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Although t h e  Reagan Adminis t ra t ion ' s  "Rig Swap" New Federal ism proposa l  

was placed on t h e  l e g i s l a t i v e  backburner dur ing  1983, a k ind  of "de f a c t o  

new federa l i sm"  was t ak ing  hold a c r o s s  t h e  count ry-  In s t ead  of a n t i c i p a t i n g  

a massive i n f u s i o n  of new a i d  programs from Washington, most s t a t e s  and 

l o c a l i t i e s  emphasized s e l f - r e l i a n c e  t o  weather  t h e  r e c e s s i o n  and t h e  s e r v i c e  

reduc t ions  and readjustments  i t  induced. By t h e  end of t h e  y e a r ,  state- 

l o c a l  f i s c a l  d i s c i p l i n e  was showing r e a u l t s ,  prompting a cau t ious  optimism 

among those  concerned about t h e  f u t u r e  e f f e c t i v e n e s s  of our  f e d e r a l  system. 

OVERVIEW 

Decen t r a l i z ing  t r ends  ev iden t  i n  1983 tapped themes r e c u r r e n t  through- 

ou t  t he  h i s t o r y  and work of t h e  Advisory Commission on Intergovernmental  

Re la t i ons .  I n  p a s t  y e a r s ,  a l though many doubted t h e  s t a t e s '  a b i l i t y  t o  per- 

form t h e i r  va r i ed  t a s k s  i n  modern t imes,  t h e  Commission doggedly t r acked  

t h e i r  p rogress  and looked f o r  new ways t o  improve s t a t e  i n s t i t u t i o n s  

and procedures.  A C I R ' s  l a t e s t  r e sea rch ,  The S t a t e s  Transformed: Expanded 

Roles ,  New c a p a b i l i t i e s ,  ' shows t h a t  today '  s states a r e  more r e p r e s e n t a t i v e ,  

more responsive,  more a c t i v i s t  and more p r o f e s s i o n a l  i n  t h e i r  ope ra t i ons  

t han  e v e r  before .  Following i t s  review of t h i s  s tudy  i n  1983, t h e  Com- 

mission found t h a t  s t a t e s  a r e  i n  r e a l i t y  a s  w e l l  a s  by c o n s t i t u t i o n a l  de- 

eign " p i v o t a l  a c t o r s  I n  our  f e d e r a l  syeCem." 



Improved s t a t e  governance does no t ,  h w e v e r ,  a s s u r e  f u t u r e  e f f e c t i v e n e s s ,  

The Commission t h e r e f o r e  c a l l e d  upon s t a t e  l e a d e r s  t o  recognize tha.t  t h e i r  

l e ade r sh ip  is  necessary " i f  f u t u r e  p u b l i c  po l i cy  chal1.enges a r e  t o  be suc- 

c e s s f u l l y  surmounted." Among t h e  most important cha l lenges  l i k e l y  t o  f a c e  

s t a t e s  i n  t he  yea r s  ahead i s  t h e i r  r o l e  i n  he lp ing  communities, people ,  

and bus inesses  i n  need. Capping a four-year s tudy  on t h e  S t a t e s  and 

M s t r e s s e d  Communities, t h e  Commission i n  December of l a s t  y e a r  urged t h e  

states t o  t a k e  a c a r e f u l  look a t  coo rd ina t ing  programs and t a r g e t i n g  as- 

s i s t a n c e  t o  those  people and p l aces  t h a t  need them the most. The Commission 

recognized tha t .  s i n c e  1980 when i t  f i r s t  began t h i s  s tudy ,  t h e  na tu re  and 

e x t e n t  of d i s t r e s s  had changed. S t r u c t u r a l  changes i n  t h e  economy have 

caused d i s t r e s s  where once i t  d id  not e x i s t .  Recession has  deepened problems 

i n  a l r eady  t roubled  communities. Decl ining f e d e r a l  a s s i s t a n c e  f o r  economic 

development g ives  s t a t e s  a d d i t i o n a l  impetus t o  address ,  t h e  mu l t i f ace t ed  

problems a s soc i a t ed  w i th  d i s t r e s s ,  such a s  p l a n t  c lo s ings  and worker d i sp lace-  

ment. (See s e c t i o n  on completed work f o r  a f u l l e r  d i s c u s s i o n  of ACIR's 

recommendations'. ) 

Although much of t h e  Commission's a t t e n t i o n  and work throughout 1983 

were concerned wt th  t h e  states and t h e i r  r e l a t i o n s h i p s . w f t h  l o c a l  govern- 

oen t s ,  t h e  f e d e r a l  government's r o l e  and a c t i v i t i e s  were not ignored,  

ACIR s t r o n g l y  reaf f i rmed i t s  suppor t  f o r  t h e  General Revenue Sharing (GRS) 

program and c a l l e d  upon Congress t o  r e s t o r e  s t a t e  pa r t . i c ipa t ion ,  t o  make 



i 

t he  program permanent, and t o  compensate f o r  the  amount l o s t  due t o  

i n f l a t i o n ,  ACIR s t a f f  members were asked t o  expla in  how t h e  Representat ive 

Tax System, a comprehensive measure of s t a t e  t a x  capacity,  could replace  

the  per  c a p i t a  income measure of s t a t e  t a x  wealth current ly  i n  t h e  GRS 

formula. Congress d id  not make the  s u b s t i t u t i o n  but ca l l ed  upon t h e  U S ,  

Treasury Department, i n  consu l t a t ion  with the  ACIR,  t o  examine poss ib le  

use of the  RTS measure i n  f u t u r e  reauthor iza t ions  of the  program. 

It was j u s t  a s  important f o r  t h e  Commission i n  1983 t o  say what 

Congress should - not do a s  i t  was t o  say what ac t ions  were des i rab le .  

Spec i f i ca l ly ,  t h e  Commission p a r t i c i p a t e d  i n  a s p e c i a l  review of the  i s s u e s  

surrounding s t a t e  use of the  un i t a ry  t a x  t h a t  was chaired by t h e  Secre tary  

of the  Treasury. The ACIR contended t h a t  such use should - not be l e g i s l a t i v e l y  

r e s t r i c t e d  by Congress, Also, heeding i t s  own c a l l  t h a t  f e d e r a l  intergovern- 

mental regula t ions  be less i n t r u s i v e  and more f l e x i b l e .  t h e  Commission 

worked c lose ly  with members of Congress t o  develop l e g i s l a t i o n  implementing 

these  ideas.  

Large and growing f e d e r a l  d e f i c i t s  undoubtedly shaped t h e  Commission's, 

a s  w e l l  a s  the  na t ion ' s ,  views on increased f e d e r a l  spending, I n  i ts  

review of a l t e r n a t i v e  f inancing methods f o r  building,  r epa i r ing ,  and main- 

t a i n i n g  the  nat ion ' s  publ ic  physical  i n f r a s t r u c t u r e ,  the  Commission could 

not envision l a rge ,  new f e d e r a l  intergovernmental programs. Ins tead ,  t h e  

Commission s a i d  t h a t  the  " in f ras t ruc tu re  problem, " although s e r i o u s ,  was 



probably manageable u s ing  e x i s t i n g  f i nanc ing  mechanisms and t h a t  a d d i t i o n a l  

new monies f o r  c a p i t a l  f a c i l i t i e s  would have t o  come p r imar i l y  from s t a t e  

o r  l o c a l  sou rces ,  a t  least f o r  t h e  next few years .  

The Commission cons t an t ly  t r i e s  t o  promote balance i n  our  f e d e r a l  

system. Because power has  g r a v i t a t e d  t o  t h e  n a t i o n a l  l e v e l  over  t h e  p a s t  

20  yea r s .  t h e  cu r r en t  t r end  toward d e c e n t r a l i z a t i o n  can be s een  as s a l u t a r y .  

Caveats remain, however. A s  t h e  "umpire" of t h e  f e d e r a l  system, t h e  c o u r t s '  
I 

r o l e  i s  c r i t i c a l .  For t h a t  reason,  t h e  ACIR pa id  cons iderab le  a t t e n t i o n  

t o  t h e  j u d i c i a r y  a s  i t  d e a l t  w i th  such i s s u e s  a s  e s t a b l i s h i n g  s t anda rds  

f o r  l o c a l  ja i ls ,  s e t t i n g  wage and hour r u l e s  f o r  mass t r a n s i t  workers,  

l o c a l  governmentst exposure t o  f e d e r a l  a n t i t r u s t  laws and main ta in ing  

a n  o v e r a l l  balance under t h e  Cons t i t u t i on .  Each of t he se  t o p i c s  w i l l  

be d i scussed  i n  l a t e r  s e c t i o n s .  

