44,1 40.9 15.0 44,72 73.53
New York 843.9 46 41.1 44.6 14.3 50.83 75.60
New Jersey 146.9 21 41.9 31.2 26.9 51.47 74.19
Pennsylvania 332.2 29 50.1 40.2 9.7 32.00 72.12
Delaware 12.7 25 41.7 39.4 18.9 30.31 73.96
Maryland 76.1 21 56.9 41.3 1.8 36.02 57.28
District of Columbia 35.1 43 41.3 - 58.7 33.57 94.57
Great Lakes 1,039.7 27 45.6 40.9 13.4 37.05 72.82
Michigan 215.2 26 53.0 45.9 1.1 35.58 84.58
Ohio 275.9 27 43.8 41.7 14.5 33.14 78.59
Indiana 77.6 16 48.2 19.2 32.6 33.11 102.50
Illinois 346.0 32 45.8 43.6 10.7 40.64 55.57
Wisconsin 125.0 30 35.2 36.7 28.1 42.77 40.72
Plains 545.3 34 55.4 27.3 17.4 34.91 75.25
Minnesota 147.5 41 50.6 15.0 34.4 46 .89 52.62
Iowa 88.7 32 44.8 29.1 26.2 41.03 100.25
Missouri 167.9 37 65.0 32.2 2.9 25.27 74.55
North Dakota 21.4 33 56.1 30.8 12.6 41.23 65.64
South Dakota 19.7 29 53.8 36.0 10.2 33.95 78.58
Nebraska 35.8 25 56.7 34.1 9.2 28.61 46 .47
Kansas 64.3 29 55.2 32.5 12.1 40.16 99.63
Southeast 1,220.8 29 €9.0 23.7 7.2 21.00 62.28
Virginia 62.3 14 48.2 20.4 31.5 26.24 76.44
West Virginia 64.9 36 67.3 29.4 3.2 24.44 44.91
Kentucky 107.8 34 62.4 33.6 3.9 27.83 56.23
Tennessee 89.5 23 70.2 21.0 8.8 27.30 70.45
North Carolina 116.9 23 72.6 8.0 19.3 26.31 64.41
South Carolina 41.4 16 65.7 25.6 8.7 16.04 53.48
Georgia 126.8 28 73.2 21.0 5.9 24.07 60.17
Florida 130.4 22 65.9 22.2 11.9 16.06 64 .64
Alabama 128.3 36 74.2 24.2 1.6 12.70 72.25
Mississippi 73.6 32 70.4 26.9 2.6 7.90 39.68
Louisiana 208.5 58 70.7 29.0 0.3 23.78 65.74
Arkansas 70.4 36 76.3 22.9 1.0 17.91 66.69
Southwest 510.4 32 68.1 29.0 2.9 30.44 74.09
Oklahoma 172.8 70 65.2 33.8 1.0 34.00 76.17
Texas 262.7 24 72.2 23.8 4.0 26.88 73.84
New Mexico 36.7 36 64.6 35.1 0.3 35.25 79.15
Arizona 38.2 24 56.5 36.4 7.1 28.47 62.18
Rocky Mountain 182.6 39 50.5 36.6 12.9 38.98 83.22
Montana 20.2 29 45.5 20.8 33.2 36.74 77.72
Idaho 19.9 29 51.8 35.7 12.6 39.23 61.26
Wyoming 8.5 26 42.4 28.2 29.4 40.35 89.46
Colorado 103.9 53 50.8 38.6 10.5 40.32 88.86
Utah 30.1 30 53.8 43.2 3.0 36.38 53.32
Far Westé/ 1,311.6 54 51.6 37.2 11.2 42.96 93.16
Washington 112.7 38 52.8 47.2 - 41.96 63.34
Oregon 61.2 31 48.2 37.1 14.9 40.62 63.59
Nevada 9.1 20 40.7 42.9 16.5 32.52 82.82
California 1,128.6 60 51.8 36.1 12.1 43.25 97.46
Alaska 7.4 27 39.2 60.8 - 35.18 90.19
Hawaii 20.0 23 41.5 58.5 - 43.22 71.64

1/ Aid to Families with Dependent Children--average payment per recipient (including vendor payments for medical care).
2/ 0ld-Age Assistance--average payment per recipient (including vendor payments for medical care).
3/ Excluding Alaska and Hawaii.

Source: Compiled by ACIR staff from various reports of the Govermments Division, U.S. Bureau of the Census; from
Treasury Department, Annual Report of the Secretary (various years); and from Department of Health, Education,
and Welfare, Social Security Administration, Social Security Bulletin, November 1966.




THELE A-11.--FIATE FINANCEING OF STATE AND LOCAL EXTERDITURE FOE FUBLIC WELFARE
FROM DWN BOURCES, BY BTATE, 1942, 1057 ABD LWs

!BFE Percent Statea Fizanced
u_and Ha 1956 FHr 1842 L1968 LaET L2
R L LT f TR W7 ) [T er e ——
Pniced Stares 93,l89.7 51,9405 SAGY .8 .1 T1.8% [
B Englind 109 LB 7 ™ A31.4 0.9 L33
Halne Lo,k .o 5.3 n.e .0 Fr.h
Hew Hampehire l3.& I.? a,1 188 &b A 6.8
Vermomt 7.8 &4 i.K &3.7 m.N L1
Husimnchusei ta 143.0 L. 7 &48.0 Bh. ¥ 5%.3 515
Fresde ol 13.4 La.z a,1 0.4 91,7 3.2
Connectleut 57,9 32.7 2.5 au.s LT Ll.B
Hideast a06.8 S19.4 b LN ] .z a0 i1
Hew Tork 4496 . 2420 154.8 5.7 5L.% ir.o
Hew Jermey 5.4 359.0 ] 51.F Gk, L
Pemnuylvania [LEN I.e .5 2.5 68,3 BE.1
Delawure .4 3.4 i.0 aih it T,
Harylard 12.8 La.5 6.3 5.7 57.% [}
Diserlct &f Colechia 0.4 b | 2.3 - - -
lireat Lakax AbR. 0 1.3 a1 5.3 7i.1 bE.1
Michlgan 0L} TB.4 al.1 ar& LE L
Dalo 1588 1124 45, F 14,3 .2 RED
Tl Lar 40,3 1.5 4.1 3.1 2464 353
Illdrain LHT. T L20.3 2.9 8.3 92, TI_R
ol e Lt 1.4 [ .7 LT 1% &4.1
Fluins 2h3.5 LH1.2 84,1 al.l nE.4 ek B
Minmesota TZ.9 55,1 20 M3 &k 5.0
[ 48,4 3.7 .o 53.7T [ ] 53,3
MEamiurl 56.4 2.7 §9.8 91.4 9.0 0.2
Herih Dakora 9.4 Tah 1.5 fo.2 Ty G LE
Gauth Paksia w1 &0 1.2 TE.Q BE.0D =
Hibraska 15.5 a1 B .7 Er.1 .3
Eaneag 28.4 5.4 12.% 12.6 606 &0.2
Joutheist 3Ta.l 2684 2.1 o4 B4.8 i1
Firgindia 3z.3 11.6 i.2 51.3 55.3 500
Wasl Ficginim 1.2 13.1 .0 q0.1 3.5 ai.n
Henteaky &0, 5 17.% b.§ BE_4 T4 &
Tannme e 6.7 6.2 7.1 il IS I8 3.4
Rorch CarolLlne 3.0 15.1 5.% 204 &L.1 L M
Fouck. Caralins 16.3 B8 2.7 Th.b BT.5 .2
Caprjgia T Mol b.® TE-1 &5 A48T
Florida hh.3 2&.8 6.8 T6.6 Tr.G 3.7
Alahsma 13.1 25.0r L% 937 Br.2 &1z
Migeiselppl 1.3 1.7 2.8 a5_3 8x7 T &
Lauislans bl.0 B1-9 11.5 5.0 5.2 5.7
Arbardias l6.3 11.4 3.0 a3 957 1.3
Soothuast La2.4 L1p. 1.1 an.8 VR ] Er.A
] whosm B0. L 53.2 L5.% ar.t ar.s .1
Teanx 3.1 0.1 LS. & [ Y Rf_n B3l
Hew Henlin 133 7.3 1.5 35,3 OE.& T3
Arlzoma 1E.% LI 1.% Ha.7 or.a BN
Aocky Meuncein a0.5 . FL 1.5 un.a TR.T
Mintama 11.3 - ] 5.0 8.2 L] Li.n
Tdaho 9.5 5.3 1.r 74,0 EX.Q 1.8
Wyimiag &9 5.1 1.k 400 B5.6 5.0
Coloreda 51.1 LS L&, X 8.5 L ] LA
Utah 139 .G 5.8 95.5 L5 £
Far Horch! b1 334.5 91.% T Th.4 530
Washilagron 53.1 2.2 9.3 L1 .0 100.0 1030
drapea 1.7 257 7.0 Tl.%& 7.9 BL-G
Hevady Ly .4 k. % 12.1 .7 1.3
Callformis Sl 264512 6.7 T&H &7.5 .
Alamks 6.4 2.7 n.m. M. =|.0 [
Hauald 1.7 L. n.a Lo BL.T EN S

n:m. ™ Datm noe available.
LY Escludivg Alaska and Havail

Source] Cemplled by SCIE scaf? Crom watloss reporca of the Governmenis Qivision, 9.5. Turess of the Cenbuoi ] fros

Treasury Nopartmest, Anouil Reposk of the Ssageebafy (veclous yearsk.
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TAALE 4=1%.==STATE AKD LOCAL EXPENDLITIRE FOR HEALTH AKD FOSEITALS,
BY COVERTMENTAL BOURCE OF FIKARCIRG, BY STATE, L34

fpapnl r i ed Frome--
PtFu- Faderal Stake Liszal
Seate ared Rogion Iﬁ‘i Capita hid Funds Fugadg
millione}
United Staces F5,.910.48 4nh LT & .61 4685
Hew England L, X el 4.5 £%.2 6.1
Maina L7.& 15 5.7 .3 6.9
Heii Himpahira L. 5 21 3.5 al.s 3.1
VErmamt 9.4 Fi 12.2 B 10,9
Masemcbusctin 7.3 19 2.3 &3.1 154
Fhaode Ts Lo 2.6 FH 17.% 5.3 .4
Connect {cut 13.5 16 5.2 L] k3.4
Hidpare L ELE. 0 19 2. 31.5 .Y
W York 0. 5 54 1B GE .8 52,1
Hew JETey 17E.5 2% 1.3 3E.3 1.
Pennaylvania 2432.9 21 &0 E1.% 4.1
e Lt [E 20 .6 BA.F 35
Marylend 13.5 7 1.0 11 n.E
isericr of Coloebla B4, 8 Hi 1.5 E Lo ]
Lrest Lubes 1,100:1 29 LN G4E.7 &8
Hichigan 14,4 18 1.8 2.9 LN
{hia ¥l.6 12 &0 ai.5 52,5
Indlana 1323 ih 1.9 &6 .8 b
T11inois 4.0 29 1.1 37.% ¥#-0
Wiaconids 133.B L] 32 52.0 .0
Tlaima G130 n &7 Gb. 2 b2
Hirsawoli 1184 11 &l a4 Lih
Tercp ri.4 33 3.8 34,0 622
Hinzourd 11£.8 Fi ] .9 654 504
Horth Dikora 14,71 14 .3 A1.& B.7
sagth Dakotn .3 1L La.5 ah .2 236
Hubrasks 382 ¥ b. ¥ .4 BT}
Earaas .7 25 5.6 52.9 3.5
Eii i as L 1.12%.5 26 B.% 44.9 Gb.8
Yirginia 05.3 21 .0 M.z 14.8
Hunt Virginim L 1% B.& 413 268.1
Eentinzky OT.4 e L3.0 £1.B 351
Tenmespse 1131 1] b5 1.5 a0}
Borth Carelline 113.32 | 9.3 S5 16.1
Zauth Caroline 0.1 23 L4.& 51.7 51,3
Georgda k. ¥ ar 6.0 4.0 64.%
Florida 204 .8 13 6.5 3.1 B2 .4
Almbama 1.0 2¥ L. % 2,6 4f %
Higwlaslppid [T k] 9.5 0.3 a4
loulpianm aE.5 25 8.5 753 3.3
AiBandds 18,2 20 11.5 a7 16.4%
Soalhest 39,6 a1 Tk al.h 1.1
Ol Lwhorm b1 ] T 5.5 LT 42,8
Taxag EPT an a.2 2.0 1.9
Mg Mew Lo 7.3 Fi 7.2 ar.2 58.4
Arizima & L7 5. 3%.2 35,8
Pocky Houmimin 1.8 an - | 5.3 17.5
EhGaT bl E3.7 2 iL.7 L5 4L.&
Tdaka §7.T I 14.7 300 8.3
Wyoming 14,1 &3 1.8 333 .5
Caloreda 81.3 iz 5.5 BE. T .n
Utah L ia 1.0 55.7 5.5
Far Hanth! 30,3 1 3.4 ul. 4.1
Wiah Lrgton a4 5 a2 5.7 SE 7.7
ArEgon 46,0 1 L 6l.7 .5
Hevada 2.6 50 1. 1. B
Callforein #4357 15 }.a a9.4 57.3
Klaska .7 Fi-] 183 e 3.1
Hasadid 9.4 41 14.2 (1. 2.1

1 Exolweding Alasks and Hewall.

Sourge| Compiled B ACIH spall from warlows reports of che Covernments Dlvisdon, U.5. Purwau of The Cernesa ] sed Eoom
Tressury Departrsmt,. frowal Egport of the Secratary (variccs yestsl,
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TAELE A-13,--3TATE FINAWCING OF STATE Ay LOCALl ExXPEROITIME ®E HEALTH AbD
BCSPITALE FROM (RW BORCES, BY STATE, 1942, 1937 AMD LGS

Pezcomt State Tinsmced

Reaio 7
e oy S e 3% 4235 1
I=lted States 75,00 .5 §1,0731.4 EShE .4 5.0 b 50,40
Hew Eaglamsd 17L.9 FET. 7 52.4 723 S84, 5 3.9
Halre 15 .4 104 2.7 BL.L kB a5 .k
Few HampahLre 13.7 5.2 2.8 BE.L £3.5 ap.2
Varmomte F] *.1 1.8 BE.i& L &4
Eagiachui€ios 20.5 185, 2 33.2 Bi.8 L 52:1
Bhode Tsland 187 1.8 3.3 ge.a 5.2 &9.7
Ciofrmac CI€UL 3.7 LL g 9.F A&.4 Ei_4 .5
Hiduaal 1,58%.8 BEs . H 206, 4 52.% 5.0 46,5
R York BEQ.S 521.6 La2.& 57.% £x.? 55.%
Faw Jarney L4 8 103 . 11,3 an.6 1.7 9.5
Py Lvanin 2353 151.8 1,0 BE.1 4.4 7.5
B lasare 13,2 fak 1.3 93.9 5.0 86,5
Faryland 12585 o E.4& ¥l &Rk 7.4
Cdgtrict of Caluwhia BZ.h 27.7 B4 = = =
Cigat Lakes 1,07%.2 595.2 L% % 0.5 44 .8 ETTS
Hich L an ins.G LE1.B EXS T £5.5 51.1
Bhie 217.8 131.% i3.% 6%.3 b 15.1
Indiandg 125.5 ] 11.1 GE_3 gR_2 45.00
Illinala ELLE | 1385 12. ¥ 59.7 52.3 N4,
Hinzensi= 118.9 Ia.a 1%.5 5.7 47.1 1.4
Flaira 5U7.1 2285 HZ.7 LELG 42,8 53.6
Mlmmabba 11%.8 ix.2 10.7 L4 a0 5.
Eoug 7l.1 4.5 10,0 35.3 5.5 51.0
Missourd L1134 5.5 L=.4 or.2 &43.9 1%.2
Forch Oebata 5.3 5.7 1.3 80.3 a7 L e ]
South [alata .9 3.3 1.5 739 4.2 L1 P
Hibrazks 1.6 i3 E a4 ] 41 .4 P&
Fansas 555 3».5 3.4 == &3.1 331.%
COT AP T L.0¥%.6 Hle 4 BE.4 av.l £8.9 a2.7
Wirginis ET.0 0.3 §.0 5.1 Th.9 5.0
Wil Virginia A 154 L [ L .4
Ernfucky 3.8 .2 2.5 55.5 .5 al.%
Tamainee 1053 &5.2 T 359 .2 5L.%F
Eorth Caroll=a 0.8 0.8 B.5 ED.1 52.3 50.3
Foath Carolims L2 .3 LT | ce.4 440 43,0
Conegla 154 .5 L1 £.5 .7 1.9 4b.%
Flerida 19%.2 .0 Fak 33.4 W.B A,
Aliebara I1.5 IF.0 3.2 AL 3.6 &35
Fleslesippl b ] 20,5 2.7 33.4 45,8 [
Eerais Lara L. &E_2 8.7 3.3 - I a5.&
ATEANG a8 21.0 15.3 ZaA 57.h T 5.8
TiurkiEs 3048 1856 17.5 5457 £9.8 a0
[HF LT T M5 | &.2 5.7 49.1 a4
Toxaa LRr.L 9.2 11.3 &35 48.2 52.7
R FHegico 24.B 198 0.9 35.3 48,1 ..
Arizena e N 1.3 1.4 £1.1 42.13 2.8
Facky Mountdln 1164 .8 9.4 L A7 S04
Wontans 11.1 &.1 1.5 5.7 55,4 b7
Edmhi 15.1 9.2 o2 L5.7 41,3 2.4
Wyeaing 13.0 7.3 .9 .2 5.7 55.4
Caleraids L5 5.7 £.4 5.6 At} LR
e ni 11-% .5 1.4 &O_H 421 50,0
Far HMI‘LIII et 408 .0 T | 3.1 41.7 3.1
Hashingron &0.8 £1.K B ] 48 .6 42,0
Crmgan 4.9 X% %5 6.2 a5, 7 a2.q
Hgygda 0.9 7.a 1.0 1%.1 I7.3 0.3
Califarmia ER.1 33L.3 £1.7 3.7 m,. T EERY
Alapks 4.7 L& n.a. &%, 5 a5, 7 Niol-
Hasaif B G 15.1 ... 5B 2.z Mol

Ti.d, = Puics nor svsilable-

1¥ Excluding Afamks andl Housil.

