




ADVIS OKY COMMISSION ON- INTERGOVERNMENTAL RELATIONS 

Private Citizens: 

Frank Bane, District of Columbia, Chairman 
James Kerr Pollock, Michigan, Vice Chairman 
John E. Burton, New York 

Executive Branch, Federal Government: 

Robert B. Anderson, Connecticut (Term expired January, 1961) 
Secretary of the Treasury 

James P. Mitchell, New Jersey (Term expired January, 1961) 
Secretary of Labor 

Arthur S. Fleming, Ohio (Term expired January, 1961) 
Secretary of Health, Education and Welfare 

Governors: 

Ernest F . Hollings , South Carolina 
Abraham A. Ribicoff , Connecticut 
Robert E. Smylie, Idaho 
William G. S tratton, Illinois (Term expired January, 1961) 
John Anderson, Jr., Kansas (Appointed January, 1961) 

Members from United States Senate: 

Karl E. Mundt, South Dakota 
Sam J. Ervin, Jr., North Carolina 
Edmund S. Muskie, Maine 

Members from United States House of Representatives: 

L. H. Fountain, North Carolina 
Florence P. Dwyer, New Jersey 
Wilbur D. Mills, Arkansas (Resigned January, 1961) 

Mayors : 

Anthony Celebrezze, Cleveland, Ohio 
Norris Poulson, Los Angeles, California 
Gordon S. Clinton, Seattle, Washington 
Don H m e l ,  Tucson, Arizona 

Members from State Legislative Bodies: 

Senator John W. Noble, Missouri (Term expired January, 1961) 
Senator Hal Bridenbaugh, Nebraska 
Senator (Mrs.) Leslie Cutler, Massachusetts 

Elected County Officers: 

Edward Connor, Wayne County, Michigan 
Clair Donnenwirth, Plumas County, California 
Edwin Michaelian, Westchester County, New York 



STAFF : 

Wm. G .  Colman, ExecutFve Director  

L.  Laszlo Ecker-Racz, Research Associate (Taxation and 
Public Finance) 

Allen Manvel, Research Associate (Governmental S t ruc tu re  and 
Re la t ionships)  

Warren I. Cikins,  Research Analyst 

Francis  X .  T ippe t t ,  S t a t i s t i c a l  Ass is tant  

Elizabeth C.  Green, Administrative Ass is tant  

Virgin ia  M .  Hardy, Secretary 

P a t r i c i a  N .  Herbert,  Typist  

Joan E .  L i e f ,  Reference Clerk 

Kathleen Y .  Orringer,  Secretary 

CONSULTANTS : 

Carl  Chat ters  (Deceased December, 1960) 

Charles F . Conlon 

George H. Deming 

Selma Mushkin 



LETTER OF TRANSMITTAL 

Advisory Commission on Intergovernmental Relations, 
Washington 25, D. C., January 31, 1961. 
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the Advisory Commission on Intergovernmental Relations, pursuant 
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on January 31 of each year. As provided in the statute, a copy 
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and to the Speaker of the House of Representatives. 

Respectfully submitted, 

Frank Bane 
Chairman 

The President , 
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I . INTRODUCTION 

In view of the relative recency of establishment of the Advisory 
Commission on Intergovernmental Relations, and since some readers of 
this report may not have been familiar with the basis upon which the 
Commission was established, there is repeated here some of the in- 
troductory material contained in the First Annual Report of the 
Commission, issued January 31, 1960. 

Public Law 86-380, approved by the President September 24, 1959, 
provided for the establishment of a permanent, bipartisan body of 
twenty-six members, to give continuing study to the relationships 
among local, State and National levels of government. The Act spec- 
ifies the following composition of the Commission: (a) Three officers 
of the Executive Branch of the National Government; (b) three private 
citizens; (c) three members of the U. S. Senate; (d) three members of 
the U. S. House of Representatives; (e) four Gwernors; (f) four 
Mayors ; (g) three county officials ; and (h) three State legislators. 

The act provides that the Commission will: 

Bring together representatives of the Federal, State, and 
local governments for consideration of common problems ; 

Provide a forum for discussion of the administration of 
Federal grant programs; 

Give critical attention to the conditions and controls 
involved in the administration of Federal grant programs; 

Make available technical assistance to the executive and 
legislative branches of the Federal Government in the 
review of proposed legislation to determine its overall 
effect on the Federal system; 

Encourage discussion and study at an early stage of emerging 
public problems that are likely to require intergovernmental 
cooperat ion; 

Recommend, within the framework of the Constitution, the 
most desirable allocation of governmental functions, 
responsibilities, and revenues among the several levels 
of government; and 

Recommend methods of coordinating and simplifying tax 
laws and administrative practices to achieve a more 
orderly and less competitive fiscal relationship between 
the levels of government and to reduce the burden of 
compliance for taxpayers. 



