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I. SOME HIGHLIGHTS IN FEDERAL-STATE-LOCAL RELATIONS IN 1963 

Following is a summary of some of the more gignificant developments 
affecting relationships among Federal, State, and local governments 
during the past year. 

Civil Rights 

The major intergovernmental issue confronting the Nation during 
1963 was that of civil rights. Depending upon the way the general 
civil rights issue is considered, the relative roles of National, State, 
and local governments can be termed either the major--or an incidental 
and subsidiary--question. 

In any event, a number of intergovernmental questions have been 
involved--e. g. the constitutionality of State "trespass" laws by 
business establishments desiring to choose and restrict their clientele; 
the constitutionality of State "public acconunodation" statutes in terms 
of their effect upon private property; the use of literacy and other 
tests in adjudging qualifications for voters for national office; and 
the question of integrated or segregated facilities financed in part 
by Federal grant-in-aid funds. 

Legislative Apportionment 

Repercussions from the decision of the U. S. Supreme Court in Baker 
v. Carr in April 1962 were wide and rapid. Litigation with regard to 
the apportionment of State legislatures was initiated in State or Federal 
courts or both in approximately 40 States. A considerable number of 
State legislatures passed reapportionment acts, and several major 
questions are pending before the U. S. Supreme Court. These include, 
primarily, the question of the extent to which factors other than popu- 
lation may be employed in apportioning seats in one or both houses of 
a State legislature without running counter to the "equal protection" 
clause of the 14th Amendment. Significant additional and related issues 
have been catalyzed by the Supreme Court decision in Baker v. Carr. 

The extent to which the equal protection clause of the 14th Amend- 
ment applies to actions of State legislatures in establishing boundaries 
of Congressional districts is pending before the Supreme Court in the 
case of Wesberry v. Sanders. On the one hand, it is argued that the 
"equal protection" concept is just as valid with regard to voting for 
representatives to Congress as for State legislatures. On the other 
hand, it is argued that the 14th Amendment constitutes a restriction 
upon the manner in which States regulate their internal affairs and 
does not apply to a function upon which the Congress, if it chose, 
could legislate explicitly. The Constitution leaves the matter of 



Congressional districting up to the Congress. (Article 1, Sec. 4 of 
the Constitution states "the times, places, and manner of holding 
elections for Senators and Representatives shall be prescribed in 
each State by the legislature thereof, but the Congress may at any 
time by law make or alter such regulation...") 

The manner in which seats on city councils and county boards of 
supervisors are apportioned has also been challenged in a number of 
States subsequent to Baker v. Carr. In a few instances, mostly pur- 
suant to decisions of State courts, the apportioning of such legisla- 
tive bodies has been altered in order to correct "invidious discrimina- 
tion. " 

Federal Grants-in-Aid 

The first session of the 88th Congress enacted the following new 
major Federal grant programs: (1) assistance for facility construction 
at schools of medicine, dentistry, and other health professions 
(P.L. 88-129); (2) assistance in the construction of community mental 
health facilities (P.L. 88-164) ; (3) expanded assistance in the preven- 
tion and treatment of mental retardation in children (P.L. 88-164); 
(4) expanded assistance to the States for the conduct of vocational 
education (P.L. 88-210); (5) assistance in the construction of college 
and university buildings (P.L. 88-204); and (6) assistance in combating 
air pollution (P.L. 88-206). 

Four trends are discernable in this new Federal grant-in-aid legis- 
lation: (a) recognition of variations in State fiscal capacities in 
the distribution of grant funds; (b) an increasing emphasis on "project 
grants"; (c) provision by the Congress of safeguards against possible 
arbiqrary exercise of administrative powers by Federal agencies in the 
administration of grant-in-aid programs by providing in the statute for 
judicial review of administrative actions taken; and (d) increasing 
sentiment in favor of a periodic five-year review of grants-in-aid--a 
proposal originated by the Advisory Commission in 1961. 

State Government Concern with Urban Problems 

In 1963, all of the 50 States were in legislative session at one 
time or another--most of them in "regular" session. The volume of legis- 
lation enacted and the degree of legislative attention directed to pro- 
blems of the large urban areas exceeded that of any comparable period in 
the past. A wide range of legislation was enacted, designed to provide 
State assistance, to facilitate local efforts, and otherwise to demon- 
strate the concern of the State government with both existing and emerging 
problems of the metropolitan areas. State legislative action was 
especially noteworthy in liberalizing annexation laws, extending 



general authority for interjurisdictional contracting and joint enter- 
prises, providing standards for and generally regulating the creation 
of new municipal incorporations and in providing financial aid and 
regulatory authority to meet urban water and sewage needs. Although 
reapportionment agitation and public criticism of legislatures for 
previous inattention to these problems may have been responsible to 
some extent, it would appear that the primary factor was in the growth 
of the problems themselves and the pleas of local government officials 
for State action. 

State Taxation of Interstate Commerce 

The House Judiciary Committee made further progress in its study 
of the jurisdiction of the States over the taxation of income derived 
from and sales involved in interstate commerce. During the year the 
Cormittee circulated to a wide range of businesses a comprehensive 
questionnaire to probe in depth the scope and magnitude of the problem. 
The time limit for the Committee's report to the Congress was extended 
by an additional year to the first session of the 89th Congress. 



11. CHANGES IN COMMISSION MEMBERSHIP AND STAFF 

During 1963 the following changes occurred in Commission member- 
ship: 

Arthur Selland, Mayor of Fresno, California, was killed in an 
automobile accident in December. He was an able member of the Commis- 
sion and will be sorely missed. One of the consultants to the Commis- 
sion--Ted G. Driscoll, former Director of the Washington Office of the 
Council of State Governments--passed away in October. 

Senators Ervin, Muskie, and Mundt were reappointed to new terms by 
the Vice President, and Congressman Fountain, Congresswoman Dwyer, and 
Congressman Keogh were reappointed to new terms by the Speaker of the 
House. Governor Carl E. Sanders of Georgia was appointed to the place 
formerly occupied by Governor DiSalle of Ohio; Governor Terry Sanford 
of North Carolina, who was appointed to the place formerly occupied by 
Governor Hollings of South Carolina, resigned in November 1963. 
Harry King Lowman, Speaker of the House of Representatives in Kentucky, 
was appointed to the place formerly occupied by Robert B. Duncan, 
Speaker of the House in the Oregon Legislature, who was elected to the 
Congress in 1962. Speaker Lowman's term on the Commission will expire 
concurrently with the expiration of his term in the Kentucky Legislature 
in early January 1964. The term of Richard Batterton as Mayor of Denver 
expired in July and he was replaced on the Commission by the late 
Arthur Selland. The current membership of the Commission is presented 
on the inside front cover. 

During the year, Governor Anderson of Kansas, a member of the 
Commission, was elected Chairman of the Governors' Conference and 
Mayor Selland had been elected President of the U. S. Conference of 
Mayors. Upon his death, he was succeeded in this position by 
Mayor Tucker of St. Louis, also a member of the Commission. 

The following changes occurred in the professional staff of the 
Commission: (1) Miss Selma Mushkin rejoined the Commission staff 
following a year's leave of absence during which time she served on 
the staff of the Organization for Economic Cooperation and Development 
in Paris; (2) Mrs. Sally Shames resigned to accept a position at 
George Washington University and was succeeded by Mr. Bruce McDowell 
who came to the Commission from the staff of the Maryland National 
Capital Park and Planning Commission. 

The complete staff of the Commission, including consultants, is 
shown on pp. ii and iii. 



111. APPROPRIATIONS AND BUDGET 

For the period July 1, 1962 through June 30, 1963, the Commission 
operated on an appropriation of $375,000. For the fiscal year ending 
June 30, 1964, $385,000 was requested and appropriated by the Congress. 
The increase over the preceding year was necessitated by the Federal 
pay increase act of 1962. 

The breakdown, by object of expenditure, of the Commission's 
budget for FY 1964 is as follows: 

Personnel compensation 
Personnel benefits 
Travel and transportation of persons 
Transportation of things 
Rent and utilities 
Comrnunica tions 
Printing and reproduction 
Other services 
Supplies and materials 
Equipment 

Total obligations $385,000 

Actual and estimated obligations by specific objects of expendi- 
ture for the fiscal years, 1963, 1964, and 1965 are shown in Appendix A. 