Boearoes  Complled by SOTE soafl frow vavious reports of the Governsests Divisdon, W.S. Bureau &f Che Cefhus] and [rom
Traasury Dapareament, agneal begupt of Chy Sgeretars (various yeaval,



TAELE A-Lld4,--5TATE AMD LOCAL EXFEKDITURE POR HIGHHAYE, OY GOVERMMENTAL
SOURCE OF FIMARGIMG, Wr STATE, 1966

*“"‘I SNATEC S
Per Fuderal HraLs Laal
Btate apd Gsgics Toeml Lxpiia —hid Funzs
s NRNES ]

Tnived Sraces E e L ] .l 4B.7% .
Hise England TRT-7 L1 8.2 T.k bk A
Maing Bl 4 a5 %A 6l1.% b
Mew Himpehire &3.3 ] ar.a bL.F 2.k
Yermomit S4B 1315 5E.2 AT.4 [{u R
Missachisul ta TR0 51 Zr.a 41.% .8
Fhods Taland LE Y 1] 5.1 3T.] . T
Ceanect Lok 213.3 4 25.3 5.8 1£.9
Hideant 2. 1% B 53 2.1 a8.4 7.0
i Yark 028.2 3l 21.1 53.1 H.oL
Hew Jerasy R | 1] 1%.7 1 | .2
Feoney lvands B4 1 EL 3.5 AT.3 2.0
Deldvica 71.4 P ¥1.9 0.5 u.r
T — 1973 55 16,6 BE.§ 13.7
bistriet of Columbila 1.9 32 LE.O = 52.0
Crast Laksm I 205 L] 2E.1 2.8 oo
Michlgan Bzl 5 8.7 58.3 15.0
oLa BTE.§ 5 1.5 56.& 12.1
Il BRI 59 1.k EL 104
TEELrenin 311.0 A 28.% 5L.0 0.2
Yiagorain b b P | 4 l6.2 19,3 £4.3
Flalss 1,322.3 2] 1.4 52.% 5.7
Minnescta 1lE-t -4 13.1 A,k 28,1
Towa 26351 5 .3 35.1 b
Misaourl 280.1 [ ¥ [ 358 17,2
Nerth Tukoks BT .4 1 13.5 6.7 28,4
Sagrh Dakora BT.3 128 3R EE 26.9
TR ——— 1248 £ ar.1 45,7 7.2
Fitsas 1879 a4 5.2 gl.x 3.1
Qoatheast 2.750.1 £5 34,5 52.7 13-
Vitginia e, 2 f 5] al.5 50,6 1.4
Wweat Vitglnia Le7.7 53 41,1 55,0 X.7
Eenzucky 224.2 el 0.4 4Lk r.4
Tuonazias 2808 75 5.2 53.2 11.%
Harth Carolina e 9] a5 .1 di Lk L1.4
Gouth Caroline L20.49 &7 T a9 1 &9
Can#gla 3.0 52 ar.5 42.0 20.3
Flarids 47,3 L] 254 1.7 2.9
Alab R 2354 a7 4.8 42.1 1%.1
Bisglaa [ppd 1672 i1 12.3 ah. & .13
leuindans FEE B 4 EFA 50.1 17.7
Arhansas 1253 &4 43,0 56,2 n.a
Southwant 1, s &% 327 43.8 23.7
Ok lahorsd 1731 ] 28.3 [ 2.1
Tewar GE1.8 L] db.F al.& na
Huw Hixico Ll0.& 108 55,0 3458 10.1
Arieomny 130.4 EL 59.5 b, & 13.8
By Hountain &80.7 1 S6.F 1.5 15.7
Mantara 10,2 1585 a9 .8 178 FR M
Tdahio 0% 143 4l.% 43.3% L&.8
Eyoming 2] 22F ]t 4 4.8 B.3
Coliormds L& .8 T4 ar.e by, 2 6.2
Utah ] 05 59.0 3.2 5.8
Far 'I-I||||:5-"I i, 74 8 T4 L | 5l.3 k.8
Wamhirgton 283.1 g1 EON 44,5 17.6%
DT o LBy 2 Wi LT ad. @ (-
Hewada Eb_R 155 NG .0 12.L 13.7
Califernis I 1 b &5 aw. T 55.0 17.3
Alanks Th.2 iry [1: = 4. T B.49
Hauuid Q.5 56 Gl 2.0 3.1

1/ Ewctudlog Alssks snd lawaid.

Bouree: Complled by ACIR xtaff from various Tepsre of ohe Jovermments Diviefon, U.8. PiFesd of the Cénsud) aid Tosam

Treasuey DBepartment, Annusl Pegarg of Ehe Secrecary [(variooa yesra).



TABLE A=15.--3TATE FIMAHCING OF STAle AWo LOCAL EXFENDITIRE FoR HICEMAYS
FEOH THN ODOTRCES, BY ETATE, LBAZ, 1%5%7 AKD 1966

Amoost

i e il i [ TARERST Y]

— Sratg and Egelom — 125§
Unipced Statpn L+ -
Bew Englasd 5M5.&
Eming L
Hew Haopahire 45,89
YErmimt i i)
HassaokusorLs 5.0
Khada 1alamd 4% .12
Conmect leur 15%.3
HMldeast L BED .G
Kew Yori T31.T
Hiw Joeeasy 5.1
Pemamylvaniy Fph T |
Dulasira 49.5
Haryl il 1&L.1
HMatrict of Columbls LB
Graar Lakis LybdL.2
Hizhigan 5.1
Do BEL.4
Trellaird 19,3
Illinsin Wl.%
Miaconsin 210.9
Flaizs .1
Misnesrra o, T
loasa LT
Hiasourt 153 .9
Ferth [uknca &4, 8
Sirelh Takoks 55.1
Kebrasha S %
Kammas 145, %
Soutlicast 1,50% .8
Wirginia 14,7
Wese Virgizia 4.5
Eroguky 1301
Timnoizas 137.9
¥erth Careling 171.8
%outh Caroling L
Srurgia TN
Flarids 5.5
Alabima 135.9
Hizgplaalppj il1.2
Lozl s Linm 151.1
Arkaness T.e
SouLlisesL FI.E
PR T 131
Tendl L
Hiw MNewmlco £9.T7
Arigomm £5.9
Rocky Mountais 0.6
Homtane L |
Idaho 5L.2
Wyomlng k]
Colarada B1.0
Utah b
Far wased! L,21%.0
Hashingtan 1511
frigon B%.8
Howvads .3
Califarnia L1.8
filenkn TR
Hawmil 2r.4
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PropiyCy LaRes

e L L T T e e e e
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State
Dnited SEaces

Alabons
Alaaka
Avizaps
Arkanmas
Califormia

Colerade
Cormechicut
Delaware
Florida
Ceargia

Hawail
Idsho
TilEncis
Indians
Towa

Kansas
Eentucky
Louisiana
Maina
Maeyland

Massachusetts
Michigan
HMinneseta
Mizsslssippl
Missourl

Ko Limi=

tations

=

T, e el

O VL 5

TABLE A=1T.--STATE CONSTITUTTONAL LIMITATIONS O STATE BORROUTHG

Legislative Borrewing Power Limits

For Casual
Daficits or
Extraordinary

Expanscs (niy

§3,000, poas!

350, 000

100, 0

S04, (A0

250,010

L 00 000

For Any
or Other

F”FE!#II

zf

3300, 000

540, 000
20/

g 2
3,500, 00022

&0, 000, po0d3s
2,000,000
21/
1,000,000
2,000, 400

250,000

10/

Exceptivns Eo Limits

Eeferendun
Bequirad To

Craste Dobt

Referendum
Requlred Ta
Excesd Linik

e ¥ R

-4

Limit May Do Exceeded:

For Re-
fundEng

Purpose

For Dpfense
of Stakte

or Mation

-

MW MM oM MMM

]

Far
Chther

Purpose

T

ol o

Far Capita
Teotal Debt
L9GE

5151.57

142.91
463,99
1824
18
222458

2. 63
29 2%
653,23
133.82
132.42

423,71
2%, 51
L7 . 26
LT, &E
25,03

L1L.80
3. 67
13%.485
163,29
235,14

129,19
113.35
90,22
113,41
20,55
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Scace

Hontana
Hebraska
Howvads

Haw Hampahite

Hew Jersey

How Hexlco
Hew York
Horth Carolina
North Dakors
Dhie

Ok lahoma
Oragon
Fenneylvania
Fhode Islamd
South Carclima

Seuth Dakota
Tennesses
Texas

Utah

Varmont

¥irginia
Washington
Hes=t ¥Virginia
Wisconsin
Wyomlng

TABLE A=17 (CONI'D).=--BTATE CORSTITUTTOMAL LIMITATIONS OW STATE BORAOWING

Legislative E-u-rrcrui_n_g. Power Limits

For Casusl
Deficits or
Ho Limi- Extraccdinary
tations Expenses Only
100,000
“:.;1
200, 000LL/
iy
750,000
1,000 000
1af
100,000/
2
200, 00
wel
1l
&S00 00
100, 0=

Far Any
or Other

Purposs
S100 000

11/

e ferendum
Bequired To

Creaca Dabt

e

Eeferendum
Required To

Excaed LislE
!g.f

=
=

®

For Ee=
funding

Purpogs

W M

For Defense
of Stakte

ar Ragion

X
X
X

WM N N MM ONMWN

fgj‘E['

oMM M M

Exceptions to Lipits
Limie May Be Fxceaded:

Far
ther

PE!EﬂIE

Hulil-:-:-

o
pt
an
-
—
"

Fer Capita
Total Debt
1966

107 .37
45.13
35.11
197.21
148,36

123.09
250,34
3L.87
38.19
10, 15

169.29
231.49
L6% . 59
278,48
9k,.29

7. 89
59.31
4.3
106,55
191.48

1 .40
186,15
20, %
79,52
73,23
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TABLE A=1T7 ((ORCL'D), ==5TATE CORETITUTIONAL LIMITATIONS ON STATE BORBOWIRG

Fooknotas

Requires approval by two-thicds of (each house of) legislaturn,
Requires appooval by simple legislative majority.
Fravislon must ke made for payoent of interest andfor primcipel at time of borrowing.
Befers ®alaly to reccipes Erom 3-mill levy apabnst Stace-assessed waluvation for ecection of State bulldings.
May create addirianal dobe Esy purposcs of highway conatrucclon oad [SPPAVEEERE.
Requires approval by theee- faareha of legislature.
Bonds for up to two-thirds of bonded indebtednese paid off in previous biennium do not require ceferendunm,
For tax or rewenue apcticipatlion lowns.
Bequires appreval of three-fifths of legislature.
Bonded indebtedness cannot Be In exeess of 1-172 times the sen of all ceverme eollacrad jn che Stare during any ore ol the four pre-
ceding flscal years,
Limitation Ln terms of percentape of asgecssed walwatian of propecty.
Limitaticn in terms of percentdge at total annwal appropriacion.
Creation of dubk limited to tws-thieda choe amaeat by which ethe Srare’s cuestanding ladebrednass kas been peduced durlng rhe proeecd-
ing bienniuws.
May borrew for this purpose by no masimun specified.
Debt created for rehabilitation aond ocgoisition of forest lomds may mor excesd 316 of 1 percent of the cash value of all State prop=
grty baxed om ad valaren basis.
For road construccion and maintenance.
Reterendum not required for debt created for Yordinary purposes of Srate government,"  Any refetendum requivos Tuo-ghircds approval,
Referapdiom required for all purposcs other than casual deficits, extraordimacy expenditures, and other speginl exceptions.
Beferendun gequired o ereaticn of debe 1o excess of amount of taxes for current Elscal wear.
behe i not to excéed 4-102 tisas the taral e voacelprs of the Stace Jduring the provious Eiceal wear.
Refers solely to pledging of specific revenues thresigh bomde by individoal agencies.
Salely for the paymeni of Scace public school teachers.
Further debt [such thar the voral debr does not exceed 15 percent of the cotal of assessed State property valued) may he created By
a two-thirds voie in each hovae.
Covernar suthorizes debt up to 300,000,

Leglelative Drafcing Research Fund of Colunbia University, Constitution of the Unitéd States, Hacional and Srage, Vols. l and 2,

Debba Parry, WBew York, Oceana Poblications, Imc., L%6Z; James A, Heine, Constitutional Rezcrictions Apsinat Stage Debr, Hadisen,

Wiseansls, Dalversity of Wisconsin Press, 19563 Tax Foundation, Inc., State Expenditure Exhibits; An Evalustion and Suggleuﬂnt,

Hew York, 19h3.
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TADLE &-18.--LONG-TERM INDESTEDNESS OF STATE AND LOCAL GPVERNHENTS BY CHARACTER OF
ODEBT AL BY MAJOR FURPOSE, END OF FISCAL YEARS, 1657, 10&2 AMD 1965-1966

1965-1 966 1963 - T

State Stata Ecata
and and and
<hgcal _State Losal Lgcal iate esal Legal —SEate Lol

Amount {Millions)

Tocal leog-ters debc 101,000 528,504 573 497 577,543 571,512 £55,031 450,805 £13,522 537,333
By character
Full-faith and credit Sy Bdn 12,70% 47, 051 48,321 1k, 313 i= 008 31,577 L a6 0&7
Honguarancead 41, 30 15,79% 5,405 29,332 18,300 17,923 18,768 o e 11,238
By purpade
Stace insticutions of
nigher aducation 4,143 %, 143 - Z,012 2,012 - TG 06 -
Scate highways L0, 763 10,763 - o659 9650 - T.336 7,336 -
Local schoola 24 B51 X a2z 32,139 0,005 1,885 18,149 11,484 1,026 1r,4561
Local utiiitias 16,917 - 15,917 12,280 - 12,280 9,231 - 9,211
All other L& 325 11,075 33,250 33,588 B, 056 25,532 21, 0B 4, 454 16, 631
Rarcant Pispribytico
Total lw:!n,:g-bn.m debt 1o, 0% 10 . O T4 [ 100 B 100 0% 100, 0% 100 0% 1ab, 0% 1o, a%
By character
Full=faith and credit 59,2 LT 5.0 62,3 479 HEL O [ | LE.0 63,9
Hnngua.r.:.ntemd &0.8 5.4 15,0 3.7 52,3 3z.0 is.9 52,0 n.1l
BY Bufposs

State imetituticms of

higher education L | 14.5 = 1.6 4.3 = 1.4 3.2 =
State highuays . ¥ 37.8 = [2.3% 4,7 1%, 4 54,3 -
Leeal sghoeals 4.6 B.B ELY 5.8 8.7 324 5.6 1.6 3.7
Local otilitdes 16.7 - 23.13 15.8 = 2x0 9.2 & 26.7
4ll other 43.9 3.9 5.9 43.3 7.1 45.% 41.% 1.9 4, 5

Spuyce; U.5. Bureauw of the Census, Compendium of Govermment Finapnces (1937 Conpus of Govermoents, Vol. III, Koo 5, and 1962
Censws of Goveroments, Val. IV, Ho. £): and SCovernmest Flunances in 19&%-46E.




TABLE A=19.=-=PERCENTAGE DISTRIEUTION OF FEDERAL AID PAYMENTS
TC STATE AND LOCAL GOVERMMENTS, BY FUNCTION, SELECTED YEARS

Actual Estimate
Function 1550 1955 15960 1565 15968

Agriculture and agricul-

tucal resources 5% % 3 5% L
Katural resources 2 3 3 3 3
Commerce and transporta-

cion 21 149 &3 &40 25
Housing arud comeun ity

dévelopment 1 4 4 o )
Health, laber, amd wel-

fare 649 57 41 50 Ly
Education 2 g 5 b 1&
Uther 1 2 1 1 1
Total 100% 100 100 LO0% 100%

Source: Pureau of the Budget, Special Analysis J, "Federal Aid to Stace and
Local Government,"” Budget of the United States, 1968, p. l47.
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TAELE A-200. --FEDERAL CEANTS-EN-AID' T STATE AND LOCHL GOVERIMENTH, BY YEAR AND MAJOR FURCTEOHAL CATEGOELES, 1502-19LE

(Thousands}
Vererana  Healch, Bducatica Agriculiurs Commiarca
Fervles Welfare and and Agriculs Bthax and Heyning and
aed End Deneral cural Fatuyralk Tranapor-  Commenlty
Year BesellLs Lubat Rasaarch Resourees  Rescutcss  cacion m nagional Affeire _ment

120z F L. M5 = 5 1,210 [ THE = = - o
1917 1,158 - 3,510 1,.5%% . - .
1920 1,099 % 1,79 G637 5,012 - & 2p4AE3 =
1025 706 1,50 2,471 7 L300 ] 14 55,612 -
1930 575 Tha L, L 11,875 1.313 79,838 -
19355 409 I heY ETL 12,622 12 605% L.51L 3EEEJI
1850 1. 36E T D5k 15 25 Lo 153 11% &,352 153, 519 -
1541 L 432 1,771, %07 25,213 L1, 129 &, 120 165,900 & 10,747
TR 1,373 1,506,514 35T TT 917 o YIE BT ] Su.m'.s-l*’
1543 1.176 G2 522 26, 054 47,690 9,005 LHL 53 114 p!-ll—]"‘I
1554 L.181 616, 150 13,474 b H1% FIRE 152,350 1460 52 )
1345 L. 185 5T0, 175 Pl Bl 662 TATE B9, 254 1536 s !
1546 200,238 56T AT1 1%,308 a9z 42T [ 1% BRI LT 110 &3 E i
1347 59 182 R 093 Jd I 03 116 T, fE 208 20 401 BTTE
1548 B4 877 1,025 BRY 37,184 TR BGER 11,473 333,450 El!I.’lll'r
1858 31,587 1,30, 538 5,921 Hi G BIL 13,971 417 641 20,565
1950 15,277 1,562 252 LTS Ly 2T 16,957 465,152 B %A
1951 L] 1,637,185 LEW T UH 35 17,744 424 480 18,281
195 i, 50 1,661 85T 122,234 A3 ,A6% 1%, 755 ER &R 26,53
194% &, 20 1,611,156 250 F55 a7.33v fr g i | 557,730 &7 653
1956 &, 863 1890569 0% 210 202,173 & 318 55), 521 BD 716
1955 LT 105 170 i i 247 730 25 .93z &1%F, 569 125,253
19586 g0 2109 270 Z0E 672 329,217 el ITT 574 116,033
1957 8,247 2 178 BRI 0% 570 31,736 26 377 E38 4T7 137 882
1956 #,3126 I ,523 4630 165 &8] 278,195 31,330 1,590,537 153 ;0643
1959 L] 2T a0 6 T&] 127 470 3G SHL 2 BEF 27T 2013 G0E
TG0 LA R LY SSE e P-4 5,335 I 00 vl TETEY
1961 9,00 3,120 100 LTR ZOD 393, 100 33,600 % BEE EDD JEL 90
1962 B0 3 .30 000 05,200 E37 800 35, 700 2 B4l 500 154 5oy
1865 L ] 3 HLT A £63,200 21,400 53,903 3,08z &00 S0 0
j§-25 7 A0 & E50 100 475 500 &85 000 L4 BiNE 3. ¥7E 60D 453, 100
1965 &, 10D G GT7 A&00 610, 300 SL7 &0 LO7 10 S G ABG 000 559,200
1966 3,900 5,781,300 1,52%. 700 IR, T 226 B0R &, 158,700 26,200
1967 (et (RTE T.012 &04 2, 2EE 500 525, 100 261 300 L 156,300 L] i

1968 mnk. ] L5, 000 B 062 00 2477700 5%, 000 G5, 3HY %, N1X ,B00 L, a7 300

LS Zoms Bousing Funds ineluded in Comscrce and Trassporration fog years prior oo 1990,
1/ Federal ald highvay progras finsnced for this wear out of emergenoy relief Dorde.