This  i s  a broad mission;  i t  may be s t a t e d  simply: i nc rease  
the  e f f e c t i v e n e s s  of  t he  Federa l  system i n  t h i s  country.  The Commission - 
views t h i s  mission a s  h ighly  important ,  y e t  extremely d i f f i c u l t .  Re- 
s u l t s  w i l l  no t  come e a s i l y  o r  qu ick ly .  Rather,  they w i l l  come only 
through the  cont inuing  a t t e n t i o n  and conscious e f f o r t s  of l e g i s l a t o r s  
and admin i s t r a to r s  a t  a l l  t h r e e  l e v e l s  of  government. The p r i n c i p a l  
con t r ibu t ion  which the  Commission can make i s  t o  c a t a l y z e  such a t t e n -  
t i o n  and e f f o r t  through the  sharpening of  i s s u e s  and t h e  p re sen ta t ion  
o f  recommendations which a r e  suscep t ib l e  t o  c l ea r - cu t  response by 
l e g i s l a t i v e  bodies and p o l i t i c a l  l eade r s .  

The Commission be l i eves  t h a t  t he  years  ahead hold s e r i o u s  cha l lenge  
f o r  a l l  l e v e l s  of  government, and i f  our  present  system i s  t o  prove 
equal  t o  t hese  t a s k s ,  the  resources of each l e v e l  must be u t i l i z e d  t o  
t he  h ighes t  degree o f  e f f e c t i v e n e s s .  The Commission is  t h e r e f o r e  dedi -  
ca ted  t o  the  propos i t ion  o f  s t rengthening  l o c a l  and S t a t e  governments 
i n  p a r t i c u l a r ,  i n  o rde r  t h a t  they may play t h e i r  f u l l  p a r t  i n  a per iod  
where t h e  forces  of i n t e r n a t i o n a l  t ens  ion,  r ap id  populat ion growth and 
marked technologica l  change po in t  t o  an  increase  i n  t he  r e s p o n s i b i l i t i e s  
of  government a s  a whole. 

F i n a l l y ,  t he  Commission recognizes t h a t  its own va lue  and p l ace  
i n  t h e  f e d e r a l  system w i l l  be determined by the  e x t e n t  t o  which it i s  
ab l e  t o  make cons t ruc t ive  con t r ibu t ions .  It cannot expect  continuance 
and support  over  an i n d e f i n i t e  per iod un le s s  by i t s  ac t ions  s i g n i f i c a n t  
changes f o r  the  b e t t e r  occur  i n  t he  r e l a t i o n s h i p s  among Federa l ,  S t a t e  
and l o c a l  agencies  of  government. 

I n  ca r ry ing  o u t  i t s  a c t i v i t i e s ,  t he  Commission i s  approaching i t s  
job s e l e c t i v e l y  and wi th  a n  o b j e c t i v e  po in t  of  view, along the  fol lowing 
l i n e s .  

1. The Commission i s  equa l ly  concerned wi th  the  problems of  the  
Federa l ,  S t a t e ,  county, and municipal governments a s  they r e l a t e  t o  
each o t h e r .  It i s  t r u l y  inter-governmental.  The publ ic  i n t e r e s t  i s  
paramount. 

2.  The Commission i s  approaching i t s  work o b j e c t i v e l y .  As i t  
gives cons ide ra t ion  t o  present  func t ions  and r e s p o n s i b i l i t i e s  and t o  
emerging problems, t he  Commission i s  endeavoring t o  frame i t s  recom- 
mendations on t h e  m e r i t s  of t he  case  a s  it sees  them. Depending on 
the circumstances i t  may recommend expansion, o r  con t r ac t ion ,  o r  
t r a n s f e r ,  o r  e l imina t ion  of p a r t i c u l a r  func t ions  and r e s p o n s i b i l i t i e s .  

3 .  The Commission i s  approaching i t s  work s e l e c t i v e l y .  It i s  
no t  involving i t s e l f  i n  a r eas  p re sen t ly  t he  r e s p o n s i b i l i t y  of  o t h e r  
governmental commissions and bodies .  (For example, i n  the a r e a  of  
Federa l  t axes ,  the  Commission w i l l  be  concerned wi th  the  Federa l -  
S t a t e - l o c a l  r e l a t i o n s h i p s  involved i n  these  taxes  and noc wi th  the  



desirable magnitude of a particular tax--the latter being the concern 
of the respective Congressional committees.) It is not espousing 
"group causes" as such; it is confining its attention to intergovern- 
mental relations but will hear groups with an interest in these 
relationships. It will give assistance in the review of proposed 
legislation as seems necessary and desirable, on the intergovernmental 
aspects of such legislation. 

4 .  The Commission is working closely with governmental agencies, 
associations of public officials, and private research organizations 
already involved in the problems of intergovernmental relations. The 
Commission is endeavoring to encourage and stimulate these groups to 
assure that the total resources, public and private, will be most 
effectively employed to the solution of prob lems . 

