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Preface 
Pursuant to its statutory responsibilities authorized in Section 2 of Public Law 86-380, 

passed during the first session of the 86th Congress and approved by President Dwight D. 
Eisenhower on September 24, 1959, the Commission singles out for study particular 
problems that impede the effectiveness of the federal system. 

The current intergovernmental grant system was identified as such a problem by the 
Commission in the Spring of 1974. The staff was directed to probe four features of this 
system: categoricals, the range of reform efforts that stop short of consolidations, block 
grants, and the changing state servicing and aid roles. This report is the eleventh in the 
13-volume series on the grant system. It is a comparative analysis of experiences under 
the health, crime control, manpower, and community development. block grant. The 
report explores the lessons derived from those programs concerning the design and 
implementation of the block grant instrument and the implications for policymakers 
interested in grant reform. This report and the recommendations herein were approved at 
a meeting of the Commission on May 5,1977. 
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Introduction 
Decategorization and decentralization of federal 

grants-in-aid via the block grant instrument are complex 
and inherently controversial tasks. This situation is 
partly due to inadequate understanding by many mem- 
bers of Congress, officials of the federal executive 
branch, and representatives of state and local govern- 
ments of the conceptual and operational differences 
between and among categorical aids, block grants, and 
general revenue'sharing. It is also attributable to the 
perseverance of some of these interests in resisting 
chahges in the categorical status quo. Thus philosophi- 
cal, pragmatic, and political difficulties have resulted in a 
low rate of adoption of block grant proposals and 
occasional distortion of the purposes behind those that 
have been enacted. Yet, contemporary interest in this 
approach remains keen. 

This report attempts to clarify some of the confusion 
surrounding the design and administration of the block 
grant. It is based largely on the Commission's assess- 
ments of the application of this instrument to the 
health, crime control, manpower, and community de- 
velopment fields. Following a description of the evolu- 
tion of the block grant concept, its essential character- 
istics and objectives are identified and compared to the 
realities of im$ementation. The lessons from those 
programs and their implications also are examined. 
These experiences provide a foundation for recom- 
mendations concerning the appropriate use of the block 
grant by the federal government. 





Chapter I 

Block Grant 
Features 

Although federal aid programs embodying the block 
grant concept are of relatively recent origin, somewhat 
similar approaches were taken during the 19th Century 
to make direct cash grants to states and localities for 
banking, education, agriculture, defense, and such in- 
ternal improvements as road construction, coastal pro- 
tection, and river and harbor upgrading. The federal 
government supervised the administration of these mon- 
ies, but generally the grants' purposes were broadly 
defined and recipients exercised considerable latitude in 
determining how to use these funds.' As federal grants 
expanded in response to the expressed needs of partic- 
ular groups, their purposes were more narrowly speci- 
fied, the number of conditions was increased; and the 
scope of state and local discretion was diminished. 

EVOLUTION OF THE BLOCK GRANT 
CONCEPT 

The steady growth in categorical programs since the 
1930s has created a number of serious intergovernmental 
fiscal, functional, and management problems. In light of 
this situation the general purpose of the block grant 
shifted-from a method of providing virtually uncondi- 
tional fiscal assistance to a means of achieving adminis- 
trative reform within a broad program area. Beginning in 
the late 1 WOs, the consolidation of categorical programs 
into a block grant was considered to be a major step 
toward st reamlining the fragmented federal assistance 
system. 

One of the earliest proposals for the formation of 
block grants through this consolidation approach was 
made by the first Hoover Commission, which recom- 
mended in 1949 that "a system of grants be established 

based upon broad categories-such as highways, educa- 
tion, public assistance, and public health-as contrasted 
with the present system of extensive fragmentati~n."~ 
This recommendation was followed by proposed Con- 
gressional legislation, introduced with the support of the 
Eisenhower Administration, to  create block grants in the 
health and public welfare fields. In both cases, several 
specialized categories of assistance would have been 
replaced by a single broad authorization of funds to the 
states for carrying out programs. However, these efforts 
at consolidation were unsuccessful, largely because of 
their proponents failure to give Congress, the states, and 
affected groups adequate assurances that these block 
grants would not reduce the funding levels of particular 
clientele or jurisdictional in t e r e ~ t s . ~  

Another noteworthy attempt during the 1950s was 
legislation developed by the U.S. Department of Health, 
Education, and Welfare (HEW) to consolidate 14 exist- 
ing programs into block grants for the public health, . 

child health and welfare, vocational education, and 
vocational rehabilitation areas. Only the latter proposal 
was adopted by the congress." These and a few other 
consolidation measures introduced during the 1950s 
sought not only to streamline the administration of 
programs, but also to reduce the amount of federal aid 
or stabilize appropriations increases in their respective 
functional area.' 

Two somewhat less grandiose reform proposals re- 
ceived more favorable attention. In 1953, the Congress 
approved a "Consolidation of Existing Laws Relating to 
Cooperative Agricultural Extension Work" for the pur- 
pose of simplifying administrative procedures and estab- 
lishing a uniform allotment of funds. Two years later, at 
the urging of the Kestnbaum Commission on Intergov- 



ernmen tal Relations, the Experiment Station Consolida- 
tion Act was approved, merging the budgeting and 
accounting procedures related to  agricultural extension 
work. Apparently recognizing the lessons learned from 
the health and welfare experiences, both laws established 
that no state would receive less funds than prior t o  
merger and that appropriations under the new measure 
would be made in accordance with a special f o r m ~ l a . ~  

During the 1950s, Congressional attitude toward 
block grants was basically hostile, sometimes for reasons 
extraneous to the legislation under consideration. Based 
on her review of this earlier record, Selma Mushkin 
noted in 1960: "The repeated rejection of block grants 
leads us to the conclusion that the assumptions on which 
the block grant proposal rest are not valid in all instances 
or, at  least, run counter often to  other objectives which 
are more compelling."' These included assumptions . . . 

that the primary purpose of federal aid is to 
provide states with financial support t o  carry 
out a program's objective, 

that the alignments and pressures for politi- 
cal action are different at the national level 
from those at the state and local levels, 

that federal controls (e.g., standards, audits 
and other reviews) would be substan tially 
reduced if the purpose of the program were 
broadened, and 

that more effective and efficient use of 
public funds will result if states have wider 
latitude in directing expenditures.' 

During the next dozen years, the Congress enacted 
only two block grants-the Partnership for Health Act of 
1966 and the Omnibus Crime Control and Safe Streets 
Act of 1968 (Safe Streets Act). Meanwhile, literally 
hundreds of project and formula-based categoricals were 
approved, and the overall amount of federal aid to state 
and local governments increased nearly fivefold. 

Between 1960 and 1972, several grant consolidations 
were proposed, some of which were merely large 
categoricals whle  others were more like block grants. 
The general Congressional response was to reject or to 
ignore entirely these proposals. For example., bills were 
introduced in 1970 to  merge categoricals in a number of 
functional areas, including library services and construc- 
tion ; higher education, defense education, and in terna- 
tional education; headstart development; water quality 
management and pollution control; water, sewer, and 

waste treatment facilities; and housing and urban devel- 
opment. Only the latter bill could be considered a block 
grant; the rest consolidated programs but retained 
substantial federal control over policy and administra- 
tion. None of these bills were enacted and most were not 
even considered. A basic reason for this reluctance has 
been pointed out by Richard P. Nathan: 

This approach (to grant-in-aid reform) is 
one which emphasizes the consolidation of 
individual grants and would have us work 
within the system to  take successive incre- 
mental steps to streamline federal aids. The 
problem, simply put, is that this approach 
doesn't work. Let me use an illustration. In 
1969, the administration proposed the con- 
solidation of several narrow library grants. 
The Congress resisted, and the reason was 
simple. It can be expressed quantitatively : 
99.99% of the public is not interested in 
library grant reform. Of the 0.01% who are 
interested, all are librarians and oppose it.' 

Sometimes categorical grant reform backfires. In 
1967, for example, the Congress favorably considered 
the Education Professions Development Act, which 
sought to merge teacher training programs. Not in- 
cluded, however, were undergraduate training pro- 
grams-the Congress not only continued 12 categorical 
grants, but also added three new ones. The following 
year, an at tempt to consolidate several vocational 
training programs dating back to 1917 was successful, 
but at the same time the Congress added several new 
categories of assistance for the disadvantaged, residential 
schools, cooperative education, curriculum development, 
and teacher training. The net effect was t o  replace old 
categoricals with new ones.' The lessons from this 
experience, in the view of one participant-observer are 
that " . . . Congress-accustomed to  operating through 
36 standing committees and scores of subcommittees- 
is far better suited to reaching agreement on very limited 
objectives than it is t o  resolving issues of a broader, 
philosophical nature." " 

Shifting Congressional Sentiment 

The feeling of futility surrounding the traditional 
approach to establishing block grants prompted the 
Nixon Administration to develop a new strategy, called 
"special revenue sharing." Although the 92nd Congress 
approved general revenue sharing, it virtually ignored the 
six special revenue sharing bills for urban community 



development , transportation, law enforcement, man- 
power training, education, and rural development, which 
combined would have amounted to $11.3 billion in their 
first full year of operation. 

Unlike general revenue sharing, these bills would have 
replaced rather than supplemented certain federal cate- 
gorical grants-in-aid; the six 197 1 proposals would have 
merged 129 categorical programs.1 Three of these 
special revenue sharing bills were considered but not 
acted on by the 93rd Congress-urban development, law 
enforcement, and education. Under a fourth measure, 
approved in December 1973, 17 manpower training 
programs were merged, but only after the administration 
revealed its plan to  proceed along these lines without 
specific Congressional approval. Rural development and 
transportation were dropped from the special revenue 
sharing package in 1973; the remaining consolidated 
programs, including manpower, would have amounted to 
$6.9 billion in their first full year of implementation. 

Similar to some earlier block grant proposals, the 
special revenue sharing legislation covered a wide func- 
tional scope, defined narrowly eligible recipients, and 
distributed all or most funds as an entitlement. However, 
these bills contained substantially fewer federal strings, 
required no matching, and provided far greater oppor- 
tunity for recipients to  exercise policy and administra- 
tive discretion. For example, funds would be paid 
automatically without need of application by the states 
or localities nor of prior federal agency approval of 

grammatic accountability of the recipient 
governments, then such grants may be a 
useful way of centralizing policy while de- 
centralizing administration and permitting 
considerable local choice and deci- 
sionmaking on particular programs.1 

Shifting Congressional sentiment toward block 
grants was revealed in the results of a survey with a 40% 
response rate of the House of Representatives conducted 
in September 1973 by the Intergovernmental Relations 
Subcommittee of the House Committee on Government 
Operations. In answer to a question about the appro- 
priate mix of various types of grants, "over three times 
as many members thought that too little use is made of 
block grants as thought that block grants are used too 
intensively. This preference for block grants was in- 
dicated by all categories of respondents."14 

Political compromise can be a purpose of the block 
grant as well as a process that characterizes Congres- 
sional deliberations on proposed legislation using this 
instrument. In seeking to  strike an acceptable balance 
between the achievement of national goals and the 
enhancement of recipient flexibility in using federal 
funds, the block grant offers three major political 
advantages. 

First, pressures from nationally organized special 
interests can be deflected. Within the functional area 
covered, the state and local officials largely determine - .  

plans. who gets how much, when, and for what purposes. 
The special revenue sharing P ~ ~ P ~ ~ ~ ~ ~ ,  with Often these are difficult, controversial, and politically 

the enactment of general revenue sharing, rekindled unpopular decisions. At the same time, these choices 
Congressional interest in grant consolidation and block occur within the framework of a national program de- 
grants. This development was most likely a reflection of fined by the congress and supported by its appro- 
growing legislative about the problems inherent priations. In a sense, then, the Congress can still take 
in the existing patchwork structure of aid programs and some credit while avoiding some political 
desire to rationalize and streamline the federal assistance Second, the block grant reduces the influence of the 
system. Some former grant Opponents possi- federal bureaucracy on the recipients' use of funds. State 
bly changed their position for defensive reasons. Michael and local elected officials, in particular, can play a major 

has the politica1 role in such decisions. The federal administering agency, 
this change of attitude: however, is still responsible for stewardship of the 

Just as the grant system as a whole stands 
somewhere between total state-local auton- 
omy and total federal takeover of specific 
functions, so also does the block grant 
constitute (at least potentially) a reasonable 
compromise between the values of cate- 
gorical grants and shared revenues. Federal 
policy is very clearly stated in the laws 
authorizing the block grant programs, and if 
there is adequate means for ensuring pro- 

program and must account to the Congress about results. 
Third, the Congress has a reasonably solid basis for 

determining whether its general intent or particular 
programmatic wishes are being met by grantees, and 
whether the grantor agency is properly implementing 
statutory provisions. Given the incremental nature of the 
Congressional budgetary process, adjustments in the 
administrative structure, program mix, or funding em- 
phasis can be made periodically. In short, opportunities 
always exist for redirection if Congress wishes to use 
them. 



Partly as a result of these attitudinal changes, block 
grants were established in 1973 and 1974 under the 
Comprehensive Employment and Training Act, the 
Housing and Community Development Act, and amend- 
ments (Title XX) to the Social Security Act of  193.5. In 
fiscal year 1976, these programs, in addition to the 
Partnership for Health and Safe Streets Acts, accounted 
for 9% of-the $59.8 billion total federal aid to state and 
local governments, compared with 12% for revenue 
sharing and general support aid and 79% for categorical 
programs. 

Despite these breakthroughs, categorical aids clearly 
continued to command Congressional attention; be- 
tween 1969 and 1976, for example, at least 100 new 
programs were enacted.* The Congress also was un- 
enthusiastic about the proposals contained in President 
Gerald R. Ford's 1976 budget message, which called for 
the replacement of 59 categorical programs by four 
block grants in the fields of health, education, child 
nutrition, and community social services.' The Con- 
gress' response to  the President's attempt to merge 16 
health grants prompted two observers to predict that, 
" . . . the apparent support for such conversions is subtly 
eroding and the block grant trend has, in fact, 
peaked."' 