Toward the end of the year, the Commission was requested by the 
Executive Branch of the Federal Government to undertake projections of 
State and local government expenditures over the next decade, as a part 
of an overall study being undertaken within the Executive Branch of 
projected rates of growth of the national economy as a whole. Twenty- 
five thousand dollars was transferred to the Comission in December 1963, 
to which the work involved in this project will be charged. 



IV. PROGRESS IN IMPLZMENTING PREVIOUS RECOMMENDATIONS OF THE COMMISSION 

Since it exists as a continuing, rather than a temporary body, the 
Commission is able to approach its work selectively and to consider 
problems in depth. It feels no compulsion to cover the whole subject 
of intergovernmental relations within a fixed span of time. The Commis- 
sion recognizes that its own value and place in the federal system will 
be determined by its ability to make constructive contributions. It 
cannot expect continuance and support over an indefinite period unless 
its actions produce significant improvement in relationships among 
Federal, State, and local agencies of government. Therefore, the 
Commission considers the function of implementation just as important 
as the research and study function and devotes a significant share of 
its energies to stimulating and encouraging the adoption of its recom- 
mendations at National, State, and local levels of government. 

Following is a summary of developments at the different levels of 
government during the period covered by this report with respect to 
recommendations submitted by the Commission. 

A. National Government 

1. Financial support on a continuing basis to metropolitan 
area planning agencies. 

In its report--Governmental Structure, Organization, and 
Planning in Metropolitan Areas--the Commission expressed the view that 
Federal grants to metropolitan planning agencies under Section 701 of 
the Housing Act would be more effective if provided on a continuing, 
rather than a project basis. Bills were introduced in the second session 
of the 87th Congress to carry out that recommendation (S. 7362 and 
H. R. 11795). Subsequently, the Housing and Home Finance Agency deter- 
mined that continuity of financial support of the kind recommended by 
the Commission could be provided under existing legislation. As a 
result, the Commissioner of the Urban Renewal Administration, in a 
directive dated August 23, 1963, authorized the use of Section 701 funds 
by metropolitan or regional planning agencies on a continuing, as well 
as a project basis. 

2. Review by a metropolitan planning agency of applications 
for certain Federal grants-in-aid within the area. 

In its report, Governmental Structure, Organization. and 
Planning in Metropolitan Areas, the Commission recommended that the 
coordination of Federal programs providing financial assistance for 
physical facilities within metropolitan areas be improved. Specifically, 
it recommended that certain Federal grants-in-aid--i.e. highway, public 



housing and hospital construction, waste treatment works and urban 
renewal projects--be reviewed and commented upon by an areawide plan- 
ning agency prior to final consideration by the Federal agency concerned. 
The Commission expressed the view that as a minimum this requirement 
would assure an improved interchange of information with regard to 
federally financed physical facilities within metropolitan areas and 
desirably would strengthen public works planning in the metropolitan 
areas with consequent economies in expenditures of Federal, State, and 
local funds. 

Bills to carry out this recommendation were introduced in 
the second session of the 87th Congress (S. 3363 and H. R. 11799), but 
no action was taken. They were reintroduced in the first session of 
the 88th Congress as S. 855 (Muskie, D., Me.), H. R. 1910 (Dwyer, R., 
N. J.) and H. R. 2168 (Rains, D., Ala.). 

The Senate Subcommittee held hearings on S. 855 in May 
1963. In November 1963, the Subcommittee agreed to report the bill 
favorably with some amendments to the full Senate Committee on Govern- 
ment Operations. 

3. Coordination of State and Federal inheritance, estate, 
and gift taxes. 

To carry out the recmendations made in the Comission's 
report, Coordination of State and Federal Inheritance, Estate and Gift 
Taxes, the following bills were introduced in the first session of the 
88th Congress: H. R. 5039 Neogh, D., N. Y.), H. R. 6206 (Fountain, D., 
N. C.), H. R. 6207 (Dwyer, R., N. J.). These bills are still pending 
before the House Ways and Means Connnittee. The Commission's recomenda- 
tion that the estate tax credit be revised has been endorsed by the 
Governors' Conference, National Association of Counties, American Munici- 
pal Association, National Legislative Conference, National Association 
of Attorneys General, Executive Connnittee of the National Conference of 
State Legislative Leaders, and National Association of State Auditors, 
Comptrollers, and Treasurers. 

4. Modification of Federal grants-in-aid for public health 
services. 

To carry out the Commission's recommendation for increased 
flexibility at the State level in the handling of certain public health 
grants-in-aid and to provide for a uniform apportionment and matching 
formula for such grants, the following bills were introduced in the 
first session of the 88th Congress: H. R. 2487 (Dwyer, R., N. J.), 
H. R. 6195 (Fountain, D., N. C.), S. 1051 muskie, D., Me. and cosponsors, 
Bartlett, D., Alaska; Ervin, D., N. C.; McCarthy, D., Minn.; McGee, D., 
Wyoming; Moss, D., Utah; Mundt, R., S. D.; Nelson, D., Wisc.; Pearson, R., 



Kansas; Prouty, R., Vt.; Randolph, D., W. Va.; Tower, R., Texas; 
Williams, D., N. J.). These bills are still pending before the House 
Committee on Interstate and Foreign Commerce and the Senate Committee 
on Labor and Public Welfare. 

The Commission's proposal has been endorsed by the 
Governorst Conference; Executive Committee of the National Conference 
of State Legislative Leaders; National Association of State Budget 
Officers; Midwestern Regional Conference of the Council of State Govern- 
ments; National Association of Counties; American Municipal Association; 
National Legislative Conference of the Council of State Governments; and 
National Association of Attorneys General. 

5. State and local taxation of privately owned property 
located on Federal areas. 

The Commission issued a report on this subject in 1961 and 
recommended that Federal agencies be authorized to retrocede existing 
Federal legislative jurisdiction to State governments with respect to 
various Federal lands and properties. The Commission endorsed also a 
legislative proposal along these lines which had been developed earlier 
by an interdepartmental committee of the Federal Government in coopera- 
tion with the Council of State Governments. 

Legislation to carry out this proposal is embodied in 
S. 815 (McClellan, D., Ark.) and companion bills, H. R. 4068 (Schwengel, 
R. , Iowa) and H. R. 4433 (Dawson, D. , I11 .) . 

This legislation was first introduced during the Eisenhower 
Administration and has been strongly supported by the present Administra- 
tion. The Council of State Governments, American Municipal Association, 
National Association of Counties, and National Association of Attorneys 
General have all taken positions in support of the pending legislation. 

6. Intergovernmental responsibilities for water supply and 
sewage disposal in metropolitan areas. 

In 1962 the Commission issued a report on this subject 
and recommended that the Federal Water Pollution Control Act be amended 
(a) to increase the ceiling for sewage treatment grants for a single 
project from $600,000 to $1 million; (b) to authorize a ceiling of 
$4 million instead of the $2,400,000 for combined sewage treatment pro- 
jects serving several communities; and (c) to authorize a 10 percent 
Federal financial incentive for those treatment works consistent with 
a comprehensive areawide plan for urban development. Legislation to 
carry out these proposals are embodied in S. 649 (Muskie, D., Me.; 
Bayh, D., Ind.; Clark, D., Pa.; Douglas, D., Ill.; Engle, D., Cal.; 



Fong, R., Hawaii; Gruening, D., Alaska; Hart, D., Mich.; Humphrey, D., 
Minn.; Inouye, D., Hawaii; Long, D., Mo.; Magnuson, D., Wash.; McCarthy, 
D., Minn.; McGee, D., ylo.; Moss, D., Utah; Nelson, D., Wisc.; Neuberger, 
D., Ore.; Pell, D., R. I.; Randolph, D., W. Va.; Rkbicoff, D., Conn.; 
Williams, D., N. J.; and Young, D., Ohio) and H. R. 3166 (Blatnik, D., 
Minn.). S. 649, which includes a number of other legislative proposals 
dealing with Federal enforcement power, additional grants, and organiza- 
tion matters upon which the Commission took no position, was passed by 
the Senate in October. Hearings on this bill have now been completed 
by the House Public Works Committee. 