I n  a d d i t i o n ,  1983 was a  y e a r  when t h e  Commission undertook major new 

re sea rch  p r o j e c t s .  A s  t h e  s e c t i o n  on cu r r en t  work r e p o r t s ,  e i g h t  new re- 

sea rch  s t u d i e s  were begun t h i s  p a s t  y e a r  w i t h  scheduled completion d a t e s  

i n  1984. These s t u d i e s  range from examining broad t r e n d s  -- as i n  t h e  

n a t i o n a l i z a t i o n  of p o l i t i c a l  p a r t i e s  o r  l o c a l  revenue d i v e r s i f i c a t i o n  -- 
t o  h igh ly  s p e c i f i c  t o p i c s  on, f o r  example, municipal f i n a n c i a l  emergencies. 

The ACIR Approach 

ACIR i s  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  1958 t o  monitor t h e  intergovernmental  e y s t m  and t o  make recommendations 



f o r  change. Because i t  represents  the  executive and l e g i s l a t i v e  branches 

of a l l  three  l e v e l s  of government and because of i t s  s t a t u s  a s  a per- 

manent, independent commission, ACIR can encourage and a s s i s t  executive 

and l e g i s l a t i v e  branches of f e d e r a l ,  s t a t e ,  and l o c a l  governments t o  con- 

s i d e r  and implement i t s  recommendations, 

The work of the  Commission flows i n  th ree  s tages :  s t a f f  research 

undertaken a t  the  d i r e c t i o n  of the  Commission; policymaking by the  

Commission; and, e f f o r t s  by the  Commission and i t s  s t a f f  t o  g e t  t h e  Com- 

mission's policy recommendations adopted by others.  

The Commission determines i t s  own research agenda, basing i t s  choices 

on the  members' wide-ranging experiences, observations,  and contacts  a s  

well  a s  on s t a f f  evaluations of the  a l t e rna t ives .  Once a t o p i c  i s  se lec ted ,  

s t a f f  ga thers  information by a va r ie ty  of methods including l i b r a r y  re- 

search,  commission hearings,  s p e c i a l  surveys, and f i e l d  s tud ies ,  

To assure  t h a t  a l l  relevant  aspects  of each subject  a r e  r e f l e c t e d  

i n  the  f indings and background sec t ions  of a r epor t ,  the  s t a f f  conducts 

" th inkers '  sessions" a t  the  beginning of a research projec t  t o  help  def ine  

i t s  scope and approach. " C r i t i c s 1  sessions" a r e  scheduled near t h e  comple- 

t i o n  of a p ro jec t  t o  minimize e r r o r s  of omission o r  b ias  i n  t h e  d r a f t  

prepared f o r  the  Commission. Pa r t i c ipan t s  i n  these  sess ions  usual ly  in- 

clude Congressional s t a f f  members, representa t ives  of appropriate government 

agencies,  public i n t e r e s t  groups1 spokespersons, members of t h e  academic 

comnunity, s p e c i a l i s t s  i n  the  substant ive  a rea  of the  repor t ,  and repre- 

sentatives of re levant  c i v i c ,  labor ,  research,  and business associa t ions .  



Background information and f ind ings  a r e  presented t o  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  pol icy opt ions ,  

The C o d s s i o n  debates  the  r epor t  a t  a  pub l i c  meeting and votes  on po l i cy  

recommendations. Subsequently, t h e  r epor t  i s  widely disseminated, ap- 

p r o p r i a t e  recommendations a r e  t r a n s l a t e d  i n t o  d r a f t  s t a t e  l e g i s l a t i o n  

o r  Congressional b i l l s ,  and implementation work proceeds. 

The Commission recognizes t h a t ,  a s  a  permanent body, i t s  mandate 

is not merely t o  study the  opera t ions  of t h e  f e d e r a l  system, but  t o  

seek t o  improve them. The Commission be l ieves  t h a t  i t  should be measured 

l a rge ly  by i t s  a c t u a l  achievements i n  br inging  about improvements i n  t h e  

r e l a t i o n s h i p  between the  na t iona l ,  s t a t e ,  and l o c a l  governments. For 

t h a t  reason, i t  devotes  a  s i g n i f i c a n t  sha re  of i t s  resources t o  en- 

couraging and f a c i l i t a t i n g  cons ide ra t ion  of i t s  recommendations by govern- 

ments a t  a l l  l e v e l s ,  us ing  d r a f t  l e g i s l a t i o n  proposals ,  t e c h n i c a l  a s s i s -  

tance ,  and o t h e r  implementation techniques. 

Completed Work 

I n  1983 t h e  Commission completed work on f i v e  major research  p r o j e c t s :  

t h e  s t a t e s '  r o l e ;  s t a t e  a i d  t o  d i s t r e s s e d  communities; f i nanc ing  pub l i c  

phys ica l  i n f r a s t r u c t u r e ;  l o c a l  j a i l e ;  and s t a t e  t a x a t i o n  of mul t ina t iona l  

corporat ions.  I n  add i t ion ,  t h e  Commission completed work on var ious  as- 

p e c t s  of c o n s t i t u t i o n a l  and j u d i c i a l  federa l i sm inc luding  a  review of t h e  

i s s u e s  surrounding a pending Supreme Court case. a  seminar on c o n s t i t u t i o n a l  



change, and monitoring of o t h e r  l e g a l  developments a s  they r e l a t e  t o  

federal ism. 

The S t a t e s '  Role. The S t a t e s  Transformed: Expanded Roles,  New 

C a p a b i l i t i e s ,  A C I R ' s  major s tudy on t h e  s t a t e s ,  was s u b s t a n t i a l l y  com- 

p le t ed  i n  1983 and should be published i n  1984. I n  t h i s  work. t h e  Com- 

n i s s i o n  c a r e f u l l y  documented t h e  pace and ex ten t  of s t a t e  i n s t i t u t i o n a l  

and procedural  reform over  t h e  l a s t  25 years .  

Today's s t a t e s ,  t h e  Commission concluded, have a s  a  group stream- 

l i n e d ,  modernized, and improved t h e  machinery of governance. Although 

not a l l  have progressed equa l ly ,  and room f o r  improvement e x i s t s  i n  a l l  

SO, s t a t e s  have implemented reforms t o  t h e  po in t  where they can, i n  

genera l ,  be termed "transformed." They a r e  now b e t t e r  equipped t o  assume 

and f u l f i l l  t h e i r  expanded r o l e s  a s  "middlemen" i n  t h e  f e d e r a l  system, 

"The s t a t e s  a r e , "  t h e  Commission found, "p ivota l  a c t o r s  i n  our  f e d e r a l  

system." S t a t e s  now f a c e  a v a r i e t y  of new chal lenges inc lud ing  cutbacks 

i n  c e r t a i n  domestic p rogram,  economic change, i n t e r s t a t e  competi t ion,  

regula tory  s h i f t s ,  and expanded admin i s t r a t ive  r e s p o n s i b i l i t i e s  under t h e  

new block g ran t s .  

To meet t hese  cha l lenges ,  t h e  ACIR recommended a number of a r e a s  where 

s t a t e s  could play a s t r o n g e r  ro l e .  S t a t ea  should t ake  t h e  l e a d  i n  bu i ld ing  

better s t a t e - l o c a l  par tnersh ips .  S t a t e  l e g i s l a t u r e s  should d i r e c t  t h e i r  

a t t e n t i o n  t o  matters requ i r ing  s t a t ewide  uniformity and g ran t  l o c a l i t i e s  

g r e a t e r  a u t h o r i t y  over  mat t e r e  r equ i r ing  judgments of l o c a l  preferences  

and needs. S p e c i f i c a l l y ,  the Commieeion s a i d ,  s t a t e s  should provide 

adequate funding f o r  t h e  c o s t s  of l o c a l  compliance wi th  s t a t e  mandates, 



I n  a d d i t i o n ,  t h e  Commission r e i t e r a t e d  i t s  p o s i t i o n  t h a t  s t a t e s  should 

permit  l o c a l i t i e s  t o  d i v e r s i f y  t h e i r  revenue systems. The Commission 

a l s o  reaf f i rmed i t s  long-standing b e l i e f  t h a t  s t a t e - l o c a l  t a x  systems 

should be e q u i t a b l e ,  d i v e r s i f i e d  and product ive s o  t h a t  they a r e  capable  

of f  i m n c i n g  a major p o r t i o n  of s t a t e - l o c a l  expendi ture  requirements.  

Fu r the r ,  t h e  Commission urged t h a t  s t a t e  persona l  and co rpo ra t e  income 

t axes  be indexed t o  prevent  u n l e g i s l a t e d  t a x  i n c r e a s e s  due t o  i n f l a t i o n -  

induced "bracket  creep.  " 

The Commission a l s o  went on record a s  a f f i rming  t h a t  educa t ion  i s  p r i -  

mar i ly  a s t a t e - l o c a l  f u n c t i o n  and t h a t  i t  is t h e  r e s p o n s i b i l i t y  of t h e s e  

governments t o  s t r u c t u r e  t h e i r  school  systems. S t a t e s  have t h e  responsi-  

b i l i t y ,  however, f o r  ensu r ing  equa l  educa t iona l  oppor tun i ty .  

