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ACIR: The Year i n  Review 

1382 may r i e l 1  go  down i n  the anna l s  of  intergovernmental  h i s t o r y  

as a y e a r  of  i n t ense  debate  on t h e  shape and substance o f  A m r i c a n  

federal ism. For t h e  f i r s t  t i m e  s i n c e  the Great Depression, federa-  

lism became a s u b j e c t  o f  keen nationwide i n t e r e s t  and d iscuss ion .  

The s i n g l e  most important c a t a l y s t  behind its rise to t h e  t o p  of  the 

n a t i o n ' s  agenda was undoubtedly P r e s i d e n t  Reagan's January  1982 

S t a t e  of t h e  Union Address, i n  which he announced h i s  Adminis t ra t ion ' s  

proposal  f o r  f u n d a m n t a l l y  r e s t r u c t u r i n g  governmental roles, respon- 

s i b i l i t i e s  and resources.  

Overview 

For t h e  Advisory Commission on Intergovernmental  Re la t ions ,  t h e  

New Federalism i n i t i a t i v e  made 1982 a y e a r  of  high v i s i b i l i t y .  N o  

sooner had the P r e s i d e n t ' s  proposa l  been p laced  on t h e  t a b l e  than  t h e  

Commission was c a l l e d  upon to e x p l a i n  haq o u r  f e d e r a l  system of  tri- 

p a r t i t e  governance does -- and should -- work. The Commission's view 

t h a t ,  because of the dramatic  gravth i n  t h e  f e d e r a l  government's 

domestic role through the grant-in-aid mechanism, l1 intergovernmental  

r e l a t i o n s .  . . have become more pervas ive ,  more i n t r u s i v e ,  more unmanage- 

a b l e ,  Inore i n e f f e c t i v e ,  morc c o s t l y ,  and a b v e  a l l ,  more unaccountable,@' 

was shared by P r e s i d e n t  Reagan. 

J u s t  hag to rebalance federa l i sm preoccupied the Commission f o r  

much of  1302. ACIR assumed a mul t i face ted  role: f i r s t ,  it served as 

a source of information. F o l l m i n g  up on its 1980 call  f o r  a major 



"sor t ing  out"  o f  governmental r e s p o n s i b i l i t i e s  through a t radeoff  of 

l a r g e  programs, consol ida t ing  many f e d e r a l  g r a n t s  and e l iminat ing  

o t h e r s ,  AClR exmined d e t a i l e d  prqrammat ic  "swap" a l t e r n a t i v e s  

along with accompanying resource turnbacks. This  information, prepared 

a t  the  Commission's d i r e c t i o n  and a t  the  reques t  of t h e  White ~ i o u s e ,  

was disseminated t o  those o f f i c i a l s  involved i n  negot ia t ing  a federal ism 

rrform package. ACIR'S research w a s  a l s o  widely c i t e d  by t h e  press and 

by s t a t e  and l o c a l  pub l i c  i n t e r e s t  groups i n  t h e i r  e f f o r t s  to  shed 

l i g h t  upon t h i s  complex and con t rovers i a l  subjec t .  

Secondly, t h e  Cammission served a s  an intergovernmental foriun f o r  

exploring a l t e r n a t i v e  i s s u e s  and so lu t ions  i n  t h e  context  of p o l i t i c a l  

r e a l i t i e s  and within the phi losophica l  framework of federal ism a s  it 

was Cons t i tu t iona l ly  set f o r t h  and a s  it has evolved. Fur ther ,  much 

of the  Commission's ongoing research t h a t  reached f r u i t i o n  i n  1982 

r e l a t e d  d i r e c t l y  to  many of the  funclamental i s sues  r a i sed  durinq t h e  

course of t h e  New Federalism debate. 

The d e m n t r a l i z i n g  thrust of the P r e s i d e n t ' s  proposal  highlighted 

the role of the  s t a t e s  and the  d i f fe rences  among them. ACIR's research ,  

S t a t e  and I a c a l  Roles i n  the  ~ e d e r a l  System re leased i n  1982, spoke 

d i r e c t l y  t o  the p i n t  of s t a t e  i n s t i t u t i o n a l ,  adminis t ra t ive  and 

funct ional  capacity. The ~ormnission's  work s h a e d  t h a t  the s t a t e s  

had undergone a period of unprecedented reform and t h a t ,  i n  genera l ,  

they w e r e  nuv far k t t e r  equipped t o  discharge their d u t i e s  a s  middle- 

m n  i n  our  f e d e r a l  system. 



However much stronger states are to deal with current challenges, 

they still vary considerably in their tax wealth. In 1982, the C m  

mission issued its study, Tax Capacity of the Fifty States, that mea- 

sures the states' relative abilities to tap revenue sources and the 

extent to which they do so. ACIR's work on tax capacity clearly 

reveals widening fiscal disparities among the states and has k e n  

widely noted in the federalism debate. That s m  states could assme 

additional responsibilities with comparative ease while others would 

be able to do so only with considerable strain became a central point 

in the discussion over reallocating responsibilities and resources. 

Directly related to federal system reform is the issue of federal 

regulation of state and local activities. The grmtb in federal aid, 

ACIR research shaws, was matched by an equally dramatic increase in 

federal regulations, including new, and especially coercive techniques 

for changing the wa17s in which states and localities do business. The 

Reagan Administration's decision to make regulatory refom a priority 

fit well into ACIR's ongoing research schedule. Over this past year, 

the Commission considered findings stemming from its study on regulatory 

federalism and adopted a 12-point agenda for streamlining the ways in 

which the national govemnt affects its state and local partners. 

Consideration of the report on state taxation of multinational cor- 

porations folla~d closely on the heels of the Commission's call for 

fundamental regulatory reform and put to the test ACIR's commitment 



to  a "hands o f f "  f e d e r a l  role when no harm has  been done by s t a t e  

p r a c t i c e s .  Congress should n o t ,  the Commission urged, pass l e g i s l a t i o n  

l i m i t i n g  state t a x  p r a c t i c e s  wi th  respect to mul t ina t iona l  corpora t ions  

or "fore ign  source" income. The Commission took t h i s  s t and  because 

it found t h a t  t h e r e  was no evidence t h a t  these c u r r e n t  state t a x  

p r a c t i c e s  cause harm to t h e  na t ion  and t h a t ,  i n  any case, o u r  system 

provides  f o r  j u d i c i a l  r e d r e s s  and a l l cws  companies to locate f r e e l y  

i n  states wi th  the most congenial  t a x  climates. 

I n  add i t ion ,  hecause a n&r o f  ACIR's research  p r o j e c t s  were 

a t  or nea r  completion i n  1902, t h e  Commission looked to t h e  f u t u r e  

to dec ide  what i n t e r g o v e m n t a l  problems were emerging t h a t  would 

k n e f i t  from C m i s s i o n  a t t e n t i o n .  The Commission set its research  

program to include t h e  intergovernmental aspects o f  f e d e r a l  t a x  

p l ic ies ,  prohlcms i n  f inancing  the  costs o f  improving p u b l i c  phys ica l  

i n f r a s t r u c t u r e ,  and t h e  r o l e  of  political p a r t i e s  i n  federal ism. 

ACIR w i l l  cont inue to  monitor c l o s e l y  state/ local r e l a t i o n s ,  i n t e r -  

g o v e m n t a l  f i s c a l  t r ends  and p u b l i c  opinion on t ax ing  and spending. 

The Commission w i l l  also t a c k l e  a number of intergovernmental 

p r o b l e m  i n  s p e c i f i c  a reas ;  l o c a l  ja i l  reform, i n t e r l o c a l  agreements,  

and f inancing  mass t r a n s i t  are examples of  A C I R ' s  ongoing work on 

va r ious  t i r rcly topics. 

The ACIR Approach 

ACIR is a 26-member n a t i o n a l ,  b i p a r t i s a n  body e s t a b l i s h e d  by 

Congress i n  1959 t o  monitor t h e  intergovernmental system and make 



recommendations f o r  change. Because it rep resen t s  t h e  execut ive  

and l e g i s l a t i v e  branches of  a l l  t h r e e  l e v e l s  of govemnent  and 

because of its s t a t u s  as a permanent, independent commission, 

ACIR is ab le  to follcw-up on its r e c o ~ m n d a t i o n s ,  encouraging and 

a s s i s t i n g  execut ive  and l e g i s l a t i v e  branches o f  f e d e r a l ,  state, 

and local governments to cons ider  and implement them. 