BASIC CHARACTERISTICS 
OF THE INSTRUMENT 

Although they differ in several respects (see Tables 1 
and 2) ,  the health, crime control, manpower, com- 
munity development, and social services programs share 
to varying degrees five basic design characteristics. 
Together, these traits can help to differentiate block 
grants from other forms of federal assistance: . 

1 .  Federal aid is authorized for a wide range of 
activities within a broadly defined functional 
area. 

2. Recipients have substantial discretion in iden ti- 
fying problems and designing programs and 
allocating resources to deal with them. 

*A few of these categoricals were quite broad and accorded 
recipients a good deal of discretion over the mix of federally as- 
sis ted activities to be undertaken. For example, the Public Works 
Employment Act of 1976 authorized $2  billion in grants for a 
wide range of state and local capital projects. No matching was 
required. A1 though it embodies certain block grant characteristics, 
a basic differentiating factor is the competitive nature of the 
public works program. States and localities must apply for aid, 
and the Economic Development Administration makes award de- 
cisions. During 1976, over 25,000 applications were submitted 
totaling more than $24 billion. Yet, only 1,988 projects were 
selected for funding in that year. 

3. Administrative, fiscal reporting, planning, and 
other federally imposed requirements are kept 
to the minimum amount necessary to snsure 
that national goals are being accomplished. 

4. Federal aid is distributed on the basis of a 
statutory fotmula, which results in narrowing 
federal administrators' discretion and providing 
a sense of fiscal certainty to recipients. 

5. Eligibility provisions are statutorily specified 
and favor general purpose governmental units as 
recipients and elected officials and admin- 
istrative generalists as decisionmakers. 

By combining these characteristics, a block grant may be 
defined as a program by which funds are provider! 
chiefly to general purpose governmental units in accor- 
dance with a statutory formula for use in a broad 
functional area, largely at the recipient's discretion. 

The key elements in defining block grants, therefore, 
are structural, functional, and managerial-not fiscal. 
Whether a particular federal aid instrument has, or 
should have, a stimulative or a supportive effect on state 
and local efforts is an issue that remains far from settled. 
Historically, categorical grants were established in re- 
sponse to particular needs or problems that were of 
national interest and concern, and federal funds were 
authorized primarily to stimulate states and localities to 
take remedial actions. Under formula-based programs, 
these jurisdictions normally played a major role. in 
planning, policy and program development, and admin- 
istratibn. On the other hand, a nationally administered 
program that bypassed the states usually was established 
under project grants.' As categorical programs mature, 
support often replaces stimulation as the major fiscal 
effect of federal aid; this occurred in the highway and 
public assistance areas. Other factors that make it 
difficult to predict whether a stimulative or supportive 
effect will take place include: the size of federal funds 
relative to recipient direct outlays; the amount of 
matching required; the severity of problems experienced 
by grantees and the extent t o  which nonfederal 
resources are adequate t o  deal with them; and the 
possibility of interchangeability of federal dollars from 
various grants when mixed with state or local revenues. 

The gap between the theory and reality of inter- 
governmental relations is especially great with respect to 
block grants. A consolidation of categoricals, for ex- 
ample, may combine programs having a stimulative 
intent with those having a supportive thrust. It is 
reasonable t o  assume that the larger the block grant (in 



Table 7 

Structural and Fiscal Characteristics of Contemporary Block Grant Programs, 1977 

Number of 
Categorical FY 1976 Maintenance 

Year of Programs Actual Outlay Distribution Primary Matching of Effort 
Program Enactment Consolidated (in mi~lions)~ Formula Recipient Requirements Requirements 

Partnership for Health 1966 9 $ 90 population states none 

Omnibus Crime Control and 
Safe Streets b 1968 0 

Comprehensive Employment 
and  raini in^' 1973 

Housing and Community 
Development d 

405 population states 90-10 (planning) 
50-50 (construc- 

tion) 
90-1 0 (other "action" 

programs) 

1,358 unemployment, general pur- none 
previous year pose 
funding level, local units 
low income and states 

750 population, general pur- none 
housing over- pose 
crowding, local units 
poverty 

Title XX Social Services 2,358 population states 90-10 (family 
planning) 

75-25 (other social 
service programs) 

a Executive Office of  the President, Off ice o f  Management and Budget, Special Analyses: Budget of the United 
States Government Fiscal Year 1978, Washington, DC, U.S. Government Printing Office, 1977. 

Excludes Part C discretionary grants and Part E (corrections) formula and discretionary grants. 

Excludes public service and emergency employment programs. 

Excludes outlays fo r  urban renewal and the phase ou t  o f  other categorical programs replaced b y  the block grant. 

A seventh program-Section 31  2 Housing Rehabilitation Loans-was also init ial ly proposed fo r  consolidation. Source: AClR staff compilation. 

..-- ---.... --- ------"--- 



terms of both functional scope relative t o  other federal 
aid programs and fiscal magnitude relative to state and 
local direct outlays), the greater the supportive effect. 
Yet, the five existing programs that employ this instru- 
ment contain neither of these features. Similar t o  
categoricals, particularly those having a formula-based 
distribution method, they are intended to stimulate as 
well as provide support for state and local activities. The 
mix of these purposes, however, varies from program to  
program, and empirical studies have arrived at different 
conclusions on this issue. About two-thirds of the city 
and county officials participating in ACIR's 1975 survey 
of local attitudes toward federal aid reported that the 
crime control, manpower, and community development 
block grants had increased the amount of local spending 
of nonmatching funds.' Others, however, have con- 
tended that block grants and general revenue sharing are 
almost entirely supportive and heavily substitutive in 
their fiscal impact .' 

COMPATIBLE AND CONFLICTING 
OB J ECTIVES 

In addition to sharing a number of characteristics, 
block grants have been established to accomplish some- 
what similar objectives. Three of those most commonly 
sought have been economy and efficiency, program 
enlargement, and decentralization. Block grants also 
have been associated over the years with other pur- 
poses-coordination, targeting, innovation, and generalist 
control. These purposes have been sometimes compat- 
ible and other times in conflict with the basic charac- 
teristics of the instrument. 

Economy and Efficiency 

This objective has been closely linked with the 
consolidation of categorical aids. Block grant propo- 
nents argue that economy and efficiency would occur 
as a byproduct of the authorization of funds t o  be used 
in a broadly defined functional area rather than in 
several narrowly specified categories. For example, 
instead of authorizing individual grants for training, 
equipment purchases, research, and personnel compen- 
sation to each component of the criminal justice system, 
a block grant would be established to  aid the planning 
and implementation of a comprehensive crime reduction 
and control program. State and local recipients would 
determine the mix of activities best suited to meeting 
their law enforcement and criminal justice needs. The 
absence of specific categories would reduce the possi- 
bilities of duplication among federal assistance programs 

serving similar functions or needs even though they 
establish different intergovernmental fiscal, program- 
matic, and jurisdictional relationships. Wide scope and 
structural simplicity would help lower administrative 
costs, because recipients would not have to spend 
substantial amounts of time identifying the agencies 
having funds available for which they might be eligible. 
Moreover, they would not have to  comply with numer- 
ous and possibly inconsistent planning, organizational, 
personnel, paperwork, and other requirements associated 
with interrelated but separate programs. In short, under 
a block grant, the time devoted to communications and 
coordination with the grantor would be much less than 
under categorical grants. From the standpoint of overall 
program design, therefore, the block grant instrument 
would be a simpler, cheaper, and more efficient way of 
providing resources to achieve certain national purposes. 

In addition to these design features, economies could 
result from recipients playing a major managerial role in 
the block grant. Their performance of plan and appli- 
cation review, regulation enforcement, monitoring and 
evaluation, and other functions would lower federal 
personnel and overhead expenses. Especially in the case 
of federal-state block grants, assigning recipient agencies 
application approval and fund allocation responsibilities 
would further reduce federal administrative costs, as well 
as lessen the possibilities of political pressures and 
problems stemming from making distribution decisions 
at the national level. Channeling block grants through 
the states also would help maximize the impact of 
federal dollars, because they could be combined with 
state appropriations to further statewide goals as well as 
to assist local efforts. 

Another method of achieving economy and efficiency 
would be t o  use the block grant as a means of budget 
control by setting a limit or slowing the growth rate of 
federal expenditures. President Ford's "Financial As- 
sistance for Health Care Act." for example, would have 
merged Medicaid and 19 other health programs into a 
block grant with fiscal year 1978 outlays estimated at 
$12,3 billion. Medicaid expenditures alone, however, 
were estimated to exceed $10 billion in fiscal year 1977, 
leaving little room for accommodation of the other 
candidates for consolidation. In the crime control area, 
the fiscal year 1978 request for block grant appro- 
priations was slightly less than the fiscal year 197 1 level 
'of outlays, partly due to categorization. 

Program Enlargement 

A second and quite different objective of the block 
grant is what has been called "improvement through 



Table 2 

Principal Recipient and Federal Agency Roles in Contemporary 
Block Grant Administration, 

1977 

Actions by Recipient Actions by Federal Agency 

Plan Review & 
Approval for Monitoring, Discretionary 

Plan Application Detailed Substantive Application Evaluation, Grant 
Program Submission Submission Reporting Content Approval Auditing Awards 

Partnership for Health 

Omnibus Crime Control 
and Safe Streets 

Comprehensive Employment 
and Training Act 

Housing and Community 
Development 

Title XX Social Services 

a Since 1970, prepr in ted assurances are f i led indicat ing tha t  all statutory p lanning and other program requirements are met. 

b ~ o n t e n t s  are reviewed t o  ensure tha t  s ta tu tor i ly  specified procedures have been fol lowed. 

Source: AClR staff compi la t ion.  



enlargement ,"2 i.e ., increased appropriations. Although 
reformers may seek to realize greater economy and 
efficiency through the merger of related categoricals, the 
reduction of red tape, administrative costs, and over- 
lapping responsibilities may not always be a totally 
convincing argument. Consolidation raises concerns 
among recipients about their future funding levels, even 
where the candidates for merger have relatively limited 
functional scope and small dollar amounts. As was 
evident during the 1950s, the prospects for enactment 
are diminished if block grant proposals fail to provide 
reasonable certainty that present grantees will not be 
affected adversely in their previous funding levels. Such 
assurance normally is accomplished through distribution 
formulas that include prior funding levels and through 
hold-harmless provisions designed to gradually wean 
certain grantees from excessive dependence on federal 
aid. The net effect would be to raise appropriations 
above categorical program levels, as old functional and 
jurisdictional interests are accommodated and new direc- 
tions are being charted. 

Consolidating categoricals also could generate polit- 
ical pressures for program enlargement. The greater 
visibility given the new block grant and the realignment 
and concentration of Congressional committee-federal 
administrative agency-interest group alliances in the 
functional area covered by merger would very likely lead 
to higher appropriations. 

Decentralization 

maintaining financial records, performing periodic au- 
dits, evaluating performance, and reporting to  the 
President and the Congress on the achievement of 
national purposes. Additional federal responsibilities 
could include designating eligible recipients, approving 
plans and programs, and awarding discretionary funds t o  
supplement formula allocations for various purposes. In 
general, the minimum level of involvement was reflected 
in the Nixon Administration's 1971 and 1973 special 
revenue sharing proposals, while the more expanded role 
was embodied in the grant consolidation bills introduced 
during the 1950s and early 1960s, as well as in three of 
the five block grants that have been established. 

Coordination 

Block grants have been viewed as having significant 
potential to achieve coordination. They are often consid- 
ered as alternatives to categorical programs, many of 
which tend to  accentuate specific programmatic, profes- 
sional, or political interests. Block grants could eliminate 
federal intradepartmental coordinative problems arising 
from numerous categorical grants in the same functional 
area. Coordination of the activities of related recipient 
government agencies within a broadly defined functional 
terrain also could be achieved. In the crime control field, 
for instance, the block grant has been a significant 
catalyst in meshing the efforts of police departments, 
prosecutors and defenders, the courts, and corrections 
and juvenile agencies for the purpose of reducing crime 
and delinquency. In this sense, block grants could have a 

Decategorization has been a long-standing reaction system-building effect, by requiring the ~ a r t i c i ~ a t i o n  

against the steady growth in the number of federal aid and cooperation of functionally allied agencies during 

programs and the amounts of outlays. But the nature the various stages of the grant-in-aid Process. Compre- 

and extent of federal decentralization to emphasize planning, of advisory Or 

subnational jurisdictions is the key characteristic differ- decisionmaking bodies composed of functional and 

entiating betwen a block grant and a consolidated jurisdictional representatives, balanced funding require- 

categorical program. In other words, both funding ments, and other provisions are geared to 

approaches can lead to improved economy and effi- facilitating communications and coordination. Without 

ciency and to program enlargement; only the former, them, the possibilities for developing these links would 

however, can accomplish meaningful decentralization of be reduced greatly. 

decisionmaking. 
Under a block grant, recipients would be encouraged 

to identify and rank their problems, develop plans 
and programs to deal with them, allocate funds among 
the various activities called for by these plans and 
programs, and account for results. At a minimum, the 
role of the central and regional offices of the federal 
administering agency would involve promulgating regu- 
lations and guidelines, providing advice and assistance 
to recipients during the various stages of imple- 
mentation, considering plans prepared by grantees, 

Targeting 

Some observers consider block grants t o  be a major 
method of targeting federal funds on jurisdictions having 
the greatest needs. This purpose would occur by the 
authorizing legislation including a formula that "objec- 
tively" measures need for the particular type of assis- 
tance-using population, income, unemployment, housing 
overcrowding, and other appropriate data. Whether these 
data are accurate indicators of need and can be made 



available in a timely fashion are critical concerns. In 
addition, the need factor in the distribution formula 
could be diluted as a result of the compromises 
necessary to gain Congressional consent to consol- 
idation. Nevertheless, an en titlemen t basis for allo- 
cations, in general, would help ensure that a fair share of 
resources will go to the most deserving, while minimizing 
the discretion of federal administrators. By way of 
contrast, a project-based categorical would emphasize 
grantsmanship in the acquisition of federal aid and 
maximize the opportunities for federal administrative 
influence in grant award decisions. 

