


State legislative and adminis- 
trative actions interact with tax- 
ing and spending limits to 
produce intergovernmental 
tensions. 

Local officials contend that 
states severely reduce the fiscal 
flexibility of local governments 
by restricting revenues on the 
one hand, and by mandating 
increased costs on the other. 
They would find limits less re- 
strictive if they were assured 
that expenditures required by 
state actions would be financed 
by the state. And similarly. 
state legislators likely would be 
m”re willinK to provide financial 
assistance for mandated costs 
when local governments are sub- 
ject to some type of general 
fiscal control. 

In 1962, the Commission sup- 
ported a policy of local fiscal 
autonomy by adopting an ap- 
proach that called on state 
governments to remove the “fis- 
cal shackles” on local taxing 
and spending authorities. Ke- 
cent events, however, indicate 
that an increasing number of 
states are fashioning new and 
m”re restrictive controls on local 
authority. 

The Commission’s primary 
concern is to develop a policy 

to balance the conflicting in- 
terests of local fiscal flexibility 
and legitimate political concerns 
of state lawmakers. 

My own State of California 
confronted this issue in the Fall 
of 1972. The Legislature enacted 
a major property tax relief and 
tax shift program (Senate Hill 
90) which became effective on 
January 1, 1973. As a result, 
maximum property tax rate 
limits were set for cities and 
counties. 

requirements, general plan ele- 
ments and public safety employ- 
ee retirement benefits. As an 
example. in 1975. 244 of the 
1,284 bills passed by the Legisla- 
ture were identified as having 
a state mandated local cost. 
Funding was provided for 22 of 
the bills, 213 bills contained 
legitimate disclaimers, and only 
nine “slipped through” without 
a disclaimer or an appropriation 

In response. the League of 
California Cities insisted that 
all future state mandated costs 
be fully reimbursed. The Legis- 
lature agreed. The resultant 
legislation provided for reim- 
bursement in four areas: proper- 
ty tax exemption or classifica- 
tion; local sales and use tax 
exemption; legislative man- 
dates; and administrative 
mandates. 

Three major types of man- 
dates ~ by the Federal Govern- 
ment, the courts and statewide 
initiative-are not reimburs- 
able. but may be financed by a 
tax rate increase. Additionally. 
if a city has been providing a 
program or service which is 
subsequently mandated by the 
State. reimbursement is 
required. However, the city must 
reduce its maximum property 
tax rate by a like amount. 

We believe that our experience 
in California has been very 
successful, and that the man- 
dated cost reimbursement law 
has caused the defeat of many 
millions of dollars of costly 
mandates in the areas of col- 
. . 

During the first three leaisla- 
tive sessions after enactment of 
the reimbursement law (1973, 
1974 and 1975). the Legislature 
approved 46 reimbursement ap- 
propriations bills totalling near- 
ly $19 million. 

The general uncertainty 
about the actual effects of tax- 
ing and spending limitations 
has hindered the discussion of 
their public policy aspects. 
Last year, the Commission ad- 
dressed the “tax lids side” of 
this fiscal equation. At our next 
meeting on September 19 and 
20. the Commission will focus 
on the other half of the equam 
tion - state mandated costs. 

I hope that this issue of 
Intergovernmerztal Perspectiw, 
and the recommendations to be 
adopted by the Commission at 
its next meeting, will help guide 
state lawmakers and local offi- 
cials alike as they confront this 
most important area of inter- 
governmental fiscal tension. 

wcnve Dargarnlng, expens,ve 
property and sales tax exemp- 
tions. police and fire training 

Jack D. Maltester 
c Mayor 

San Leandr”. California 
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I’rL!sidt!rrt carter has sent to Carl- 
gress the first executive reorwniza- 
tion plan which reduces staff levels. 
creates a new policy management 
system and consolidates most of 
the existing Exccutivc Office of the 
President (EOI’) functions into a 
central administrativr unit. 

The proposed reorganization will 
discontinue the Domestic Council 
hecausr it “has rarely functioned 
as a Council. because it is too Iawe. 
and its membership too diverse to 
make decisions cfficierrtly.” It 
would be replaced by a domestic p”l~ 
icy staff under the direction of an 
Assistant to the President for 
Domestic Affairs and Policy. This 
staff would coordinate a new policy 
manat’rment system which is Deb 
siened to improve decisionmakiw 
in thr formation of domestic and 
er:onomic policy. Yrrder the system. 
policy agendas would he recom- 
mended hy a committee of I’resi- 
dcntial advisers under the chair- 
manshirj of the Vice President, and 
the role of Cnhinet departments in 
policy development would he 
strengthened 

Among the other units to hc dis- 
continued are the: Office of Drug 
Abosr Policy, Economic Opporturv 
ity Council. Federal Property Coun- 
cil, Enerry Resources Council and 
Office of Telecommunications Polo 
icy. The Council on Environmental 
Quality and the Council on Wage 
and Price Stability are to he re- 
tained. hut with staff reductions in 
Excess of 25 ,,ercrnt. 