The work of t h e  C m i s s i o n  f l a ~ s  i n  t h r e e  s tages :  staff 

research undertaken a t  the d i r e c t i o n  o f  the Comiss ion;  pol icy-  

making by t h e  C m i s s i a n ;  and e f f o r t s  by both t h e  Comnission and 

i - t s  s t a f f  to f a c i l i t a t e  adoption o f  the Commission's p o l i c y  

recommendations, 

The C m i s s i o n  determines its m n  research agenda, basing its 

choices on the members ' wide-ranging exper iences ,  obse rva t ions ,  

and c o n t a c t s  as well as on s t a f f  eva lua t ions  o f  a l t e r n a t i v e s .  Once 

a topic is s e l e c t e d ,  s t a f f  g a t h e r s  information by a variety o f  methods 

inc luding  l i b r a r y  r e sea rch ,  w m i s s i o n  he&ings, s p e c i a l  surveys, 

and f i e l d  s t u d i e s ,  

To a s su re  t h a t  a l l  r e l e v a n t  a s p e c t s  of  each subject are r e f l e c t e d  

i n  t h e  f ind ings  and background s e c t i o n s  o f  a = p o r t ,  t h e  staff conducts 

" th inke r s '  s e s s ions"  a t  the  beginning of a research  p r o j e c t  to h e l p  

d e f i n e  its scope and approach. "Critics' se s s ions"  are scheduled 

near  t h e  completion of a p r o j e c t  to minimize errors of omission or 

b i a s  i n  the d r a f t  prepared for t h e  Commission, P a r t i c i p a n t s  i n  t h e s e  



s e s s i o n s  usua l ly  inc lude  Congressional s t a f f  mmbers, r e p r e s e n t a t i v e s  

of appropr i a t e  g o v e m n t  agencies ,  p u b l i c  i n t e r e s t  group spokes- 

persons ,  members of t h e  academic c m n i t y ,  and r e p r e s e n t a t i v e s  o f  

r e l e v a n t  c i v i c ,  l abor ,  research  and bus iness  a s soc ia t ions ,  

Background information and f ind ings  are presented  to t h e  Com- 

mission along wi th  an appropr i a t e  range of  a l t e r n a t i v e  po l i cy  

opt ions .  The Commission debates  the  report a t  a p u b l i c  meeting and 

vo te s  on po l i cy  r e c m n d a t i o n s .  Subsequently, t h e  r e p o r t  is widely 

disseminated,  appropr ia te  recommendations 

state l e g i s l a t i o n  or Congressional b i l l s ,  

proceeds, 

The Commission recognizes t h a t ,  a s  a 

are t r a n s l a t e d  i n t o  model 

and implementation work 

permanent bock], its mandate 

is n o t  merely t o  s tudy t h e  ope ra t ions  of t h e  f e d e r a l  system, bu t  to 

seek to improve it. The Commission b e l i e v e s  t h a t  it should be neasured 

l a r g e l y  by its a c t u a l  achievements i n  br inging  about  irrprovemnts i n  

t h e  r e l a t i o n s h i p  between t h e  n a t i o n a l ,  state, and local governments. For 

t h a t  reason,  it devotes  a s i g n i f i c a n t  sha re  of its resources to encouraging 

and f a c i l i t a t i n g  cons idera t ion  of its recommendations by governments 

a t  a l l  l e v e l s ,  using d r a f t  l e g i s l a t i o n  proposa ls ,  t e c h n i c a l  a s s i s t a n c e ,  

and o t h e r  implemnta t ion  a c t i v i t i e s .  

C m p l c  t e d  Work 

I n  1962 the Commission s u b s t a n t i a l l y  completed work on f o u r  

ina jor research  p ro jec t s :  rebalancing federal ism; state and local 



roles i n  t h e  f e d e r a l  system; f i s c a l  d i s p a r i t i e s  among the states; 

and, s t a t e  t a x a t i o n  of  mul t ina t iona l  corpora t ions .  

I n  a d d i t i o n ,  Commission nemhers completed cons ide ra t ion  o f  

recommendations stemming from a s tudy o f  f e d e r a l  r e g u l a t i o n  o f  

state and local g o v e m n t s .  A twelve-point r egu la to ry  reform 

agenda was adopted and t h e  e n t i r e  r e sea rch  s tudy was being readied  

f o r  p u b l i c a t i o n  i n  1983. 

Rebalancing Federalism. Rebalancing federa l i sm has  long 

been a t o p  ACIR p r i o r i t y  and, i n  1982, it becam l inked  wi th  the 

Ac7ministration1s e f f o r t s  to sort o u t  g o v e r m n t a l  roles, respon- 

s i b i l i t i e s  and resources.  Commission work on t h e  reba lancing  

i s s u e  has  flawed i n  s e v e r a l  d i s t i n c t  s t ages .  A s  a fol laq-up to 

its 1980 recommendation f o r  a "swap" o f  r e s p o n s i b i l i t i e s  among 

t h e  n a t i o n a l ,  s tate,  and l o c a l  l e v e l s ,  ACIR s t a f f  developed a 

series of deconljestion s t r a t e g i e s  inc luding  a l t e r n a t i v e  f u n c t i o n a l  
' 

program t r a d e o f f s ,  block g r a n t s  and c a t e g o r i c a l  a i d  te rminat ions ,  

and tu rn ing  back c e r t a i n  revenues and taxes.  

Throughout 1982, t h e  Commission served both a s  a source  o f  

information about  and a forum f o r  debate  ove r  t h e  shape of American 

federal ism. I n  response t o  t h e  Commission's d i r e c t i v e  and t h e  White 

House ' s r q e s  t , s t a f f  r e p o r t s  were prepared d e t a i l i n g  s ta te -by-s ta te  

v a r i a t i o n s  under same 60 d i f f e r e n t  program t r a d e o f f s  and revenue or 

proqram turnback combinations. Addi t ional  m a t e r i a l  was considered 



in March on the issues raised by the New Federalism initiative. 

These were (1) fiscal disparities among the states; (2) protection 

of benefits for the truly needy; ( 3 )  state capacity to absorb added 

responsibilities; and (4) local governmental roles within the sorting 

out process. At the direction of the Commission, the staff analysis 

of the basic issues underlying the New Federalism was widely dis- 

seminated to aid those involved in the "sorting out" debate. 

Throughout their discussions on the Federalism, Canmission 

members expressed their feelings that a delineation of federalism's 

"first principles" was necessary so that assigning responsibilities 

by level of govermnt could be made cm a sound philosophical 

footing. Similarly, while ACIR had gone a long way in measuring 

state fiscal and administrative capacities, little had been done 

on assessing state needs. At its December meeting, staff working 

papers were prepared on these two topics. The papers, on first 

principles of federalism and needs measurement and equalization, 

were used as background material for a policy profile posing 15 

specific questions about  ha^ a rebalanced federalism might look. 

Commission members were asked to complete the policy profile 

to determine whether a consensus exists on key aspects of federal 

system reform. 



S t a t e  and Local Roles. Ear ly  i n  1982, t h e  Conmission re leased 

t h e  centerpiece  volume of its work on S t a t e  and Local Roles i n  the  

Wdera l  System. The study revealed strengthened s t a t e  i n s t i t u t i o n a l  

and procedural  c a p a b i l i t i e s ;  t raced the  g r m i n g  dependency of  l o c a l i -  

ties on i n t e r g o v e r m n t a l  f i n a n c i a l  a s s i s t ance ;  and presented t h e  

C o m i s s i o n ' s  r e m n d a t i o n s  f o r  f u r t h e r  improvement, s t r e s s i n g  the 

need f o r  s t a t e s  to ensum t h e  v i a b i l i t y  of  t h e i r  l o c a l i t i e s .  