Targeting of funds also would take place as a result of 
the flexibility accorded to recipients by the block grant. 

in to hislher jurisdiction. General purpose governments, 
as opposed to private nonprofit organizations, special 
districts, and public authorities, would be the prime 
recipients of block grants. However, these jurisdictions 
could contract with such bodies to  perform particular 
aspects of service delivery. The basic point, however, is 
that responsibility for interfunctional coordination and 
accountability for the results of federally assisted pro- 
grams would be on the shoulders of those who are 
directly elected by the people or those who are 
responsible to such officials. 

AREAS OF CONFUSION 
Within the broad scope of federally aided activities, 
recipients would have wide latitude in allocating funds The interplay of the diverse objectives sought by 

to programs that are of high priority and in shifting block grant proponents and of intergovernmental polit- 

monies among activities in response to changing con- ical forces has occasionally blurred the differences 

ditions. In this manner, the distorting effects of federal between this instrument and other forms of federal aid. 

assistance on state and local priorities could be reduced. areas of confusion involve large categorical 
programs and consolidated grants. 

Innovation 

Another objective sought by some block grant pro-, 
ponen ts is innovation, i.e., recipients would use federal 
funds to launch activities that otherwise could not or 
would not be undertaken. This purpose reflects the 
belief that the block grant should have a stimulative 
effect in addition to providing support for ongoing 
activities and relief from fiscal strain. Realization of this 
objective would depend on several factors relating to the 
structure and size of the block grant instrument, as well 
as to the needs and resources of the recipient. Moreover, 
whether the block grant is applicable to a new or 
traditional state/local program area and whether its 
cost-sharing arrangements (e.g., matching and main- 
tenance of effort) are effective are other considerations 
affecting the extent of innovation. 

Generalist Control 

The block grant is sometimes associated with control 
of grant-in-aid decisionmaking by generalists-elected 
chief executive and legislative officials and admin- 
istrative generalists. This is an important corollary to 
decentralization, because policy decisions would be 
made by those who presumably were more aware of and 
accountable to community interests. The intent would 
be to curb the pressures of the functional specialists and 
interest groups that have been generated over time by 
categorical aids and to restore the generalist to an 
authoritative position vis-a-vis the flow of federal funds 

Large Categoricals 

Some observers consider certain large, formula-based 
categoricals to be virtually identical to block grants in 
their operational features. Perhaps the best example is 
Title I of the Elementary and Secondary Education Act 
o f  1965. 

The stated purpose of this title was to authorize 
funds for activities aimed at meeting the special educa- 
tional needs of educationally deprived children. It was 
not primarily intended to provide general assistance to 
school districts. Federal aid was distributed in accor- 
dance with a statutory formula based on the number of 
eligible children, per pupil expenditures, and low-income 
population. No matching funds were required. Recip- 
ients were able to exercise considerable discretion in 
using grants due to the looseness of definitions of 
"educationally deprived children," the reluctance of the 
U.S. Office of Education (OE) to give direction about 
the most appropriate types of educational programs, 
and the close communications and shared expectations 
of education professionals involved in administering the 
program at different governmental levels. Substantive 
ambiguity was reinforced by the political sensitivities 
associated with local control of education, helping to 
curb federal intrusiveness. As a result, Title I dollars 
were widely disbursed rather than targeted, and they 
were tailored to meet recipient rather than national 
needs and priorities. 

In effect, this categorical program was transformed 
into a de facto block grant by providing general aid to 



most local education agencies and according them 
substantial flexibility in allocating these monies, includ- 
ing substitution for normal local expenditures. Despite a 
number of similarities, Title I fails three of the basic 
block grant tests: the program does not cover the bulk 
of the functional area; funds are not provided to general 
purpose units, nor do administrative generalists or 
elected chief executive or legislative officials have 
significant influence in decisionmaking; and the categor- 
ical structure provides opportunities for OE officials to 
enforce several strings related to the use of federal aid, 
should they choose to  do so. 

Consolidated Grants 

The second area of confusion involves the decatego- 
rization strategy. Unless the essential traits of the block 
grant instrument are taken into account, the merger of 
existing programs may result merely in a large categor- 
ical grant. For instance, consolidation may establish a 
broad functional entitlement program but not increase 
grantee discretion or reduce the funding conditions 
imposed by the grantor. At least two grant consolida- 
tions have produced programs that some consider to be 
block grants-the Social Security Amendments of 196 7 
and the Education Amendments of 19 74. 

SOCIAL SECURITY AMENDMENTS OF 1967 

Title V of the Social Security Amendments of 1967. 
consolidated several separate programs concerned with 
maternal and child health and crippled children services. 
During fiscal years 1962-1972, half of the annual 
appropriations between maternal and child health ser- 
vices and crippled children services. 
stressed need, as determined by the Secretary of HEW. 
The Secretary also determined the allocation of these 
appropriations between maternal and child health serv- 
ices and crippled children services. 

To be eligible for financial assistance, a state was 
required to submit a plan to  the Secretary for approval. 
The scope of this plan ranged from organizational (e.g., 
single state agency), procedural (e.g., report submission), 
and personnel (e.g., merit basis for employment) matters 
to assurances that special attention would be given to 
dental care for children and family planning services for 
mothers in needy areas and groups. 

Federal aid would cover half of the cost of the plan's 
programs. Of the remaining annual appropriations, four- 
fifths was earmarked for special project grants for 
maternity and infant care, the health of school and 
preschool children, and the dental health of children, 

with the federal share set at 75% of costs. Finally, 10% of 
the appropriations was for research and for personnel 
training in institutions of higher education (with empha- 
sis placed on undergraduate programs). Beginning in FY 
1973, however, 90% of the appropriations was to be 
used for all of the above purposes other than training 
and research, which remained at the 10% level. 

Five years after enactment, the functional scope of 
the formula-based programs under Title V was broad- 
ened as a result of including the project grants. Eligi- 
bility remained narrow, and the entitlement basis for 
distribution was not changed. The Secretary still pos- 
sessed substantial discretion in allotting funds between 
the maternal and child health and crippled children 
services areas, as well as authority t o  oversee state 
planning and programming efforts. Moreover, federal 
funds continued to be awarded to and controlled by 
state health departments rather than by generalists. 
Thus, the consolidated programs resulted in a more 
categorical than block grant approach. 

EDUCATION AMENDMENTS OF 1974 

Title IV of the Educational Amendments of 1974 
merged eight categorical grants into two programs- 
libraries and learning resources and educational innova- 
tion and support. The annual appropriations for each 
activity were t o  be distributed to  the states based on 
their relative number of children. These monies in turn 
were to be passed through to local educational agencies 
in accordance with their enrollment, tax effort, and per 
pupil expenditures. Each state seeking aid was required 
to establish an advisory council that was broadly 
representative of educational and cultural interests and 
to submit a plan to the commissioner of education for 
approval. This document was to include the broad range 
of procedural and substantive assurances, one of which 
was that "each local educational agency will be given 
complete discretion . . . in determining how the funds it 
receives from appropriations . . . will be divided among 
the various programs. . . ." Federal funds were authorized 
to match the amount spent by the state in implementing 
its plan. 

Although consolidation streamlined the categorical 
structure in these two areas and established an entitle- 
ment program with narrow eligibility, the commissioner 
of education retained significant authority over the use 
of funds and generalists were not involved in planning, 
program administration, or advisory council delibera- 
tions. Morepver, as had occurred in other successful 
consolidations, the library and educational innovation 
programs were accompanied by a "special projects act," 



which set up separate nationally directed project grants 
for meeting unique needs, placing special emphasis, and 
launching experimental undertakings with respect to: 
use of the metric system, gifted and talented children, 
community schools, career education, consumers' educa- 
tion, women's equity in education, and arts in educa- 
tion. 

In summary, the block grant is neither a new nor a 
well defined component of the federal assistance system. 

Although it occupies a middle-ground position between 
categorical aids and general revenue sharing, the partic- 
ular characteristics of this instrument are often not well 
recognized and, therefore, may not be reflected in 
programs bearing the block grant label. This situation 
may generate conflict and confusion when results are 
assessed against objectives. It also may lead to disillu- 
sionment and disappointment with the block grant 
approach to dispensing federal aid. 
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Chapter 11 

The Dynamics 
of Implementation 

To arrive at a better understanding of block grant 
operations, the experience of the programs employing 
this approach-health, crime control, manpower, and 
community development-can be probed .* 

In each case, the political and administrative dynam- 
ics associated with their implementation are assessed 
according to the five basic characteristics of the block 
grant. These traits collectively can serve as a test of the 
extent that the block grant features are embodied in a 
particular program. Within this context, the objectives 
sought by block grant proponents are examined, and the 
changes over time in both the programs characteristics 
and purposes are analyzed. 

PARTNERSHIP FOR HEALTH: 
FROM "GIANT" TO "PIGMY" 

The Partnership for Health Act of 1966 was the first 
contemporary block grant enacted by the Congress. 
Section 3 14(d) authorized federal financial assistance to  
states for comprehensive public health services, with 
administration by the U.S. Department of Health, 
Education, and Welfare (HEW). PHA framers were 
concerned with achieving three of the basic goals of the 
block grant: improved economy and efficiency, enlarged 
program and fiscal scope, and greater decentralization of 
responsibility. The ten-year period of operation of this 

*For a more detailed discussion of these programs consult 
the following reports issued in 1977 by the Advisory Commis- 
sion on Intergovernmental Relations: The Partnership for Health 
Act: Lessons from a Pioneering Block Grant (A-5 6 ) ;  Safe Streets 
Reconsidered: The Block Grant Experience 1968-1 9 75 (A-53,  
The Comprehensive Employ men t and Training Act. Early 
Readings from a Hybrid Block Grant (A-58); and Community 
Development: The Workings o f  a Federal-Local Block Grant 
(A-57). 

program provides a good opportunity to observe how 
the block grant works in practice and how it changes 
over time in response to functional, fiscal, and political 
pressures within the intergovernmental system. 

Functional Scope 

The first test of a block grant is whether a wide range 
of activities are authorized within the public health area. 
An affirmative response is essentially accurate, insofar as 
the provisions of Section 3 14(d) are concerned. 

PHA was designed to  achieve a fundamental revision 
of federal categorical health programs through the 
consolidation of nine formula grants (administered by 
the Public ' ~ e a l t h  Service of HEW), into the Section 
314(d) block grant and the merger of seven project 
grants into another section of the act. Although previous 
consolidation attempts had generated severe opposition 
from the affected specialized health constituencies, only 
the mental health interests provided any real difficulties, 
and they were placated by a minimum 15% earmark 
within the new block grant. In effect, the mental health 
provision was the only programmatic constraint on 
recipients contained in the 1966 legislation. 

Broad functional coverage was partly illusory, how- 
ever, as illustrated by three subsequent events. First 
several old programs originally administered by the 
Children's Bureau, HEW, were not included in PHA. 
Instead, they were consolidated in the Social Security 
Amendmeqts of 1967 title dealing with maternal and 
child health services and crippled children services. 

Second, since 1967 the Congress has steadily de- 
parted from the flexible servicing goals of the act by 
mandating block grant attention to particular health 



problems. It also has enacted 11 new categorical 
programs that logically could have been subsumed under 
PHA. * 

Third, the fiscal magnitude of this program must be 
considered when gauging its functional breadth. The 
initial (FY 1968) appropriation of $60.2 million was 
only a modest increase over the combined figure for the 
consolidated categorical grants, although according to 
the legislative record, the Congress clearly intended 
appropriations to grow rapidly to a level four or five 
times that amount. Yet, from 1970 to 1976 each annual 
appropriation amounted to only $90 million, which 
represented only 3% to  4% of total state health 
department expenditures. In fiscal year 1976, PHA 
accounted for approximately 4% of HEW'S public health 
outlays-less than 1% of total federal expenditures in this 
area. This static pattern suggests a significant shift in the 
goal of using the block grant as the basic means of 
providing federal assistance to state-local public health 
efforts. 

Recipient Discretion 

The second test is whether states exercise substantial 
descretion in identifying needs and in developing pro: 
grams. Perhaps the most important objective of PHA was 
to provide state health agencies with greater flexibility 
to use federal assistance in accordance with their 
particular needs and priorities. In certain respects, this 
objective has been achieved, although not on a totally 
meaningful level. 

A survey of all state health officers, conducted in 
1975 by ACIR, revealed that the overwhelming majority 
believe that the block grant affords them greater 
descretion than was experienced with the categorical 
aids. With respect t o  the handful of restrictions con- 
tained in Section 3 14(d), almost half of the respondents 
claimed that these provisions do not actually constrain 
their public health activities. The most commonly cited 
limitations on recipient flexibility were the mental 
health earmark, the stipulation that local recipients 
employ program personnel on a merit basis, and the 

*These include: alcohol abuse and alcoholism prevention, 
treatment and rehabilitation basic grants; alcohol abuse and al- 
coholism prevention, treatment and rehabilitation special grants; 
emergency medical services: establishment and initial operation 
of system; emergency medical services: feasibility studies and 
planning; narcotic addiction, drug abuse, and drug dependence 
prevention and rehabilitation education; drug abuse prevention 
and treatment basic grant; lead-based paint poisoning prevention 
centralized laboratory facilities; lead-based paint poisoning pre- 
vention local program development; urban rat control; venereal 
disease prevention and control program project grants; and vene- 
real disease prevention and control program research, demonstra- 
tion and training grants. 

requirement that at least 70% of the grant award be 
spent on "services in communities." These reactions 
underscore the essentially "few strings" character of the 
Section 3 14(d) program. 