Thr proposed central administra- 
tive unit would provide administra- 
tlve support for services common to 
all EOI’ units. and provide technical 
support and coordination of the 
zero~based budgeting system in the 
EOP. 

sunset Bill Qproued 
by Senate Commiftee 

‘l‘hr S<,ni,tc Governmental Affairs 
Commilter on .June 2x voted favors 
ably on 5.2. (he “sunset. hill which 
would require Congressional review 

1 of frderal Pr”~ra”16. 

L:ndrr 1hC ~,r”p”sal. nearly all Se& 
era1 dc,K~rtmr”ts. acenciv~. and prc,~ 
erarns w,,,uld he rcexaminud cvcrs 
six years hy Congress. Any acency 
or program which did not receive 
affirmative Ivgislative reauthoriza- 
tion action would he terminated au- 
tomatir:ally. Programs with similar 
purposes or with rrlatcd functions 
would he reviewed together. 

In rwortiw the measure. the 
committee: 

r_l adopted a procedure to permit 
Congress to cstahlish priorities 
for the rcvirw process: 

0 appravrtl a new procedure for 
automatically terminating “11~ 
wanted programs. hut assuring 
that no huhstantive law is 
repealrd unintentionally: 

~7 added a provision to assure the 
independrnc? of the federal ,iw 
diciary: and 

0 narrowly voted to retain a 
provision to establish a citizens‘ 
commiaion on g”Yt!rnme”t 
orxanizatiorr and operation. 

Exempted fro”, lhL! rnea-iure are 
social welfarr, prwrams such as .S”~ 
cial Srcurity and Medicare, to 
which individuals contribute in ex- 
pectation of benefits at a later date. 

Over fifty sunset hills are press 
ently before various House commits 
tpes. although no hcarirrg dates 
have hcen scheduled. 

On June 30. Attorney General 
Griffin B. Hell released the lonc- 
awaited findings of a Justice De- 
partment study of the Law Enforce- 
ment Assistance Administration 
(LEAA). The report, which recom- 
mends a comprehensive restructur- 
ing of the agency. is the latest in a 
series of events suggesting that 
major changes are in store for the 
agency. 

In addition to the study group rc- 
port. Congress cut the LEAA a~- 
uropriation by $107 million. top 
Justice Devartment officials pubs 

licly questioned whether or not 
LEAA should continue to exist at 
all, and an order was issued by the 
Attorney General closing the ten 
LEAA regional offices effecti\,e 
September 30. However. accordins 
to Deputy Attorney General Peter 
Flaherty, the closing of the retional 
offices was “unrelated to the overall 
LEAA reorganization study”. 

The major recommendations of 
the study group include: 

0 the existing block program 
should be replaced by a system of 
direct assistance to state and local 
governments: 

0 comprehensive plan require- 
ments should he removed; 

0 a centralized basic and applied 
federal research effort and a nation- 
al demonstration program should 
exist. and be linked to the state and 
local assistance program: 

0 minimum levels of su**“rt 
should be stipulated for functional 
(courts, corrections. etc.) areas: 

0 coordination among the com- 
ponents of the criminal justice 
system should be required, and state 
and local sovernments should be 
permitted to use direct assistance 
funds for this pur~)“se: 

0 use of the funds should be lim- 
ited to criminal justice system 
improvements and by statutory 
prohibitions against criminal mis- 
use. discrimination and supplanta- 
tion; and 

D a single federal agency. prefers 
ably located within the ,Jujtice De- 
partment. should administer all 
components of the program. 

The fiscal year 1978 LEAA ap 
proyriation of $645.25 million rep- 
resents a 14 percent (or $107 million) 
cut in the current year‘s funding. It 
is the third consecutive reduction, 
representing a cumulative loss of 
$240 million since 1975. Earmarked 
funds include: $100 million for 
Juvenile Justice Act programs; $15 
million for community anti-crime; 
$15 million for public safety officers’ 
benefits; and $30 million (and $10 
million more of recycled money) for 
the Law Enforcement Education 
Program. Planning and action 
grants will be cut 17 percent and 
IS percent respectively. 