Legislation to carry out the Commission's recommendations 
for amending the Public Facility Loan Program (a) to remove population 
ceilings and permit joint action by communities in meeting water and 
sewer needs, (b) to tighten eligibility requirements for use of wells 
and septic tanks under the FHA mortgage insurance program, and (c) to 
provide insurance for site preparation and development costs of water 
and sewer lines and systems has been embodied in H. R. 9080 (Dwyer, R., 
N. J.). 

The Commission also recommended that the President direct 
the appropriate Federal departments and agencies to evaluate present 
enforcement powers and financial incentives to control industrial 
pollution in order to determine how their effectiveness may be improved 
through changes in procedures, policy or statutory revision, and the 
roles of State and local governments in such a program. In response to 
this recommendation, the Public Health Service of the Department of 
Health, Education, and Welfare contracted with the Institute of Public 
Administration to evaluate possible measures for providing financial 
and other appropriate incentives to encourage industrial pollution 
abatement, including the appropriate roles for Federal, State, and 
local governments. The report of the Institute is expected early in 
1964. 

B. State and Local Government 

During 1962 and 1963 the Commission distributed widely to 
State and local officials a variety of recommendations for State legis- 
lative action designed to improve State-local and interlocal relations. 
These legislative proposals of the Commission were in the form of draft 
bills, developed pursuant to policy recommendations adopted by the 
Commission in its several reports. 

For the most part the draft bills developed by the Commission 
have met with the approval of the Committee of State Officials on 
Suggested State Legislation of the Council of State Governments and 
have been included in the annual Programs of Suggested State Legislation 



transmitted by the Council to the Governors and legislative bodies of 
the several States. In the following summary of 1963 enactments 
relative to the recommendations of the Comission, an effort is made 
to identify the legislation which incorporated either substantially 
all or a significant part of the draft language proposed by the 
Commission. 

1. Permissive authority for interlocal cooperation and other 
local government action to meet local problems--particularly 
those in metropolitan areas. 

(a) Legislation authorizing local units of government to 
contract with one another for the performance of governmental functions 
was enacted by the legislatures of nine States--Idaho, Maine, Nebraska, 
New Hampshire, North Dakota, and Vermont. In addition, previously 
existing authority for such cooperation was significantly broadened in 
New York, Oregon, and West Virginia. Of the foregoing enactments, those 
of Idaho, Maine, and Nebraska contained most, or the significant portion 
of the language of the draft bills developed by the Commission. 

(b) Legislation to authorize the formal transfer of func- 
tions from cities to counties or vice versa was enacted in Idaho and 
Tennessee. The Idaho act followed rather closely the draft bill of the 
Commission. 

(c) Authorization for the creation of planning commissions 
in metropolitan areas was enacted in six States--Hawaii, Iowa, Maryland, 
Nebraska, North Dakota, and Oklahoma. 

(d) Authorization to local units of government in metro- 
politan areas to establish metropolitan area charter commissions was 
enacted in Oregon. The Oregon enactment followed rather closely the 
policy recommendations of the Commission contained in its report, 
Governmental Structure, Organization, and Planning in Metropolitan Areas. 

(e) Optional forms of municipal or county government were 
authorized by the States of Hawaii, Massachusetts, New Hampshire, New 
Mexico, New York, Vermont, and Washington. The enactments in New Mexico 
and Massachusetts were in the form of constitutional amendments and 
further action must be taken before they become effective. 

(f) The Commission's recommendation that local governments 
be provided with "residual powers1'--namely all powers not prohibited or 
reserved by the State--was acted upon in two States. Iowa legislation 
providing for municipal home rule carried the provision that local powers 
should be liberally construed by the courts. The Massachusetts enact- 
ment followed very closely the language which had been proposed by the 



Commission and was in the form of a constitutional amendment which must 
be approved by a successive session of the legislature before submission 
to the people for approval. 

(g) Legislation authorizing local governments to cooperate 
in the collection of local taxes was enacted in California and Michigan. 

(h) Authorization to exercise planning, zoning, and sub- 
division regulation over fringe areas lying outside municipal corporate 
limits was enacted in Hawaii, Iowa, Montana, New Mexico, North Carolina, 
Texas, and Nebraska. 11 

(i) In its 1961 report, the Commission recommended that 
States liberalize their laws with regard to annexation by municipalities 
of unincorporated territory. 2/ Seven States--Missouri, Nevada, Nebraska, 
South Carolina, California, azd Wyoming--liberalized their provisions in 
this regard. One State--Texas--which for years has had the most unre- 
stricted annexation laws of any State tightened up its standards in 
several respects. 

2. Imposition of stricter standards for municipal incorporations. 

As pointed out in a report of 1961, many of the so-called 
metropolitan problems deriving from a multiplicity of local governments 
in metropolitan areas have as their root the ease with which new munici- 
pal incorporations are formed. The Commission recommended that State 
governments impose considerably stricter standards on the formation of 
municipalities. The 1963 sessions of nine States took action in this 
regard, five of them adopting in part language proposed in the Commis- 
sion's draft bill on this subject--California, Georgia, Kansas, New 
Mexico, and Washington. Nevada, Ohio, and Texas also strengthened State 
standards with regard to municipal incorporations. 

3. Establishment of a State office of local affairs. 

In a 1961 report, the Commission recommended the establish- 
ment of a State office to maintain continuing attention, assistance, and 
review with regard to problems of local governments, particularly those 
in the large metropolitan areas. 3/ In 1963 such State offices were 

1 / - 
As recommended by the Commission in its report, Alternative Approaches 
to Governmental Reorganization in Metropolitan Areas. 

2 / - 
Governmental Structure, Organization, and Planning in Metropolitan 
Areas. 

3 1- - 
Ibid. - 



c rea t ed  i n  Tennessee and Washington. The s t a t u t o r y  language used i n  
t hese  two S t a t e s  followed i n  many r e spec t s  t he  provis ions  of the Com- 
miss ion ' s  d r a f t  b i l l .  

4. Investment of i d l e  cash balances.  

Ex i s t i ng  a u t h o r i t y  of l o c a l  governments t o  i n v e s t  i d l e  
funds so a s  t o  earn  i n t e r e s t  on such funds i n  l i e u  of keeping them on 
demand d e p o s i t  was s i g n i f i c a n t l y  broadened i n  Montana and Oklahoma. 
New l e g i s l a t i o n  au tho r i z ing  such investment was enacted fol lowing a  
p r o t r a c t e d  l e g i s l a t i v e  s t r u g g l e  i n  Iowa. It fol lows t o  some e x t e n t  
the  d r a f t  language recommended by the  Commission. The Treasury Depart- 
ment, i n  coopera t ion  with Commission s t a f f ,  developed and p r i n t e d  a  
brochure desc r ib ing  the  Federal  s e c u r i t i e s  a v a i l a b l e  f o r  investment of 
shor t - te rm cash balances of l o c a l  and S t a t e  governments, which has been 
d i s t r i b u t e d  i n  quan t i t y  t o  S t a t e  and l o c a l  o f f i c i a l s .  

5 .  S t a t e  government a c t i o n  t o  acqu i r e  and preserve  "open space." 

L e g i s l a t i o n  designed t o  f a c i l i t a t e  t he  a c q u i s i t i o n  of "open 
space" i n  and around met ropol i tan  a r e a s  was enacted i n  F l o r i d a ,  North 
Caro l ina ,  New Hampshire, and Connecticut and expanded i n  New York. 

6. S t a t e  f i n a n c i a l  and t echn ica l  a s s i s t a n c e  t o  urban a reas  
f o r  mass t r anspor t a t ion .  

Nine S t a t e s  enacted l e g i s l a t i o n  demonstrating concern by 
the  S t a t e  government wi th  t h e  problem of mass t r a n s p o r t a t i o n  i n  metro- 
p o l i t a n  a reas :  F l o r i d a ,  Iowa, Maine, Michigan, Minnesota, New Hampshire, 
Ohio, Pennsylvania,  and Tennessee. 