Flexibility also is explained by other factors: the 
difficulty involved in enforcing conditions, especially in 
view of the opportunities for fungibility stemming from 
large state-local public health expenditures; the growing 
professionalism of state health departments; and the 
resolution at an early stage of program implementation 
of the initial points in controversy. 

Other factors undercut the claims of greater discre- 
tion. First, the block grant outlays under PHA arz small 
relative to the aggregate of federal grants and state-local 
direct expenditures for public health. Discretion clearly 
is more limited under this circumstance than would be 
the case under a broad, adequately funded block grant 
covering the bulk of the functional area. 

Another negative factor is the origin of PHA-the 
consolidation of a cluster of existing categoricals. Public 
health administrators at the federal and state levels 
inherited a number of well established programs and 
clientele groups. 

Finally, the PHA experience suggests that without 
significant new money (as indicated earlier) state efforts 
to shift program priorities and to initiate new under- 
takings may be severely curtailed. The available data on 
PHA outlays at the state level are not very reliable, but 
they imply an absence of significant departures from the 
funding levels associated with the prior legislative cate- 
gories. For example, these data indicate that the dental 
health share of the Section 314(d) program was 0.9% in 
1974 compared with 1.7% in 1966, while the proportion 
for chronic diseases was the same as in the last 
preconsolidation year. 

In short, recipient discretion may be great under 
PHA, but only in the sense that the block grant serves as 
a useful filler of small gaps not covered by larger, 
federally aided and state-supported specialized servicing 
efforts. This situation, of course, was not the purpose of 
the program's founders. 

Program Conditions 

The third test of a block grant is whether administra- 
tive, fiscal reporting, planning, and other federally 
established requirements are kept t o  the minimum 
amount necessary to ensure that national goals are being 
accomplished. To  obtain this objective, national and 
state concerns must be delicately balanced: this was not 
achieved in the public health area by PHA. The absence 
from the outset of any clear realization that this lack of 
balance was the basic dilemma confronting the new 



assistance device compounded the problem and under- 
scores how ill defined and little understood the block 
grant concept was in the mid-1960s. 

The Congress and HEW both failed to come to terms 
with the question of the extent of federal requirements 
and oversight as related to the st ate-local programs. Was 
the block grant intended to support any public health 
activities undertaken by state or local governments or to 
further particular nation a1 public health priorities? HEW 
officials considered national and state concerns to be 
complementary , while the Congressional commit tees, 
although somewhat skeptical about this belief, failed to 
provide clear guidance as to how intergovernmental 
disgreements over plans, priorities, programs, and other 
matters would be resolved (if they arose). 

As PHA matured, the error in assuming identical 
objectives on the part of the grantor and grantees 
became increasingly evident. A number of controversies 
over state program con tent marked its early years, partly 
because federal officials (particularly in HEW regional 
offices) were not accustomed to the block grant style of 
administration and tended to follow the categorical 
mode of operation. In addition, because they were aware 
of Congressional concerns about the new instrument, 
these officials believed that they needed to present a 
convincing record to the authorizing committees in 
order t o  ensure continuation and to justify appropria- 
tions increases. 

The states, on the other hand, contended that they 
were entitled to PHA funds regardless of how they 
intended to use them. This attitude prevailed despite the 
claims of HEW regional offices that federal account- 
ability for the program could be preserved only if they 
exercised a degree of control over state plans and 
program directions. Nearly all of these early disputes 
were resolved in favor of the states. 

By 1970, HEW had decided not to require the 
submission of detailed state comprehensive health ser- 
vices plans. Instead, they were bypassed through the use 
of forms that assured the existance of a plan satisfying 
all pertinent federal requirements. This change in pro- 
gram administration marked the beginning of a period of 
HEW's inattention to, if not abdication of, its responsi- 
bilities under the program. With one person assigned on 
a part-time basis in the central office and one-half of a 
man year recommended as the appropriate personnel 
allocation in each regional office, cursory attention to 
the block grant became the operative norm. 

This lack of oversight reflected not only the new 
HEW policy of emphasizing administrative simplification 
and recipient discretion, but also the awareness that 
many conditions were unenforceable-the states could 

rebudget revenue sources to counter-balance imposed 
requirements. Moreover, the Congress' growing tendency 
to enact health categoricals separate from the Section 
3 14(d) program affected the situation. 

The ambiguities persisted, however, since practically 
all forms of federal involvement declined during the 
early 1970's-including state plan preparation and re- 
view, technical assistance, monitoring, enforcement of 
reporting requirements, auditing, and program evalua- 
tion. HEW's hands-off approach was in marked contrast 
to the growing sentiment in the pertinent Congressional 
committees favoring increased controls over the block 
grant program. 

The stand-off between the political branches of the 
national government, in turn, tended to strengthen the 
Congress' preference for enacting categorical grants and 
maintaining the funding of the Section 3 14(d) program 
at a relatively low level. It also led to an ironic situation 
in 1975 where the Ford Administration was urging the 
scrapping of the PHA for fiscal reasons while retaining 
the health categoricals because of their strong clientele 
support and likely prospects for continuation. Although 
the block grant was renewed with few major changes, it 
was slated for merger with 21 other federally aided 
health grants under President Ford's proposed "Finan- 
cial Assistance for Health Care Act." 

In summary, the failure t o  achieve an effective 
operational balance between the concerns of the states 
and those of the federal government ultimately pro- 
duced a program with meager funding, only a few really 
powerful supporters (chiefly state and county health 
officials), and an uncertain future. In other words, state 
dominance fostered federal disinterest. 

Grantee Certainty 

With 
allocated 
effect of 
tors and 

respect to the test of whether grants are 
on a statutory formula basis, which has the 

narrowing the discretion of federal administra- 
providing grantees with some sense of fiscal 

certainty, the response is a qualified "yes." 
Grants were to be awarded to states contingent upon 

HEW's approval of a state plan for comprehensive public 
health services submitted by state health and mental 
health agencies. The distribution formula was based on 
population and financial need. Requirements for match- 
ing were variable, ranging between one-third and two- 
thirds of a state's total expenditures under its Section 
314(d) allotment and depending on its per capita income 
level. In addition, a hold-harmless clause was included to  
ensure that eabh state would receive at least as much 
money under the block grant as it had under the 



categorical formula grants. Compared to the prior health 
grants, this arrangement narrowed HEW'S discretion and 
strengthened the recipients' sense of certainty. The latter 
was enhanced further by the deletion of the matching 
requirement in the 1975 amendments t o  the act. 

At the same time, it should be remembered that the 
original expectation that the PHA appropriation would 
quickly grow to four t o  five times the initial $62.5 
million authorization never materialized. "Certainty ," in 
a very real sense, merely meant that from 1970 through 
1976 the states could expect to share in a total $90 
million annual appropriation. 

From the local (mainly county) vantagepoin t ,  the 
act's requirements that block grant funds be "made 
available" t o  other public and private nonprofit organi- 
zations and that 70% of the funds be spent on "services 
in communities" were largely left to state interpretation 
and implementation. Funds were not required to be 
passed through to local or areawide comprehensive 
health planning (CHP) units, and the act's legislative 
history appeared to indicate that the requirement for 
70% of the funds to be used to provide "services in 
communities" could be met by local agencies or by the 
state directly. Four-fifths of the states now involve local 
or regional public agencies-but rarely nonprofit organi- 
zations-in the operation of their Section 3 14(d) pro- 
gram. The suballocation method, however, is state- 
determined as, in most cases, are the expenditure 
priorities. This suggests a pattern of strong state-level 
program discretion and some fiscal certainty, but little 
corresponding flexibility or certainty for participating 
local governments and private health services providers. 

Generalist Involvement 

PHA meets the fifth block grant test in all major 
respects: eligibility provisions are fairly specific, rela- 
tively restrictive, and tend to favor general purpose 
governmental units, elected officials, and administrative 
generalists. Governors were clearly designated in the act 
as the prime eligible recipients. Also, various other 
statutory provisions that might have undercut their 
dominant role were written or applied in such a way as 
to bolster the state position. As noted above, block grant 
funds were required to  be "made available" by state 
health agencies t o  other public and private nonprofit 
organizations in order to receive their "maximum par- 
ticipation" in providing assisted services. Yet, the manner 
in which the funds were to be made available and the 
measures of maximum participation to  be used were not 
specified. 

On another front, the link between the program and 
local or areawide and state comprehensive health plan- 
ning was largely left t o  chance. Block grant-supported 
services merely had to  be "in accord with a state CHP 
plan," and no relationship with local CHP efforts was 
spelled out. In addition, the 70% community services 
requirement, if interpreted differently, could have seri- 
ously retarded state ascendancy in the program. 

In summary, the states have been the dominant 
partners in the PHA block grant. Yet, the fiscal 
magnitude of the program is so small relative to other 
grants in the health area that PHA has been subsumed at 
the state level and virtually ignored by the federal 
administering agency. In this atmosphere, the fact that 
the block grant has been a gap filler rather than a 
launching pad for new initiatives or major undertakings 
is not surprising. 

SAFE STREETS: A CASE OF 
"CREEPING CATEGORIZATION" 

Unlike Partnership for Health, the crime control 
block grant was not formed through a consolidation of 
categoricals. Although a small project grant existed for 
three years prior t o  approval of the Omnibus Crime 
Control and Safe Streets Act of 1968 (and subsequently 
was folded into the program), this act was the first and 
only attempt to date to make use of the block grant 
instrument from the outset. Partly for this reason, it 
differs markedly from its health predecessor in the 
extent to which the five basic traits are reflected in 
practice. 

A second major difference between the two programs 
is the objectives sought by their respective proponents. 
The Safe Streets Act was shaped in a highly sensitive 
political environment, and political compromise has 
characterized the Congressional consideration of this 
program throughout its existence. Law enforcement, 
after all, has been a traditional and significant function 
of state and local governments, and fears arose about 
establishment of a national police force and improper 
exercise of the U.S. Attorney General's powers. As a 
result, although coordination, economy and efficiency, 
and, to a lesser degree, program enlargement were 
influential elements in the design of the block grant, 
policy and administrative decentralization was the 
pivotal objective. 

Functional Scope 

The first question to be addressed-Does the act 
authorize federal aid for a wide range of activities within 



the broad law enforcement and criminal justice area?- 
can be answered affirmatively. Block grants may be used 
by state and local governments to support a variety of 
activities undertaken by virtually all components of the 
criminal justice system. These programs include: law 
enforcement training, personnel compensation, and 
career development, detection and apprehension; riot and 
civil disorders control; crime prevention, including pub- 
lic education ; correction and rehabilitation ; juvenile 
delinquency prevention and control; prosecution, court, 
and law reform; community relations; organized crime 
control; research and development; construction; and 
crime statistics and information. 

The Safe Streets Act ,  however, is not the only source 
of technical and financial assistance provided to states 
and localities by the federal government. The Federal 
Bureau of Investigation, the Bureau of Alcohol, To- 
bacco, and Firearms of the U.S. Department of the 
Treasury, the National Institute on Drug Abuse, and the 
Bureau of Prisons are additional federal agencies in- 
volved in intergovernmental crime prevention and con- 
trol activities. In fiscal year 1976, three-four ths of the 
$1.2 billion federal expenditures provided to  assist state 
and local crime and juvenile delinquency reduction 
efforts was channeled through the act's federal adminis- 
tering agency-the Law Enforcement Assistance Admin- 
istration (LEAA) of the U.S. Department of Justice. 

Block grants awarded to  states pursuant to Part C of 
the act (action programs) account for approximately 
half of LEAA's total budget authority, which amounted 
to $81 1 million in fiscal year 1976. However, in 
assessing the impact of these funds, their relatively small 
fiscal magnitude for states and localities must be kept 
in mind. Although LEAA's present appropriations level 
is nearly 13 times that of fiscal year 1969, this figure 
represents less than 5% of annual state and local 
own-source outlays for crime reduction purposes. 

Recipient Discretion 

With respect to the second test, recipients of crime 
control block grants are given substantial discretion in 
identifying problems and designing appropriate pro- 
grams. Unlike many categorical programs enacted by the 
Congress during the 1960s, the Safe Streets Act  called for 
the states t o  prepare comprehensive statewide plans for 
criminal justice improvements; to review and approve 
applications from state agencies, regional planning units, 
and local governments for programs implementing the 
plans; t o  coordinate implementation efforts; and to  
monitor and evaluate recipient performance. Each state 

has set up a state planning agency (SPA) for criminal 
justice to perform these tasks. Policy decisions and grant 
awards are made by a supervisory board that is broadly 
representative of functional, governmental, and citizen 
interests, with SPA professional staff members exercising 
varying degrees of influence. 

Although the crime control block grant is largely a 
state-oriented program, certain statutory provisions re- 
strict their flexibility over the use of funds. The most 
significant curb on discretion resulted from Congres- 
sional categorization, which has converted the Safe 
Streets Act  into a hybrid block grant. In 1971, Part E 
was added to the act, establishing a program of financial 
aid for corrections institutions and facilities. In order to 
receive assistance under this part, the states have to 
maintain their level of correctional funding under Part C 
action programs. The amounts available have ranged 
from between 15% and 20% of the total Part C block 
grant appropriation. Fifty percent of the Part E funds 
are allocated to  the states in accordance with a popula- 
tion-based formula, while the remainder are discre- 
tionary funds to be used by LEAA to finance project 
grants designed by states and localities. Part E has 
imposed additional planning, reporting, and coordina- 
tion requirements on SPAs and has provided a strong 
inducement for the allotment of more federal dollars to 
corrections. 