S t a t e s  a d d i t i o n a l l y  bear  t h e  r e s p o n s i b i l i t y ,  i n  t h e  Commission's view, 

of f i nanc ing  s t a t e  c o u r t  c o s t s  and t h e  c o s t s  i ncu r r ed  by l o c a l  c o u r t  

systems t h a t  a r e  a d j u d i c a t i n g  s t a t e  laws. 

As p a r t  of i t s  review of p r i o r  Comission recommendations, t h e  Corn- 

miss ion  a l s o  reaf f i rmed suppor t  f o r :  

L e g i s l a t i v e  ove r s igh t  of f e d e r a l  a i d  funds ; 

Codi f i ca t i on ,  p u b l i c a t i o n  and review of s ta te  r egu la t i ons :  

County modernization; 

Reassessing s t a t e  r egu la to ry  and l i c e n s i n g  boards and commissions: 

Reducing t h e  u se  of s t a t e  boards and cornmiasions f o r  " l i n e  agency" 
func t iona ;  and,  



o Employing u s e r  charges when b e n e f i c i a r i e s  of government s e r v i c e s  
a r e  r e a d i l y  i d e n t i f i a b l e .  

The Commission i s  expected t o  continue i t s  review of recommendations 

regarding s t a t e  reform and s t a t e - l o c a l  r e l a t i o n s  through 1984. 

S t a t e  Aid t o  Dis t ressed  Communities. Since 1980, t he  Commission has  

been t r ack ing  what s t a t e s  a r e  doing t o  he lp  communities, people, and 

businesses i n  need. Based on t h i s  research ,  t h e  Commission i n  1983 adopted 

a s e r i e s  of recommendations on how s t a t e s  can and should a l l e v i a t e  d i s t r e s s .  

S t a t e s  should develop t a i l o r e d  p o l i c i e s  and programs f o r  a t t r a c t i n g  de- 

ve lopers  t o  d i s t r e s s e d  a r e a s ,  w i th  s p e c i a l  a t t e n t i o n  t o  t h e  needs of mi- 

n o r i t y  and small businesses.  I n  add i t ion ,  t h e  Commission urged s t a t e s  

t o  enhance l o c a l  c a p a b i l i t i e s ,  a s s i s t  neighborhood se l f -he lp  o rgan iza t ions ,  

provide adequate t r a i n i n g  and r e t r a i n i n g  programs f o r  t h e  unemployed, t ake  

a n  innovat ive  approach t o  housing a s s i s t a n c e ,  and cons ider  f i s c a l  e q u i t y  

when planning o r  reviewing s t a t e  a i d  programs. 

Over t h e  yea r s  during which t h e  Commission t racked s t a t e  a i d  t o  d i s t r e s s e d  

communities, t h e  f e d e r a l  f i n a n c i a l  r o l e  i n  a s s i s t i n g  d i s t r e s s e d  communities 

was reduced. The Commiasion t h e r e f o r e  urged continued a t t e n t i o n  t o  " so r t ing  

out" f i s c a l  and f u n c t i o n a l  r e s p o n s i b i l i t i e s  among t h e  f e d e r a l ,  state, 

and l o c a l  l e v e l s ;  and, pending a r e a p p r a i s a l  of r e l a t i v e  r e s p o n s i b i l i t i e s ,  

asked t h a t  t h e  n a t i o n a l  government ref  r a i n  from adding new regu la to ry  

mandates t o  s t a t e  and l o c a l  burdens. Concurrently, Congress should a l low 



s t a t e s  and l o c a l i t i e s  t o  t r a n s f e r  s p e c i f i e d  amounts of f e d e r a l  funds 

between g ran t  programs s o  they can b e t t e r  meet t h e i r  needs. 

The ACIR disseminated The S t a t e s  and Dis t ressed  Communities: The 

1982 l a s t  year;  t h e  1983 r e p o r t  w i l l  be ready f o r  pub l i ca t ion  i n  

1984. I n  add i t ion ,  t h e  Commission prepared d r a f t  s t a t e  l e g i s l a t i o n  

implementing i t s  recommendations ( s e e  Implementation A c t i v i t i e s  s ec t ion ) .  

Financing Publ ic  Physical  I n f r a s t r u c t u r e .  Prompted by widely pub- 

li cized concerns about a  na t iona l  " inf  r a s t m c t u r e  c r i s i s ,  " A C I R  i n  1983 

reviewed the  research ,  t r ends ,  and surveys about f inancing  pub l i c  c a p i t a l  

f a c i l i t i e s .  A t  i t s  December meeting, t h e  Commission found t h a t  i n f r a -  

s t r u c t u r e  problems, al though o f t e n  s e r i o u s ,  a r e  genera l ly  manageable us ing  

e x i s t i n g  f inancing  mechanisms. Coordinated f e d e r a l ,  s t a t e ,  and l o c a l  

a c t i o n  can, i n  many i n s t ances ,  he lp  make e x i s t i n g  programs more e f f i c i e n t  

i n  renewing i n f r a s t r u c t u r e .  

There i s ,  moreover, a  gruwing body of evidence, gathered f o r  t h e  ACIR 

r e p o r t ,  t h a t  policymakers a t  a l l  t h r e e  l e v e l s  of government a r e  a l r eady  

tak ing  c o r r e c t i v e  a c t i o n s  t o  address  many i n f r a s t r u c t u r e  needs. Given 

t h e  pressure  t o  reduce massive f e d e r a l  d e f i c i t s ,  however, i t  i s  u n l i k e l y  

t h a t  t he  f e d e r a l  government w i l l  be i n  a p o s i t i o n  t o  provide states and 

l o c a l i t i e s  wi th  a d d i t i o n a l  la rge-sca le  a i d  programs f o r  c a p i t a l  f a c i l i t i e s .  

A t  l e a s t  f o r  t h e  next few yea r s ,  t h e  Commission found, most a d d i t i o n a l  

funds w i l l  probably come from s t a t e - l o c a l  t a x  sources ,  u s e r  charges,  and 



bond financing mechanisms. Congress can improve e x i s t i n g  f e d e r a l  programs 

by balancing both c a p i t a l  and maintenance needs, by allowing f l e x i b i l i t y  

i n  const ruct ion standards,  and by emphasizing research and development 

e f f o r t s  i n  the  i n f r a s t r u c t u r e  f i e l d .  

The Commission repor t  on f inancing publ ic  physical  i n f r a s t r u c t u r e  

w i l l  be ava i l ab le  f o r  dissemination i n  1984. 

Local J a i l s .  Local j a i l s  a r e  a long-standing concern. Few would dis-  

pute t h a t  they a r e  o f t e n  overcrowded, frequently house inappropr ia te  popu- 

l a t i o n s  and sometimes do not meet bas ic  c o n s t i t u t i o n a l  standards. I n  June 

1983, Commission members examined the  f indings  from t h e i r  s tudy,  J a i l s :  

Intergovernmental Dimensions of a  Local Problem and recommended ac t ions  

designed t o  a l l e v i a t e  the  problems many j a i l s  continue t o  endure. Commission 

members re jec ted  the  view t h a t  a  s t ronger  f e d e r a l  r o l e  i s  the  answer t o  

l o c a l  j a i l  problems. Although the  Commission recommended con t imed  f e d e r a l  

e f f o r t s  i n  the  a reas  of correc t ions  research and development, and i n  t r a i n i n g  

and technical  a s s i s t ance ,  members f e l t  t h a t  t h e  founda:tion f o r  solving the  

l o c a l  j a i l  c r i s i s  l a y  i n  a s t rong  s ta te- local  partnership.  Spec i f i ca l ly ,  

the  C o d s s i o n . u r g e d  the  s t a t e s  t o  a l l e v i a t e  some of. the  burdens f o r  which 

l o c a l  governments have primary respons ib i l i ty  by: 

o Adopting guidel ines  f o r  removing c e r t a i n  populations from l o c a l  jails 
when p rac t i cab le  -- f o r  example, the  young, the  mentally ill and 
the  publicly inebr ia ted  a r e  a l l  too  of ten ,  research reveals ,  placed 
i n  j a i l s  f o r  want of o the r ,  more appropriate f a c i l i t i e s  o r  se rv ices :  

o Adopting sentencing guidel ines  based on legislat,ively-predetermined 
population maximums i n  s t a t e  and l o c a l  f a c i l i t i e s ;  



o F a i r l y  compensating l o c a l i t i e s  f o r  housing s t a t e  p r i sone r s ;  

o  Encouraging l o c a l i t i e s  t o  make increased  use of community-based 
a l t e r n a t i v e s  f o r  punishing l e s s  s e r i o u s  of fenders  and t o  expand 
t h e  use of p r e t r i a l  r e l e a s e  when t h e r e  i s  a reasonable expec- 
t a t i o n  t h a t  pub l i c  s a f e t y  w i l l  not be threatened.  Also s t a t e s  
should enac t  defendant-based percentage b a i l  laws t o  ease  t h e  
f i n a n c i a l  burden of b a i l  on poor defendants;  and, 

o Allowing l o c a l  c o r r e c t i o n a l  f a c i l i t i e s  t o  con t rac t  w i th  p r i v a t e  
companies s o  t h a t  inmates can produce c e r t a i n  goods and s e r v i c e s  
a s  long a s  they do not d i r e c t l y  compete wi th  pr iva te-sec tor  goods 
and se rv ices .  