11. CHANGES IN COMMISSION MEMBERSHIP AND STAFF 

Subsequent to the organization of the Commission on December 10, 
1959, through calendar year 1960, only one change in Commission mem- 
bership occurred. Elisha Barrett, State Senator from New York, 
resigned in May and was replaced by Hal Bridenbaugh, State Senator 
from Nebraska. The membership of the Commission as of December 31, 
1960 is shown on page ii. During the month of January, 1961 membership 
on the Commission expired, concurrent with the termination of their 
appointmenks in the Executive Branch of the Federal Government, in 
the case of the following: Robert B. Anderson, Arthur S. Fleming, 
and James P. Mitchell. Also in January, 1961 Governor John Anderson, Jr. 
of Kansas was appointed to the place on the Commission formerly held 
by Governor William G. Stratton of Illinois. 

At its second meeting, held on February 10, 1960, the Commission 
appointed as Executive Director Mr. William G. Colman of Maryland, 
formerly a staff member of the "Kestnbaum Commission" in 1954-55 and 
subsequently Executive Assistant to the Director of the National 
Science Foundation. 

During the remainder of the year a small professional staff was 
assembled. Mr. L. L. Ecker-Racz, for several years associated with 
the tax research staff of the Treasury Department, was appointed as 
Research Associate (Taxation and Public Finance) and Mr. Warren Cikins 
was appointed as a Research Analyst. Late in the year Mr. Allen Manvel, 
for several years in charge of the Governments Division of the Bureau 
of the Census, was appointed as Research Associate (Governmental 
Structure and Relationships). He reports for duty with the Commission 
on March 1, 1961. The complete staff of the Conanission, including 
part-time consultants, is shown on page iii. 



111. APPROPRIATIONS AND BUDGET 

Immediately following the  enactment of Publ ic  Law 86-380, the  
Congress appropr ia ted  $50,000 t o  enable the  new Commission t o  g e t  
under way dur ing  the  remaining po r t ion  of t he  f i s c a l  year  1960. 

For t h e  period J u l y  1, 1960 through June 30, 1961, t he  Commission 
submitted and the  P res iden t  approved an appropr ia t ion  reques t  i n  t he  
amount of  $175,000. The Congress reduced t h i s  amount t o  a t o t a l  o f  
$143,500 ( a  r e g u l a r  app ropr i a t ion  o f  $115,000 and a supplemental ap- 
p rop r i a t ion  of  $28,500). The est imated breakdown, by o b j e c t  of  ex- 
pendi ture ,  o f  the Counnission's budget f o r  FY 1961 i s  a s  follows: 

Personal  Serv ices  $102,730 
T rave 1 17,000 
Transpor ta t ion  of Things 300 
Postage , Telephone and Telegraph 1,300 
P r i n t i n g  and Reproduction 6,220 
Other Cont rac tua l  S e w i c e s  9,200 
Suppl ies  and Mate r i a l s  1,000 
Retirement Contr ibut ions 5,450 
S o c i a l  Secu r i ty  Contr ibut ions 300 

T o t a l  $143,500 

Actual  and es t imated  ob l iga t ions  by s p e c i f i c  o b j e c t s  o f  expendi- 
t u r e  f o r  t h e  f i s c a l  years  1960, 1961 and 1962 a r e  shown i n  Appendix A. 

IV . PROGRAM UF WORK 

A. S e l e c t i o n  of  Topics f o r  I n i t i a l  Study and General Progress 
Thereon 

The Commission recognized a t  the o u t s e t  t h a t  i t s  i n i t i a l  
s e l e c t i o n  o f  f i e l d s  of s tudy  represented  a c r u c i a l  dec i s ion  which 
would l a r g e l y  c h a r t  t he  Commission's course f o r  t h e  f i r s t  two o r  
t h ree  years  of i t s  ex i s t ence  and which would inf luence  t o  a cons iderable  
degree t h e  r e c e p t i v i t y  o f  i t s  endeavors by the  d i f f e r e n t  l e v e l s  o f  
government. At i t s  second meeting i n  February, 1960 the  Commission 
came t o  t h e  conclusion t h a t  i t s  work would f a l l  i n t o  t h ree  major a reas :  
(a) t a x a t i o n  and publ ic  f inance,  (b) t he  s t r u c t u r e  and ope ra t ion  of  
S t a t e  and l o c a l  governments, inc luding  t h e i r  r e l a t i o n s h i p s  w i th  each 
o t h e r  and w i t h  the  National  Government, and (c) t he  emerging i n t e r -  
governmental problems of t h e  l a r g e  met ropol i tan  a reas .  A t  i t s  t h i r d  
meeting he ld  on May 25, 1960 t h e  Commission s e l e c t e d  t h e  s p e c i f i c  
t o p i c s  w i t h i n  these  broad a reas  t o  which i n i t i a l  i nqu i ry  would be 



d i rec ted .  I n  making t h i s  s e l e c t i o n  a number of considerat ions were 
paramount. F i r s t ,  the  current  problems of intergovernmental r e l a t i o n s  
a r e  numerous and complex; shown i n  Appendix B is  the "check l i s t "  of 
poss ib le  subjec ts  of study which formed the i n i t i a l  point  of depar ture .  
Secondly, i n  view of i t s  na ture  and composition, the Comiss ion i s  not  
obliged t o  t r y  t o  cover over one period i n  time the  e n t i r e  gamut of 
intergovernmental r e l a t i o n s .  

