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FOREWORD

This “In Brief” report highlights Commission findings and
recommendations from an ACIR report entitled State Mandating
of Local Expenditures, adopted by the Advisory Commission on
Intergovernmental Relations on September 19, 1977. The full re-
port is available upon request.

L. Richard Gabler, Senior Analyst, was assigned major staff
responsibility for ACIR staff work on state mandating, under the
general supervision of John Shannon, Assistant Director. Others,
including Prof. Joseph F. Zimmerman of State University of New
York, made significant contributions to the study. Carol S. Weis-
sert, ACIR Information Officer, wrote this “In Brief” based on
their work,






INTRODUCTION

Few issues rankle local officials quite as much as state man-
dates —constitutional, statutory, or administrative actions that
either limit or place requirements on local governments —without
state funding.

State mandates range over a considerable area of local gov-
ernmental activities. They extend, for example, from educational
functions where the state interest is strong, to park and recrea-
tional programs where local discretion would seemingly control.
While most state mandates become more acceptable to local offi-
cials if partially or fully reimbursed, state mandates of local per-
sonnel matters, even if funded, are regarded as an excessive in-
trusion by local officials.

Thus, aside from the reimbursement issue, mandates are op-
posed because they restrict the decisionmaking authority of local
governmental officials.

Mandating at the state level is not new. It has long been a fix-
ture in intergovernmental history and is closely intertwined with
state-local fiscal and functional relationships. It has become a
focus of attention in recent years, however, due to three factors:

O the concern of local officials over ‘“‘uncontrollable’” budget-
ary expenditures (like those mandated by states);

O continued fiscal stringency for most local governments, com-
pounded further by relatively high rates of inflation and
unemployment; and

O the growing tendency for the state sector to place tax or
expenditure mill rate limits on local governments.

The combination of these factors has prompted local officials to
become more vocal on the issue of state mandates. In a few states,
remedial action has begun.



The Advisory Commission on Intergovernmental Relations has
examined the state role in mandating local actions in a study en-
titled State Mandating of Local Expenditures. In this study, the
Commission deals with these questions:

[ How prevalent is mandating and what are its implications?

0O Can the state justify its existing mandates as meeting com-
pelling statewide policy objectives?

O Can the proliferation of state expenditure mandates be
slowed down by attaching fiscal notes?

O What types of mandates should be partially or wholly reim-
bursed by the state? Which should not?

[ How should state expenditure mandates be treated if the
state also has imposed restrictive tax lids on local govern-
ments?

O And, the most important question, is it possible to reconcile
the local government interest in setting its own fiscal priori-
ties with the right of the state to mandate local action?

These and other issues are touched on in this summary which
also highlights the experience of one state, California, and ex-
plains the Commission’s eight-point case for its policy of “delib-
erate restraint.”



WHAT IS A MANDATE? .

Mandates affect both local expenditures and revenues. State
actions removing certain types of property from the local proper-
ty tax base or items from the local sales or income tax base are
examples of mandates affecting local revenues. Expenditure
mandates include state adoption of new programs which must be
carried out by local government and setting standards in such
areas as workmen’s compensation and police qualifications.
Mandates may simply require a local action or may specify mini-
mum and/or maximum levels to be achieved or dollars to be
spent. This summary—and the study it capsulizes —concentrates
on expenditure mandates.

There are several justifications for state mandates:

O The state may decide that the activity or service is of suffi-
cient statewide importance that the decision to undertake
the activity to provide the service cannot be left to the op-
tion of local government.

0O Statewide uniformity in provision of a service may be
deemed essential by the state legislature or the courts (equal
educational opportunity is an example).

O State mandates may promote achievement of a desirable
economic or social goal (state-imposed property tax exemp-
tions for the elderly fall into this category).

State mandates can be —and are often —used as a political foot-
ball by special interest groups, state policymakers, and even local
officials. Special interest groups, rebuffed at the local level, may
use the state legislature as a hunting ground to capture for them-
selves or their constituencies a larger slice of local expendi-
tures. Local authorities particularly resent this *end run play” or



actions by which local employee representatives, such as police
and firemen, successfully obtain from the state legislature more
generous personnel benefits on a mandated basis than they could
obtain through negotiation with locally elected officials.

States may use mandates to relieve some of the pressures to
raise state taxes by shifting the responsibility —by a mandate —to
local governments. Localities can use mandates as convenient
scapegoats to claim that state action was the reason they had
to raise taxes. Thus, mandating has significant political, economic,
and functional impacts on intergovernmental relations.