I n  summary, recommendations and d r a f t  l e g i s l a t i o n  developed by the 
Commission f o r  t he  improvement of S t a t e - l o c a l  r e l a t i o n s  over t he  country 
rece ived  moderate a t t e n t i o n  and met wi th  apprec iab le  success  i n  t h e  1963 
S t a t e  l e g i s l a t i v e  se s s ions .  About 15 t o  20 l e g i s l a t i v e  enactments i n  
12 S t a t e s  appear t o  be d i r e c t l y  a t t r i b u t a b l e  i n  whole o r  i n  p a r t  t o  the  
proposa ls  of t he  Commission. I n d i r e c t l y ,  e f f e c t s  which po l i cy  recommenda- 
t i o n s  of t he  Commission may have had upon S t a t e  l e g i s l a t i o n  i n  a  cons ider -  
a b l e  number of a d d i t i o n a l  S t a t e s  a r e  impossible  t o  measure. However, the  
Commission has been encouraged by the  inc reas ing  demand f o r  i t s  r e p o r t s  
which come from S t a t e  l e g i s l a t i v e  committees, l e g i s l a t i v e  research  agencies ,  
and va r ious  agencies  i n  the execut ive  branches of S t a t e  government. 



In addition, the activities of the Commission receive wide coverage 
in the publications of State leagues of municipalities and leagues of 
counties, as well as in publications of national organizations of State 
and local government such as the Council of State Governments, the 
American Municipal Association, the U. S. Conference of Mayors, the 
National Association of Counties, and the National Association of Tax 
Administrators. 



V. NEW REPORTS AND RECOMMENDATIONS ADOPTED BY THE COMMISSION DURING 
THE YEAR 

A. Transferability of Public Employee Retirement Credits Among 
Units of Government 

1. Background 

In its study of this subject, the Commission concluded 
that State and local governments should take the initiative in con- 
solidating and coordinating the numbers of public employee retirement 
systems now in existence--with a view to enhancing the mobility of 
public employees from one unit of government to another. The Commission 
found that more than two-thirds of the 2,200 State and local systems 
have a membership of less than 100. 

2. Recommenda tions 

At its 13th meeting in March 1963, the Commission con- 
sidered a comprehensive report on this subject, including the following 
recommendations: 

a. Public employees of all units of government should be 
provided coverage by a staff retirement system; 

b. States, in which numerous small public employee retire- 
ment systems operate, should examine the situation and 
provide the necessary leadership for merging these 
systems where feasible; 

c. States which do not now have an intrastate reciprocal 
retirement law should enact such legislation in order 
to provide for a considerable measure of preservation 
and continuity of retirement credits for public 
employees who transfer employment between covered 
units of government within the State; 

d. The employee's benefits should be vested when he has 
completed a period of service of not more than five 
years in the system and the employee should be granted 
a deferred retirement annuity at the normal retirement 
age, providing he does not withdraw his contributions 
to the retirement fund when he leaves employment 
covered by the fund; 

e. Units of government not now covered under Social 
Security should review the situation and give careful 



consideration to the possible advantages of extending 
Social Security to their employees. 

B. Industrial Development Bond Financinq 

1. Background 

Local governments in twenty-seven States were authorized 
to issue bonds to finance industrial plants for lease to private enter- 
prise by the close of 1963. Although the total amount of local indus- 
trial development bonds outstanding is still relatively small, this 
method of attracting industry to a community is rapidly increasing. 
Four of the States in which local industrial development bond financing 
is now authorized enacted their programs in 1963. 

In recent years, a number of abuses have been identified 
with industrial development bond financing, often attracting unfavor- 
able public notice to the detriment of the public's regard for local 
government administration, particularly for the financial administra- 
tion of the localities which participate in the practice. Some 
communities have used development bonds to finance enterprises in 
excess of their employment needs and which impose demands for public 
services the communities cannot supply without overburdening their 
taxpayers and saddling them with excessive contingent liabilities in 
the form of debt service on the bonds. The practice has been subject 
to other abuses: financing plants for national corporations with 
adequate credit resources; pirating established firms by one community 
from another; and enabling specially incorporated areas with relatively 
few residents to develop tax havens at the expense of neighboring 
communities. Abuse of the practice for private advantage tends to 
reflect on the tax exemption of municipal securities generally and has 
brought forth suggestions that Congress police the practice by Federal 
legislation. 

2. Recommends tions 

At its 14th meeting on June 27-28, 1963, the Commission 
adopted a report on this subject including the following recommendations: 

It is the Commission's finding that industrial development bond 
financing tends to impair tax equities, competitive business relation- 
ships and conventional financing institutions out of proportion to the 
contribution it makes to economic development and employment. The 
Commission recognizes the widespread and growing nature of this prac- 
tice and the unlikelihood that it can be stopped quickly. It concludes 
that, if this practice continues, a number of safeguards are absolutely 
essential to minimize intergovernmental friction, to insure that 



government resources used fo r  these purposes bear a reasonable r e l a -  
t ionship to  the public purpose served and t ha t  the governmental power 
employed i s  not  diverted fo r  pr ivate  advantage. The Commission believes 
t ha t  the need fo r  these safeguards i s  urgent. 

a .  The Comission recommends t ha t  the S ta tes  r e s t r i c t  and 
regula te  by law the precise conditions under which 
loca l  governments may engage i n  t h i s  a c t i v i t y ,  a s  
follows: 

Subject a l l  bond issues  t o  approval by a S t a t e  
supervisory agency; 

Res t r i c t  author i ty  t o  i ssue  such bonds t o  counties 
and municipali t ies;  deny the au thor i ty  to  spec ia l  
d i s t r i c t s ;  

Give p r i o r i t y  t o  communities with surplus labor,  
outside the area of the e f fec t ive  operation of 
conventional c r e d i t  and property leas ing f a c i l i -  
t i e s ;  

Limit the t o t a l  amount of such bonds which may be 
outstanding a t  any one time i n  the S ta te ;  

Prohibi t  such financing f o r  the "pirat ing" of 
i ndus t r i a l  p lants  by one community from another. 

b. The Commission recommends t ha t  loca l  i ndus t r i a l  develop- 
ment bond financing be confined t o  r u r a l  areas.  S ta tes  
des i r ing t o  st imulate employment i n  urban and indus- 
t r i a l  areas can accomplish t h i s  be s t  by a program of 
second mortgage loans t o  supplement loca l  c i v i c  and 
conventional financing o r  by S t a t e  guarantees of 
conventional loans. 

c. The Commission f inds the i ndus t r i a l  development bond 
device par t i cu la r ly  offensive when i t  is  used t o  
finance plants  f o r  strong nat ional  firms which them- 
selves have access t o  adequate financing through con- 
ventional  channels. The abuse i s  especia l ly  g lar ing 
when the firm i t s e l f  acquires the tax  exempt bonds 
issued t o  finance the p lan t  i t  occupies, thus becoming 
a l so  the beneficiary of tax exempt income. Therefore, 
the Commission recommends t ha t  the Congress amend the 
In te rna l  Revenue Code so t ha t  the firms which buy the 
tax exempt bonds themselves cannot deduct as a 



business cos t  the r en t s  paid fo r  the use of i n d u s t r i a l  
p lants  b u i l t  with these bonds. 