Consequently, the  Commission took note of the following c r i -  
t e r i a  i n  the establishment o f  the f i r s t  yea r ' s  program of work: 
(1) Relat ive importance and urgency of the  problem and the  degree t o  
which i t  pervades a l l  o r  most l eve l s  of government, and the  degree t o  
which i t  impinges upon the e f f e c t i v e  operat ion of our f ede ra l  system; 
(2) manageability of the  problem i n  terms of time, money and t a l e n t  
ava i l ab le  f o r  i t s  study;  and (3)  the  r e l a t i v e  p o s s i b i l i t y  of  p r a c t i c a l  
accomplishments and improvements flowing from the  r e s u l t s  of  the  study.  

Se t  f o r t h  below a r e  the s p e c i f i c  top ics  se lec ted  f o r  s tudy,  
a b r i e f  statement of  the  problem and the  cu r ren t  s t a t u s  of each. 

1. Coordination of S t a t e  and Federal Inher i tance  and Es ta te  Taxes 

The Federal e s t a t e  t ax  c r e d i t  f o r  taxes paid t o  S t a t e s  
has remained unchanged s ince  1926, when it was f ixed a t  80 percent 
of Federal e s t a t e  tax  l i a b i l i t y  under the  1926 Federal  t a x  r a t e s .  
The 80 percent c r e d i t ,  i n  e f f e c t ,  enabled the  S t a t e s  through ap- 
p ropr ia t e  l e g i s l a t i o n ,  t o  take f o r  S t a t e  purposes about 80 percent 
of the t ax  l i a b i l i t y  imposed under Federal  law a t  t h a t  t ime. I n  
1932 and on severa l  subsequent occasions, the  Congress increased 
Federal e s t a t e  t a x  r a t e s  and reduced exemption without,  however, 
a l t e r i n g  the scope of the c r e d i t  f o r  S t a t e  t axes ,  wi th  the  r e s u l t  
t h a t  the Federal  Government now receives the  major proport ion of 
revenues derived from the Federal  tax .  

The Federal and S t a t e  governments c u r r e n t l y  der ive  about 
$1.7 b i l l i o n  from inher i tance  and e s t a t e  taxes .  I n  f i s c a l  year  
1959 the  Federal  revenue ( a f t e r  the  c r e d i t  f o r  S t a t e  taxes)  was 
$1.2 b i l l i o n .  The S t a t e  revenue was about $350 mi l l ion ,  composed 
of  about $140 mi l l ion  allowed a s  a c r e d i t  agains t  Federal  t a x  and 
$210 mi l l ion  levied ou t s ide  the  c r e d i t .  About one-fourth of the  
excess of S t a t e  taxes over the  c r e d i t  i s  bel ieved t o  come from 
taxes on e s t a t e s  not  taxed by the  Federal  Government--those 
which f a l l  below the Federal exemption. The balance represents  
S t a t e  taxes i n  excess of the Federal  c r e d i t  from e s t a t e s  taxed 
by both the  S t a t e s  and the  Federal Government. 

The Commission's study has been d i rec ted  toward the  
development of poss ib le  s impl i f i ca t ions  i n  the  Federal-State 
c r e d i t  arrangements which would provide an increased share  of 



this revenue source to the States while at the same time affording 
some simplification of the burden of taxpayer compliance. At its 
fourth meeting held on January 18-19, 1961 the Commission adopted 
a comprehensive report on this subject, which is being trans- 
mitted to the President and the Congress along with recommended 
legislative action. 

2. Investment of Idle Cash Balances by State and Local Units 
of Government 

Although there has been considerable improvement in the 
past two or three decades in the investment practices of State 
and local governments, designed to hold to a minimum the loss of 
interest income on cash balances, there is still considerable 
room for improvement particularly with respect to counties and 
municipalities. The practice of placing large inactive checking 
account balances with local banks is still frequently encountered. 
The subject is particularly apropos in a time of relatively high 
interest rates and urgent needs of State and local governments 
for increased revenue. 

At its fourth meeting held on January 18-19, 1961 the 
Commission adopted a report dealing with this problem. The re- 
port is being transmitted to State and local governments along 
with recommended legislative and administrative action. 

3. Periodic Congressional Reassessment of Federal Grants-in-Aid 
to State and Local Governments 

The difficulty of terminating, redirecting or otherwise 
modifying Federal grants-in-aid, once initiated, has been stressed 
by practically every group, beginning with the "First Hoover Com- 
mission," which has examined Federal-State relations. The C m -  
mission has conducted a study of this problem and a report, with 
recommendations to the Congress, will be issued in the spring of 
1961. 