A C I R ' s  r e l ease  of  t h i s  s t u d y  proved to be p a r t i c u l a r l y  t i m l y  

i n  l i g h t  of the  New Federa1i.m proposal  to p l a e  a d d i t i o n a l  r e s p n -  

s i b i l i t i e s  a t  the  s t a t e  level .  N o  sooner had t h i s  i n i t i a t i v e  been 

unveiled,  than the  ques t ion  of  state capac i ty  was ra ised .  More 

o f t e n  than n o t ,  A C I R ' s  work was c i t e d  to  d i s p e l  myths about a n t i -  

quated s t a t e  governments and to b o l s t e r  the  case f o r  a s t rong  s t a t e  

r o l e  i n  our  f e d e r a l  system. The Commission's f ind ings  revealed 

t h a t  the s t a t e s  have genera l ly  moved i n  the di rec t i .ons  urged by 

r e f o m r s  f o r  t h e  p a s t  s e v e r a l  decades. They have modernized t h e i r  

cons t i tu t ions ;  s treamlined t h e i r  c o u r t  systems; and t h e i r  l e g i s l a -  

t u r e s  have been reapportioned and p ro fess iona l ly  s t a f fed .  A l s o ,  

the governors ' au thor i ty  a s  chief  execut ives  has  been strengthened,  

t h e i r  o f f i c e  s t a f f s  upgraded, and t h e i r  c o n t r o l  over  adminis t ra t ive  

agencies extended. One a rea  where the re  was only  "mixed progress" 

was the  s t a t e s '  mul t i face ted  role a s  sources of  a u t h o r i t y ,  assis- 

s tance  and encouragerent f o r  t h e i r  l o c a l  govemmnts .  



The release of  S t a t e  and Local Roles i n  t h e  Federal  System 

(A-88) was preceded by two r e l a t e d  reports issued  i n  1981. They 

a r e  Eleasuring Local Discre t ionary  Authori ty (PI-131) and The 

Federal  Inf luence  on S t a t e  and Local Roles i n  t h e  Federal System 

(A-89). I n  1982, the Commission a l s o  r e l eased  a n  I n  Br ief  (B-6) 

summarizing t h i s  research. 

The Representat ive Tax System. Although it has  been recognized 

f o r  many years t h a t  states vary widely i n  t h e i r  a b i l i t y  to t a p  t a x  

resources ,  u n t i l  r e c e n t l y ,  t h e r e  has  been no up-to-date comprehensive 

measure of state t a x  capaci ty .  The most commonly used index o f  

t a x  capac i ty ,  r e s i d e n t  p r  c a p i t a  income, misrepresents  the a c t u a l  

a b i l i t y  of m n y  governments to r a i s e  revenue. &cause states t a x  

a wide range of  economic a c t i v i t i e s  o t h e r  than  the income of  t h e i r  

r e s i d e n t s ,  t h e  per c a p i t a  income measure f a i l s  to  account f o r  sources  

of revenue to which income is only p a r t i a l l y  r e l a t ed .  

I n  1982, the Commission r e c o m n d e d  t h a t  t h e  f e d e r a l  govenvnent 

cons ider  u t i l i z i n g  a broader  m a s u r e  of f i s c a l  capac i ty ,  such as the  

r e p r e s e n t a t i v e  t a x  system, t h a t  more f u l l y  r e f l e c t s  the w i d e  d iver -  

s i t y  of  revenue s o u r m s  states c u r r e n t l y  use. 

The r ep resen ta t ive  t a x  system, its des ign  and meaning as a 

measure of s t a t e  t a x  capac i ty ,  w a s  t h e  s u b j e c t  of t h e  ACIR report 

issued i n  the Spring of 1382 e n t i t l e d  Tax Capacity o f  t h e  F i f t y  



S t a t e s  : Methodology and Es t imates  (M-133 ) . The report, subsequently 

folloired by a supplement conta in ing  updated f i g u r e s  and t h e  Commission 

recommendation, examines t h e  a b i l i t y  o f  t h e  states to raise t a x e s  by 

applying a s tandard  set o f  t a x  r a t e s  a g a i n s t  24 d i f f e r e n t .  t a x  bases.  

Because t h e  same set of t a x  r a t e s  is used f o r  every  state, es t imated  

y i e l d s  vary only because of  d i f f e r e n c e s  i n  t h e  underlying t a x  bases. 

The r e s u l t  is a measurement of  " t ax  capaci ty"  us ing  what is c a l l e d  

t h e  r e p r e s e n t a t i v e  t a x  system (RTS) approach. The range of  p e r  c a p i t a  

t a x  capac i ty  as measured by t h e  RTS is extreme, Alaska ' s  being some 

t h r e e  t imes g r e a t e r  than  t h a t  o f  t h e  lmest t a x  capac i ty  state, 

P?iss i ss ippi .  

But c l e a r l y  t a x  capac i ty  is only p a r t  o f  t h e  p i c tu re .  A l s o  

r e l e v a n t  is h m  ex tens ive ly  states are us ing  t h a t  capac i ty .  One . 
i n d i c a t i o n  of that use is what ACIR calls " tax  e f f o r t . , "  a measure 

which con-pares t a x  capac i ty  to  a c t u a l  t a x  c o l l e c t i o n s .  Again, the 

v a r i a t i o n s  are g r e a t ,  from Texas which is some 37% below t h e  n a t i o n a l  

average f o r  t a x  e f f o r t  to  Hew York a t  72% above. 

The Reagan A & i n i s t r a t i o n l s  proposa l  to s h i f t  program responsi- 

b i l i t i e s  to  states and localities has  h igh l igh ted  t h e  i s s u e  of states' 

capac i ty  to assume those  programs. The a b i l i t y  o f  t h e  states to 

take  up t h e  " f i s c a l  s lack"  necessary to carry o u t  t hese  programs i n  

face of dcc l in inq  n a t i o n a l  f i n a n c i a l  suppor t  is f requen t ly  quest ioned 

i n  Washington and elsewhere. Compensating states wi th  lcrw f i s c a l  



capaci ty ,  as revealed by the r ep resen ta t ive  t a x  system, has becom 

p a r t  of the  federal ism p o l i c i e s  of groups represent ing  e l e c t e d  s t a t e  

and l o c a l  o f f i c i a l s  i n  T?ashJ.ngton. 

Regulatory Refonn. The Commission adopted a twelve-point agenda 

f o r  reforming the  ways i n  which the  f e d e r a l  government r egu la tes  s t a t e  

and l o c a l  a c t i v i t i e s .  Rased on research s h m i n g  dramatic growth i n  

f e d e r a l  intergovernmental regula t ions  over the  p a s t  15 yea r s ,  

including the  rise of new and e s p e c i a l l y  coercive types  of regula tory  

devices ,  the Commission c a l l e d  u p n  the  na t iona l  governrent to " s t r i v e  

t o  confine its regula t ion  of s t a t e  and l o c a l  govenunents... to the  

minimum l e v e l  cons i s t en t  with compelling na t iona l  i n t e r e s t s .  " Federal 

intergovernmental regula t ion  may be warranted to p r o t e c t  bas ic  p l i k i c a l  

and c i v i l  r i q h t s  , to ensure na t iona l  defense,  to e s t a b l i s h  uniform 

o r  minimum s tandards ,  to prevent  p a r t i c u l a r l y  adverse state and l o c a l  

a c t i o n s ,  or to assure  e s s e n t i a l  i n t e g r i t y  i n  t h e  use of f e d e r a l  g r a n t  

monies. Even when these  tests a r e  met, t h e  Commission warned, a c l e a r  

and convincing demonstration must be made t h a t  f e d e r a l  a c t i o n  is necessary 

and t h a t  s t a t e  and l o c a l  governments a r e  unable to address t h e  problem 

a t  hand. The Congress, t h e  Comnission f u r t h e r  recomnded , should 

f u l l y  re imburse  s t a t e s  and l o c a l i t i e s  for a l l  d i r e c t  expenses incurred 

i n  implementing new na t iona l  s t a t u t o r y  mandates. The Commission a l s o  

urged: 

o Major changes t o  coordinate k t t e r  those cross- 

c u t t i n g  regula t ions  t h a t  apply to a l l  o r  most f e d e r a l  



grants .  I n  p a r t i c u l a r ,  t he  na t iona l  government needs 

to c l a r i f y  which c rosscu t t ing  requirements apply to 

block g r a n t s  and how t h e i r  implemnta t ion  is to  be 

shared between t h e  na t iona l  government and r e c i p i e n t  

ju r i sd ic t ions .  

o The p res iden t ,  executive agencies,  and independent 

regula tory  agencies should consider  using a l t e r n a t i v e ,  

more f l e x i b l e  regula tory  means such a s  performance 

s tandards ,  s p e c i a l  provis ions  f o r  small u n i t s  of 

government, economic incen t ives ,  and compliance reforms 

i n  l i e u  of s tandard r u l e s  and regula t ions .  