3/ 1o thass yeara, included large mosnis of welerdns housing and defense comsunicy Facbiitlea.

163
Tz
257

175
LB&

13, %M
23,600
47,7

39,100
37,700
31,500
35,100
36,200

Matione]l Defenwse Sansral

and InkEec- ficuwern-

&,00
3,930
b,132
6 0B3
11 ]

6,375
ST LE
L3, B0M
11,900
i 300

52,500
15,800
13,800
48, 1080
0, (o0

§

Tocal

3,00k
5,255
EEIN--
LL] ,ah
Pl ]

2,270,3)
1,795, 198
2,089,013
I ET S ERE
1,797 &13

1,00%, 35
S0, D58
00,625

1,678,196

I, B2E EET

1,854 E¥9
I,176,382
7,255,851
z,5% 557
7,781,073

ZERT 178
3,126,273
31,655
3,02 L84
& 750 A0

o, AGH 328
i ate
6,078 000
1.0 ,900
430 , 100

9,969 , 100
13,719,200
12,760,700
15,144,500
17,216,300

BoaFei! Draws [Tem tabulations sade in esrly sears By the Labor and Welfsre Pivisbesm, Bureau of the Budger, end (00 moTe ToCoSnl years

from apucial analyses dealing with grants-in-ald accompanying the President’s Budgat.



TABELE A=21,-- FEDERAL ATD EXPEMDITURES IN RELATION TO TOTAL FEDERAL
EXPENMDITURES ARD TO STATE-LOCAL REVENUE, 1%47-1968

A5 a Percent of

Total Cash Domeatic Cash
Payments Paymente Stace-Local
Fiscal Year Amount L/ t2 the Fuhligi{ to the Publicd/ Revenue
(millions)

194 7%/ 51,6682 &.2% 11438/ 12,4087
1948 1,631/ 4.8 11.48/ 10,63/
1949 1,876L0/ 4.7 10.7 11.1
1950 2,355 5.6 10.9 12,2
14951 2,287 5.1 15.2 11.1
1952 2,631 3.7 L3.9 10.7
1953 2,832 3.5 14.3 11.6
1954 3,052 4.5 14.1 11.7
1955 1,25?15! g6 4.1 10,4
L1956 3,724 5.1 Lb. 4 10.6
1557 4,039 5.0 14.5 10.5
1958 4,935 5.9 L6.3 12.0
1959 6, 669 7.0 19.4 4.6
L1960 7,040 7.5 19.3 13.8
1961 7,112 7.1 LG.9 13.2
1962 7,893 7.3 17.3 13.5
1963 8,636 7.6 19.0 13.7
L9564 10,141 8.4 21.1 14.8
1965 10, 904 8.9 21.3 14.7
1966 12,960 9.4 21.412/ 15.86
1967 (est.) 15,366 0.6 21.9 16-17
1968 (est.) 17,639 101 25.0 (12}
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TABLE A-71 (CORCL'D).--FEDERAL AID EXFENDITURES IN BELATION T{ TOTAL FEDERAL

EXPENDITURES AND T STATE-LOCAL EEVENUE, 1947-1963

Footnotes

This figure representa the total expenditures for aid to State and local
govartments, budget and trust accounts, excluding loans and repayable ad-
vances. MNota: According to William Bobinsen of the Bureau of the Budget,
the Pureau recently updated its historical figures for the years 19535, 1960
and 1965, The figurea in this column have besn obtained in each case from
the anmal budget document of two vears later., Uwing te the recent updat-
ing, the figures obtalved for those particular years will not gquite tally
(hudgnt 1957 figures for 1955; $3,2ﬂ4 million; revigad figures for 1955 is
£3,257 million). Eventually the Buresu hopes to update all its hiseorical
figures but at the moment they can only be derived Erom the annual docu-
ments, except—for 1955, 1960 and 1905,

The percentage figur:a from 1947 through 195% are based on Eigure! phtained
from the Bureau of the Budget annual compilations (two vears after the
fact). The figures for the balance of the column are taken from Special
Analysis J., Budget of the United States, 1267,

Excludes payments for national defense, space, intermational affaics and
finance, and a poertion of the interest on the national debt attributed to
defense.

Federal payments to State and local goverrments were broken down by the
Buresu of the Budget only Since 1947,

The figures for 1947 and 19585 were obtained £rom the Budget of the United
Stabes Government for the fiscal vear ending June 30, 1450, U.3. Governament
Printing Office, Special Analveis: Federal Aid to State and Local
Governments. Bepayable advances have been subtracted; evidently lsans did
not figure in this ssount.

The Bureau of the Census has not published domestic cash payment figures for
1947, 1949 and 1951. They have been calculated by taking & figure from the
annual Budg&t compilations and removing Ehat part of the interest on the
national debek ateributable to defense, according to a percentage for each
of Ehose yvears worked wup by ACIR.

State and local revenue was not caleoulated for che years 1967, 1999 and 1951,
Figures shown here were derived by averaging in each case the figura for the
year before and the year afrcer.

The figures for 1948, 1950 and 1957 through 1965 were developed by ACIRE on
the bagis of the Bureau of the Census publications.

The figures for 1948, 1950 and 1952 through 1954 were obtained from
Historical Statistics on Govermmental Finances and Employment, Census of
Covernments 1962, Vol. VI (Topical Studies) Mo. &, U.5. Department of
Comeérce, Buredu of the Census. The figures from 1955 through 1967 estima-
ted are taken from Special Analvsis J! Hudﬁat of the United States, 1967,
The figures for cthe years 4 throug were obtains tmn the budget
document for two yeara later, in each case. Loana and repavable advances
have been excluded.

The figures for 1955 through L9458 eecimated are taken fros Table J-2,
Special Analysis J, Budget of the United States, 1967, excluding loans and
repayable advances.

The percentages for 1966 and 1967 are based on figures obtained f£rom the
Budget for 1968, uwsing a percentage calculated by ACIE for the allocation
of interest on the nationmal debt For defensa PUTROSRE .
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TABLE A-22.--NUMBER OF GRANT AUTHORIZATIONS, BY ADMINISTERING
DEPARTMENT OR AGENCY, BY F OR PROJECT,
DECEMBER 31, 1966k

Department Formula Project Total
Health, Education and Welfare
Public Health Service 19 &9 ag
Office of Education 25 Sits T4
Welfare Administration 13 12 25
Other & 11 Ly
Department of Labor 3 ] ]
Department of the Army 2 ] ]
Department of Commerce 5 27 27
Hoeuging and Urbam Development - a4 34
Department of Interior ) 25 34
Department of Agriculture -] 13 21
Qffice of Economic Opportunitcy L 10 11
Hiscellaneous 8 1% 27
Total 99 280 3ra

1/ This table includes the 20 Public Health Service programe replaced, as of
July 1, 1967, under the new Comptehensive Health Serviees Act.

Source: Prepared by ACIR staff from various sources, including Catalog of Fed-
eral Alds to State and local Governmente and Supplements, op. cit.,
and congressional enactments, Cighty-Nioth Congress, Second Seselon.
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TABLE A-23.--FEDERAL ATD PAYMENTS IN UREAN AREAS, 1961, 1966 AND 1968
{Budget and trust accounts in =illions)l/

Function and Progtam

Hecional defense {civil defense and Hational
Guard centers)

Agriculture and agriculcural rescurces

Fatural rTescurces

Commerce and transportation
Highwaysa
Economic development
Aitports
Ocher

Housing and community development
Public housing
Water and sewer [acilitcles
Urban renewal
Hodel cities
Urban transportation
Digtrict of Columbia
Other

Healeh, labor and welfare
cifice of Economic Opportunity
Echoal lunch, special milk, food stamp
Hogpital constructiom
Community health
Public assistance (including medical care}
Voecatlonal rehabilitation
Employment security and manpower training
OEher

Education
Elementary and secondary
Higher education
Vocational education
oeher

Ocher functions

Tetal aids to urban areas

1/ Excludes loans and repayable advances.

*Lega than 50,05 million.

hetual

1361 _1966  Esiimate
$ 1w 5 20 $ 26
155 149 233
54 105 200
1,398 2,138 2,176
z k)

36 30 33

L 52 6

105 la% 208
61

106 233 336
132

14 28

25 4 Tl

2 23 160

G40 1,010

131 136 290
43 75 a5

33 127 G430
1,170 1,905 2,243
37 108 211
303 417 a0l
21 57 101
222 895 1,292

3 37 172

2B Y 160

3 27 a0

& a

53,893 §7,35% 510,323

Source: Gpecial Analysfie J, Federal Aid to State and Local Government, Budget

of the United States, 1968, p. 155.
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TABLE A-24,=--HIMBEER OF DIFFERERT CITY LOCATIONS OF FEDERAL REGIORAL OFFICES

SERVING INWDIVIDIAL STATES

Bew England
Gonnecticut B Hew Hampshira, g
Haing g Ehade Island &
Hassachusetts i Varment &
Haw York=H =F srlvania-Dal ¥
Delawars f Kew York ¥
Hew Jarsay 7 Fennsylvania q
Mid-htlantig
District af Korth Carolina &
Cilumbia | Virginia 9
Eentucky 19 West Virginla 9
Maryland 8
Scutheast
Alabena 3 Misaisaippi 3
Flocida 3 Bouth Carolina 3
Georgla 3 Tenncssas K|
Hiduest
Iillfinais 7 Ohio #
Indiana 7 Wisconsin 7
Hichigan ]
Elains
Tows 5 Habraska 3
Eandas i Kareh Dakota 5
Mirmesota [ Souch Dakots 3
Missourl 7
EHH]EHE
Arkansas 5 Ok Lakena &
Louisiana 5 Ttk B
Hew Mexico H
Bocky Hountain
Colorade 5 Feah A
Idaho ] Wraning 5
Hantans &
Eag Hest
Alnaka 5 Hevada '
Arizona 5 Oraegon 5
Califoroia & Hashingron 5
Hawaii e |
Source: Office of the Federal Register, United St-=es Govern-

ment Elngmu'.:lti-:n. Hamunl, 1967-68; warious agency
CE.
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TABLE A-25.--APPOINTIVE POWER OF GOVERNOR FOR HEAD OF AGENCY
RESPONSIBELE FOR BUDCET PREPARATION

Alabama
Arkanszas
California
Georgia
Idaho
Indiana

Alaska
Arizona
Delaware
Florida
Hawaiti

lf Selection i8 made in accordance with Civil Service Act.

agurce:

Full &

Kansas
Eentuchy
Louisiana
Maryland
Michigan
Montana

intive Power

24 Statpa

Hevada

Hew Mexico

Hew York

North Carolina
Oklahoma
Oregon

Subsrantial A intive Power (22 Seaceg
TLowa Higsouri
I1llinais Mebragia
Maine Hew Hampshire
MasdachusetLs Hew Jersey
Minnesokba Woreh Dakota

thio
Limiced & intive Fower (1 State
South Carclina
Ho Appointive Power (3 Stataes)
l:nlnrad-:nlI|r ﬂ-:mnscr:icul:lIll

Council of State Govermments, Book of

1967,

297

Mississippd

Pennaylvania
Tennaggas
Texas
Virginmia
Washington
Wyoming

Rhode Island
South Dakota
Utah

Vermont

West Wirginia
Wisconsin

e States, 1963=-1966 and 1966-



Arkansaa
Colorado
Comnecticut
e laware
Hawaii

Alabama
Arizona
California
Florida
Georgia
Idaho

Source:

TABLE A=26.--AFPOINTIVE POWER OF GOVERNOER FOR

HEADy OF STATE EDUCATION AGENCY

Full Appointive Power {1 State)

Tennessae

Substantial Appointive Power (4 States)

Alaska
How Jarscy

Limited Appo i

Towi

Majine
Maryland
Massachusacts
Michigan

Pennsylvania
Vaermont

wl 3tates

Hinnesota
Misgouri
Hebraska
Hevada

Hew Hampshive
Hew Mexico

Ho Appointive Power {23 States)

Illinois
Indiana
Kanaas
Kentucky
Louisiana
Mississippi

Montana

Hew York
Horeh Carclina
Horth Dakora
Oklahoma
Oregon

298

Ohio

Ehode Island
Texas

Utah

Virginia

West Virginia

Zouth Carolina
Zouth Dakota
Washington
Widconsin
Wyoming

Council of State Governments, Book of the States, 1965-1966 and L%66-
1%67.



TABLE A=27.==AFPOINTIVE FOWER OF GOVERNIR POR

HEAD OF HEALTH AGERCYL

A 3 Stakas
California Worch Dakota
Florida Tentaesses
Indiana Virginia
MaryLland Washington

Substantial Appointive Power (22 Etates)

Alagka Lowa Missouri Pannsylvania
Arkansas Louisiana Hewvada Ehode Island
Comnecticut Maine Hew Hampshire South Carelina
Hawaiil Massachusetts Hew Jarsey South Dakota
I1linois Michigan Mew York Utah

Ohia Vermont

L r 5 g
Alabama Kentucky Hew Mexico Weet Virginia
Arizona Minnesota HWorcth Carolina Wigconsin
Delawars Migsissippi Dklahoma Wyoming
Flotrida HMonbana Oregon
Idaho Mebraska Texas
He Appointive Power (1 State
l:h:r].n:\»l.':-:h:fé-'Ir

L tio information available for Kansas.
2/ Selection ie made in gccordance with Civil Service Act,

Source: Council of State Governmentcs, Book of the States, 19%65-1%66 and 19466-
1967,
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TABLE A-28.--AFPOTHTIVE POWER OF GOVE R FORE
HEATY OF MENTAL HEALTH hEENEYl

Full Appointive Power (5 Stateg)

Californla Maryland

I1linois Tennesses

Kentucky

Subgtankial A P ™ a s

Alaska Illinoia Wavada Ohic
arkansas Massachuserts Hew Hampshire Yermont
Colorado Michigan Hew Jorsey Virginia
Connectlcut Minfnesoba Mew York Washington
Hawait Hebrasha Harth Carolina Hest Wirginia

Limited Appointive F r (1% States

Alabama Idaho Bew Mexico Texas
Arizona Towa Oklahoma Utah
Delawars Maine OJregon Wisconsin
Florida Miseouri South Carolina Wyoming
Georgia Montana South Dakota
Mo .ﬁEEaLEtivc EEEI
None

1) BResponsibility for mental healeth is aesigned to another official in four
Srates; no information avallable for Kansas, Louisiana, Mississippi, Horth
Dakota, Pemnnsylvania amd Rhode Island.

Sourgei Council of State Governments, Bopk of the Sfates, 1P653-1966 and 1966-
1967,
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TABLE A=219.--ATPOINTIVE POWER OF GOVERNOR FOR
HEAD OF WELFARE AGEHCY.

A ive Fower 2 5

Arkansas Eentucky

Georgia Eouth Dakota

Tdahu Temmesgee

Indiana Washington

Substantial olntive P T Stakbps
Alasgha Maine Habraska Bhode Ialand
California Masgsachusatts Hew Hampshire Ueah
Connecticut Michigan Haw York Vermont
Hawaii Hinnasota Morth Carolins Tirginia
Illinois Hississippl Ohio West Virginia
Lowa Higsouri Pannsylwvania

Limited Appointive Fower (16 States

Alabama Louisiana Kew Jersey Oregon
Arizona Ha'li‘_-,.-lnn-d MHew Mexico South Carclina
Daelaware Hontana Horeh Dakota Taxas

Florida Hevada Oklahoma Wyoming

Bo Appeintive Fower (1 State)
f

L:c-lnradnE

1! BResponsible for welfare is assigned to another official in two States; mo
Information available for Kansas and Wisconsin.

E.‘r Balacrion 18 made in aceordance with Civil Service Act.

Source: Council of State Govermments, Book of the Setates, 1965-1966 and L966-
1967.

301



TABLE A-H).--AFFOINTIVE POWER OF GOVE B POR
HEAD OF STATE HEGHWAY DEPARTMENT=

Full Appointive Power 5 g
Alabama Rentucky North Carolina
California Haryland Morth Dakoca
Georgla Hassachusetes Tanesses
Indiana Mew Hampahirve

Substantial Appointive Power (18 States)

Alaska Hebraska P:nn&ylunni: Wese Virginia
Conbecticul Hew Jergey Bhode Island Wigcomnsin
Florida Hew Mexico Utah

Hawaii Hew York Watmomt

Illinoisa Ohio Virginia

Hinnesota

Limited Appointive Fower {16 States)

Arizoma Louisiana Wevada South Dakota
Arbansas Michipan Ol Laboma Texas
Idaho Missourl Jrepgon Washington
Towa Hontana South Carolina Wyoming
o Appointive Power (2 States)
Colorades! Miseizsippi

L/ PBesponsibility for highways assigned to another official in five Scates; oo
informacion available for Delaware, Kansas and Maine.
2/ Zelection made in accordance with Civil Service Act.