4. Possible Modification in Categorical Grants-in-Aid for 
Public Health Services 

Continuing Federal grants for public health activities 
were inaugurated under the Social Security Act of 1935. Grants 
for the control of venereal disease were initiate'd earlier by 
the Chamberlain-Kahn Act of 1918 but were discontinued after a 
few years. The Public Health Service Act of 1944, consolidating 
and expanding previous public health legislation, is now the 
basic public health statute. Grants are made to assist the States 
and their political subdivisions to maintain adequate programs 



for general health and in five specific categories: Cancer control, 
heart-disease control, mental health, tuberculosis control, and 
venereal-disease control. Funds are allotted to the States for 
each category except venereal disease on the basis of formulas 
which take into account population, the extent of the particular 
health problem, and State per capita income. Funds for venereal- 
disease control are granted on a project basis at the discretion 
of the Surgeon General and do not require matching. Grants for 
all other categories must be matched by the expenditure of 1 dollar 
from State or local sources for every 1 Federal dollar. The pro- 
grams are administered by the Public Health Service, Department of 
Health, Education, and Welfare. 

Dating from the "First Hoover Commission" every major 
study group which has concerned itself with intergovernmental re- 
lations has identified as one of the problems of Federal-State 
relations current at the time, the specific categorization of 
Federal grants-in-aid for public health services and the admin- 
istrative and budgetary difficulties alleged to be associated 
therewith. The report of the "First Hoover Commission" on 
Federal-State Relations in a section entitled "Piecemeal Deter- 
mination: Public Health" discussed this situation as one which 
"makes it difficult for the States to balance their own fiscal 
and administrative activities." Similar comments were made in 
the report of the Intergovernmental Relations Subcommittee of 
the House Committee on Government Operations in 1958 and the 
final report of the Joint Federal-State Action Committee. 

The Commission has conducted a study of this issue and 
has adopted a report containing recommendations for certain 
amendments to the Public Health Service Act of 1944. The report 
with accompanying recommendations will be issued in the near 
future. 

5. Intergovernmental Relations and Responsibilities with Respect 
to Mass Transportation Facilities and Services in Metropolitan 
Areas - 

Ways and means of preserving and strengthening commuter 
transportation facilities in major metropolitan areas are essential 
if the economic and social health of such areas is to be main- 
tained. Continued abandonment of railroad passenger service has 
jeopardized many rapid transit systems and has thrown an in- 
creasingly severe burden on other forms of commuter transportation, 
chiefly the already overcrowded highways. A principal factor in 
the current breakdown of commuter transportation--especially rail- 
road commuter facilities--has been the overlapping jurisdiction 
of Federal, State, county and local governments in the field of 



transit regulation, taxation, etc., and the failure of these 
various levels of government to coordinate their activities insofar 
as they affect commuter service, including the uncoordinated use 
of subsidies and taxing powers with respect to competing forms of 
transportation. 

The Institute of Public Administration in New York has 
undertaken a study of this problem for the Commission. The study 
is directed to the development of possible measures which can be 
taken by the respective levels of government--principally the 
States and the National Government--to ameliorate the current in- 
tergovernmental complexities which stand as a barrier to the 
development of integrated and balanced transportation plans and 
facilities in the metropolitan areas. The Commission hopes to 
issue a report on this subject in the early summer of 1961. 

6. State Constitutional and Statutory Restrictions Upon Local 
Units of Government 

This topic has been rated as highly important by most 
study groups which have examined intergovernmental relations in 
general or State-local relations in particular. It has been 
viewed by many as being of key importance in strengthening local 
governments and thereby arresting unnecessary centralization. The 
objective of decentralization cannot be attained by a readjustment 
of National-State relations alone. It will be fully achieved only 
when carried through to the lowest levels of government, where 
every citizen has the opportunity to participate actively and 
directly. The strengthening of local governments requires that 
activities that can be handled by these units be allocated to 
them, together with the financial resources necessary for their 
support. 

The Comission is undertaking an intensive study of this 
problem and will be submitting reports and recommendations for 
the consideration of State governments and legislatures. 

7. Structure and Potential Improvement of the Real Property Tax 

The effectiveness of property taxation is and will remain 
the central tax problem of local governments. The successful 
resolution of the problem will in large measure depend on the 
nature of State-local tax relations and more particularly on the 
leadership and assistance provided local governments by the States 
in efforts to improve property taxation. Apart from highway-user 
revenues largely dedicated to road purposes, property taxes pro- 
vide more than half of all State and local tax revenues and for 
seven-eighths of locally collected tax revenues of cities, towns, 
counties, and school districts. The local units of government 



will depend upon the property tax for large parts of additional 
revenues needed in the future, and their quest for revenues is 
expected to continue unabated because most of the forces which 
have contributed to rising government costs since the war are 
likely to persist into the indefinite future. In the face of 
these needs, property taxation policies are severely limiting 
the fiscal powers of a great majority of local governments oper- 
ating under constitutional, statutory and charter tax rate and 
debt limitations based on assessed value aggregates. 

The Commission is sponsoring a study of intergovernmental 
relationships--especially State-local relationships-with respect 
to the real property tax. The study will be conducted by the 
Institute of Public Administration in New York in cooperation 
with the staff of the Comission, with financing from private 
foundation sources. The study is intended to develop recommenda- 
tions for State and local governments on ways in which the structure, 
yield, and administration of the real property tax may be improved. 