According tu a recent study by the 
Brookings Institution. revenue 
sharinc dollars will be worth 17 pcr- 
cent less in 1980 than in 1972 bc- 
cause uf inflation. The study focuses 
un the rffects of the program in 65 
jurisdictions. 

7 thr value nf the program will 
haw shrunk frum $5.31 billion 
in 1!)72 to $4.4 billion in fiscal 
1979. assuming a gross national 
product deflator of 5.5 percent; 

7 the more hard pressed central 
cities used the money simply to 
hold the line fiscally: 

3 a significant portion of the 
states’ share of revenue sharing 
was channeled tu localities in 
the form of state aid, and the 
largest increase was reported in 
school aid: 

1 revenue sharing has been an 
important factor in permitting 
some governments to stabilize 
ur limit tax increases: 

II smaller jurisdictions tend to use 
the funds for new capital im- 
provement projects: and 

7 only counties have shown any 
significant tendency to use the 
funds for new or expanded op- 
crating programs. 

The study also found little change 
in the traditional way in which 
spending decisions arc made at the 
state ar,d local lrvrls. Of the 65 
units studied. only 13 revealed a 
change either among the public offi- 
cials or the outside interest groups 
which were included in determining 
how thr money was to be spent. 

A recent report issued by the 
House Subcommittee on the City 
terms the federal budget as prob- 
ably being “the single most im- 
portanl document affecting the well 
being of American cities.” The 
report urges the House Budget 
Committee’s Task Force on State 
and Local Government to “press for 

active OMB participation in a co- 
operative effort to improve analysis 
of budget decisions affecting cities.” 

Rep. Henry Reuss (Wisconsin). 
who chairs the subcommittee as well 
as its parent Committee on Banking. 
Currency and Housing, stated that 
there is a serious deficiency 01 
analysis regarding the overall im- 
pact on cities of grants-in-aid, in- 
come suppurt payments (such as so- 
cial Security and welfare), and 
other government activities such as 
defense contracts. As a result of this 
lack of analysis and information. 
efforts to aid cities are handicapped. 

The report notes that neither the 
Executive Branch nor the Congress 
systematically considers the impact 
of the budget on cities. especially 
central cities. as part of the 
budget-making process. The study 
continues that OMH appears “re- 
luctant” to expand the special anal- 
ysis of how much money goes to 
state and local units. As a result. 
the report calls for a breakdown of 
federal dollars flowing into cities 
of different sires. suburban cum- 
munities, and nonmetropolitan 
areas. 

The report also urges that the 
newly established Interagency Ur- 
ban and Regional Policy Group give 
high priority to the development 
of a budget impact statement for 
c,t,es. 

Income HOUSing Policy 

Housing and Urban Development 
Secretary Patricia Harris. in an 
address delivered at the annual 
meeting of the U.S. Conference of 
Mayors in June, warned that fed- 
eral funds may be withheld from 
cities which fail to reduce the “iso- 
lation” of the poor. Harris told the 
Nation’s mayors that HUD plans 
to strictly enforce Community DE- 
veloprnent Act guidelines which re- 
quire cities to provide a “fair share” 
of grant funds for low- and mod- 
erate-income housing. 

The impact of HUD’s intention 
to strictly enforce this provision 
already has been felt in some corn- 
munities. Boca Raton, Florida, in 

order to avoid the loss of $400.000 in 
grant funds. has chosen to add a 
clause to its application which ash 
sures the provision of low-income 
housinr. Federal officials had 
warned city officials that thr ab- 
sence of this clause would result in 
HUD’s denial of the grant applica~ 
tion. Earlier this year. the Hemp- 
stead, New York, grant application 
was rejected because it did not com- 
ply with the HUD low-income huus- 
ing performance level. 

The number of communities 
which are refusing the grant funds 
is causing some HUD officials to 
question whether CDBG funds are 
an effective lever for the alteration 
of living patterns. Other plans 
under consideration by HUD would 
make the receipt of some nonblock 
grant funds conditional upon local 
housing policy. Surgested federal 
programs include highways. FHA 
financing, and environmental pro- 
grams. 

Another alternative would permit 
HUD tu target housing money to 
cities which would use the funds tu 
finance nonprofit housing organiza- 
tions. These groups would then buy 
or build low-income housing in the 
suburban areas for the urban poor. 

Senate and House conferees arc 
continuing to meet in order to 
resolve the differences between 
S. 1021 and H.R. 6111. which would 
extend the Juwrrilu Justice and 
Delinquency Prvtwnfior~ AC/. 