In addition to earmarking for corrections, in 1974 the 
Congress passed the Juvenile Justice and Delinquency 
Prevention Act,  which required that Part C funding for 
juvenile delinquency programs be maintained at the 
fiscal year 1972 level. The 1976 amendments rejected 
the arguments by spokesmen for the courts that a 
separate category of financial assistance for the judiciary 
should be established, as well as the Ford Administra- 
tion's proposal for a separate high-crime program with 
the block grant. Nevertheless, $15 million each year was 
earmarked for neighborhood crime prevention, and 
19.15% of all LEAA appropriations were set aside for 
juvenile justice purposes. In addition, SPAs were re- 
quired to  set up judicial planning committees t o  prepare 
annual plans and establish priorities for court improve- 
ment and to develop projects toimplement them. SPAs 
must make available to these committees at  -least 
$50,000 in Part B planning funds each year. The 
amendments also provided that the courts have a 
minimum of three representatives on the supervisory 
board and receive an adequate share of block grants. 

The Safe Streets Act  contains at  least four other 
provisions that limit recipient discretion. First, matching 
is required at varying rates highlighting Congressional 
priorities. In 1968, federal aid covered 75% of the costs 



of riot and civil disorders control, 50% of construction 
projects, and 60% of all other action programs. Small 
wonder that during the initial years of the program, 
substantial amounts of funds were used to  purchase 
police hardware. In 1971, the Congress authorized 
federal funds to be used to cover up to 90% of the costs 
of correctional programs under Part E. Two years later, 
Congress raised the federal share for Part C grants to 
9076, with the exception of construction, which re- 
mained at the 50% level. 

A second string limits the amount of funding for 
personnel compensation to not more than one-third of 
project costs, a measure designed to  avoid dependence 
on federal dollars for salary support. Thirdly, each state 
is required to submit annually a comprehensive plan to  
LEAA for review and approval. The organization and 
contents of this plan are prescribed in detail by law. 
Fourth, Part C contains several provisions calling upon 
SPAS, in particular, to emphasize a wide range of 
Congressionally mandated concerns, including the fol- 
lowing: 

No state plan shall be approved as compre- 
hensive unless the administration finds that 
the plan provides for the allocation of 
adequate assistance to deal with law enforce- 
ment and criminal justice problems in areas 
characterized by both high crime incidence 
and high law enforcement and criminal 
justice activity. No state plan shall be ap- 
proved as comprehensive, unless it includes a 
comprehensive program, whether or not 
funded under this title, for the improvement 
of juvenile justice. . . . 

No plan shall be approved as comprehensive 
unless the administration finds that it estab- 
lishes statewide priorities for the improve- 
ment and coordination of all aspects of law 
enforcement and criminal justice, and con- 
siders the relationships of activities carried 
out under other federal programs, the gen- 
eral types of improvements to be made in 
the future, the effective utilization of ex- 
isting facilities, the encouragement of co- 
operative arrangements between units of 
general local government, innovations and 
advanced techniques in the design of institu- 
tions and facilities, and advanced practices in 
the recruitment, organization, training, and 
education of law enforcement and criminal 
justice personnel. It shall thoroughly address 

improved court and correctional programs 
and practices throughout the state. . . . 

In making grants under this part, the admin- 
istration and each state planning agency, as 
the case may be, shall provide an adequate 
share of funds for the support of improved 
court programs and projects, including proj- 
ects relating to prosecutional and defender 
services. 

Over the years, categorization, earmarking, and the 
addition of other statutory provisions have produced a 
complex and bewildering array of program requirements. 
The resulting progressive narrowing of recipient discre- 
tion is diagrammed in Figure 1. 

In addition to  federal constraints on recipient discre- 
tion, four-fifths of the states have adopted policies that 
exclude certain activities from funding and encourage 
others, with the result of reducing local flexibility. For 
example, some states have discouraged the funding of 
routine activities by prohibiting the use of LEAA monies 
for equipment and construction. Others have attempted 
to  maximize the reform potential of this federal aid by 
setting eligibility standards for applicants, such as 
requiring police departments t o  meet the SPA'S mini- 
mum standards for police services or local governments 
t o  submit a joint application for a project having 
regional significance (e.g., a correctional institution or a 
communications system). 

The Safe Streets Act experience suggests that as block 
grants filter down through the intergovernmental sys- 
tem, the addition of substantive strings is likely, restric- 
ting the flexibility of ultimate recipients in tailoring 
federal aid to their priority needs. The impact of these 
strings, however, may be difficult t o  predict or to 
measure. For example, under a federal-state block grant, 
some local officials may not perceive any significant 
differences between block and categorical grants in the 
degree of discretion they are allowed to  exercise over the 
use of funds. On the other hand, contrary t o  what might 
be assumed from the preceding discussion, SPA officials 
do not appear to believe that the original restrictions or 
the subsequent hybridization have unduly curbed their 
flexibility. In response to  a 1975 ACIR survey, 43% of 
the SPA directors indicated they had "great" discretion 
over the control and use of funds and 61% reported hav- 
ing "great" discretion in establishing action grant cate- 
gories. These views underscore the importance of opera- 
tional experience, as well as the language of legislation 
and administrative regulations and guidelines, in under- 
standing how a block grant works, in practice. 
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FIGURE I 

Evolution of Statutory Requirements 
in Crime Control Block Grant Program 
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SOURCE: U.S. Department of Justice, Law Enforcement Assistance Administration, "Summary of the Statutory Development of the LEAA Block Grant Program," 
November 16, 1976 (mimeo). 
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Program Conditions 

With respect to other types of conditions, planning, 
administrative, and paperwork requirements are not 
really designed to limit LEAA intrusiveness. Two stat- 
utory provisions have had a major effect on SPA 
planning and decisionmaking. First, SPAs are required to 
approve or disapprove applications for assistance within 
90 days of receipt. Second, and more importantly, Part 
C of the act lists those areas that must be adequately 
addressed by the state comprehensive plan for criminal 
justice improvement. LEAA's regional offices review 
SPA submissions and, in lieu of plan disapproval, 
normally issue "special conditions" that must be met 
within a specified time period in order for the state to be 
in compliance with the act. 

The Part C and Part E %uidelines, promulgated by 
LEAA each year, form the basis for development of the 
annual comprehensive plan. These guidelines consist of 
detailed discussion of and specific requirements for each 
of the Congressionally mandated sections of the plan, 
including: (1) a description of existing law enforcement 
and criminal justice systems (including juvenile justice) 
and available resources; (2) an analysis of needs, prob- 
lems, and priorities; (3) a description of the state's law 
enforcement and criminal justice standards and goals; 
(4) a multiyear projection of improvements; (5) a 
review of related federal, state, and local plans, pro- 
grams, and systems; (6) a description of the annual 
action programs; (7) a past progress report (primarily an 
evaluation of previously funded projects); and (8) a 
statement of compliance with statutory requirements. 
The comprehensive plan guidelines do  not require 
separate annual plans for Parts C and E but do mandate 

. that the special Part E assurances required by law be met 
in a number of places throughout the annual plan. 

Many of the strongest complaints about the block 
grant program by SPA directors-and, in some instances, 
other state, regional, and local officials-center on the 
guidelines, which are considered restrictive, incomplete, 
repetitive, and overly detailed. A concern frequently 
expressed by SPAs relates to the financial reporting 
procedures and amount of paperwork required by 
LEAA, which overloads their staff and leaves little time 

functional categories t o  assure both itself and the 
Congress that the states are adequately addressing all 
components of the criminal justice system. Although 
SPAs may and do  develop their own categorized struc- 
ture, they are required to cross reference their plan's 
program and funding information with LEAA's stan- 
dard functional categories, as specified in the annual 
planning guidelines. 

SPAs divide their block grant appropriations into a 
number of functional "pots" corresponding to the 
programs that constitute their category structure. Ap- 
plications are funded from these pots until the money 
has been expended. If more applications of merit are 
submitted than can be covered by available funds in a 
particular area, the SPA must either deny some pro- 
posals' funding or transfer funds from underutilized pots 
to cover the deficit. If this transfer involves more than 
15% of the funds, the SPA must request LEAA approval 
of a plan amendment; this approval is almost always 
granted. 

Functional categories have limited the flexibility of 
both the SPA and potential applicants. In some states, 
the funded programs are so specifically defined that 
numerous activities and/or eligible recipients are ex- 
cluded. Hence, city and county applicants may find that 
these categories do not adequately recognize their needs 
and priorities or are unresponsive to local initiatives or 
emergencies. Although the approval of plan amendments 
is routine, the amount of time and paperwork involved 
in securing most allocation changes often leaves local 
officials believing that block grant planning and funding 
allocation decisions are, at best, a ritual. This condition 
is exacerbated by the inflexibility resulting from a large 
proportion of federal funds for the support of ongoing 
programs; on the average, 50% of the fiscal year 1975 
state allocations were set aside for this purpose. 

In summary, the block grant approach-at least in the 
crime control area-does not necessarily minimize fed- 

/era1 strings. In fact, conditions imposed by the grantor 
and paperwork required of the grantee may be increased 
to assure Congressional committees that the intent of 
the statute is being adequately met. This situation may 
lead to  administrative categorization being as instrusive, 
if not more so, than statutory categorization. 

for genuine planning. As a result, the plan has become, 
in the view of some states, a compliance document Grantee Certainty 
rather than an instrument for systematically addressing 
present and future state and local crime reduction needs. With regard to ,the fourth block grant trait, crime 

In addition to guideline intrusiveness, administrative control block grants are distributed on the basis of a 
categorization of Part C block grants has occurred as a statutory formula, which narrows LEEA's discretion. 
result of LEAA actions. Almost since the inception of However, the amount of fiscal certainty depends on the 
the program, LEAA has encouraged the use of standard type of recipient. 



As indicated previously, half of LEAA's annual 
budget authority is accounted for by Part C block 
grants, 85% of which are distributed to the states on the 
basis of population. The remaining 15% of the Part C 
appropriation compises a discretionary fund, which 
LEAA considers as its "categorical" program. Although 
applications for discretionary funds are reviewed by the 
SPA and must conform with the state comprehensive 
criminal justice plan, LEAA decides on their allocation 
and purpose. Discretionary funds have supported a wide 
variety of undertakings; in the case of the judiciary and 
high-crime local jurisdictions, there is some evidence that 
these monies have been used to  fill gaps in block grant 
awards. 

Local grantees do not possess a high degree of 
certainty with respect to the receipt of block grants 
because the statutory formula applies only to the 
aggregate for the substate level. SPAs must passthrough 
an amount proportionate to the local share of total 
direct state-local criminal justice expenditures in the 
preceding fiscal year. However, the SPAs decide which 
jurisdictions will receive support, what programs will be 
funded, and whether presently aided activities will be 
continued. 

Since the inception of the program, heated debate has 
arisen over whether SPAs are allocating a proportionate 
share of action funds t o  those major cities and urban 
counties with the highest crime rates. Although the 
Congress has stated that no state plan is to be approved 
by LEAA unless it provides for the allocation of 
adequate assistance to  areas having both "high crime 
incidence and high law enforcement and criminal justice 
activity," representatives of the nation's local govern- 
ments have argued that both the states' response and 
LEAA's enforcement have been uneven. They assert that 
greater amoubts of action monies need to be targeted to 
high-crime areas on a continuous basis, and that such 
concentration of the relatively limited federal resources 
is the only way to reduce crime. 

ACIR's probing of this issue revealed that several 
large cities individually receive substantially fewer funds 
than would appear warranted by their share of state 
crime rates or population. However, several states have 
achieved a jurisdictionally balanced funding pattern, 
particularly if crime control actions are considered 
within the framework of a city-county criminal justice 
system. Counties, after all, have been assigned significant 
responsibilities in operating the courts and correctional 
institutions, as well as performing law enforcement 
functions in unincorporated and some incorporated 
areas. Cities, on the other hand, are heavily involved in 
providing police protection, and t o  a lesser degree, in 

performing certain prosecutorial and judicial activities. 
Analysis of the flow of block grant assistance over the 
years in terms of city-county criminal justice systems 
across the country reveals that larger jurisdictions have 
received action funds generally in proportion to  their 
share of state population and slightly below their share 
of state crime rates. 

In short, although gaps still remain in some states' 
effort, the present statutory provisions calling upon both 
LEAA and the SPAs to  give adequate attention to the 
needs of high-crime areas appear t o  have had a positive 
effect. At the same time, local government spokesmen 
have not been deterred from proposing amendments to 
the act that would establish a separate block grant 
program for major cities and urban counties, or com- 
binations thereof, or that would require SPAs to 
earmark a portion of their Part C allocation for these 
jurisdictions. Largely in response to  concerns over 
funding certainty, the Congress provided in the 1976 
amendments that SPAs must establish procedures under 
which local governments, or combinations thereof, of 
250,000 or more population could submit annually a 
local comprehensive plan. Approval by the SPA would 
trigger a "mini-block grant" award to  implement the 
plan. 

Generalist l nvolvement 

The final test-Are eligibility provisions fairly 
specific, relatively restrictive, and do they favor general 
purpose governmental units, elected chief executive and 
legislative officials, and administrative generalist? -results 
in a basically affirmative answer for the Safe Streets Act. 
\ 

Part of this question has been resolved already- 
eligibility for crime control block grants is statutorily 
specified and restricted to general purpose units. With re- 
spect to the remaining issue, a key feature of the block 
grant instrument is the enhancement of the power posi- 
tion of elected chief executives and legislators and top 
administrative generalists vis-a-vis functional specialists. 
For example, the act calls for the creation of supervisory 
boards at the state and, where used, regional levels 
composed of representatives of various governmental, 
functional, and public interests. In the 1973 amend- 
ments, the Congress affirmed this position by requiring 
that a majority of the members of regional planning 
(RPU) boards be local elected officials. However, some 
confusion gas arisen over who qualifies as a "local 
elected official." In some states, sheriffs, judges, and 
prosecutors are considered to be part of this category. 
This imprecision has led to  inconsistent representational 
policies and has effectively thwarted the Congress' 



objective in mandating such representation. For 
example, approximately one-third of the regional and 
local officials responding to a 1975 ACIR survey 
indicated that the requirement had produced no effect 
on RPU supervisory board decisionmaking. 