8. Cooperative Tax Administration 

This is still a productive field for improvement in inter- 
governmental financial relations, despite marked progress already 
made. The  omission's studies of this subject will result in 
a series of reports designed to uncover new and fruitful possi- 
bilities for cooperative arrangements among Federal, State and 
local tax administrators. 

9. Development of Improved Measures of Fiscal Capacity and Tax 
Effort of State and Local Units of Government 

Several authorities in the tax field have mentioned this 
as one of the most difficult yet one of the most promising areas 
of research in intergovernmental financial relations. Some 
financial grants-in-aid from the National Government to the 
States are based in part upon the utilization of per capita in- 
come as a measure of State fiscal capacity. Likewise, in State- 
local relations, per capita income and assessed value of real 
property are among the measures most frequently used in the de- 
velopment of State aid formulas. Many have expressed doubt as 
to the validity of either per capita income or assessed valuation 
as accurate measures of fiscal capacity of State and local units 
of government, but no better measures susceptible to general 
application have as yet been devised. To explore adequately the 
possibility of other measures requires a fairly sizable research 
undertaking embracing the fields of economics and public finance 
and exceeds by far the financial and staff resources available 
to the Commission. Therefore, the Comission has been endeavoring 
to secure private financing for the undertaking of this study but 
has so far been unsuccess£ul. 



Addi t iona l  Topics Se l ec t ed  f o r  Study B. 

miss ion  

1. 

A t  i t s  fou r th  meeting he ld  on January 18-19, 1961 the  Com- 
s e l e c t e d  t h e  fol lowing a d d i t i o n a l  items f o r  i t s  work program. 

S t a t u t o r y  and Administrat ive Controls  Associated wi th  Federa l  
Grants-in-Aid f o r  Publ ic  Assis tance 

Sec t ion  2 (3)  of  the  s t a t u t e  charges the  Commission spe- 
c i f i c a l l y  wi th  g iv ing  " c r i t i c a l  a t t e n t i o n  t o  the  condi t ions  and 
c o n t r o l s  involved i n  t h e  admin i s t r a t  ion of Federa l  g r a n t  programs .It 
The Commission has taken cognizance of cu r r en t  d i scuss ions  and 
d i f f e rences  of  opinion between a  number of S t a t e s  and t h e  National  
Government regarding the  condi t ions  and requirements a s soc i a t ed  
wi th  the  review and approval  of  S t a t e  plans f o r  publ ic  a s s i s t a n c e  
a c t i v i t i e s ,  p a r t i c u l a r l y  a i d  t o  dependent ch i ld ren .  

2 .  Poss ib le  Measures by S t a t e  and National  Governments t o  
F a c i l i t a t e  Metropol i tan Area Planning and Development 

As mentioned e a r l i e r ,  t he  Commission be l i eves  t h a t  t he  
emerging intergovernmental problems of the  l a rge  met ropol i tan  
a reas  c o n s t i t u t e  a  h ighly  important and urgent  segment of  t h e  Com- 
mis s ion ' s  a c t i v i t i e s .  I n  a d d i t i o n  t o  address ing  i t s e l f  t o  t he  
s p e c i f i c  problem of  mass t r a n s p o r t a t i o n  i n  met ropol i tan  a reas  a s  
descr ibed  e a r l i e r ,  some o f  t he  more genera l  a spec t s  of Federa l -  
S t a t e - l o c a l  r e l a t i o n s h i p s  i n  these  l a rge  urban a reas  w i l l  be 
examined. The Commission w i l l  g ive  p a r t i c u l a r  a t t e n t i o n  a t  t h i s  
time t o  the  r o l e  of  the  National  Government and t o  poss ib l e  addi-  
t i o n a l  measures the  National  Government could take  t o  f a c i l i t a t e  
intergovernmental r e l a t i o n s h i p s  i n  those a r e a s .  

3 .  S t a t e  and Local Taxation of  P r i v a t e l y  Owned Personal  Property 
Located on Fede ra l ly  Cont ro l led  Areas 

This  i s  a  r e l a t i v e l y  narrow bu t  bothersome aspec t  of 
Federa l -S ta te  t a x  r e l a t i o n s .  Curren t ly  p r i v a t e l y  owned personal  
proper ty  loca ted  on Federa l  r e se rva t ions  o r  o t h e r  f e d e r a l l y  con- 
t r o l l e d  a reas  i s  exempt from l o c a l  proper ty  t axa t ion .  This  
problem w i l l  be explored and poss ib le  recommendations f o r  modi- 
f i c a t i o n s  i n  e x i s t i n g  l e g i s l a t i o n  w i l l  be examined. 

The Comnission w i l l  explore p o s s i b i l i t i e s  f o r  augmenting 
S t a t e  and l o c a l  revenues through sha r ing  i n  Federa l  and S t a t e  
c o l l e c t i o n s .  The p o t e n t i a l  scope o f  l o c a l  and S t a t e  supplements 
t o  S t a t e  and Federa l  taxes ,  r e s p e c t i v e l y ,  w i l l  a l s o  be  s tud ied  
wi th  a  view t o  i d e n t i f y i n g  t h e  t a x  a reas  and s i t u a t i o n s  i n  which 
t h i s  device has genera l  a p p l i c a b i l i t y .  



