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introduction

When [ became Chairman of the Advisory Commission on Inter-
governmental Relations in 1969, my predecessor, the former Governor
of Florida and Adviser to President Johnson, Farris Bryant, said to me,
“Bob, you are going to have an interesting time; the easy ones are over
and ACIR now must ‘bite the bullet’ on some of the tough problems of
intergovermental relations.”

Nineteen seventy-two certainly proved out Governor Bryant’s state-
ment. In his State of the Union Message on January 20, 1972, President
Nixon requested us to make a study of a proposal submitted to him
which, among other things, would provide massive school-oriented
property tax relief for homeowners and provide for State assumption of
school financing through a new Federal tax dedicated to this purpose.
The intergovernmental implications of this proposal were enormous.
This report summarizes our suggestions to the President.

Meanwhile, two other major ACIR recommendations faced public
scrutiny and congressional response—revenue sharing and welfare
reform. Revenue sharing became the law of the land. Welfare reform on
a broad scale was stalled but the concept we have favored, Federal
assumption of costs, was partially realized through the transfer, effective
January 1, 1974, of the three adult welfare categories to Federal financ-
ing. This is a significant beginning.

These critical issues, and a host of lesser, but accumulatively signifi-
cant intergovernmental actions are highlighted in the Annual Report
which follows.

The ACIR is a unique governmental group, composed as it is of
representatives from all levels of government, and supported by them as
well. It is a forum for discussion and debate, and a crucible for new
ideas—all designed to strengthen our unique system of divided, but
interrelated, governmental responsibilities. This Annual Report repre-
sents our best composite view of what happened to federalism in 1972.
Not all Commission members agree with every observation and/or
conclusions.

Robert E. Merriam
Chairman



FEDERALISM IN 1972

e







The American federal system ended 1972
significantly ahead of where it had started in
January, although the record was not one of
unqualified progress.

The most dramatic accomplishment was the
enactment of revenue sharing—a long-sought
fiscal device to strengthen State and local
decision making by permitting States and lo-
calities to make decisions on how to spend
substantial amounts of Federal money.

While revenue sharing at last was achieved,
all efforts failed to consolidate categorical
programs into block grants. The drive to re-
form categorical aid was moved ahead slightly
by administrative action, but it stalled in
Congress.

The enactment of revenue sharing, with its
intergovernmental impact, focused greater
attention on the structure of government—
how it is organized and how it functions to
deliver its services at every level.

During 1972, the States worked steadily at
pulling their executive, legislative and judicial
structures into the computer age, and made
numerous improvements. However, Adminis-
tration attempts to reorganize the Federal
executive branch were not approved by the
Congress, and there was little progress at the
county or local level in lessening metropolitan
fragmentation.

It was neither the best nor the worst of
years for the great intergovernmental issues
that pervade both the fiscal and structural
framework of federalism and fuel the debate
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over the Nation’s goals—issues such as wel-
fare reform, criminal justice, transportation,
equal rights, the environment and balanced
growth. There were gains in those areas, but
there were setbacks as well.

The adult public assistance categories were
federalized, but total welfare reform failed
(child aid included). Progress was achieved in
reforming State and local criminal justice
mechanisms and there were limited advance-
ments in the Federal justice system. A few
States tried to balance their transportation
systems, but a proposal to open up the Fed-
eral Highway Trust Fund to help pay for mass
transit systems was defeated. A few signs of
hope emerged in the area of equal rights amid
the highly charged controversies over public
housing and busing. While the environmental
crusade continued, concern over its cost was
reflected in political decisions at all levels.
There were a few piecemeal actions at the na-
tional level toward balanced urban growth and
more among the States and localities, but the
issue remained shrouded in conceptual con-
fusion.

Overriding these developments was the
growing realization of greater interdepend-
ence among all levels of government. The
problems of money, management and program
goals at each level are no longer separable.
As the year drew to a close, it was becoming
more and more evident that the time had
passed when major decisions at any level
could be made in a vacuum.



THE
BEGINNINGS
OF A

BALANCED
HSCAL
SYSTEM

chapter

In 1972, the Nation’s fiscal system began in
a significant way to acquire the elements of
balance and flexibility that this Commission
has advocated for several years.

The most visible—and perhaps most far-
reaching —step was the enactment of revenue
sharing, which will transfer more than $30
billion in Federal funds to State capitols,
county courthouses and city halls over the
next five years with few “‘strings’ attached as
to how the money can be spent.

This landmark legislation was signed into
law by President Nixon on October 20 in
Independence Hall, Philadelphia. It imple-
mented a recommendation adopted by the
ACIR in 1967 to redress a general power im-
balance that worked in favor of the Federal
government and against States and localities,
hence against a strong decentralized form of
government.

Revenue sharing represented a major victory
for federalism which was tempered by the fate
of efforts in other areas of fiscal reform.

However, lesser actions during the year did
push forward to partial fruition three other
major policy recommendations of this Com-
mission — Federal takeover of welfare costs,
streamlining of the Federal categorical aid
system and State assumption of most of the
school-financing burden.

® Although complete welfare reform failed,
Congress took a step toward a truly national
program of public assistance by enacting
legislation which calls for Federal assump-
tion of the cost of old-age assistance, aid to
the blind and aid to the permanently and
totally disabled.

® While no State took over all local school

costs, increased litigation and pressure for

property tax relief combined to strengthen
the environment for such action as the year
progressed.

® The Administration’s special revenue



sharing proposals languished and major
grant consolidation and reform efforts
failed, but Presidential vetoes and a gen-
erally unfavorable climate for new pro-
grams served to curb the growth of cate-
gorical grants-in-aid. The same climate,
especially after the passage of revenue shar-
ing, was reflected in this Commission’s
majority recommendation in December
against new Federal categorical aids for
property tax relief and/or State funding of
public schools.

® The existing block-grant programs re-

vealed a number of difficulties and generated

considerable controversy.

In all of these areas, there was a growing
realization that the Federal-State-local fiscal
system is a highly interdependent one and that
the actions of one level must be assessed and
evaluated in terms of their impact on the
others.

Revenue Sharing: A Reality

General revenue sharing became a reality
more than three years after it was proposed by
President Nixon, five years after it was recom-
mended by this Commission and nearly a dec-
ade after the concept was put forth by Econo-
mists Walter Heller and Joseph Pechman. The
first “no strings” checks were mailed by the
U.S. Treasury to State and local governments
on December 6.

The Battle for Enactment. Despite its very
considerable public exposure, revenue sharing
did not have an easy road to passage. Hearings
before the House Ways and Means Committee
revealed divisions on the philosophy of rev-
enue sharing, as well as on some very funda-
mental questions inherent in the program—

including the basis for distributing Federal

money among and within States, the “no
strings’ provision and the permanent appro-
priation. These divisions were overcome,

however, and the milestone State and Local
Fiscal Assistance Act of 1972 cleared the Ways
and Means Committee in late April. It was
adopted by the full House on June 22.

As passed by the House, the legislation dif-
fered in several key respects from the Admin-
istration bill and the 1967 recommendation of
this Commission. Initial Senate debate was
complicated by the fact that the Finance Com-
mittee regarded reform of the welfare system
as its top legislative priority. When the em-
phasis was shifted to revenue sharing, debate
tended to focus mainly on the issue of dis-
tributing Federal money among the States, and
a formula different from that of the House-
passed version was adopted.

This difference in allocation formulas was
a crucial issue facing the Conference Commit-
tee. It was resolved by using both methods to
determine the distribution among States and
applying that formula which yielded the largest
total for a particular State. With the dual
formula alternative, passage of the legislation
was easily secured—by a vote of 281 to 86 in
the House on October 12 and by a margin of
59 to 19 in the Senate on the following day.
The measure was then signed by the President
seven days later.

Key Features. In the most basic fiscal terms,
revenue sharing is the distribution of Federal
revenues to State and local government of-
ficials.

For what?>—One of the major features of
revenue sharing is the wide latitude it gives to
State and local government officials in spend-
ing decisions. It provides the flexibility to
maximize the discretion of State and local of-
ficials in setting spending priorities with a
minimum of Federal regulations and red tape.

State officials are free to spend their revenue
sharing allotments on virtually anything they
choose. The only restriction on their spending
authority —one that is also applicable to local



governments —is that revenue sharing moneys
cannot be used, either directly or indirectly,
as the State or local share required to match
other Federal funds received for grant-in-aid
programs.

Local governments, in addition to this speci-
fic prohibition, face a very general restriction
in that revenue sharing money is to be spent
only for “priority expenditures.” Such priority
expenditures are quite broadly defined, how-
ever, and encompass ordinary and necessary
maintenance expenditures for (a) public safety
—including law enforcement, fire protection
and building code enforcement; (b) environ-
mental protection—including sewage disposal,
sanitation and pollution abatement; (c) public
transportation —including transit systems and
streets and roads; (d) health; (e) recreation;
(f) libraries; (g) social services for the poor or
aged; and (h) financial administration. Priority
expenditures also include ordinary and neces-
sary capital expenditures authorized by law.

How much?— Revenue sharing calls for a to-
tal of $30.1 billion to be turned over to State
and local governments during a five-year
period, one-third to State governments and
two-thirds to localities. Annually, the sums are
$5.3 billion (1972), $5.975 billion (1973),
$6.125 billion (1974), $6.275 billion (1975),
and $6.425 billion (1976).

In the first year’s payments, the amount
distributed to State governments generally
ranged from 1.5 to 2.0 percent of State gov-
ernment expenditures —the extremes being 0.4
percent in Alaska and 2.8 percent in Missis-
sippi. In per-capita terms, the average State
government share was slightly under $9, with
most States in the range between $7 and $12.
The per-capita share for the first year varied,
however, from $13.12 in Mississippi and
$13.07 in West Virginia to $6.80 in Missouri
and $6.49 in Ohio.

The total local government share for the

first year averaged slightly more than $17 per
capita. Among the 100 largest cities, payments
per capita generally ranged between $12 and
$24, with Anaheim, California, receiving as
little as $6.86 per capita and New Orleans,
Louisiana, as much as $27.93 per capita. Some
of these variations may be adjusted in future
applications of the distribution formulas.

The revenue sharing funds are drawn from
a permanent five-year appropriation, placed
in a trust fund, over which the Senate and
House Appropriations Committees have no
control.

Although the amounts involved are sched-
uled to grow year by year for the five-year
period, the legislation does not provide a per-
manent source of funds to State and local
officials. Yet, because the legislation covers a
five-year period and is both an authorization
and appropriation act, it does provide a high
degree of certainty—an essential ingredient
that will undoubtedly facilitate budgetary
planning by State and local governments. To
place this legislation under the authority of
the Appropriations Committees—an effort
that was made and probably will be renewed
in the future—would not per se destroy the
idea of revenue sharing. Nonetheless, the an-
nual appropriation procedure might seriously
erode the degree of certainty provided by the
present legislation.

To whom?—Federal revenues are made
available to all State governments and to near-
ly 38,000 general-purpose units of local gov-
ernment, regardless of their population size.
In order to distribute the funds among these
governments, the U.S. Treasury first deter-
mined how the total entitlement, the $5.3-bil-
lion total for 1972, would be allocated among
the States.

The act calls for two methods of dividing the
revenue sharing funds—a three-factor and a
five-factor formula— with the formula yielding



the higher State-local total to be applied. The
two formulas use varying combinations of
State population, urbanized population, rela-
tive personal income of State residents, State
income taxes and general State tax effort to
distribute the funds.

After the amount to be allocated to each
State area is computed, the State government
receives one-third.

The remaining two-thirds, the local share, is
distributed initially among county areas within
the State on the basis of population, general
tax effort and relative income for each county
area. The local area allocation is then further
distributed among local units of government.
County governments share in the local area
allocation on the basis of their adjusted taxes
(taxes. other than for education and employer
and employee contributions to social insurance
or retirement funds) as a proportion of ad-
justed taxes for the county and other local
governments in that county area. If the county
area includes one or more township govern-
ments, the township share is calculated in the
same manner as the county government’s
share. The remaining money allocated to the
county area is then distributed among all other
general units of local government on the basis
of population, tax effort and relative income.

These formulas for the division of funds
among local governments are subject to certain
safeguards. For example, no local government
may receive more in revenue sharing money
than half of its adjusted taxes plus intergov-
ernmental aid. Moreover, in per-capita terms,
no local government may receive less than 20
percent—or more than 145 percent—of the
average per-capita distribution to local govern-
ments in the State. Those local governments,
other than counties, that would be eligible for
less than $200 and those that waive their en-
titlement get nothing. Their shares are added
to the entitlement of their county government.

Federal Collection of State Income Taxes.
Seemingly destined to a position of relative
obscurity, Title II of the State and Local
Fiscal Assistance Act of 1972 provides for
Federal collection of State income taxes. This
step toward tax coordination, recommended
in 1965 by this Commission, constitutes yet
another element in what is gradually emerging
as a concern for developing an integrated fiscal
system of Federal, State and local government
taxation and expenditure programs.

The legislation requires that State income
taxes closely conform to the Federal tax base —
and in practically all cases this will necessitate
changes in State income tax laws if the Federal
collection process is to be activated. More-
over, these provisions do not go into effect
until January 1, 1974, and then only if at least
two States having in the aggregate five percent
or more of the Federal individual income tax
returns filed during 1972 elect to seek Federal
collection of their income taxes.

Social Service Ceiling. Title I1I of the Con-
ference compromise on revenue sharing placed
a lid of $2.5 billion annually on Federal con-
tributions to the previously open-ended social
service program. With the following exceptions
—child care, family planning, and services to
the mentally retarded, to drug addicts or al-
coholics and to children under foster care—
not more than 10 percent of the Federal grant
can be used to provide services for individuals
who are not recipients of, or applicants for,
welfare aid or assistance.

These Federal funds are distributed among
States on the basis of population. As a result
of the ceiling, 23 States and the District of
Columbia will receive less Federal aid than
they had estimated they would spend in fiscal
1973 under the open-ended program. Thus,
some States and cities will have to curtail their
spending plans for social services and all of the



program agencies will have to account for use
of the money in greater detail.

Some Lingering Questions. The State and
Local Fiscal Asistance Act of 1972 is a major
step forward in intergovernmental fiscal rela-
tions. It provides substantial Federal revenues
for the use of State and local officials with a
high degree of certainty and with very few
restrictions as to how the money may be used.
Because of these features, State and local of-
ficials are strengthened in both revenue-raising
and decision-making. This legislation provides
a very definite tilt in the balance of fiscal fed-
eralism—away from centralized bureaucratic
policy making and toward a neater matching
of needs and resources at the State and local
levels.

Nonetheless, some unanswered questions
remain—questions that are applicable both
to the present and to the future of the revenue
sharing program.

A precise matching of State and local needs
with resources may, in fact, be the impossible
dream of intergovernmental finance. While the
ideal may be unattainable, the legislation
makes a rough, but arbitrary stab at meshing
the two. The act simply assumes a one-third
State and two-thirds local division of fiscal and
functional responsibilities, regardless of the
existing division of these responsibilities be-
tween individual States and their local sectors.

Some imprecision also is likely to result
from the fact that all States and general-pur-
pose units of local government are eligible to
share in the Federal revenue. Since there is no
population cut-off, funds will be allocated to
all but the very smallest governmental units—
funds that otherwise might have been available
for other governmental units such as the core
cities, where problems are more interrelated
and expensive. The use of the 20 percent
minimum and 145 percent maximum bounds
(of the average per capita distribution for the

State) for each local government indicates that
the formula per se may not get the money
where the biggest problems are.

Indeed, the provision of an alternative State
plan further suggests the possibility that local
needs and resources may not be fully meshed,
but it provides a mechanism for resolution.

Consistent with the few-strings approach,
revenue sharing provides no conditions regard-
ing the modernization or consolidation of the
existing governmental structure. Yet it must
be recognized that revenue sharing is not a
neutral instrument with regard to these objec-
tives. Since all general units of local govern-
ment are eligible to participate without regard
to population size, the unwanted effect will
be, at least to some extent, to freeze the exist-
ing governmental structure and to prop it up,
without regard to its viability.

Potential Problems. More basic to the future
of the revenue sharing program, however, are
two potential difficulties.

The program as adopted gives very wide
scope to the uses to which State and local gov-
ernments may put the Federal funds. The
ability of State and local officials to solve their
own problems will determine whether this trust
becomes one of the great strengths of the pro-
gram, or a future weakness.

Differences of opinion over priorities are
bound to cause some controversy — particularly
between those seeking program enhancement
and officials who plan to use the funds to
reduce property taxes. Critics of revenue shar-
ing will undoubtedly search for frivolous
expenditure programs and evidence of graft
and corruption to make a mockery of the pri-
ority expenditure designation. Some “‘horror
stories” will surely emerge and too many such
instances would seriously erode the element
of trust that revenue sharing presently em-
bodies. However, State and local officials are
bound to be on their guard against such pos-



sibilities and the glare of unwanted publicity
may be a sufficient deterrent.

Yet revenue sharing shifts more than money
and power to the State-local sector; it also
shifts more responsibility. Failure to make
progress, to get the job done, could ultimately
lead to heightened disenchantment with gov-
ernment and federalism in general and the
State and local sector in particular.

A second basic concern for the future of
revenue sharing is its relationship to the cate-
gorical grant system. In the minds of most of
its supporters, including this Commission,
general revenue sharing was conceived as addi-
tive to—not a total substitute for—categorical
and block grants. The myriad categorical grant
programs obviously have their defects, but the
solution to such problems rests in reforming
and consolidating the categorical grants—not
in merely replacing them with revenue sharing.

Revenue sharing has, in fact, come. The
program means additional Federal revenues
for State-local use, along with increased State-
local decision-making powers and heightened
responsibilities for State and local government
officials. The future of the program, and in-
deed of federalism itself, rests with the pro-
ponents of revenue sharing—who now become
the major participants in making it work.

Weltare: The First Step

Toward Federalization

Relatively unnoticed in 1972 was the Na-
tion’s first—albeit incomplete —step toward a
truly national program of public assistance.

The 1972 Social Security Amendments (P.L.
92-603) were modest in comparison to the
sweeping changes contemplated in the much-
debated Family Assistance Program and in the
1969 recommendation of this Commission for
assumption by the National government of all
public assistance costs, including general as-
sistance and Medicaid. Nevertheless, they did

chart the course toward nationalization of
three categorical aid programs— old-age assist-
ance, aid to the blind and aid to the perma-
nently and totally disabled. The Amendments,
to take effect on January 1, 1974, provide a
Federal plan of assistance to such recipients,
establish Federal definitions of eligibility and
allow the States to supplement the national
payment if they wish.

Although aid to the aged, blind and disabled
has not shown the explosive growth of the Aid
to Families for Dependent Children (AFDC)
program, these less controversial categorial
aids nonetheless are costly and marked by con-
siderable interstate variations in benefit levels.

As of June 1972, 3.34 million individuals
received assistance under these programs, at a
total cost of more than $3 billion. Benefit lev-
els for old-age assistance ranged from $49.83
per recipient in Tennessee to $131.78 in Wis-
consin—a ratio of well over two and one-half
to one. Payments for aid to the blind also
varied by more than two and one-half to one—
from $66.76 per recipient in South Carolina
to $173.01 in Alaska. The spread in benefits to
the permanently and totally disabled was near-
ly three to one—from a low of $55.98 in
Louisiana to a high of $166.89 in Alaska.

The 1972 Amendments establish a national
system of uniform minimum monthly pay-
ments of $130 to an individual in any of the
three categories and $195 for a couple. Con-
trary to the 1969 recommendation of this
Commission, which called for continued State-
local administration of public welfare, the
federalized program will be administered by
the Social Security Administration. States may
enter into agreements for administration of the
State supplemental benefits. Under such agree-
ments, supplemental payments must be made
to all persons eligible for Federal security
income payments, though States can require
a period of residency.
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Although it falls short of this Commission’s
recommendation for Federal takeover of all
welfare costs to achieve a more equitable dis-
tribution of the welfare burden among the 50
States and to free State and local resources for
programs that are more appropriately State-
local in character, the 1972 legislation can only
be viewed as a major congressional step in the
right direction.

The Property Tax and
Public Schools

The local property tax, long reviled by schol-
ars and taxpayers alike, continued its role as
the most unpopular tax in the Nation.

The extent to which the public dislikes the
property tax was revealed by a survey taken
early in the year by this Commission with the
assistance of a professional opinion research
firm. (See p. 62.) Forty-five percent of those
surveyed singled out the local property tax as
“the worst . . . least fair” tax among the major
revenue sources used by the three traditional
levels of government.

However, public opposition to increases in
other taxes and a growing feeling that new
Federal programs are not the answer to State
and local problems worked against a quick shift
away from the local property tax as the major
source of funds for public schools.

ACIR Role. This feeling was reflected in the
majority action of the ACIR at its December
meeting after a year-long study of property
taxation, school financing and the possibility
of massive property tax relief funded by a new
Federal tax source. The study had been under-
taken in January at the request of President
Nixon.

In its major conclusions, the Commission
found that (1) the property tax is not so bur-
densome over-all as to warrant intervention by
the Federal government, (2) an area of gross

inequality in property tax use relates to low-
income homeowning families and particularly
the elderly, (3) the States can and should take
action to shield such low-income families from
undue property tax burdens, (4) property tax
administration can be adequately strengthened
by State action, (5) the States have the un-
tapped capacity to put their local school dis-
tricts on a more equal fiscal footing, and (6)
there is therefore no need for a Federal value-
added tax to finance such a program.