‘l-o date. conferees have agreed to 
a three-rear extension with author- 
ization levels of $150 million for 
fiscal year 1978. $175 million for 
fiscal year 1979 and $200 million for 
fiscal war 1980. It also has beer, 
agreed to permit private cornmur~- 
ity-based delinquency prevention 
wenches to appc.al directly to state 
planning agencies should their 
funding applications be denied by 
local goYernments 

As yet unresolved are the match 
requirements for state and local Gove 
ernments, and the amount of money 
tu be made available to states for 
planning and administration. 



Rhode Island has become the most 
recent addition to the list of states 
with a “circuit breaker” law. Wis- 
consin pioneered this form of props 
erty tax relief in 1964. and it now is 
in use in some Sorm in over half the 
states. 

The Rhode Island law includes 
both owners and renters, but is re- 
stricted to those persons aged 65 or 
older with an income of $5,000 or 
less. For renters. 20 percent of their 
rent is counted as a property tax 
equivalent. Any property tax. or the 
rent equivalent. above the defined 
portion of income is considered “ex- 
cessive.” and qualifies fur relief 
throwh an income tax credit. The 
maximum credit for 1977 will be 
$55: in subsequent years the maxi- 
mum will be $150. 

The new law does not affect local 
property tax relief projirams. In 
addition. the program is funded 
from the state’s own revenues. 
rather than placing an additional 
burden on local property tax reve- 
nues. ‘l‘wo million dollars have been 
ap,propriated for fiscal year 15178; 
the appropriation is expected to 
grow to $4.2 million in fiscal year 
1979. 

A lower court decision challenging 
the Kansas Finance Council has 
been overturned by the Kansas Su- 
preme Court. This was the third 
such challenrc at the state court 
level in twenty years. 

The council handles fiscal matters 
durinc the legislative interim. It 
consists of the povurnor. senate 
president. house speaker, minority 
leaders uf both houses and the sen- 
ate and house ways and means 
chairmen. 

Last year the council was reconsti- 
tuted to meet objections raised by 
the court in a previous case. The 
new law was challenged by the state 
attorney general on the basis of sep- 
aration of powers and other consti- 

6 tutional grounds. 

The state court ruled that the 
legislature could delegate some of its 
functions to the council ifadcquate 
standards exist to prevent arbitrary 
or unfair action. The court held 
that guidelines in the 19’76 law were 
“constitutionally sufficient.” The 
court also ruled that the finance 
council’s power to transfer monies 
in the state educational building 
fund was not an unconstitutional 
usurpation of executive powers. 

Legislative powers delegated to 
the finance council include the 
authority to authorize state agen- 
cies to expend appropriated expendi- 
tures or personnel levels, receive and 
spend federal grants. and increase 
expenditure limits in special revenue 
fund appropriations. 

In other action, the Louisiana 
Supreme Court ruled that the gover- 
nor does have the authority to ap- 
point members of the budzet com- 
mittee. The state court ruling 
affirmed a lower court decision 
denying a challenge by the attorney 
general on the basis of the doctrine 
of separation of powers. During 
legislative interims, the committee 
ar)proves budget changes and the 
expenditure of federal funds. 

The Connecticut Supreme Court 
has ruled that the state’s school 
financing system. which relied 
heavily on the local property tax, is 
unconstitutional. 

The court identified significant 
disparities among the abilities of 
lwalities to raise revenues through 
their property taxes. It also found 
that a direct correlation existed be- 
tween the amount of money erpend- 
ed on education and the quality of 
education. State aid has been given 
without considering the abilities of 
localities to raise funds through use 
of their wowrty tax. 

The court did not provide specific 
guidelines: however, it did note that 
there was a need for significant 
state support to equalize disparities. 
Historically, the property tax has 
provided approximately 70 percent 

of all school financing. The re- 
mainder of school costs has been 
provided by state per-pupil grants. 

Governor Ella Grasso has an- 
nuunccd that a panel would be 
orcanized to draft a plan to comply 
with the decision. The court did not 
stipulate a compliance deadline. 

Similar decisions have been 
handed down by the state courts in 
New Jersey and California. 

New York city TO 
Review zoning Law* 

Mayor Abraham Beamc has an- 
nounced that the first comprehen- 
sive review of the city’s zoning 
resolution will be undertaken since 
its adoption sixteen years ape. 

The existing zoning resolution 
has been amended more than 3.000 
times for changes ranging from 
simple rezonings to more complex 
building conversions. The resolution 
regulates the uses, floor area, lot 
coverage, heights and setback of 
buildinKs from the street. as well as 
the placement of signs and provi- 
sions for off-street parking and load- 
ma. 