C .  Other A c t i v i t i e s  

1. Economic Data Regarding Metropolitan Areas 

Government adminis t ra tors  i n  metropoli tan a reas  and 
scholars  engaged i n  research on various aspects  of  metropoli tan 
a rea  problems have become increas ingly  concerned regarding the  
lack of  adequate economic and o t h e r  s t a t i s t i c a l  d a t a  covering 
metropoli tan areas  a s  an economic e n t i t y .  Typical ly,  these  
da ta  a r e  co l l ec ted  and published by p o l i t i c a l  u n i t  and cannot 
always be pulled together  on an economic a rea  bas i s .  

The Commission has been carry ing on discussions wi th  
Federal  and S t a t e  agencies regarding the  ways i n  which census, 
income, banking and o the r  s t a t i s t i c s  can be made more use fu l  t o  
those engaged i n  metropoli tan a rea  planning. 

2. Food and Drug Regulation 

The Commission i s  giving cooperation t o  a s tudy being 
undertaken by the Associat ion of Food and Drug Administrators 
d i rec ted  toward the strengthening of  S t a t e  and l o c a l  food and 
drug regula t ion  enforcement and the  improvement of  intergovern- 
mental r e l a t i o n s  i n  t h i s  f i e l d .  

3.  Library and clearinghouse A c t i v i t i e s  

As one of i t s  f i r s t  tasks  the  Commission has cons t i tu ted  
i t s e l f  a s  a c e n t r a l  clearinghouse f o r  information on the  many 
complex aspects  of intergovernmental r e l a t i o n s .  As  p a r t  of  t h i s  
general  purpose i t  w i l l  a c t  a s  a co-ordinating cen te r  f o r  the  
fu r the r  study of intergovernmental problems . 

I n  t h i s  connection the  Conrmission does no t  envisage 
i t s e l f  a s  a repos i tory  f o r  a l l  the  enormous amounts of  information 
r e l a t i n g  to  intergovernmental r e l a t i o n s .  It has begun a s e l e c t i v e  
c o l l e c t i o n  of  the  more important s tud ies  of S t a t e s ,  count ies ,  and 
municipal governments, by ac t ing  as  a c e n t r a l  reference point ,  
d i r e c t i n g  inqu i r i e s  t o  the  appropriate source. 

Among the  f i r s t  tasks  of the  Commission i n  t h i s  regard 
has been (1) t o  assemble important information sources on the  
more c r u c i a l  intergovernmental problems, (2) t o  i d e n t i f y  the  
major sources of  information i n  order  t o  serve a s  a convenient 
reference point ,  and (3) t o  prepare, o r  have prepared, monographs 
summarizing present ly  ava i l ab le  but r e l a t i v e l y  inaccess ib le  da ta  
i n  Federal agencies and o the r  sources which w i l l  he lp  o t h e r  l eve l s  
of government t o  help themselves i n  the so lu t ion  of  t h e i r  f i n a n c i a l ,  
adminis t ra t ive ,  and o the r  problems. 



4. Informational Activities 

During its first year of operations the Commission, its 
Chairman, Vice Chairman and staff have met with a number of 
professional groups to explain the legislative mandate of the 
Commission and to solicit information and suggestions regarding 
problems of concern to the Commission. Included among these 
activities have been meetings with: the Annual Governors' Con- 
ference, Glacier Park; the Annual Conference of the U. S. Con- 
ference of Mayors, Chicago; the Silver Anniversary Conference of 
the National Association of County Officials, Miami; National 
Association of Tax Administrators, Minneapolis; National Municipal 
League - National Conference on Government, Phoenix; New York 
Chapter, Society for Public Administration; VIIIth Inter-American 
Municipal Congress, San Diego; New York State Local Government 
Workshop, Albany; 25th Anniversary Finance Officers Workshop, 
Pennsylvania State University; and other conferences and meetings 
of State and local officials. 



APPENDIX _A 

OBLIGATIONS CTF THE ADVISOKY COMMISSION ON INTERGOVERNMENTAL RELATIONS 
FOR FISCAL YEARS 1960, 1961 AND 1962 

Object Classification (In thousands) 
1960 1961 1962 

actual estimate estimate 

11. Personnel Compensation. .............. 16 10 3 232 

12. Personnel Benefits (Retirement, 
Group Life Insurance, Health In- 
surance) ............................ 1 7 16 

21. Travel (Commission Members and Staff). 9 17 3 6 

22. Transportation of Things. ................ ... 1 

23. Rent and Utilities.................... ... ... 1 

Postage, Telephone and Telegraph ...... 1 1 5 

24. Printing and Reproduction.. .........., 1 6 2 6 

25. Contractual Services.................. 6 8 4 2 

26. Office Supplies and Materials......... 2 1 5 

31. Office Furniture and Equipment....... . 13 ... 12 

................ Total Obligations 48 144 375 





APPENDIX 2 

ADVISORY COMMISSIOH ON INTERGOVERNMENTAL RELATIONS 
Washington 25, be C. 