At the state level, the governor normally establishes 
the SPA, names supervisory board members, and directs 
other state agencies to cooperate with the SPA. The 
governor also may designate RPUs. In the 35 states 
lacking a statutory basis for the SPA, these activities are 
accomplished by executive order and may be changed 
periodically in response to gubernatorial turnover, ex- 
ecutive branch reorganization, and other factors. Despite 
their formal responsibilities under the act, most gover- 
nors have not played an active role in the crime control 
program on a day-to-day basis. The governor's influence 
is generally exercised through the selection of supervi- 
sory board members and appointment of the SPA 
director. In part, this level of participation reflects the 
heavy demands on the chief executive's time, as well as 
the relatively small amount of funds available. 

One effect of the limited gubernatorial involvement 
has been restriction of the SPA to activities related to 
the Safe Streets Act, even though the block grant instru- 
ment is supposed to address crime control in a system- 
wide context. With few exceptions, SPAs have not been 
authorized to  collect criminal justice data from other 
state agencies, to develop comprehensive plans for the 
entire criminal justice system, or to influence state re- 
source allocation decisions through review and comment 
on the appropriation requests of its law enforcement and 
criminal justice agencies. Neither the representation of 
these agencies on supervisory boards nor the provision of 
planning and technical assistance to them have been suc- 
cessful in enabling SPAs to become a more integral part 
of the state criminal justice system. As a result, SPAs are 
still viewed largely as planners for and dispensers of 
federal aid. 

Another consequence of the "governors program" 
image of the Safe Streets Act ,  as well as the relatively low 
funding level, has been limited state legislative involve- 
ment. Although the legislature appropriates matching 
and buy-in funds, makes decisions about assuming the 
costs of projects, and in 20 states sets up the SPA, its 
awareness of and substantive participation in the pro- 
gram has been quite limited. In many states, the 
legislature has no real say in planning and policy 
decisions, but is expected routinely to fund programs 
submitted by the governor and the SPA. Where legis- 
latures have attempted to assert a more aggressive role, 
their efforts frequently have been resisted by the 
governor and by LEAA. However, their lack of involve- 

ment makes it difficult for the legislature to mesh 
federal an ti-crime funds with state criminal justice 
outlays, t o  exercise effective oversight, and to  relate this 
program to any broader efforts in reforming the criminal 
justice system. In response to these problems, the 1976 
amendments provided for an "advisory" review of SPA 
comprehensive criminal justice improvement plans by 
the legislature prior to their submission to LEAA. 

Generalist participation is not easy to  achieve-even 
under a block grant. The amount of interest and 
involvement on the part of these individuals appears t o  
be largely dependent on the amount of federal funds 
available, whether the generalist is a part or full-time 
official, and the degree of statutory clarity with regard 
to participants, their roles, and their authority. 

CETA: A CASE OF "HYBRIDIZATION" 

Title I of the Comprehensive Employment and 
Training Act of 1973 (CETA) established a block grant 
through the consolidation of 17 categorical programs. 
Decentralization, coordination, generalist control, and 
economy and efficiency were the major objectives 
sought by proponents of this approach. Unlike the 
health and crime control block grants, direct funding of 
local governments was authorized even though the states 
played a major role in planning, coordination, evalua- 
tion, and service delivery. Moreover, CETA emerged 
from a special revenue sharing proposal developed as 
part of the Nixon Administration's "new federalism" 
domestic agenda. The block grant, therefore, was a 
compromise between the categorical and revenue sharing 
decisionmaking models. However, many of the assump- 
tions about how decategorization and decentralization 
would work were untested. 

The implementation process proceeded cautiously 
and was heavily conditioned by fluctuating national 
economic conditions, spiraling unemployment rates, 
pressures from old categorical interests, and recipient 
experiences with general revenue sharing. A more basic 
factor was the difficulty experienced by key program 
participants in grasping the essential traits of the block 
grant and in understanding the implications of using this 
instrument. 

Functional Scope 

CETA only partially meets the first test of a block 
grant-whether there is a statutory authorization of a 
wide range of activities covering a broad functional area. 
Although Title I provides for "comprehensive manpower 



services," in fiscal year 1976 the scope of the block 
grant was limited to only about three-tenths of the total 
CETA appropriation and one-sixth of the overall federal 
aid for employment and training purposes. Thus, 
although it accounts for more than $1.3 billion in annual 
outlays, the block grant is only a small piece of the 
manpower pie. 

Title I of CETA did little to curb the historical 
fragmentation of federal aid for manpower-related pur- 
poses. Many of these programs were beyond the jurisdic- 
tion of the Congressional committees that designed 
CETA and, therefore, were not directly affected by its 
passage. Even after consolidation, 47  categorical grants 
remain in this field, two-thirds of which are project 
based. These are administered by 10 federal departments 
and agencies. Within the framework of the act, the 
Congress attempted to develop a mixture of block and 
categorical program authorizations that would strike an 
acceptable compromise be tween national and sub- 
national objectives. 

From the outset, CETA embodied a hybrid block 
grant. The 17 programs folded into Title I were 
surrounded by a cluster of categoricals aimed at public 
service jobs, emergency employment, the Job Corps, and 
special target groups like youth, Indians, and migrant 
and seasonal workers. This approach was a politically 
viable way to assure the Congress, the federal and state 
manpower bureaucracies, and various interest groups 
that programs of proven past popularity or of national 
implication due to  contemporary conditions would not 
be adversely affected by decategorization and decentral- 
ization. 

This legislative strategy generated several management 
problems. Most local recipients had little prior planning 
experience and no operational experience in the man- 
power area. However, the early implementation process 
was facilitated by the fact that Title I covered a wide 
range of services and activities that could , be readily 
packaged to  meet the needs of particular labor market 
areas. Yet, whenever sponsors had to draw on categorical 
programs that were outside of CETA and administered 
by other agencies-such as HEW or state employment 
services-coordination became a problem. 

The Employment and Training Administration (ETA) 
of the U.S. Department of Labor attempted to  facilitate 
integration of block and categorical programming by 
entering into interagency agreements, publishing techni- 
cal assistance guides and program inventories, and 
offering advice. The lack of sponsor familiarity with 
either instrument, however, led to difficulties in devel- 
oping links between them. The block grant, therefore, 
could not serve as an effective catalyst for coordinating 

manpower programs or for filling gaps in service delivery 
remaining after categorical funding. 

Recipient Discretion 

The second block grant test deals with the extent of 
recipient discretion in identifying and prioritizing needs 
and allocating resources to meet them. In federal 
programs using this aid instrument, recipient flexibility 
in these matters should be relatively more than under a 
project or formula-based categorical but less than under 
general revenue sharing. Title I of CETA falls between 
these extremes. 

Manpower block grants are authorized for a variety of 
purposes, including in take, classroom and on-the-job 
training, supportive services, information gathering, as- 
sistance to community-based organizations, public em- 
ploymen t programs, special target group services, and 
Job Corps programs. These funds may be. used in 
conjunction with categorical grants under the other 
titles. The mix and the beneficiaries of these services are 
determined by recipients, who are termed "prime 
sponsors." The activities t o  be undertaken are specified 
in a plan submitted annually to the Secretary of Labor 
for approval. The only real statutory constraint is very 
general: sponsors must give adequate attention to 
economically disadvantaged , unemployed, and underem- 
ployed, and to  those "most in need." Moreover, spon- 
sors have considerable leeway in determining whether 
these target groups are best served by programs geared to  
the disadvantaged, to structural unemployment, or to 
cyclical unemployment. 

During the first year of implementation, many 
sponsors did not use their discretion to the extent 
anticipated by block grant supporters. The majority 
relied on previously existing categorical programs as a 
basis for determining the service target groups and the 
service providers. However, as national economic and 
local unemployment conditions worsened, some changes 
were made, including a reduction in the number of 
contracts with the state employment service, a sharp 
decline in the amounts spent' for classroom training, a 
significant increase in work experience outlays, and a 
gradual assumption of a direct servicing role by some 
prime sponsors. 

The initial tendency to renew previous categorical 
relationships was understandable in light of the fairly 
widespread sponsor unfamiliarity with the manpower 
field. In many areas, categorical programs were an 
important souice of stability and continuity during the 
transition period. The decisions by prime sponsors to 
change program directions in response to  the rising 



unemployment curve underscores their growing capacity 
to use the discretion inherent in the block grant. 

At the same time, certain problems arose as a result 
of wide sponsor latitude. A major concern was the use of 
nearly half of fiscal years 1975 and 1976 Title I formula 
allocations for public service jobs or for equivalent 
programs (e.g., work experience). Although prime spon- 
sor decisions t o  allocate resources in these manners were 
consistent with the block grant concept, countercyclical 
hiring diverted attention away from the long-term CETA 
goal of placing unemployed persons in unsubsidized 
jobs, primarily in the private sector. Moreover, in the 
view of some observers, continued use of public service 
employment could lead to  the substitution of federally 
supported positions for those that would have been 
funded with local revenues. It also duplicated other 
federal programs that provide countercyclical assis- 
tance- -Titles I1 and VI of CETA, general revenue shar- 
ing, and the anti-recession provisions of the Public 
Works Employment Act of 1976. This substitution 
effect contradicts the intent of the act. Although ETA 
has begun to encourage greater sponsor attention to 
private sector employment and to on-the-job and other 
skills training programs, it has considerably less leverage 
in accomplishing this goal under the block grant than 
under the previous categorical programs. Sponsor resis- 
tance to this change also may be highly likely unless 
major gains are registered in reducing unemployment 
rolls. 

Another problem associated with the exercise of 
prime sponsor discretion is the role of the state 
employment service (SES) 3s provider of manpower 
programs. Prime sponsors have been less inclined to 
contract with the SES than was the case when these 
agencies were considered the presumptive deliverers of 
certain categorically funded services. For bureaucratic as 
well as programmatic reasons, ETA has supported the 
continued use of the intake, assessment, counseling, and 
other activities of SES agencies. Of particular concern is 
the possibility of CETA-funded efforts duplicating those 
of the SES in the same labor market. Many sponsors, 
however, have not acceded to ETA's wishes and have 
been reluctant to cooperate and coordinate with the 
SES. 

In these and other problem areas, the exercise of 
sponsors' discretion may lead to intergovernmental 
tensions as ETA attempts to ensure that resource 
allocation decisions are compatible with Congressional 
intent, long-term employment and training needs, and 
efficient and effective management practices. Although 
ETA may inform, encourage, assist, support, or take 
similar noncoercive actions to influence sponsor deci- 

sions, it also could simply mandate changes through its 
plan review and approval authority. This move would 
require a delicate balancing act, especially as sponsor 
sophstication grows and if local unemployment rates 
remain high. 

Program Conditions 

The preceding discussion of potential friction points 
provides a background for an examination of how CETA 
meets the third block grant test-whether federally 
established requirements are sufficient t o  ensure that 
national objectives are being achieved while not unduly 
burdening recipients with red tape. To  date, CETA 
appears to have met this test. 

ETA has four major statutory responsibilities: setting 
national objectives, priorities, and performance stan- 
dards; furnishing technical assistance; reviewing and ap- 
proving prime sponsor plans; and assessing their compli- 
ance with provisions of the act, success in goal achieve- 
ment, and program effectiveness. During the first year of 
implementation, ETA basically followed a revenue 
sharing style of administration. Although relationships 
varied from region to region, generally speaking ETA 
was far from intrusive. In fact, in some regions it was 
almost invisible. Many sponsors- and some DOL region- 
al offices-believed that greater technical assistance and 
guidance should have been provided during the startup 
period. Outside observers of CETA's implementation 
criticized ETA for being too willing to bend its regula- 
tions in order to fund prime sponsors and for empha- 
sizing procedural rather than substantive compliance. 
This "soft" treatment. they observed, was underscored 
by the fact that no plans were disapproved by the 

,regional offices, even though several were returned to 
sponsors for changes. 

Beginning with fiscal year 1976, ETA became more 
active in its stewardship of the block grant. Sponsors 
were required to report more frequently and to supply 
more information on their fiscal transactions. participant 
characteristics, placement rates and costs, and related 
matters. Public hearing and auditing procedures also 
were tightened, as were definitions of key terms in the 
act. Some sponsors viewed these actions as the first sign 
of ETA's movement back toward a categorical mode of 
operations, which would soon be followed by substan- 
tive intervention and second guessing. 

Grantee Certainty 

With respect to the fourth block grant test, four-fifths 
of the Title I funds are distributed on a statutory 
formula basis. In short, who receives aid is determined 



largely by objective measures of need rather than by 
grantsmanship. Hence, ETA's discretion and influence in 
allocating resources is narrowed relative to that which 
would be exercised under a project-grant approach. 

CETA does not require that local grant awards must 
pass through the state. Yet, despite the presence of a 
direct federal-local relationshp, the amount of fiscal 
certainty possessed by some prime sponsor is not 
altogether clear. The tripartite statutory formula (unem- 
ployment, low-income persons, previous year funding 
level) and the 90% hold-harmless provision give sponsors 
assurance that their CETA funding will not fluctuate 
greatly from year to year. Data and definitional prob- 
lems, however, cloud the picture. The Department of 
Labor is responsible for gathering timely and accurate 
local labor market information and for making estimates 
on labor force, employment, and unemployment for 
individual local governments. Because these figures are 
based partly on decennial census or other population 
surveys, they are often not very reliable. These data 
problems hardly convey a sense of certainty, particularly 
for jurisdictions with marginal eligibility for prime 
sponsorship. 

For the most part, however, the statutory dis- 
tribution formula provides eligible prime sponsors with a 
reasonably high degree of assurance on funding matters. 
Opportunities for grantor intrusiveness are further 
diminished by the earmarking of nearly all of the 
Secretary's discretionary fund. Half of these monies go 
to  governors for local vocational training services, 
coordination and special statewide services, and opera- 
tion of the state manpower services council. The 
remainder are set aside for consortium incentives or for 
hold-harmless payments. 