Source: Council of State Governments, Book of the States, L965-1966 and 1966-
1967,
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Alaska
Colorado
Connecticul
Hawaii

Delaware
Florida
Towa
Maryland

Full &

Alabama
California
Indiana
Kentueky

Substantial A

Illinois
Louvisiana
Minnesota
Hew Hampshire

TABLE A=31.-=-AFPOIRTIVE POWER OF GOVERMOR FOR HEAD OF
COWSERVATION, NATURAL RESOURCES ACEWCYL/

Hevada

Horth Carolina
Tennesses
Washinglton

intive Power (16 States

Hew Jeraey
Hew York
Ohio

Fanneylvania

Limited Appointive Power (12 States)

Haszachusetts
Michigan
Misgouri
Habraska

Oklahoma
South Catolina

Texag
Wisconsin

Ho Appointive Power

Hone

Vermont
Virginia
Wedat Virginia
Wyoming

1/ Ho single official or agency has been aseigned the conservation, natural

respurces fumction la eight States:

Arkangas, Georgla, Montana, Idaho, Hew

Mexico, Oregon, Bhode Island and Utah; no information avallable for Arizona,

Kansas, Malne, Misslsaippi, Morth Dakota and South Dakota.

Soutoce:
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TANLE A-31,--FOMOER OF STATE ADMEMIETRATIVE ACEWCIES, LU50 and LOGT,
AT HETHOD OF SELRCTION OF AGEMCY HEAR, 1947

L9617

5 __ﬂm.‘g, Eoard of Cormivalon Heed
Total Tartal lecird ar ALl Somn rotod ar

Burher of  Hasser of Appointod  Orheorelse Appodnced Appolaced Orherwise  Busber @n Khich

Scate Agencisd  Ageecles by Sowernotr  Sslected by Sovernoc by Lovernoc Selgcesd Geveroor Ssrvee
frerage #1 &7 18 11 T4 3 i i
Alabams 117 a2 14 1= A - - -
Alasks L7 n - - - - -
Arizona n.a.

Arhingas FE [ 19 | by 11 ] 3
Catiiornis a7 1 L [ - k] -
Colorsde 150 L7 § 58 &7 1r 3 L3
fennectlozk 11! a5 LA & b & ] 5
BeLomars i s 5 1% 4] 10 s L
Florida By L1} ] 7 &5 5 1% 17
Csorila b 41 12 1% 1 1 ¥ &
Hawuid i ol

T&ahn kL] 18 ] 1& - 1 1
Illircis % 05 KL “ 1k 5 1 1
Tited Lisi Bl 12 5 1% i - -
o [ 1) =] i ] I3 4 9 a
Eaners ™ 17 a 5 & 13 ¥
Eeatucky L1 57 ] & =] § ] 5
Leudsiani 12 240 7 i3 ih &3 % it
Halne L] i7 i 7 b a -
Baryland 54 56 LB 1i] a0 2 I 1
Masgachusstce e A ] [ ] 5 18 s
Bichijan 1% | 1] 2 4 M 1 1
Hinfmesors 191 ¥ 2n ] LL L 1 i
Biaslauippl e

Fll sgouri -3 11 [ 5 - - -
Honkdna LM

Hehrasks b3 L] L2 25 k] 13 1
Fauméa L ] LB 17 i - 1 ]
Hid Hampshice 1 Al 13 k| 23 2 1 i
How JaTaey T 1] . Ll - . L
Hew Mexios L2 a3 1a g8 5 F: 9
How tork &1 a5 1 s - 1 .
Horrh Carslind k] T L L] 7 1} -
Hork® Tishotn ] EX 16 ? [IL] 1L 9 i3
Chin 22 -] 23 [ L] - 2 -
B egon I i ] i 7 E2 = 4 2
Penmpy lvanin 49 il iB 5 a a . .
Bhode Laland ] 13 3 ] i - I
South Taralisa M. :

South Dakora L 162 an L] L i B ]
Tensranen a7 ] (] a 5 - ] -
Tirkas 13c Tl 14 L3 w ) ] 1
Utah n 2 § Bt 2 1 .
Vermint M T i LA - - L
Vieginie B3 23 L 19 2 1 ]
Sashlngron LB a0 1 &0 - L] -
Wlesr Firgimia 11& L] 23 ar 21 7 4]
Wiscnneln M For. 10 2 ] i - L
Wyromisg h &7 13 27 n 4 L] 24

fed, ™ Datié nor availlable.

Bource! Data for 1950 (row Counsil &f Brave Governgents, nizing Siake ermant {(Chicago, 1950}, §. 11| daia
for 1967 fres questionnsics addreamed bo Stats emscobive olfites by Hetitonal Oewernses' Confevesge, 96T,

L



TABLE #-31.--HUHEER OF STATE ADMINISTRATIVE AGERCIES RECEIVIMNG FEMERAL 41D FLEDSE,
AR FETROR OF SELECTTON OF ASERMCY HEAD, 1967

il Fedrral Ald Funds
Total o Bowrd or Comaligicom Hpdd
Huakst Hirbar Wahar Elected &¢  Husbet ALL GawE Elgted &
of af ol Appoinoed  Drherwise of Appoinied  Appoimied  Ocherwise

Stace fgencisa  Apencies Aemeles by Govergor Kamad Agenciss by Gowvernot by Covernoe Flirsed
AVETARE BT 11 132 B 4 i ? 1 2
Alabisa az 13} 11 T L] = . = =
Almefea L 1T 11 L7 - - - - -
L Ea Badia
J— 2 % ' A i 18 1@ B 2
Gallfornba &7 1% 13 L& i 1 L - ]
Calzrade L27 » Fi 3 X3 L3 g & =
Gonrea Ti0wt 35 2T ¥ 9 = La 12 5 E
Oulswaro Bl EH] 4 4 1% TN Na.d. n.m- n-a.
Florida an 2% & L 3 25 14 3 ]
Georgia il 1% 1 ] & ] 4 - ]
HasekL fafin
Tdak= kL n T f i L& 13 - L
Tllimsls 43 22 1& LG 1 f & = =
Indisza a1 n 1= L3 4 L 1 = =
Lown 53 LE 5 i 1 E2 1z - -
Kanems 18 2L [ & 2 [ES L - [ ]
EEnrusky i 17 1& L1 1 1 1 = =
louistans a0 23 E g 2 13 11 L 1
Malne n 13 1n Li¥ = 3 ] = .
Faryland L] L [ [ - L 1z 1 -
Massachuscrrs n 13 T 7 = L 1% 7 &
Michigan L] L& B a - L1 5 - 1
Hinnesota 19 15 11 Il " G 4 - .
Hississippl m.a.
Elamoari 22 15 10 [ [k} - 5 5 - -
Bl 5 ama Ti=d,
Bobrnilka &9 L? L] 4 1 a 5 - 3
e de 2 LB L7 =, Medin flads [ i Mala
Kow Earpebira 42 28 La ] 1 14 18 2 -
Hew Jersey an L1 10 L=} = L 1 - -
Haid Mealoo 112 al 1] 5 El pal 20 L -
Esw Yotk a1 14 a1 1] = 1 z = 1
Eerth Carolina &5 a5 & El 1 i i% E (]
Errih Dakora - L2 -] g = 11 -] 3 z
Ohin &0 i L 11 1 1 ] ] 1
O latama 16 a3 21 f 15 12 11 1 =
O i pimm 13 19 5 mea, n.m= i n.m- n.n, n.a,
PFenneplvania 1 16 1 1L ¥ 1 3 = -
Bhode Ialend kL] L& 11 9 3 k| X 1 -
Eourh Carollna Tiede
Soutk® Dakota [ L L5 15 7 & - - - -
TEnnEaann kL] 1L 11 Il = k| 1 - -
Texan 13 1% -4 - ] 12 mn - 1
reah 21 Lk b | 2 1 1] 11 L 1
LLE 18 p P L] ¥ 1 Tik adia s [
Wirginia &7 24 11 T - 13 13 - =
Washingéos 189 62 51 13 a8 T ] 5 s
Wamt Virgiols 1a n. A= n.&- =, Tladie fnil naiis n.na Ml
Hispomain 2B L5 ] 5 1 j [u] [ G -
Wyoming a7 18 11 2 k] 7 ¥ - -

a.8. = Dard not avallable.

Sguree! uestionnaize addresaed to State seocublve offiges, 1967, Hacicanl Oovermors® Confevcnte, Moriges for all
goluma weder "Single Head" amd “Board oF Comedsslon™ are e tad for the &0 Sestes from which uaable roplias

ere fecelvwed.

s



TABLE A-34.--S[BMARY OF INFORMATION ON EX1STING STATE OFFICES OF LOCAL AFFALRS

Etate: Hew Tork Alaska Bhode Istand

Hame of &gpency: Office for Local Local Affairs Agency Diviaion of Local
Gov e B L and Metropolitan

Gowernment

Tear esbaklished: 14954 1959 19E1

Locacion: Within the Execu- Difice of the Gov- Deparcment of Adais-
tive Deparcment ETADE iscracion

Fusc ] o

Advisory, coordimating and
technical assistance

Fiacal advuica % ¥ uw
HMunicipal managenent u u ®
Engin=ering and public works x N
Legal aspects of intvascare

povernment velaticns ] 4
Eegearch, statistics and in-

formation collectlon b4 u ®
Peesomnel training e b %
Boundary and [ringe problems %

Apmint Govermor in coordinak-
Img Ecage sactivitdes af-

fecting locals ¥ ¥ ¥
Eecommond pragraps and legia-

latian ® *
Interlacal cooperation b N b

Finanpcial assistance
*
Supervise local finances x

Flannimg Functions
Ecatewlde plaoning

Lacal planming assistance : X
Canrdinate with regianal

pplann ing ® ®
Coordinate with Statewide

planning

Fragran responsibi lity
Deban tencwal and redevelops

rent
Poverty
Housing
Area redove lapment xlf
Statutory citations: B.¥. Consolidated AE. L4.1%, L8O et F.L. 1961, Ch. 93
Laws, Ch. 335 Eeq. Sec. L4,
Are. X of constitu-

Elon

*The State Comptroller, &an elective officer, supervises cercaio aspeces of local fiscal affairs;
pudits and examines them on 8 contidming basis| melntaine o Ecate data beaok on local gowvern-
ments; #nd advizes and gives Eechnical sssiscance on matters of law and finance., {H.¥, Conscli-

dated Laws, Ch. 24).



TABLE A-35 (CORT'DY.--SUMMARY OF THEOSMATIGH OF EXISTING STATE OFFICES OF LOCAL AFFAIRS

Srate:

Mame of agency:

Year escabliahed:

Location

Func Linas

Advisory, coordinating and
technical szsisrance
Fiscal advice
Hunicipal management
Enpimeerinmg and public works
ug.ul_ agpect® of Incrastate
ROWE COmEn e lationg
Bescarch, stati#tice and ins
Ffammatlion collection
Peraonnel Lraining
Boundéry and Fringe prablems
apsiat Governor in soerdimat-
ing State activities af-
fecting locals
Becommend prograns and legis=
lagion
Interlocal cooperation

Financial assiaranes
fupervise local limances

Planning fumctions
Statewide planning
Local planning assistance
Coprdinate with regional
planning
Coprdinace with scacewide
planning

Frograe Fesponsibi lity
Nrban renewal and redeve lop=
ment
FPaverty
Housimg
Area rodeve lopmant

Statutory cltatione:

TeEnes e California

ffice nf Local Gov- Toterpoveonmentsl

EEEER AL ﬁnunc{}ll.ﬂn Urkan
Growths
1963 1955

pffies of Comp= Difice ol Governor

craller of Trcasasy

x £
= "

X
® s

Laws, 1963, ch. 205 Ch., 1609, 193
Stats.; Ch. 823,
1965 Srats.

My

Pennay lvania
Tepartment aof Com-
munity Affairs
[26b

Independent Admnings-
trative Depacbment

|

Recrganization Flan
2, Act 58I, 1903,
Begular Ses=ion
{approved T1S66)



TABLE A-34 (COWT'D).--SUMHARY OF INFORMATION ON EXTSTING STATE OFFICES OF LOGAL AFFAIRS

Erate: O lorada

Hame of dgencys Division of
Lacal Roverp-

maat

Tear established: 1566

Location: Execalive
Dapat tmane

Fubni £ ians

Acdvigory, coordinating and
techrical assistance
Fiacal adwiec
Municipal mapagemont
Engimearing and public warks
Legal aspocts of Lntrestate
povernment relations
Research, staciscics amd in-
Tarmition collection
Fergonnel training
Boundary and fringe peoblems
Asgfist Qoversor ig coordinat-
log State sctivities af-
focting locals
Rocormand proprams apd fegie-
[ation
Interlocal cooperation

Financial asdiabance
Bupervise local finances

FPlanming functions
Statewlde planning
Local planaing assiscance
Conrdinate with rogiomal
plannimg
Coordinate with statewlde

plammimg

Program responsibilicy
Orban remewal and redeowe lops
L
Pavie ety
Housing
Area redeve lopment

Qeafmbafy &iLaEicas! 5.B.

23, 1964

Illinois

Bifice of
Local Gowern-
mEnk

Laeh

QEfice of the
Governor

H.B. 2194,
1%#65 {(Appro-
prizclon Aste)

Hew Jersew

Departmant of
Community Af=
fairs

1964

DIepartment ino
the Ewmceutive
Branch

R

Asgemb ly BLLL
Bil, 19466

Washingron

Flanaing and
Communicy AEs
fairs

1967

Office of che
GoUETROE

g

il
Y

5
if

H.B. T&, 1967



TABLE A-3& (OOWT'D).--SUMHARY OF TRFOBRMATION O EXISTING STATE OFFICES OF LOCAL AFFAIRS

State:

Hame of apency:

1967

Year established:

Location:

Faigic ol oqis

Advisory, coordinating dnd
recholcal assistance
Fiscal advice
Municipal mEnsgemet
Engineering and public warke
Legal aspects of intrastate
governmeant relations
Eesearch, staciacics and ins=
format fon calleckion
Perzonnel training
Boundary and Eringe problems
Apglst Qovernar in coordinat=
Eng State activicies af-
fecting locala
Eecommend programs and legiss
l&Elan
Intérlocal coaperation

Finipcia)l ssaiarance
Superwife local Finances

Flapning fumctions
Sratewide planming
Leeal plamning assiatanee
Coordipnate wikth seglonal
planoing
Coordinote wigh stacewida
planaing

Pragram responsibi ity
Urban geneeal and radeya lop-
ment
Poverty
Housing
Aren redeve lopment

Statutory cltsationss: H.E.

Miasaurl

Deparcment of Com-
munity Affa lrnlr_E-'f

Tadependent Adminlo=
ceabfve Deparcment

Ohie

bepartment of Deban
Affairs

1967

Independent Adminia-
trative Deparcment

X x

o b

®

x

S X

T

] =

£ X

x X

®

x 28/

i x

r 4

=

%

. 5

129, 1967 Substitute H.B, 4935,

1367

0w

Wigconsin
Dapartaeat of Lacal

Affaire and Déve lop-
ment

1967

Independont Exesis-
tive Department

8.B. 133, 1947



TABLE A-34 (DONT'D]).--SOMMARY OF INFORMATION ON EXTSTINKG STATE OFFICES OF LOCAL AFFAIRS

SEate;

Hane of agoney:

¥ear catablished:

Location:

Comnecticut

Deparisant of Com-
mnity Alfairs

1967

Dndependent Adminis-

trative Bepartment

Functions

Adwisory, coordinmacing and
technical assiscance
Fiscal advics
Hunfcipal mapagemant X
Engimeering and public works ®
Legal aspects of Intrascate
perve Tl e lations
Beasirch, statistice and in-
formation collection %
Personnel traiming
Boundary and feinge problems
Aszist Governor in cooprdimar-
ing State activities af=-

Tecring locals k
Recommand programa and legls-
lation u

interlocal cooperation
Fimancial assistance u—j."l
Byperviae Iocal [ipapces

Flannimg functions

Searewide planning x
Local planning assigtance ]
Coordinate with regiomal

plannimg x
Coordinate with stacewsids

planaing *

Program respansibility
Urkan renewal and redews lop-

ment =
Fowerty =
Houslng x

Area Tadeve lapmenl

Staturory citatloms: F.As 322, 1967

110

Hinmesota

OrTiee of Local apd
Urban Affaira

1967

Hfice in Stace
Flanming Apency

Seck, 4.11, &.12,
&,13, 4,16, 1%A5;
Ch. B98, 1967

Vermont

Dffice aof Tocal
Affaicala?

1967

Offies af ehe Bov-
oinar

=

Exgoutive Aythor-
ity, 196777 Appro-
propriations Act



TABLE A=13&% {COMCL'D).--SIRMMHARY OF INPORMATION ol EXISTING STATE OFFICES OF LOCAL AFFAIRS

Featnates

Eefars o adninlatration of the HBural Redevelopment Fund.

Department and Comnissicn of Housbing and Community Development administers other programs,

notably those of direct adninlstration (poverty peogram, houslng, etfe.) rvather than cheass

af supervizion and assistance. It repders advice on fiscal problems related to lets pro-
grams, collects sCatistica and recopmemls legislacion.

30 all sState financlal aid to localities for wrban rvemewsl, poverty programs, mass transit,
ate., is channeled at the discretion of the director (or commissfoner) of che agency {or
department],

G4 The Washington State agency is gives regpoensibility for “Administration or coordination of

state programs amd projects relating to compunity affsles for the plamning and careving

out of the acquisition, preservation, uwse and development ofF land and provision of public
facillicies and gpervices for fully carryimg out the state’s role in related federal grant
or loan pru.gt‘h:u."

Effactive October 15, 1967.

Refers =clely to the functions of the Ohic O0ffice of Appalachia within the Department of

Urban Affairs.

The Vermont Gffice was set up by éxecutive authority aaly amd La awaicing abatutary

anthoricy te undertake the functions proposed.

L ol
s o

Iz

Spurce; Frepared by ACLR.