Fundamentally. t h e  Commission recognized t h a t  j a i l s  a r e  a  l o c a l  prob- 

lem and t h a t  s e t t i n g  b a s i c  s tandards  f o r  j a i l  opera t ions  is  a l o c a l  re- 

s p o n s i b i l i t y .  L o c a l i t i e s  should upgrade t h e i r  j a i l  personnel  p r a c t i c e s  

and management where necessary and improve inmate access  t o  educat ional  

f a c i l i t i e s .  

Although an  aggress ive  f e d e r a l  j u d i c i a l  co r rec t ions  s t ance  i s  among 

the  newest fo rces  in f luenc ing  l o c a l  j a i l s ,  i t  i s  almost without  ques t ion  

t h e  most important.  I n  recent  yea r s ,  f e d e r a l  judges have made extremely 

s p e c i f i c  r u l i n g s  demanding compliance wi th  court-designed plans.  ACIR 

members agreed t h a t  t h e  cour t s '  r o l e  should be l e s s  i n t r u s i v e  and l e s s  

p r e s c r i p t i v e .  The Commission s t a t e d  i ts  b e l i e f  t h a t  f e d e r a l  (and s t a t e )  

cour t s  should conf ine  t h e i r  r o l e  t o  ensur ing  t h a t  appropr i a t e  l e g i s l a t i v e  

and execut ive  o f f i c e r s  produce reasonable p lans  f o r  c o r r e c t i n g  cons t i -  

t u t i o n a l  v io l a t ions .  I n  c o n s u l t a t i o n  wi th  l o c a l  o f f i c i a l s ,  s t a t e s  should, 

i f  they have not a l r eady  done s o ,  s e t  s tandards  t o  ensure t h e  b a s i c  



- 13 - 

c o n s t i t u t i o n a l  r i g h t s  of inmates. F ina l ly ,  where lacking,  s t a t e s  should 

e s t a b l i s h  s t a t e  co r rec t iona l  commissions t o  develop comprehensive po l i c i e s .  

I n  1983, the  ACIR issued a n  executive summary of i t s  research on l o c a l  

j a i l s .  The complete study w i l l  be released i n  1984. 

Cons t i tu t iona l  and j u d i c i a l  federal ism, Because t h e  bas ic  l e g a l  precepts  

underlying our f e d e r a l  eys tern a r e  cont inual ly  i n t e r p r e t e d  and re in te rp re ted  

by the  f e d e r a l  jud ic ia ry ,  the  ACIR devotes considerable time t o  examining 

the  r o l e  of t h e  Supreme Court i n  shaping modern federalism. Last  May, 

t h e  Commission convened a meeting of some ACIR members and some leading 

c o n s t i t u t i o n a l  lawyers and scholars  t o  explore t h e  question: What, i f  

anything, needs t o  be changed e i t h e r  c o n s t i t u t i o n a l l y ,  j u d i c i a l l y ,  o r  

p o l i t i c a l l y  t o  r e s t o r e  a b e t t e r  balance between l e v e l s  of government? 

The day-long meeting, chaired by Arizona Governor Bruce Babbit t ,  produced 

a s i g n i f i c a n t  discouree on federal ism, a n  ed i t ed  vers ion  of which was 

published i n  t h e  Summer i s s u e  of Intergovernmental Perspective.  

Centra l  t o  any d iscuss ion of j u d i c i a l  federa l i sm is t h e  landmark case,  

National League of C i t i e s  v. Usery (1976), i n  which t h e  Supreme Court decided 

t h a t  commerce clause-based na t iona l  regula tory  forays  i n t o  some t r a d i t i o n a l  

s t a t e  o r  l o c a l  funct ions  were uncons t i tu t iona l ,  I n  1983, t h e  Commission 

looked a t  a pending Supreme Court case t h a t  w i l l  aga in  t e s t  what has 

come t o  be known a s  the  NLC doct r ine .  The case involves t h e  applying 

the  f e d e r a l  F a i r  Labor Standards Act, the  subjec t  of - K C ,  t o  public 



mass t r a n s i t  workers, The ACIR went on record again  l a s t  year  i n  favor  of 

rescinding t h e  Department of Labor's regula t ions  t h a t  c l a s s i f y  10 s t a t e  

and l o c a l  funct ions  a s  "nontradi t ional"  and therefore  subjec t  t o  FLSA wage 

and hour provisions.  Also, the  Commission again  ca l l ed  upon t h e  Court 

t o  revive and expand upon the  p r inc ip les  expressed i n  NLC, The mass t r a n s i t  - 
case could, i n  the  Commission's view, provide t h e  Court with an  opportunity 

t o  conduct such a review, These recommendations were f i r s t  adopted i n  

1982 a s  p a r t  of the  Commission's s tudy on regulatory federal ism, The 

Commission's executive summary of t h i s  r epor t ,  including recommendations, 

was issued i n  1983. 

The Coamnission a l s o  grappled with the  r e s u l t s  of another  Supreme Court 

decis ion ,  Community Communications Co,, Inc, v. City of Boulder (1982), 

the decis ion  t h a t  more f u l l y  exposed c i t i e s  t o  f e d e r a l  a n t i t r u s t  laws. 

I n  1983, the  Commission reviewed the  ramificat ions of t h i s  decis ion  but 

did not make policy recommendations ( see  Implementation A c t i v i t i e s  Section). 

S t a t e  Taxation of Mult inat ional  Corporations, J u d i c i a l  federa l i sm 

a l s o  r e l a t e d  d i r e c t l y  t o  another  aspect  of the  Commission's work, Last  

sp r ing  the  Commission's repor t  on S t a t e  Taxation of Mul t ina t ional  Corporations 

recommended a "hands o f f "  f e d e r a l  r o l e  i n  s t a t e  use of the  un i t a ry  tax,  

Short ly t h e r e a f t e r ,  t h e  Supreme Court handed down i t s  decis ion  i n  Container 

Corporation of America v. The Franchise Tax Board i n  which t h e  Court up- 

held Cal i fo rn ia ' s  use of the  un.,!tary worldwide corporate t a x  methodology. 



A C I R ' s  research on t h i s  sub jec t  was issued i n  1983, but a c t i v i t i e s  t o  

head off  r e s t r i c t i v e  f e d e r a l  l e g i s l a t i o n  continue, a s  described i n  t h e  

f ollawing Section. 

Implementation A c t i v i t i e s  

The Commission's pol icy  implementation s e c t i o n  encourages governments 

a t  a l l  l e v e l s  t o  implement ACIR recommendations through both l e g i s l a t i v e  

and adminis t ra t ive  ac t ions ,  A t  t h e  na t iona l  l e v e l ,  implementation ac- 

t i v i t y  includes monitoring intergovernmental policy decis ions  and t rans-  

mi t t ing  Commission recommendations t o  appropr ia te  l e g i s l a t i v e  and 

adminis t ra t ive  decisionmakers through testimony, formal and i n f  onnal 

b r i e f i n g s ,  and d r a f t  l e g i s l a t i o n ,  A t  t h e  s t a t e  and l o c a l  l e v e l ,  t h e  

implementation u n i t  provides t echn ica l  a s s i s t ance ,  d i s t r i b u t e s  Commission 

publ ica t ions  and maintains a monitoring network wi th in  t h e  50 s t a t e s ,  

ACIR recommendations f o r  s t a t e  a c t i o n  a l s o  a r e  t r a n s l a t e d  i n t o  suggested 

l e g i s l a t i v e  language f o r  cons idera t ion  by s t a t e  l e g i s l a t o r s ,  I n  a d d i t i o n  

t o  i t s  information gather ing  and t echn ica l  a s s i s t a n c e  r o l e s ,  t h e  imple- 

mentation s e c t i o n  f requent ly  undertakes short-term study p r o j e c t s  deal ing  

with t o p i c a l  intergovernmental i s sues .  