C. The Role of the S ta tes  i n  Strengthening the Property Tax 

1. Background 

The effect iveness  of property taxat ion is  and w i l l  remain 
the cen t ra l  tax  problem of loca l  governments. I ts  successful  resolu- 
t i on  w i l l  influence i n  an important degree the future  course of S ta te -  
l oca l  f i s c a l  r e l a t i ons .  This i n  turn  depends on the leadership and 
ass is tance  provided loca l  governments by the S ta tes .  Property taxes 
provide nearly hal f  of a l l  S t a t e  and l oca l  tax  revenues and seven- 
eighths of loca l ly  col lec ted tax  revenues of c i t i e s ,  towns, counties,  
and school d i s t r i c t s .  Local governments w i l l  necessar i ly  continue t o  
depend upon the property tax  fo r  large  pa r t s  of fu tu re  revenues needed, 
and t h e i r  quest f o r  revenues i s  expected t o  continue unabated because 
most of the forces which have contributed t o  r i s i n g  government cos t s  
s ince  World War I1 a r e  l i ke ly  t o  p e r s i s t  i n t o  the i nde f in i t e  fu tu re .  
I f  t h i s  be t rue ,  and few i f  any contes t  i t ,  then i t  is  v i t a l l y  important 
t o  r i d  the property tax of the weaknesses which have plagued i t  but 
have been to le ra ted  a l l  these years: needless and harmful cons t i tu t iona l  
and s t a t u to ry  r e s t r i c t i o n s  and prescr ip t ions ,  unwarranted exemptions, 
inoperable administrat ive provisions,  and discriminatory valuations f o r  
tax assessment purposes. The burdensomeness of the tax  and i ts  s t u l t i -  
fying e f f e c t  on business a c t i v i t y  w i l l  be reduced as  these def ic iencies  
a r e  remedied. 

Thwarted loca l  e f f o r t s  i n  recent  years make i t  c l ea r  t h a t  
without benef i t  of s t rong S t a t e  support,  loca l  governments a r e  severely 
handicapped i n  property tax  reform. Most a r e  too small t o  af ford  the  
organization and technical  s k i l l  required t o  appraise and assess  the  
wide va r i e t y  of highly specia l ized proper t ies  current ly  used by industry.  
Sens i t i v i t y  t o  intercommunity competition f o r  business r e s t r a i n s  tax 
reform and encourages competitive under-assessment. Moreover, some of 
the f a u l t s  of the tax a r e  imbedded i n  S t a t e  cons t i tu t iona l  and s t a t u -  
tory  provisions and therefore a r e  mandatory upon loca l  governments. 

A survey of the recent  successes and f a i l u r e s  i n  property 
tax  reform i n  d i f f e r en t  pa r t s  of the country, a t  both the loca l  and 
S t a t e  l eve l ,  leaves no doubt t h a t  the tax i s  capable of reasonably 
f a i r  operation and administrat ion,  t h a t  the r a t e  of progress i n  t h i s  
d i rec t ion  i s  strongly influenced by the degree of respons ib i l i ty  
assumed on a  statewide bas i s ,  and t h a t  tax o f f i c i a l s ,  p r ac t i t i one r s ,  
and scholars a r e  i n  general agreement about the l i n e s  of ac t ion  S t a t e s  
must take t o  give soundly based loca l  property tax  improvement e f f o r t s  
a  reasonable chance to  succeed. The d e t a i l s  of the p resc r ip t ion  f o r  



strengthening the property tax will vary, however, with the tax ins ti- 
tutions in each individual State and with the progress toward reform 
already made. 

2. Recommendations 

At its 14th meeting held on June 27-28, 1963, the Commis- 
sion adopted the following recommendations, which call for a variety 
of administrative and legislative actions by State government. 

Reappraisal and Simplification of State Constitutional 
and Legislative Provisions 

Each State should take a hard, critical look at its 
property tax law and rid it of all features which can 
not be administered as written, encourage taxpayers' 
dishonesty, force administrators to condone evasion 
and which, if enforced, would impose an intolerable 
tax burden. Each State should exclude from its 
property tax base any component it is unwilling or 
unable to administer competently. 

To give legislatures and Governors flexibility and 
responsibility for producing and maintaining equitable, 
productive, administrable property tax systems, consti- 
tutions should be divested of all details that obstruct 
sound utilization and administration of the property tax. 

No new changes in the property tax system, whether by 
exemption or classification, should be undertaken with- 
out weighing the effect on facility of administration. 
Where administration has been needlessly complicated 
by such changes in the past, the defects should be 
eliminated wherever feasible. 

In any State where the laws governing assessment adminis- 
tration have not been carefully reviewed and recodified 
in recent years and where ambiguities, inconsistencies 
and other weaknesses have developed, the laws should 
receive a thorough re-examination, overhauling and 
recodif ication. 

In the instance of any class of self-assessed personal 
property, unless the local assessor is given adequate 
means to audit the declarations of the taxpayers, the 
property should be assessed by the State or the tax on 
such property abolished. 



f. Both the legislative and executive branches of the 
State governments should study the property tax as 
consistently as the other major sources of State- 
local revenue and treat it as an integral part of 
overall State and local financial planning. Adequate 
provision should be made for continuing study and 
analysis in the research divisions of State tax com- 
missions and tax departments and by the interim tax 
study committees, legislative councils, and legisla- 
tive reference bureaus of State legislatures, with 
workable liaison arrangements. 

Eliminating Underassessment 

a. The States should eliminate all requirements for fixed 
levels of assessment except for specifying the minimum 
assessment ratio (in relation to market value) below 
which assessments may not drop, and use for equaliza- 
tion and measurement purposes the annual assessment 
ratio studies conducted by their State supervisory 
agencies, as follows: 

(1) The determined average level of assessment in 
each of a State's assessment districts would pro- 
vide the basis for tax equalization in taxing 
districts located in more than one assessment 
district and for equalizing State grants for schools 
and similar purposes. 

(2) The determined figures for the market value of 
taxable property in each taxing district would be 
the base for all regulatory and partial tax exemp- 
tion provisions now related to assessed valuations 
or valuations equalized at fractional levels. 

b. In conjunction with adoption of the foregoing course of 
action, a State should conduct a thorough re-evaluation 
of all regulatory and partial tax exemption provisions 
that have been related to assessed valuation, consider 
the desirability of their continuance from the point of 
view of sound policy, and for any that may be continued, 
make such adjustments as are called for by new market 
value relationships. 

c. Because there is a tendency for non-uniformity of 
assessment to increase when property is assessed at 
low fractions of full value, it is important to use as 



high a floor as is feasible in setting minimum assess- 
ment levels. 

Tax Exemption 

In order that the taxpayers may be kept informed, each 
State should require the regular assessment of all tax 
exempt property, compilation of the totals for each type 
of exemption by taxing districts, computation of the 
percentages of the assessed valuation thus exempt in 
each taxing district and publication of the findings, 
including the function, scope, and nature of activities 
so exempted. 

Outright grants, supported by appropriations, ordinarily 
are more in keeping with sound public policy and finan- 
cial management, more economical, and more equitable 
than tax exemptions and should be used in preference to 
the latter, with allowance for such exceptions as are 
clearly indicated by the public interest. No tax 
exemption for secular purposes should be initiated or 
continued which would not be justifiable as a continuing 
State budget appropriation. 

In the instance of mandatory tax exemptions extended 
to individuals for such purposes as personal welfare 
aid (e.g., the aged) and expressions of public esteem 
(e.g., the veterans) the States should reimburse the 
local communities for the amounts of the tax "loss." 

Centralization of Assessment and Assessment Supervision 

a. Centralized assessment administration with more inclu- 
sive centralization when dictated by efficiency, should 
be considered for immediate adoption by some States and 
for ultimate adoption by most States because it offers 
an uncomplicated and effective means of obtaining uni- 
formly high-standard assessing throughout a State by 
the use of an integrated professional staff following 
standard methods and procedures under central direction. 

b. The geographical organization of each State's primary 
local assessment districts should be reconstituted, to 
the extent required, to give each district the size and 
resources it needs to become an efficient assessing unit 
and to produce a well-ordered overall structure that 
makes successful State supervision feasible. 



c. No assessment d i s t r i c t  should be l e s s  than county-wide 
and when, as  i n  very many ins tances ,  counties a r e  too 
small t o  comprise e f f i c i e n t  d i s t r i c t s ,  multicounty 
d i s t r i c t s  should be created.  

d. A l l  overlapping assessment d i s t r i c t s  should be 
abolished t o  el iminate wasteful duplicat ion.  

e .  The S t a t e ' s  share i n  j o in t  S ta te - loca l  assessment 
administrat ion should be vested i n  a s ing le  agency, 
profess ional ly  organized and equipped f o r  the job, 
and headed by a career administrator  of recognized 
professional  a b i l i t y  and knowledge of the property tax 
and i t s  administrat ion.  