I n  add i t ion ,  t h e  Commi,ssion c a l l e d  f o r  r epea l  of  c e r t a i n  

r e l a t i v e l y  new, coercive types of r egu la t ions  such as crossover 

sanc t ions  where f a i l u r e  to comply wi th  provis ions  i n  one l a w  may 

r e s u l t  i n  the loss of f e d e r a l  a i d  under o t h e r  spec i f i ed  program. 

p a r t i a l  preemption programs, t h e  Commission found, should be 

administered on a more cooperat ive basis .  Severa l  major environ- 

mental laws, including t h e  Clean A i r  A c t ,  Clean Water A c t  and 

o t h e r s ,  employ the p a r t i a l  preemption device under which m i n i r m  

f e d e r a l  s tandards  are es tab l i shed  bu t  states are a l l m d  to  adopt 

or continue to use s tandards  t h a t  are a t  least as high a s  na t iona l  

ones. 



The Commission affirrrred the  r i g h t  of s t a t e  and l o c a l  o f f i c i a l s  

t o  p a r t i c i p a t e  from the e a r l i e s t  s t a g e s  i n  developing f e d e r a l  r u l e s  

and regu la t ions  t h a t  wil l .  a f f e c t  them, and urged t h a t  a11 major 

r u l e s  k accompanied by analyses d e t a i l i n g  t h e i r  f i s c a l  and non- 

f i s c a l  impacts on s t a t e  and local governments. 

F i n a l l y ,  Commission members urged t h a t  the  na t iona l  l eg i s l a -  

t i v e ,  executive and j u d i c i a l  branches reconsider  cu r ren t  in terpre-  

t a t i o n s  of the cwnmerce and spending pagers a s  they apply t o  t h e  

newer, and more in t rus ive  forms of  na t iona l  r egu la t ion ,  such as 

p a r t i a l  preellption devices ,  c rosscu t t ing  g r a n t  requirements and 

crossover sanctions.  The Commision f u r t h e r  urged t h a t  the federa l  

jud ic ia ry  revive and expand upon t h e  p r i n c i p l e s  expressed i n  t h e  

landmark case ,  National League of  C i t i e s  v. llsery (426 U S .  833 ) , 

e s p e c i a l l y  those addressing the  "bas ic  a t t r i b u t e s  of  s t a t e  sover- 

e ign i ty"  and " i n t e g r a l  funct ions  of state government. I' I n  N I C ,  t he  

Court said t h a t  "Congress may n o t  exe rc i se  its pmer to  regu la te  

cormnerce s o  a s  t o  force  d i r e c t l y  upon the  s t a t e s  its choices a s  

to h a r  e s s e n t i a l  dec i s ions  regarding the  conduct of i n t e g r a l  qovern- 

mental functions a r e  to be made." Although the  Cour t ' s  ru l inq  

was heralded a s  a major Tenth Amendment v i c t o r y  a t  t h e  time, it has  

lacked c l a r i t y  and has been a source of confusion i n  1-r f e d e r a l  

courts .  The Court ,  i n  e f f e c t ,  f a i l e d  to provide gu ide l ines  f o r  

iden t i fy ing  i n t e g r a l  governmental operat ions.  



The ACIR study, Regulatory Federalism: Politics Processes and 

Policy, including reconouendations for reform, is in the final stages 

of corpletion and will k e  published in 1983. Throughout 1982, ACIR 

staff widely disseminated the Commission's findings and m m m n d a -  

tions stemning from this study to assist members of Congress and the 

Administration in their efforts to reduce the regulatory burden. 

State Taxation of Multinational Coprations. In December 1982, 

the Cammission found that because (1) our federal system allms 

states the widest latitude in determining their own tax structures, 

( 2 ) the judicial system provj-dcs processes for determining whether 

state tax practices conflict with constitutional standards, (3) 

business enterprises in our federal system are free to locate in 

states that provide the most congenial tax climate, and (4) there 

is no evidence that state tax practices have caused ham to the 

nation, Congress should not pass legislation limiting state tax 

practices with respect to multinational corporations or "foreign 

source" income. 

State taxation of multinational corporations has been accorded 

increasing prominence in recent years due to court decisions, state 

legislative actions, deliberations on international tax treaties 

and proposed national legislation. At the heart of the controversy 

is whether states should be allowcd to decide independently how to 

tax the income of multinational corporations. Some states currently 

apportion part of a corporation's worldwide earnings (called the 



worldwide combined reporting mthod) for tax purposes, claiming 

that such procedures are necessary to prevent corporations from 

shifting income to avoid state taxes. 

Commission research, being readied for publication in 1983, 

will join a growing body of information on this controversial state 

tax issue. It was the topic of a General Accounting Off ice report, 

and the subject of several Supreme Court cases (including a number 

still pending). Legislation on this issue was proposed in the 97th 

Congress and may well reappear in 1983. 

Implementation Activities 

The Cmission's policy implementation section encourages con- 

sideration of X I R  recomnendations for legislative and administra- 

tive action by govermnts at all levels. At the national level, 

implementation activity consists of monitoring intergovernmental 

policy decisions and transmitting Conmission recomndations to 

appropriate legislative and administrative decisionmakers. At the 

state and local level, the implementation unit provides technical 

assistance, distributes Commission publications and maintains a 

network within the 50 states to monitor fiscal and functional acti- 

vities. ACIR re~mndations for state action also are translated 

into suggested legislative language Eor consideration by state 

leqislators. In addition to its information gathering and technical 

assistance roles, the implementation section frequentl-y undertakes 



s h o r t  term study p r o j e c t s  dea l ing  with t o p i c a l  i n t e r g o v e m n t a l  

issues.  

Although the major i ty  of  these  e f f o r t s  are t h e  r e s p o n s i b i l i t y  of  the  

pliq implementation s e c t i o n ,  the  s t a f f  of both research  s e c t i o n s  a s  

we11 as the Executive Di rec to r ,  t h e  Chairman, and Commission ~nembers 

p a r t i c i p a t e  t o  varying degrces i n  implemnta t ion  e f f o r t s .  Implementation 

a c t i v i t i e s  during 1902 a r e  summarized below. 

Federal Relat ions.  Commission recommendaticrns f o r  changes a t  

the  na t iona l  l e v e l  a r e  t ransmit ted  to  t h e  Congress, t h e  P res iden t ,  

or the  heads of f e d e r a l  departments and agencies a s  appropriate.  

This  s t e p  is f requent ly  fo l laved by Congressional or execut ive  

q u e s t s  f o r  a d d i t i o n a l  ACIR involvem~nt .  Commission members and 

s t a f f  test i f  ied  be£ ore or prepared w r i t t e n  comments f o r  Congressional 

committees i n  1982 on t h e  P r e s i d e n t ' s  New Federalism proposal ,  

f e d e r a l  i n t e r g o v e m n t a l  r egu la t ion ,  0EE3 C i r c u l a r  A-95, 01.113 d a t a  

c o l l e c t i o n  r e q u i r e m n t s ,  and ACIR'S membership. 