A Classification Scheme

Although the breadth of local government activities covered by
state mandating makes an exhaustive classification scheme diffi-
cult, at least five major types of state mandates can be distin-
guished:

O rules of the game mandates—relating to the organization
and procedures of local government, i.e., the form of govern-
ment, holding of local elections, and provisions of the crimi-
nal code that define crimes and call for certain punishment;

O spillover mandates—dealing with new programs or enrich-
ment of existing local government programs in highly inter-
governmental areas such as education, health, welfare, hos-
pitals, environment, and nonlocal transportation;

O interlocal equity mandates—which require localities to act
or refrain from acting to avoid injury to, or conflict with,
neighboring jurisdictions, in areas including local land use
regulations, tax assessment procedures and review, and en-
vironmental standards;

O loss of local tax base mandates—where the state removes
property or selected items from the local tax base, such as
exemption of churches and schools from the property tax,
and food and medicine from the sales tax; and

O personnel benefit mandates—where the state sets salary,
wage levels, working conditions, or retirement benefits.



A SURVEY OF
STATE MANDATES

In order to determine the scope and extent of mandating, the
Commission in collaboration with Prof. Joseph F. Zimmer-
man of the State University of New York, conducted a survey of
state elected and appointed officials, state municipal leagues, and
county associations.

In this survey, state mandates were {somewhat narrowly) de-
fined as legal requirements (constitutional provisions, statutory
provisions or administrative regulations) that a local government
must undertake a specified activity or provide a service meeting
minimum state standards. Thus, only expenditure-type mandates
were surveyed.

The questionnaire identified 77 functional subcomponents of
five broad areas: state personnel (other than police, fire, and
education}, public safety, environmental protection, social ser-
vices, and education. The survey results indicate that state man-
dating is widespread; the average state has 35 out of a possible 77
identified mandates. Other findings were:

O Regional variations in mandating are significant—the south-
ern states mandate least.

O There is a strong tendency for locally dominent fiscal sys-
tems (where local governments contribute more than 50%
of state-local tax revenue) to have more mandates.

O The most commonly mandated functions were solid waste
disposal standards (46 states), special education programs
(45 states), and workmen’s compensation for local personnel
other than police, fire, and education (42 states].

O Of the five functional areas, social services had the fewest



mandates, attributable in part to federal and state assump-
tion of functional responsibilities.

O The states with the most mandates were New York (60), Cal-
ifornia (52), Minnesota (51), and Wisconsin (50); the states
with the fewest mandates were Alabama (11) and West Vir-
ginia (8).

State-by-state findings by functional area are presented in five
tables found in the appendix.

Reimbursement

The survey also examined respondents’ attitudes concerning
the “appropriateness’” of state mandates. Local opposition to
mandates was found to be substantially reduced in most cases if
partial or full state reimbursement is provided. This holds true
for mandates affecting both local program levels and employee
retirement benefits but not for mandates affecting personnel.

Mandates can be contrasted with grants-in-aid. If a new pro-
gram or an enrichment of an existing program is to be established,
the grant device recognizes the state financing role; the mandate
ignores it. In fact, mandated programs are frequently adopted
with little or no information as to the costs being passed on to
others or the tax burden necessary to provide these services.
Lacking this cost-consciousness and an awareness of the attendant
effects on local property tax rates, sponsors of mandated pro-
grams are ill-equipped to balance off benefits against costs. Better
balance might be struck if state mandates affecting local provi-
sion of services were financed at least in part by the state.

Yet state reimbursement of mandated local costs is the excep-
tion rather than the rule. Only six states require state compensa-
tion for certain types of mandates. By statute, California provides
compensation while Montana either provides compensation or
authorization of additional local taxation. Alaska, Louisiana, and
Pennsylvania have constitutional provisions calling for local re-
imbursement (although limited to certain types of state man-
dates). A Tennessee constitutional amendment passed in 1978
calls for state full or shared costs for mandated programs to local
governments.



THE CALIFORNIA EXAMPLE

To date, California has the most comprehensive state law on
reimbursement to local governments for mandated costs. In 1972,
as part of legislation dealing with property tax reform and educa-
tional finance, the state committed itself to reimburse local gov-
ernments for any local costs stemming from new state-mandated
programs, increased service levels mandated for existing pro-
grams, and costs previously incurred at local option that have
subsequently been mandated by the state. Administrative or ex-
ecutive orders leading to mandated local costs are also reimburs-
able. These provisions are applicable to cities, counties, special
districts, and school districts.

The intent of the law is clear —the legislature is committed to a
comprehensive reimbursement policy for increased local costs
that result from state-mandated programs, including executive
orders. Nonetheless, it does not provide reimbursement for all
increases in local costs. It is restricted to those state mandates
that would necessitate a net increase in property tax rates to
finance the additional costs to local government. New duties
which do not result in net additional costs or those where user
charges are available to pay for mandated costs are not reim-
bursed by the state. Similarly, state reimbursement is not re-
quired if a bill imposes new duties but relieves local governments
of other responsibilities so that net increased costs are not in-
curred, or if the new activity can be carried out with existing staff
and procedures.