f .  I n  S t a t e s  i n  which tax  administrat ion i s  coordinated i n  
a c en t r a l  tax  department, the agency should be a major 
d ivis ion of t ha t  department; i n  S t a t e s  where organiza- 
t ion  fo r  tax administrat ion i s  di f fused the agency 
should be given due prominence a s  a separate  department 
o r  bureau. Under the  l a t t e r  condit ion,  pa r t i cu l a r l y  
when strong cen t r a l  executive control  i s  lacking, i t  
may be des i rable  t o  have the career  administrator  serve 
under a multi-member commission appointed f o r  overlapping 
terms. 

g. The S t a t e  supervisory agency should be responsible f o r  
assessment supervision and equal iza t ion,  assessment of 
a l l  State-assessed property and valuation research,  
with adequate powers c lea r ly  defined by law. 

h. The S t a t e  supervisory agency should be empowered t o  
es tab l i sh  the prMessiona1 qua l i f i ca t ions  of assessors  
and appraisers  and c e r t i f y  candidates as  t o  t h e i r  f i t -  
ness fo r  employment on the bas i s  of examinations given 
by i t  or  of examinations s a t i s f ac to ry  t o  i t  given by a 
S t a t e  o r  loca l  personnel agency, and t o  revoke such 
c e r t i f i c a t i o n  f o r  good and s u f f i c i e n t  cause. No person 
should be permitted to  hold the o f f i c e  of assessor  o r  
t o  appraise property fo r  taxat ion who i s  not thus 
c e r t i f i e d .  

i. Assessors should be appointed t o  o f f i c e ,  with no require-  
ment of p r i o r  d i s t r i c t  residence,  by the chief  executives 
o r  executive boards of loca l  governments when assessment 
d i s t r i c t s  a r e  coextensive with such governments and by 
the l ega l ly  const i tu ted governing agencies of mult i-  
county d i s t r i c t s ;  they should be appointed f o r  i nde f in i t e  



r a t h e r  than f i x e d  terms; and should be s u b j e c t  t o  
removal f o r  good cause,  inc luding  incompetence, by the 
appoin t ing  a u t h o r i t i e s .  

j .  To avoid o b s t r u c t i o n  t o  l o c a l  recru i tment  and r e t e n -  
t i o n  of competent p ro fe s s iona l  personnel ,  S t a t e  l e g i s -  
l a t u r e s  should n o t  p r e s c r i b e  o r  l i m i t  the  s a l a r i e s  
pa id  c e r t i f i e d  l o c a l  a s se s so r s  and a p p r a i s e r s .  

k .  S t a t e  l e g i s l a t u r e s  should p r e s c r i b e ,  o r  au tho r i ze  t h e  
S t a t e  superv isory  agency t o  p re sc r ibe ,  and i n  e i t h e r  
case  au tho r i ze  t he  agency t o  enforce ,  minimum pro fes -  
s i o n a l  s t a f f i n g  requirements i n  a l l  l o c a l  assessment 
d i s t r i c t s .  Leg i s l a tu re s  should au tho r i ze  t he  super-  
v i s o r y  agency and any l o c a l  d i s t r i c t s  t o  e n t e r  i n t o  
agreements under which the  agency w i l l  provide the  
d i s t r i c t  wi th  s p e c i f i e d  t echn ica l  s e r v i c e s .  

Each S t a t e  should (1) eva lua t e  the s t r u c t u r e ,  powers, 
f a c i l i t i e s  and competence of i t s  p re sen t  agency o r  
agencies  f o r  the supe rv i s ion  of assessment adminis t ra -  
t i o n ;  (2) i n  cont inuing  the  e x i s t i n g  se tup  o r  i n  
c r e a t i n g  one more s u i t a b l e ,  determine and e s t a b l i s h  
c l e a r l y  i t s  proper  and necessary func t ions ,  s e r v i c e s  
and powers and equip i t  wi th  adequate and appropr i a t e  
personnel  and f a c i l i t i e s  f o r  meeting i t s  r e s p o n s i b i l i t i e s ;  
and (3) provide f o r  cont inuing  sys temat ic  eva lua t ion  by 
the l e g i s l a t i v e  a s  we l l  a s  t he  execut ive  branch of t h e  
use fu lnes s  of  the  agency and the  means of improving i t s  
u t i l i t y .  

m. I n  any S t a t e  e s t a b l i s h i n g  p ro fe s s iona l  q u a l i f i c a t i o n s  
f o r  a s se s so r s  and a p p r a i s e r s ,  t he  S t a t e  superv isory  
agency should cooperate  w i th  educa t iona l  i n s t i t u t i o n s  
i n  planning and conducting pre-en t ry  courses  of s tudy ,  
and should conduct o r  a r range  f o r  r e g u l a r  i n t e r n s h i p  
t r a i n i n g  programs. 

n .  To guard a g a i n s t  weak s p o t s  among l o c a l  a s se s s ing  
d i s t r i c t s  and t o  a s su re  t h a t  a s se s s ing  throughout t h e  
S t a t e  meets a t  l e a s t  acceptab le  minimum s t anda rds ,  each 
S t a t e  should determine by thorough r e sea rch  t h e  minimum 
l e v e l  of acceptab le  assessment performance and r e q u i r e  
t h e  S t a t e  superv isory  agency t o  provide f o r  app ropr i a t e  
assessment admin i s t r a t i on ,  a t  d i s t r i c t  expense, i n  those  
l o c a l  d i s t r i c t s  t h a t  f a i l  t o  meet t he  minimum s tandards .  



S tate-Assessed Property 

a. S t a t e  assessment should be extended t o  a l l  property of 
types: (1) which customarily l i e  i n  more than one 
d i s t r i c t  and do not  lend themselves t o  piecemeal l o c a l  
assessment; (2) which requi re  appra i sa l  s p e c i a l i s t s  
beyond the economical scope of most l o c a l  d i s t r i c t  
s t a f f s ;  and (3) which can be more r e a d i l y  discovered 
and valued by a c e n t r a l  agency. 

b .  The d iv i s ion  of assessment j u r i s d i c t i o n  between S t a t e  
and l o c a l  agencies should be c l e a r  both t o  taxpayers 
and assessors .  

S tudies  and Reports 

a .  The S t a t e  agency responsib le  f o r  supervision of 
property tax  adminis t ra t ion  should be empowered t o  
r equ i re  assessors  and o the r  l o c a l  o f f i c e r s  t o  r epor t  
da ta  on assessed valuat ions  and o ther  f e a t u r e s  of the  
property tax ,  f o r  such periods and i n  such form and 
content  a s  i t  p resc r ibes ,  i n  adequate d e t a i l  t o  serve  
i t s  needs f o r  supervision and study. The agency should 
be required t o  publish meaningful d iges t s  of such data  
annually o r  b ienn ia l ly .  

b. The S t a t e  supervisory agency should be required t o  
conduct, annually,  comprehensive assessment r a t i o  
s t u d i e s ,  i n  accordance with sound s t a t i s t i c a l  proce- 
dures,  of the average l e v e l  of assessment and degree 
of uniformity of assessment o v e r a l l  and f o r  each major 
c l a s s  of property,  i n  a l l  assessment d i s t r i c t s  of the  
S t a t e .  The agency should be required t o  publish the  
f indings  of each study,  both a s  t o  the qua l i ty  and 
average l e v e l  of assessment, i n  c l e a r ,  r e a d i l y  under- 
s tandable form. 

c .  S t a t e s  should take a l l  f e a s i b l e  s t eps  t o  f a c i l i t a t e  the  
compilation of comparable i n t e r s t a t e  property t ax  i n f o r -  
mation by the  Bureau of the  Census, p a r t i c u l a r l y  by 
improving and s tandardiz ing t h e i r  own c o l l e c t i o n ,  com- 
p i l a t i o n  and ana lys i s  of e s s e n t i a l  da ta .  