-- New Federalism. I n  testimony before t h e  Senate Committee on 

Governmental A f f a i r s  on March 16,  s e n i o r  Commission s t a f f  members 

described ACIR research  f ind ings  and r e c o m n d a t i o n s . o n  how t o  "sort 

out" roles and r e s p o n s i b i l i t i e s  wi th in  t h e  f e d e r a l  system. Acting 

Executive Director Car l  Stenberg and A s s i s t a n t  Directors David Walker 

and John Shannon explained t h e  Cammission's views t h a t  the  na t iona l  

g o v e m n t ' s  role should be l imi ted  to those domestic a c t i v i t i e s  t h a t  



have: (1) a clear and e s s e n t i a l  n a t i o n a l  purpose; ( 2 )  a program h i s t o r y  

i n  which n a t i o n a l  i n i t i a t i v e s  and involvement have been concerted and 

predominant; and ( 3 )  heavy n a t i o n a l  funding r e l a t i v e  to state and local 

funding. They also addressed t h e  i s s u e s  of  s t a t e - l o c a l  r e l a t i o n s ,  and 

f i s c a l  d i s p a r i t i e s  among t h e  s t a t e s ,  a l l  areas i n  which the Commission 

has had a longstanding i n t e r e s t .  

I n  o t h e r  test imony,  a s  requested by t h e  J o i n t  Econmic  Committee 

( J E C ) ,  A s s i s t a n t  Director John Shannon repor ted  t h e  views of  ACIR on 

hag t h e  New Federalism proposa ls  t r i l l  a f f e c t  t h e  f inances  of s t a t e s  

and l o c a l i t i e s  ove r  the next  s e v e r a l  years .  D r .  Shannon pointed o u t  

to J E C  members t h a t  although it is d i f f i c u l t  to i n s t i t u t e  major 

changes i n  times of budgetary stress, " f i s c a l  a u s t e r i t y  both prevents  

f e d e r a l  policymakers from cons tan t ly  increas ing  t h e  number and costs 

of f e d e r a l  aid programs and f o r c e s  them to a l l o c a t e  diminished 

resources  to those  programs of g r e a t e s t  n a t i o n a l  p r i o r i t y  . " 
-- Federal  I n t e r g o v e m l e n t a l  Regulation. Pursuant  to  the 

Cammission's recommendation adopted i n  J u n e  1982 t h a t  s t a t e s  and 

localities be ~ i r n b u r s e d  f o r  t h e  costs of  complying wi th  a l l  new 

n a t i o n a l  mandates, Executive Director S. Kenneth H a ~ a r d  wrote to 

key Congressional l e a d e r s  t h a t  t h e  r e s o l u t i o n  c a l l i n g  for a balanced 

f e d e r a l  budget amendment to t h e  Cons t i tu t ion  should include a f e d e r a l  

mandate reimbursement provision.  ~ d d i t i o n a l l y  , t h e  Commission' s 



regula tory  reform agenda was t ransmit ted  under separa te  cover to  

Congressional mmbers d i r e c t l y  involved with pending regula tory  

r e f  om l e g i s l a t i o n .  

The Commission also commented on l e g i s l a t i o n  t h a t  would requ i re  

f e d e r a l  ~ g u l a t i o n  of state and local pension systems, the  s u b j e c t  

of p r i o r  Comnission study. Pending l e g i s l a t i o n  i n  t h e  97th Congress 

would have imposed f e d e r a l  r epor t ing ,  d i sc losure ,  and f iduc ia ry  

~ q u i m m e n t s  on s t a t e  and l o c a l  pension systems. I n  t h i s  connection, 

ACIR Chairman Robert Nawkins wrote to members of re levan t  Congressional 

mi ttees and the Administrat  ion express ing ACIR' s s t rong  opposi t ion  

to  f e d e r a l  regula t ion  because "such a po l i cy  rep resen t s  u n j u s t i f i e d  

and undesirable in t rus ion  i n t o  fundamental a r e a s  of  personnel and 

t h e i r  compensation. " 

-- (ME3 Circu la r  A-95. The Commission also r a i s e d  s e v e r a l  i s sues  

about the  proposal t o  replace  OElR C i r c u l a r  A-35 with a set of p o l i c i e s  

al lawing each s t a t e  and local government to  design its own intergovern- 

mental review, mmment and coordinat ion system f o r  evaluat ing  proposed 

federally-supported a c t i v i t i e s .  I n  w r i t t e n  testimony for hearings before 

the  Senate Subconanittee on I n t e r y o v e m n t a l  Rela t ions ,  ACIR noted t h a t  

while the c u r m n t  C i rcu la r  is no t  free of f a u l t s ,  t he  process its sets 

u p  is b a s i c a l l y  a soi~nd one, responsive t o  t h e  l e g i s l a t i o n  t h a t  under- 

p i n s  it (the I n t e r g o v e m n t a l  Cooperation A c t  of  1969). 



-- OE!B Data Co l l ec t ion  Requirements. The Commission commented 

favorably  on l e g i s l a t i o n  r equ i r ing  the O f f i c e  of  Management and Budget 

t o  cont inue  reports on t h e  geographic d i s t r i b u t i o n  o f  f e d e r a l  o u t l a y s  

'-- a t a s k  previous ly  performed by t h e  nag de func t  C o m n i t y  Se rv ices  

Adnin is t ra t ion .  Writ ing to t h e  r e v e l a n t  l e g i s l a t i v e  committees, t h e  

A C I R ' s  comments noted the c r i t i c a l  irportarlce of such d a t a  i n  t r ack ing  

and p r o j e c t i n g  unprecedented changes n m  t ak ing  p lace  i n  t h e  f e d e r a l  

a i d  system and i n  h igh l igh t ing  the  role o f  the  na t iona l  government 

i n  t h e  n a t i o n ' s  economy. The measure w a s  approved by Congress and 

signed i n t o  lmv by the Pres iden t  on October 15 ,  1982. 

-- ACIR's E1embership. F o l l a ~ i n g  t h e  in t roduc t ion  of  measures 

on Cap i to l  H i l l  to expand ACIR's membership to inc lude  school  board 

mmbers and r e p r e s e n t a t i v e s  of tams and t m n s h i p s  , t h e  Commission 

a t  its January meeting considered and r e j e c t e d  the idea  of  en la rg ing  

t h e  Commission. I t  d i d ,  havever, recanwnd t h a t  tcwns and t a m s h i p s  

be represented on the Commission and t h a t  Congress amend ACIR' s 

enabl ing  l e g i s l a t i o n  to  inc lude  membership o f  t hese  u n i t s  under t h e  

e x i s t i n g  l o c a l  government ca t egor i e s .  The Commission voted unanimously 

a g a i n s t  r e c o m n d i n g  t h e  inc lus ion  o f  school  board members. 

I n  respnse to  a r eques t  f o r  A C I R ' s  views by the House Subcom- 

mittee on I n t e r g o v e m n t a l  Re la t ions  and Human Resources i n  A p r i l ,  

the Commission submitted w r i t t e n  testimony r e f l e c t i n g  its p o l i c y  

adopted i n  January. The Subcorn i t t ee  he ld  hear ings  on t h i s  s u b j e c t  



and reported ou t  a h i l l  l a s t  Spring expanding the Commission's 

membership. The House passed the  measure and, a f t e r  amending i t  to  

r e f l e c t  Senate concerns, s e n t  H. R. 7173 to tho Senate. A s  t ransmit ted ,  

the b i l l  included four  new seats :  a represen ta t ive  ~ L - O I ~  small towns 

o r  t amsh ips ;  a school b a r d  member; a f e d e r a l  cour t  judge; and, a 

s t a t e  supreme cour t  judge. The House-passed b i l l  was placed on  

t h e  Senate unanimous consent calendar during the lame duck sess ion 

of the 97th Congress but  f a i l e d  t o  ga in  Senate passage. In t e rns t .  i r a  

s i m i l a r  l e g i s l a t i o n  expanding the  Ccmiss ionP  s membership is expected 

t o  resurface i n  1983. 

S t a t e  and r m a l  Relat ions,  -- The implcmntat ion process for ACIK 

recommendations d i rec ted  toward s t a t e  and l o c a l  govemnts encow 

passes a broad spectrum of a c t i v i t i e s .  A s  noted previously,  the 

major components of the s t a f f ' s  work include disseminating ACIR 

reports, responding t o  reques ts  f o r  information and ass i s t ance ,  

monitoring cur ren t  events ,  o f f e r i n g  testimony before ley  i s l c t i v e  

c m i  ttees and study conmniss ions, and working with poliqmaicers 

i n  s p e c i f i c  s t a t e  and l o c a l  ju r s id ic t ions ,  Given tl?e central 

Consti tut ional .  and s t a t u t o r y  pos i t ions  of  t h e  s t a t e s  i n  t h e  a r e a  

of s t a te - loca l  r e l a t i o n s ,  and the l imi ted  a v a i l a b i l i t y  of staff , the 

prinlary focus of ACIH's work is a t  the  s t a t e  l e v e l ,  with p a r t i c u l a r  

a t t e n t i o n  d i rec ted  twarcl  s t a t e  l e g i s l a t i v e  a c t i v i t i e s .  