311



Appendiz B
REVENUE SHARING

31z



TABLE B-l.--A STAFF AMALNSIS OF SIX ALTERMATIVE WAYS OF DYSTRII

FEDERAL THVILVEM
IN BTATE & 1OC
B FESDTTHE

INTERSTATE FTECTIVERESS OF FLAN
SIX ALTERMATIVES FELEBAL TAX ETECT EQUALTZATION EFFECT OVEBALL TAX PIFEIER EFFECT FEOM A BTATE AND' LOCAL STANDPCINT CECISTONE
|
The oweral]l Federal-Btate-local tax Lesst effiolent becsups direct
SOMPERATORY FIBCAL APPRCAMH--cut Pedernl Federal incoms texpaymrs system would be lul“uw: baneflie acoroe bo Lndividum]l Federal
inpome tax or reduce the ratlonal debé or sould axpest further Wo algnificent effe:t. becsuse the Nation regilred income Caxpayerss-indirect bensflt te Heee
bots depsndisg on scosemis condltlsss. eelurtions in tax to plaoe inoressing relismce o= the sxtent that s compensatory Tlscal
Limbilisy. proporilasal aad Pegresslve State sd | polisy promobeds greater eosansis
loenl tawed B0 finsnce rising Somestio | agkivity and expands the State and
namds. lagal tix bass. Can &lffest willing-
5 neps to ralse States and Loeal CaneEs
albher way,
TAX CHEDIT OPTION AFPEDACH--provide Perscne in bhe lew wsd The cwarsll effect alightly sare
Federal incoms taxpayers & @oTe gEnErous mladle tax bracketa !-,.-" 'EE"?_" betause (& and More efTiciens then outTight tex eut
wrlbg=ofT of thelr Stabe and local taxes OAFTYing shave EweTRgs Mo significest sffect, ncoes tax trachket® tarxpsyers oLy Lo evient bhal lax credits
with an option plas permittisg them slther Biata sl 1okl tax i raceive larger welte=offa, and ovarcope reslstance to nigher Bhate Hons
te lbemize thelr State azd lecal tax logds would reoeive the il [&) State and locsl abe would | oged lecal tax ratss. Moch less
payments [as they can 4o now) TRcEivE & moet heseflt. Persaond ba enccurigped to place more reliance efficient than sharing oF graat
LaE eradil ﬂEmmlﬂEﬂm in the kigh tax brackets on incoms taxms in crder bo maxisdze agproaches beomuse direct add is to
in excese of __% of their net tamable income,| now enjory s liberal & tax cradil possdbilities. tarpayers rather than o gowerrments.
wElte=all privllegs -
through itemizaticn, 1
TAK SHARING AFPROACH--distributs S22 tha Higs incops Statés with Bo marked chengs in the tax incidence | An efficient eid secheslss Eecauss
States a4 dealgrated pereentaps of the Home high tax paysenby woeld plcture unless Federal dollacs Btaten mre left fres to alloomte the Bonsm
Federsl tax revenue on the hasie of reoeive tha largest istnelly replece State and looal funds ascong compebing sdeds. Locml
=l leetlon. FLT reverses pources, In bEak came, there | governments' beneTit dejandent om how
ia & allget progresalve effect. they ahar< ln the lunda,
ISCONGITIONAL GRANT AFFROACH--through &
permanent Trost Fond, Afstribute among the B mivied chasge 1= the tax inclderce | An efficisnt aid mechanlom beEceuss
Sigbea for gerersl government purpoees, on Bons Hodserately egualizing. pletare unlaps Pedersl dallars Binian mre left fres to sllcoste the Fone
A per oapita tasls, an asount egeal bt 1% actuslly replecs State and local funds msong competing meeds. Local
cr @ of the Federal income tax tase FEVERALE pources, In that caps, there | governmects’ besafit depsndent oo how
{propoasl of President's Teak Force oa 18 .mM-!‘ﬂﬁ- they ahere ln the funds.
Intergovernzantal Fisosl Cooperstion).
CONTITIONAL GRANT AFPEO#CH-=sxpand A mild to ooneldsrahils Bo marksd change in the tax loefdenece | A fadrly efficient ald sechanies.
present type of cosditlonal grant-in-aid effest depending on pleture unleas seed for Bhtate and Bokh Bimte mnd local govermmente are
programs to fimance spesifie funetlons. Rona function alded and the Lloosl matokdng funds requires drectly benefited Bul beciuae of Considersble
factors cranked i8ta izcramass i regresalve Typs taxes, their specifio sxpenditure focus,
eqoalizgtion formals. ennditionel grasts tand to disbart
allocatlon of funds aEOEg TUOEaE.
OIBECT FECERAL EXPENDITURE AFFROATH--abep Mild to &onslserable Mo maried change in the tax incidence | An i=dirsct mid to the sxtent that
up direct Federal sxpeanditures for sush effeat dependizg on type ploture, Matrikbubicn of bensfita direcrt Federal activiey ralisvas
prOETAES &8 Flver asd Barbar construsilos Heas of benaficiary and locus for comatrectlos type projects Likely | §tste and loosl governmense of the Little ar none

projecta; cr launch new progrems to deal
with domsstie probless of an interabels
characier, sord se alr pollution and msss
tramaportatlon.

of expanditure.

%0 he lesas Favorables 0 10w lnoomes
groupe thas sxpeaditurss on social
parpaned.

respomalbility for (lnescing the
progran, Far lese effective than
Lin pkarleg of grant spproschas.,

1/ Theas shorteomings could b resedied ard & oignificsnt degree of inter-ares equalizatles could be sffected by & Eyites of negative tax credits {ossh retatesa] and allowences for imputed property b

. -
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AL¥STIS OF SIK ALTERMATIVE WA¥YS OF DTSTRIBUTIRG A FEDERAL ELI'FPIII'S

FEDERAL ISWOLVEMENT
IN STATE & LOGAL

POLETICAZ. EVALIATTIN

Probably the fiset chodoe of moat politiesl
conservatives and the seet chissionable souras
nfillﬂt!-m from w Liberal podnt of wlew.

sppeal for many political consesvetives
and moderates (&) s compromise positics betuess
ssralght Federal tax cut asd plans calling for
gmmtar Federal aid to Btats smd lecsl govern-
merta and (b) @6 & bax sefors searsre placizg all
Federnl inoome taapayers i & Bether parition to
Wrlte=all “emcessive” Gtate apd local tax paysests.
Depplite it progresaivity featurs, thie spprosch
wenfld sbly be Emm‘.l moat Liberals as inef-
Ticlent when contr ta % forme of Federal
ald to State and looal gowernments.

This approscs woald probebly be opposed by soat
Liberals because i1 Lende to spErevats the

Figsml disparity as between wealthy and poar
Bose difficalty msay be spsountered in
Frowing that Stabte and loeal fiscel needs warrart
geraral purpsid Federal sopport, Probebly the third
cholom of moFt consarvatives.

Benilige of 1ta siddle-cf-the road position, 1%
could piek up support fros the left and the rignt
a5 & compTomise meagure desplte the nowvel charaster
of this ald plan. Soes difficalty sy ke
sngountered in proving that Bbate and leecal fipmal
Aeels warrant gersral purpcas Faderal suppori.

Tue to its Federsl sostral wnd squalisstlon poesi-
Eilitier thiz spprosch recelves conslderable
politicel sapeorl from moct libarsls, Beowsae of
1.:Lt1.--turm charscter, 1% alao enjoys & casbaln
Begaure of gemaral pablitical ssceptance nob
aotorded to tan eredit and uassaditionsl grast
propossls, FPolitionl conpervetives can be expected
to resist this approsch slsss b would increass
Fedaral involvement i Biste snd local affeirs asd
Elgst precleds & Federal incose tex cuk.

DFFICTIVENESS OF FLAS EXPENDIITURE
PEGM A STATE AWD LOCAL ETANDEOINT TED TEICHS INTERGT MEMHENTAL Rﬂfl-i EFFECT TECENTICAL EVALLATION
Least efficient hecause dlrect Tow mant effleisst plan iF the dbjective is
hersfits mpcTus to individusl Fedaral Fadaral rols scondbat el by to refece (1) Felersl lmcome tae burden;
| Imaes TENPEYEER--12linget henefit o Firag e rellnselotmens of we con= [ (2] Federsl rale in relation to State snd
the extent thet & conpensatory fisoal trol of part of its rascaroes | local goverssentas nd (3] the progressivensss
palicy promctas graster economic e Bkate asd lecal Fieles | of the total FPedersl-Btate=looal tax aystem.
activity and sxpands the Stete and commeraurately enhasc From s Ststs snd losal ald standpednt,
local tax basm, Cen affect willisg- quite imefficlest. [
nesd o ralse Bhate amd looml taxes 1
wither way,
e e e | s
E EA Sut Fadar: inoms TEx
Move efficient than outrlght tex cut Pednral foie memiatoemnisheds | creasing the progressivenses of the tax systes
oniy to extank that tax credlts Noas = il T srd maxizizing fndirect benefits of Federnl o
overcope realstanss o hlgher State m_m 'n-“h.tw--arrl af ’m"" - tax Feduchion Lo State and lecal goversssnbs.
and lcoml tmx rates, Mugh Lase B tamas Couid el o e Howawer, it prowides no benefit for persons
affleiant thes dhirlng or grant iy %o Bigher ] st londeat Sncoms level with no Federal tax and
spproaches becauss direct ald is %o .l'““t“" renters coeld wrlte-cf? Biebe erd lecal sales
taxpayurs ratbar than toc gowarosents, - snd income taxes bot not the progerty tax. A
Tt has 8 slgnificsmt squalisstion sffect, &
Tt most efflclent ald plan if the objective
An effleient ald sechisles Beceuide Federsl rols diminisheds Statep’ i to shift & part of the rising costs of
Bimbea mre left fres to allocwbs She Fone rola eshased Deciuis BBeee govern= Bbite and lecwl searvices to s natlomwide in-
funds smong competing needs, [eocal meAts determine hoe wonld be oome tad withowt redicisg bthe Stated' eitab= Bratad .
governEEnts’ teneflt Gependent om how Fpant. lished ragpongibdlity for sllcosting public
they shere i= the funds, famde amOng competisg nedds. The Le abasisg
spprosch lgnores the sgualization lssus.
I
T mont efficient ald plan I tRe objeetive
An efficlent ald pechanlss beceuses Fedieral role diminishel) Btates” iz %o shift » part of the rising corts of
atates are left fres to sllcoste the Hene role enhenoed teowass thess gorerns State and lecsl services S22 a nstlorrlde
| funde amceg eoEpeillng sewde.  Lesal mantx detereine how fende would be izcoms tax without redwsing the States’ sa-
governmerts’ besafit dependent om how apent.. | taklished rexponsibility for sllocabing public
they shars La the funds. | furde among competing seeds. The uneondi=
| Licoal graat spprosch M% for &
i modernts Sigris of inberatabe eguallation.
A Tairly effleient ald sechanies. The meat efficient ald plen if the cbjective
Bath State and locsl govermmento are Federal role definitely sshanced in is %0 help Boete and losal governsents to
directly benafited Bt beckass af Conaiderable relation to State and losal financs specific programs. While this
Ehely specific sxpenditore foous, goyerneents, approsch bas equalizaticn poasitilitiss, Lb
comditionsl grasts tend to distart tende to distort allsestlon of funds asong
nllcestion of funils ABRORE Progyass. PregE e,
An Indirect ald to the extent thet The meit &fficient approach 4f tha w=t v
direat Fedural E2tiviity relievea Federal role definis enhureed in is to brisg m;ln:.:: Federal action ﬂm
| feate e=d loosl governeents of the Litile or mone relation to Etate m:Enn.'l. of the solution of a ratlonal dosestic

| responsibdlity for financing the
| projram. Far less effective than

tax sharing & grant approaches,

govermmests.

problem, From a State and loesl ald stand-
polnt, quite inefficient.

BupsAg political appesl for libersls particelarly
LT dirsct Federsl sxpenditeres fall in the esclal
welfare cabagery. Comamrvatives oan be sxpected
to oppoee pimce it weiild isesdids Federal comtral
on the demaptic fromt and might preclude a
Federal lncoms Lix ook,

tw (omibh rebateal acd sllowenees for impubsd propafty thras pald by renters.
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TABLE B-l.--A STAFF AMALY¥SIS OF SIX ALTERNATIVE WAYS OF DTSIRIB

FEDEBAL EHVOLVERER
IN ETATE & LIJCA

INTERETATE EFFECTIVENESRS OF FLAN =
BIX ALTERRATIVES FEOERAL TAY EFFECT EQALTEATION EFFEST OVERALL TAY FIEIEN EFFELT FBOM A ETATE ANE LOCAL BTANHFOINT OECIEIOEA
The everdll Feleral-State-local Rax Least effleciest becouis direst
CONFIEMATIRY FISCAL AFFPCACH--cot Fedarel Federal lncome SEGRRYeTE aystem would b= less Five berefiss aoores to individusl Fedsral
Lnsome tay oF Feluce the matlomal debb or oould sxpect furthar Ho algedflcant affecs, becidae the Hatloe regulped | Inooes tasparera--lodivect baneflk t= Hona
botl depending om epomomis oorditicos, radustloas Ln tax to place Lnersasing reliesos om the extent that & compensatory flazal
1iahility. projoriicaal and regreazive Stata and | palicy prosobes greaber escoomis
local temwaa ke flaaces ricing desestle | activity and expesds the 2tate and
neela, local tax heps, Can affect willing.
neid Lo false Bteks avd lecal bazas
altner way,
TAL CHENLT OFTION AFPROATH--provlde Ferains In the low sad The owerall effect % ﬁ
Federal ircome tEOTAyerd @ BOTE ZENETOUD Elddls tax bracketiz L &SEIEL_" btiuEs & More effleient thes cubright iax cub
write-of¥ of their Gtwte and local Easas crrylong above EVErage Wo sipgrdficant effect. neome tAK trecdet tArpayerce oniy to sctent thet tex oredits
with an optlon ples permitbisg thew sither Btate amd local tax raneive Larger write-offs, and oEpsoEs Prilabance Lo Blgher State Hems
to dterdze theilr State azd looml tax Llonds woild weceive the {b} 2tate and local governments woald | amd loosl tax rates. Much Leds
paymests (48 they can & pow) or receive a mopt bemefit., Persons e ergouraged to place mores rellancs wfficient then sharing cr grant
tax oredit for Stste and local tax payments in the Eigh tax braciels cn izcome tawes In order to mAwimlze approaches besaulse direst ald lp 22
in exesds of J af' thielyr net Lemihle Ineoss. | aow snloy B 1iberal tax eredit possibilities, tmxpayere rabher than to goverrmenbs.
writa—afl privilege
Uhesugh Ltemizetion.
THY ZHARTND AFPROACH=-dlatrlbots Go the High - ineome 3tabes with Bo marked chasge 1= thi il lecidesse | An efficient add pechaniem becmuae
Etater n dsaigrated parzentags of the LE T high tex paymente would ploture wnleps Pedarel dollare Brates are Llelt Frae L& sllocsts Ehe Wan#
Federal sax revenue on the baals of reserlve the largean sctually replace State and Lacal furda smong ooppeting needs,  Leool
sollegtlom, whares., revesus Bources.  In thet case, Ghers | governsesis’ beneCit dependent oz haw
i5 & Sllght progressive sffect. they shate in the Tunds,
USCCADTTIONAL JRANT AFFROACH--through &
permanant Trast Fod, distTibute ssomg the Bo marked chenge in the tax izcldesce | Ao efficient aid oechanies becsuge
Biitea for gesAral governcesl purpoased, of Yenn Modarabely squalizisg, ploture enlues Federil dallars Brates ire Lelt Free L& allocibas Ehe Roraw
m per oepits tasie, on anouet egual to 1% actoally replace Stabe and logal furds smong competing reeds, Looal
er 24 of the Faderal locooe tax Sase revenue pources, In thab che, There | governsests’ becefil dépendent on how
{propossl of Prepidant's Tesk Foroe on iz u alight progresaive effect, they shere im the funds,
Intergoverasestal Flical Dooparatlan),
OONDITIONAL GIAST AFPBROACH--mxpand A omild b comalderable e marked chisge 1= the tax lnoldence | A fairly efTlcient ald mescheindos.
present type of conditicanl grasts1ln-afd effent depending on ploture urless nesd for State and Bolls Binte mad losal govesrzoants are
prograss to flnance specifis Tunctioms. LT function aided mid the loos] matchlng fusds Fequires directly bensfited bub Secause o Coneideratle
feslers eranbel into jncreadds Lo regresalve Sype taxees. their spesifis sxpenditurs foous,
eqealization formuls, corditlonel grasts terd to dlabers
mllocatics of funds smcag PTOECANS.
[IFECT FEDESAL EXPENDITURE AFPSOACE-=gtsp MiLE 0 conmlderatle B Barked change in the ftex izclidescte | dn ndirsct wid &0 the sxtent that
up dirsct Federal sxperditore for such nffect depanding oo type ploturs, Dlakribution of weoeClSe direst Federal acbivity relleves
58 river and karber conslpostloe Hoqa of benelficlary and Lasia Hikks mnd loosl gowerrments of tha Little &F nome

FrogTERe:

prajects; of Luinck new progrems to daal
with domesilc probless of a= Loterubete
character, wash se alr poliwtilon and mass
trazaportatios.

af sxpenditurs,

For esadtrsetion type projsote Likesly
to be lege favorable te lov lpcome

Eroups thes espenditures om pocial
PTOBE .

repponalbilicy for finescisg the
Frogram, Far lesp effective Shan
tax sBarisg ar grant spproschas.

L/ Thess shortcominge could be remsdied ssd & olgnificsnt degres of intersarss squalization could ke sffected by & iFates of negebive tax credlts (cssh retates] and sllosscoes for lsputed Qroperty Laos

i -
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ALYSIS OF 5IX ALTERHATIVE WAYS OF DTSTRIBUTIRG A FEDERAL SIILYL\’E

EFFECTIVERES: OF FLAM
FEOM A STATE ANT LOCAL STANDFIINT

mmmfmmm

TRCHNICAL EVALUATION

TOLITICAL EVALLKT ICH

| lewit effliclest beceuss direct

menefite acorus to individuel Federal
inoome baxpiyerd--Llndlrect Benelfls to

the extent that o corpenamtory fimcal
policy proombes greater eccEcais
ackivity asd expesda bhe State and
Local tex Bape, Can sffwct willlng-
peae te Falds Atebe and local Saxer
aither wuy.

Padaral rFole somevhst diminishsd Ty
the relinquisheent of laffective con-
trol of part of ita flscel resources

and Btabe and looal nt. roles
LB e U e

h

|

The most sfTicient Flaa 1T the cEjegiive 1s
tn raduse (1] Federal Lnsome bax bordes,

[2) Pederal rels i =elakion to Biate and
Loonld governmento and [31) the progressivensss
af Ehe totial Fedesil-State-locel LiE eyites.
FPreom & Btate asd looal ald stasdpoint,

quite Lpeffiziant,

Frobably tka first choloe of most politiesl
ervatives azd the =oat atjectionstls coorae
of icn from o literel point of vlew.