During the past few months, 
many public groups have been 
consulted about the study. Among 
the issues to be addressed are the 
impact of zoning on economic de 
velopment. the environment and 
neifihborhood stability: and the 
administration and enforcement of 
zoning regulations. 

The U.S. Supreme Court has ruled 
that the Commonwealth of Penn- 
sylvania is not required to share 
with its localities the funds collected 
in the first year application of the 
public utility realty tax. 

The court ruled that the state 
may hold all of the $30 million col- 
lected from public utility companies 
in 1970 because the enabling lw+la- 
tion permitting distribution of the 
realty tax funds to local taxing 
authorities was not passed until the 
second year that the tax was col- 
lected. 



Tax Lids and 
Expenditure 
Mandates: 
The Case For 
Fiscal Fair Play 

by John Shannon 
and L. Richard Gabler 

Tax lids and state mandated costs 
increasingly are becoming a “sore 
point” in state-local fiscal relations. 
Since 1970, 14 states and the District 
of Columbia have enacted some form 
of new control on local taxing and 
spending powers. ACIR research 
reveals that state mandating is wide- 
spread: the “average” state has 35 of 
77 mandates analyzed in a recent 
research effort. 





in population; natural disasters; rleht service: 
p;iy-as-you~ro~c;lpitnl outlay: and inllation. 
‘l’hese extenuating circumstances underscore the 
inherent difficulty in applying “boiler plate” 
state-wide solutions to diversr local goverr\me”ts 

THE EXPENDITURE MANDATE ISSUE 

It would br difficult to find an issue that sparks 
murr resrntrrlent amoni: local ol’fiicials than that 
caused by state mandated expenditures. While 
virtually all observers of state-local relations 
awee that state t’overnments must he allowrd wide 
latitude on the mandating front. there is sharp 
disagreement on how far states should move into 
wrtain controverted areas. 

Local authoritirs are especially bitter uver the 
“end ru” play” by which local employee reprrsen- 
tatives (especially police and firemen) successfull, 
ohtai” from the state lexislature more generous 
personnel henefits on a mandated basis the” the> 
could obtain through negotiation with locally 
elected officials. 

Mnndatinr. however. goes far beyond persorrnel 
hcnefits. It covers the Earnut uf local eoverrrmcnt 
activities ranging: from educational ProL’rarns 
(where the state interest is clearly evident) to such 
items as parks and rerreation programs arid library 
hours (where local policies might he expected to be 
controlliug). In effect, the state leeislaturr call 
become the huntinK ground where narrowly 
focusrrl special interest rroups seek to capture for 
themsel\~es or their constituencies a larger slice of 
the local expenditure pie. ‘I’hus, the frequent im- 
position of special interest ~lrmands from “011 
high” necessitates a corrstant reorderinr: of local 
hudyetary priorities. 

For these reasons, the locnl resrntment of state 
mandates often goes far beyond the fiscal cancer” 
over added costs. Put simply: state mandates 
substitute state priorities for local priorities. 

It must he emphasized, however. that there is 
little or no contro\~ersy over many mandates. 
particularly those relating to the organization 
anrl procedurrs of local Fovrrnment. State man- 
dates can he justified to prescribe the optional 
forms of local wvernment. the holding ollocal 
elections, and the designation of public officers 
and their rrspo”sihilit,ies. Due process and regula- 
tory mandates are needed to insure the equitable 
administration of justice and the tax laws. and to 
protect the public from malfeasance. State mnrr- 
dates also are necessary to require localities to act 
or to refrain from actinr so as to avoid illjury to or 
co”flict with neighboring jurisdictions. Provided 
there is a clear statewide policy objective to be 
achie\,ed, mandates affecting new prozrams or the 
enhancement of service levels of cxistina programs 
also are warrantrd. Such mandates. however. do 
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John Shannon is ussistant diwctor for 
tuxation and finunce and L. Richard 
Gabkr is a senior analyst at the Advisory 
Commission on Intergocvrnmrntal 
Relations. 