Although t h e  majori ty of these  e f f o r t s  a r e  t h e  r e s p o n s i b i l i t y  of t h e  

pol icy  implementation sec t ion ,  the  research s t a f f  a s  wel l  a s  t h e  Executive 

M r e c t o r ,  the  Chairman, and Commission members p a r t i c i p a t e  t o  varying 



degrees i n  implementation e f f o r t s .  A l l  these  a c t i v i t i e s  during 1983 a r e  

summarized below. 

I n  the  f a l l  of l a s t  year ,  the  Commission formed a committee charged 

with d i r e c t i n g  and a s s i s t i n g  implementation a c t i v i t i e s .  Chaired by Governor 

Matheson, members include ACIR Chair Robert B. Hawkins, S t a t e  Senator 

David E. Nething, County Board Chairman Gi lber t  B a r r e t t ,  and White House 

Ass is tant  f o r  Intergovernmental Af fa i r s  Lee Verstandig and Mayor James 

Inhofe. The Committee w i l l  review recommendations t o ' t h e  s t a t e s  and w i l l  

be a c t i v e  i n  represent ing  Commission views i n  1984. 

Federal Relations. Commission recommendations f o r  changes a t  t h e  

na t ional  l e v e l  a r e  t ransmit ted t o  t h e  Congress, the  Pres ident ,  and t h e  

heads of f e d e r a l  departments and agencies a s  appropriate.  This dissem- 

i n a t i o n  is  f requent ly  followed by Congressional o r  executive requests  

f o r  a d d i t i o n a l  ACIR involvement. Commission members and staff members 

t e s t i f i e d  before o r  prepared w r i t t e n  comments f o r  Congressional committees 

i n  1983 on the  r eau thor iza t ion  of General Revenue Sharing, intergovern- 

mental regula t ion ,  ent i t lement  programs, f i n a n c i a l  management of grant  

programs, and o the r  areas  of ACIR i n t e r e s t  and exper t i se .  

-- General Revenue Sharing. I n  testimony before the  House Subcommittee 

on Intergovernmental Relat ions on March 16, ACIR Chairman Robert B. 

Hawkins, Jr. t o l d  members of t h e  Commission's recent  reaf f i rmat ion  of 

support for the  General Revenue Sharing program. E a r l i e r  i n  March, ACIR 

renewed its longstanding support f o r  GRS and s a i d  t h a t  t h e  program should 

be made permanent and t h a t  t h e  s t a t e s 1  sha re  should be restored.  



ACIR Ass is tant  Direc tor  John Shannon out l ined t h e  Commission's po- 

s i t i o n  before the  Senate Subcommittee on Intergovernmental Rela t ions  on 

Apr i l  6. Shannon emphasized t h a t  the  Commission had not recommended any 

bas ic  changes t o  the  GRS formula, I n  response t o  quest ions f ro@ many 

Senators ,  Shannon explained t h a t  the  representa t ive  t a x  system, a yards t ick  

used by the  Commission f o r  measuring f i s c a l  capaci ty  and t a x  e f f o r t ,  i s  

more comprehensive than the  more commonly used pe r  c a p i t a  income measure, 

Although Congress d id  not s u b s t i t u t e  the  representa t ive  t a x  system f o r  

per  c a p i t a  income i n  t h e  GRS formula, the  reauthor iza t ion  d id  request  

a  s tudy of the  current  a l l o c a t i o n  formula and a l t e r n a t i v e s  t o  i t .  The 

Secretary of the  Treasury, i n  consu l t a t ion  with ACIR and o the r s ,  w i l l  

conduct the  study. 

-- Entitlement Programs. On October 4 ,  Executive Direc tor  S. Kenneth 

Howard t e s t i f i e d  before the  Congressional Task Force on Enti t lements and 

Human Assistance Programs, H i s  statement emphasized t h e  f i n a n c i a l  and 

adminis t ra t ive  d i f f i c u l t i e s  s t a t e  and l o c a l  governments encounter i n  i m -  

plementing ent i t lement  programs. P a r t i c u l a r l y  troublesome from a s t a t e  

point  of view a r e  sharp program changes t h a t  a r e  made without adequate 

n o t i f i c a t i o n  o r  consu l t a t ion  as wel l  a s  incons i s t en t  o r  inequ i t ab le  s tandards 

and l e g a l  i n t e r p r e t a t i o n s ,  Congress can help ,  he noted, by providing 

s t a t e s  with adequate not ice  before making major program changes, H e  a l s o  

encouraged c l a r i f y i n g  nat ional  r u l e s  and providing adequate consu l t a t ion  

with s t a t e  and l o c a l  o f f i c i a l s  before new regula t ions  ' a re  promulgated. 



-- Federal  Intergovernmental Regulation. Pursuant t o  t h e  Commission's 

regula tory  reform agenda, adopted i n  1982 and published i n  1983, t h e  ACIR 

continued i t s  e f f o r t s  t o  make f e d e r a l  intergovernmental r egu la t ion  

more e f f e c t i v e  and l e s s  i n t r u s i v e .  A t  t h e  request  of Senator  Durenberger's 

o f f i c e ,  ACIR s t a f f  members have d r a f t e d  l e g i s l a t i o n  inco rpora t ing  many 

of t h e  C o d e s i o n ' s  recommendations concerning regula tory  federal ism. 

Of  p a r t i c u l a r  i n t e r e s t  a r e  provis ions  t h a t  would involve s t a t e  and 

l o c a l  o f f i c i a l s  i n  f e d e r a l  rulemaking processes ,  reduce f e d e r a l  i n t r u -  

s iveness  through condi t ions  a t t ached  t o  ind iv idua l  f e d e r a l  a i d  programs, 

r equ i re  regula tory  impact ana lyses  of proposed r u l e s  a f f e c t i n g  s t a t e  

and l o c a l  governments, and compensate o r  reimburse s t a t e  and l o c a l  

u n i t s  f o r  a d d i t i o n a l  d i r e c t  c o s t s  imposed upon them by f e d e r a l  s t a t u t e s  

and ru l e s .  The Senate Subcommittee on Intergovernmental Rela t ions ,  cha i red  

by Senator  Durenberger, is  expected t o  hold hearings on intergovernmental 

regula tory  reform e a r l y  i n  1984. 

-- S t a t e  Taxation of Mul t ina t ional  Corporations. As a  follow-up t o  i t s  

etudy re leased  last apr ipg ,  S t a t e  Taxation of Mul t ina t ional  Corporat ions,  

t h e  Comdssion continued t o  oppose f e d e r a l  l e g i s l a t i o n  r e s t r i c t i n g  s t a t e  

use of t h e  u n i t a r y  tax. Although t h e  Supreme Court upheld C a l i f o r n i a ' s  

use of t h e  un i t a ry  t a x  ( i n  Container Corporation of America v. Franchise 

Tax Board), opponents of t h e  u n i t a r y  t a x  continued t o  ask t h e  Court t o  

rehear  t h e  Container case  and t o  push f o r  restrictive na t iona l  l e g i s l a t i o n .  



The Reagan Administration re jec ted  t h e  suggestion t h a t  i t  f i l e  an  amicus 

br ief  supporting a p e t i t i o n  f i l e d  by Container Corporation asking the  Court 

t o  rehear the  case. Instead a working group was appointed t o  study t h e  

i s sue  and recommend changes. That working group includes p r i v a t e  c i t i z e n s  

and representa t ives  of the  f e d e r a l  government, s t a t e  governments, and 

the American business community. Three ACIR members were named t o  the  

group -- Chairman Robert B. Hawkins, Utah Governor Scot t  Matheson, and 

North Dakota S t a t e  Senate Majority Leader David Nething. 

The ACIR has sought t o  play a conc i l i a to ry  r o l e  i n  t h e  working group's 

explora t ions ,  seeking t o  balance the  l eg i t ima te  concerns of both t h e  s t a t e s  

and the  mul t inat ional  f inns .  To t h i s  end, Commission representa t ives  have 

suggested a voluntary approach under which s t a t e s  w i l l  be given more d e t a i l e d  

tax  information than they a r e  current ly  receiving t o  make su re  t h a t  m u l t i -  

na t ional  f irms pay t h e i r  f a i r  share  on domestic operat ions s o  long a s  

s t a t e s  agree t o  use an arms-length treatment beyond the  waters edge t o  

prevent over-taxation on the  fo re ign  operat ions of mul t inat ional  corpora- 

t ions .  Both s i d e s  have much t o  gain  by working out a  voluntary quid pro quo, 

and Commission members and the  s t a f f  w i l l  continue t o  be a c t i v e  on Treasury's 

Working Group during 1984. 

-- ACIR ' s  Membership. Leg i s la t ion  was introquced i n  both the  House and 

the  Senate i n  1983 t o  expand ACIR ' s  membership. S. 1052 would increase  

A C I R t s  membership by two, including an e lec ted  o f f i c e r  of a  township andl 



an  e l e c t e d  school  board member. H.R. 1617 would inc rease  t h e  membership 

by fou r ,  g iv ing  r ep resen ta t ion  t o  school  boards, towns and townships, 

and f e d e r a l  and s t a t e  judges. S. 1249 and H.R. 2536 would inc rease  t h e  

aaembership by one t o  inc lude  a r ep resen ta t ive  of Indian  t r i b a l  governments. 