Then, in summing up its majority decisions
to turn down four proposals for new Federal
categorical aid programs in the property tax
and school finance areas, decisions which drew
strong dissents from some members, the Com-
mission said:

... It is not necessary to buck every problem
up to Washington for resolution. Strengthened
by revenue sharing and with the strong pros-
pect for shifting an increasing share of the wel-
fare expenditure burden to the National gov-
ernment, the States can and should be held
accountable for their traditional property tax
and school finance responsibilities.

But revenue sharing and Federal takeover of
welfare are not enough. If the States are to
play a strong role in our Federal system, Con-
gress must resist the constant temptation to
solve problems that should be handled at the
State level.

(The ACIR study is- discussed in detail in
Chapter 6, beginning on p. 58.)

Climate for Change? Public attitudes crys-
tallized against proposals in four States—
California, Colorado, Michigan and Oregon—
to slash the property tax sharply as a source of
funds for education. The precise question be-
fore the voters was slightly different in each
State but the effect was the same. Voters in
Colorado, Michigan and Oregon refused to
adopt constitutional prohibitions against the
use of the local property tax for school sup-



port. California voters refused to place consti-
tutional limits on the use of the local property
tax, but the legislature late in the year enacted
a dramatic $1.1-billion tax shift that included
$488 million in relief for homeowners and
renters.

Litigation over school finance systems in
California, Texas, New Jersey, New York,
Minnesota, Illinois, West Virginia, Michigan
and Florida spurred consideration of the pro-
perty tax referenda. School support systems
that depend heavily on the local property tax
have come under attack as a denial of the equal
protection pledge of the U.S. Constitution.
The Texas case— Rodriguez v. the San An-
tonio School District—was pending before the
United States Supreme Court as the year
ended and a decision was expected in the
spring of 1973.

The future of the property tax as a source of
school finance and of local finance itself re-
mains in doubt. The Supreme Court decision
should clarify the issue with regard to public
schools. But public opposition to the tax re-
mains strong and demands for property tax
relief are unlikely to abate.

In 1972, for example, Texas voters allowed
the legislature to enact property tax relief for
the elderly, and circuit-breaker plans were
adopted in Illinois, New Mexico, Ohio and
West Virginia. The New Mexico program ap-
plies to all low-income individuals and not
just to those who are also elderly.

This Commission’s 1969 recommendation
for State assumption of most local school costs
is aimed at (1) a more equitable distribution
of the benefits and burdens of public education
within each State and (2) reduction of the pres-
sure on the overburdened property tax, thereby
permitting cities and counties to make more
effective use of this local revenue source.

Although no State took a great leap forward
in 1972, as did Minnesota the previous year,
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the political environment became more con-
ducive to such State action. By the end of the
year, it appeared more likely than ever that
court action on school funding and citizen
demands for property tax relief will combine
gradually to force most States to take over
most of the school-financing burden.

This Commission has expressed strongly its
hope that the shift to fuller State school fund-
ing will result more from positive State legis-
lative and executive leadership than from
judicial mandating.

Grant Consolidation:
A Crumbling Ideal ?

On the block grant and consolidation front,
certain efforts were made in 1972, but none
succeeded by the year’s end. The proposed
Intergovernmental Cooperation Act amend-
ments (S.3140) passed the Senate but failed in
the House. One of these amendments would
have given the President authority to merge
categorical grants in functionally related areas
if neither house of Congress vetoed the plan, a
procedure similar to the provisions of the
Executive Reorganization Act. (See p. 14 for
other provisions.)

Legislative Setbacks. After two and one-half
years of committee consideration, the Senate
in early March overwhelmingly passed the
omnibus Housing and Urban Development
Act (S. 3248), which among other things would
have consolidated nearly 50 existing programs
into eight and would have authorized a new
block-grant program to local governments for
community development efforts. The block-
grant program was presented as a compromise
similar to that advanced in the Administra-
tion’s special revenue sharing proposal for
community development.

The House version of the measure (H. R.
16704) paralleled its Senate counterpart with
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respect to consolidation and block grants, but
contained other more controversial provisions,
including mass transit operational subsidies
and local governing body approval of specific
housing projects. Because of the sweeping and
complex changes called for in the omnibus
measure, the lateness of the session and the
political problems in achieving effective floor
managership, the House Rules Committee re-
fused to allow the bill to reach the floor for a
vote, thus killing it.

None of the Administration’s other five
special revenue sharing plans fared any better.
However, certain elements of the rural com-
munity development proposal were included in
the Rural Development Act of 1972 (P.L. 92-
419).

For the first time in several years, no small-
scale consolidation measures were submitted
for consideration by the Second Session of the
92nd Congress. This reluctance was partly due
to the Administration’s preferred focus on the
more sweeping reorganization and special rev-
enue sharing proposals which incorporated the
spirit, if not the substance, of earlier merger
efforts in such program areas as water and
sewer and vocational education. It was also
due in part to the failure of previous attempts
at grant consolidation.

Thus, the drastic overhauling and stream-
lining of the bloated Federal categorical aid
system which has been advocated by this
Commission in order to introduce the much-
needed elements of flexibility and accountabil-
ity into the Federal aid structure did not come
to pass in 1972.

However, 1972 was the second year in a row
that there was virtually zero population growth
in Federal categorical aids, largely because of
Presidential vetoes (Mr. Nixon vetoed 16 bills
in 1972), the enactment of revenue sharing and
a generally unfavorable climate for new grant
programs. This sudden halt in the proliferation

of Federal grants is noteworthy in view of the
fact that the number had grown from only a
handful in the early 1960s to about 500 by
1970.

Problems with Block Grants. At the same
time, the only two major block-grant programs
on the books, those provided by the Partner-
ship for Health Act of 1966 (P.L. 89-749) and
the Omnibus Crime Control and Safe Streets
Act of 1968 (P.L. 90-351), were falling short
of expectations.

LEAA—The House Government Operations
Committee report on the Block Grant Pro-
grams of the Law Enforcement Assistance
Administration (LEAA), issued in May, raised
a series of fundamental questions about the
operation of the program and advanced 13 rec-
ommendations for its improvement. The dis-
senting minority members took issue with the
report’s tone and thrust, and certain of its
findings and recommendations. In essence,
the majority position was that LEAA should
adopt a much more aggressive monitoring and
leadership role in administering the program,
while the minority members (though conscious
of certain gaps in State performance) were
more willing to rely on the present system.

Neither group, it should be noted, called for
abolition of the block-grant approach to Fed-
eral assistance for State-local criminal justice
systems, a position that corresponds with the
view of this Commission.

The June 1972 report of the Committee for
Economic Development (CED) on Reducing
Crime and Assuring Justice was much more
critical than the composite of judgments that
emerge from the House report, concluding that
... the record of LEAA ... does not inspire
confidence in the (Justice) Department’s
capacity to give effective leadership to State-
local law enforcement.” The CED urged the
replacement of LEAA with a new ‘‘Federal



authority to ensure justice —properly managed,
staffed, and funded” to lead the country *‘to-
ward reversal of the disastrous trends of recent
years.” It also recommended that the States,
“through unified departments of justice and
other means” (proposed in its report) ... “be
encouraged to meet high standards in fulfill-
ment of their constitutional obligations.”

A later report of the National Urban Coali-
tion was equally severe in its criticisms of
LEAA.

Partnership for Health— With reference to
the first block grant enacted in modern times,
the record of the Partnership for Health Act
of 1966 has been less publicized and less
probed, but no less controversial to some who
have explored it. Beginning with a consolida-
tion of 16 previously separate categorical
grants, it gave significant discretion to States
and their governors in developing locally
relevant State plans. In 1970, drug and alcohol

abuse components were folded into the pro-
gram. But three programs which could have
been merged with it were preserved as separate
entities and expanded by the 91st Congress:
kidney disease, communicable diseases control
and health assistance to migrant agricultural
workers.

Meanwhile, the intended executive discre-
tion was frequently impaired. More than half
of the State Comprehensive Health Planning
Agencies (CHPs) were located in independent
or line agencies that were one step or more
removed from the governor.

A major thrust of these agencies has been
to develop counterpart organizations at the
substate regional level. As of 1972, 198 area-
wide comprehensive health planning agencies
had been established, with only about two-
thirds of these fully organized. Yet, in the 42
States having substate districting systems,
fewer than 10 percent of the CHPs coincided
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geographically and organizationally with these
substate districts. In the case of the A-95
clearinghouses established pursuant to Section
204 of the Metropolitan Development Act of
1966 (P.L. 89-754) and Title IV of the Inter-
governmental Cooperation Act of 1968 (P.L.
90-577), the CHPs “‘piggybacked’ these more
generalist areawide bodies only about two-
fifths of the time (as against seven times out of
ten in the case of LEAA’s substate regional
districts).

A Mixed Record—These two block-grant
case studies, the only ones really, suggest that
the tendency to categorize or to recategorize
is still strong after a consolidation has been
achieved or a new broad functional program
has been launched. They suggest that chief
executives in the States, cities and counties,
especially the States, have had difficulty in
curbing the parochialism of their program pro-
fessionals. They reveal that substate regional
organizations seem to be an inevitable admin-
istrative by-product of block-grant efforts.
They also indicate that the discretion a block
grant is supposed to give to politically account-
able officials at the other levels is not always
easy to retain.

In short, the record of these two programs,
a record that became more visible in 1972, can
only be described as mixed and uneven in light
of the basic objectives of the block-grant
strategy.

Low-Gear Grant Reform

There were some solid successes in categori-
cal-grant reform during 1972, but grant-reform
efforts scored poorly in Congress and lacked
the widespread and highly visible support
given to the battle to secure revenue sharing.

Part of this no doubt stems from the fact
that streamlining the categorical programs is
tough pick-and-shovel work. Part of it relates
to the view held in some quarters that the only

real reforms in this area must be drastic ones.
Perhaps the largest part of the problem, how-
ever, is rooted in the continuing strength of the
program specialists, their interest groups and
legislative allies at all levels.

ICA Amendments. The failure of Congress to
take favorable action on the Intergovernmen-
tal Cooperation Act of 1972 is symptomatic of
some of the difficulties in this rock-covered
field. This Administration-endorsed measure,
which enjoyed full bipartisan sponsorship and
which did pass the Senate unanimously, would
have:

®authorized the President to simplify and

unify financial reporting requirements

associated with categorical programs;
®allowed increased reliance by Federal
disbursing agencies on State and local
audits that meet certain professional
standards;

®cstablished the statutory ground rules

for permitting the packaging of grant ap-

plications by State and local governments;
and

®stipulated a more comprehensive policy

of congressional and executive branch

review and reassessment of categorical-
grant operations.

As mentioned earlier, the legislation also
would have provided an effective method for
combining grants in the same or related func-
tional areas, under which the President could
submit to Congress grant-consolidation plans
which would become effective if not vetoed by
either house within 60 days.

Enactment of the Intergovernmental Co-
operation Act of 1972 would have constituted
a clear signal that efforts to revamp the grant
system had full congressional backing.

Administrative Actions. There were a num-
ber of administrative developments in the
grant-reform area during 1972 that should be
noted.



® Both civil rights and environmental im-
pact statement procedures were added to
the review process under Office of Man-
agement and Budget (OMB) Circular
A-95, which requires comment by State
and areawide officials on certain Federal
grant applications.

® Early in the year, OMB issued a memo-
randum to departments and agencies
which set forth the policy, guidelines and
procedures governing the processing of
applications and project administration
for its Integrated Grant Administration
Proposal (IGA). During the course of the
year, the number of State, areawide and
local jurisdictions that participated in this
pilot joint-funding program rose from
four to 27, with 20 having been funded as
of mid-December.

® OMB Circular A-102, one of the most
significant results of the Administration’s
Federal Assistance Review (FAR) pro-
gram to streamline grant-in-aid adminis-
tration became effective in July. This cir-
cular established uniform requirements in
all Federal grant programs for such items
as cash depositories, bonding and insur-
ance, retention and custodial requirements
for records, and waiver of single State
agency requirements. Subsequent attach-
‘ments to the circular, all of which were in
effect by January 1, 1973, cover uniform
program income and matching-share pro-
visions, standard application forms for all
programs, financial reporting and requisi-
tion procedures, and property manage-
ment, personnel and procurement re-
quirements.

® A report prepared under a FAR con-
tract and issued in May cited shortcom-
ings in the application of the review
process called for under OMB Circular
A-85, which is designed to give State and

local chief executives an early opportu-
nity to comment on proposed Federal
rules, regulations and procedures that will
affect their governments. OMB initiated a
study of agency compliance, and OMB
and ACIR staff members worked through-
out the remainder of the year with Fed-
eral agencies and with the associations
representing State and local governments
in Washington to help both parties in the
review process improve their participa-
tion. ACIR serves as coordinator between
the agencies and State-local representa-
tives in the A-85 review.

® In relocation activity, the government-
wide application of requirements called
for in the Uniform Relocation Assistance
and Real Property Acquisition Policies
Act of 1970 (P.L. 91-646) to all direct
Federal and assisted programs involving
the displacement of families and busi-
nesses finally began to be felt in 1972.
Uniform guidelines for agencies to follow
in implementing the act were issued in
May in OMB Circular A-103. The ACIR-
supported amendments to the act that
would have extended the cutoff date for
full Federal funding of relocation costs up
to $25,000 per case died in a House-
Senate conference committee. The pres-
sure for action on higher priority items
such as the highway bill, the lateness of
the session and the threat of possible veto
combined to produce this result, which
could have significant fiscal implications
for the States and especially the localities
in the months ahead.

® [n a thrust toward interagency program
collaboration, the Secretary of Agricul-
ture was assigned a lead role in coordi-
nating responsibilities within the execu-
tive branch for various programs under
the Rural Development Act of 1972.
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e Two executive branch departments
took steps to further decentralize grant
administration to the field-office level.
HUD delegated the bulk of the decision-
making for project selection and funding
below its regional offices to its 39 area
offices. EPA now has more than two-
thirds of its staff in field offices and deci-
sions on nine out of ten of its program
dollars are made at this level.

® To implement decentralization, Justice,
Labor and HUD have increased their field
office personnel by 25, 45 and 22 percent,
respectively.

® [n February, the President by Execu-
tive Order No. 11647 expanded the role
of the Federal Regional Councils (estab-
lished in 1969) as coordinating bodies in
the ten Federal regions. The chairmen of
these councils were upgraded to the level
of Presidential appointees and the coun-
cils were assigned new duties, including
the development of integrated program
and funding plans with governors and
local chief executives, the encouragement
of joint grant applications, and the plan-
ning of long-term regional interagency
and intergovernmental strategies for re-
source allocations to better meet State
and local needs.

Planned Variations Report. In the fall, HUD
issued a report on the first year of its Planned
Variations demonstration program. Under this
experiment, launched in 1971, certain munici-
palities with citywide Model Cities programs
were to be given supplemental funds to ex-
pand their programs’ functions. The local chief
executives were to be given a review and com-
ment authority (CERC) vis-a-vis applications
for Federal assistance affecting their commu-
nities. Federal agencies, in light of the above
local variations, were to take steps to waive
or minimize administrative requirements asso-

ciated with grant applications from these mu-
nicipalities. Sixteen cities were designated to
receive $157.2 million over a two-year period
to participate in all three variations and an
additional four were selected to receive $1.6
million to finance participation in the CERC
procedure.

The report indicated, among other things,
that 40 percent of the participating munici-
palities felt that the planned variations had
freed them from some Federal constraints,
that simplified HUD submission requirements
had reduced the size of the average application
by three-quarters (compared to previous
Model Cities submissions), and that most of
the cities exercised their new priority-setting
authority by shifting to a greater emphasis on
physical development activities rather than
social programs.

It also revealed that HUD had developed
a “‘waivers” approach to simplify its categori-
cal programs, but only four cities (as of June
1, 1972) had participated in this program.
Moreover, HUD’s efforts to simplify its pro-
gram books had encountered difficulties.

A third of the cities, it was found, felt that
the department’s effort to apply a “hands off”
policy regarding the full variation program to
its area and regional offices had succeeded in
decreasing Federal intervention from these
sources. Regarding the CERC variation, the
report pointed out that it had tended to en-
courage the development of a central policy
and program coordinating mechanism, but
that various bureaucratic, structural and other
hurdles had slowed up its implementation in
many of these cities.

At the same time, in terms of general efforts
to bolster the managerial role of the mayor or
manager, six of the 20 cities had instituted sig-
nificant executive branch reorganizations,
three-fifths had strengthened the chief execu-
tive’s role in the budgetary process, and half



had placed the planned variations under an
administrator who reported directly to the
chief executive.

Remaining Issues. To sum up, there were
some needed, sensible, but non-sensational
steps toward grant reform during 1972. Prac-
tically all of them were initiated by the Federal
executive branch and most of them were
geared to injecting greater simplicity, stand-
ardization, flexibility and administrative de-
centralization into the categorical system.

The issue remains as to how far some of
these efforts can go without a statutory man-
date. Efforts to bind together or to cut the
categorical strings inevitably run the risk of
legal problems. And quite clearly, joint fund-
ing, accounting and auditing reforms, and con-
solidation require firm congressional support
and sanction.

In the areas of administrative decentraliza-
tion and regional council activation, other
more policy-oriented questions lingered.

® To what extent can decentralization be

achieved in program areas that have a
regulatory dimension to them?

® What aspects of decision-making can be
allocated realistically to field offices in the
large formula-based grants requiring State
plans?

® Can decentralization efforts succeed
without confronting the question of cali-
ber of field personnel?

® Can regional councils perform a useful
interagency coordinating role when the
chairmen simultaneously are Presidential
appointees and the regional heads of Fed-
eral line agencies or departments?

® What should be the relationship be-
tween the Federal executive boards which
include representatives of all agencies
operating in the regions and the councils
with their select membership of seven?

® Finally, what new means of consulta-
tion and collaboration would strengthen
the regional councils’ liaison with the
States, the localities and the Federal-
multistate commissions located in their
regions?
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chapter

New and different revenue-raising signals
emerged in 1972. Fiscally speaking, State and
local governments in the aggregate fared rather
well. Many were enjoying what appeared to be
the luxury of a surplus. Their need for tax-
rate increases and new tax adoptions was some-
what reduced from earlier years. Approxi-
mately 70 percent of the $5 billion in bond
issues on the ballot were approved by the elec-
torate, with environmental control being par-
ticularly popular.

As mentioned earlier, new financial systems
to support public education did not evolve in
1972 despite the spate of constitutional chal-
lenges to school support based heavily on the
local property tax—an issue that was under
consideration by the United States Supreme
Court as the year ended.

Counterpoised to this strengthened State-
local position, however, was a Federal deficit
of more than $23 billion for 1972 and prospec-
tive tightness in Federal budgets in the years
ahead.

A number of factors unique to 1972 suggest
that developments which favored the State-
local sector and hurt the Federal government,
will not continue. The more likely picture over
the long run is one of fiscal stringency for all
governmental levels — Federal, State and local.
Even this prospect differs from that of the re-
cent past when only the State and local gov-
ernments seemed to remain in perennial deficit
positions.

The State-Local Surplus

During the last several years, State and local
governments have improved their budgetary
posture. Surpluses for the State-local sector in
the national income accounts were registered
in each of the three previous years, 1969-71.
State and local governments showed up par-
ticularly well in the second quarter of 1972,
registering a record $14.8-billion surplus.



While this figure promptly attracted much
attention, less notice was paid to the special
circumstances that led to it.

The surplus refers to all State and local gov-
ernment fiscal activity. The aggregate figure
includes both current operations and social in-
surance, as well as retirement fund operations.
Thus, the national income accounts figures can
mask the fiscal stringency individual States
and localities may encounter if current opera-
tions are considered separately.

Further, the over-all magnitude of the sur-
plus was achieved, in part, by two non-recur-
ring factors—a $4.0 billion advance payment
of public assistance grants and $0.8-billion of
unusually high income tax settlements in Penn-
sylvania. Coupled with these nonrecurring
items has been the steady increase in surpluses
registered for the social insurance funds and
shrinking deficits in other, mainly operating,
funds.

The $14.8-billion State-local surplus is
really composed of two parts—an estimated
$8.4-billion surplus in social insurance funds
and an estimated $6.4-billion surplus in ali
other funds. If the $4.8 billion of nonrecurring
items is subtracted from the latter figure, the
surplus registered by the State-local sector as a
whole, is a much more modest figure—$1.6
billion.

Even this $1.6-billion surplus should be
viewed with caution, particularly as an indica-
tion of future developments.

In recent years, the fiscal position of State
and local governments as a whole has been
strengthened by the rapid growth of Federal
grants-in-aid and by adoption of new and in-
creased State and local taxes. By their own ac-
tions, State and local governments have made
their tax systems more buoyant, enabling them
to ride the crest of the sharp recovery in the
national economy during 1972, As a result,
revenues received frequently exceeded State-
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local spending plans for 1972, which had been
formulated well in advance of this recovery
and had been influenced by more conservative
revenue anticipations. Thus, the surplus may
have resulted largely from special circum-
stances, not necessarily to be repeated in the
near future.

What then of the 1972 record State-local
surplus? While its magnitude is temporarily
exaggerated and it serves to conceal rather
than reveal the operating budget stringency of
individual governmental units, it also indicates
a basic strengthening of the State-local sector.

Although modest surpluses are certainly

“possible in the future, it is equally likely that

the pace of State-local expenditures will accel-
erate and the spurt of automatic revenue
growth accompanying economic recovery will
taper off. Construction expenditures, for ex-
ample, may be expected to grow as govern-
mental liquidity positions are built up from the
levels of the 1969-70 credit crunch. In addi-
tion, expenditures seem likely to increase as
demands for salary adjustments and quality
increases re-surface, partly spurred by the
growth of public employee unions.