PERCENTAGE DISTRIBUTION OF ELEMENTARY AND 

SECONDARY SCHOOL RECEIPTS, BY SOURCE, 
FOR SELECTED FISCAL YEARS 

F%rcen, 
01 Total 
Receipts 
10 

source Of 

Funds 1975 

Federal 

State 

LLXX 

Tota, 

$ 4,742 
26,659 

29,699 
61,100 

Federal 5 22.25 

Stale 125.09 
Local 139.35 

Total 286.69 

Federal 

State 

LOCal 

Total 

0.3 
1.8 
2.0 

4.2 

Federal 7.8 

State 43.6 
LOCal 48.6 

Tote-i 100.0 

Elementary and Secondary 
School Receipts’ 

- 

Fiscal Years 

I I I I 

j 1 1966 / 1971 1957 

Total (in millions) 

$ 3,129 $ 2.003 5 366 

4.400 

7,228 

11.994 

17.371 9.915 

22,938 13,439 
43,438 25,357 

Per Capita 

5 15.17 5 10.24 

84.24 50.70 

111.24 68.71 

210.65 129.65 

As a Percent of GNP 

0.3 0.3 

1.7 1.4 

2.3 1.9 

4.3 3.5 

Percentage Distribution 

7.2 7.9 

40.0 39.1 

52.8 53.0 

100.0 100.0 

$ 132 

752 

1.405 

2.290 

$ 2.14 $ 0.98 

25.70 5.59 

42.22 10.44 

70.06 17.06 

0.1 

1.0 

1.7 

2.8 

0.1 

0.5 

1.0 

1.6 

3~1 5.6 

36.7 32.9 

60.3 61.4 

100.0 100.0 

1942 

l 

I vil?is 
State Funding of 
Schools Accelerates 

The lonprun trend toward i,,~ 
creased state funding of schools has 
accelerated in rect.nt wars aa m”re 
and m”re states are hecominc ttrr 
senior partners-l9 states hy 1975. 

The state share of total elemen- 
tary and secondary school receipts 
rose Srom 32.9 percent in 1942 to 
43.6 percent in lY75. Uuring the 
same period. the local share Sell 
from 61.4 percent to 4X.6 percent 
and the federal share r”se from 
5.X percent to 7.X percent. rcmalninr 
fairly stable at the 7 percent mark 
for the past ten years. 

Recent court decisions mandating 
greater equalization of lucal school 
financing and the public demand 
fur local pr”perty tax relief stand 
out as the two primary factors re- 
sD”nsihle for the significant increase 
in state financial participation 
since IYiO. 

The relative slowdown in the 
growth of total school Sinancinp also 
is significant. After gruwing at a 
cunsistcntly laster rate than lhe 
ec”n”my during the X’s and 60’s. 
total school financing has nuw 
slipped behind the growth in the 
GNP. 

Declinin52 enrollments. increased 
taxpayer resistance, and erowing 
skepticism about the efficacy of 
educational expenditures have all 
combined t” produce this slowdown 
effect. 



‘l‘he Advisory Cummission on Inter- 
rovernmcntal Kelations will meet in 
Washington. D.C. on September 19 
and 20. Included on the agenda are: 
a review of a study on state man- 
dates. an examination uf the na- 
tional Sorest revenue sharing prop 
gram. and a discussion of issues 
related to countercyclical aid 

Additional appointments tu the 
Commission are expected before the 
September sessions. 

‘L‘hi! l)l~pnrtme”t of Iklense has a,,- 

nuunccd that military personnel in 
51 stawi and the Ijistrict of (‘olum- 
hia will haw state income taxes 
deducted from their paychecks. Thr 
new taxation policy. implemmtcd 
on .luly I. follows the enactment 
ol 1976 federal legislation 
permittinc the withholding plans. 

This partial implementation of a 
I975 Af:IK rewmmrndation could 
prov& a sirniticant revenue source 
fur those affected states. A federal 
study rstirnatcd that in fiscal year 
1975, the military personnel income 
tax cxc>mpt~on cost the states and 
the IXstrict of Columbia $94 million 
in revenues. 

Thirty-five jurisdictions have re- 
yoestrrl that income taxes be withy 
held. 

Speaker John Hanson Briscoe. 
member of ACIR. recently appeared 
before the Senate Subcommittee on 
Intergovernmental Relations in 
support of a more active state 
legislative role in the control of 
federal funds coming into the states. 
The single day of hearings was 
chaired by Senator Edmund Muskie 
(Maine). subcommittee chairman. 

In a position adopted last year. 
ACIR recommended that state 
le&latures include all federal aid 
funds in appropriations bills, pro- 

14 hibit the expenditure of federal 

funds in excess of the appropriated 
amount, and specify priorities by 
establishing sub-program alloca- 
tions; and take a stronger role in 
determining the use of federal funds 
passed through the state to local 
governments. 