On September 14, S. 1052 passed the  Senate by voice vote.  S imi l a r  

l e g i s l a t i o n  is  now pending i n  t h e  House Government Operations Committee. 

Last  May, t h e  Senate Se lec t  Committee on Indian  Af fa i r s  he ld  a hear ing  

on t r i b a l  r ep resen ta t ion  on ACIR. There has been no a c t i o n  on t h e  counter- 

p a r t  House b i l l  which i s  pending i n  t h e  Intergovernmental Rela t ions  and 

Human Resources Subcommittee. 

The Commission has opposed expanding i t s  membership. and has  recommended 

t h a t  any new rep resen ta t ion ,  such a s  towns and townships, be incorpora ted  

wi th in  the  e x i s t i n g  26-member s i z e  of t h e  ACIR. I n  judging i n d i v i d u a l  

proposals  regarding membership composition, t h e  Commission has  c o n s i s t e n t l y  

appl ied  f i v e  c r i t e r i a :  

1. A balance should be maintained among t h e  f e d e r a l ,  s tate and l o c a l  
l e v e l s  of government. 

2. A balance should be maintained among p o l i t i c a l  p a r t i e s .  

3 .  Governments represented on t h e  Commission should be genera l  p u r  
pose, r a t h e r  than s p e c i a l  purpose o r  single purpose ones. 

4. The membership should be l a r g e l y  l imi t ed  t o  e l e c t e d  o f f i c i a l s  of 
genera l  governments. 



5. Governments represented on the  Commission should occur i n  a l l ,  
o r  nearly a l l ,  s t a t e s  of the  nation. 

-- Other federa l - re la t ions  implementation a c t i v i t i e s .  A C I R ' s  views 

on numerous pieces of pending l e g i s l a t i o n  were requested l a s t  year. The 

Commission provided Congressional committees with i t s  views on such top ics  

a s  paymente-in-lieu-of-taxes, s i n g l e  aud i t  provisions,  revis ions  t o  OMB 

Ci rcu la r  A-102, c rea t ing  a Commission f o r  More Ef fec t ive  Government, and 

many others .  

I n  addi t ion ,  the  Commission occasionally performs what can only be 

described a s  a brokering ro le .  I n  1983, t h i s  r o l e  was manifested i n  i t s  

e f f o r t s  t o  devise an  acceptable policy on municipal a n t i t r u s t  immnity.  

The Commission served a s  a f o c a l  point  f o r  discussions among t h e  publ ic  

i n t e r e s t  groups representing concerned s t a t e  and l o c a l  e l ec ted  o f f i c i a l s .  

Although the  Commission f a i l e d  t o  achieve consensus on t h i s  con t rovers ia l  

t o p i c  i n  1983, i t  i s  expected t o  continue i t s  de l ibe ra t ions  a t  i t s  March 

1984 meeting. 

S t a t e  and Local Re la t iom.  Implementing ACIR recommendations d i rec ted  

tuuard s t a t e  and l o c a l  governments encompasses a broad spectrum of a c t i v i t i e s .  

As noted previously,  the  major components of t h e  s t a f f ' s  work include 

disseminating ACIR r epor t s ,  responding t o  requests  f o r  information and 

ass i s t ance ,  monitoring current  events,  o f fe r ing  testimony before l e g i s l a t i v e  

committees and study commissions, and working with policymakers i n  s p e c i f i c  

s t a t e  and l o c a l  ju r i sd ic t ions .  Given the  c e n t r a l  c o n s t i t u t i o n a l  and s t a t u t o r y  



posi t ions  of the s t a t e s  i n  the  a rea  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 s t a f f ,  A C I R ' s  work concentrates on 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  toward 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 c e n t r a l  component of A C I R ' s  s t a t e  l e g i s l a t i v e  work i s  i t s  S t a t e  

Legis la t ive  Program t h a t  incorporates well  over 100 d r a f t  b i l l s  deal ing 

with s t a t e  and l o c a l  government s t r u c t u r a l ,  f inanc ia l ,  and funct ional  

a c t i v i t i e s .  These proposals a r e  made ava i l ab le  t o  governors, s t a t e  l eg i s -  

l a t o r s ,  s t a t e  adminis t ra tors ,  l o c a l  o f f i c i a l s ,  and t h e i r  advisors.  ACIR 

a l s o  d i s t r i b u t e s  these  mater ia ls  t o ,  and seeks support f o r  i t s  recommen- 

dat ions  from, various nat ional  organizat ions of s t a t e  and l o c a l  o f f i c i a l s ,  

s t a t e  municipal leagues and county associat ions.  I n  addi t ion ,  ACIR 

works with c i t i z e n s  groups, businesses, profess ional  and labor  organiza- 

t ions ,  taxpayers'  leagues, bureaus of government research,  academic in- 

s t i t u t i o n s ,  and other  publ ic  and p r i v a t e  i n t e r e s t  groups a s  appropriate.  

-- Monitoring and Implementation. The s t a te - loca l  monitoring and imple- 

mentation program has four  primary goals: providing technical  and other  

a ss i s t ance  t o  s t a t e  and l o c a l  policymakere regarding current  l e g i s l a t i v e  

and policy i s sues ;  discussing current  and emerging intergovernmental i s s u e s  

with key executive and l e g i e l a t i v e  branch representa t ives ,  and. where prac- 

t i c a l ,  with loca l  government o f f i c i a l s ;  expanding A C I R ' s  contacts  i n  the 

s t a t e s ;  and, providing ass i s t ance  t o  on-going ACIR research and implemen- 

t a t i o n  p ro jec t s  and a c t i v i t i e s .  Because of personnel,  time, and f i n a n c i a l  



cons t ra in t s ,  Commission s t a f f  members must respond t o  requests  f o r  technical  

a s s i s t ance  on a " t a rge t  of opportunity" basis .  

A considerable amount of s t a f f  time was devoted t o  a t tending and par- 

t i c i p a t i n g  i n  meetings of s t a t e  and l o c a l  associa t ions  and profess ional  

organizat ions.  A l l  of the  nat ional  conferences of the  publ ic  i n t e r e s t  groups 

were covered, a s  were many of t h e i r  regional  meetings. I n  a number of ins tances ,  

s t a f f  members made presenta t ions  and served a s  resource persons. I n  add i t ion  

t o  these  meetings, f i e l d  v i s i t s  were made t o  a number of s t a t e s  throughout 

the  year t o  confer  with s t a t e  and l o c a l  o f f i c i a l s  on i s sues  and develop- 

ments of mutual i n t e r e s t .  This "networking" i s  a major component of a suc- 

cess fu l  s t a t e - loca l  monitoring,and implementation process, and i t  is  an  

e f f e c t i v e  means of informing o f f i c i a l s  -- p a r t i c u l a r l y  newly-elected o r  

appointed ones -- of ACIR and i ts  work. 

S ign i f i can t  intergovernmental developments throughout the  country 

a r e  f o l l w e d  by ACIR s t a f f  and reported regular ly  i n  the  "Intergovernmental 

Focus" s e c t i o n  of Intergovernmental Perspective. The Winter 1984 i s s u e  of 

Perspective,  the  i s s u e  t h a t  annually reviews important intergovernmental 

developments, w i l l  discuss:  1983 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 ;  e f f o r t s  t o  s t rengthen intergovern- 

mental consul ta t ion  and cooperation; d ive r se  s t a t e  use of block grant  and 

o the 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 Implementation. ACIR s t a f f  members continue t o  

observe block g ran t  implementation, e s p e c i a l l y  how s t a t e s  a r e  a l l o c a t i n g  

block g ran t  funds; t h e  e f f e c t  of f e d e r a l  a i d  cu t s ;  procedural  and regula- 

t o r y  changes t h a t  s t a t e s  make i n  implementing block g ran t s ;  and, executive- 

l e g i s l a t i v e  r e l a t i o n s  and cour t  dec is 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 r a l i z ing  government. S t a t e s  continue 

t o  determine t h e  appropr i a t e  r o l e s  f o r  governors,  l e g i s l a t u r e s ,  and admin- 

i s t r a t i v e  agencies  i n  a l l o c a t i n g  s c a r c e r  resources among competing i n t e r e s t s ,  

i n  p inpoin t ing  intergovernmental i s s u e s  t h a t  need f u r t h e r  s tudy,  and i n  

reso lv ing  c o n f l i c t s .  A s  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 t o  review t h e  limits t h a t  have been imposed on l o c a l  govern- 

nen t s '  revernre-raieing capac i ty ,  t h e  f i s c a l  impact of s t a t e  mandates, and 

t h e  need f o r  g r e a t e r  autonomy among sub-state  governmental u n i t s .  These 

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

I n  1983, ACIR s t a f f  prepared a n  Information B u l l e t i n  on s t a t e  imple- 

mentation of t h e  new block g ran t s .  This pub l i ca t ion  w i l l  be disseminated 

i n  1984. 