Although a high degree of certainty may be asso- 
ciated with the distribution of block grants, whether 
these awards are equitable and effective is subject t o  
debate. For example, the emphasis of the unemploy- 
ment factor in the formula has resulted in substantial 
amounts of Title I funds being diverted to suburban 
counties and rural communities at the expense of central 
cities, for use largely as a countercyclical tool. Although 
the latter jurisdictions have the most pressing employ- 
ment and training needs, ETA can do little t o  redirect 
the dollar flow to  give greater attention to structural 
unemployment. Moreover, unlike other block grant 
programs, nearly all Title I discretionary funds are 
earmarked; the Secretary of Labor cannot use them to  
fill gaps remaining after making the formula allocations. 

A second concern related to  the certainty issue 
involves the fragmentation of local labor market areas. 
In designating prime sponsors, insufficient attention has 

been given to the fragmentation effects. This situation is 
due, in part, to the specificity of statutory provisions 
defining eligibility, which limits ETA's discretion. Al- 
though the act authorizes incentive funds to encourage 
the formation of consortia, these guidelines are rather 
loose and cover a variety of interlocal relationships that 
may change from year t o  year. Hence, consortia have 
been found to  cover a labor market area entirely, 
partially, or not at all. 

The basic point emerging from these two problem 
areas is the need for some balance between grantee 
certainty and reasonable grantor leverage. In Title I of 
CETA, certainty may have come at a sacrifice of equity 
and/or effectiveness. 

Generalist l nvolvement 

The final block grant test covers the extent t o  which 
the statute defines eligible recipients and gives pref- 
erence to elected officials of general purpose local units 
as opposed to  private nonprofit organizations and 
functional specialists. Title I of CETA contains both 
characteristics. 

The major breakthrough of the CETA block grant 
was its reliance on local elected officials as prime 
sponsors. Although this departure from the categorical 
approach created problems of delay and misjudgment 
resulting from unfamiliarity with the manpower field, 
the initial costs of involving such officials were thought 
to be well worth the benefits. 

Whether or not local elected officials will assume 
major decisionmaking responsibilities for manpower 
needs and .priorities, plan and program contents, service 
deliverers, and other matters remains to be seen. The 
early experience with planning councils suggests the 
desire of these officials t o  play a leadership role, but the 
CETA administrator and staff continue to  dominate 
decisionmaking in many places. Although no common 
pattern emerges, the block grant clearly does provide 
generalists with an opportunity t o  exert considerable 
influezce. However, the nature, extent, and effect of 
their involvement are conditioned by several factors, 
including local unemployment rates, CETA funding 
levels, and whether the elected official occupies a part 
or full-time position. 

COMMUNITY DEVELOPMENT: 
LOCALIZATION OF THE BLOCK GRANT 

After many years of debate, the Congress in 1974 
enacted the Housing and Community Development Act, 
which consolidated a number of separate project-grant 



programs. Unlike its predecessors, the community devel- 
opmen t block grant (CDBG) completely bypassed the 
states and established a direct federal-local relationship 
in virtually all aspects of program administration. The 
major objectives sought were decentralization, generalist 
control, and economy and efficiency. As in the case of 
the other block grants, political compromise charac- 
terized every stage of the Congress' consideration of the 
proposed merger. 

Functional Scope 

With regard to the first block grant test, the CDBG 
program authorized federal assistance for six of the 
former community development-related categorical 
graqts administered by the U.S. Department of Housing 
and Urban Development (HUD): urban renewal; model 
cities; open space, urban beautification, and historic site 
preservation; neighborhood facilities; water and sewer; 
and public facilities loans. Recipient jurisdictions may 
pursue any of 13 eligible activities covered by the block 
grant. However, the scope of the functional area 
encompassed by CDBG can be best determined by 
examining what was omitted from the consolidation. 

Two major HUD programs were not folded into the 
block grant, even though they involved activities that 
were fundable under the act and served similar activities 
and constituencies. These were the Section 3 12 (rehabil- 
itation loan) program and the Section 701 (compre- 
hensive planning and management assistance) program. 
The former was originally slated for consolidation under 
CDBG in August 1975. However, supporters succeeded 
in keeping it separate from the larger block grant. They 
argued that the Section 3 12 program was simple and 
effective, that it assured funds for rehabilitation efforts, 
and that it gave those efforts a priority not guaranteed 
by CDBG. In contrast, the Section 701 program was 
never a candidate for merger because it also provided 
funds t o  state and regional planning bodies; CDE@ funds 
could go to  states only on a discretionary basis, and 
regional planning bodies were ineligible for both discre- 
tionary or entitlement grants. In addition, the Section 
701 program was broader than CDBG, in that it 
authorized assistance for planning activities that were 
ineligible for block grant support. 

A second basic functional scope issue related to the 
act's purpose of providing decent housing in pursuit of 
the goal of viable urban communities. Some observers 
argue that housing is an integral component of commu- 
nity development. Yet, new housing construction was 
not designated as an activity eligible for block grant 

funding, nor were housing assistance programs consol- 
idated under the act. 

Earlier House versions of the legislation proposed a 
separate housing block grant that would have made 
funds available t o  general purpose units of local govern- 
ment t o  implement the housing plan contained in their 
community development application. This approach was 
later dropped when a compromise was reached between 
the Congress and the Nixon Administration on alter- 
native means for providing housing assistance for low- 
and moderate-income families. Although a link between 
housing and community development was proposed by 
requiring applicants t o  submit a housing assistance plan 
(HAP) in order t o  qualify for community development 
funds, direct block grant expenditures for housing 
subsidies were abandoned and housing assistance was 
covered in other titles of the act. This action may be 
understandable as a means of avoiding domination of 
CDBG by housing outlays, but the separation of the two 
basic activities for funding purposes seems contrary to 
the intent of the act. 

Functional scope also is limited because CDBG did 
not cover several other federal community develop- 
ment-related programs that were not administered by 
HUD or authorized by the Congressional committees 
that produced the merger. These include the U.S. 
Department of Agriculture's Farmers' Home Administra- 
tion (FHA), the U.S. Department of Commerce's Eco- 
nomic Development Administration (EDA), the Appala- 
chian. Regional Commission (ARC), and the Environ- 
mental Protection Agency (EPA). The clientele and the 
focus of these non- HUD programs are distinguishable in 
certain respects from those included under CDBG. Many 
of the FHA programs are directed toward small rural 
communities and their developmental problems, while 
the ARC programs target on economic development in 
the 13-state Appalachian region. EDA focuses on areas 
across the country having severe unemployment and low- 
income problems. Although some overlapping of pur- 
poses and recipients does exist, for the most part these 
programs could not be considered urban oriented. 

In recognition of these differences, President Richard 
M. Nixon in 1971 proposed separate special revenue 
sharing bills for rural community development and 
urban community development . The Rural Development 
Act of 1972 was a partial response to this initiative, and 
it was designed to serve basically nonurban needs. 

Despite these apparent differences, the CDBG pro- 
gram does not assist urban areas solely. Funds are 
available for use in rural and urban communities alike. 
Twenty percent of the funds are earmarked for a non- 
metropolitan discretionary fund. Urban counties that 



qualify as entitlement jurisdictions may use block grants projects, are excluded for larger recipient jurisdications. 
for undertaking eligible community development activi- These two restrictions on the use of block grants were 
ties in their rural areas. In addition, states may apply for 
metropolitan and nonmetropolitan discretionary funds. 
The Department of Agriculture's Rural Development 
Service has even printed an information bulletin assisting 
its clientele in seeking CDBG funds. 

In summary, the community development block 
grant does not cover a substantial portion of federal 
outlays for this field. Within the act itself, separate 
categorical programs have been retained that either 
duplicate activities that could be carried out under the 
block grant or fund programs that, although ineligible 
for CDBG assistance, are closely related to  its basic 
purposes. 

Recipient Discretion 

intended to  preserve funds for uses more in keeping with 
Congressional and HUD objectives. These preferences 
included physical development instead of social service 
programs and neighborhood facilities providing assis- 
tance to target populations instead of larger areawide 
projects. Yet, HUD later issued apparently contradictory 
rulings regarding the use of CDBG funds for sewage 
treatment facilities. Rejecting its own more narrow 
interpretation, HUD proposed a change in the regula- 
tions to support funding for sewage treatment facilities 
in areas where other community development-related 
activities are not underway. Critics of this ruling charged 
that it will dilute CDBG funds and turn the program into 
a special revenue sharing approach to community devel- 
opmen t .  

The lines being drawn between HUD and recipient 

One of the major features of the block grant is the preferences are merely attempts to rank the use of 

high degree of flexibility it affords recipients in decision- limited community development appropriations. 
making. Underlying this flexibility in the community Because the block grant approach ~ e r m i t s  the grantor to 
development field is the belief that local government tie certain strings t o  the funds in pursuit of stated 
officials are better eouiDDed to determine their needs national objectives, HUD has reserved the right to retain 

1 I &  

and should be given the opportun~ty and responsibility administrative control. However, the confusion over 

to do so. ~ l ~ h ~ ~ ~ h  in general CDBG is characterized by project eligibility necessitating individual rulings on 

broad reciDient discretion, certain limitations exist on various questionable projects may lead to recategorizing 

the types of activities eligible for aid. 
The lines drawn between permissible and imper- 

missible activities have caused some confusion and 
dissension in CDBG-most noticeably in funding 
decisions relating t o  three specific activities: public 
service projects in support of another community 
development activity, the construction and installation 
of public facilities, and the use of funds for sewage 
treatment. 

In the case of public services, the act established a 
five-part test for qualifying activities. The test resulted 
from Congressional rejection of a 20% ceiling on related 
public service expenditures; it was intended to be more 
restrictive. On the average, only about 8% of a jurisdic- 
tion's entitlement grant was used for this purpose during 
the first year of implementation, reflecting both HUD's 
discouragement of such activities and the recipients' 
differing program priorities. 

Similarly, HUD has placed constraints on the public 
facilities category. Apparently reacting to  the Congress' 
decision t o  terminate rather than consolidate the Public 
Facilities Loan program under CDBG, HUD's regulations 
permit only the funding of public facilities that serve 
neighborhoods, with the exception of communitywide 
projects for jurisdictions having a population under 
10,000. All central facilities, as well as multicommunity 

the list of eligible undertakings. As with most block 
grants, CDBG is facing the challenge of delicately 
balancing national goals and recipient program purposes. 

Program Conditions 

In assessing the nature and extent of federal require- 
ments in the CDBG program, the distinction between its 
entitlement and discretionary grant authorizations must 
be kept in mind. Although minimal federal intervention 
is an important test of the block grant, it is not 
applicable t o  categorical programs and as such serves as 
no constraint upon the discretionary portions of the 
overall program. Nevertheless, this block grant trait 
might be expected to carry over into the activities 
supported by discretionary funds. 

Prior t o  the receipt of any funds, the CDBG program 
requires a detailed application, which includes: (1) a 
summary plan of long-range (three-year) goals; (2) an 
annual plan for specific proposed activities; (3) a pro- 
gram relating local needs t o  national objectives; (4) cer- 
tifications of compliance with a variety of federal 
statutes concerning civil rights, environmental protec- 
tion, relocation and reacquisition assistance, low-income 
employment and training opportunities, and citizen 
participation;' and (5) a housing assistance plan. In 



limited cases, any of the first four requirements may be obligations not be repeated under CDBG. Anything less 
waived at the Secretary's discretion. than vigorous enforcement of the letter and spirit of the 

Pursuant to an informal compromise reached in the 
Congressional committee deliberations, initial applica- 
tions only received minimal review by HUD. During the 
first year, this approach expedited the disbursement of 
funds. 

Some critics have asserted that cursory review of 
applications threatens to defeat the other aspect of the 
decentralization objective-to ensure that national pur- 
poses are being accomplished. Although the statutory 
provisions provide for a substantial year-end review of 
recipient performance, some observors have argued that 
this approach is insufficient because it occurs after funds 
have been expended by recipients and therefore is not 
preventative in nature. 

HUD has responded to these criticisms by promulgat- 
ing regulations and guidelines delineating the minimum 
federal requirements in areas such as environmental 
impact statements, A-95 review procedures, and housing 
assistance plans. Although it is still too early to discern 
the effects of these actions on the block grant, the 
guidelines and clarifying regulations during the first year 
of the program appeared to be helpful, particularly to 
recipients that lacked prior experience with HUD. If 
they become progressively more detailed, however, HUD 
probably would be open to charges of "guideline 
intrusiveness" or "administrative categorization." 

The use of such explanatory materials underscores 
the need for technical assistance in the preparation of 
application and performance reports, as has been ex- 
pressed by many new grant recipients in the program. 
Such assistance is crucial during the capacity-building 
phase to assure that national objectives are not frus- 
trated or lost in the decentralization process. However, 
whether the appropriate source for such expertise should 
be HUD, the state, councils of governments, or counties 
has been an issue. HUD has avoided substantial involve- 
ment in the provision of technical assistance, based on 
the premise that this effort might undermine the basic 
purpose of the program-to return decisionmaking to 
local communities. 

At this time, an assessment of HUD's administration 
of the year-end performance reports is premature. 
However, at an early stage in program implementation, 
pressure began to mount for local governments to be 
held accountable for their use of funds in the pursuit of 
the national statutory objectives. Examples of inten- 
tional abuses of discretion have been cited by civil rights 
groups and others who are anxious that the actions by 
some local governments to use general revenue sharing 
funds in disregard of federally mandated civil rights 

law, therefore, is likely to become a heated issue. 
Although the operation of the discretionary grant 

theoretically is not governed by the same constraints as 
the block grant. the intrusiveness of federal requirements 
is of equal concern to its recipients. HUD also appears to 
be extending its administrative simplification methods to 
these grants, such as the use of preapplication procedures 
to evaluate and inform applicants of the likelihood of 
their receiving one of the highly competitive discretionary 
grants. However, because competition is heavy, HUD 
may call for increased amounts of information from ap- 
plicants in order to facilitate grant award decisionmaking. 
Applications of certain small jurisdictions for one-time 
developmental assistance also may be simplified by the 
Secretary, who has the option of waiving all but the 
HAP requirement in the application process. 