Taxpayer Appeals 

a .  The present  admin i s t r a t ive - jud ic ia l  hierarchy of 
agencies f o r  assessment review and appeal i n  most 



S t a t e s  should be o b j e c t i v e l y  eva lua ted  and r e c o n s t i -  
t u t e d ,  a s  necessary,  t o  provide the  remedies t o  which 
taxpayers  a r e  e n t i t l e d ,  b u t  do n o t  now rece ive  under 
the  uniformity provis ions  of S t a t e  laws and the  equal  
p r o t e c t i o n  c lause  of the Fourteenth Amendment. 

b .  The review machinery should have a  two-level organiza-  
t i o n ,  wi th  both the  l o c a l  and S t a t e  agencies  s e rv ing  
only an a p p e l l a t e  func t ion  and being p ro fe s s iona l ly  
we l l  s t a f f e d  f o r  t h a t  purpose; the  S t a t e  agency--ei ther  
an admin i s t r a t i ve  board o r  a  t ax  court--should be 
sepa ra t e  from any S t a t e  agency f o r  proper ty  t ax  admin- 
i s t r a t i o n ,  should be an  a p p e l l a t e  body t o  hear  appea ls  
from dec i s ions  of l o c a l  review agencies  and from c e n t r a l  
assessments by the  S t a t e  superv isory  agency, and should 
inc lude  a  small  claims d i v i s i o n  wi th  s imple,  inexpensive 
procedure; appeals  from the  S t a t e  agency, b u t  on ques- 
t i o n s  of law only ,  should be t o  the  supreme c o u r t  of 
the  S t a t e .  

c .  To a i d  the  taxpayer i n  providing d i sc r imina t ion  i n  h i s  
assessment,  (1) the  S t a t e  superv isory  agency should be 
r equ i r ed ,  fol lowing sound s t a t i s t i c a l  procedures ,  t o  
make and pub l i sh  the  f ind ings  of annual assessment 
r a t i o  s t u d i e s  which, i n  a d d i t i o n  t o  s e rv ing  the  purposes 
of  supe rv i s ion  and-equa l i za t ion ,  w i l l  inform the tax-  
payer of  the  average l e v e l  of assessment i n  h i s  d i s t r i c t . ;  
and (2) the  l e g i s l a t u r e  should provide t h a t  the  a s se s s -  
ment r a t i o s  thus e s t a b l i s h e d  may be introduced by t h e  
taxpayer a s  evidence i n  appea ls  t o  the  review agencies  
i n  the  i s s u e  of whether h i s  assessment i s  inequ i t ab l e .  



VI. OTHER REPORTS 

In addition to reports containing specific recommendations for 
administrative or legislative action designed to improve intergovern- 
mental relations, the Commission from time to time issues "information 
reports" designed to provide helpful data to Stake and local govern- 
ments or otherwise to facilitate intergovernmental relations. 

One such information report was issued by the Commission during 
the course of the year dealing with Performance of Urban Functions: 
Local and Areawide. Designed to encourage a fresh look at the han- 
dling of urban services by those concerned with fragmentation and the 
inefficiency of municipal services in metropolitan areas, the report 
seeks to answer the question: Are specific urban functions best per- 
formed on a local government or areawide basis? Among the 15 urban 
functions analyzed, the report finds, for example, that substantial 
savings can be realized from areawide handling of central water supply 
and sewage disposal facilities. Public school systems, on the other 
hand, need a minimum enrollment of 1,500 to 2,000 pupils for effective 
operation, but above that size, increasing economy may be offset by 
decreasing responsiveness to the public and declining citizen partici- 
pation. 

The same report also provides a fact book of information on the 
15 urban services. It describes current practice in administering the 
services, and the effects of State and Federal programs on standards 
of service, and specialists' views as to optimum scale of level of 
service. 

Developing and applying seven political and economic criteria for 
evaluating the performance of urban functions, the report ranks the 
15 functions on a scale of "most local" through "most areawide" as 
follows: fire protection, public education, refuse collection and 
disposal, libraries, police, health, urban renewal, housing, parks and 
recreation, welfare, hcspitals and medical care facilities, transporta- 
tion, planning, water supply and sewage disposal, and air pollution 
control. 



VII. CURRENT AND F'UTURE WORK PROGRAM 

Work i s  current ly  under way or  planned with respect  t o  the 
following subjects .  

A. S ta tutory  and Administrative Controls Associated with 
Federal Grants fo r  Public Assistance 

Section 2(3) of the s t a t u t e  creat ing the Commission charges 
i t  spec i f i c a l l y  with giving " c r i t i c a l  a t t en t i on  t o  the conditions and 
controls  involved i n  the  administrat ion of Federal grant  programs." 
The Commission w i l l  be studying a number of i ssues  i n  connection with 
the conditions and requirements associated with the Federal review and 
approval of S t a t e  plans fo r  public ass is tance  a c t i v i t i e s .  This p ro jec t  
has been on the  work program of the Commission fo r  qui te  some time, but  
was held i n  deferred s t a t u s  during the pas t  year pending the completion 
of Congressional ac t ion  on the Welfare Amendments of 1962 t o  the Socia l  
Securi ty Act. 

A d r a f t  r epor t  dealing with t h i s  subject  w i l l  be placed 
before the Commission i n  the spring of 1964. 

B. Effect  of Tax and Expenditure Pract ices  on Location of 
Industry and Economic Development 

Some S t a t e  and l o c a l  governments a r e  engaging i n  competitive 
f i s c a l  measures ca lcula ted t o  a t t r a c t  industry. Some S ta tes  and loca l  
governments a r e  creat ing i ndus t r i a l  development c r e d i t  corporations f o r  
these purposes. The e f f e c t  of these competitive pract ices  upon the 
orderly development of the Nation's economy i s  ac t ive ly  debated. The 
study of these p rac t i ces  seeks t o  asce r ta in  t h e i r  extent  and character-  
i s t i c s  and appraise t h e i r  e f f ec t s  on S t a t e  and loca l  finances and 
economic development, i n  the expectation t h a t  some policy guidelines 
f o r  the considerat ion of S t a t e  and loca l  governments can be advanced. 
This study w i l l  complement the Commission's repor t ,  I ndus t r i a l  Develop- 
ment Bond Financinp;, described e a r l i e r .  A d r a f t  r epor t  on t h i s  subject  
w i l l  be considered by the Commission during calendar year 1964. 

C. Ju r i sd ic t iona l  Dispar i t i e s  Between Costs and Benefi ts  t o  Local 
Governments of Areawide Programs i n  Metropolitan Areas 

While most metropolitan areas i n  the United S t a t e s  a r e  under- 
going rapid  overa l l  population growth, the r a t e  of increase i s  generally 
g rea te r  outside the cen t ra l  c i t i e s .  Under present  circumstances, how- 
ever,  the demand fo r  many services ,  such a s  mass t ranspor ta t ion,  recrea-  
t i on  and open space, and water supply and sewage treatment, i s  areawide, 
and the benef i t s  derived from them cannot be confined t o  any s i ng l e  ju r i s -  
d ic t ion  which might provide them. 



This study i s  addressed primarily t o  the problem of a l l o -  
cat ing appropriately among loca l  governments the respons ib i l i ty  fo r  
supplying o r  paying fo r  areawide urban services .  

It i s  expected t ha t  the primary audience for  t h i s  Commission 
repor t  w i l l  be loca l  p o l i t i c a l  o f f i c i a l s  and the heads of various 
Federal,  S ta te ,  and loca l  functional  agencies, who could use the  
r m d t i n g  cost-benefi t  methodologies as  a bas is  f o r  negotiat ing agree- 
ments among loca l  ju r i sd ic t ions  f o r  the sharing of costs  of areawide 
programs and s e r v k e s .  

This p ro jec t  i s  being conducted by Benjamin Chinitz of the 
University of Pit tsburgh,  under contract  t o  the Commission. 