On the revenue side, political officials at all
levels continue to give credence to the idea of
an incipient taxpayer revolt. As State-local
taxes increase, and their burden on individuals
heightens, each additional tax action becomes
that much more difficult for officials who must
answer to the electorate. State-local revenues
will almost certainly fail to maintain their
present rate of increase if revenue sharing pro-
vides the rationale for cutting back other Fed-
eral grants and growth in Federal grants-in-aid
is not maintained.

The Federal Deficit

If fiscal stringency is a possible watchword
for the States and localities, it is a certainty for
the National government. The current deficit
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and those of the recent past are, of course, an
appropriate concern for Federal policymakers.
Yet, this deficit is a mechanism of economic
policy—a mechanism designed to stimulate
recovery of the Nation’s economy. As recovery
advances, the deficit will be reduced—the
general target being its virtual disappearance
when full employment is reached.

Reduction or elimination of the Federal
deficit, however, does not in any way translate
itself into a picture of fiscal ease for the Federal
government. On the contrary, projected growth
of existing Federal program expenditures and
revenues leads to the conclusion that there is
little, if any, room left in projected Federal
budgets for new program initiatives. Any new
moves, including those contained in this Com-

mission’s Agenda for the Seventies, will have

to replace other Federal expenditures for cur-
rent programs or be financed from new taxes
or more intensive use of existing Federal reve-
nues. The time of the Federal fiscal dividend
clearly has passed.

State Actions

Nearly one-third of the States raised at least
one tax or made an expiring tax permanent in
1972, indicating the fragile fiscal position in
some States. However, major tax programs
were undertaken in only a few States during
the year. Among the more significant State
tax actions were these:

® Connecticut and the District of Colum-

bia increased their sales tax rates;

o Tennessee extended a temporary sales

tax increase;

® New York and Virginia increased their

individual income tax rates;

® Massachusetts and Michigan voters re-

jected proposals to adopt graduated rate

schedules to replace flat-rate income taxes;

® Michigan extended a temporary income

tax increase;

® Four States increased corporate income

tax rates and two others extended tem-

porary corporate income taxes;

® Nine States increased motor fuel tax

rates;

® Seven States increased alcoholic bev-

erage tax rates;

® Four States increased tobacco tax rates

and two others adopted new tobacco

product taxes.

No States were added to the ranks of those
using either a broad-based general sales tax or
personal income tax in 1972. The New Jersey
legislature defeated Governor Cahill’s proposal
to replace a significant part of the school prop-
erty tax with a personal income tax. In Ohio,
however, voters rejected an initiative to repeal
their recently adopted personal income tax.

At the end of the year, the tally was the
same as when it began—40 States with a full-
fledged personal income tax, 45 with a broad-
based sales tax and 36 with tax systems that
included both.

Despite general taxpayer resistance to tax
and spending increases, bond issues met with a
somewhat more favorable voter response in
1972 than in the previous year. The results sug-
gest that the electorate is willing to assume
additional tax burdens, particularly for the
purpose of preserving and improving the en-
vironment. (See p. 37.) Less voter acceptance
was accorded bond issues for more familiar
purposes, especially mass transportation. (See
p. 32.) School bond proposals fared reason-
ably well.
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GOVERNMENTAL
FORMS
1O MAICH
THE NEW
FISCAL
FRAME

chapter

Governmental reorganization has been a
basic goal of the Nixon Administration at the
national level and in recent years it has been
no less prominent an objective at the State and
local levels. Moreover, with the proliferation
of regional mechanisms at both the multistate
and substate levels over the past six years or
so, there is reason to wonder whether new
fourth-and fifth tiers in fact have been quietly
added to federalism’s structural frame.

With the enactment of revenue sharing and
the emergence of a general-support, block-
grant, categorical system of intergovernmental
fiscal transfers, questions relating to govern-
mental structure and organization have inevi-
tably gained fresh attention. The new fiscal
system places a premium on the managerial
capacity at all the traditional levels. And the
regional thrusts emanating from the block-
grant and categorical-grant sectors further
complicate the management question.

Federal Efforts

The four major departmental reorganization
proposals submitted by the President to Con-
gress in 1971 went through the hearing process
in both chambers, but only one—the proposed
Department of Community Development Act
(H.R. 6962)—advanced beyond hearings in
1972. In the House, the Government Opera-
tions Committee reported out the measure.
Yet, due to a combination of highway and
rural interests and the opposition of the chair-
men of seven substantive and appropriations
subcommittees, the bill was not reported out of
the Rules Committee.

As the year drew to an end, there were strong
indications that the second Nixon Administra-
tion would seek to achieve many of the goals
embodied in the departmental reorganization
proposals by less direct means—involving a
combination of administrative, fiscal, and per-
sonnel management devices. (Before the New



Year was 10 days old, the President did, in
fact, move to accomplish the major thrust of
his reorganization plans by executive action.)

During the year, Congress and its members
were exposed to a new kind of probe —mark-
edly in contrast to that of academicians and
most journalists—from Ralph Nader’s Con-
gress Project. The Nader group, in twin vol-
umes published in the fall, struck at the heart
of one of the fundamental institutional issues
confronting the federal system: Can Congress
curb interest group and executive branch pres-
sures and make its own independent contribu-
tion to the solution of the critical problems
confronting the Nation?

Certain developments during 1972 indicated
that Congress on occasion can do just this.
Among them were its efforts in the environ-
mental and rural development areas. Yet, its
heavily fragmented power structure, the rela-
tive weakness of its leadership posts (com-
pared to what they were at the turn of the
century), and the feebleness of its consensus-
building mechanisms more often than not have
combined to produce a stalemate, inaction, or
a quiet veto of some of the more vital issues
before it.

At the heart of this dilemma lies a conflict
between the two great functions that Con-
gress is expected to assume: to represent and to
govern. The representational function fre-
quently undermines its governing activities
(legislation, administrative oversight, revenue
raising and taxation), especially at this point
in history where, thanks to reapportionment
and an expanded electorate, Congress prob-
ably represents the diversity of American
society with greater accuracy than at any other
time.

Given the prospect of divided government
at the national level for at least two more
years, considerable attention was focused on
the prospects and powers of Congress as the

year drew to a close. One notable example was
the Stevenson-Mathias special subcommittee
hearings in early December on congressional
reform.

Yet the big question remains: Can Congress
develop ways and means of strengthening its
capacity to govern as well as to represent, to
reconstruct a role that it played with consum-
mate skill during most of the Nineteenth Cen-
tury —that of ““‘umpire of our federal system?”

Mushrooming Multistate

Mechanisms

At the multistate regional level, four more
Federal-multistate commissions were created
in 1972, raising the total to 17. With the of-
ficial designation of the Upper Missouri River
Regional Commission in February and the
Pacific Northwest Regional Agency in May,
seven regional action planning commissions
(Title Vs), each composed of a Federal co-
chairman and the governors of the affected
States, had been established pursuant to the
Public Works and Economic Development Act
of 1965 (P.L. 89-136). The number of Federal-
multistate bodies (Title IIs) launched under
the Water Resources Planning Act of 1965
(P.L. 89-80) was increased to seven with the
establishment of the Upper Mississippi and the
Missouri River Basin Commissions in March.

All but seven States now are members of
one or more Federal-multistate commissions
(including the compact-based Delaware and
Susquehanna River Basin Commissions).

This Commission, in its Multistate Region-
alism report published in April, recommended
that instrumentalities created pursuant to
these acts be retained pending further experi-
ence and possible additional ACIR proposals
in the future. This position was adopted in
light of the general belief that it was too soon
to reach any major final decisions or to launch
drastic reforms on an across-the-board basis.
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(ACIR’s regionalism study is discussed in
greater detail in Chapter 6, beginning on p. 64.)

Others, however, have taken the stand that
neither of these two types of multistate bodies
can succeed in their mission, given their pres-
ent legislative mandate, level of funding and
tools. A major overhaul is needed, they believe,
either in light of the Federal-multistate com-
missions’ long-run functional objectives or in
terms of a national growth policy. Still others
have found the record of the commissions un-
impressive and have called for their abolition.

Meanwhile, the Public Works Committees
of the Congress conducted hearings on the
future of the Title V commissions, but no final
action was taken by either committee. Senator
Montoya’s proposed Public Works Develop-
ment Act of 1972 (S.3381), which served as a
focal point in the Senate, envisaged a national
system of regional development commissions
with broader authority and better financing.
Prospects are that a revised version of the Sen-
ate bill will be introduced in the 93rd Congress.

These various developments suggest con-
siderable ferment over multistate regionalism
—a ferment which involves mechanisms, not
governments; goals, not merely ground rules;
and conflict over where these commissions and
their activities fit into the federal system, not
simply where they fit into a planning or politi-
cal scheme.

Modernizing State Government

Attempts by the States to modernize their
basic charters and to revamp the structure and
organization of their governmental branches
are basic ingredients of the continuing drive to
put more muscle on federalism’s frame. With
the new responsibilities that devolve upon the
States with revenue sharing and block grants,
not to mention the perennial job of coping
with the categorical programs, these efforts
assume a national significance that goes far

beyond the traditional issue of securing a more
responsive and responsible system at the State
level.

Constitutional Revision. The pace of con-
stitutional revision among the States increased
in 1972.

At the November 7 general election, voters
in 37 States were offered constitutional pro-
posals ranging from almost complete consti-
tutional revision to an amendment that would
ban the hunting of mourning doves. In South
Dakota, voters endorsed four broad amend-
ments drafted by the State Constitutional Re-
vision Commission which substantially change
the State’s constitution. Seven amendments
submitted by South Carolina’s Constitutional
Revision Study Commission were approved in
that State. Amendments that will modify cer-
tain constitutional revision procedures were
adopted in West Virginia, Florida and Nevada.

Constitutional conventions will be held in
Louisiana in 1973 and in New Hampshire and
Texas in 1974, as authorized by those States’
electorates in November, but similar conven-
tion calls were rejected in Alaska and Ohio.

Legislative reorganization in California,
Maryland, Minnesota and Utah and executive
reorganization in Idaho and South Dakota will
result from successful 1972 amendments.

Earlier in the year, the Montana Supreme
Court upheld the ratification of a new consti-
tution which the electorate had adopted by a
narrow margin in June. The new document
was drafted by a constitutional convention, as
was a proposed new constitution which North
Dakotans rejected in April.

Executive Reorganization. As it has been for
several years, governmental reorganization was
high on the list of State activities in 1972.
Georgia legislators passed a comprehensive
executive reorganization bill and Virginia law-
makers, acting on the recommendations of the



Governor’s Management Study Inc., passed
legislation which will permit the Governor to
set up, in effect, a cabinet form of government
with six secretaries overseeing a vastly consoli-
dated structure. These actions and the amend-
ments in Idaho and South Dakota will bring
to 11 the number of States achieving major
changes in this area during the past three
years.

In terms of central management innova-
tions, Arizona consolidated a number of small
agencies into the newly created Central State
Administrative Department and Central State
Department of Economic Security. Kansas
restructured and expanded its existing Depart-
ment of Administration and created a new
Department of Economic and Community De-
velopment. Maine reorganized its Departments
of State and Financial Administration. Iowa
legislators established the Office of Citizen’s
Aid (ombudsman) in the executive branch.

Three program areas have tended to dom-
inate legislative attention in many States over
the past three years, and line agency reforms
during 1972 reflected this focus. Four States
set up departments of transportation, bringing
the total to 19. In the environmental field, at
least eight States created new agencies or de-
partments. Action during the year brought the
number of States with separate consumer pro-
tection units to 44,

Legislative Reform. Seventeen States passed
measures during 1972 to improve legislative
operations or to remove constitutional re-
straints from their lawmaking bodies as legis-
lative reform movements were increasingly
active.

Proposals for annual legislative sessions
were adopted in Minnesota and Wyoming, but
were defeated in Alabama, New Hampshire
and Louisiana. The new Montana constitution
also provides for annual sessions, but a similar
provision for North Dakota died with the

rejection of that State’s proposed new con-
stitution.

In April, the Citizens’ Conference on State
Legislatures (CCSL) issued a follow-up report
to its 1970 evaluation of the 50 State legisla-
tures. CCSL found that since its original re-
port was published:

. . the greatest amount of activity was shown
in staff and services, facilities and legislative
compensation, with reports from 43, 41 and 40
States respectively, indicating concern for each
of those areas of legislative operation. Those
figures represent 86, 82 and 80 percent of the
States. Changes in bill procedure were reported
by 76 percent of the States, and committee
structure drew the attention of 74 percent.

Figures for the other categories are as follows:

use of time, 62 percent; legislative structure and

powers, 56 percent; committee procedure, 50

percent; time available, 38 percent; ethics-

conflicts of interest, 40 percent; and ‘‘other
legislative procedure,” 34 percent.

Since the CCSL follow-up report was issued,
Connecticut, Hawaii, lowa, Kentucky, Mary-
land, Massachusetts, Minnesota, South Da-
kota, Wisconsin and Utah have taken various
steps to strengthen their legislatures either by
statute or constitutional amendment. In 43 of
the States, lawmakers have completed action
on legislative reapportionment.

(For added details on 1972 efforts to
strengthen the States, see p. 48.)

The Substate Regional Rush

At the confused, complicated and increas-
ingly busy level below the States and above
the cities and counties, a wide range of devel-
opments took place in 1972. All of them, in
one way or another, had organizational impli-
cations and elevated the question of metropol-
itan and substate regional governance to a top
slot on the agenda of new business in fed-
eralism.

Legislation. In Congress, both the Federal
Water Pollution Control Act Amendments of
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1972 (P.L. 92-500) and the Coastal Zone Man-
agement Act of 1972 (P.L. 92-583) provided
new Federal encouragement for institution-
building at the substate level. .

With the former, the governors are author-
ized to designate in urban areas a single repre-
sentative organization, ‘“‘including elected of-
ficials from local governments,” for developing
areawide waste treatment management plans.
If a governor fails to take the initiative here,
the chief elected local officials within an area
may assume the designation function. In both
cases, the designations are subject to approval
by the Environmental Protection Agency
(EPA). In terms of implementation, the legis-
lation provides that a governor after consulting
with the areawide planning unit shall designate
one or more new or existing waste treatment
management agencies and that the latter must
possess adequate operational authority.

In the case of the Coastal Zone Manage-
ment Act, areawide and regional agencies,
specifically those designated under Section 204
of the Metropolitan Development Act of 1966,
are eligible for inclusion in a coastal State’s
management program for the land and water
resources of its coastal zone. Such agencies
also may participate directly in this effort in
some instances.

With the enactment of these two measures,
the number of Federal programs having a sub-
state-area thrust reached two dozen and the
number with institution-building implications
climbed to 19.

The Rural Development Act of 1972 gave a
boost to non-metropolitan, multijurisdictional
planning and development districts designated
for the review and comment function under
OMB’s A-95 procedure. Loans and grants for
individual water, waste disposal and other es-
sential community facilities, authorized under
the act, must comply with these agencies’
project review and notification procedure.

Jurisdictional Maze. By 1972, there were
almost 25,000 special districts of the old-style,
essentially single-purpose type. All but 7,580
of these had boundaries which overlapped
those of general local governments. But this
was only part of the substate regional puzzle.

® The total of A-95 clearinghouses estab-

lished pursuant to Section 204 of the Met-

ropolitan Development Act of 1966 and
the Intergovernmental Cooperation Act of

1968 reached 418 by the end of the year,

211 in metropolitan areas and 207 in non-

metropolitan areas. Most of these were

councils of governments or regional plan-
ning commissions.

® Attempts to fuse the efforts of these

A-95 clearinghouses with those of dis-

tricts sponsored by ten major single func-

tion-oriented Federal programs produced

a pattern in 1972 where, over-all, approxi-

mately 45 percent of the latter had been

piggybacked on to the A-95s in areas
where both types were operating.

® With Maine’s action in February, 42

States had established substate districting

systems, for a total of 482 multicounty

districts; approximately two-thirds of
these now are organized.

® The continuing drive to achieve con-

formity between State-established districts

and federally sponsored areawide bodies
reached the point in 1972 where the
boundaries of 35 percent of the Federal
districts in ten key programs operating
in these 42 States coincided with those of
the substate districts. Significantly, under
nearly all of these Federal programs,

States have a role in the district designa-

tion process.

In December, the public interest groups
representing the States, counties and cities in
Washington, D.C., completed a report on
federally sponsored multijurisdictional plan-



ning and policy development organizations
and advanced a number of recommendations
geared to clarifying and consolidating the role
of “‘umbrella multijurisdictional organizations”
at the substate regional level. The report pre-
pared under a contract with the Federal As-
sistance Review (FAR) program, also set forth
a proposed joint policy statement which the
public interest groups separately will consider
for adoption during 1973.

City-County Consolidation. By a two-to-one
vote on November 7, the voters of Lexington
and Fayette County (Kentucky) approved the
merger of these jurisdictions into the ‘““Lex-
ington-Fayette Urban County Government.”
The new charter for these 175,000 citizens will
go into effect on January I, 1974. Since 1945,
there have been 13 such consolidations, 11 of
which took place in the period 1962-72.

Three other proposals for city-county con-
solidation were defeated in 1972 —in Columbia-
Richland County (South Carolina), Macon-
Bibb County (Georgia) and Tampa-Hills-
borough County (Florida). In the latter two
instances, it was the third time that such a
merger proposal had failed.

Voters in two States approved constitutional
amendments that will make it less difficult for
localities to effect such mergers. In Utah, an
amendment was adopted which permits coun-
ties to choose one of three optional structural
forms —including consolidation. In Washing-
ton, a new amendment allows city-county con-
solidation throughout the State.

Questions. These and other related develop-
ments have pushed the areawide, and espe-
cially the metropolitan, governance question
to the forefront. Unlike a decade ago, the
question now is not whether there will be
metropolitan governance, but what form it will
take. Will it be fragmented, functionalist-
dominated, Federal-State instigated and plan-
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ning-oriented, or more fused, generalist-con-
trolled, locally accountable and action-
oriented?

Regardless of the ultimate outcome, the
Federal, State and local governments in their
planning, programming, administrative and
service-delivery efforts will be significantly af-
fected by the specific patterns that emerge,
especially in our more than 260 metropolitan
areas.

Local Management Muscle

Counties, cities and towns have sought in
various ways to strengthen their jurisdictional,
organizational, structural and service-delivery
systems. This drive for better management con-
tinued through 1972.

® According to 1970 Census data first

made available in 1972, nearly two-thirds

—63.2 percent—of the Nation’s urban

‘municipalities extended their boundaries

through annexation during the decade of

the Sixties; more than six million per-

sons were added to these jurisdictions as a

result. Of the 153 cities over 100,000, 26

would have lost population if they had not

annexed additional territory.

® Georgia, lowa, Kentucky, Montana,

South Dakota, Pennsylvania and Wyo-

ming adopted local government home rule

provisions, either by constitutional

amendment or by legislation. (See p. 50.)

The Pennsylvania statute had perhaps the

most far-reaching implications. Local

governments with home rule charters may
now set their tax rates; a community may
opt out of a county program or service,
provided the county already has adopted

a home rule charter and the locality has a

similar service in operation; and counties

or cities selecting an optional form of gov-
ernment may retain the existing structure,
choose one of a variety of mayor-council

27



28

plans or institute a council-manager setup.
® New Jersey, Utah and Wisconsin acted
to permit optional forms of county gov-
ernment.

® The number of counties with appointed
administrators passed the 400 mark and
those with elected county executives rose
to over 50.

® A 1972 report of the International City
Management Association revealed that
nearly half of the cities over 50,000 in
population had adopted some elements of

a program, planning and budgeting sys-
tem, although only a small proportion had
a comprehensive system. In nearly three-
quarters of these municipalities, the chief
executive officer had the official respon-
sibility for preparing the budget. However,
a significant majority of the cities sur-
veyed noted the need for improved meth-
ods of measuring output or work load, for
expanded analytical staff, and for more in-
service training for central management
personnel.
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INTERGOVERNMENTAL
ISSUES
IN
CONFLICT

chapter

A more flexible fiscal framework, a stronger
organizational and management capacity at all
levels, and a resilient revenue setup for the
Federal, State and local governments were
three fundamental features of efforts to
strengthen federalism in 1972,

But better methods, improved management
and more money, in and of themselves, are the
means—not the goals—of the system. The
goals involve issues, programs and policies
whose basic outlines are dictated by the elec-
torate; that are debated, compromised, enacted
or defeated in federalism’s various policy-
making arenas; that, if adopted, are adminis-
tered by the governments in the system, either
singly or, more typically now, jointly.

In 1972, the majority of the debate and, in
some cases, action was focused on six major
intergovernmental program areas: welfare re-
form, criminal justice, transportation, equal
rights, the environment and urban growth.
Developments in welfare reform were dis-
cussed in Chapter 1. (See p. 9.)

Criminal Justice

The Nation’s non-system of criminal justice
continued to receive considerable attention at
all levels. Washington’s involvement, however,
was chiefly in the realm of reports (see Safe
Streets case study, p. 12), rhetoric and quiet
changes in LEAA, while State and local efforts
were more of a direct action nature.

National Activities. Early in December, as
required by Congress, the Attorney General
issued the first comprehensive annual report
on the law enforcement and criminal justice
assistance activities of the Federal government.
This massive 542-page tome contains 12 essays
on the National government’s various efforts,
as well as reports on the programs of 37 Fed-
eral departments and agencies and an analysis
of administrative and other issues involved in



the National government’s far-flung criminal
justice undertakings.