The = n t r a l  co~rponcnt of ACIR's s t a t e  l e g i s l a t i v e  work is its 

S t a t e  Leg i s la t ive  Program that incorporates web1 o v e r  400 model 



b i l l s  deal ing with state and local government s t r u c t u r a l ,  f i n a n c i a l ,  

and funct ional  a c t i v i t i e s .  These proposals  are made ava i l ab le  to 

governors, s t a t e  l e g i s l a t o r s ,  s t a t e  adminis t ra tors ,  local o f f i c i a l s  , 

and t h e i r  advisors,  ACIR also d i s t r i b u t e s  these mater ia l s  to and 

seeks support f o r  its reconmendations f roan various nat ional  organi- 

za t ions  of s t a t e  and l o c a l  o f f i c i a l s ,  and state municipal leagues 

and county associat ions.  I n  add i t ion ,  ACIR works with c i t i z e n s  

groups, businesses,  profess ional  and l abor  organizat ions ,  taxpayers'  

leagues,  bureaus of government research,  academic i n s t i t u t i o n s ,  

and o t h e r  pub l i c  and p r i v a t e  i n t e r e s t  groups appropriate. For 

exarrple, i n  e a r l y  1982, an "Action Guide" e n t i t l e d  "State-Local 

Relations: An Agenda f o r  the  Eighties" was developed and widely 

d i s t r i b u t e d  t o  provide s t a t e  and local executive and l e g i s l a t i v e  

policymakers with ACIR' s suggested l e g i s l a t i o n  and wi th  summaries 

of p e r t i n e n t  C m i s s i o n  s tudies .  

Monitoring and Implementation - The s t a t e  monitoring and imple- 

mentation program has  four primary goals: providing technical  and 

o t h e r  a ss i s t ance  to state and l o c a l  policymakers regarding cur ren t  

l e g i s l a t h  and pol icy  issues;  d iscuss ing cur ren t  and emerging in te r -  

governmental i s sues  with key executive and l e g i s l a t i v e  branch repre- 

s e n t a t i v e s ,  and, where p r a c t i c a l ,  with local govemnent o f f i c i a l s ;  

expanding ACIR's contacts  i n  the s t a t e s ;  and, providing ass i s t ance  to  

on-going ACIR research and implementation p r o j e c t s  and a c t i v i t i e s .  



S i g n i f i c a n t  i n t e r g o v e m n t a l  d e v e l o p n t s  throughout t h e  country 

a r e  follcwed by ACIR s t a f f  and reported regu la r ly  i n  the  "Intergovern- 

mental Focus" s e c t i o n  of  Intergovernmental Perspective.  The Winter 

1983 i s sue  of  Perspect ive ,  the  i s sue  t h a t  annually reviews important 

intergovernmental d e v e l o p e n t s ,  w i l l  discuss:  the  1982 e l e c t i o n  r e s u l t s ,  

p a r t i c u l a r l y  the  r e s u l t s  of referenda and i n i t i a t i v e s  on t h e  November 

b a l l o t ;  e f f o r t s  to s t rengthen intergovernmental consultat i -on and cooper- 

a t i o n ;  d ive r se  s t a t e  use of block g r a n t  and o t h e r  f e d e r a l  monies; taxing 

and spending trends;  and l o c a l  s t r u c t u r a l  changes. 

Block Grant Inplementation. ACIR s t a f f  continues to watch t r ends  

and i s s u e s  i n  block g r a n t  irrplementation, e s p e c i a l l y  how s t a t e s  are 

a l l o c a t i n g  block g r a n t  funds; the  e f f e c t  of  f e d e r a l  a i d  cu t s ;  and pro- 

cedura l  and regula tory  changes s t a t e s  make implementing block grants ;  

and execut ive- legis la t ive  r e l a t i o n s  and cour t  decis ions .  

The nine block g r a n t s  passed i n  1981 and t h e  job t r a i n i n g  b i l l  

adopted i n  1982 a r e  important e f f o r t s  a t  decen t ra l i z inq  governmnt. 

S t a t e s  w i l l  have to  determine t h e  appropr ia te  roles f o r  governors, 

l e g i s l a t u r e s ,  and adminis t ra t ive  agencies ,  i n  making program 

dec i s ions  involving the  a l l o c a t i o n  of s c a r c e r  resources  among 

competing i n t e r e s t s ,  p inpoint ing  intergovernmental i s s u e s  t h a t  need 

f u r t h e r  s tudy,  and resolv ing c o n f l i c t s .  A s  t h e  number o f  f e d e r a l  

d o l l a r s  dec l ine  r e l a t i v e l y ,  s t a t e  l e g i s l a t u r e s  w i l l  need to review 

the  l i m i t s  t h a t  have been imposed on l o c a l  governments' revenue- 



r a i s i n g  capaci ty ,  the f i s c a l  impact of  state mandates, and the need 

f o r  g r e a t e r  autonomy among sub-state g o v e m n t a l  un i t s .  These i s s u e s  

represent  the  very core of  A C I R ' s  s t a t e - loca l  r e l a t i o n s  agenda. 

I n  addi t ion  t o  t racking the  d e v e l o p n t  of s t a t e  responses, 

ACIR worked with t h e  OFF3 I n t e r g o v e r m n t a l  A f f a i r s  Division i n  its 

e f f o r t s  t o  assist s t a t e s  with block g r a n t  t r a n s i t i o n  and implemcnta- 

t i o n  a c t i v i t i e s .  ACIR continues to work wi th  OIm and its " s t a t e  

information network" to he lp  keep s t a t e  and l o c a l  o f f i c i a l s  a b r e a s t  

of developmnts  i n  block g r a n t  implementation. S t a f f  also worked 

with the General Accounting Off ice i n  its continuing s t u d i e s  of 

block g r a n t s ,  a s  well as with t h e  Administrat ive Conference of the  

United S t a t e s  i n  its examination of the l e g a l  a spec t s  of block 

grants .  

S t a t e  ACIRs. The enactment of  the block g r a n t s ,  the  continuing 

debate surrounding t h e  Pres ident  ' s f e d e r a l  i s m  reform i n i t i a t i v e s ,  and 

the  renewed i n t e r e s t  i n  " so r t ing  out" funct ions  between l e v e l s  of 

government have helped focus a t t e n t i o n  on s t a t e  ACIRs and s i m i l a r  

kinds of  s t a t e - loca l  advisory bodies. During 1982, s t a f f  worked with 

t h r e e  s t a t e s  - Washington, Iowa and Georgia - t h a t  c rea ted  advisory 

groups, and wi th  s e v e r a l  s t a t e s  i n  t h e  process of e s t a b l i s h i n g  som 

t - p e  of i n t e r g o v e m n t a l  organizat ion.  

The c rea t ion  of  an l a v a  ACIR w a s  a high l e g i s l a t i v e  p r i o r i t y  of  

Governor Robert Ray and of  the l o c a l  government a s soc ia t ions  wi th in  t h a t  



s t a t e .  The new panel  serves  a s  a vehic le  f o r  formal c o m n i c a t i o n s  

among state and local o f f i c i a l s .  The Washington ACIR, crea ted  by 

executive o rder  i n  May, had as its f i r s t  t a sk  reviewing new federal ism 

i n i t a t i v e s  and assess ing t h e i r  e f f e c t s  upon the  S ta te .  The Georgia 

Conmission on S t a t e  G r m t h  Pol icy  was es tab l i shed  by s t a t u t e  and 

w i l l  k g i n  operat ion i n  January 1383. I t  w i l l  serve a s  a forum to  

d i scuss  intergovenvnental problems, grcwth and developnent , service 

de l ive ry ,  urban-rural r e la t ionsh ips  and equ i ty  issues.  I n  add i t ion  

to these  new organizat ions ,  ACIR s t a f f  maintains a s t rong  working 

r e l a t i o n s h i p  with the o l d e r  and w e l l  e s t ab l i shed  state ACIB and 

o t h e r  advisory groups. Nearly hal f  of the  50 s t a t e s  now have a 

s t a t e  ACIR or comparable s t a te - loca l  advisory organization. 