Also considered beyond the scope of the reimbursement provi-
sion, and therefore disclaimed, is legislation which:

O accommodates a specific local request;
O results in no new local government duties (including legisla-
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tion which may ultimately result in a state mandate but
which could not be identified at the time the bill was under
consideration};

leads to revenue losses from exemptions to taxes other than
sales, use, or property taxes;

provides only clarifying or conforming, nonsubstantive
changes on local governments;

affects local expenditures but which is disclaimed for un-
specified reasons; or

imposes additional net local costs which are held to be minor
(less than $50 for a single local government or less than one-

tenth of a mill statewide) and thus not causing any financial
burden on local government.

O O O a

Also outside the scope of the reimbursement provision are local
government costs not mandated by the state, for example, those
mandated by the federal government, by the courts, or by initia-
tive enactments.?

There is also a special group of legislation which is disclaimed
in certain, particular circumstances where the legislature designs
a specific disclaimer to strictly accommodate the needs of a bill,
rather than using a predetermined “standard” disclaimer.

Needless to say, the scope and multitude of the disclaimers can
undermine the effectiveness of the law. Indeed, in the first few
years, there appeared to be a tendency to overuse the disclaim-
ers. Of the 1,284 bills enacted during the 1975 legislative session,
for example, 244 involved the reimbursement issue. Nearly 90%
of these —213 —were disclaimed for one reason or another. Only
17 contained appropriations to cover state-mandated costs. The 22
bills that carried funding (five of which were for future years
only} involved $1.4 billion to compensate for state-mandated
costs.

By 1976, however, the ante was raised. In that year alone, the
state provided $66 million to compensate for state-mandated costs
to local governments.

Still another problem of implementation arises in the statutory
nature of the reimbursement principle. As a statute, it is subject
to modification by subsequent legislation and can be regarded as
expressing a policy statement or intention by one legislature —an
intention not binding on future legislatures. Due to this nonbind-
ing nature, the California local governmental organizations close-
ly monitor the legislative progress of bills which might or do

YInitiative enactments are brought by interested parties and, if approved by a vote
of the people, are not therefore held to represent a state government action.
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what is AGIR ?

The Advisory Commission on Intergovernmental Re-
lations (ACIR) was created by the Congress in 1959 to
monitor the operation of the American federal sys-
tem and to recommend improvements. ACIR is a per-
manent national bipartisan body representing the ex-
ecutive and legislative branches of Federal, state, and
local government and the public.

The Commission is composed of 26 members —nine
representing the Federal government, 14 representing
state and local government, and three representing
the public. The President appoints 20—three private
citizens and three Federal executive officials directly
and four governors, three state legislators, four may-
ors, and three elected county officials from slates
nominated by the National Governors’ Conference,
the Council of State Governments, the National
League of Cities/U.S. Conference of Mayors, and the
National Association of Counties. The three Senators
are chosen by the President of the Senate and the
three Congressmen by the Speaker of the House.

Each Commission member serves a two year term and
may be reappointed.

As a continuing body, the Commission approaches its
work by addressing itself to specific issues and prob-
lems, the resolution of which would produce im-
proved cooperation among the levels of government
and more effective functioning of the federal system.
In addition to dealing with the all important functional
and structural relationships among the various gov-
ernments, the Commission has also extensively stud-
ied critical stresses currently being placed on tradi-
tional governmental taxing practices. One of the long
range efforts of the Commission has been to seek ways
to improve Federal, state, and local governmental tax-
ing practices and policies to achieve equitable alloca-
tion of resources, increased efficiency in collection
and administration, and reduced compliance burdens
upon the taxpayers.

Studies undertaken by the Commission have dealt
with subjects as diverse as transportation and as spe-
cific as state taxation of out-of-state depositories; as
wide ranging as substate regionalism to the more spe-
cialized issue of local revenue diversification. In-select-
ing items for the work program, the Commission con-
siders the relative importance and urgency of the
problem, its manageability from the point of view of
finances and staff available to ACIR and the extent to
which the Commission can make a fruitful contribu-
tion toward the solution of the problem.

After selecting specific intergovernmental issues for
investigation, ACIR follows a multistep procedure that
assures review and comment by representatives of all
points of view, all affected levels of government, tech-
nical experts, and interested groups. The Commission
then debates each issue and formulates its policy po-
sition. Commission. findings and recommendations
are published and draft bills and executive orders de-
veloped to assist in implementing ACIR policies.
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