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ADVISORY
COMMISSION ON INTERGOVERNMENTAL RELATIONS
WASHINGTON, D.C. 20575

January 30, 1974

Dear Mr. President:

I have the honor to submit the Fifteenth Annual
Report of the Advisory Commission on Intergovernmental
Relations, pursuant to Public Law 86-380, which requires
the submission of a report on or before January 31 of
each year. As provided in the statute, this report also
is being transmitted to the Vice President and to the
Speaker of the House of Representatives.

Respectfully submitted,

ﬁ/ e, Mcrnie
Robert E. Merriam
Chairman

The President
The White House
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The work of the Advisory Commission on
Intergovernmental Relations in 1973 centered
on governmental problems below the State
level and the forces that act on them from all
levels — Federal, State and local.

The Commission began a new kind of task,
monitoring the intergovernmental impact on
the 50 States and 38,000 local general govern-
ments of the landmark general revenue sharing
program adopted in 1972. It continued con-
sideration of its path-finding analysis of sub-
state regionalism. It re-examined intergovern-
mental roles in financing schools and the prop-
erty tax, looked at financial emergencies of
cities, and investigated - alternative fiscal re-
sources for local government.

For the first time, Congress requested and
funded a Commission study—State taxation
of banks and saving institutions.

The ACIR Approach

ACIR is a national, bipartisan body estab-
lished by Congress in 1959 to study points of
intergovernmental conflict and tension and to
make recommendations for easing them and
thereby improving the system. Because of its
unique stature as a permanent commission,
ACIR is able to follow-up on its recommenda-
tions, prodding the legislative, judicial and
executive branches of Federal, State and local
government to implement them.

The work of the Commission flows in three
stages: staff research and information gather-
ing at the direction of the Commission; policy-
making by the Commission; and efforts by
both Commission and staff to see adopted
policies implemented.

Information Gathering and Policy-Making.
The Commission prepares an agenda of topics
for study and investigation. Information is
gathered by a variety of methods including



library research, Commission hearings, staff
surveys and field studies. During 1973, for
example, ACIR conducted four public hear-
ings, surveyed public officials on substantive
matters, and sponsored a public opinion poll
to probe grass roots attitudes on taxation and
finance and revenue sharing.

To assure that all relevant aspects of each
study topic are reflected in the findings of fact
and background sections of a report, the staff
conducts “‘thinkers’ sessions” at the beginning
of a research project to help define its scope
and “‘critics’ sessions” near the completion of
a project to avoid errors of omission or bias in
the draft prepared for the Commission. Par-
ticipants in these shirt-sleeve sessions usually
include representatives of appropriate govern-
ment agencies, spokesmen of public interest
groups, members of the academic community,
representatives of relevant civic labor and
business associations.

When the background and findings are
prepared, the Commission debates the report
at a public meeting and votes on policy recom-
mendations.

Implementation. As soon as the Commission
adopts the policy, staff begins the implemen-
tation process at Federal, State and local
levels—frequently before the report is pub-
lished. Federal recommendations for legis-
lation are translated into draft bills which
congressional members of the Commission in-
troduce in the Senate and House. ACIR staff
works closely with the committee staffs con-
sidering the legislation and Commission mem-
bers or staff testify at congressional hearings
on these measures.

On other proposed legislation, staff re-
sponds to legislative referral memos from con-
gressional committees or the Office of Man-
agement and Budget, that seek Commission
opinions on bills that would have an inter-
governmental impact. During 1973, ACIR

answered well over 50 memos on subjects such
as proposed Federal aid for property tax re-
lief, a neighborhood governments act, con-
sumer legislation and highway aid.

Staff prepares appropriate draft executive
orders to implement recommendations for
administrative action, and works closely with
the Federal agencies and the Office of Man-
agement and Budget to facilitate implementa-
tion.

Since 1967, ACIR has administered a Fed-
eral procedure for consultation with State and
local government interest groups on proposed
Federal rules and regulations. The procedure,
known by the name of the OMB circular that
initiated it— Circular A-85—provides an op-
portunity for State and local chief executives
to suggest changes in the proposals to reflect
the interests of elected officials. ACIR dis-
tributes the proposals among the general gov-
ernment interest groups for comment and sets
up meetings to resolve conflicts. The groups are
the National Governors’ Conference, Council
of State Governments, National League of
Cities, U.S. Conference of Mayors, National
Association of Counties, International City
Management Association and the National
Association of Regional Councils.

Recommendations for other levels of gov-
ernment generally are directed at the States,
the legal “‘parents” of their local governments.
Staff prepares draft model State legislation or
constitutional amendments to implement the
recommendations. They are distributed through
the ACIR Legislative Program; in individual
“slip bill” form; in ‘‘action packets” on
specific subjects; and in other special docu-
ments for target audiences. In addition, an
ACIR staff member works closely with the
Council of State Governments’ Committee on
Suggested State Legislation. ACIR drafts are
published as part of that committee’s annual
volume of Suggested State Legislation.