Implementation Research 

S t a t e  Urban policy. A s  p a r t  of a IWPfunded p r o j e c t ,  ACIR 

s t a f f  prepared and disseminated the 1981 r e p o r t  on The S t a t e s  and 

 ist tressed C m u n i t i e s .  Addi t ional ly ,  a d r a f t  copy of the  1982 

volume was completed with publ ica t ion scheduled f o r  sp r ing  1983. 

The repor t  surveyed the a c t i o n s  of the  50 states i n  a s s i s t i n g  t h e i r  

l o c a l  g o v e m n t s  i n  f i v e  pol icy  areas:  housing, community develop- 

ment, economic development, f i s c a l  reform, and l o c a l  se l f -help  

author iza t ions .  



The f i n a l  year of t h i s  p r o j e c t  w i l l  survey s t a t e  a c t i o n s  f o r  

1983, provide an  a n a l y s i s  of  t r ends  i n  state d e v e l o p e n t  programs, 

and develop d r a f t  l e g i s l a t i o n  f o r  t a r g e t i n g  state a i d  to d i s t r e s s e d  

c m u n i t i e s .  

Pub l i ca t ions  and P resen ta t ions  

S t a f f  members have p a r t i c i p a t e d  i n  n a t i o n a l  meetings and workshap 

s e s s i o n s  of the PJational Governors ' Associa t ion ,  Nat ional  Conference 

of S t a t e  L e g i s l a t u r e s ,  PJational Associa t ion  of Counties ,  U.S. Conference 

of Mayors, and Nat ional  League of C i t i e s  as w e l l  as s e w i n g  a s  speakers  

f o r  annual meetings of  numerous s t a t e  o rgan iza t ions  represent ing  

municipal and county o f f i c i a l s .  

During 1982, the Commission published e i g h t  r e p o r t s ,  t h r e e  i s s u e s  

o f  Intergovernmental Perspective and one " In  Br ief .  " Of  the r e p o r t s ,  

three contained po l i cy  recamendat ions  and f i ve  were informational .  

The I n  n r i e f  summarized t h e  Commission's work on state and local 

roles i n  the f e d e r a l  system. 

Current  and Future A c t i v i t i e s  

A C I R ' s  c u r r e n t  and f u t u r e  research agenda r e f l e c t s  the complexity 

of o u r  i n t e r g o v e r m n t a l  system. The n i x t u r e  of long- and short- term 

projects reflects the continuing e f f o r t  to produce q u a l i t y ,  indepth 

research  while  a l s o  providing more immediate information on t imely 

i n t e r g o v e m n t a l  t r ends  and d e v e l o p e n t s .  



I n  1983, the Commission w i l l  i s s u e  its research  f ind ings  and recorn- 

mendations £ran two major s tudies :  f e d e r a l  r egu la t ion  of state and 

local governments and state t axa t ion  of  r m l t i n a t i o n a l  corpora t ions  (see 

s e c t i o n  on "completed work" f o r  a d e s c r i p t i o n  of  these  two s t u d i e s ) .  

Continuing research  expected to near  or reach completion t h i s  yea r  

includes s t u d i e s  on the  i n t e r g o v e m n t a l  dimensions of  local j a i l s ,  

f inancing mass t r a n s i t  i n  t h e  1980s and states as middlemen i n  the  

f e d e r a l  s y s  tern. 

Because 1982 w a s  a yea r  when s e v e r a l  of  t h e  Comiss ion ' s  major 

research  undertakings were completed, a nLlmber of  new p r o j e c t s  w i l l  be 

i n i t i a t e d  during 1983. A s  of January,  s t a f f  work had a l ready begun 

on t w o  indepth s tud ies :  f e d e r a l  t a x  policies and t h e i r  e f f e c t s  on s t a t e  

and local governrents  and problems i n  f inancing t h e  n a t i o n ' s  pub l i c  

physica l  in f ras t ruc tu re .  A t h i r d  study on p l i t i c a l  p a r t i e s  and 

their role i n  the  f e d e r a l  system w i l l  he underway shor t ly .  The Commission 

a l s o  expects  to under take  work on s p e c i f i c  state-local i s s u e s  such 

as revenue d i v e r s i f i c a t i o n .  

S p e c i f i c  A c t i v i t i e s .  Tracking i n t e r g o v e m n t a l  f i s c a l  t rends  

continues to be a high p r i o r i t y  f o r  the  ACIR. S i g n i f i c a n t  Features 

of F i sca l  Federalism, the  Commission's annual compendium of c h a r t s ,  

t a b l e s  and graphs on f e d e r a l ,  s t a t e  and local taxing and spending, 

w i l l  be published again i n  1983. S t a f f  w i l l  also update t h e  Repre- 

s e n t a t i v e  Tax System, the  composite index shalring s t a t e  f i s c a l  capaci ty ,  

and w i l l ,  f o r  t h e  f i r s t  time, provide a similar index f o r  about 65 



metropoli tan areas.  A C I R ' s  p o l l  on p u b l i c  a t t i t u d e s  tcwards t axes  

and government spending w i l l  he conducted f o r  t h e  1 2 t h  consecutive 

y e a r ,  with the r e s u l t s  issued next f a l l .  

A s  has been t h e  case over much of the Comiss ion ' s  h i s t o r y ,  

considerable a t t e n t i o n  w i l l  be paid to s t a t e  governments, t h e i r  

i n s t i t u t i o n a l  and procedural arrangements, and t h e i r  r e l a t ion-  

s h i p s  with cities, count ies ,  towns and t a m s h i p s .  ACIR will be 

i s su ing  a major study on s t a t e  roles i n  t h e  f e d e r a l  system, an  

expansion of previous research on t h e  s t a t e s  t h a t  appeared i n  a 

chapter  of S t a t e  and Local Roles i n  the  Federal System. On a 

r e l a t e d  topic, ACIR s t a f f  w i l l  a l s o  be surveying localities to  

determine the e x t e n t  to which they a r e  t r a n s f e r r i n g  funct ions  t o  

o t h e r  j u r i s d i c t i o n s ,  en te r ing  i n t o  i n t e r l o c a l  agreements, and 

contrac t ing  ou t  to p r i v a t e  providers  f o r  pub l i c  services .  

r a a l  J a i l s .  Under a g r a n t  from t h e  National  I n s t i t u t e  of  

Correc t ions  ( p a r t  of the Bureau of  Pr isons  wi th in  the U.S. Depart- 

ment of J u s t i c e ) ,  ACIR is studying the intergovernmental a spec t s  

l o c a l  j a i l s .  P a r t  of the  research is a survey of the 50 state 

departments of cor rec t ions  to determine: 

1. whether and how s t a t e s  subs id ize  t h e i r  l o c a l  co r rec t ions  

f a c i l i t i e s ;  

2. s t a t e  e f f o r t s  t o  set standards for l o c a l  j a i l s ;  and, 

3.  state o f f i c i a l s '  perception of  the l o c a l  j a i l  problem 

and what can be done to correct it i f  one e x i s t s .  



~ecommendations stemning from this study, entitled Jails: Inter- 

governmental Dimensions of a Local Problem, will be considered by the 

Cmission next s m r .  Part of the Commission's task will be to look 

at the national government's role in local jails, including the effect 

of federal court orders on local jail practices and facilities. 

Financing Mass Transit. ACIR will continue its study on financing 

mass transit in the 1980s under contract with the U. S.. Urban Mass 

Transportation Administration. ACIR will analyze multi-jurisdictional 

financing arrangemnts and transit decisionmaking in metropolitan 

areas. A cross section of metropolitan areas will be surveyed as part 

of this study. 