Briscoe noted that the ACIR 
recommendation is based on the 
assumption that “State legislatures 
are a critical, if not primary. part- 
ner in the decisionmaking process 
at the state level. It is also rooted 
in the stark fact that federal aid is 
approaching the $60 billion mark 
for this fiscal year.” Briscoe 
concluded that to overlook the im- 
portance of the role of one of the 
three equal branches of state gov- 
ernment would be “contrary to the 
doctrine of separation of powers 
with the legislative branch given 
the role of deciding how to allocate 
resources. one of the oldest and most 
Important precepts on which our 
federal system is based.” 

During its 1077 session, the Florida 
Legislature passed a bill creating 
an Advisory Council on Intergov- 
ernmental Relations. The 17imem- 
ber council will be composed of four 
members each from the state senate 
and house. and nine members ap- 
pointed by the governor. 

The Council is charged with eval- 
uating the intergovernmental as- 
pects of government structure, fi- 
nance, functions and relationships 
in Florida, and reviewing and assess- 
ing the work and recommendations 
of ACIR. The council also is to issue 
an annual report of its findings to 
the governor and legislature, and is 
to prepare material for the Consti- 
tution Revision Commission after 
investigating the state’s tax struc- 
ture and other intergovernmental 
issues. 

In addition, the council is directed 
to study the issue of double taxation 
and the problems associated with lo- 
cal government debt management, 
and to report its findings by March 
of next year. The council also is 

responsible for the preparation of an 
analysis of any new program or in- 
creased service level mandated by 
executive. legislative or judicial ac- 
tion in terms of its effect on local 
government revenues and expendi- 
tures. 

Political subdivisions of the state 
are authorized to appropriate funds 
for the purpose of sharing the op- 
erating costs of the council. The 
council is empowered to employ an 
executive director and appropriate 
staff. 

An Advisory Council for Inter- 
government Relations has been 
established in Australia. The 22. 
member bipartisan panel is modeled 
on the ACIR. and is intended to 
bring together representatives of 
Commonwealth (federal). state and 
local governments. and private citi- 
zens to review improvements 
between the levels of government. 

Members include five representa- 
tives of the Commonwealth (three 
Government and two Opposition 
members), six State representatives 
(one from each State Parliament), 
six local government members. and 
five citizens. 

The first two issues before the 
Council are a feasibility study of an 
intergovernmental personnel ex- 
change prwram and a broad study 
of the relationship between the 
three tiers of government. 

A secretariat to staff the council 
is located in Hobart, Tasmania. 
Russell Mathews, a citizen member. 
has been appointed chairman. 

According to Prime Minister 
Malcolm Fraser. in remarks before 
the Australian House: “An impor- 
tant role of the Council will be to 
promote discussion and disseminate 
ideas, to reach a wide audience, 
and to present to that audience an 
independent view on possible solu- 
tions to problems of inter-govern- 
ment relations. Such a role should 
do much to dispel the notion. so 
prevalent in recent years. that all 
wisdom resides at the centre.” 



The first publications are K- 
cent reports “f the Advisory Com- 
mission on intergovernmental 
Relations. 726 Jackson Place. N.W., 
Washington. D.C. 20575. Single 
copies arc free. 

The In fcr~ouerrt men la1 Grant 
.S\s/r,rr as Swn by Local. Slatr,, 
and Federal O/licials (A-54). In “I~ 
der to obtain a current picture 
reflecting the working experience of 
local. state and federal officials 
in the state and federal aid system. 
ACIR conducted or used four surm 
vcys. The findings of these surveys 
are presented in this volume which 
is another in ACIR’s series on the 
intergovernmental grant system. 

?iluf~~ Limifatioas 011 Local Tarts 
and E.rpendilur.r~.s (A-64). Recently. 
numer”us states have instituted 
some method of control over local 
taxing and spending powers. Be- 
cause of these developments, ACIR 
has looked at the theory and prac- 
tice of fiscal controls and the effects 
of tax limits on expenditures and 
property taxes. 

The recommendations resulting 
from this study attempt to reconcile 
the interests of local officials in 
maintaining a high degree of fiscal 
flexibility and the interests of state 
officials in achieving pwperty tax 
relief and political accountability 
objectives. 

Ci,wwtti~ Hootlrueing: A Stak 
and F~lrral Responsibilily (A-65). 
Since 1965. interstate cigarette 
bootlegging has increased sharply 
resulting in revenue loss in high-tax 
states of $391 million. This report 
examines the nature and causes “t 
cigarette smuggling. its link to 
organized crime and current and 
proposed methods to reduce smug- 
gling, and revenue loss. 