Wors efflclest than cutright tax cut

oMy to extent bhat tax credibe

menreome Feilatimee t0 higher Stats
ard local tax retes. Mecsh less
efficient than sbarisg or grast
npproached DEchmed direct ald is o

texpayers rather than to goverseasls,

Fane

Faderal role somevhab diminichsd-«
Btate and local g

somevbat snheceed DEcpise o =oTe
Liveral write-off of ared
local tazem pould Helg B o¥ercons

The soalt efficlent approssk 1T the objeotlve
i8 o oot the Pederal Lnoomes tax while in-
sremeing the jrogrespivenssa &Ff the lix ayites
asd mawimizing Llodirect besellts of Federal
tax reduction to State and locsl powernments)
Eewiver, 11 previdsh oo be2afll foF persans
at lowest Locoes lewel with o Pederal tax and
Fantere oould wribe=off Gtete pnd lecal aales
ﬂmmiuﬂmmmmm.yJ
It has no algnificsnt equalisstion effect,

stile appeal Tor many politlcel consecvatiwes
modarubes (o) me cmgromiss poaibicn betuesn
Federal taw cub asd plans calling fuor
greater Faderal ald to Btate asd Docal gowero-
ee2te asd (b) B8 & tax reform messure plecing all
!uql'ul incoms taxpawers In & babies peaikbicn to
wEfta-alT “sxcepsive” Gtates sxd looml tax pAYSESTE.
Degpdte 1is progressivivy festurm, thiz spprosch

An efficlant ald zeckanlin beoiuss

Geates are Left fvee to allocsts the

furrds mmong competing needs, Locil
&' peneflt Sepepdent oo Dow

| ther ohare fn the Tonds,

fons

rapilstanse wo higher Btate and
Ipewl tmces, H

]

4

=
Federal rols Almlnishpd | dtates”

role enhanced becwese thepe governs=
mente determdne hoe Disde wiuld ba
at- i

¥
|

The most effiplent ald plan if the objestive
i3 Lo shift a past of the rlalng costa of
Ftate and local services t0 4 petlomwlde in=
toca tax ¥withoot redyoing the Gtatan' eitab-
lished respoasibllity for alloestlng public
fionde apang competing peede. The bBax ilmrlog
EpEroach EEE the pgealization ledus.

wrnld prebably be & bty moat Liberals ad lsef-
Tied whes contr d s &t forae of Federal
nid A Bs

This wrald probably be opposed by meat

Lierals besause L1 Lende to sigremts the

Tigeal diaparity as betwess werlthy and poar
Biwtaan, Gome difficuity may be spsountersd in
Froving that Stabe and locel flecal aseds werrank
gmoeral purpose Federal gupport, Probebly Swe Shirg
choice of mort coTasrvatives.

An sfricisnt ald sechialis Becouage
Stabes wre left fres to alloonte the
funids competing saeds. Lecal

teasfit dependent oo how
they share in the funds.

Hone

1

1
Federal role dimdnished; States”
Tole scherced tecwnis 'thape HEVETTI—

manta detersires how T would be
et

Tew modt efficient ajd plen LF the objective
is to shifi a pare of the rlelog costs of
State azd Looal services to o nabliomeide
Jseome Tax wlkEeit redeslng the Jtatsa" #b-
taklighed respoesaibility for alloosbing public
fasds aming competing nesdz. The unsondi-
hicmal grast approech lded for &

moderwte degree of inters o sqoallsatios,

Because of its ziddle-cf-the road position, it
eould plek up suppest Prom the left and the tight
&5 & comproEipe weasure desplte the eovel charackss
of this afd plan. Swoe difficaliy say be
ensounkered in proving that Bbste asd lecal flasal
Sawdi WEFFAnk general purposs Federal weppors.

A Talrly efficlent aid mechesiss.
foth State and Loosl gowerrmests are
fireotly heasfitad but begeors af
thelr ppaciflo expesdlvors focus,
candlticanl grants tend to distort
mllcestion ef fande asong progresd.

Coms Lderalile

Federal role Sefinitely embanced in
relition to Gtate a=d looal
Eoyerrmmnta .

The post effliclest ald plan i Eoe objective
iz %o bBalp Gtwbts mnd local goversoents o
finanpe gpb:ifie progsasd. While this
spprossh has egualizaticon possibilifies, it
ferds bs distort alloombicn of fosels dSorg

Frogr 8 .

Dt ihp Pederal contrel aad egualizaticn poaai-
bilities thip agproach receives considersbls
political suppert fTom moab liberale. Becwors of
ity time-tegted charscter, 1t also esjovs & certels
Beprare af gerernl politicel sopepimace ot
preorded to Lex erellt aed mEcenditicssl grank
Fropaanls. Folitisal ponaervatives can be expeoted
ta pealot thls apprfoass alnce L6 woold increuss
Federal icwmlversnt in State and local sffsirs and
mignt preclude a Federal neofe tar cut,

fin iodirect ald to the axtent that
direct Federal mstivity relisves
gtaba mnd lopal gowernmsnks of the
reppoaaitility for fizancing the
progras. Fur Lless effechiye than
taz gEarisg or grast sperosches.

LikLle OT name

Federal role definitely enmanced in
relekicn b Bhile i=d' loeal

Everneenta. £

The most efficieat approach if the objecbive
1e to bring direct Pedaral astbon to Bear
on the solutlon of & asbionml domestis
proclem, From o State and locel adld atesd-
poline; quite leeffleient.

Stroyg political sppesl for Libesrale particulsrly
if direat Federal espenditures fall In the socisl
welfure citeagory, Conperwetives can be sxpected
to oppose alnes 1b would ineresse Federal conbrel
om the domestic front and might preclude &
Feodaril locoms tax cuk,
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TABLE B-Z.--PROPOSALS FOR SHARING FEDERAL REVENUES WITH STATE

Eills and Resclutions Imtroduced in the 90th Congress for General Stai

i E] 3 o |
ALLOEETEDR TROTORE |
BELES AMD mmSORirmToss EHARTNG BARIH RARED TOR STATE BY FOATE DISTRIELT Ioes |
§ 5 1..5 PRONTSTON POl LOGEL BHARESD |
{Type of fimsaial upport) {Cewl Extissts) r 3! = {Congreasla] Becord cltetios for Stabtms' hares) |
" 2%
HHITE
£ |35 | ER o
Lk = 1w LD ¥
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TABLE B-3.--AMOUNT OF STATE SHARE OF §1 BILLION OF GENERAL FEOFRAL AID UNDER SELECTED ALLOCATION FACTORS

Mi1licms)
FPor Capics (July 1, 1966} t State-Local Reve Llar (1
Adjusted for Per Caplta Adjusted fox Eui?-t.n-:nl hdjusted fay EI:-E-!.»:::L

State gnd Regloo Unadjysced Parsonal 'Ln.egk{'l Tox Effove=’ Ungdijusted Jax Effore
United States 51,000.0 81,000.0 41,000.0 51,0000 41 ,040,0
Hew England 57.3 1.7 57.0 L. T &, 0
Maina 5.0 5.8 5. 4.5 4,7
Hew Bampshies 1.5 3.7 1.1 2.9 2.6
Vermonk .1 2.5 2.6 1.2 1.7
Massachuastka 7.5 5.0 28,2 31.5 3.6
Bhode Islamd 4.6 G.3 &4 L 5,4
Coones blcuk 14.7 11.5 13.2 16,1 4.1
Mideast 212.8 182 .6 24,0 24T .3 53,3
¥ew York 93.2 75.5 10%.5% 131.12 151.3
Hew Jersey 35.2 8.9 0,4 5.5 5.0
Penmaylvania 9.1 571 5.7 55.1 5%.9
Delawars 2,6 Z.0 2.4 1.0 1.5
Harylasd 18.4 6.2 16.7 17.9 15.4
TMstrict of Columbla bl 2.9 1.3 b3 1.8
Great Lakes 196.5 175,53 181,46 196 .4 179.8
Mizhigan L. 8 .7 53.0 46.3 45.8
Ohkio 52,4 - 43,9 45,0 36,5
Indiana 5.1 23.4 23.9 4.5 2.9
Illinois 2.7 44,3 L£5.6 53.3 45,2
Wisconsln 1.2 20.7 5.1 5.0 29.1
Flaice 8l1.0 82.1 8.0 19.9 B2.1
Hinnesdata 18.3 18.2 1.7 0.8 4.1
Tawa 160 18.%9 15.4 4. % 14.0
Migacuri 3.0 i2.9 0.1 1%,5 18.7T
North Dakota 1.1 3.9 1.8 3.2 3.7
Sauth Dakota 2,3 5.1 b2 3.3 1.8
Hebraska 7l Tk 6.5 £.3 LS
Eansas 1L.5 11.6 12.3 1.9 12.5
Southedst 218.3 280.3 207 .8 156.5 14é .8
Virginia 3.0 5.2 18.7 146 .45 13.1
West Virginia 9.2 12.1 4.0 &, B 6.4
Kentucky 16.3 1.2 145 .4 10.% 4.8



0zt

TABLE B-3 (OOHCL'D) . --AMMMT OF STATE SHARE OF 51 BILLION OF GENERAL FEDERAL ATD UNDER SELECTED ALLOCATION FACTORS

Millions}
Per Copita (July 1, 1966 Per Seate-Local Bevenus Bollar (1945)
Adipsted for FPary T.:t LPta Rhdjuated for EtaI =Lacal Adjusted Far State=Lacal
Bcata pnd Raplon Ui st od Ay I Tax BEffert Unad jiLa Le Lax BEffar 1
Umiced States B 0000 51 ,000,.0 §1,000.0 81,0000 $.L'I:|L'|{|_'|]-
Southeast (cent"d)
Tenncesee i%. 8 26.1 18.3 13.4 12.1
Harkh Carclina 25.5 13.1 24.13 18.1 169
South Carclinma 13.2 18.% 1.1 5.0 7.8
Guptjpia 2.8 8.0 211 14,2 14.7
Florida 0.3 131 304 26.4 26
Alabama 18.0 5.0 1£.,5 11.3 Lo 1
Misrissipp! il.% 1%.6 13,3 1.7 H.4
Lavislana 8.4 23.6 20,5 15.3 16.7
Arkanaas 10,0 144 9.0 a.1 5.4
Sputleast 40,4 .3 9.1 fifi. 1 B, 2
Ok lahoma 12,5 5.5 12.5 b 3 10.2
Toexas 55.9 2.3 80.7 L2.8 10§
How Hexlco 5.2 4.3 &0 b, % 5.6
Arizopa B.3 11.2 9.8 8.4 9.8
Kocky Mountain 4.0 15,2 26,9 24, 27.2
Heqitana LR %0 4,1 3.6 b .0
Idaka 3.5 1.9 1.8 1.3 3.6
Hyoming 1.7 1.7 1.9 1.8 .0
Colorado 10,1 9.9 11.4 11.2 12.3
eah 21 5.7 3.7 4.9 5.3
Far West 1E5.1 1i3%.9 1.3 161.5 151.2
Haghisgtas £5.2 13,9 Lh-1 17.2 17.8
Oregon 0.0 9.6 0.5 L. & 10,6
Hevada 2.3 1.8 2.3 1.8 2.9
Califormia Ph .6 7B.6 112.4 131.2 1659, 9
Alaska 1.4 1.2 1.1 1.2 (i
Hawaii 3.7 3.4 & 4.1 5.3

1} Distribured on basis of rotal popularion adjusted o veflect States' per copita persgnal income deviation from U5, auersge.
E_." Adjurted to geflect deviatien in State and local effort relative to U.5. awverage. Taw effort equals cotal State and local tax
cellections as a percent of State persomal dncome.
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TABLE B-4.--STATE, LOCAL AMD SELECTED CITY SHARES OF 54 BILLION SUFPORT CRAMT

(Millioms)
Sglocted Citden
FParcent af
State snd Begion 1 ba and Lorald) EIIE&'.I 5"'—‘1& City arantd’ Local Shate Srate Population
Upitod Scates &4 0000 52 (OB, 4 51,5004
Hew Fopland 227.6 103.1 124 .5
HMaine 1.6 11.0 106
Hew Hampshira 12.4 4.5 7.4
Varmant 10.4 &, 0 b .
Hassachupetts 112.8 47.2 65,6 Boston 5 15.3 23.0% 13,8%
Ehode Island L7.6 9.0 §.2 Providence 5.9 2.0 B4 4
Connac clest 52.8 zi.0 27.8
Hideast Bsp.0 389.5 478.5
Sew York &38.0 186,58 291.4 Kew Yok
cicy i53.8 Bl.2 b F
Hew Jetsey 1I1.6 6.4 85.2 Hewark 4.3 Ll.6é 5.9
Pennsylvania 2ia.8 120.6 Q8.2 Fhiladelphda 29.% b 17.8
Delavare 5.8 7.h 2.0
Maryland &6, B 35.3 28,53 Baltimpre iz.0 42,1 7.4
Diptrict of Columbla 13.2 - 13,2
Groat Lakes 26,0 359.8 156,12
Hichigan 172.0 .0 7.0 Detroit L 26.7 2.4
Ohio 175.8 14,8 05,8 Clewe land 10.8 1L.2 B.0
Indiana 95,6 9.3 4,3 Indianapalis 6.5 14 .0 ip.9
Illinois 1824 78.4 10,0 Chicagse 53.3 S5h.4 33.4
Wisconsin a4 57.3 43,1 Hilwaukes 11.0 24,5
Plains 336.9 155.5 1806
Hinnesoba H& .8 52,5 [T Hinneapoliz-
Bt. Faul 131.4 i,z 8.8
Towa HLl.6 26.8 3.8
Hissauri B4 41.5 &, 49 St. Louls 12.2 kI 15.6
Horth Dakora 15.1 Tad T8
South [akota 16.8 G .ls 10,4
Hebraska 26,0 0.2 16.8
Kansas 69,2 21.% 27.8



stobte and Hegion = Iobtsl Stace @od Locals’ o sSegtps

47 098 .% 51,9004

L

Soucheast il 3 LAY H FRENA
Wi in LT ] LFL 3.2
Host Visginls 350 35.0 1L.0
Fentucky .4 L3y 17,3 Loutsvilla ¥4 L 1 12.5%
Teonesses 5.2 Gl 17,0
Harth Carsllng 97,2 7,3 5.9
South Carollne el 36,6 1l.
Gestigla B & 55,7 8.7 Atlanta T=T 6.8 17.%
Flerida 121.6 &R G 230 Tampa=5C-
Takaraburg 7.1 11.58 5.9
hlabans Al A Fad 18k
Hisatasippl L 5.6 17.1
e Tauisiane BED 6l & 21} Rew Orleans =1 iy 8.5
Arkacsaa 160 L | io.%
Enurkwest 3T 183,13 112 7
Ok labona 50,0 Y ]
Texas R lig.1 2.7  HRousgap 1&,7 1347 10.6
BHou Moxieo 2 181 5.¥
Arlzona 3.1 1.7 1745
—— gcky Hountain LGF 6 51,5 1.8
Hontona 16.5 7.0 G4
Tdahao E 8.3 iy
Wyeming 7.6 1.4 L
Colorado S5 h FE T, ¥ DeETaT Tl 313 25,6
tirah Fr | 3.1 9.5
L Far West 5EE.0 160,45 ZR5.1
Washington B 4.0 LS 5.9 0. 19.0
ﬂ'l'l-ﬂll 22,9 2.0 20.0  Porcland B0 304 202
9.2 5.0 4,2
California L 5l 2095 i Los Angeles o 194 T
Alaaka Ty | 1.3
Rawafl 160 117 43
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FROPOSALS FOR FEDEEAL TAX CREDTS FOR STATE AND LCAL TAX PAYHENTS

Rasie [or Credic
[Trper of Stats snd
Local Tawedl

H.B. 1047, FoEE (R}

W.R, 1401%, Uilsan (0}

%. 1™3, Pexcaon (R}

0B, &hED, Diagell
{0} HE. 7H5%, J. G
Q' Kara (2]

HsR. %50, Raird (R};
W.E, 5%#), Darwimaki
Ay H.B. B0, Len-
men (01 H.E. 832,
Helsen (R}

H.k. 338B, Curcis (R}

F.p. TOF1, Fino ()

H,E. 795, Tenzer (0}

Scate ard local
echaol btaxme (ans
ncted after adop-
gicn of agt} agalnst
Fodernl Incomé LK.

Scata mrd local
Lnooes: CaxeE sgaimer
Fedarnl income imx.

Aeate and Local
incoes: cawea agalnet
Fedaral incime tox.

Srave and Hocal
[ncome tweea
again#l Feda¥al
imcoEe LaK.

Siato md local
Laméd agalnsr
Federal Looome

Taxer for sugppart
of public educas
clonel Llonscitu~
tione apaimae
Fadoral incoss

[ Eiu

SZtaen and lecal
[ncome saxea pald
dufing yusr
agalnet Frdaral

Licome taka

Remjdenrial Toal
propatly Eaxad
againek Foderal
IRcomi tas.

Appeniin C

WE:iIHED af Crodic Techolgos

Indiwideal exmgayer mmy clain credlt equal to
addbrional Brate and lewal school taxes psid
or acgrised within tho taxebla yest (1@,
taxes impried after dace of enaccmens =f
thie legialacion},

Individeal adpayer may claim & credit lqu.l.]
to 407 of Stata and local incdme Laxwes paild
or mecewind da lod of diduccing each caasa.
[To Ieplessne an ACLE recommendabion}.

Individual tawpayer may claim a credit equal
to 50% of tho State and lécal Locome Cames
puld o serued for the taxable year. (To
[eplomans an ACTA cecomseodationd.

[ndividual taxpayer may cladm o credit equal
te tocal of the State and local Lncoes: Cawes
pald during year except smeunt pay pot oxcead
5% of total Federal bax feduced by som of
obhaf ciadibs.

Individual Exepayer may cleim a cTedil equil
o 10% of all Scace and [ocaf cxxea puid or

acerund dusing yesc in liau of deduckisng soch
tages. Credic Lncreasee L0 saoh year up b=

Trdividunl taxpavar may clale & credlt {oor
iz cxceds of B100) egual to mum of 200 {a)
cawes (ather tham Teal projesty tagea) padd
ar apcruad for eapport of publi: educatleondl
fmarivarions [b) real properey cases lmpoesd
on tpdividual am 1 F or k L
alrernarive credic [mor in execss of 52003
pipal te 550 times punEar of personsd
sxampiions fof siudents belés sollege Pevel
provided crelit equales or exoeeds firat
sltarnsblvs bug mot smount of Eax impied.

irdivideal casxpewer mar cluim m cfndit egoal
to torad of Stace and Zocal Lnpeomes cawsa pmid
dutlug yemt eHcepl amdund mdy o0C excded 205
of togsl Federal tax ceduced by sum of othat
ereding.