Intergovernmental Implications of Federal Tax Policy. ACIR will 

investigate the effect that future federal tax changes m y  have on state 

and local governments. The Econmic Recovery Tax Act of 1981, the - Tax 

iscal Responsibility Act of 1982 and the Surface Transportation 

Assistance Act of 1982 are three recent examples where changes in 

federal taxes seriously changed state and local revenue pictures. The 

federal level's apparent need for additional tax revenue will be placed 

in an intergovernmental context, accounting both for national tax 

policy considerations and state-local concerns such as their ability to 

borrow funds and levy their am taxes. Staff will report to the 

Cmission as research progresses. 

Intergovermcntal Aspects of Financing Investments in Public 

Physical Infrastructure. Infrastructure certainly kcame the "cmrd 
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of t h e  year" i n  i n t e r g o v e m n t a l  circles. Even a cursory examination 

of the i n f r a s t r u c t u r e  ques t ion  revea l s  its complexity. The ACIR 

s tudy w i l l  Eocus on its intergovernmental a spec t s ,  p a r t i c u l a r l y  t w o  

key questions: 

o What changes should be made i n  d i r e c t  f e d e r a l  

f inancing of  s t a t e  local pub l i c  investments 

through grants-in-aid? 

o Should t h e r e  be a major change i n  the i n d i r e c t  

f e d e r a l  role i n  f inancing s t a t e - loca l  investments 

i n  physica l  i n f r a s t r u c t u r e  ( i n  t h e  t a x  exempt bond 

mechanism, f o r  example). 

ACIR s t a f f  w i l l  a t tempt to examine t h e  nature  of  t h e  inf ra-  

s t r u c t u r e  f inancing problem; what is c u r r e n t l y  being done about 

it; reg iona l  d i f ferences ;  and t h e  na t iona l ,  s t a t e ,  and local r o l e s  

i n  f inancing investments i n  pub l i c  c a p i t a l  f a c i l i t i e s .  

P o l i t i c a l  Pa r t i e s .  Often overlooked i n  d iscuss ions  about 

American federal ism are the roles o f  p o l i t i c a l  parties. Tradi- 

t i o n a l l y  the "brokers" of federal ism, p o l i t i c a l  p a r t i e s  have 

diminished i n  s ign i f i cance  i n  recent  years. ACIR w i l l  s tudy hcw 

they are performing, p a r t i c u l a r l y  a t  t h e  s t a t e  l e v e l ,  and haw they 

can be s tmngthened,  i f  necessary. 

I n t e r l o c a l  Agreements and Transfers  o f  Functions. The ACIR 

has accepted a g r a n t  from the U.S. Department o f  Housing and Urban 

D e v e l o p n t  to study the  cu r ren t  s t a t u s  of c i t y  and county t r a n s f e r s  

of funct ions  to o t h e r  j u r i s d i c t i o n s  and t h e i r  use of i n t e r l o c a l  



sewice agreements and contacts .  The study w i l l  bu i ld  upon research 

conducted i n  the e a r l y  seven t i es  t h a t  included a survey of s m  5,900 

munic ipal i t ies  and 3,047 counties.  ACIR w i l l  again  survey local 

governments so t h a t  p a t t e r n s  of i n t e r l o c a l  t r a n s f e r s  and agree- 

ments can be discerned. A s  p a r t  of the  p r o j e c t ,  ACIR w i l l  a l s o  

explore the  l e g a l ,  p o l i t i c a l  and o t h e r  b a r r i e r s  +hat serve to 

l i m i t  t he  wider use of these  intergovernmental mechanisms. 

Chanses Within the  Commission and S t a f f  

During 1982 the re  was a complete change i n  the  top  leadership  

of ACIR. I n  June,  Robert Hawkins became the  s i x t h  chairman i n  t h e  

h i s t o r y  of ACIR, replac ing Secre tary  of  I n t e r i o r  Jams Watt who 

remained on the  Comnission. A p r i v a t e  c i t i z e n  mmber of the  

C m i s s i o n  s ince  June 1981, D r .  IIawkins is pres iden t  of the  Sequoia 

I n s t i t u t e  i n  Sacramento, California.  

The ACIR a l s o  has a new Executive Director. S. Kenneth Howard 

replaced Wayne F. Anderson i n  March. Ravard became the  four th  

person t o  hold the  pos i t ion  s ince  the  Commission began i n  1859. H e  

came t o  Washington from Madison, Wisconsin where he was t h a t  S t a t e ' s  

Budget and Planning Director. 

R e t i r e ~ n t s  and c a r e e r  oppor tuni t ies  take  t h e i r  normal to l l  

among the  permanent s t a f f .  I n  1982, however, f i s c a l  n e c e s s i t i e s  

forced adddi t ional  turnovers. When a l l  of  these  f a c t o r s  were 



combined, 25% of the persons on the staff at the time of last year's 

annual report are no longer with the Commission. 

Although the Commission itself always has relatively high turn- 

over it was unusually high during 1982, including the retirement of 

the only person to serve on the Commission since its inception, 

Congressman 1,. I I .  Fountain of North Carolina. In short, 1982 was a 

year of transition for ACIR. In spite of these many changes in staff 

and Comission membership, a great deal was accomplished, both in 

terms of completing major research projects and in selecting and 

initiating new undertakings. 
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Same1  R. P ie rce ,  Jr. , Secre tary  of the Department 
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James G. Watt, Secretary of t h e  Department 
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Lamar Alexander, VICE CHAIWWJ, Tennessee ( ~ e p .  ) 
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Fores t  11. James, J r .  , Alabama (mm. ) 
Richard A. Sne l l ing  , Vermont (Rep. ) 
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Richard G. Hatcher, Gary, ~ n d i a n a  (Dem. ) 
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S t a t e  Leg i s la to r s  
R o s s  0. Dayen, Pres ident ,  Kansas S t a t e  Senate ( ~ e p .  ) 
David 13. ?Cthing,  Majority Leader, North Dakota 

S t a t e  Senate (Rep.  ) 
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Elected County O f f i c i a l s  
G i l b e r t  B a r r e t t ,  Chairman of the Board, 

Dougherty County, Georgia (Dem. ) 
W i l l i a m  J. Murphy, County Executive, 

Rensselaer County, New York (Rep. ) 
P e t e r  Schabarum, Los Angeles County, Ca l i fo rn ia  

Board of Supervisors ( R e p . )  
Board of Supervisors (Rep.) 
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~inancial Support 

From its inception, the Commission has been financed primarily 

from Congressional appropriations but has generated some add it ional 

income from state or local government contributions and from grants 

to support specific research or other projects. The Commission 

received about $178,482 in fiscal 1982 in contributions, honoraria, 

and reimbursements. 

In 1977, ACIR, on the basis of its discussions with the Off ice 

of Management and Budget and the House and Senate Appropriations 

Cmittees, finalized the reinstatcmnt of its program of soliciting 

contributions for state governments. The sixth year (1982) of the 

reswd solicitation program generated 21 state contributions totaling 

$57,512. 

As a matter of Comnission policy, all state, local and mis- 

cellaneous contributions are used to supplement and strengthen 

ACIR services to state and local government. The grant and con- 

tract funds from other federal agencies are used for consultants, 

temporary personnel, and publication costs to carry out specific 

research projects. The Commission approves the acceptance of all 

such funds. 
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S a l a r i e s  and Expenses Statement 

Object C lass i f i ca t ion  

Personnel Cornpensat ion 

Personnel Renef i ts 

Benef i t s  f o r  Former Personnel 

Travel  and Transportat ion of  Persons 

Transportat ion of Things 

Standard Level User Charges 

C o m n i c a t i o n s ,  Utilities & Other Rent 

P r in t ing  and Reproduction 

Other Services  

Supplies and ! laterials  

To ta l  Obligations 

FY 1982 
Acual 

FY 1983 
Estimated 
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pub l i ca t ions  

Reports Published i n  1982 

Reducing Unemphymnt: Intergovernmental Dimensions of 
a f.Jational Problem 

S t a t e s  and Local Roles i n  t h e  Federal System 

Payments i n  Lieu of  Taxes on m d e r a l  R e a l  Property 
Appendices 

A Catalog of  E d e r a l  Grant-in-Aid Programs to S t a t e  and 
Local Governments: Grants  Funded FY 1981 

Tax Capacity of the F i f t y  S ta tes :  Methodology and Estimates 

The S t a t e s  and Dis t ressed Communities 
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