Statistics on cigarette taxes are 
included. 

Regionalism Keuisitrd: Recent 
Areawidr and Local Responsrs 
(A-66). This report updates devel- 
opments in substate regionalism 
occuring since ACIR published its 

&volume report in 1973 and 1974 
and presents the components of 
ACIR’s overall substate regional 
strategy. 

Informatiun on current federal 
programs which SUpport regiunal 
guvcrnment activities is given as 
well as recent developments in ef- 
forts t” coordinate federal pr”grams 
on a regional level. 

Und~~rsfundini? Slufr and Local 
Cash Manafirnrrnf (M-112). This 
publication examines a new special- 
ization for government financial 
managers-cash managsment. 

Statutory and constitutional 
provisions governing state and lucal 
government cash management are 
summarized and methods for an im- 
proved cash management system are 
described. Investment portfolio 
management is analyzed including 
the innovative methods of invest- 
ment puols for local governments. 

The Comprehc.rr.sil,r, fi:rnployncrz t 
and Trnini,rc Act: Early Rrndinrs 
from a Hybrid Block (;,_a,~1 (A~58i. 
As part of its study of the intergov- 
ernmental grant system. ACIR has 
looked at the first of the federal- 
local block grants-Thr Cornprr~ 
hensiw Employnwnf and Troinirrr 
Act. Although the time period COY- 
ered prevents an assessment “f the 
impact of the act on unemployment 
and the economy. this rep”rt does 
examine how well this block grant 
has wurkcd in relation to its intent 
and the changes required to improve 
its intergovernmental administra- 
tion. 

The following publications are 
available directly from the 
publishers cited. They are not 
available from ACIR. 

.Marwi,rr Huma,, Sr~ciws. In- 
ternational City Management As- 
sociatiun. 1140 Connecticut Avenue, 
N.W.. Washington. D.C. 20036. 
$20.00 ($19.00 if payment accom- 
panies order). This new text in 
ICMA‘s “green buok“ series identi- 
fies and discusses the key manageri- 
al techniques of human services 
programs at the community level. 

The editors are Bernard J. Friederl. 
Michael .I. Murphy and Wayne 
Anderson. Executive Director of 
of 4ClR. 

Ehcls arlri Fii’uws on Gowrnrn<~~~ f 
Finurrw Tax Foundation. 50 
Rockefeller Plaza. New Yurk. New 
York 10020. S10.00. This puhlica- 
tion is the l9t,h biennial edition “f 
the Tax Fuundation‘s wport on 
federal. state. and local finances. II, 
provides a handy <:“mpendium of 
data from the I~,l.S. Ijurl,wf. Trras~ 
ury Department. (:cnsur 01~ (;“L’- 
CrnrrlPr~~s. and “thrr statistical pub 
lications of the federal government. 

8’~~rlr~~all.v Assis/c~d Awnwid~~ 
Plannirw: Vwd lo Sirrrpli/:v l’oli&s 
urrd I’rrrctictx Rep”rt to the Con- 
gress by the Comptroller Gcnt!rnl of 
the U.S. (GGD~77~24). I!.% General 
Accuuntirrg Office. Distribution 
Section. Room 4522. 441 G Street. 
N.W.. Washinxton. D.C. 20546. 
Free for government ofticials, li- 
braries. faculty mcmhers and 
students: $1.00 for the general puhm 
lit. GAO rr\,iewed 20 federally asis- 
ted plnnninc programs to determine 
the problems stati! and local i.‘“vm 
crnments and regional organiza- 
tluns encoulltrred including the 
Inler*louernm~rrlai Coopration AC/ 
(Title IV). Circular A-!):,. and other 
coordinated planninE. 

Fwlc’rnl ‘Ii,x I’oli<~.v. Joseph A 
Pechman. Brookillgs Institution. 
1775 Massachusetts Avenue. N.W.. 
Washington. D.C. 20036. $4.95. 

The purpose of this hook is to ex~ 
plain the federal tax system in a 
nontechnical manner. It includes 
major changes in the tax laws dlur~ 
ing the 1970‘s particularly those 
brought about by the Tux R~f,,rrn 
Act oiIY7ti. 

Current issues covered in this 
third rditiun of I’echman‘s book are 
adjustment of income taxes for 
inflation. thv use of taxes to achieve 
social policy. and the value added 
tax. There are chapters covering the 
major federal taxes including indi- 
vidual and corporate income. con- 
sumptiun. payroll and estate and 
gift. as well as a chapter “1, state 
and local taxes. 1 
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