Individual caxpayer may clafm a crodic aqusl
£o thees quartecs of hid "bife average™=-
whizh im AOL of the mmount by whizh his local
retldenclal Teal propercy casmes emceod 5% of
his housshold Lncoms.

123

hic

Tf Gedividual's nat
tax obligation [s less
thai thi arspine af
cradit which ho can
clajs the tax abil-
pation le zaro.
Fatirs crodil syilos
part of gencral
rewenus-aharieg bll,

Crediz provieione
part af lacgar hill
prewldimg wwtlaty o
"edwcarional

incangivaa, "



Eille

Regie for Credic

(Trpoa of Scato sad
Locs] Tuweal

H.k. B31%, Fountais

(U): H.W, A33I,
Ullman {B)

WA, ¥¥5, Clauesn
LY

., M7, Berce
R}

Eatmte texws paid
to ELamnes agkiase
Fodoral watate tox.

Ruwt ag H.E. 5&30
aguinzt Foederal e~
DL TEN,

Feal pEopeery Camas
agsiner Federal fo-

coom B

'DI:E[[H ]m “ 1 L

In lieu of credic autherleed for satdto,
inraritence, legscy or suocessien [Eacs, Che
tax Imposed by the craasfer of the caxable
eolEte miy bs credlted wich the apopst of
any #mcsld ik actually peid o any State in
Towpact to sny propercy Lecluded In the gross
wilite, Hartmra arnoata of oredlo are estab-
Liehed rangisg feom I.4% Eo texiblo amcwis
under £5 01 io £1,% million plus 18% of ex-
coeg owef 51 wdllion for taxsbils eptapes yal-
urd aver §1T wd1lion. (To leplercnk an ACTR
reroemesdar den).

Bame a3 H.K, 5&50,

Izdividual taxpayer msay claim o credlt squal
vo the amsent of Ciaswsd of feal pEopeiiy paid
or accrusd for puppori of public elesenrary
id gecenddicy cducat{cn duripg faxable ywag,
Cradic may aof sceed lesser of 5100 or total
Federal tax redecod by other sredits.

EF2S

Other Spacial -'III:H.Iﬂ!

Tee peneral purpoes
of the leéglalition s
ez lpcreane chi
#tdbility of the
Sraves’ revisues by
providing a refacively
kigh cradic in tha
lower brackers and a
low cradit dn high
Brackers--thas leaving
the tazing of Lurge
datards malmly P Pid-
aral gousTmEnt.

Raverse-shacing 1imitad
ko ¢ lemEnticy dmd Sec-
godary educsrion,

Fart of bmcger BLE1
pioviding crodite for
tulelos and [ees [oe
higher educarics or for
cctupationd] Efaining
and enempring from ia-
cnme tdx cactmia
scholarahips, e lloe
shipw, stc.



Appendix D

STATE-LOCAL UNUTILIZED TAX POTENTIAL AND TAX UTILIZATION RATE COMPUTATIONS
FOR PERSONAL INCOME, SALES AND PROPERTY TAXES

PFersonal Income Tax

1. Ten States with heaviest personal income tax yield per 51,000 of personal in-
come (1966 yield per $1,000 of 1965 State personal income):

Amount per §1,000

State Peraonal Income

De laware 4 29,27
Wisconsin 28.34
Oregon 27.55
Hawaii 23,32
Minnesota 23,30
Yermont 23.10
Alaska 22.61
Wew York 21.41
Tdaho 17.59
Horth Carolina 16. 3%

5231.88

Average vield per $1,000
of perscnal income 5 23.29

2, Poteatial gross personal income tax yield = §23.29 x State personal income:
Example:
£23,79 per 51,000 x 51.7 billion (Delaware's personal income) = 540 million

£23.29 per 51,000 ® $10.1 billion (Nerth Carolina's personal fnecome = $2335
million

3, Computation of 56 per capita credit in liew of food exemption in sales tax:
Example:

56 % 512,000 (Delaware's populaticen) = 53 millien
56 x 5,000,000 (Morth Carolina’s population) = 530 milliom
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4. Potential net personal income tax yield:
Example:

Delaware: $40 million - £3 million = $37 willion
Morth Carolina: 5235 million - %30 million = 5205% million

3. Percentage 1966 actual State personal income tax yield is of potential yield:
Example:

Dalaware: 550 million &+ 537 million = 135 percent
Horth Carolina: $163 million + 5205% million = 80 percent

Bales and Property Taxes

Calculations of the S5tate-local sales and property tax potentials and
utilization rates were analogous to those used for the personal income tax. In
1966 the ten heaviest user States for these taxes were:

SALES AND FROFERTY TAX REVENUE PER £1,000 OF PERSONAL INCOME
FOR TENW HEAVIEST STATE-LOCAL USERS, 1966

General Sales

State and Tse® Btate Property
Hew HMexico 3 36,87 Bouth Dakota 5 68.92
Washington 34.13 Hebraska G741
Arizona 3241 Montana G, 54
Alabama 2958 Wyoming HE, 20
Ueah 2947 California b2, 58
Wyoming 27.25 Massachusetts B2,52
Hichigan 26.28 Minmesota 62 .24
Tenne sses 25.55 Iowa G600
Georgia 23.97 Hew Hampahire al.31
Arkansas 23.57 Arizona 59.71

$2E9.08 5636.93
Average 4 28,91 & 63.69

*Ine ludes local eollections.

For purposes of determining the combimned wirilization rave for the three
ma jor tax asurces, the dollar differemces betwesn actual and potential yields
were netted out and related to the sum of the potential yield for the State.
Thus, Delaware's 135 peccent utilization of the personal income tax is ofEset by
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ite zero utilization of the sales tax and 30 percest utilizacion of the properiy
tax with the net result that Delaware shows only 43 percent utilization of ite
calewlated income, sales and property tax capacity (Table D-2). By the same
token, Horth Carolina's BO percent utilization of the personal income tax, its

65 percent utilization of the sales eax and &2 percent utilizarion of the property
tax Tesult in a 5% percent otilization of its calculated capacity.

Data for the analysis were drawn from Census reports for 19646, the latc-
est yedar available, and supplemented by staff estimates where detall on local
callections ware not avallable in Census publications.

A numbter of State leglslatures enacted substantial changes in the three
major tax sources in 1967 which will alter the wtilization rates in future years.
Staff estimates of the effects are shown in Table D=3, Major tax changes may in-
creage the utilization rate significantly or leave it about the same depending
upon whether the pax chlng:vl‘: will result ig 4 net addition to Staté-local TEVENIE,
a3 in California, or leave the State-local tax yield about the same, as in Min-
negots where a new fales tax was epacted to prowide rélief from the property tax.
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TAELE D-1.--POTENTIAL STATE-LOCAL YIELD FROM INCOME, GENERAL SALES AND FROPEETY TANES BASED
UFOH CURRENT BELIARCE OF THE HEAVIEST STATE-LOCAL USERS OF EACH TAX, FY STATE, 1964

(Millions)
Potential yer-utllization {-) or Under=utilization
Combined - B-elzl:d on Actual Yield of--
State Tax Yield T e Sales Property b ined
Dnited States 60, 504 36,487 45,748 59,212 SXL,657
Alabama 51 9 - Joe 183
Alaska a7 -1 19 EE 33
Arizona &1 55 -13 15 57
Arkansas &3 Lt 20 132 106
California 6,835 25 134 [ 1,230
Colorado &0 41 il 7 o4
Conpecticut 1,038 20 152 149 405
D lawsEs 195 =12 49 Th 113
DMigtrict of Columbia EEL I Sy 1M 169
Florida 1,5%1 291 123 310 T
Georgia 1,072 Ll &7 330 491
Hawadi n -4 -3 T2 kL
Idaho 158 [ 20 27 33
Tllinols 3,081 Tha 26 612 I,625%
Tadiana 1,584 150 121 200 571
Lowa B34 & a9 73 181
Kansas 673 51 58 45 154
Eastucky 713 27 6l 248 136
Lowiafana an 119 iy 279 L&
Haine 254 &b 11 21 B
Moty Tansd 1,207 65 180 23n 483
Magaachusetes 1,863 43 &3 a 435
Hichigan 2,831 488 =1 il 1,6
Hinnesota 1,080 -zl F 14 265
Miszisafippl 515 ¥ =545 L1% 133
Hissouri 1,360 137 02 127 Shi
Hontana 195 1% 50 -5 air
Rebraska 435 At 111 =15 176
Hevada 164 Ik 1'% X0 9
Hew Hampahise 195 54 =11 b i
Bew Jersey 2,50 L4567 413 115 S/7T
few Mexica £52 a3 -18 a0 45
Bew York B, 761 2 457 T 1,184
Earth Carolina 1,137 il o T Tk
Korth Dakota 164 12 19 11 5l
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TAELE D=1 {COHCL'D).--POTENTIAL STATE-LOCAL YIELD FROM IHCOME, GEFERAL SALES AND FROFERTY TAXES
BASED UPOR CURRENT RELTANCE OF THE HEAVIEST STATE-LOCAL DSERS OF EACH TAX, BHY STATE, 1966

SEaté

Ohic

Ok Tabkama

e gon
Pennsylvania

Rhade Island

South Caraolina
South Dakoks
Tennesses
Taxas

Utah

Vermont
Virginia
Washington
West Virginia
Wisconeln

Wromlng

Potencial

Cozbined

Tax Yiel:d

§ 3297
G315
ik

3,619
287

530
172
a6
2,805
266

14
1,212
983
15
1,282
9k

(Hillions}

Ower-utilizotion (-} or Under-utilization

Based on Actual Yield pf--

T e

¥ 53
1

-
Ly

54

41
il
154
51z
11

-2
a7
183
31
=B
18

Salea

¥

AL
B3
1535
321
K

I
17
26
475
-1

17
P
=45

31
o

1

]‘wgnm

550
166
b
1,010
45

155
=8
iz
sz
i1

1z
3l
239
136
ax
-

Conbined

& 1,547
135

183
1,803
126

269
&4
44E
1,449
&l

P
i
Er)
238
234

17

Source:  ACIRE Staff computations based on Bureaw of the Census, Gowernmental Fimances Saries.
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TABLE D-2.--STATE-LOCAL FISCAL CAFACITY UTILIZATION RATES FOR HATOR TAXES BY STATE, 1986

(detual Tax Yield as a Percent of Potencdal viald)

Etata and Rﬁ.ﬁ‘lﬂl‘l

U.%: average

Hew Eng land
Haine
Kew Hampshire
Ve rment_ !
Massachusercs
Rhode 1slandl’
Connecticut

Midaaat
e '!'-:rk_l-
Hew Jersey
Tennsyivania
Delowara
Mary Landlf
District of Columbialf

Grear Lakas
Michiganl/
Ohio
Tndianal’
Tilinoinl/
Hifsconsin

Flaims
Minmesatall
I-:u-m_l-

Mismourt

Horth Dakotall
Fouth Dakata
Fabraskal!
Kansas]

Southaasg
Virginial/
West Virginia
Kenotucky
Tennessee
Horth Cara 1:I.r|u.l-l|I
Zouth Carolina
Georgla
Florida
Alabama
Mizaiaui
| FETTH iiﬂmﬂ}
ATROBaEs

Conb £ need
Peveanal Géaneral Sales Tndex
Lt and Use Tax Froperty Rate {11.5. A, EI{IEI!

2% ik K 65T 1008
0 Bid {2 &9 106
& i 95 54 g%
180 ¥ 79 4] 10
¥ 23 9 T4 114
0 H% 72 kL] B
] 49 b 35 B
100 4 &1 BZ 126
2 1% 2 a1 4
I a3 0 L1 i
135 a n L3 Gl
il 41 G5 LT 2
6% 40 47 50 o
& 21 Tl i 98
ta % T 53 &
43 70 7 70 Lo
¥ T4 Tz 5% 91
134 bl B9 a2 135
i1 a 95 75 115
56 34 a5 v 114
1] Il 57 1] 59
23 54 i3 & 106
a &1 105 o 118
0 o 106 G0 g2
=1 i b5 i 118
T & 11 43 fisy
A2 32 42 43 G
aa x4 il [ 47
5 BA &5 44 75
ad &5 &2 %5 By
56 TE b 44 15
&1 a3 45 3L b k|
a bl 5 5% 0
41 102 a7 &9 5
1% 155 30 ag L%
20 9 &1 a7 72
3y 51 G 51 TR

330



TABLE D=2 {QONCL'D).--STATE-LOCAL FISCAL CAPACITY UTTLIZATION RATES
FOR MATOR TAXES BY STATE, 1966

{actunl Tax Yield as @ Percent of Potemtial Yield)

Combined
Faraamal General Sales Tndex
State and Reglom Iogomne and Use Tax Froperty Haote (U.5. Awg.=100)
U.5. avearage 42% 63% 7T a5L 1| T
Southwast
ik lahoma 26 LY 54 a7 71
Texasl/ o 34 B8 &7 72
Hew Hexica 28 128 53 62 25
Arizona 28 12 T BT 134
Bocky Mouncain
Mapkana 58 ] 1M G L0k
Idaho &3 Sh T4 Ti 111
Wyomingl/ 0 %6 104 B2 126
Co lorado &3 &0 ¥ B 17%
ircah 78 1l k] &5 131
Far West
Hashingtonl/ o 118 56 B2 95
nregen 130 a Bl 70 108
HavadalS 0 55 &8 52 Bl
californial/ 35 Bl 48 82 126
Alaska 106 24 kT b5 B
Hawaiil/ 114 158 a5 RS 111

_'l.l" Sea supplemental table of the effect of recent major Stete tax actlom om che combiped Tate.

Bouree!  ADIR Eeaff computations derived ftom Buresu of the Census data reported im the 1966
Govarnmantal Finances serles of publications.

in

For methoedology see text and appendix,



TABLE D-1.--EETIMATE OF THE EFFECT OF RECENT MAMMR STATE TAX ENACTHERTS
0¥ THE STATE=LOCAL FTECAL CAPACITY UTTLIZATION EATE
(&5 of January 1, 1968}

Estinatad
Ferscnal Hew Comdisad
frate and Reglon Income Tax General Sales and Use Tax Fraperry Ratall

Hew Eng Land

Haine Tmereasad n.d.

Varmont IacTaaasd Ao

Massachusecrs IacTeased M.,

Fhisde Tslaad Iacreaaad 39
Hideast

How York Hew loeal &h

Hary lamd TecTeaaed 71

Pomnsy lvanl a IacTaana:d Dlodla

Disgricr of Coluabia Ineraaae:d 56
Great Lakes

Michigan Hed State D reddnd L]

Incdiana Decraased Decreased 67

ITlimata Incraasad b4

Ghio Increased State and local O da
Flains

Mimnesocta Hew State Decreased 15

Towa Increased Increased BS

Norch Dakota Increased 4

Hebraska Hew State Kew Stake DecTeased T4

Kansas Decreased T
Southeast

Virginia Hew State and local i

Horech Caralisa Tacreased 54

Lowisiana Ineeeased local LT
Bouthun st

Mz Laherns Kaw local 51

APizoaa Tnereapad mi&.
Racky Mountain

Montand Incedamasd . d,

Wyoming Srate replaces local B2
Far Wesr

Wadhiagton Thcrensed 65

Harvada Ineweased 59

Califormis Incressed Inceemansd W3

Hmeald Decranpad B4

n.0, = [atn pot oendlabla.

_I." Acpupal tox yield as a peroent of potential yield.

Souecei ACIR Scafl gemputacions.
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Appendix E

BIBLIOGRAPHICAL NOTE ON IMPACT OF FEDERAL GRANTS-
IN-AID ON STATE AND LOCAL GOVERNMENT

Tha literature of Federal=Stare=local relacions abounds with arcicles on
Federal grants-im-aid but the fmpact probies has not veceived extenasive coverage.
fmpe of the earliest studies was 2 gampling of the opinions of 264 State cfficials
onFoderal-aid made by the Hatlonal Musicipal League In 1578, (Faport of the

Committee on Federal A3d £n the Srafes of the Hatfonal Huniclipal Teapgue, Supple=

mant Lo _the hational Municipal Review, vol, XVIL, Ho. 10, Octobey, 192BY.  AmoCher
plomser work by Vo O ¥evy, Jro, The Admindstracion of Federal Grants=inm=—Add,; was

published {01937 {chicagor—Public-Administration Service),—The Council of

Srate Governments' Committee on Federal Grants-in-Aid din 1946 published an dimpor-
tant atudy oo one aspect of the administrative problem of Fedaral aids on State
budgetary proceduraz. (Councl] of SEate Govermments, Federal Grants=Im=Aid:
Beport of the Committes on Federsl Gramts={o-A1d, Chicago, 19497, The (Kestnbaum)
Commiesion on Intergovernmental Belotions studied certain aspects of the dmpact
ofFederal-Grants—in—ald-onStateadmintstration— Pwo—of—the Commission's—survey
peports contained even more material on the administrative impact of grante.

More Importantly, the studics examiped the overall impact of Federal aid onm the
strocture and funitioming of SEate and locdl govermmenk,

The Advisery Commission oo Intergovernmental Relacions has studied more
limited aspecrs ol adminiscrative problems in particwelar fields, {Advisory Coese
migedion on Intergovernmaneal Relations: Perlodic Congresslonal Heasaassment of

Federal Grants-in-Aid o Sfate and Tocal Governments, T9E1; The Hale of Equaliza-
Eion _in Federal Grants, 196%; and SEAEuEory and Adminigtrstive Conttole ASEscis=
ated with Federal Granrs for Public Aseistance. )

Thees morse recent reports of the Couvncil ol Spsce Governments sxaminsd
Federal-State Relationg in the grant=in-adid Field. A 1962 study examined the
izpact of Federal statutary and adminictrative requirements on State government
Structiure and organization. (Council of Stdate GovernsenksE, State Go
Crganization and Federal GCrant=in=&1d Propras Requiremente, @ report Co the
Governor "8 Conference, Hershey, Pemmaylvania, Chicapo, 1962) A 1908 study fden-
cified restrictlive prowvisions in present Federal preant-in-aid lesislarion amd
vogulations thet ispeds administrative practices in the Stazes. (Couneil of
State Governments, Frpderal Grent=in=-ald wirements I State Administration
Chicago, 1966)Y. & sequel to this scudy, published in 1967, attempts to identify
the costs to the States, sonetary or otherwise, that resuit from delays in Te-
cedving Federal appropriations or authorizations. {Couwncll ol Srate Gowernments,

Cost to the States Besulting From Delays in Authorization ox Appropriation of

Federal CEanta-in=-aid, Thicago, 1967Y.