New rules of evidence for the Federal court
system were announced late in the year by the
Supreme Court. The proposed new evidence
code, which would apply uniformly to the
entire Federal judiciary, would give more dis-
cretion to judges to admit evidence in both
civil and criminal cases, where access pre-
viously had been restricted both by statute and
by court ruling. The rules proposed by the
Court will become effective July 1, 1973, if not
disapproved by Congress.

In corrections, a blue-ribbon committee
under the auspices of the National Council on
Crime and Delinquency drafted “A Model Act
for the Protection of Rights of Prisoners”
whose central principle is that all prisoners
“shall retain all rights of an ordinary citizen,
except those expressly or by necessary impli-
cation taken by law.”

A proposal to create ““a new type of organi-
zation, national in scope and purpose, to mar-
shal our resources and energies for an acceler-
ated program of modernization of our system
of law and justice” was advanced during the
spring of the year by Bert H. Early, Executive
Director of the American Bar Association. The
plan was similar to suggestions made previous-
ly by others. Shortly thereafter, Chief Justice
Warren E. Burger announced his support of
its basic outlines.

The new organization was to be called the
National Institute of Justice and be modeled
after the National Institutes of Health. In
November, when the Council of the National
Center for State Courts met, its members
passed a resolution which stopped short of
endorsing the proposal because they felt it was
too indefinite. The council, composed of State
supreme court judges and officials, also stressed
the view that even while pumping money into
the State courts, the institute should not im-

pose ‘“Federal standards” or otherwise inter-
fere with the independence of the judiciary.

Meanwhile, the Committee for Economic
Development (CED) called for a new ““Federal
authority . . . properly managed, staffed and
funded” to replace the Law Enforcement As-
sistance Administration (LEAA). (See p. 12.)

State-Level Efforts. An unprecedented num-
ber of States (42) took action in the criminal
justice area in 1972, either through statutory
change or constitutional revision.

Constitutional amendments regulating judi-
cial tenure and retirement were adopted in
eight States — Georgia, lowa, Kansas, Massa-
chusetts, Minnesota, South Dakota, North
Carolina and Wyoming—and New Mexico’s
legislators enacted a new law in the same field.

Eight States passed measures to restructure
their court systems. Florida’s legislature im-
plemented the new judicial article of that
State’s constitution. Legislative action restruc-
tured the minor courts in lowa, revised and
modernized the district court system in Mary-
land and reorganized and unified the lower
courts in Virginia. Massachusetts also enacted
major court unification legislation. In South
Carolina, a constitutional amendment which
provides for the unification and simplification
of the State judiciary was ratified in Novem-
ber. The voters of Kansas and Minnesota also
ratified amendments which will revise the ex-
isting judicial articles in their constitutions.
North Dakota’s Supreme Court was given
supervision over all the courts of the State and
an Office of Court Administrator was created
by statute.

Eleven States also took action to modernize
or reform their corrections systems, while at
least five States wrote new criminal codes. (For
highlights of other State justice actions, see p.
51.)
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Transportation

Concerted attempts were made to aid urban
mass transit systems in 1972. All of the major
efforts at the national level failed, while State
moves met with varying degrees of success.

Congressional Battles. In the United States
Senate, mass transit proponents succeeded in
inserting a provision in the proposed Federal
Aid Highway Act of 1972 (S8.3939) that author-
ized $800 million for mass transit projects from
the heretofore sacrosanct Highway Trust Fund,
beginning in fiscal year 1974. They failed, how-
ever, in their effort to amend the House ver-
sion to permit a $700-million optional diver-
sion from the trust fund for mass transit, and
the entire highway bill died in conference.

Another measure, the omnibus housing bill
(S. 3248), passed the Senate with an $800-
million authorization for operating subsidies
for deficit-ridden mass transit systems. The
House committee bill, which contained a simi-
lar provision, failed to clear the Rules Com-
mittee, thanks in part to the opposition of the
highway lobby.

Although urban mass transit received meager
new assistance in the Second Session of the
92nd Congress, there is every indication that
the battle to permit diversion of highway trust
funds will continue in the next session of Con-
gress and some forecast an upset win for the
mass transit forces.

Litigation. Highway activities provided ex-
citement in still other areas in 1972. Highway
programs continued to produce the largest
number of environmental impact suits, and
highway construction in many States was
blocked due to court injunctions requiring
completion of satisfactory impact statements.
The extent of the situation was reflected in
provisions of the unsuccessful House highway
bill which sought to exempt highway projects
in the Washington, D.C., and San Antonio

areas from the provisions of the National
Environmental Policy Act of 1969 (P.L. 91-
190).

In other actions, several States filed suits
against the Federal government to force the
President to release unallocated highway trust
funds. The States won initial court decisions
ordering Federal disbursement of the funds in
at least two cases—one filed by Missouri and
the other filed by South Carolina on behalf of
the District of Columbia—but both decisions
were on appeal as the year ended.

State Developments. Mass transit questions
dominated the transportation debate in several
urban States during the year.

In Massachusetts, Governor Francis W.
Sargent on November 30 issued a major policy
statement which endorsed full State commit-
ment to mass transit construction in the Bos-
ton metropolitan area. This move, a result of a
year-long study of Boston transit needs, came
after a long and often heated discussion cen-
tering around the problems of urban highway
construction. It was hailed by some in the Bay
State as a major step away from reliance on
the automobile.

Funds were authorized by statute in Rhode
Island and Hawaii for the study of mass trans-
it systems, while voters in Washington nar-
rowly turned down a ballot proposition that
would have provided $50 million for public
transportation. More decisively rejected by the
voters in November were a $650-million bond
proposal for highways and mass transporta-
tion in New Jersey and a $7.5-million issue for
similar purposes in Rhode Island.

In other actions, California, Maine, Ohio
and Tennessee joined 15 other States with de-
partments of transportation.

Equal Rights

Throughout 1972, the struggle to apply and
to maximize the constitutional guarantees of



equal protection and due process continued
with a variety of legislative, administrative,
judicial, political and private actions. Efforts
to enhance the equal opportunity ideal of the
American political tradition were also pur-
sued. None of this was easy, however.

At this point in time, more than simple legal
guarantees are involved (though these are still
part of the struggle). Precepts that are central
to both our system and traditions have been
subjected to a closer scrutiny than ever before.
The ensuing debate has centered around these
problems:

o conflicting interpretations, in many in-
stances, as to what equal treatment really
involves;
e the dilemma of applying judicial deci-
sions or legislative enactments to concrete
conditions;
o the quandry of coping with the connec-
tion among equal rights questions in hous-
ing, educational and employment areas;
e the perennial tension between the ideal
of “equal rights for all and special priv-
ileges for none” and the reality in all
democratic systems of social differentia-
tion and leadership groups (usually based
on income and profession, not race);

® the head-on confrontation between the

equal rights demands of different minori-

ties; and

® above all, the age-old question of recon-

ciling majority rule with minority rights

at all levels.

The record in 1972 on this fundamental in-
tergovernmental issue was complex, confusing,
tension-ridden, but not wholly unproductive.

Employment. Under the Equal Employment
Opportunity Act of 1972 (P.L. 92-261), signed
into law in mid-March, more than 10 million
public employees at the city, county and State
levels were brought within the purview of the
U.S. Equal Employment Opportunity Com-

mission (EEOC). The Act gave EEOC the
power to seek court enforcement of its anti-
discrimination decisions in both public and
private employment. Localities with more than
25 employees were immediately subject to the
law and those with more than 15 will be cov-
ered by 1973. Elected officials, their personal
staffs, and top policy-making appointees were
exempted.

Busing. The most emotional intergovern-
mental issue of 1972 centered around the bus-
ing of children to achieve better racial balance
in public schools. Latest available Federal
estimates indicated that during the 1969-70
school year, 43 percent of all public school stu-
dents had been bused, two to three percent of
them for school desegregation purposes.

In March, the Administration submitted its
proposed Equal Educational Opportunities
and Student Transportation Moratorium Acts
(H.R. 13915 and 13916) to Congress. These
measures would have permitted busing as a
limited, last-resort remedy for segregation,
would have authorized $2.5 billion in Federal
funds for compensatory educational programs
in poor schools, and would have barred all
new busing court orders until July 1, 1973, or
until Congress passed the equal opportunity
bill, whichever occurred earlier. The subse-
quent congressional hearings tended to high-
light the divisions on the issue—between the
political parties, within the parties, in Con-
gress and in the executive branch (especially in
the Justice Department), not to mention those
at the State and local levels and within the
body politic.

Ultimately, a compromise emerged between
the more stringent House bill and the less rigid
Senate version that, among other things, post-
poned the implementation of all Federal court
transfer orders until all appeals had been ex-
hausted or the time for them had run out. The
compromise also restricted the use of Federal

33



34

busing funds to local school systems seeking
them and barred Federal pressure on local
school boards to bus “‘unless constitutionally
required.” This bill, the Education Amend-
ments of 1972 (P.L. 92-318), became law on
June 23, but anti-busing forces continued to
push for the moratorium measure and/or a
constitutional amendment banning all busing
for purposes of racial balance.

A series of court cases provided the back-
drop to these developments in Congress. In
Richmond, the Federal District Court required
busing across city and county lines to desegre-
gate schools, but the ruling was subsequently
overturned by the Fourth U.S. Circuit Court
of Appeals and is now before the Supreme
Court. In Detroit, a Federal District Judge
found a pattern of deliberate segregation in the
city’s schools; he first ordered the drafting of
a plan for the city and its 53 surrounding
school districts and subsequently directed the
State of Michigan to purchase nearly 300 buses.
Both orders were appealed and the circuit
court delayed their implementation pending
further arguments.

Housing. A crisis in housing programs for
low- and moderate-income groups during 1972
had major implications in the equal rights
area. In the subsidized housing programs,
HUD officials were monitoring the results of
their 1970 and 1971 efforts to correct poor
administration. In public housing, evidence
abounded that the combination of liberalized
occupancy requirements and income ceilings
on residents had greatly expanded the propor-
tion of unstable and dependent families in the
units to at least one-half, according to some
estimates, and had made it difficult, if not im-
possible, to locate new projects in stable and/
or middle-income neighborhoods, regardless
of race. The demise of the Pruitt Igoe project
in St. Louis symbolized the frustrations of
1972 in public housing.

Meanwhile, the dilemma in housing reflected
itself in Congress.

The proposed omnibus Housing and Urban
Development Act of 1972 would have contin-
ued low-income housing programs without
substantial reforms, even though the rest of
the bill would have made sweeping changes in
other programs. This was one of a number of
factors contributing to the Rules Committee’s
failure to clear it for House action. The skele-
ton substitute measure that was enacted (P.L.
92-503) did include an increase of $150 mil-
lion in public-housing contract authority and a
removal of the statutory maximum limitation
on annual contributions contracts for public
housing. In October, spokesmen from HUD
and OMB promised the National Tenants’
Organization that as much of this new money
as necessary would go for operating subsidies
to help local housing authorities meet operating
deficits.

Following the lead of the “Dayton Plan,”
the Metropolitan Washington Council of Gov-
ernments adopted the Nation’s second area-
wide “fair share housing” formula on January
10, 1972. This formula was designed specifi-
cally to distribute federally assisted housing
units more evenly throughout the metropolitan
region.

With this formula, the Washington area’s
local governments are speaking to HUD with
one voice and seeking major influence over
HUD’s project selection decisions. The Wash-
ington area COG’s Board of Directors has
ordered that the fair-share formula be used in
evaluating all federally assisted housing under
the A-95 review and comment system.

In addition, a number of other regions were
working on fair-share formulas on housing
dispersal policies during 1972, including: San
Bernardino County, California; Metro-Coun-
cil (Twin Cities), Minnesota; Toledo Area
COG, Ohio; Puget Sound Governmental Con-



ference (Seattle), Washington; Santa Clara
County, California; Association of Bay Area
Governments (San Francisco), California;
Delaware Valley Regional Planning Commis-
sion (Philadelphia), Pennsylvania/New Jer-
sey; Mid-America Regional Council (Kansas
City), Missouri/Kansas; Southeast Wisconsin
Regional Planning Commission (Milwaukee),
Wisconsin. By year’s end, at least five coun-
cils had adopted fair-share plans.

Rights For Women. There was action at
both the Federal and State levels during 1972
to ban discrimination against women.

Forty-nine years after it was first introduced,
an amendment to the Constitution to guaran-
tee equal rights regardless of sex was approved
by Congress. The proposed amendment, which
had passed the House late in 1971, cleared the
Senate in March by a margin of 84 to 8.

The Equal Rights Amendment must be rati-
fied by the legislatures of 38 States before it
can become the 27th Amendment to the Con-
stitution of the United States, after which time
States will have two years to bring their own
laws into line with it.

By the end of the year, the amendment had
been ratified by 22 States, but it was defeated
in one house or stalled in committees in five
legislatures and had passed one house in an-
other.

In addition, six States-—Colorado, Hawaii,
Maryland, New Mexico, Texas and Washing-
ton—passed State Equal Rights Amendments.
Three others—Illinois, Pennsylvania and Vir-
ginia—already had such enactments.

At the national level, the jurisdiction of the
U.S. Civil Rights Commission was extended
by congressional action (P.L. 92-496) to cover
discrimination based on sex.

Environmental Control

Throughout the federal system, government
responded during 1972 to the demand for im-

proved environmental quality. One result was
environmental regulations that were simul-
taneously more stringent, more complex and
more inclusive.

Government officials at all levels moved into
new areas of environmental concern and faced
up, albeit hesitatingly in some cases, to the
fiscal dimensions of environmental quality.
They made provisions for dealing with the
varied legal conflicts in environmental control
and, not surprisingly, they embarked upon a
quest for more structurally coordinated mech-
anisms to handle environmental problems.

There was both conflict and cooperation in
these matters. The States sought more Federal
money for the environment, while the Federal
government raised environmental protection
standards and thus the price tag on environ-
mental quality. States and the Federal govern-
ment sought to determine their regulatory pre-
rogatives in water pollution control. In some
instances, States directed local governments
to improve their record in pollution control
and abatement and in preservation of the en-
vironment. To this mix was added the pres-
sure, frequently through court action, of a
variety of citizen interest groups that wanted
to accelerate the pace of environmental pro-
tection.

In marked contrast to these interlevel ten-
sions, intergovernmental cooperation was often
the note of the day. Federal legislation in sev-
eral areas encouraged full State direction of
critical environmental programs. States initi-
ated a number of new or expanded grant pro-
grams to assist local governments in paying
their environmental bills. All three traditional
levels of government, in varying degree, made
citizen access simpler and more direct in en-
vironmental matters.

Tighter Regulations. In several Federal,
State and local actions in 1972, environmental
regulations were toughened and expanded.
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The most far-reaching piece of Federal water
pollution control legislation since 1965, the
Water Pollution Control Amendments of 1972,
required that municipal and industrial waste
water treatment be raised to increasingly higher
levels in a two-phase sequence, with target
dates of 1977 and 1983 respectively. A goal of
zero discharge was set for 1985. The Environ-
mental Protection Agency (EPA) was author-
ized to issue comprehensive guidelines for the
emission of numerous categories of industrial
and municipal pollutants. While States were
to be the prime administrators of water pollu-
tion control standards under the act, EPA was
given the reserved right to revise and enforce
water quality standards where the State stand-
ards are deemed deficient.

National regulation of pesticides was
strengthened significantly in 1972. All pesticide
manufacturers were made subject to national
registration. EPA was authorized to classify
pesticides for restricted or general use as well
as to require that restricted-use pesticides be
handled only by trained personnel.

Environmental control activity also increased
at the State level. California retroactively re-
quired air pollution control devices on all
1966-1970 automobiles. Maine set air quality
standards. Four States enacted phosphate
detergent bans and two began programs of
statewide monitoring of industrial emissions.
Wisconsin passed legislation authorizing a
State environmental impact statement pro-
cedure patterned after the Federal model.

Local governments also grappled with the
environmental control problem. Dade County,
Florida, and Erie County, New York, banned
the use of phosphate detergents. New York

City required that all taxicabs in the city use

low-lead gasoline.

Conflict and Court Action. With all three
traditional levels of government administering

old or enacting new regulatory measures, con-
flict was bound to occur. The controversial
nature of environmental control made it the
subject of considerable litigation during 1972,

In a Minnesota court case, States were
denied the right to set thermal pollution stand-
ards higher than Federal ones, in effect pre-
empting the States’ right to exercise such con-
trols.

Courts in California upheld that State’s re-
quirement of an environmental impact state-
ment, ordered that it be used to scrutinize both
public and private development, and ruled
that an impact statement was required before
a local government could receive State aid for
waste treatment. These actions had the prac-
tical effect of increasing environmental con-
trols at the local level in California.

With conflict came confusion as well. The
requirement that discharge permits issued by
the Corps of Engineers under the Refuse Act
of 1899 had to be accompanied by an environ-
mental impact statement resulted in a backlog
of 20,000 applications. A court decision in
Wisconsin curtailed application of a State law
providing for public access to navigable
streams because it resulted in the taking of
private property. A California court decision
invalidated a local ordinance prohibiting jet
arrivals and departures between 11 p.m. and
7 a.m.

Indeed, the complexity and controversial
nature of environmental regulations were two
factors among many explaining the failure to
enact Federal laws on power-plant siting and
strip-mining control.

Nevertheless, there were increasing pressures
for tighter controls. An air pollution control
suit brought by the Sierra Club prevented EPA
from accepting air quality plans that, while
meeting Federal standards, would have re-
sulted in deterioration of air quality. EPA
came under pressure to use the environmental



impact statement when it promulgated its pol-
lution control standards, and the General Ac-
counting Office recommended that the timing
of environmental impact statements be speeded
up and that Federal agencies supplement their
environmental impact procedures to see that
environmental protection was fully carried out
in Federal projects.

The States continued to expand citizen rights
to contest actions that might be harmful to the
environment. In Massachusetts, a class-action
bill was signed that permits any ten citizens to
bring action against any industry or munici-
pality that impairs the environment. Two
States — Massachusetts and North Carolina—
added environmental bills of rights to their
State constitutions. These provisions gave
environmental protection an enhanced legal
status and increased the likelihood of legal
action in the field.

Moreover, it is expected that an environ-
mental class action bill will be introduced in
the 93rd Congress.

The increasing number of environmental
legal actions has raised questions as to whether
our judicial system should be reorganized to
better handle these matters. Accordingly, the
Water Pollution Control Act Amendments of
1972, contain a provision for the study of the
feasibility of a national environmental court.

New Financing. Paying for environmental
controls was a subject of deep controversy in
1972. In August, the Council on Environmental
Quality in its third annual report estimated that
the direct public cost of pollution controls could
amount to as much as $140 billion in this
decade, and that incremental costs could be as
high as $90 billion. Meanwhile, all three levels
of government began to appropriate additional
monies for environmental clean-up.

The omnibus Federal water pollution control
bill contained an authorization of $18 billion
for sewage treatment plant construction

through fiscal 1975, as well as an authorization
of $2.75 billion for Federal reimbursement to
States and localities for sewage treatment
plants constructed before its enactment.

The enormity of this commitment prompted
a Presidential veto of the bill. Congress subse-
quently passed the bill over the President’s
veto, but the Administration indicated that it
would release only $5 billion of the $11 billion
in construction grants authorized through
fiscal 1974, contending that the size of invest-
ment would unduly affect economic stabili-
zation. Congressional reaction was predictable.
Several key Democrats accused the President
of “. . . half-hearted commitment to clean
water.”” Meanwhile, several States have in-
dicated that they will file suit to force release of
the authorized water pollution allotments.

Despite the furor over reiease of funds, there
were notable achievements in pollution control
financing during the year. The controversial
1972 water pollution control legislation pro-
vided for the creation of an Environmental
Financing Authority which was authorized to
buy State and local water pollution control
obligations through fiscal 1975. This enact-
ment  brought to fruition the ACIR’s 1970
recommendation that such a body be created
on a trial basis to provide alternative capital
financing for State and local environmental
projects.

At the State level, financial commitment to
pollution control also increased, with several
States passing major bond issues for environ-
mental control programs.

Largest of these was a $1.15-billion proposal
approved by New York voters for a variety of
environmental purposes, including $650 million
for sewage treatment plants, $175 million for
recycling of solid wastes and organization of
forest preserves, and $150 million to improve
air quality. In California, a $200-million bond
issue for pollution control was accepted. Voters
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in Rhode Island approved bond issues of $1.1
million for parks, recreation and conservation
and $2 million for sewage facilities. Also passed
were a $265-million proposal in Washington
and a $240-million bond issue in Florida, both
for environmental purposes.

New methods of financing environmental
controls also were being instituted.

Under the Water Pollution Control Act
Amendments of 1972, federally aided con-
struction of treatment works is eventually to be
financed through charges that (1) apportion
treatment costs among the recipients of pol-
lution control services and (2) require industrial
users to pay their fair share of construction
costs. These provisions could substantially shift
the burden of financing pollution control.

In related actions, Massachusetts provided
tax abatements on air pollution control devices,
Maine authorized tax exemptions for pollution
control facilities generally, and several com-
munities began to experiment with differen-
tiated sewage charges for the treatment of in-
dustrial wastes.

By all accounts, increased money will con-
tinue to be expended for environmental control
and there will be increasing intergovernmental
activity to ease and redirect the burden of
environmental fiscal requirements.

New Areas of Concern. As the Seventies
progress, intergovernmental attention has
turned to hitherto unprotected portions of the
environment.

For example, the 1972 Coastal Zone Man-
agement Act provided new Federal aid for
States adopting coastal zone management
programs which would strengthen land and
water controls in these environmentally vulner-
able areas. Other new environmental legislation
included the Marine Protection, Research and
Sanctuaries Act of 1972 (P.L. 92-532), which
regulates dumping of wastes in coastal waters

and which authorizes the Federal government
to establish marine preservation areas.