-- S t a t e  ACIRs.  S t a t e  ACIRs  and comparable organiza t ions  have become 

inc reas ing ly  important veh ic l e s  i n  recent  years  f o r  d i scuss ing  and s tudying  

s t a t e - l o c a l  i s s u e s  and f o r  proposing s o l u t i o n s  t o  s ta tewide  problems. 



Currently,  21 s t a t e s  have a functioning intergovernmental advisory group, 

11 of which a r e  patterned a f t e r  the  nat ional  ACIR model. I n  addi t ion ,  

a t  l e a s t  15 o the r  s t a t e s  considered c rea t ing  of a  s t a t e  ACIR during t h e  

year. 

I n  conjunction with the  Commission's spr ing meeting, t h e  U.S. ACIR 

hosted the  f i r s t  nationwide gathering of s t a t e  intergovernmental advisory 

groups on March 10, 1983 i n  Charleston, South Carolina. Twelve s t a t e  

advisory groups pa r t i c ipa ted  i n  the  sess ion,  a s  we l l  a s  representa t ives  

from two s t a t e s  i n t e r e s t e d  i n  c rea t ing  such a panel and s e v e r a l  publ ic  

i n t e r e s t  groups. The meeting was co-hosted by t h e  South Carolina ACIR, 

The discussions focused on four  main areas :  key intergovernmental 

i s sues ;  current  work programs; s t r a t e g i e s  f o r  "success:" and, r e la t ion-  

sh ips  among the  advisory groups, 

Representatives from a l l  of the  s t a t e s  i d e n t i f i e d  a range of t a x  and 

finance i s sues  a s  key intergovernmental problems i n  t h e i r  ju r i sd ic t ions .  

Of p a r t i c u l a r  concern were property t a x  r e l i e f ,  a i d s  t o  l o c a l  government 

( including s t a t e  revenue shar ing) ,  t a x  and debt limits, l o c a l  revenue 

d i v e r s i f i c a t i o n ,  and t a x  equity.  

I ssues  r e l a t e d  t o  s o r t i n g  out funct ional  r e s p o n s i b i l i t i e s  between l e v e l s  

of government and l o c a l  d i sc re t ionary  au thor i ty  were c i t e d  a s  major con- 

cerns i n  nearly half  of the  s t a t e s  represented a t  t h e  meeting, Annex- 

a t i o n  and the r o l e  of spec ia l  d i s t r i c t s  were s ingled out a s  s p e c i a l  problems 

within t h i s  context. 



About a t h i r d  of t h e  s t a t e  r ep resen ta t ives  i d e n t i f i e d  pub l i c  phys ica l  

i n f r a s t r u c t u r e  needs and funding, s t a t e  mandates, and block g ran t  imple- 

arentation a s  important i s s u e s ,  Also mentioned were s o l i d  and hazardous 

waste management, regional ism, s t a t e  r egu la t ions ,  economic development 

and growth, educat ion,  and h e a l t h  ca re  f inancing.  

One of t h e  major needs expressed by p a r t i c i p a n t s  was developing 

s t ronge r  communications and l inkages  between and among t h e  s t a t e  organ- 

i z a t i o n s  and t h e  U.S. ACIR. Spec i f i c  suggest ions which were o f fe red  in-  

cluded more f requent  con tac t s  between t h e  s t a t e  organiza t ions ,  developing 

a v a r i e t y  of mutual a s s i s t a n c e  e f f o r t s  , and a s s i s t a n c e  i n  i d e n t i f y i n g  

d a t a  and t echn ica l  resources.  I n  add i t ion ,  t h e  U.S. ACIR w i l l  explore  

ways t o  s t r eng then  i t s  s t a t e  a s s i s t a n c e  e f f o r t s  through d i r e c t  t e c h n i c a l  

s e r v i c e s  and expanding i t s  clearinghouse a c t i v i t i e s .  

A second na t iona l  meeting of s t a t e  advisory panels  w i l l  be he ld  i n  

e a r l y  1984. 

-- Suggested S t a t e  Leg i s l a t ion .  A s  p a r t  of i t s  p r o j e c t  on s t a t e  a i d  

t o  d i s t r e s s e d  communities, t h e  ACIR i s  preparing a s e r i e s  of 18 d r a f t  

b i l l s  which i n t e r e s t e d  s t a t e s  can adapt t o  t h e i r  needs i n  he lp ing  people, 

p l aces ,  and businesses experiencing d i s t r e e s .  The d r a f t  l e g i s l a t i o n  i s  

based on e x i s t i n g  s t a t e  experience i n  t h e  f i v e  major a r e a s  covered i n  

t h e  S t a t e s  and Dis t ressed  Communities s tudy:  housing, economic development, 

community development, s t a t e - l o c a l  f i s c a l  e f f o r t ,  and enhancing l o c a l  

se l f -he lp  c a p a b i l i t i e s .  A National  Advisory Panel,  comprising two state 



l e g i s l a t o r s ,  two l o c a l  government o f f i c i a l s ,  and dxperts  i n  housing, s t a t e  

f i s c a l  pol icy ,  and economic development, m e t  s eve ra l  times during 1983 t o  

advise on t h e  p ro jec t  and t o  review d r a f t  b i l l s ,  

Publ ica t ions  and Presentations. 

S taf f  members have pa r t i c ipa ted  i n  na t ional  meetings and workshop 

sess ions  of the  National Governors' Association, National Conference 

of S t a t e  Leg i s l a tu res ,  National Associat ion of Counties, U,S,  Conference 

of Mayors, and National League of C i t i e s  a s  wel l  a s  serving a s  speakers 

f o r  annual meetings of numerous s t a t e  organizat ions represent ing  munic- 

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

During 1983, the  Commission published f o u r  r epor t s ,  four  i s s u e s  of 

Intergovernmental Perspective and two "In  Br ie f s , "  Of t h e  r epor t s ,  one 

contained policy recommendations and th ree  were informational .  The - I n  

Br ie f s  summarized t h e  Commission's work on l o c a l  j a i l s  and regula tory  

federal ism, I n  addi t ion ,  the  Commission published a S ta f f  Working Paper 

on Metropolitan F i s c a l  Capacity and E f f o r t ,  1967-1980. 

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

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

of our intergoverrnnentai system. The mixture of long- and short-term 

p r o j e c t s  r e f l e c t s  the  continuing e f f o r t  t o  produce q u a l i t y ,  indepth 



research while a l s o  providing more timely immediate information on i n t e r -  

governmental t rends and developments. 

I n  1984, the  Commission w i l l  i s s u e  i ts  research f indings  and recom- 

mendations from f i v e  major s tud ies :  f e d e r a l  regula t ion  of s t a t e  and l o c a l  

governments, the  l o c a l  j a i l  c r i s i s ,  s t a t e  r o l e s ,  f inancing publ ic  physical  

i n f r a s t r u c t u r e ,  and s t a t e s  and d i s t r e s sed  communities. Continuing research 

expected t o  near o r  reach completion t h i s  year  includes s t u d i e s  on financ- 

ing  mass t r a n s i t ,  s t rengthening the  f e d e r a l  revenue system, l o c a l  revenue 

d i v e r s i f i c a t i o n ,  na t ional iz ing  p o l i t i c a l  i n s t i t u t i o n s ,  municipal f i n a n c i a l  

emergencies, i n t e r l o c a l  agreements, c e n t r a l  ci ty/suburban f i s c a l  d i s p a r i t i e s  

and c i g a r e t t e  bootlegging. 