In addition to these more formal procedures,
staff maintains personal liaison with the Fed-
eral agencies, the public interest groups and
State and local officials across the country.
During 1973, the Commission chairman and
senior staff members spoke at meetings of

government groups, civic associations and
academic conferences in well over half the
States. Several staff members also testified on
ACIR proposals at State legislative hearings.

Information Servicess. ACIR maintains a
growing information program. Periodically,
Federal, State and local officials, leaders of
public interest groups and other appropriate
organizations across the country receive In-
formation Bulletins, staff analyses of current
issues; and the Information Interchange Ser-
vice, a transmittal service excerpting and re-
printing items of intergovernmental interest.
During 1973, staff also launched a new infor-
mation service, Congressional Watch, that
follows congressional legislation and reports
on action of interest to ACIR and its constitu-
ents. In addition, the staff publishes informa-
tion reports—in-depth analyses of subjects of
emerging interest —providing findings © and
general conclusions, but containing no recom-
mendations. In all, staff released ten Informa-
tion Bulletins, six Interchanges, four Con-
gressional Watches and four information re-
ports during the year.

To further strengthen the information pro-
gram, Commission staff has begun to develop
an information system to obtain news of State
developments on a timely basis, round out the
picture of developments in the field, and flag
intergovernmental issues as they arise.

This was the basic framework for the ACIR
work program in 1973, which covered seven
substantive areas: revenue sharing; substate
regionalism; property tax and school finance;
municipal financial emergencies; local revenue

sources; taxation of out-of-state banks and
transportation.

Revenue Sharing Monitor

When President Nixon signed the State and
Local Fiscal Assistance Act of 1972, PL 92-
512, on October 20, 1972, he asked ACIR to
monitor the intergovernmental impact of this
new departure in fiscal federalism. The Com-
mission agreed and, in early 1973, assigned
staff to the task.

The monitoring program has proceeded on
three fronts: written but informal surveys of
State, county and municipal officials at an
early stage of implementation; two public
hearings of officials and public interest groups;
and a nationwide public opinion poll.

Survey. In February and early March,
ACIR staff asked county and municipal offi-
cials questions in four areas: How will you
spend the funds? How will revenue sharing
affect tax levels during 19737 Are the expendi-
ture strings a serious deterrent to the best
allocation of funds? What about the temporary
nature of the act? Staff asked State budget
officers the same questions, plus one on the im-
pact of revenue sharing on State assumption
of local expenditures.

A large proportion of both State and local
officials indicated they would use revenue
sharing funds for non-recurring expenses in-
cluding 15 of 31 State budget officers whose
jurisdiction had decided on how to use the
money; 61 of 75 county officials; and 35 of 51
local officials.

On the question of tax levels, nearly three-
quarters of the budget officers responding
said their States expected to use some revenue
sharing money for programs that should result
in property tax relief. Six budget officers
indicated revenue sharing would permit an
actual reduction in State taxes and nine be-



lieved it would have a similar effect at the local
level. Of the local officials, 21 county and 23
city officials looked forward to a halt in tax
increases and 26 county officials to a slowdown
in the rate of increase.

The officials did not consider expenditure
strings a serious deterrent to the best alloca-
tion of funds. They did consider the temporary
nature of the act a major influence in the de-
cisions to use the money for non-recurring ex-
penditures.

The State budget officers by a margin of 26
to 16 did not consider the fixed one-third —
two-thirds allocation a serious deterrent to
State assumption of a greater share of the
fiscal responsibility for programs currently
financed partly or entirely by local govern-
ments.

Hearings. The Commission held two public
hearings on general revenue sharing: a “pilot”
hearing of Western officials and civic organi-
zation spokesmen, on June 21 in San Francis-
co; and a national hearing of State, county and
municipal officials, on October 11, in Washing-
ton, D.C. Both hearings were designed as in-
formal dialogues between the Commission
members and the witnesses.

Six witnesses testified at the California
hearing: a State legislative analyst, a county
manager and a city manager, the director of

the League of California Cities, the President

of the California League of Women Voters and
a spokesman of the California Taxpayers
Association.

Three major themes emerged from this hear-

ing: ‘

—In general, local governments were plan-
ning to use revenue sharing funds more for
one-time capital projects and States for
tax relief and social programs;

—1It was still far too early to get an accurate
picture of how revenue sharing fits into the

overall scheme of intergovernmental fiscal
systems or to evaluate its general impact;
and

—The lack of hard-and-fast rules—the am-

biguity of the ““strings’” —on the one hand,
and the temporary nature of the five-year
authorization for revenue sharing, on the
other hand, created a dilemma for local
officials who wanted to use the money for
locally determined priorities but felt the
need to ‘‘second-guess” the program’s
Federal auditors.