States also turned their attention to the pro-
tection of areas considered critical for environ-
mental purposes. Florida passed an omnibus
environmental control bill permitting the State
Division of Planning to designate areas of
critical environmental concern and henceforth
to require local governments to adopt land
development procedures protecting the area. If
local regulations are deficient, direct State
regulations can be adopted. Another provision
of the bill authorizes the State to review devel-
opment decisions that have a definable “re-
gional impact.”” At least one other State,
Virginia, has drafted legislation somewhat
similar to Florida’s. Four States adopted com-
prehensive power plant siting laws and New
York passed a scenic rivers bill.

At the local level, several communities
enacted comprehensive environmental control
ordinances. Alexandria, Virginia adopted full-
scale erosion controls and Urbana, Illinois,
enacted a comprehensive noise control ordi-
nance. Court actions in New York and Wis-
consin upheld local zoning actions that sought
to control growth and protect already over-
burdened local environmental control systems.

Structural Reorganization. Finally, environ-
mental control activity exerted a continuing
impact on the structure of American inter-
governmental relations in 1972. The Federal
water pollution control and coastal zone enact-
ments, already noted, carry potentially far-
reaching changes for the governance of our
metropolitan areas. States continued to reor-
ganize their environmental machinery, as
witnessed by the creation of environmental
protection agencies in at least six States. This
brought the total with such agencies to 23.
Moreover, all levels of government continued to
provide mechanisms for greater citizen input to
environmental matters.



Balanced Growth Policies

In 1972, President Nixon submitted the first
Report on Urban Growth, pursuant to Title
VII of the Housing and Urban Development
Act of 1970 (P.L. 91-609).

The report was greeted with mixed reviews.
Most observers agreed with its attempt to
broaden the national wurban growth policy
thrust of Title VII to include rural areas and to
stress the need for an intergovernmental growth
strategy. Many found its analysis of population
growth and distribution trends and associated
problems to be provocative and its chronicling
of State and local actions to influence growth to
be illuminating. Others, however, were dis-
appointed that the report made no attempt to
chart a comprehensive national growth policy
for the country or even to concede the need for
- such a policy. Some considered the report’s
assertion that *“. . .no single policy, nor even a
single coordinated set of policies, can remedy
or even significantly ameliorate all of our ills”
a reversal of the congressional intent under-
lying Title VII, if not a partial abdication of
the Federal executive branch’s responsibility
for coordinating programs having a significant
and sometimes conflicting impact on urban and
rural growth.

Far from settling the matter, then, the
Report on National Growth-1972 reopened
some of the fundamental philosophic, political
and practical issues involved in the national
growth policy debate. The 1970 legislation
which called for the report was the result of
years of debate over the need for a process at
the national level to identify and to begin to
grapple with the dynamics of achieving orderly
growth and development and to hammer out
the components of a coordinated national
policy.

Legislative Developments. In June, the Sub-
committee on Housing of the House Committee

on Banking and Currency held hearings on the
need for a national growth policy in general
and on the President’s report in particular.
Witnesses representing various public interest
groups, professional societies and research
organizations presented testimony on the
components of and ways of carrying out such a
policy. ‘

Other legislative developments during 1972
relating to rural development and land use had
growth policy implications.

The Rural Development Act of 1972 con-
tained provisions calling for an inventory of
national conservation needs every five years.
According to its congressional sponsors, the
inventory will facilitate planning for balanced
national growth as well as for national land
and water use and comprehensive rural devel-
opment. A major objective of this law, in the
view of the Secretary of Agriculture, was to
reduce outmigration from rural areas and to
encourage more balanced national growth.
Under the act, the Secretary is required to es-
tablish national goals for employment, income,
population, housing, and community facilities
and services in rural areas, and to report
annually to Congress on progress in achieving
them.

On the negative side, the proposed Public
Land Policy Act (S. 2450) was passed by the
Senate but, after being reported out by the
House Interior Committee, died in the Rules
Committee. This legislation would have created
a national policy covering both public and pri-
vate land-use planning, and would have pro-
vided grants to assist the States in developing
and implementing land-use planning programs.

Reports and Recommendations. Although
the type of growth policy envisioned by Title
VII was still lacking by the end of the year, the
need for a national policy framework incor-
porating social, economic and other consider-
ations to guide specific decisions at the Federal
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level which affect the patterns of growth and
development in urban and rural areas was
underscored repeatedly by Federal, State and
local government agencies, public interest
groups, “think tanks” and citizens’ organiza-
tions. This interest was demonstrated in various
studies of the growth policy area and in recom-
mendations calling for the establishment and
identification of, or more research on, the
components of such a policy.

In July, for example, the Commission on
Population Growth and the American Future
submitted its final report recommending,
among other things, that ‘.. .to anticipate
and guide future urban growth ... comprehen-
sive land-use and public-facility planning (be
undertaken) on an over-all metropolitan and
regional scale,” and that *...the Federal
government develop a set of national popula-
tion distribution guidelines to serve as a frame-
work for regional, State and local plans and
development.”

Meanwhile, the Land Use Subcommittee of
the Advisory Committee to the Department of
Housing and Urban Development issued a
report on Urban Growth and Land Develop-
ment: The Land Conversion Process. The
report, prepared under the auspices of the
National Academy of Sciences and the
National Academy of Engineering, probed
various assumptions of the Sixties and par-
tially or wholly modified some of them. It
identified data gaps and urged a number of
research and demonstration projects for imme-
diate Federal funding.

The subcommittee members agreed on three
basic assumptions regarding future urban
growth and related land development prob-
lems: (1) considerations relating to a national
urban growth and land development policy
should anticipate a smaller population projec-
tion than that forecast in the mid-Sixties, (2)
such considerations should focus chiefly on

population growth and distribution within
metropolitan areas and (3) they should zero in
on the differential growth patterns now occur-
ring between core cities and their suburbs.

The entire thrust of this report was that a
better analytical base and much more em-
pirical evidence are needed for the develop-
ment of more effective urban strategies.

State and Local Approaches. The absence of
a national growth policy did not deter the
States from acting. A study of recent Federal
and State efforts in this area prepared by the
Congressional Research Service of the Library
of Congress was published during the year by
the Urban Land Institute. The report con-
cluded that significant steps had been taken at
all levels of government since 1970 to begin
development of a coherent national growth
policy and that the prospects for continued
intergovernmental progress in this direction
were good.

During 1972, a few States adopted zero pop-
ulation growth policies, while others took
specific steps to deal with current problems of
growth and to ensure orderly future develop-
ment.

e In Florida, a new State comprehensive
planning act reorganized State-level plan-
ning agencies, called for the preparation of
a State comprehensive plan to provide
long-range guidance for orderly social,
economic and physical growth; and pro-
vided for a land-use plan to be formulated
within the framework of the comprehen-
sive plan to guide development and protect
the State’s natural resources.

e Hawaii adopted a State quality-growth

policy, and an anti-crowding bill to limit

the number of people and automobiles
entering the State.

® Colorado enacted legislation to promote

economic development in non-urban areas.

® Alaska formed a State land-use commis-



sion. Michigan created on an interim basis
an Office of Land Use. Massachusetts,
New Mexico and Virginia initiated studies
of State land-use policies, programs and
possible legislation.
® Maine assigned a Water and Air En-
vironmental Improvement Commission
responsibility for exercising statewide
control over industrial development and
location and ensuring protection of the
environment from the adverse effects of
industrial operations. The legislature also
gave the Maine Land Use Regulation
Commission authority to regulate the
development of, and protect the environ-
ment in, unorganized and de-organized
townships and mainland and island
plantations (about 42 percent of the State’s
land).

At the local level, the growing concern with
environmental quality, overcrowded schools
and busing, and rising public service costs due
to unplanned growth caused some county
boards of supervisors and city councils to take
action restricting growth within their boun-
daries. Curbing the number of sewer taps and
placing moratoriums on both zoning changes
and the issuance of building permits were
particularly effective ways of achieving this
objective. Another approach, prohibiting the
use of land for residential development without
a special permit, was upheld by the New York
State Supreme Court in the Ramapo case.

Questions. Despite these actions at the
Federal, State, regional and local levels,
questions of desirability, feasibility and instru-
mentalities remained on the agenda of unre-
solved problems for supporters of a national
growth policy. Some of the specific questions
raised by these problems were presented by
ACIR in its statement on the President’s report
for the House Subcommittee on Housing.

e[s it feasible, within the executive

branch to achieve a better coordination of
direct Federal and grant-assisted efforts
affecting the geographic location of people
and economic activities?

o Is Congress capable of developing a
genuine oversight role with regard to the
various ongoing efforts of the Federal gov-
ernment that condition urban develop-
ment?

® Can a resources allocation strategy be
devised that actually differentiates be-
tween areas and communities that are
likely to grow and those that are not?
®Can a broad underlying geographic
strategy be developed jointly by Federal
and State governments and followed in
their implementation efforts?

® Do the hundreds of multicounty organi-
zations established over the past seven
years in both rural and urban America,
pursuant to Federal and State initiatives,
constitute a desirable kind of program and
management response to urban growth by
policymakers at these higher levels?

® Does the Federal government, as one of
the prime movers in metropolitan areas,
have any responsibility for attempting to
consolidate the areawide planning require-
ments and the areawide districts and
bodies that have been spawned as a con-
sequence of Federal grant legislation and
administrative regulations?

® Can the general governments of the
federal system and their politically ac-
countable decisionmakers actually achieve
control over, and coordination of, the
fractionated efforts of program specialists
and technicians and their interest group
and citizen allies, given the latter’s drive
for special and single agencies, special
districts and single-purpose planning
bodies at the substate and multistate
levels?
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in retrospect

There were more pluses for federalism in
1972 than there were for the previous year,
perhaps for many a year. But the primary
action was on the fiscal side, with program and
structural improvements lagging far behind.

With fiscal progress came the recognition
that now, more than ever before, the elements
of the federal fiscal system are interdependent
—if not confusingly inseparable.

Revenue sharing, the authorization for Fed-
eral collection of State income taxes, inclusion
of the State-local sector in the Economic
Stabilization Act—not to mention the Federal
deficits and the aggregate State-local surpluses
—all tended to undermine the old idea that
each governmental unit could or should set its
own fiscal house in order regardless of the
effect on other governments.

Actions and attitude shifts during 1972
indicated that the intergovernmental fiscal
system had become, or was rapidly becoming,
fully ‘“marbleized”” —that the old Federal-
State-local fiscal ‘“‘layer cake” is truly a thing
of the past. One example was the national
attention focused on property tax relief and
reform and on school finance, a striking de-
parture from the traditional posture of treating
these as exclusively State-local concerns.

But these developments raised questions
that policymakers at all levels will have to
grapple with in the years ahead.

o [s there not a need to achieve better

coordination of the tax efforts of-the three

traditional levels of government, given
overlapping interests, if not interference?
® Are existing mechanisms for resolution

of conflicts adequate to cope with the
tensions that probably will arise?
o If coordination proves to be a desirable
goal and conflict a by-product of this in-
terdependent tax system, should some of-
ficial group be designated to take the
lead in developing a national fiscal policy
that would help provide answers to these
and related questions?

® Could such a role, if assumed, be dis-

charged in a way that would enhance the

decision-making discretion of State and
local governments?

® And how will a more coordinated fiscal

system affect the structure of governments

at each level?

These basic political questions looming on
the horizon of the middle and late Seventies
will not be easy to answer. But they must be
dealt with—along with the unfinished business
on the agenda of federalism—if the system as
a whole is to be responsive to the needs of our
society. The system, after all, has no other
purpose than promoting the commonweal.

The master architect of American federal-
ism, James Madison, put it more aptly and
much more bluntly over nine score years ago:!

... It is too early for politicians to presume on
our forgetting that the public good, the real
welfare of the great body of the people, is the
supreme object to be pursued; and that no form
of government whatever has any value than as
it may be fitted for the attainment of this
object. . ..

1 James Madison, Federalist Paper No. 45.
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ACTION
ON
COMMISSION
RECOMMENDATIONS

chapter

Over its 13-year history, the Advisory Com-
mission on Intergovernmental Relations has
adopted 40 policy reports that make about 350
recommendations for improving the relation-
ships among Federal, State and local govern-
ments.

The Commission has recognized that it can-
not expect to achieve the objectives of any sin-
gle report within months of its adoption. There-
fore, as a permanent body created by the Con-
gress, the ACIR devotes a significant amount
of time and staff resources year after year to
encouraging action on the recommendations it
makes to the legislative and executive branches
of government at the Federal, State and local
levels.

As part of this process, the staff—working
within the framework of ACIR policy positions
and recommendations—develops draft bills
for legislative consideration and draft admin-
istrative directives for executive use. Legislation
to implement ACIR recommendations to Con-
gress is usually introduced by United States
Senators and Representatives who are mem-
bers of the Commission. Throughout each ses-
sion of Congress, members of the Commission
and staff work closely with the appropriate
congressional committees and their staffs on
matters of vital interest to ACIR.

Draft bills to assist in implementation of
State proposals are published by the Commis-
sion in “‘action packets’ on high priority sub-
jects as well as in annual volumes. In addition,
the Council of State Governments includes
most ACIR bills in its annual volume of Sug-
gested State Legislation. State and local re-
quests for assistance are honored as staff avail-
ability permits.

A review of progress on ACIR recommenda-
tions does not cover the gamut of Federal-
State-local relations, but only the specific sub-
ject areas dealt with in the 40 policy reports is-
sued on the basis of studies the Commission



has conducted since it was created in 1959.

Further, many factors go into the imple-
mentation of a Commission recommendation.
ACIR highlights the 1972 accomplishments in
this chapter to give a general picture of prog-
ress toward its goals, not to take credit for in-
dividual actions.

Many of the major developments in federal-
ism that were discussed in detail in the earlier
chapters of this report relate closely to this
Commission’s recommended action Agenda
for the Seventies. Thus, they are listed again
briefly in this chapter for reference, along with
other actions on ACIR recommendations.

THE FISCAL FRAMEWORK

A strong Federal-State-local partnership
depends on the individual fiscal strength of
each partner. Over the years, ACIR has
evolved a five-point program to redistribute fi-
nancial resources and reassign fiscal responsi-
bilities among the levels of government.

As the first point, the Commission calls for a
three-part mix of Federal aid to States and lo-
calities: ‘“‘no-strings” revenue sharing for
greater State-local discretion; block grants for
State flexibility in meeting broad national
needs; and a reformed categorical aid system to
focus on national priorities.

Secondly, the Federal government should
assume full financial responsibility for public
welfare programs, including general assistance
and Medicaid, that already are largely dom-
inated by Federal policy.

Third, State government should assume an
increasing share of the costs of elementary and
secondary schooling, thus fostering equality of
educational opportunity and releasing the
property tax for other uses.

Fourth, States should adopt high-quality,
high-yield State-local tax systems that place
greater reliance on income and sales taxes.
They should overhaul the local property tax to

make it more equitable and productive and to
provide relief for the poor and the elderly.

Fifth, to encourage fuller use of State income
taxes, the Federal government should grant
taxpayers a partial credit against their Federal
tax liability for income taxes paid to States and
local governments. Also, States should be able
to enter into agreements for Federal collection
of State income taxes.

New Federal Mix

ACIR called for a new Federal aid mix of
revenue sharing, block grants and categorical
reform in its 1967 report, Fiscal Balance in the
American Federal System. One major goal—
revenue sharing —was accomplished in 1972.

Revenue Sharing. The outstanding fiscal
achievement of the year was the adoption of
P.L. 92-512, the State and Local Fiscal Assist-
ance Act of 1972, which establishes revenue
sharing. (See p. 5.)

Grant Consolidation. The major grant con-
solidation legislation before the 92nd Congress
was the Housing and Urban Development Act
of 1972 (H.R. 16704, S. 3248), which would
have replaced the individual loan programs for
urban renewal, open space, and rehabilitation
and the neighborhood facilities program with
a block grant. A massive effort that took two
years of hearings and study to develop, it was
passed overwhelmingly by the Senate, but died
in the House Rules Committee. (See p. 11.)

Categorical Reform. Remolding categorical
aid into an efficient system of grants aimed at
specific national priorities will require both
sweeping reforms and meticulous, technical
changes.

The proposed Intergovernmental Coopera-
tion Act of 1972 (S. 3140) would have made
technical improvements with far-reaching im-
plications. Designed to build upon the Intergov-
ernmental Cooperation Act of 1968, the bill
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passed the Senate in September but the House
took no action on it. (See p. 14.)

However, a number of administrative meas-
ures were taken during the year to help untan-
gle some of the red tape. (See p. 14.)

Welfare Reform

The second major point in the ACIR pro-
gram is Federal assumption of the cost of wel-
fare programs suggested in the 1969 report,
State Aid to Local Government. In the Social
Security Amendments of 1972 (P.L. 92-603),
Congress took the first step by nationalizing
cash aid to the aged, blind and disabled as of
January 1, 1974. The measure sets up a na-
tional minimum payment, which States may
supplement. The Social Security Administra-
tion will administer the national program. (See
p-9.)

ACIR’s 1969 report called for the Federal
government to pay the full cost of all welfare
programs but for the States and localities to
retain administrative responsibility for them.

School Financing

In the report of its 1972 study of school fi-
nancing and property tax relief, the Commis-
sion unequivocably asserts that these two func-
tions are the responsibility of the States and
localities. (For details and background of the
ACIR study, see p. 58.) The Commission first
enunciated point three of its fiscal program—
gradual State takeover of most school costs —
in its 1969 report on State Aid, as a corollary
to Federal welfare takeover.

Despite the nationwide atttention generated
by court decisions challenging school-funding
systems based on the local property tax and by
general taxpayer unrest, there was far more
talk and waiting than action during 1972 on
the problem of how to pay for public element-
ary and secondary education.

Many State and local officials appeared to
be awaiting a decision from the U.S. Supreme
Court, expected early in 1973, on one of the
cases before taking decisive action. Some
States set up study commissions on the subject.
Voters in four States defeated proposals to pro-
hibit or limit the use of the local property tax
for school support.

In New York and New Jersey, blue-ribbon
panels proposed broad schemes for full State
assumption of education costs, but they yielded
no immediate action. The $1.5-billion proposal
of the New Jersey Tax Policy Committee was
sent to the legislature, but failed to receive ap-
proval. In New York, the recommendations
of the Fleischmann Commission got wide-
spread press attention, but little serious debate.

The problem of the property tax and public
schools is discussed in greater detail in Chap-
ter 1, beginning on p. 10.)

The State-Local Tax System

Throughout its history, ACIR has stressed
the need for a high-quality, high-yield State-
local tax system to strengthen the State-local
end of the Federal partnership. To achieve
this, States should rely heavily on a personal
income tax and broad-based sales tax. Local
governments will continue to rely on property
taxes, but the States must reform those taxes to
make them more equitable and to provide re-
lief from property tax overburden.

During 1972, no State adopted a new in-
come tax or sales tax. However, the voters of
Ohio elected to keep their new personal income
tax and the people of Massachusetts and Mich-
igan rejected proposals to replace their flat-
rate income taxes with graduated income taxes.
(See p. 20.)

Minimal property tax reform has been ac-
complished by the States in the 10 years since
the Commission published The Role of the
States in Strengthening the Property Tax, con-



taining 29 recommendations. (See p. 61 for
1972 ACIR action on property tax reform.)

The voters of Montana took a significant
step in June 1972 when they approved a new
constitution that includes provisions for state-
wide property tax assessment, appraisal and
equalization, effective July [, 1973. The Ala-
bama electorate in May approved a classifica-
tion system for assessing property in three
categories and set 1.5 percent of fair market
value as the ceiling for ad valorem rates.

Shielding the poor from too large a property
tax burden is high on the Commission’s list of
priorities. In its 1967 report on Fiscal Balance,
the ACIR suggested a State law to aid low-
income persons whose property tax exceeds a
certain percentage of their income. The de-
vice was labeled a “circuit breaker” because it
would function like an electrical circuit breaker
in “overload” situations.

[llinois, New Mexico, Ohio and West Vir-
ginia adopted circuit-breaker laws in 1972,
bringing the total to 15 States with such plans.
The California legislature enacted a massive
tax reform measure that includes property tax
relief for homeowners and renters. (See p. 11.)

Encouraging State Income Taxes

Point five in the ACIR program would fur-
ther encourage States to adopt personal income
taxes by providing a Federal income tax credit
against a portion of State income tax payments
and by easing administration of the tax through
“piggy-backing” — Federal collection of State
income taxes.

For several years, the tax credit idea was
proposed as a supplement and complement to
revenue sharing and was included in some rev-
enue sharing bills. However, the 1972 revenue
sharing act was adopted without such a provi-
sion, although State income taxes are taken
into account in the formula for allocating the

State portion of the funds. The legislation does
provide for Federal collection of State income
taxes under certain conditions. (See p. 7.)

GOVERNMENTAL FORMS

The new fiscal framework places a premium
on efficient government administration at all
levels.

ACIR recognizes this link between a bal-
anced fiscal system and modern executive and
legislative organization. The Commission’s

.action agenda, therefore, emphasizes the

streamlining of all levels of government to im-
prove delivery of services and to make govern-
ment more responsive to the people.

At the Federal level, this means rationalizing
the administration of the grant-in-aid system
which will involve some executive realignments.
(For 1972 developments, seep. 11 and p. 14.)

At the State level, it means strengthening
the authority of the governor and central ad-
ministration, modernizing the legislature, and
equipping both executive and legislative
branches with the stability, staff and facilities,
planning and management tools needed to run
so complex an organization.