333



Fionally, Congress itself has contributed o the literature in the fleld
of Federal grants-in-aid to SCabe goveroments, In 1956 the House Intutgﬂ\rcm—
mantal Relations Subcommitees sought the views of Federal agencies on the ade-
quacy of axisting grant programs and their comments on relevant recommendations

of the Eestnbaum Commiselon. (5taff Report on Replies from Federal Agencies to
Quescionnaire on Intergovernmental Belations, Intergovernmental Relatioms Sub-

comulttee of the Committee on Gevernment Operations, U.5. Congress, House, Bith
Cong., 2d Sess,, August 1956). The following year the House Subcommittes pub-
lished replies received from the executive apencies of State and local govern-
ments. (Replies Erom State and Local Govermmente to Questiomnairc on
Intergovernmental Relations, Sixth Report of cthe Commictes on Goveroment Oper-
gtions, Jume 17, 1957). In 1958 the Subcommittee submdtied the final document in
lts serles of studles on Intergovernmental relationships ko its parent committee--
the Commitctes on Government Operations. This report placed special cmphasis on
Federal grant-in-aid programs and made a serieg of recommendations for improving
the Federal grant structure. (Federal-State-Local Relations, Federal Gramte=in=
Aid, Thirtieth Report by the Committes on Government Operations, August &, 1%53).

The Senate Subcommittes on Intergovermmental REelatlonms has also mada a
gignificant contribution to the literature. Tts first report in 1963 was a syste-
matic effort to obtaln the views of State and local officials regarding adminis-
Erative problems im Federal grant-in-aid programs. ©,5., Congress, Senate, The
Federal Syatem ag Seen by Seate and Local Officials, Resules of a Questionnaire
Dealing with Intergovernmental Relations, A Study Prepared by the Scaff of the
Spbegmmittee on Intorgovernmental Relations of the Committes on Covermment Oper-
ations Washingtom: Government Printing Office, 1963). Two vears later the
Spnate Subcommittes published the results of its questionnaire survey of Faderal
aid administratoers directly responsible for prograns of assistance to State and
local units of govermment, The guestionnaire was designed eo obtain the view of
Federal officials on proposals emerging from the garlier responses of State and
local officials as well as to identify areas of conflict as seen by Federal admin-
istrators. (U.8., Congress, Senate, The Federal System as Seen by Federal Aid
Dfficials, Results of a Questionnaire Dealing with Intergovernmental Relatioms, A
Etudy Prepaved by the Subcommittes on Interpgovernmental Relations of the Committee
on Government Operations, Washingtem:i: Covermment Printing Office, December 13,
1965, ) X
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Appendix F
DEVELOPING SPECIFIC CONSOLIDATION PROFPOEALS

A major step in drafting any proposal for reducing the number of separate
grants is Einding "common deneminators" around which a workable consolidation can
be bulile. Grants can be clsssified om masny bases, any one or more of which may
ke appropriate in & partieular instance. The principal bases appear to ba:

Major function and subfunction.-=The Budget of the 1.35. Government for
any year containe a full iisc of major functions and subfunctioms.

Apriculture and agriculatural reéssurees
Agrievltural land and water resourcas

Commerce and transportation
Ground cransportation

Housing and commmnity development
Public housing programs

Health, labor and welfare
Health services and research
Public assistance
Economie opportunity programs

Education
Assistance for higher education

Erocess or activity.--One such classification prepared by HEW lists
regadreh, training, services, planning and facilieies,

Purpose.-=5Stimulation or continuing support of the activity or demon-
stratiom.

Raciplent.--5tate government, local government, private non-profic
organization, educational institutlien or individuals.

Clientele, or principal beneficiary of aided service; for example,
farmers, city government, mentally retarded, aged and wouth.

Ared, ==For example, & parl‘_ir_ulur Seate or tegion, rural or urhan commu=

nities.
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Method of distribution,--By formula allocation or by project, pursuant
to application.

Hatching ratio.=-=By fimancial participation from Federal and non-Federal
SouTCes.

Administering department or agency énd subunit, such as bureau, service
or office,

Obwiously the more often two or more grants are grouped together when
clageified sccording to these nine factors, the more they lend themselves to a
workable comsolidation. This would be the case, for example, if two or more
grants had the same function, inwvelved planning, were administered by the same
agency and swbunit, were avallable to the same reclplents amd were directed to
the same cliemtele.

In addition to the problem of choosing the bases for classification,
consolidation mest reconclle differing addministrative requirements which have been
attached to assure compliance with national objectiwves and aefficlent sanagement.
These incluede auditing, accounting, reporting, planning and merit system stan-
dards, Differences amomg these requiresents, however, are mot likely to ralse
a8 many obstacles to comsolidation as differences in the aforementioned classifi-
cation basas.

Developing defensible consolidations means getting dewm te the plek-and-
ghovel details of categorical grants, some of which are suggested above. More-
over, Che justification for apecific comsolidations changes with program and
administration reorganizations. Careful stwudy by funceionmal specialists, manage-
ment generalists and others is required. Such an examination of the hundreds of
categorical grants 18 beyond the dcope of this study, Hevertheless the Commission
geaff has developed the following list of possible consolidations that seem well
warth exploring.
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Eroup Program Title au.h:ll-r.t:ln:l:lrl-'r Mjency H&I Process E.itlp.-lii"l 'l'.‘iil.l.utll-li'r Hshud‘l w
L. til Betardation
Plharmlng Hental Bscardacion Flans  SEW L P 8 Hentally rerardsd ¥ 5L
nlng
Cenmbructics of Ressarch Hental Recardacion e & F sir Hencally Tecarded P i
(=118 Facilitims
Fodversity-Af8L 1 ated L HEW | ¥ gar Henbxlly retacdad ] FE ]
Radcarch Centard
Trainimy Fryalcisma snd  Bealth-Gslated Training — HEW i T B Hantally reesrdas r 1ML
Allled Healrh Persdissl Craats
3. Mgncs] Eecardsiles Carg
Flanmdrg Meneal Rutdrdstion Fliz- HEW H F B Hentally Tecarded F T8E
ning
Facilitiee, Univermity- Hancal Recardstion HER B F B Hentally Estazded T -
Affillaesd Faciiivier
Facillicies " HEW 5 F BOTL Hantally recarded F B1-6TL
Besearch Cenberm Hental Estacdstios H ] ¥ a1 Hanrally recarded T TR
Facidlitles
Commnity Fervloes Comwasley and Enviton- HEW H 5 T Mentally retarfded F/P &7
pantal Healch Acciviciss
Canstfal Healih - HEW BC ] 5T Hemtally retacded F T
Trainleg Fhywlcisns and Health Froforsione Edu- HEM 8 T [3 Mentally retacded [] LML
Allfsd Parennmal cacion
- Adult Banig Bducatien
Comgiinity S¢evléan ind Community Services and aE-NE LA TER E dedules F THL Declining
Contlmsirg Educatica Contlwvalng Educstlon
Inptreition #ad Testher Elsmantary and Secopdacy  OR-WEW A T EELOE fdulEs P S Declining
Tesining Edycarion
7. Handlespped Chllires
Tumchar Tralning Educatlon of Handicapped OE-HEW [l T 5 Mandicapped . 10T
Childresa el ldran
Teachar Pellowships ) OE=HF E T ER Randdzappeal P 1000

Ehl ldren



BEE

Group

8.

B

L.

Froguam Title

TLLBETAATION OF CRUFINGS OF ORMT-IN-ATD PROGEAMS HITH POsSIBLE POTENTIAL POR OORSOLIDATION (CONT'm)

Subfuncrionk’

Haadiz d Children
Toant 41

Constructive ind Opara-
Eien af Resparch Fasllis
elad

Educational Hsssacch on
Haindieapped Childeem

Togarlondl Tl:iiﬂ.l.ﬂ
HOTA Waokly Allowmmcian
HOTA Treinizg, Hosmarch,
Experipesration, Diwon-
stratfon and Job Pewvel-
opmnk

Hock Tradntng (Hedgh-
bochoel Yeurh Sorpal

ChELd Hegleh ard Welfave

Matacnily dnd Isfanc
cars

Healoh of Jehool and
frescheal Childoen

Bepparch: Materaal aod
Child Baulth and Crip-
plid Chlldran

Haternal sad Child
Hexleh Servless

Spetinl Projesin, Hakwee-
nal ard Thild Nealth

Vagat A k3

Peogrm Planalig

Fagllicles Plannimg
Facllivles Coasrris Tiod
Initimi Stafilng

Eaeearch, Trziniog Can-
Enrg

Educarlon of Handicapped
nildoen

HEThA

Econowic pporbasity
Progr s

Harermal and Child
Heslth

Vacarlondl Relabiilica-
tliap

. .1 S

QE-HEW

QE-HEW

Liskax MOE=HEW
Labar @ SOE-HPW

Labar

TEA-T

WRA-NES
VEA=HEW
o Ea-HEE

pusprant’  Progessd’
] 8FE E
oo [} E1ED
I 5 £
A T -
& T SLP
=} g aL
[+ S 3
G 4 i
s 5 -]
= 3 =11
-] P T
B 7 =T
-] F aF
- g aF
5 3 0F

m@i C1gantulad’

Hazd Loappad
chil ldg ik

Hivrrll Lo aippendl
children

Upeswployed adultx

Uneaploved adslcs

Cncmployed adulka

Hathers and
chi ldran

Children

Hothers, childten,
erippled children

Hotkeivs and
childron

Hontsers and
ehildren

landlcapped

Handizappd
Handicapped
Handicapped
HandLeapped

Mo g

100

1%

10T
el

9. Declinlng

Fare

P 5 )

15

Fart

T

MK

Pmck
IE-4T
5% Declining

FarFr



nsE

18,

G roup

ILLUSTRATICH OF GROUFINGE OF JRANT-TN-ATD FROMCRAHE WITH MISZIBLE POTENTIAL POR CORRSOLTRATION {COHT'D)

Brogras Tiele !-ul:fll.u.:h.u-nl'r Agwniy
Voratdonsl Behabd ldtation
[Coax " 43
Haile Suppazk Voceblonsl Rekahilita- Yas-EE

cian

Tralnisg Service i AN -SEN
Truining 7 YEA-EEY
Rpeearch anid DeEmenetTa- u YN
Elim
Irtaat Los g VRA-HEW
Exténdlon dnd Leprova- H VELA-HER
Bent of Sevvices
Workahog Teproyasnt ) VA4 -HEW

A1 alternative approach to the foregoing consnlidecions on a
prociegs {eoth da cesearch, Cralnlng) within i depacisont oF agescy.

Purpouad!

Plﬂ:llla'll !.r:lElﬂtf'-"I

i8R

=g

Ilrn-:t‘lﬂ!|
Some of the exiating cdtegorine shown

:l:.-ugﬂa.!-"

Hamadd cappad

Hared L cappod

Hazed L cappiod
Hand Loapged

Hindicipped

Hamd i eapped

Hind 1 cipped

basle [ & grouplng by

wnder the follewirg posalble groupings heee been ivcluded in [unctiosal groupings above.

Frograo Tikls 5uhlun:tl:unj-'l

ucaticnal Ee T

Tducatlonsl Research,
Furve¥ aond DeminalTatisn

Coopsrstlevs Erasarch

Baglonel Facilieles foc f
Cogperaiive Eesearohy

Construction and Cpera-

tlom

Trulnlng for Besearch &

Libcacy Mesearch and H
Memosdrratlons

Educiticanl Hedis and "
Traimlng [oT Deal

Bgriaulrurgl Pesedtih

Agplied Resqacch ageiculvaral Agplicd

Reggarch
Farkering Besparch Agriguloaral Farketing
Reggarch

e nged e pestped

UE-HEH

OR-HEWN

E-HEN

(H B

Agpciculture

Agriculiure

1N

FE

Th

TE

%

f Cytenkelod’

IEFQ

g8

Baghod

Hetnodt!

Hatehing Raelol!

TR

0T Beclinkng
EE. o

o8

hipg Ragiol’
Sows local

Snxs [ocal

Some Local

LIE

10T,

Fart



T

Group Peegbin TiCls

11,

?tiﬁu*turnl Kamwatch
Cont d

Cooperarive Agricuslenral
sxd Foreakry Eeasarch

Eal]4 ¥elfare Bopearcs

hild Welfare Besearoh
snd Dwreloprast
Maternal, Child Eealeh,

Crlppled Childyes Bi-
ptarzh

Biker Ridoafted Kedgaich

Clom Water Reatoraktion,
Resparch and Develops

mank

Wazer Tollution, Ra-
grarch and Duwelepmonn

Commirelal Flahing, Ki-
prarch and Dewelopment

Jellsiish Eesearch,
Conkrol

Oyater Tropagetios,
RBaawirch

$alizs Water, fsaparch
imd Buvilopesenl

Brsvarecs Inatitubis
#aditioral Frojecks

b 1 Lnin

Aule Efucetlon
Educatican]l Medla Far-
wonnel

EEA Fellowshizs

SOEA-|L2 Inetltutam

ILLISTRATEON OF GRIUFDES OF CRANT-TH=ATR FROGRAME WITH POSSIGLE POTENTIAL FOR CONSOLLDATION (DONT'R)

Bub] !EE!EI” jgancy

Forescry Research

Child Welfare

Hacernal and Child
Heulth Survice

Kater Pollubion Conerel

Comwircial Fishing, We—
seargh and Develepaest

Flahery Researces ; Hon-
apEmnt

Oyecer Propegatios,
Besearch

Salirs Water, Romearch
and Devilopeent

Watar Repturces Ressarch

Elsmeatary and Secon-
dary Educatiom

ETV | Halmiad BMadim

Sclewca amed Sclence
Taichlog

PI.'E:II.I!'I- Rt lpl.tn!i'l

Agrloalture

HEd

Interior

Latarlor

Tnoevior

Interiar

Intkwrline

Enterlor

Ingerlor

Interlor

O -HEW

QE-HEN

QE-HE™

-1

EOF

51

ALO

SE

SLEDE

EELDP

Fd

Cliencgled! pethodl
. P
Calldven L
Matherg, childeom F
= ¥
- T
Commerclal flsher= F
e
Commericial fishar- F
man
Commercial filsher- F
| 23411
= P
- FiF
- P
Aulep B
Twachers P
Tuashurs F
Tedchers L3

Batching Ratlol!

am

Fafr

IGiITR

Fart or wil

TE

TR

1007

50- BOGN

Part or all
80% Declining
LTy

10,

pleied



I

k3.

1.

Erosg . EFefris Ticls Sub#; Eon= Apmsy
{“E'F Tralning
Conk
Fellowships . Eeveloping Higher Educatlon OE-HEW
Instleatn
Tanching Handicagped Educating Haadicapped DE-HEW
Fellowibilps
HardLoappad | pecsosnel ' QE-HEW
Trmining
drtn sod Tusaniciss Tn=  Arcs @nd Hussnifles QE-HE"
#iroetlea Tanching
Likrar lans Librasy Secrices QE=-HE
Hanlth Profsuaizan
Comtar Coarral Health-Balatad Traicing Fus-EmN
Healed Frofeasionat L FHA =HEN'
SchalaTeklp
Hidical Libraries Hedioal Likrarian FHE-HEW
Tralning
Fereilsg Repcarch and Butan Trainlng FHS -
Fal lowahips
Bures Training - n PHE-HEW
Piplesa Sckanls
{formmila}
Burse Tralaing - n PEE-HE
Dlplopa Schoola
Kurss Tradaing Tralmes- e FHE-HEW
shlps
Birse Tralalng Oppus- - FES-NE
tunity Gramte
Fublie Bealch Fersonae]l Health Frofessioms Edu- Fas-HEd
Truissenhipa cakion
Fublis Haalch Peraonsal " FHE-HES

TLIUSTRATION OF GROUFINGE OF GRANT-IN-AID FROCEAMS WITH POSSINLE FOTENTEAL FOR COMBOLTDATTON (COMTD)

1r

Gradeatin

SUERaEeT

5

clpian

L_bi o o] —

ELFE

CLisptelsd!

Tancharn

Teachsers

Tagthers

Tiichera

Likrarlans

Tachniczal and Fros

framicaa]l bamith
FeTEIanE]

Techaieal and peo-
faamicna] haslth
paresanal

Hedieal Mibrarios
Hurwing student

Hurslng studane

Wuotalng stedent

Hurdlig sredent

Faraing sousdent

Bealth profeasions

Health picdaaslons

Matching Ratiol!

1008

19,

I

Lo
LR
Farct
100,

100,



ELEAHTRATION OF GRAIPIRGS OF GRANT-TH-AID FRODRASS WITH POSSIELE FOTENTIAL POR CEESOLIDATION (CONT D%
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TLLUSTRATION OF GREIUFIRGE OF CRANT-I[H-ALID FAOCEAES RITH MISSIHLE POTENTLAL FOL DONSOLIDATION (COMCL D)

G raup Frogrom Titlie M[‘uﬂ{!i{-!"l Apengy I1lr|'|p.|.-|—tr'r w Mﬂtﬁ Lo | Lnnl.-.-l.lE'r Mﬁ Harehisg Eak |.|:|l'|I
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2
a
A

34
o

8 & gkloglation; § = conbinuing support; B = demangiracion.
F & facilielss; P = plapsing; B = snesarch; 5 = gpervices) T = cralolng.

E = sducatlonal Insfltucdon; T = Indivldgal; T = lecal govérnsent) P = pelvata nooproble crganizeblon; 3 = Stats goverpment; © = proup of Staces) 0 = ochsr
publie agancias.

Unless spacifled, ¢limeele tepPesents clilecss in goneral.

F = fgrwale apporClonmsent) P % project] FIP = Fofmuls and prolect,

rd

Fercéntifin [ndicnlCaa Fadernl ahare, =oless olbaridlae ppeciflcd,

Seatf used ledpment in detzemining shether gran: was stlsslagive or for gostlnued supportr, GCongressionil iatent ls often unclesr, and grasts oftes stars wich a
stipulative purpose amd becoms Sepport Lrante.
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