By the time of the second hearing in Octo-
ber, revenue sharing had been around for near-
ly a year and State and local officials had
greater experience with it. Any definitive evalu-
ation of the program would have to await the
experience of at least a few more years, but the
proceedings demonstrated some of the initial
worries were beginning to subside as new prob-
lems emerged.

Nineteen officials in five separate panels
testified at the second hearing. They included
two governors, a State legislative leader, five
mayors, one mayor-county president, four
county officials, and six State fiscal officers.
Major points of their testimony included:

—Unanimous support for the concept of
revenue sharing, but rather widespread
disappointment that proposed reductions
in Federal categorical aid had followed its
enactment;

—The firm belief that although revenue
sharing is very welcome as a new pro-
gram, categorical grants should be con-
tinued as a mainstay of Federal aid;

—The fact that local governments were
using revenue sharing funds increasingly
for operating programs, not just for capi-
tal improvements, but that the uncertainty
factor still caused the smaller localities to
prefer non-recurring types of expenditures;

— A universal desire that revenue sharing be































































commission members
1973

PRIVATE CITIZENS
Robert E. Merriam, Chairman, Chicago, Illinois
Robert H. Finch, Los Angeles, California'
Vacancy?

MEMBERS OF THE UNITED STATES SENATE
Ernest F. Hollings, South Carolina3
Edmund S. Muskie, Maine
Charles H. Percy, Illinois

MEMBERS OF THE U.S. HOUSE OF REPRESENTATIVES
L. H. Fountain, North Carolina
Al Ullman, Oregon
Clarence J. Brown, Jr., Ohio*

OFFICERS OF THE EXECUTIVE BRANCH, FEDERAL GOVERNMENT
Kenneth R. Cole, Jr., Executive Director, The Domestic Council
George P. Shultz, Secretary of the Treasury
Caspar W. Weinberger, Secretary of Health, Education and Welfares

GOVERNORS
Dale Bumpers, Arkansas
Richard F. Kneip, South Dakota
Daniel J. Evans, Washington6
Robert D. Ray, lowa’

MAYORS
C. Beverly Briley, Nashville, Tennessee
Richard G. Lugar, Vice Chairman, Indianapolis, Indiana
Jack D. Maltester, San Leandro, California
John D. Driggs, Phoenix, Arizona

STATE LEGISLATIVE LEADERS
B. Mahlon Brown, Senator, Nevada
Robert P. Knowles, Senator, Wisconsin
Charles F. Kurfess, Minority Leader, Ohio House of Representatives *

ELECTED COUNTY OFFICIALS
Conrad M. Fowler, Shelby County, Alabama
Edwin G. Michaelian, Westchester County, New York
Lawrence K. Roos, St. Louis County, Missouri

! Appointed 5/29/73 to replace Edward C. Banfield, U. of Pennsylvania.

B Vacancy created by resignation of Howard H. Callaway, Pine Mountain, Georgia.
3 Appointed 2/20/73 to replace Senator Sam J. Ervin, North Carolina.

4 Replaced Congresswoman Florence P. Dwyer, New Jersey.

5 Replaced George H. Romney, former Secretary of HUD.

6 Replaced Ronald Reagan, Governor of California.

7 Replaced Richard B. Ogilvie, former Governor of Illinois.

8 Replaced Russell W. Arrington, former State Senator, Illinois.
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ls The Advisory Commission on Inter-
® governmental Relations (ACIR) was
acu‘, created by Congress in 1959 to monitor
® the operation of the American federal
system and to recommend improvements. ACIR is a
permanent national bipartisan body representing the
executive and legislative branches of Federal, State and
local government and the public.

Of the 26 Commission members, nine represent the
Federal government, 14 represent State and local gov-
ernments and three represent the general public.
Twenty members are appointed by the President. He
names three private citizens and three Federal execu-
tive officials directly and selects four governors, three
State legislators, four mayors and three elected county
officials from slates nominated, respectively, by the Na-
tional Governors’ Conference, the Council of State
Governments, the National League of Cities/U.S. Con-
ference of Mayors, and the National Association of
Counties. The other six are Members of Congress—
three Senators appointed by the President of the Senate
and three Representatives appointed by the Speaker of
the House. Commission members serve two-year terms
and may be reappointed. The Commission names an
Executive Director who heads the small professional
staff.

After selecting specific intergovernmental issues for
investigation, ACIR follows a multi-step 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 posi-
tions. Commission findings and recommendations are
published and draft bills and executive orders are
developed to assist in implementing ACIR policies.
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