Spec i f i c  A c t i v i t i e s .  Tracking intergovernmental f i s c a l  t rends  contin- 

ues t o  be a high p r i o r i t y  f o r  the  ACIR. S ign i f i can t  Features of F i s c a l  

Federalism, the  Commission's annual compendium of t a b l e s  and graphs on 

f e d e r a l ,  s t a t e  and l o c a l  taxing and spending, w i l l  be published again  

i n  1984, Staf f  w i l l  a l s o  update the  Representative Tax System, t h e  composite 

index showing s t a t e  f i s c a l  kapacity. A C I R 1 s  p o l l  on publ ic  a t t i t u d e s  on 

taxes and government spending w i l l  be conducted f o r  the  13th consecutive 

year ,  with r e s u l t s  issued next f a l l .  Also, t h e  Commission w i l l  update 

Its ca ta log of f e d e r a l  grant-in-aid programs t o  r e f l e c t  changes i n  g ran t s  

s i n c e  FY 1981, 

A s  has been the case over much of the  Commission's h i s t o r y ,  c o n s i d e r  

a b l e  a t t e n t i o n  w i l l  be paid t o  s t a t e  governments and t h e i r  r o l e s  i n  t h e  

f e d e r a l  system. I n  add i t ion  t o  i s su ing  i t s  major study on t h e  s t a t e s ,  and 



a number of r e la ted  repor t s ,  the  Commission i n  1984 w i l l  continue t o  

review i t s  pas t  recommendations about the  s t a t e s .  Over the  years ,  the  

ACIR has made some 235 recommendations t o  the  s t a t e s  on aspects  of s t a t e  

revenue systems, i n s t i t u t i o n s  and procedures, and re la t ionsh ips  wi th  lo- 

c a l i t i e s .  Determining which of these recommendations remain re levant  

and which need t o  be changed o r  dropped w i l l  remain high p r i o r i t y  during 

1984. To t h i s  end, and i n  conjunction with an o v e r a l l  review of the  

Commissions work i n  prepara t ion f o r  25th year oversight  hearings before 

Congress, the  Commission w i l l  conduct a  s e r i e s  of hearings across  the  

country on i t s  recommendations. accomplishments and fu ture .  The f i r s t  

of these  hearings w i l l  t ake  place i n  conjunction with t h e  Commission's 

Harch meeting i n  Phoenix, Arizona. 

Implications f o r  State-Local Governments of Federal Reveme-Strengthening 

Actions. The Commission s t a f f  continues i t s  major study assess ing t h e  

implicat ions f o r  s t a t e  and l o c a l  governments of e f f o r t s  t o  s t rengthen t h e  

f e d e r a l  reveme base. Federal t a x  changes t h a t  might be necess i ta ted  by 

mounting federa l  d e f i c i t s  could profoundly a f f e c t  t h e . a b i l i t y  of s t a t e s  

and l o c a l i t i e s  t o  r a i s e  revenues and borrow money. Spec i f i ca l ly ,  the  study 

w i l l  look a t  f.ive major aspects  of t a x  in te r re la t ionsh ips :  (1) t h e  h i s t o r i c a l  

record of f e d e r a l  t a x  preemption: ( 2 )  t a x  exemption of i n t e r e s t  on s t a t e  

and l o c a l  bonds: (3) the  d e d u c t i b i l i t y  of s t a t e  and l o c a l  taxes ;  (4 )  the  value 

added tax;  and, (5)  f e d e r a l  t a x  expenditures and a consumption tax. The 

Coandssion i s  expected t o  review s t a f f  f indings and t o  consider recomarendations 

at its March meeting. 



Nat ional iz ing  Trends i n  American P o l i t i c s .  The Commission i s  s tudying  

haw t h e  na t iona l i z ing  t rends  i n  American p o l i t i c s  a r e  a f f e c t i n g  our  federal ism. 

One major concern is  t h e  changing r o l e  of p o l i t i c a l  p a r t i e s .  T r a d i t i o n a l l y ,  

decen t r a l i zed  p a r t i e s  were viewed a s  a major f a c t o r  i n  s u s t a i n i n g  a  decen- 

t r a l i z e d  governing system. The study w i l l  look a t  t h e  dec l ine  of p a r t y  

in f luence  t o  determine i f  and how t h i s  development i s  r e l a t e d  t o  c e n t r a l i z i n g  

t rends  throughout a l l  a spec t s  of pub l i c  pol icy.  The s tudy w i l l  a l s o  examine 

t h e  rise of competing i n s t i t u t i o n s  and p o l i t i c a l  processes e s p e c i a l l y  

t h e  media and i n t e r e s t  groups and w i l l  explore  t h e  e f f e c t s  of recent  changes 

i n  campaign f inancing.  

The Commission is  expected t o  cons ider  f indings  and recommendations 

from t h i s  s tudy a t  i t s  June meeting. 

Financing Mass Trans i t .  A s  p a r t  of a  g ran t  funded by t h e  Urban Mass 

T r a n s i t  Administrat ion,  t h e  Commission surveyed t r a n s p o r t a t i o n  p lanners ,  

s e n r i c e  providers ,  and l o c a l  o f f i c i a l s  i n  56 metropol i tan  a r e a s  t o  de- 

termine how they a r e  coping wi th  t h e  f i s c a l  crunch t h a t  confronts  today ' s  

t r a n s i t  indus t ry .  The survey revealed l i t t l e  enthusiasm f o r  c u t t i n g  

s e r v i c e s  and a marked preference  f o r  improving p roduc t iv i ty  and f o r  in-  

c reas ing  revenues t o  make ends meet. The s tudy on f inanc ing  mass t r a n s i t .  

inc luding  t h e  survey r e s u l t s ,  is being prepared f o r  Commission c o n s i d e r  

a t i o n  a t  i ts  June meeting. A t  t h a t  time, a l t e r n a t i v e  recommendations 

on Inc reas ing  t r a m i t  p roduc t iv i ty ,  augmenting revenues, and improving 

i n s t i t u t i o n a l  arrangement6 w i l l  be explored. 

Municipal Financia l  Emergencies. I n  1973, t h e  Commission issued City 



Financial  Emergencies: The Intergovernmental Dimension. Since t h a t  t i m e ,  

considerable changes have occurred i n  t h e  f i n a n c i a l  s t a t u s  of munic ipal i t ies .  

I n  1983, the  Commission s t a f f  began updating i t s  previous study t o  analyze 

these  many changes and t o  prepare proposed recommendations relevant  t o  the  

a r r e n t  s i t u a t i o n .  Research i s  expected t o  progress through 1984. 

Local revenue d i v e r s i f i c a t i o n ,  The ACIR has long recommended t h a t  

s t a t e s  grant  l o c a l i t i e s  the  au thor i ty  t o  d i v e r s i f y  t h e i r  revenue sources 

and t h a t  l o c a l  governments explore ways of lessening t h e i r  dependence on 

the property tax. Preliminary f indings  of the  ACIR l o c a l  revenue d i v e r s i f i -  

c a t i o n  study show t h a t  c i t i e s ,  i n  p a r t i c u l a r ,  have reduced t h e i r  r e l i ance  

on property taxes dramatical ly over the  pas t  20 years; and t h a t  t h e  property 

t a x  has been joined by a  hos t  of o ther  revenue sources including l o c a l  

s a l e s  and income taxes ,  i n t e r e s t  on earnings,  s t a t e  a i d ,  f e e s  and u s e r  

charges, s e l e c t i v e  excise  taxes and business l i censes  and taxes. The study 

a l s o  explores changes i n  the  market f o r  municipal debt and t h e  important 

question: When should a  l o c a l i t y  borrow? Publ ica t ion of t h i s  study i s  

an t i c ipa ted  i n  1984. 

I n t e r l o c a l  agreements. Many l o c a l  governments have had t o  make hard 

and f a s t  decis ions  about whether o r  not t o  e l iminate  publ ic  se rv ices  o r  

r a i s e  taxes. Because ne i the r  of these  a l t e r n a t i v e s  is  a t  t r a c t i v e ,  ad- 

ndn i s t ra t ive  and e lec ted  o f f i c i a l s  have been increas ingly  looking f o r  

asore e f f i c i e n t  and economical ways t o  d e l i v e r  services.  A C I R ' s  study 

examiner many of these  a l t e r n a t i v e s :  private-public par tnerships ,  
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intergovernmental c o n t r a c t s ,  j o i n t  agreements, and t r a n s f e r s  of funct ions .  

Current Commission research  updates and expands e a r l i e r  work on t h i s  sub jec t  

c a r r i e d  out i n  t h e  mid-1970s. 

Cent ra l  City-Suburban F i s c a l  D i s p a r i t i e s .  ACIR i s  a l s o  updat ing i ts  

work measuring c e n t r a l  city-suburban f i s c a l  d i s p a r i t i e s .  This  e f f o r t  w i l l  

mark  t he  f o u r t h  time t h e  Commission has reported on economic, s o c i a l  and 

f i s c a l  d i f f e rences  between c e n t r a l  c i t i e s  and t h e i r  surrounding suburbs. 

An information r epor t  eva lua t ing  met ropol i tan  a reas  w i l l  be readied f o r  

pub l i ca t ion  i n  1984. 

C i g a r e t t e  Bootlegging. Another a rea  t h e  Commission i s  r e v i s i t i n g  is  

c i g a r e t t e  bootlegging. ACIR i ssued  a  r epor t  and recommendations on t h e  

intergovernmental a spec t s  of t h e  c i g a r e t t e  bootlegging problem i n  1977. 

During 1984, est imated t a x  l o s s e s  due t o  bootlegging opera t ions  w i l l  be 

updated. Depending upon t h e  r e s u l t s  of t h i e  inves t iga t ion .  t h e  need f o r  

a uniform c i g a r e t t e  t a x  r a t e  w i l l  be explored. 
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