And at the local level, it means strengthen-
ing general units of local government, discour-
aging special districts and eliminating metro-
politan fragmentation.

A new development in the past few years
has been the proliferation of multistate and
substate regional bodies, raising questions
about their role in the Federal structure and
their relationship to the three traditional levels
of government. ACIR studied the major multi-
state commissions and recommended that those
already established be retained, but suggested
that future action along this line await further
study and experience. The Commission is now
investigating substate regionalism and will
adopt a policy report in 1973. (See p. 64.)
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Strengthening The States

Most States entered the second half of the
Twentieth Century with the administrative
and legislative equipment to deal with Nine-
teenth Century problems. This Commission
has adopted numerous recommendations for
modernizing the institutional framework of
State government to permit the States to ex-
ercise a more positive role in the rapidly ex-
panding sphere of domestic governmental af-
fairs. During the past decade, the States have
attempted a prodigious amount of catching up
—and there have been some remarkable suc-
cess stories —but many still have a long way to

go.

The Executive Branch. To equip themselves
administratively to deliver modern services,
the States need a strong central executive. In
its 1967 report on Fiscal Balance, the ACIR
urged the States to develop a strong planning
and budgeting capability in the executive
branch, to allow governors to succeed them-
selves, to shorten the ballot and to provide the
governor with reorganization power subject to
legislative veto.

In 1972, the Tennessee electorate adopted a
constitutional amendment to permit the gov-
ernor to succeed himself and Indiana voters
ratified an amendment to allow a governor to
serve eight years in any l2-year period. Only
seven States now limit their governors to one
term.

Allied to the number of terms is the length of
the governor’s term, although ACIR has no
specific recommendation on it. Constitutional
amendments were approved during the year
in lowa, Kansas, South Dakota and Texas to
provide four-year terms for governor and lieu-
tenant governor, leaving only four States—all
in New England —that will still elect their gov-
ernors for two years at a time.

In recent years, a number of States have

taken steps to strengthen their administrative
and management capability by reducing the
number of executive agencies and pulling them
together into cabinet-style administrations.
Major changes of this type took place during
1972 in at least five States.
® South Dakota voters approved extensive
revisions in their constitution, including an
amendment that will reduce the State ex-
ecutive branch from about 165 agencies,
boards and departments to no more than
25 major departments.
® New legislation adopted in Georgia also
limits the executive branch there to 25
departments, which are specifically named
in the law, and all State boards, com-
missions, committees, agencies, bureaus
and instrumentalities are to be lodged
under one of them.
® [n Idaho, an estimated 250 or more
State departments, agencies and boards
will have to be consolidated into no more
than 20 major departments under a con-
stitutional amendment ratified in Novem-
ber.
® An executive reorganization act adopted
in Virginia, implementing a recommenda-
tion of the 1970 Governor’s Management
Study, authorized the governor to appoint
six secretaries—of finance, education, hu-
man affairs, commerce and resources,
transportation and public safety and ad-
ministration. Some of the State’s boards
and commissions will be consolidated
under these six department heads to re-
duce the number of officials reporting di-
rectly to the governor.
® Late in the year, the Governor of Ken-
tucky announced a major reorganization
plan to create a new department of fi-
nance and administration, to consolidate
finance and planning functions and to
merge 60 State agencies into six program



cabinets under a new cabinet secretary.

In South Dakota, one of the constitutional
amendments ratified in November permits the
governor to reorganize the executive branch
subject to veto by either house of the legis-
lature.

A new constitution that would have limited
the number of statewide elective officers to
seven and the number of executive departments
to 15 was rejected by the electorate in South
Dakota.

Centralized administration and planning
are crucial to efficient State management.
Measures were enacted during the year to con-
solidate several administrative agencies into
central departments in Arizona and Kansas. A
new law in Georgia strengthen'ed the planning
and budgeting processes by requiring any State
department (except the board of regents) to
give the State budget officer and the legislative
budget analyst 30 days’ notice of its intention
to apply for Federal aid.

In addition, Florida made some refinements
in its 1969 reorganization plan, improving
budgeting and planning administration. And
several States set up commissions to study re-
organization.

Legislative Reform. An updated legislature
is needed in every State to complement the
modernized administrative structure. In Fiscal
Balance, the Commission recommended an-
nual legislative sessions, realistic pay for legis-
lators and year-round professional staff for leg-
islative committees.

Proposals for legislative reforms of this type
were rejected by the voters in a number of
States during 1972, although there were some
notable gains.

Annual legislative sessions were approved
by the people in Minnesota and Wyoming,
and in Montana as part of a new State con-
stitution. In California, the electorate ratified
an amendment permitting the legislature to

meet throughout a two-year session, rather
than holding separate sessions each year. The
Kentucky legislature proposed an amendment
for annual sessions which goes on the ballot in
November 1973.

Voters in four other States— Alabama, Lou-
isiana, New Hampshire and North Dakota—
turned down proposals for annual sessions.
(The North Dakota provision was part of the
rejected constitutional package.)

Pay raises for legislators met with even less
success at the polls. A proposal for higher leg-
islative salaries in North Dakota died with the
defeat of that State’s new constitution. In addi-
tion, the voters of Alabama, Arizona, Idaho,
Nebraska and Texas denied their lawmakers
higher pay. Only the electorate of Utah ap-
proved an increase—to $25 per diem and mile-
age for legislators to attend interim meetings
of the legislature.

However, the California and Ohio legis-
latures voted themselves pay raises and a joint
legislative committee authorized higher legis-
lative salaries in Wisconsin. Pennsylvania leg-
islators also voted themselves a raise, but less
than a State compensation commission had
recommended.

The Utah legislature was authorized to ap-
point staff for committee work during the in-
terim between sessions. (For additional dis-
cussion of 1972 reforms in State government,
seep. 24.)

Revitalizing Local Government

ACIR has directed most of its recommenda-
tions on revitalizing local government to the
States because the governing power of all po-
litical subdivisions is a delegation of authority
from the parent State. Once the States have
provided the localities with the authority to cor-
rect their problems, it then falls to the local
governments to take up the initiative.

Recommendations for solving the problem
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of metropolitan fragmentation —overlapping,
under-powered, “balkanized” local govern-
ments—have been a common theme in ACIR
policy reports since the early 1960s. Progress
in this crucial area is summarized annually by
the Commission in its report on State Action
on Local Problems.

The Commission’s action agenda lists four
broad priority areas for State action on local
problems:

e States should clarify the legal powers
of general units of local government, au-
thorize localities to determine their own
internal structure and to use liberalized
municipal annexation procedures.
® States should discourage nonviable units
of local governments by establishing rig-
orous standards for incorporation, by em-
powering boundary commissions to con-
solidate or dissolve nonviable units, and
by revising State aid formulas to eliminate
or reduce aid to nonviable local govern-
ments.
e States should permit counties to per-
form urban functions, foster interlocal
service agreements, provide for multi-
functional authorities in metropolitan
areas, encourage metropolitan councils of
government and metropolitan study com-
missions.

e States should stop the proliferation of

special districts.

Home Rule and New Options. At least seven
States took action during 1972 to grant home
rule to local units of government and three oth-
ers provided optional forms of county gov-
ernment.

In Pennsylvania, a new home rule law im-
plements the local government article of the
1968 constitution. Under the act, any locality
choosing home rule is granted all powers not
specifically denied it, may select from three op-
tional forms of government, and may set tax

rates although the State still determines what
shall be taxed. Any home rule locality may
also choose not to receive services performed by
the county, if it already has provided for them.

The new “City Code of lowa,” to become
effective in two years, will provide broad pow-
ers of home rule for lowa cities and towns and
will recodify much of the present municipal
law. The comprehensive act incorporates most
of the provisions of ACIR’s draft bill for **State
Authority Over Municipal and Special District
Boundary Adjustments.” It retains previous
optional forms of municipal structure and adds
a new alternative. Under its provisions, lowa
cities and towns will be required to move to
program-performance budgeting.

Home rule also was provided in the new
constitution ratified in Montana, in constitu-
tional revisions adopted in South Dakota and
Wyoming, and in legislation enacted in Geor-
gia and Kentucky.

Under the Montana provision for *“self-gov-
ernment charters,” local voters will be able to
design their own forms of government. The
new local government article in South Dakota
provides for county and city home rule. The
Kentucky legislation granted home rule to
Louisville and to counties, with counties re-
ceiving broad taxing authority.

The proposed constitution in North Dakota
—which was rejected by the voters—would
have given counties home rule.

In related actions, counties were granted op-
tional forms of government in New Jersey,
Utah and Wisconsin. They will be able to
choose from among four alternatives in New
Jersey and from among three in Utah. A con-
stitutional amendment in Wisconsin repealed
a requirement for county uniformity and di-
rected the legislature to establish alternate
forms.

Attempts at local initiative failed in Illinois
where nine counties held referenda on pro-



posals to establish county executive govern-
ment, which would have granted them home
rule powers under the 1970 State constitution.
The issue was defeated in every county.

Boundary Protection. The voters of North
Carolina took a step at the November 7 elec-
tion to limit haphazard incorporation when
they amended the constitution to prohibit in-
corporation of a new town or city closer than
one mile from a city with a population of
5,000 to 10,000; three miles from a city of
10,000 to 25,000 population; four miles from a
city of 25,000 to 50,000 population and five
miles from larger cities. The legislature can dis-
regard these limits only by a three-fifths vote.

Interlocal Cooperation. The Indiana legis-
lature adopted a general act allowing localities
to contract with each other to perform services.
Kansas broadened its statute along these lines
to include sewage and refuse disposal. Alaska,
Kentucky, Louisiana, Illinois and Wisconsin
also adopted measures to permit interlocal co-
operation in specific functional areas.

The Georgia electorate approved a constitu-
tional amendment that permits counties and
municipalities, singly and in combination, to
perform a whole range of urban services. The
new Montana constitution also permits inter-
local and intercounty cooperation.

(For details on city-county consolidation in
1972, see p. 27.)

Regionalism

The Commission’s 1971 report on Multi-
state Regionalism suggested caution in hap-
hazard establishment of multistate regional
structures.

Notwithstanding that recommendation, the
Federal government announced the creation of
four more Federal-multistate commissions
during 1972: the Upper Missouri River Re-
gional Commission, the Pacific Northwest Re-

gional Agency, the Upper Mississippi River
Basin Commission and the Missouri River
Basin Commission. There are now 17 commis-
sions of this type, to which the Federal gov-
ernment is a party along with specific States
that may choose to join. (See p. 23.)

Concern over the growth in the number of
substate regional bodies was reflected in a va-
riety of actions throughout the country. (See
p. 25.) One innovative approach was adopted
by Colorado, which authorized local govern-
ment service authorities to perform a variety of
municipal services to preclude formation of
special districts for those purposes.

MAJOR ISSUE AREAS

In addition to matters of governmental form
and fiscal framework, action during 1972 on
policy recommendations of the ACIR was con-
centrated in five major areas—criminal justice,
housing and relocation, urban growth and land
use, transportation and public labor-manage-
ment relations.

Criminal Justice

In its 1971 report, State-Local Relations in
the Criminal Justice System, the Commission
made 44 recommendations for strengthening
the justice system as a whole and for improving
its individual components: police, courts, pros-
ecution and counsel for indigent defendants,
and corrections. State action during 1972 to
further these goals were comprehensive and
far-reaching.

Police. The report contained 15 recom-
mendations for improving the police function
at State and local levels, modernizing the of-
fice of sheriff and abolishing the. offices of cor-
oner and constable.

New legislation enacted in Missouri requires
each city, town or village in St. Louis County
to provide 24-hour police service or contract
with the county for such service. In Washing-
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ton, the legislature created a criminal identifi-
cation section within the State patrol.

The Commission also called on the States
to establish minimum police standards and to
meet the full cost of training programs to
achieve them. Toward that goal, the Illinois
legislature provided new State aid for police
training and the Kentucky legislature estab-
lished a law enforcement foundation program
to aid local law enforcement efforts. In addi-
tion, New Jersey and Washington removed res-
idency requirements for policemen in an effort
to broaden the recruiting base.

The ACIR report emphasized the import-
ance of police-community relations programs.
In North Carolina, the State human relations
commission set up a program to train law en-
forcement officers to deal more positively with
the public.

As to modernizing the office of sheriff, Kan-
sas legislation required sheriffs to attend law
enforcement training schools and established
minimum qualifications for the office. The
Iowa legislature directed an interim commit-
tee to study the possibilities of sheriff-police
mutual aid.

The Wisconsin legislature abolished the of-
fice of coroner.

Courts. The Commission’s 1971 criminal
justice report made 10 recommendations for
streamlining State court systems, improving
selection of judges, and disciplining or remov-
ing them when necessary.

ACIR called on States to establish simpli-
fied, unified court systems—consisting of a
supreme court, intermediate courts of appeal,
general trial courts and special subdivisions —
funded by the State and supervised by the
State Supreme court, with a professional ad-
ministrator. It urged the abolition or reform of
the office of justice of the peace.

The Commission recommended the Missouri
“merit plan” method of selecting judges,

whereby the chief executive appoints judges
nominated by commissions of the judiciary,
bar and public; and the judges run against
their own record at the end of each term. It
urged establishment of judicial qualifications
commissions to investigate complaints against
judges and recommend disciplinary action
where warranted. ACIR also recommended
that States require judges to be licensed law-
yers, to devote full time to their judicial duties
and to retire at age 70.

During 1972, Florida, Minnesota and South
Carolina accomplished major court reform.
The Florida reorganization—which imple-
mented the Judicial Article of the 1969 consti-
tution —included many points sought by ACIR.
The measures establish a unified court with
four levels: supreme court, district court of ap-
peals, circuit court and county court. It sets up
the Missouri plan for judicial selection and
makes all judgeships full-time positions to be
filled by lawyers. The State assumes the cost
of all judicial salaries.

In South Carolina, the electorate approved a
new judicial article for the constitution which
unifies the court system under the supreme
court, establishes a circuit court and permits
the legislature to establish other courts. It also
requires that judges be licensed attorneys. The
chief justice is to appoint court administrators.

A constitutional amendment in Minnesota
created a unified court system consisting of a
supreme court, district courts and other courts
to be provided by law. The amendment spe-
cifically abolished the probate court and gave
its responsibilities to the district court. It di-
rected the legislature to establish qualifications
for judges and to provide for compulsory retire-
ment for cause.

Less comprehensive court reorganization ac-
tion was taken in a number of other States, in-
cluding Iowa, Massachusetts and Virginia.

The New York legislature adopted several



measures aimed at speeding up trial time and
expanded the power of State court admin-
istrators.

[owa, Kansas and Nebraska abolished the
office of justice of the peace.

A constitutional amendment ratified by the
people of Wyoming established a modified
“Missouri” plan for selection and election of
judges. The amendment created a judicial su-
pervisory commission for removal and com-
pulsory retirement of judges, mandated that
judges retire at age 70 and directed the legis-
lature to provide for their voluntary retirement.
The Nevada electorate had before it a pro-
posal to change the method of judicial selec-
tion from direct election to gubernatorial ap-
pointment, but rejected it.

A North Carolina constitutional amendment
called for mandatory retirement of judges and
directed the legislature to set the age.

Several States adopted means for involun-
tary retirement of judges for cause. Constitu-
tional amendments in Georgia and South Da-
kota established judicial qualifications com-
missions. The authority to retire judges was
given to the supreme court in Iowa and to the
supreme court nominating commission in Kan-
sas. A constitutional amendment in North
Carolina authorized the legislature to pre-
scribe procedures for removing judges for
cause.

Prosecution and Defense Counsel. In its
criminal justice report, ACIR recommended in-
creased State responsibility for prosecution and
urged States to strengthen the oversight author-
ity of their attorneys general. It also urged cen-
tralization of the prosecution function at the
local level, full-time prosecutors and a mini-
mum State contribution of 50 percent toward
the cost of operating local prosecuting at-
torneys’ offices.

In 1972, a South Carolina constitutional
amendment named the attorney general as

chief prosecuting officer for the State. Legisla-
tion in Kansas required candidates for district
attorney to have been members of the Kansas
bar for at least five years.

The Commission saw competent defense for
the indigent as a crucial ingredient in the Na-
tion’s adversary system. It called on all States
to establish and finance statewide systems for
defense of the indigent, making public defend-
ers or coordinated assigned counsel readily
available in every area of the State.

Four States established public defender sys-
tems in 1972. Kentucky set up a State office of
public defender and authorized creation of dis-
trict offices in circuit court districts. Louisiana
and Missouri established the office of public
defender in specific districts and Vermont set
up a statewide public defender system.

Corrections. Corrections has been the step-
child of the criminal justice system. The Com-
mission strongly urged States to give high pri-
ority to upgrading correctional institutions and
rehabilitation services because poor correc-
tional facilities lead to greater recidivism and
a spiraling cycle of crime.

ACIR suggested that States establish a sin-
gle agency to be responsible for the full range
of corrections (except the adjudicatory func-
tions of parole and pardons) and that States
assume full financial, administrative and opera-
tional responsibility for long-term correctional
institutions, parole, juvenile aftercare and adult
probation. The Commission said local govern-
ment should retain operation and a share of
the fiscal responsibility for short-term adult
institutions and jails, detention facilities, and
probation of juveniles and minor offenders, but
the States should establish minimum standards
and monitor them.

In its 1971 recommendations, the Commis-
sion urged greater use of community-based pro-
grams. It also called for improved recruitment,
compensation, training and promotion prac-
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tices to attract sufficient numbers of high-
quality personnel to the correction system—
and for the use of adequately trained volun-
teers and paraprofessionals.

To facilitate State adoption of these recom-
mendations, the ACIR staff prepared a draft
“State Department of Correction Act.”” Dur-
ing 1972, Massachusetts established a new De-
partment of Corrections, modeled closely on
the ACIR draft legislation but tailored to meet
the individual needs of the State. The Massa-
chusetts law strengthens the powers of the
commissioner of corrections. It establishes com-
munity-based correctional programs, work-re-
lease programs and training and employment
programs outside correctional facilities. The
act also sets State standards for local correc-
tional facilities and increases the State’s fi-
nancial role in the correctional system.

The Kansas legislature elevated the divi-
sion of corrections to department status and
gave it wide authority over adult inmate pro-
grams. It adopted a strong statement of policy
to emphasize rehabilitation and set up a sys-
tem of halfway houses. Tennessee legislation
also substantially revised the administration
of the department of corrections.

Legislation in Illinois adopted a unified code
of corrections which consolidates the existing
State statutes related to the criminal justice
system and established a classification system
for substantive offices. Vermont law also re-
vised and modernized the corrections code.

New legislation permits the State depart-
ment of corrections to establish community res-
idential centers in Kentucky and to set up work
release programs for county prisoners in Ten-
nessee.

The Indiana legislature adopted a new pro-
bation statute, increasing State aid and estab-
lishing standards. Kansas, Kentucky and New
Jersey upgraded and strengthened their parole
boards.

Coordination. Over-all, the Commission
called for more system and greater coordina-
tion throughout the State-local criminal justice
structure. New York legislation in 1972 created
a division of criminal justice in the executive
department to pull together three separate
State government units. The new justice divi-
sion combines the functions of the old division
for local police, the State identification and in-
telligence system and the division of criminal
Jjustice in the office of planning services.

(For additional discussion of 1972 develop-
ments in criminal justice, see p. 30.)

Housing

The provision of decent housing for all the
Nation’s families is a relatively new govern-
mental concern, but a task that involves all
levels of government. In several reports over
the years, ACIR has recommended more co-
ordination and control over building codes and
uniform treatment when government must take
a person’s property.

Building Codes. In 1966, ACIR adopted
Building Codes: A Program for Intergovern-
mental Reform, calling on States to establish
statewide building codes. During 1972, Massa-
chusetts and Virginia enacted statewide build-
ing codes, lowa adopted enabling legislation
for a statewide code, and Michigan passed a
State construction code.

Relocation. ACIR published Relocation:
Unequal Treatment of People and Businesses
Displaced by Government in 1965, citing the
wide discrepancies in relocation assistance pro-
vided by governments when taking residential
and business property. It called for uniform
Federal relocation assistance for Federal and
federally aided projects.

In 1970, Congress enacted the Uniform Re-
location Assistance and Real Property Acqui-
sitions Policies Act (P.L. 91-646), implement-



ing most of the ACIR recommendation. How-
ever, full Federal funding of relocation costs
(up to $25,000) under the law expired July 1,
1972, and Federal aid for relocation has since
been determined on a formula basis.

Before the July 1 deadline, amendments were
introduced in the 92nd Congress to continue
full Federal funding. The Senate passed its
version (S. 1819) in April 1972. The House
passed its version in August and a compromise
was worked out in early October to extend full
funding for four years. But in the rush to
adjourn the session, the final fill died just
short of adoption.

In 1972, 17 States adopted enabling legis-
lation to participate in the new Federal relo-
cation program, which required central coordi-
nation at the State level.

(See p. 34 for other 1972 developments in
housing.)

Urban Growth and Land Use

ACIR called for comprehensive, coordi-
nated national and State growth policies in its
1968 report, Urban and Rural America: Poli-
cies for Future Growth.

At the national level, the Commission said,
an urbanization policy should assure that Fed-
eral programs do not operate contrary to na-
tional goals. The ACIR recommendations in-
cluded financial incentives for industrial loca-
tion in poverty areas and rural growth centers,
migration allowances to facilitate population
movement, preference in awarding of Federal
contracts and public facilities to designated
growth areas, expansion of governmental aid
for family planning and new Federal support
for large-scale urban development and new
communities.

To complement the national urbanization
policy, ACIR recommended that States estab-
lish land development agencies to acquire,
hold, site-develop and sell land in accord with

urbanization policies and to preserve open
areas, and that States act to foster new com-
munity development.