April 5, 1960 

Draft Check List of Poseible Problems and Issues of 
Intergovernmental Relations to which Advisory Commission on - 
Intergovernmental Relations Could Conceivab&.y Address Itself 

Continuance, modification, expansion, or discontinuance of specific 

Federal grant-in-aid programs 

a. School lunch and special milk programs 

b, Public assistance 

c. Hospital construction 

d. Public health grants 

(1) general public health services 

(2) health and medical research 

(3) mental health 

(4) tuberculosis 

(5) venereal disease 

e. Water pollution and sewage treatment facilities 

f. School construction and operation in federally impacted areas 

g. Token grants to land-grant colleges 

h. Educational activities under National Defense Education Act 

i. Vocational education 

j. Library services 

k. Vocational rehabilitation 

1. Employment security administration 



- 2 -  

Agricultural extension 

Agricultural experiment stations 

Forest protection and utilieation 

Agricultural marketing services 

Fish and wildlife restoration and management 

Civil defense 

Natural disasters 

Airport construction 

Slum clearance and urban renewal 

Urban pla~ing grants 

Public housing 

State marine schools 

Highways 

(Note: All of the above except water pollution, libraries and 
defense educational activities were covered by the Kestnbaum 
Commission .) 

2. Improvement in intergovernmental administration of grant-in-aid 

programs 

Whether or not all grants should be channeled through the States 

Auditing 

Question of degree of review of State and local plans, and other 

rules and regulations of Federal agencies administering gxants- 

in-aid 

Judicial or other review of Federal administrative decisions 

regarding grants-in-aid 

Question of substitution of block grants for certain categorical 

grants and for transferability of funds among specific categories 

(e.g., public health categorical grants) 



- 3 -  

f. Development of a standard provision for insertion into statutes 

authorizing any new grants-in-aid which would provide for Con- 

gressional re-examination of the grant after a specified lapse 

of years. 

3. Simplification of Congressional, State and local machinery for 

approval of interstate compacts 

4. Metropolitan areas and metropolitan planning 

Mass transportation facilities and services 

Water and sewage 

Governmental organization in metropolitan areas 

Possible measures by State and National Governments to facilitate 

metropolitan area planning and development 

Coordination of National Government programs having impact on 

particular metropolitan areas (e.g., highways, housing, waste 

treatment, etc.) 

5.  State constitutional and statutory restrictions upon local units 

of government -- functional, organizational and financial 
6. Consolidation of local units of government 

7. Legislative apportionment 

8. Disposal of Federal surplus property 

9. provision by States of professional services to small local units 

of government 

10. Development by States of "shelf" of State-local public works 

11. Governmental assistance to small business (i.e., what role should 

State and local governments have in this regard?) 



River and harbor development 

Governmental assistance in meeting technological unemployment-- 

retraining and reallocation of displaced personnel in automated 

industry and mechanized agriculture 

Economically depressed areas 

Education beyond the high school (intergovernmental relationships 

in other levels of education covered in grant programs enumerated 

in (1) above and already largely researched from intergovernmental 

relations point of view) 

Weather modification 

Atomic energy licensing and regulation (partially researched already) 

Water resources in general (partially researched already; also 

partially covered under "metropolitan areas" above) 

Production and distribution of desalinated water 

Federal-State-local relationships in law enforcement 

Labor management relations (with respect to Federal-State "no 

man's land") 

Traffic safety 

Environmental heal th 

a. Food and drug regulation 

b. Air pollution 

c. Water pollution 

d. Radio-active fallout 



24. Taxation and public finance 

a. 

b. 

C . 

d . 

e. 

f 0 

g 

h. 

i. 

j. 

k. 

1. 

m. 

n. 

Note: 

Exchange of spec i f ic  grants for  spec i f ic  tax sources 

Revision of e s t a t e  tax (information already i n  process of 

collection) 

Payment i n  l i e u  of taxes, shared revenues, and loans and 

repayable advances 

Intergovernmental tax immunities (other than those covered 

i n  "payment i n  l ieu" problem) 

Economic incidence and impact of d i f fe ren t  taxes-research 

directed toward be t te r  measures of "tax e f for t "  and tax 

resources 

S ta te  technical assistance to  local  government borrowing 

S ta te  and local  tax and other f inancial  competition for  industry 

Structure, incidence and administration of the loca l  rea l  property 

tax 

Cooperative tax  administration 

Investment of i d re  cash balances i n  interest-bearing secur i t i es  

Centrally collected, local ly  shared revenues 

Equalization features of Federal grants-in-aid 

Non-property tax sources of local  government revenue 

S ta te  taxation of income derived from in t e r s t a t e  commerce 

Problems of (a) elementary and secondary school construction and 
operation, (b) c i v i l  r igh ts  and ( c )  heal th  insurance a r e  not l i s t e d  
because of recent detai led Congressional consideration of these issues. 

:+, 
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