D. Role of Equalization i n  Federal Grants 

The object ive  of the p ro jec t  i s  t o  appraise the extent  t o  
which differences i n  the respective S ta tes1  f i s c a l  capaci t ies  and 
program needs should receive recognition i n  the a l loca t ion  of Federal 
grants among the S ta tes .  It covers an analysis  of the d i s t r i bu t i on  
of grant  funds under ex i s t ing  programs, individually and co l lec t ive ly ,  
i n  r e l a t i on  to  t o t a l  Sta te- local  expenditures fo r  the  individual  pro- 
grams a s  well a s  t h e i r  co l lec t ive  impact on S ta te - loca l  finances and 
program levels.  The d i s t r i bu t i on  among the S ta tes  w i l l  be examined 
a l so  i n  terms of the f i s c a l  a b i l i t y  and tax e f f o r t  indexes developed 
i n  the Counnissionls s t a f f  study, Measures of S t a t e  and Local Fiscal  
Capacity and Tax Effor t .  These analyses might possibly provide policy 
guidelines fo r  the scope of equalization i n  grants-in-aid co l lec t ive ly  
and for  d i f f e r en t  categories of programs. 

A d r a f t  r epor t  dealing with t h i s  subject  was given preliminary 
consideration by the  Conrmission a t  i t s  15th meeting held  on September 26-27, 
1963. It w i l l  be before the  Commission for  formal act ion a t  about the 
time t h i s  F i f t h  Annual Report goes t o  press .  

E. Internovermental  Problems Arising from Economic and Racial 
Dispar i t i es  Between Central City and Suburban Populations 

This study w i l l  analyze 1960 Census data to  determine the  
nature and extent  of economic, soc ia l ,  and r a c i a l  d i s p a r i t i e s  between 
cen t ra l  c i t i e s  and t h e i r  suburbs. Signif icant  re la t ionships  between 
these d i s p a r i t i e s ,  nat ional  goals of soc i a l  and economic welfare, and 
public service  needs w i l l  then be drawn. Final ly ,  the study w i l l  
explore possible changes i n  public policy which might be considered i n  
the l i g h t  of f ac t s  and trends i n  t h i s  f i e l d .  



This p ro jec t  is  being conducted by Mrs. Marjorie C .  Brazer, 
under con t rac t  t o  the  Comiss ion,  and a d r a f t  r epor t  w i l l  be presented 
t o  the  Commission during the  f i r s t  ha l f  of 1964. 

F. Interpovernmental Problems i n  Relocation of Families and 
Businesses a s  a Consequence of Governmental Programs 

A s  urban development a c t i v i t i e s  expand through ac t ions  of 
a l l  three  l eve l s  of government, there  i s  increasing need t o  r e l o c a t e  
persons and businesses displaced by the taking o r  upgrading of property.  
This need i s  being met i n  varying degrees and i n  d i f f e r e n t  ways f o r  
d i f f e r e n t  governmental programs. A t  the  Federal l e v e l ,  f o r  example, 
the  Urban Renewal Administration requi res  the  provision of s a f e ,  decent ,  
and s a n i t a r y  housing f o r  d isplacees .  The new Highway Act amendments 
provide f o r  Federal sharing i n  f inancing of voluntary S t a t e  r e loca t ion  
programs f o r  persons and businesses displaced by acqu i s i t ion  of highway 
rights-of-way. Other Federal programs provide varying degrees of 
f i n a n c i a l  and advisory ass i s t ance  t o  those so  a f fec ted .  Likewise, S t a t e  
and l o c a l  programs vary.  

The purpose of t h i s  study is  t o  i d e n t i f y  the na ture  and 
seriousness of r e loca t ion  problems, including the  lack of uniformity 
among governmental programs; appraise the  pe r t inen t  governmental 
p o l i c i e s  and programs; and suggest ways i n  which these p o l i c i e s  and 
programs can be strengthened t o  help Federal ,  S t a t e ,  and l o c a l  govern- 
ments deal  e f f e c t i v e l y  and equi tably  with re locat ion .  Emphasis w i l l  
be on the  intergovernmental aspects  of r e loca t ion  problems and the  
proposed changes i n  governmental programs and p o l i c i e s .  

G. Specia l  Purpose D i s t r i c t s  

The 1962 Census of Governments t a l l i e d  18,323 s p e c i a l  
d i s t r i c t s ,  a s  defined by the  Bureau of the  Census, i n  the United 
S t a t e s .  The number of spec ia l  d i s t r i c t s  exceeds the  t o t a l  number of 
u n i t s  of general  l o c a l  government i n  the  country, and increased approx- 
imately 50 percent  s ince  1952. The Commission d i rec ted  the s t a f f  t o  
undertake a study of s p e c i a l  d i s t r i c t s  because of i t s  concern with the  
poss ib le  fragmentation, ine f f i c i ency ,  and lack of r e s p o n s i b i l i t y  t h a t  
might be crea ted  because of the use of s p e c i a l  d i s t r i c t s .  The repor t  
w i l l  include an ana lys i s  of the  impact of s p e c i a l  d i s t r i c t s  on the  
e f fec t iveness  of loca l  government i n  metropoli tan and r u r a l  a reas ,  a s  
well  a s  a d iscuss ion of the r e l a t i v e  advantages and disadvantages 
derived from the use of spec ia l  d i s t r i c t s .  It w i l l  be considered by 
the  Comiss ion during calendar year  1964. 



H. Organization and Planning Requirements i n  Federal Programs 
of Financia l  Aid f o r  Urban Development 

This study reviews current  requirements contained i n  43 
Federal f i n a n c i a l  a i d  programs f o r  the physical  development of urban 
a reas  with r e spec t  t o  t h e i r  o v e r a l l  impact on the e f fec t iveness  of 
l o c a l  government organizat ion and l o c a l  government planning processes,  
and the  ex ten t  of interagency coordinat ion i n  the adminis t ra t ion  of 
these  Federal a i d s .  The purpose of the study i s  t o  provide a f a c t u a l  
b a s i s  f o r  implementing, through appropr ia te  l e g i s l a t i v e  and administra-  
t i v e  adjustments i n  the  Federal programs, the  following previously 
adopted Comission po l i c i e s :  (1) s trengthen general  purpose u n i t s  of 
l o c a l  government; (2) encourage j o i n t  p a r t i c i p a t i o n  i n  Federal a i d  
p ro jec t s  by two o r  more l o c a l  governments i n  the  same urban a rea ;  
( 3 )  promote e f f e c t i v e  urban planning by loca l  governments; and 
( 4 )  e s t a b l i s h  a un i f i ed  urban development pol icy  which w i l l  promote 
interagency coordinat ion within the  Federal Government. 



VIII. OTHER COMMISSION ACTIVITIES 

The Commission performed a number of other activities in 1963 
designed to carry out its statutory responsibilities for technical 
assistance in the review of proposed legislation and encouraging 
discussion of emerging public problems. Commission members and staff 
made presentations at the 1963 conventions of the major organizations 
of governmental officials as well as other groups concerned with inter- 
governmental aspects of public policy issues, taxation and finance, and 
urban area problems. 

Comments and advice were rendered to the Executive Branch and 
Congress on various legislative proposals. Other activities included 
assistance to the President's Appalachian Regional Commission in 
developing a number of organizational alternatives for administering 
a comprehensive economic development program for the Appalachian Region 
and for identifying issues to be explored in the conduct of a regional 
planning effort. Pursuant to a resolution of the Governors' Conference 
requesting the President to improve the coordination of Federal and 
State planning, the Comission staff worked with Federal and State 
representatives on specific measures to improve the exchange of informa- 
tion on Federal and State planning for public works and capital improve- 
ments. A number of presentations have been made to Federal Executive 
Boards made up of the heads of the regional offices of the Federal 
departments and agencies in major U. S. cities on the work and findings 
of the Commission with emphasis on the constitutional and financial role 
of State and local governments in our federal system. 



APPENDIX A 

OBLIGATIONS OF THE ADVISORY COMMISSION ON INTERGOVERNMENTAL RELATIONS 
FOR FISCAL YEARS 1963, 1964, and 1965 

Obiect Classification (In thousands of dollars) 
FY 1963 FY 1964 FY 1965 
actual estimate estimate 

Personnel Compensation 

Personnel Benefits (retirement, health, 
insurance, FICA) 

Travel and transportation of persons 

Transportation of things 

Rent, utilities and communications 

Printing and reproduction 

Other services 

Services of other agencies 

Supplies, materials 

Equipment 

Total Obligations 

11 - 
Includes $2,000 reimbursement for a Comission employee detailed to 
another agency. 

G S A  DC 6 4 - 0 3 3 3  
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