Title VII of the 1970 Housing and Urban
Development Act (P.L. 91-609) directed the
President to submit biennial reports assessing
Federal and State actions on urban growth,
projecting future needs and suggesting pro-
grams to meet them. The first urban growth
report was submitted in early 1972. It high-
lighted Federal and State actions and provided
statistics on population trends and growth pat-
terns. However, it did not make suggestions for
the future.

At the State level in 1972, Florida adopted
far-reaching legislation for planning and land
use. A new State comprehensive planning act
designates the governor as the chief planning
officer for the State and elevates the bureau
of planning to division status with broad au-
thority to coordinate planning among the State
agencies and with other levels of government.
An environmental land and water management
act directs the governor and his cabinet to des-
ignate ‘“‘areas of critical State concern” and
“‘developments of regional impact™ to be con-
trolled by land-use regulations or other guide-
lines.

Louisiana, Ohio and Tennessee adopted leg-
islation to facilitate new community develop-
ment. In Illinois, the Governor’s Rural De-
velopment Commission recommended ap-
proaches to aid small communities. (Balanced
growth policies are discussed in detail in Chap-
ter 4, beginning on p. 39.)

Transportation

ACIR considered transportation primarily
in two studies: a 1961 report, Intergovernmen-
tal Responsibilities for Mass Transportation
Facilities and Services, and its 1969 report,
State Aid to Local Government.

These reports, basically, call for flexible use
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of Federal and State highway money to plan
and build balanced transportation systems that
include mass transit as well as a full range of
primary and secondary roads. In addition,
ACIR called on States to develop mass trans-
portation plans, give technical assistance to
local governments in these areas, and author-
ize local governments to develop areawide
mass transportation facilities.

At the Federal level in 1972, a concerted ef-
fort was made to increase State flexibility in
using Federal highway trust funds. One provi-
sion of the proposed Federal Aid Highway Act
of 1972 (S. 3939) would have permitted State
discretion to use $800 million from the trust
fund for urban rapid rail systems. But the
measure died in a conference committee after
the Senate and House had passed differing
versions.

The States had more luck along these lines.
The Florida legislature declared a transporta-
tion system a valid county purpose for which
counties may collect a l-cent gas tax. The
Michigan legislature increased the gasoline tax
from 7 to 9 cents a gallon and earmarked a
half cent for mass transit. An initiative ratified
in Massachusetts will permit the use of gas tax
revenue for mass transit in 1975.

The most comprehensive and innovative ac-
tion was taken in Massachusetts. Three years
ago, Governor Sargent had stopped most of
the highway building in the State pending an
intensive study of transportation needs. Late
in 1972, the Governor proposed a compre-
hensive transportation package that would
substitute modern mass transit for several pro-
posed highways, repair and build new roads
that are needed, freeze parking within the city

of Boston but build satellite parking areas and
madss transit shuttles. He presented the plan in
the context not only of balanced transporta-
tion, but of the economic and social needs for
the State as a whole. (See p. 32 for other 1972
developments in transportation. )

Public Labor-
Management Relations

ACIR recommended comprehensive State
public labor-management relations laws in a
1969 report, Labor Management Policies for
State and Local Government. The Commis-
sion preferred “meet and confer’” procedures
to “collective negotiations” and called for pro-
hibition of strikes by public employees.

A 1972 law in Oklahoma extended employee
relations provisions under the ‘Firefighters’
and Policemen’s Arbitration Law” to all mu-
nicipal employees. The Kentucky legislature
created a State Board of Labor Relations, pro-
vided for collective bargaining for firefighters
and prohibited strikes. In Wisconsin a new law
altered the powers and duties of the State em-
ployment relations and personnel board, es-
tablished fair-share agreements for State em-
ployees, set out proper subjects for collective
bargaining, and provided for arbitration, medi-
ation and fact finding.

A comprehensive collective bargaining act
for State employees in Connecticut was ve-
toed by the Governor, as was an act to permit
collective bargaining for teachers in Kentucky.
Florida permitted collective bargaining for
firemen and Virginia created a commission to
study the rights of public employees.
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During 1972, the Commission and its staff
were immersed in three complex and compre-
hensive studies. Virtually all of the ACIR’s
research resources were committed for the
entire year to the three projects, which probed
these questions:

® Should the Federal government provide
THE direct aid to States to finance intrastate
WORK equalization of education and to relieve
local property tax burdens? If so, should a
OF THE Federal value-added tax be instituted to
YEAR pay for the new aid programs?
® Are cities suffering a financial crisis? If
IN so, what should be done —at which levels
of government—to solve the current prob-
RE\/IEW lems and prevent their recurrence?

® Do the governmental structures and
mechanisms that are narrower than States
but broader than traditional localities con-
stitute a new level of government? If this
means the emergence of a new federal
pattern, what should be the role of each
component?

In December, at its fourth and final meeting
of the year, the Commission completed con-
sideration of the study of school financing,
property tax relief and the value-added tax,
and adopted five recommendations. Reports
covering various aspects of this many-faceted
research project will be published by ACIR in
at least five separate volumes during 1973.

Work on the other two major projects — fiscal
crises of cities and substate regionalism—also
is scheduled to be completed during 1973.

School Financing and
Property Tax Relief

Early in 1972, the Commission set aside a
project on local revenue sources to respond to
the President’s request that it study the appro-
priate Federal role in funding intrastate school
equalization and residential property tax relief,
and the advisability of a Federal value-added
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tax to finance these initiatives. (Work will re-
sume on the local revenue sources study early
in 1973.)

One of the reasons ACIR undertook the new
project was that the problems presented in it
strike at the heart of federalism. Should the
Federal government involve itself in two areas
—property taxation and intrastate distribution
of school funding —that traditionally have been
the sole responsibility of the States? Is the
need great enough to warrant such a major
change in the federal pattern? What would be
the long-range consequences to federalism?

Background. Neither financing education
nor the property tax was a new subject area for
ACIR. In 1963, the Commission produced a
two-volume report on The Role of the States in
Strengthening the Property Tax, making 29
recommendations for improvements in the
administration of that levy. Its 1969 report on
State Aid to Local Government urged States —
as a long-range goal —to assume substantially
full reponsibility for paying for public elemen-
tary and secondary education. Both reports
stressed the key function of the State govern-
ment. Neither called for direct Federal action.

Since those reports were published, events
have brought both school financing and prop-
erty taxation to the forefront of national
attention.

Reports of taxpayer displeasure over the
property tax burden have made headlines across
the country, with ominous warnings of a
“taxpayers’ revolt.” A nationwide public
opinion poll conducted by ACIR in March
1972 as part of its study showed the property
tax to be the least popular levy. (See p. 62.)

In a series of court cases, beginning with the
California Supreme Court’s decision in Serrano
v. Priest in the fall of 1971, school-financing
systems were held to be unconstitutional if the
wealth of a child’s parents or neighbors deter-
mines the level of funding of his school district.

At the end of 1972, the U.S. Supreme Court
had one of these cases— Rodriguez v. the San
Antonio (Texas) School District—under con-
sideration, with a decision expected sometime
in early 1973.

If the States were to take over the major
share of the cost of paying for public schools as
ACIR recommends, the primary flaw cited in
each of these cases—variations between dis-
tricts in the amount of money available per
pupil —could be eliminated.

State responsibility. During the 1960s,
Federal involvement in more and more areas
that previously had been regarded as State con-
cerns helped to swell the number of Federal
grants-in-aid from a handful to about 500. This
process raised serious questions about the future
of States and localities as partners in the fed-
eral system.

As its first step, therefore, the Commission
devised two tests for Federal involvement in
areas that traditionally have been the sole
policy preserve of State government:

®Does the problem that precipitated the

demand for Federal intervention stem

from a head-on conflict, a serious under-
cutting of a major Federal program ob-

Jective by policies of most States?

® Can the intergovernmental conflict be

resolved only by action on the part of the °

Federal government?

Against these two tests, the Commission
measured the proposal submitted to it by the
administration for a $12-billion program,
financed by a Federal value-added tax, to
underwrite State assumption of the school-
funding burden in those cases where States
eliminate the use of the local property tax to
pay for schools.

The Commission found that this proposal
passed neither test. Its first recommendation
states:
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.. .the interests of our federal system are best
served when States retain primary responsi-
bility for shaping policies dealing with general
property tax relief and intrastate equalization of
school finances—two areas that traditionally
have been within the exclusive domain of State
policymakers.

Three other proposals also were weighed
against the same two tests —proposals for less
extensive Federal categorical grants to States to
spur property tax relief and reform and equal-
ization of school financing. The ACIR rejected
all three.

The basic thrust of the Commission’s recom-
mendations is that the States—if they are to
exercise a strong role in our federal system—
must take the responsibility and the initiative
in areas of traditional State concern. It is not
necessary to send every problem to Washington
for resolution, the Commission said, and Con-
gress should resist the temptation to solve
problems that can properly be handled at the
State level. (See p. 10.)

The need to strengthen the position of the
States was clearly reflected in one finding of
ACIR’s 1972 poll on public opinion and taxes.
When asked to name the government from
which “you get the most for your money,” 39
percent of the respondents selected the Federal
government and 26 percent picked their local
government. State government was at the bot-
tom of the image list with 18 percent.

Property Tax Relief. After extensive study of
property tax burdens across the country, the
Commission found that on objective statistical
standards the property tax is not as bad as
most taxpayers think —at least, not burdensome
enough to warrant Federal intervention.

The average American family —a couple with
two children and an annual family income of
$12,000 —in 1972 paid 3.4 percent of its income
in property taxes. State and local personal in-
come taxes and general sales taxes took 3.2
percent, nearly an equal share.

Furthermore, the Commission found, State
and local sales and income taxes have grown at
a much faster rate during the last 20 years
than the property tax. In 1953, the average
family —then earning $5,000—paid 0.9 percent
of its income in State and local sales and in-
come taxes and 2.2 percent in property taxes.

The property tax does weigh heavily on a
certain segment of the population—poor fam-
ilies, particularly those on fixed incomes. ACIR
found that the property tax load carried by
poor householders is an excessive burden.

In 1970, more than six million elderly home-
owners paid an average of 8.1 percent of their
income in property taxes. And the 1.6 million
homeowners in this country with incomes of
less than $2,000 a year paid an average of 16.6
percent of their household income to the prop-
erty tax collector. In the Northeast region, low-
income homeowners paid more than 30 percent
of their meager income in property taxes.

However, property tax rates and burdens
vary so greatly from State to State and from
region to region that it would be extremely
difficult to design a single nationwide Federal
property tax relief program that would be fair
and would provide relief to the people who
really need it.

There is a range of seven to one in per-
capita property tax collections between Ala-
bama, which has the lowest per-capita yield,
and California, which has the highest. Resi-
dential property taxes vary from 0.3 percent of
personal income in Louisiana to 3.7 percent in
New Hampshire. In terms of the market value
of a home, the effective rate ranges from about
0.4 percent in Louisiana to more than three
percent in five States.

Another problem with a Federal property
tax relief program, ACIR concluded, is that
any substantial reduction in property taxes
would result in windfall gains to land specula-
tors who would benefit both from the tax re-



duction and from the increasing attractiveness
of the land because of the reduction.

Further, under the proposal which Mr.
Nixon asked ACIR to study, the residential
property tax would no longer be used to sup-
port the schools. The Commission found that
this would place severe restrictions on a very
important State and local revenue source and
would thus weaken State and local self-reliance,
rather than strengthen the federal system. Also,
nothing in the proposal would prevent local
governments from keeping property tax rates
at the same level but using the money for other
purposes, thus negating the whole idea of prop-
erty tax relief.

By the end of 1972, 15 States had adopted
circuit-breaker legislation to relieve excessive
property tax burdens on low-income families.
(See p. 47.) Just as an electrical circuit breaker
works to prevent a dangerous overload of
electricity, this type of legislation provides an
income tax credit or cash rebate to families
whose property tax reaches a ““‘dangerous” per-
centage of their income.

ACIR first called on States to shield low-
income families from property tax overburden
in its 1967 report on Fiscal Balance in the
American Federal System.

The Commission, at its December meeting,
considered a proposal for Federal incentive
grants to encourage States to adopt circuit-
breaker legislation to relieve the property tax
burden on low-income homeowners and rent-
ers, especially the elderly. A majority of the
Commission members rejected the proposal
because they felt it did not meet the two tests
for Federal involvement. They also strongly
opposed the establishment of another categori-
cal aid program and felt the States should
handle the problem themselves.

Therefore, in its second recommendation, the
Commission reaffirmed its 1967 position that:

.. .States (should shield basic family income
from undue burdens imposed by the property
tax.

Property Tax Assessment Reform. A collat-
eral issue to property tax relief is reform of
assessment practices in the States. There has
been little State action on property tax reform
since ACIR’s 1963 report which recommended
29 improvements in the administration of the
levy. (See p. 46 for 1972 developments.)

The Commission in December considered a
proposal for a Federal grant to encourage
States to reform the administration of the
property tax. This was rejected by the majority
for many of the same reasons as the proposal
for a circuit-breaker incentive grant. In addi-
tion, members cited existing Federal grants
that might be used for this purpose without
setting up a new categorical program.

In its third recommendation, the Commis-
sion reaffirmed its 1963 proposals for improve-
ments in property tax administration:

.. .(the ACIR calls) on the States to strengthen

assessment administration and thereby make

the property tax a more effective and equitable
revenue instrument for local government.

The ACIR staff will issue an information
report in the spring of 1973, updating the 1963
report and documenting what progress has
been made in assessment reform.

Intrastate School Equalization. The Com-
mission found that the overwhelming majority
of States would not confront insurmountable
fiscal burdens in equalizing education costs.
With the exception of New York, Vermont and
Wisconsin—whose citizens bear relatively
heavy tax loads—most States have the neces-
sary untapped tax potential to bring per-pupil
expenditures to the high levels needed to com-
ply with the “‘no wealth” principle ennunciated
in the court decisions.

Disparities are still great, the Commission
found. In half the States, per-pupil spending is
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at least twice as great at the 90th percentile
level as at the lowest level. To raise the mini-
mum per-pupil expenditure to the 90th per-
centile in every State would cost about $6.9
billion, only 27.4 percent of the estimated un-
tapped State-local tax capacity. And many
States could lower the cost of equalizing educa-
tion if they reorganize their school districts,
admittedly a sometimes painful political
process.

Commission members felt strongly that in-
trastate distribution of education funds should
remain a State responsibility. States have a
long history of improving financial manage-
ment of education and many are striving now
to reduce inequality.

The Commission, in its fourth recommenda-
tion, thus concluded that:

.. .the reduction of fiscal disparities among
school districts within a State is a State respon-
sibility.

In adopting the recommendation, the ACIR
emphasized that it was addressing itself only to
the question of equalizing school expenditures
among districts within a State, not to the ques-
tion of the proper Federal role in supporting
public elementary and secondary education.
The Commission also stressed three other
points: '

® Time is needed to assess the impact of

revenue sharing on the school-financing

problem;

® The judgment of the courts will not be

final until the U. S. Supreme Court ren-

ders its decision; and

® Better State systems to measure the

effectiveness of school spending are needed

before the consequences of the differences
in school-spending levels among districts
can be evaluated.

(Four Commission members— Treasury Sec-
retary Shultz, Senators Muskie and Percy and
Governor Kneip—filed separate statements in

connection with the four majority recommen-
dations against new Federal incentive grants to
help States in school-funding equalization,
property tax relief and assessment reform. They
emphasized their belief that the Federal gov-
ernment should play a role, albeit limited, in
extending property tax relief and promoting
property tax reform.)

Value-Added Tax. Because it had decided
against any new Federal aid program for
property tax relief or financing of intrastate
school equalization, the Commission concluded
in its fifth reccommendation that:

.. .there is no need to enact a Federal value-
added tax to provide revenue for property tax
relief and to ameliorate fiscal disparities among
school districts within each State, and . . . such
a tax should not be enacted for this purpose.

Early in 1973, ACIR will publish an infor-
mation report on the value-added tax and al-
ternative means of strengthening the Federal
tax system.

Public Opinion and Taxes

What the public thinks of current taxes and
possible changes in tax structure is an impor-
tant component of decision-making on tax
policy. Therefore, ACIR commissioned Opinion
Research Corporation of Princeton, N.J., to
conduct a nationwide poll of the public’s views
on this subject.

The results confirmed that the property tax
is easily the most unpopular tax among the
people, regardless of age, sex, income level,
regional background, educational attainment
or occupation.

Those surveyed were asked, “Which...is
the worse tax, that is, the least fair?” Forty-five
percent named the property tax, while 19 per-
cent chose the Federal income tax and 13 per-
cent each selected the State income tax and the
State sales tax. The other 10 percent did not
know.



However, the respondents were almost
evenly divided over whether the Federal gov-
ernment should raise additional revenues to
help reduce the local property tax. Forty-six
percent said they would approve of some form
of Federal intervention to provide property tax
relief—32 percent favoring a value-added tax
for that purpose and 14 percent preferring an
increase in the personal income tax—but 44
percent preferring an increase in the personal
percent opposed any such action. Ten percent
had no strong opinion.

As mentioned previously, the Federal gov-
ernment emerged with a higher rating in the
eyes of the people than any other level, fol-
lowed by local government. State government
was viewed least favorably of the three tra-
ditional levels.

Among the major tax sources, the Federal
income tax was seen as the “fairest’”” by 36 per-
cent, compared with the State sales tax (33 per-
cent), the State income tax (11 percent) and
the local property tax (7 percent).

If the Federal government must raise more
revenues, 40 percent of the people wanted tax
reform ‘‘reducing special tax treatment for
capital gains and cutting tax deduction al-
lowances for charitable contributions, State
and local taxes, medical expenses, etc.”
Another 34 percent favored a value-added tax
and 10 percent preferred higher individual in-
come tax rates.

On the other hand, if States must raise more
money, the people overwhelmingly favored
using the State sales tax as the source (46 per-
cent) over the State income tax (25 percent) or
State property tax (14 percent).

These conclusions were based on the findings
" of personal interviews of a representative sam-
ple of 2,195 adults throughout the country. The
survey was conducted between March 15 and
April 8. ACIR published an analysis of the
results in May as Public Opinion and Taxes.

Financial Emergencies of Cities

Late in 1970, Cleveland, Ohio—one of the
Nation’s ten largest cities—laid off 1,000
employees, a reduction in work force of 22
percent, because of the city’s acute financial
situation.

Weeks later, in January 1971, President
Nixon warned, *. .. if we do not have (welfare
reform and revenue sharing), we are going to
have States, cities and counties going bankrupt
over the next two or three years.”

These were strong actions and strong words.
It appeared that the financial plight of the
cities had reached major proportions.

This Commission had described the urban
crisis on several occasions—the outdated
capital facilities and worn-out equipment, the
demands for increased services for minorities
and the poor, the inability to increase the tax
base because of tax restrictions, the constraints
of State debt ceilings for municipalities, the
citizen tax rebellions, the competition with
other governmental units for State and local
revenue sources and a general inability to make
revenue resources stretch to fit the expenditures
mandated by the State and demanded by the
people.

For these reasons, the ACIR decided late in
1971 to take a close look at the problem of
maintaining city governments as effective
functioning financial organisms. Backed by a
grant from the Ford Foundation, the Commis-
sion launched a study of financial emergencies
of American cities.

Because “financial emergency” is a subjec-
tive term with many connotations, a broad
working definition was developed. The study
would:

e explore the causes and effects of situa-
tions where a city reaches the point at
which it can no longer provide its existing
level of services because of inability to
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meet payrolls, pay current bills, pay

amounts due other government agencies,

or pay debt service on bonds or maturing
short-term notes because it lacks either
cash or appropriations authority;

® analyze the most common fiscal expe-

dients used by cities to avoid bankruptcy;

®cstablish  guidelines for determining
when a local government is confronted
with a fiscal crisis; and

® formulate recommendations for an or-

derly program for dealing with the

problem.

The project did not deal with social needs or
priorities. It focused solely on the ability of
municipalities to pay their bills.

At its March 1973 meeting, the Commission
will give final consideration to the report,
which is the product of 1972 research that in-
cluded in-depth case studies of eight cities with
financial emergencies and a survey of the 30
largest cities in the country.

Regionalism

Substate Regionalism is the second half of a
comprehensive ACIR study of regional mech-
anisms in the American federal system.

At its December 1971 meeting, the Commis-
sion adopted the report of the first part of the
study, Multistate Regionalism, which was
printed in April 1972. The substate report—
which looks into variety of old and new re-
gional approaches, will be considered in sec-
tions. The Commission will take up the first
phase at its March 1973 meeting.

Multistate. In the multistate report, the
ACIR examined in detail 13 Federal-multistate
commissions —six ~ economic  development
bodies and seven river basin units—as well as
interstate compacts. They ranged widely in
scope, authority, age and funding. Experience
with these 13 commissions is limited. At the
time of the study, the oldest body, the Dela-

ware River Basin Commission, was barely ten
years old while the newest, the Susquehanna
River Basin Commission, had been in opera-
tion less than one year.

That was one of the major reasons why
ACIR recommended retention of the multistate
commissions as they now stand, pending
further experience and its own future studies.

The Commission also recommended that the
States continue to initiate and Congress give
consent to interstate compacts designed to meet
government program problems. It further
urged the States to develop more systematic
procedures for monitoring the activities of
compact-based bodies.

Substate. The substate study is a massive re-
search effort, funded in part by grants from the
Departments of Housing and Urban Develop-
ment and Health, Education and Welfare.

The first stage assesses the roles and opera-
tions of selected areawide bodies, including
regional planning commissions and councils of
governments, special districts, State-established
planning and development districts, and fed-
erally encouraged areawide districts.

In cooperation with the National Association
of Regional Councils and the Office of Man-
agement and Budget (OMB) the ACIR staff
surveyed regional councils to obtain a profile of
these bodies and evaluated their performance
of functions under OMB Circular A-95, which
sets up a system of intergovernmental clearing-
houses for grants-in-aid. With the aid of the
city associations, the staff also surveyed city
and county chief executive officers for their
evaluation of regional councils.

For the second phase of the substate project,
the Commission staff is focusing on more tra-
ditional mechanisms for regional governance,
such as the urban county, multipurpose inter-
local agreements, functional transfers, metro-
politan federation, and city-county consoli-
dation.



In addition, various background and case
studies are being developed to supplement and
complement the study. These include an
analysis of black elected officials’ attitudes re-
garding regional development, case studies of
restructuring of local government in Canada,
the experiences of several States in establishing
substate districting systems, in-depth analyses
of efforts in regional governance and studies of
interstate metropolitan areas.

Another aspect of the substate regionalism
study is looking at the problem functionally —
how regional mechanisms are used to deliver a
range of public services including health, edu-
cation and social services.

The final substate regionalism report will
probably be published in four separate volumes
because of the complex and comprehensive
nature of the study.

Annual Features

Each year, the Commission publishes infor-
mation reports providing encyclopedic data on
State and local finances and a roundup of new
State actions to help solve local and areawide
problems.

State-Local Finances. Continuing the pattern
of the last several years, the 1973 volume of
State-Local Finances: Significant Features and
Suggested Legislation will contain expanded
tables and new data developed in the course of
the year’s research projects.

The new information will include tables on
property tax burdens and additional material
on State circuit-breaker programs for property
tax relief for low-income families. The annual
tabular features include data on major revenue
producers, sources of State and local revenue,
sources of State government revenue growth,
State and local revenue efforts, Federal aid to
State and local governments, State aid to local
governments, major expenditure programs,

State and local government debt and major
State and local taxes. Data for the volume was
gathered and prepared in the fall, with publica-
tion scheduled for early 1973.

State Action on Local Problems. Expanding
upon the format established the year before,
the Commission’s volume of State Action on
Local Problems—1971, published in April
1972, reported on new State laws, programs
and constitutional amendments designed to
strengthen the response of States to the needs
of their local governments and citizenry. The
document described State steps to strengthen
local government, to assist localities in specific
program areas, to help solve areawide prob-
lems, to improve State and local revenue sys-
tems and to revise outmoded constitutions.

Other Information Services

For the benefit of ACIR constituents—
policymakers at all levels of government as well
as public interest groups, educators and civic
associations —the Commission staff gathers in-
formation on innovative solutions to State and
local problems that might be helpful to other
jurisdictions. The information is also vital to
the Commission’s own research activities.

During 1972, steps were taken to systematize
these information-gathering efforts. In addition
to the material obtained by various staff mem-
bers from their own sources, one member of
the professional staff was charged with pri-
mary responsibility for gathering and process-
ing consistent up-to-date information from all
States and with making it available to in-
terested officials and organizations. This effort
should help increase the comprehensiveness
and accuracy of ACIR reporting on inter-
governmental developments in the States and
localities and enhance its services.

The Commission’s periodic information serv-
ices which analyze and report on breakthroughs
in intergovernmental relations were continued
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throughout the year. Information Bulletins were
developed and distributed on such diverse
topics as the Federal revenue sharing act, State
constitutional revision and the court decisions
on school financing. In addition, the ACIR
regularly transmitted news, background ma-
terial and articles of interest through its
Information Interchange Service.

In order to improve distribution of Commis-
sion publications and other information, the
ACIR mailing lists were reorganized, expanded
and updated. The Commission brochure was
revised and redesigned to better acquaint offi-
cials at all levels and other interested persons
and organizations with the ACIR, its member-
ship, its work program, its recommended
Agenda for the Seventies and its available
publications. Commission materials and
publications were displayed and distributed at
numerous major meetings, conferences and
conventions.

Technical Assistance

Whenever possible within the limitations of
staff resources, the Commission during 1972
provided technical aid on request to the Con-
gress and the States on proposals relevant to
the ACIR’s action Agenda for the Seventies.

The Commission and its key staff members

submitted statements and testified before
House and Senate committees on legislation of
vital interest to federalism. As in previous
years, Commission members and staff profes-
sionals were in frequent demand to participate
in national, State and regional meetings of
government officials and civic leaders—and
did so whenever possible.

ACIR continued to serve as the administra-
tive intermediary between Federal agencies
and State-local representatives in the review
process prescribed by Office of Management
and Budget (OMB) Circular A-85, which pro-
vides an opportunity for State and local chief
executives to review proposed Federal rules,
regulations and procedures that will have an
impact. on their governments, and to suggest
changes in them before they become effective.
Additional staff resources were devoted to
monitoring the A-85 process and, with OMB
staff, to seeking ways to improve it.

During the year, the ACIR staff maintained
liaison with various national groups represent-
ing State and local governments and with the
Administration’s Office of Intergovernmental
Relations. The staff also provided technical in-
formation on request to the Committee on
State and Local Government Cooperation, part
of the President’s economic stabilization
framework.
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ington, D.C.

James L. Sundquist, Senior Fellow, The Brook-
ings Institution, Washington, D.C.

Mabel Walker, Consultant, Milford, New
Jersey

George H. Watson, Dean of the College of Arts
and Sciences, Roosevelt University, Chi-
cago, Illinois

Murray L. Weidenbaum, Professor of Eco-
nomics, Washington University, St. Louis,
Missouri

Paul N. Ylvisaker, Harvard University, Cam-
bridge, Massachusetts
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From its inception, the Commission has
relied primarily on congressional appropria-
tions for its financial support. Until 1966, in
fact, the Commission was not empowered to
receive funds from non-Federal sources. How-
ever, in that year, following joint hearings by
the House and Senate Subcommittees on In-
tergovernmental Relations which reviewed the
Commission’s activities and accomplishments
during its first five years of operation, Public
Law 89-733 was enacted. Among other things,
it authorized the Commission to accept con-
tributions from State and local governments
and organizations thereof, and from nonprofit
organizations including private foundations.

Accordingly, starting in fiscal year 1968, the
Commission invited State governments to
make annual token contributions to ACIR. A
year later, a limited number of large cities were
also invited to contribute. A total of 24 States
and four cities contributed $26,000 to ACIR
in fiscal year 1972.

The Commission receives about $5,000 a
year from miscellaneous nonprofit organiza-
tions. For the most part, this money represents
contributions in lieu of honoraria to ACIR
staff members who address or participate in
conferences sponsored by these organizations.

In fiscal year 1972, the Commission received
funds from other Federal agencies in connec-

tion with projects that tie in closely with on-
going Commission research. Largest of these
grants was $122,000 received from the Depart-
ment of Housing and Urban Development to
support the ACIR study of substate regional-
ism. A report of that study will be issued in
1973. The Commission received a total of
$79,000 from the Department of Health, Edu-
cation and Welfare and the Domestic Council
for the study of school finance, property tax
relief and the value-added tax. Reports from
this study will be published in 1973. The De-
partment of Health, Education and Welfare
also has provided $45,000 to ACIR for a 1973
project to develop criteria for the delivery of
services under the Allied Health Services Act.

Contract money totaling $102,000 was re-
ceived from the Ford Foundation during fiscal
1971 to support the study on financial emer-
gencies of cities. This project continued during
1972 and the report is expected to be published
in the summer of 1973,

As a matter of Commission policy, State
and local and miscellaneous contributions are
used to supplement and strengthen ACIR serv-
ices to State and local governments. Grant
funds are used for consultants and temporary
personnel to carry out the specific research
projects for which the funds are granted.



APPENDIX D

consolidated statement

FY 1972 FY 1973
Object Classification Actual Estimated

(thousands of dollars)

Personnel Compensation 641 688
Personnel Benefits (retirement, health,

insurance, FICA) 42 55
Travel and Transportation 40 47
Rent, Utilities and Communications 22 37
Printing and Reproduction © 42 93
Other Services 179 85
Supplies, Materials 17 16
Equipment 8 5

991! 10262

'Includes $159,000 from other Federal agencies, and $74,000 from non-Federal sources.
2inciudes $153,000 from other Federal agencies, and $85,000 from non-Federal sources.
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REPORTS PUBLISHED IN 1972

*Multistate Regionalism. ACIR Report
A-39. April 1972. 271 pp. $2.00. Examines the
legal base, organization and operations of the
Appalachian regional program, the five com-
missions established under Title V of the Pub-
lic Works and Economic Development Act of
1965, the five river basin commissions, and the
two Federal-interstate river basin compact
bodies. Recommends that these multistate
regional mechanisms be retained but that any
further action in this area await more experi-
ence with this type of interstate device. Also
supports the use of interstate compacts.

*State Action on Local Problems—1971.
ACIR Report M-75. April 1972. 24 pp. $.40.
Information and reference report summarizing
selected State constitutional and legislative
actions during 1972 that were directed toward
local units of government, particularly those
in urban areas.

*State-Local Finances: Significant Features
and Suggested Legislation, 1972 Edition.
ACIR Report M-74. 420 pp. $3.00. ACIR’s
annual updated volume of information on
State-local revenues and expenditures and on
State tax rates. Tables illustrate growth of the
State-local sector, historical changes in sources
of State and local general revenue, State re-
strictions on local property tax and debt pow-
ers, educational finance and public assistance,
and State aid to local government. Also con-
tains model legislation to implement ACIR
tax and fiscal policy recommendations.

Federalism in 1971: The Crisis Continues.
Thirteenth Annual Report. ACIR Report
M-73. February 1972. 50 pp.

*Profile of County Government. ACIR Re-
port M-72. December 1971. 148 pp. $1.25.
Presents an updated picture of county gov-
ernment structure and organizations; services
and functions; involvement in zoning, subdivi-

sion and land-use control; relationships with
special districts; an analysis of single-county
metropolitan areas; and an assessment of
progress made in county reform. Includes nine
draft State laws to modernize county govern-
ment.

The New Grass Roots Government? Decen-
tralization and Citizen Participation in Urban
Areas. ACIR Report M-71. January 1972.
21 pp. (out of print.)

PREVIOUS PUBLICATIONS
(Currently Available)

Policy Reports

*State-Local Relations in the Criminal
Justice System. ACIR Report A-38. August
1971. 308 pp. $2.25.

*Federal Approaches to Aid State and Local
Capital Financing. ACIR Report A-37. Sep-
tember 1970. 71 pp. $.75.

*Making the Safe Streets Act Work: An
Intergovernmental Challenge. ACIR Report
A-36. September 1970. 78 pp. $1.00.

*Labor-Management Policies for State and
Local Government. ACIR Report A-35. Sep-
tember 1969. 263 pp. $2.00.

*State Aid to Local Government. ACIR
Report A-34. April 1969. 105 pp. $1.00.

*Intergovernmental Problems in Medicaid.
ACIR Report A-33. September 1968. 122 pp.
$1.25.

*Urban and Rural America: Policies for
Future Growth. ACIR Report A-32. April
1968. 186 pp. $1.50.

*Fiscal Balance in the American Federal
System. ACIR Report A-31. October 1967.
Vol. 1, 385 pp. $2.50. Vol. I, Metropolitan
Fiscal Disparities, 410 pp. $2.25.

State-Local Taxation and Industrial Loca-
tion. ACIR Report A-30. April 1967. 114 pp.
$.60.

*Building Codes: A Program for Intergov-



ernmental Reform. ACIR Report A-28. Janu-
ary 1966. 103 pp. $.60.

Federal-State Coordination of Personal In-
come Taxes. ACIR Report A-27. October
1965. 204 pp.

State-Federal Overlapping in Cigarette
Taxes. ACIR Report A-24. September 1964.
62 pp. :

Statutory and Administrative Controls As-
sociated With Federal Grants for Public As-
sistance. ACIR Report A-21. May 1964.
108 pp.

Industrial Development Bond Financing.
ACIR Report A-18. June 1963. 96 pp.

Apportionment of State Legislatures. ACIR
Report A-15. December 1962. 78 pp.

Intergovernmental Responsibilities for Wa-
ter Supply and Sewage Disposal in Metropoli-
tan Areas. ACIR Report A-13. October 1962.
135 pp.

Local Nonproperty Taxes and the Coordi-
nating Role of the State. ACIR Report A-9.
September 1961. 68 pp.

Intergovernmental Cooperation in Tax Ad-
ministration. ACIR Report A-7 (Summary).
October 1965. 14 pp.

State and Local Taxation of Privately
Owned Property Located on Federal Areas.
ACIR Report A-6 (Summary). August 1965.
17 pp.

Investment of Idle Cash Balances By State
and Local Governments. ACIR Report A-3
(Summary). August 1965. 23 pp.

Coordination of State and Federal Inheri-
tance, Estate, and Gift Taxes. ACIR Report
A-1. January 1961. 134 pp.

Information Reports

*Special Revenue Sharing: An Analysis of
the Administration’s Grant Consolidation
Proposals. ACIR Report M-70. December
1971. 63 pp. $.40.

*Who Should Pay for Public Schools?

ACIR Report M-69. October 1971. 44 pp.
$.35.

*In Search of Balance— Canada’s Intergov-
ernmental Experience. ACIR Report M-68.
September 1971. 123 pp. $1.25.

New Proposals for 1972: ACIR State Legis-
lative Program. ACIR Report M-67. August
1971. 98 pp.

*Prosecution Reform. ACIR Report M-66.
September 1971. 9 pp. $.25.

*Police Reform. ACIR Report M-65. Au-
gust 1971, 30 pp. $.40.

*Correctional Reform. ACIR Report M-64.
August 1971. 13 pp. $.30.

*Court Reform. ACIR Report M-63. July
1971. 31 pp. $.35.

*County Reform. ACIR Report M-61. April
1971, 31 pp. $.40.

*State Action on Local Problems—1970.
ACIR Report M-60. April 1971. 14 pp. $.35.

Federalism in 1970. Twelfth Annual Report.
ACIR Report M-59. January 1971. 25 pp.

*Measuring the Fiscal Capacity and Effort
of State and Local Areas. ACIR Report M-58.
March 1971. 209 pp. $1.75.

*A State Response to Urban Problems: Re-
cent Experience Under the ‘“‘Buying-In"" Ap-
proach. ACIR Report M-56. December 1970.
20 pp. $.35.

*State Involvement in Federal-Local Grant
Programs — A Case Study of the “Buying-In"
Approach. ACIR Report M-55. December
1970. 71 pp. $.70.

*Revenue Sharing— An Idea Whose Time
Has Come. ACIR Report M-54. Dcember
1970. 29 pp. $.30.

New Proposals for 1971. ACIR State Legis-
lative Program. ACIR Report M-53. Novem-
ber 1970. 45 pp.

*The Commuter and the Municipal Income
Tax. ACIR Report M-51. April 1970. 32 pp.
$.25.

**FEleventh Annual Report. Features a 10-
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year review of major developments in the
American federal system. ACIR Report M-49.
January 1970. 88 pp. (N.T.L.S. Order No.
PB-189668.)

1970 Cumulative ACIR State Legislative
Program. ACIR Report M-48. August 1969.
524 pp.

*Urban America and the Federal System.
ACIR Report M-47. October 1969. 140 pp.
$1.25.

*Federalism and the Academic Community:
A Brief Survey. ACIR Report M-44, March
1969. 55 pp. $.60.

**Sources of Increased State Tax Collec-

tions: Economic Growth vs. Political Choice.
ACIR Report M-41. October 1968. 19 pp.
(N.T.L.S. Order No. PB-180767.)
**State  Legislative and  Constitutional
Action on Urban Problems in 1967. ACIR Re-
port M-38. May 1968. 29 pp. (N.T.I.S. Order
No. PB-178982.)

**Metropolitan Councils of Government.
ACIR Report M-32. August 1966. 69 pp.
(N.T.L.S. Order No. PB-178981.)

**Catalogs and Other Information Sources
on Federal and State Aid Programs: A Se-
lected Bibliography. ACIR Report M-30. June
1967. 26 pp. (N.T.L.S. Order No. PB-178980.)

State Technical Assistance to Local Debt
Management. ACIR Report M-26. January
1965. 80 pp.

Performance of Urbun Functions: Local and
Areawide. ACIR Report M-21. September
1963. 281 pp.

Factors Affecting Voter Reactions to Gov-
ernmental Reorganization in Metropolitan
Areas. ACIR Report M-15 (Summary). May
1962. 80 pp.

OTHER REPORTS AVAILABLE
FROM ACIR

Public Opinion and Taxes. Survey of public
attitudes toward property taxes, proposed

value-added tax, and related matters of fiscal
policy. May 1972. 19 pp.

10-Year Record of the ACIR. Joint hearing
before the Intergovernmental Relations Sub-
committees of the House and Senate Commit-
tees on Government Operations, 92nd Con-
gress, Ist Session. November 1971. 118 pp.

Unshackling Local Government (Revised
Edition). Survey of proposals by ACIR. 24th
Report by the House Committee off Govern-
ment Operations, 90th Congress, 2nd Session.
April 1968. 71 pp.

Five-Year Record of ACIR and Its Future
Role. Joint hearings before the Subcommittees
on Intergovernmental Relations of the Senate
and House Committees on Government Op-
erations, 89th Congress, st Session. May
1965. 257 pp.

The Final Report of the Commission on
Intergovernmental  Relations  (Kestnbaum
Report). U.S. House of Representatives, Com-
mittee on Government Operations, House
Document No. 198, 84th Congress, Ist Ses-
sion. June 1955. 311 pp.

Hearing Before the Advisory Commission
on Intergovernmental Relations on Intergov-
ernmental Problems in Medicaid. September
1968. 29 pp.

*Publications marked with an asterisk may be pur-
chased directly from the Superintendent of Docu-
ments, Government Printing Office, Washington,
D.C. 20402.

**To order publications marked with a double
asterisk, write directly to the National Technical
Information Service, Springfield, Virginia 22151,
giving PB number. Paper copies $6.00. Microfiche
(4 x 6” sheets) 95 cents.

As the supply permits, single copies of most publi-
cations listed may be obtained without charge from
the Advisory Commission on Intergovernmental
Relations, Washington, D.C. 20575.

U. S. GOVERNMENT PRINTING OFFICE : 1873 O - 488-941
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PRIVATE CITIZENS:
Robert E. Merriam, Chicago, Illinois; Chairman
Edward C. Banfield, Philadelphia, Pennsylvania
Howard H. Callaway, Pine Mountain, Georgia

U.S. SENATORS:
Sam J. Ervin, Jr., North Carolina
Edmund S. Muskie, Maine
Charles H. Percy, Illinois!

U.S. REPRESENTATIVES:
Florence P. Dwyer, Mrs., New Jersey
L. H. Fountain, North Carolina
Al Ullman, Oregon

FEDERAL EXECUTIVES:
Kennetl: R. Cole, Jr., Executive Director, the Domestic Council ?
George Romney, Secretary of Housing and Urban Development
George P. Shultz, Secretary of the Treasury

GOVERNORS:

Dale Bumpers, Arkansas
Richard F. Kneip, South Dakota3
Richard B. Ogilvie, Illinois
Ronald Reagan, California

MAYORS:
C, Beverly Briley, Nashville, Tennessee
Harry G. Haskell, Jr., Wilmington, Delaware4
Richard G. Lugar, Indianapolis, Indiana; Vice Chairman
dack D. Maltester, San Leandro, California

STATE LEGISLATORS: >
W. Russeli Arrington, Senator, Illinois
B. Mahlon Brown, Senator, Nevada
Robert P. Knowles, Senator, Wisconsin

COUNTY OFFICIALS:
Conrad M. Fowler, Shelby County, Alabama
Edwin G. Michaelian, Westchester County, New York
Lawrence K. Roos, St. Louis County, Missouri
IAppointed May 11, 1972, to succeed Senator Karl E. Mundt of South Dakota.
2Appointed December 16, 1972, to succeed Robert H. Finch, Counsellor to the President.

3Appointed March 31, 1972, to succeed Governor Warren E. Hearnes of Missouri.
4Appointed March 31, 1972, to succeed Lawrence F. Kramer, Jr., former Mayor of Paterson, New Jersey.



what
1S
acir?

The Advisory Commission on Intergovermental Relations
(ACIR) was created by Congress in 1959 to monitor the
operation of the American federal system and to recommend
improvements. ACIR is a permanent national bipartisan
body representing the executive and legislative branches of
Federal, State and local government and the public.

Of the 26 Commission members, nine represent the Fed- -
eral government, 14 represent State and local governments
and three represent the general public. Twenty members are
appointed by the President. He names three private citizens
and three Federal executive officials directly and selects four
governors, three State legislators, four mayors and three
elected county officials from slates nominated, respectively,
by the National Governors’ Conference, the Council of State
Governments, the National League of Cities/U.S. Confer-
ence of Mayors, and the National Association of Counties.
The other six are Members of Congress—three Senators
appointed by the President of the Senate and three Represen-
tatives appointed by the Speaker of the House. Commission
members serve two-year terms and may be reappointed. The
Commission names an Executive Director who heads the
small professional staff.

After selecting specific intergovernmental issues for inves-
tigation, ACIR follows a multi-step procedure that assures
review and comment by representatives of all points of view,
all affected levels of government, technical experts and
interested groups. The Commission then debates each issue
and formulates its policy positions. Commission findings and
recommendations are published and draft bills and executive
orders are developed to assist in impiementing ACIR
policies.
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