Although the achievement of program uniformity as 
well as the coordinated development of housing assis- 
tance for metropolitan discretionary grant applicants 
both argue strongly for the retention of the HAP 
requirement, some believe it is not necessary for very 
small and nonmetropolitan cities. Experience has shown 
that the preparation of the H-AP is an expensive and 
time-consuming process. These costs may discourage 
small jurisdictions from applying for one-time, non- 
housing related projects. 

Grantee Certainty 

The CDBG program established two basic funding 
mechanisms: an entitlement grant based on a statutory 
formula requirement and a discretionary grant based on 
competitive applications for funding in specific areas. 
The distributional formula for the entitlement grants re- 
lies on population, housing overcrowding, and poverty 
(which is double weighted). In addition, a temporary 
hold-harmless provision is included in the act to ensure 
that each locality receives at least as much funding in the 
initial three years of the block grant as had been 
awarded under the merged catergorical programs. No 
local matching is required by the act, but a mainte- 
nance-of-effort clause is included. 

Two percent of the total appropriation is earmarked 
for the Secretary's discretionary fund, and 20% of the 
reminder is set aside for nonmetropolitan hold-harmless 
general purpose discretionary funds. The remaining 80% 
is allocated for a mix of metropolitan area entitlement 
hold-harmless and discretionary grants. Within this cate- 
gory, funding priority is given to the entitlement formula 
distribution. followed by hold-harmless funding of prior 



program participants, and finally, discretionary grants t o  
nonentitlement metropolitan jurisdictions for unspeci- 
fied purposes. During the first year of the program, all 
metropolitan funds were used for entitlement grants. 
Hold-harmless allocations and discretionary grants were 
funded through additional appropriations. 

The entitlement formula appears t o  adhere to the 
basic block grant trait of narrowing the grantor's dis- 
cretion and providing the recipient jurisdiction with 
some sense of fiscal certainty. Although these funds are 
distributed on the basis of statutorily defined need 
rather than grantsmanship, eligible recipients do not 
know in advance the exact amount of their block grant. 
This situation can be attributed, in part, t o  the newness 
of the program and to  the fact that it was funded only 
for three years. In addition, during the Congress' 
consideration of the formula, no consensus emerged 
over which factors should be included to accurately 
assess community development needs. Therefore, a 
provision specifically requiring a review of the formula 
and its effects was written into the act. Even before the 
new program was implemented, critics of the formula 
were calling for its amendment, which also has contrib- 
uted to  recipient uncertainty over future allocations. 

Controversy has arisen over two factors in the 
formula and the availability and reliability of the data 
needed to measure them. First, the use of housing 
overcrowding as an indicator of need is being questioned 
in areas with serious problems of housing abandonment. 
Under the present formula, cities with rising abandon- 
ment rates are receiving fewer funds even though the act 
is generally interpreted as intending to reach this type of 
blight. Second, the population factor has been criticized 
as having no relationship t o  need because of its ability t o  
shift money toward populous but not necessarily needy 
jurisdictions despite the poverty indicator within the 
formula. . Moreover, the unreliabili ty of estimated 
population shifts further undermines the adequacy of 
this measure. 

The certainty issue also is affected by the block 
grant's discretionary funds, which exist to provide for 
the needs of nonentitled jurisdictions and to  allow fed- 
eral administrators some discretion in the allocation and 
use of funds. Any decision t o  expand further the entitle- 
ment categories has the automatic effect of diminishing 
the monies available t o  carry out the purposes of the dis- 
cretionary funds. The alternative possibility of strength- 
ening the use of discretionay funds is often overlooked. 

The CDBG program provides for two separate types 
of discretionary funds. Each has. its own advantages and 
limitations. The Secretary's discretionary fund is a 
percentage of the total appropriation, and its possible 

uses are statutorily specified. Therefore, additional uses, 
either in the form of directing money to  specific 
jurisdictions-such as the states or decaying cities-or in 
the form of earmarking certain funds for particular 
uses-such as providing technical assistance-most likely 
would necessitate an amendment to the act. Such a step 
might diminish the funds for the block grant and tend to 
recategorize the program. 

The general purpose discretionary funds, on the other 
hand, can better target on the needs of their respective 
metropolitan and nonmetropolitan areas. The fixed 
percentage that is used in the nonmetropolitan fund 
establishes some degree of fiscal certainty within that 
program. The amount of available funding is statutorily 
established and is known by potential applicants who, 
through the mandatory preapplication procedures, can 
gauge the chances for funding ahead of their fiscal year 
deadlines. The metropolitan discretionary fund lacks an 
established funding level. Supporters of earmarking 
argue that such a move would inject a degree of fiscal 
certainty into that program, thereby reassuring the 
smaller nonentitled jurisdictions that some discretionary 
dollars would be provided to help meet their community 
development needs. However, this action also would 
restrict the amount of available funds for entitlement 
grants. 

Generalist Involvement 

The CDBG program contains specific eligibility pro- 
visions that favor general units of local government and 
local elected officials in contrast to the previous con- 
solidated categoricals that favored public authorities and 
functional specialists. Although this basic block grant 
test is met, some governments are given preference over 
others. In addition, the number of jurisdictions partic- 
ipating in the new program increased by 40% but total 
funding grew by only 15%. 

CDBG effectively shifted the positions of recipients 
vis-a-vis each other. Under the prior categoricals, all 
recipients were competitors for funds. Under the block 
grants, two categories of recipients were created: entitle- , 

ment jurisdictions and discretionary applicants. Their 
share of block grant funds was modified by the act's 
hold-harmless provisions, which extend over six years. 

Entitlement status was awarded by location and by 
size, regardless of need. Eligibility was limited to central 
cities, other standard metropolitian statistical area 
(SMSA) cities of over 50,000, and urban counties 
located within SMSAs and having over 200,000 persons 
and authority t o  undertake essential housing and com- 
munity development activities within their 
unincorporated areas. Units of local government within 



qualified urban counties with less than 50,000 popu- 
lation were given the option of signing cooperative 
agreements with those counties, thereby indirectly bene- 
fiting from entitlement status. 

The act's definitions also clearly eliminated from 
entitlement funding certain units of government, in- 
cluding: the states; all units of local general government 
located outside of an SMSA; units of local general 
government included within SMSAs that are not central 
cities and have populations of less than 50,000; and all 
SMSA counties with less than 200,000 population, plus 
those counties, towns, and townships that fail t o  meet 
the various qualifying tests of powers and general 
composition. Only competitive discretionary funding is 
available to these jurisdictions. 

Many of the entitlement and discretionary grantees of 
CDBG funds were new participants in HUD-sponsored 
cdmmunity development programs. As a result of the 
20% earmarking for nonmetropolitan areas and the 
entitlement of large numbers of suburban metropolitan 
jurisdictions, the funds from what was once considered 
to be urban-oriented legslation have spread to suburban 
areas. 

Another issue posed by the eligibility requirement is 
the position of the urban county within the act. The 
Congress did not intend to  authorize the substantial 
participation of these jurisdictions that occurred during* 
the first year of implementation. 

The initial qualification of 73 urban counties con- 
tributed to  the depletion of the metropolitan general 
purpose discretionary fund and the hold-harmless 
amounts. As a result, some monies were transferred from 
the Secretary's discretionary fund to the metropolitan 
pot and additional funds were appropriated. Their 
acceptance as entitlement jurisdictions also contributed 
to the expansion of urban county powers in the 
community development field, as evidenced by the 
establishment of cooperation agreements with nearly 
1,900 incorporated units to carry out countywide 
programs, and by the enactment of new state enabling 
legislation. Irrespective of their financial needs, the 
counties have benefited substantially from their entitle- 
ment status. 

The shortfall in the metropolitan general purpose 
discretionary funds and the heavy competition for 
nonmetropolitan discretionary funds raises the issue of 
the role of small cities within the act. Representatives of 
these jurisdictions have argued that the Congress 
intended some funds to be used to fulfill their needs and, 
therefore, additional steps ought to be taken to safe- 
guard their right to discretionary funds. 

The final entitlement issue involves the inclusion of 

the states with a status equal to their units of local 
general government in qualifying for discretionary 
grants. Unlike the two older block grants, the CDBG 
program followed, to some degree, the model of the 
Comprehensive Employment and Training Act and 
established a basically federal-local partnership. In re- 
jecting the states as entitlement jurisdictions in the block 
grant arrangement, the Congress merely reinforced what 
past experience had demonstrated-local governments 
were the primary participants in the field of community 
development in terms of nonfederal outlays and had 
been the major partners with HUD in previous cate- 
gorical programs. This perception of the state role in 
community development-related activities was not 
seriously challenged during the Congress' consideration 
of CDBG. However, since the passage of the act, state 
spokesmen have raised questions regarding their position 
in the block grant. Basically, three roles have been 
proposed for the states-as entitlement jurisdictions; as 
additional or substitute grant administrators; and as 
providers of technical assistance. Although the states are 
provided funds for administrative duties and may apply 
for discretionary grants under the metropolitan, non- 
metropolitan, and Secretary's discretionary funds, any 
additional role must be considered within the context of 
their overall capacity and commitment in the com- 
munity development field. 

The foregoing case studies of ongoing block grants 
reveal some variation in the degree to which the five 
basic characteristics of this instrument are incorporated 
in their structure and reflected in their operation. 
Clearly, these programs are all hybrids--a number of 
related categorical aids surround them or new categories 
of assistance or funds earmarking have been established 
within the framework of the block grant. In addition to 
these statutory provisions, administrative categorization 
has occurred as the programs have matured. These 
developments, coupled with the relatively small fiscal 
magnitude of each block grant, have affected adversely 
attainment of their proponent's objectives. 

From the standpoint of recipient expectations arising 
from block grant enactment the record to  date does not 
lead to much optimism that the realities of decategoriza- 
tion and decentralization will match the rhetoric asso- 
ciated with these concepts. However, block grants can 
serve useful purposes as a middle tier between the 
categorical and revenue sharing components of the 
federal assistance system. But the architects of block 
grant proposals need to recognize and reconcile the 
horizontal and vertical political forces in in tergovern- 
mental relations that condition the design and imple- 
mentation of this instrument. 



Chapter I / /  

Lessons From 

The four block grant programs examined in this 
report provide several important lessons about how to 
achieve national purposes while enhancing state and 
local discretion. They also underscore the differences 
between the conceptual and operational features of 
federal-state and federal-local block grants and reveal the 
compromises and trade offs that apparently need to be 
made in order to ensure the effectiveness, and perhaps 
survival, of the instrument. Therefore, it is useful to 
summarize the principal findings concerning the block 
grant experience under these acts, and to indicate their 
significance to intergovernmental policymakers. 

BASIC PURPOSE 

The block grant means different things to different 
people. In the past, it has been proposed mainly on the 
grounds of economy and efficiency, program expansion, 
and decentralization. However, coordination, targeting, 
innovation, and generalist control also have been sought 
by some proponents. These objectives reflect the high 
expectations generated by consolidating a number of 
narrow, existing categorical grants into a broad, visible 
assistance program covering a wide functional. territory. 
In the case of crime control, they accompanied the 
launching of a new, presumably integrated, federal 
initiative in an area that traditionally had been the 
almost exclusive domain of state and local jurisdictions. 

The implementation record is mixed with respect to 
attainment of the management aims of the block grant. 

In general, however, experience under the four programs 
examined indicated that significant policy and adminis- 
trative decentralization was achieved, federal personnel 
and paperwork costs were reduced, processes for fa- 
cilitating interfunctional and intergovernmental coor- 
dination were established, and elected chief executives 
and legislators as well as administrative generalists were 
given significant roles in block grant decisionmaking. At 
the same time, categorization and relatively low appro- 
priation levels often limited the impact of these improve- 
ments and sometimes worked at cross purposes with the 
nature and intent of the instrument. 

Closely related to the managerial impact of block 
grants is their system-building effect, which operates in 
two basic ways. First, opportunities are provided for 
coordination and communication among functionally 
related agencies and for the meshing of federal and 
state/local-supported activities. These effects are partly 
because of the broad functional scope inherent in the aid 
device, as well as the comprehensive planning require- 
ments, and the decentralization of significant decision- 
making authority over the uses of funds. Second, similar 
to a formula-based categorical, the block grant seeks to 
improve the planning, management, and personnel 
capacity of federal aid recipients. This more traditional 
system-building goal is reflected in provisions concerning 
personnel qualifications, training, single state agencies, 
and planning that is required as a condition of receiving 
assistance. With respect to the more contemporary type 
of system building, significant differences between block 
and categorical grants exist; in terms of the more 
traditional aims, however, these distinctions are blurred. 



With regard to  fiscal effects, federal grants-in-aid, 
regardless of their type, have at least two purposes- 
stimulation of new activity (often called "innovation") 
and/or support for ongoing operations. Little evidence 
exists t o  indicate that the block grant maximizes 
opportunities for achieving innovation, although a stimu- 
lative effect was apparent in the crime control program 
and, to a lesser degree, in community development. 
Historically, however, stimulation has been a categorical 
grant function, particularly of the project-based variety. 
The block grant generally-together with formula-based 
categoricals and general revenue sharing-seems best 
suited for the latter purpose- suppprtive activities. 

The block grant device appears most appropriate 
where a mix of the stimulation, support, and system- 
building purposes is sought. It also is useful where 
significant discretion is t o  be accorded to recipients for 
allocating funds to undertake activities that contribute 
to both the alleviation of state and local problems and 
the achievement of national objectives. 

FUNDING THRESHOLD 

When a block grant accounts for a relatively small 
proportion of total public sector expenditures in a 
functional area, as is the case of those covered in this 
report, programmatic impact resulting from the invest- 
ment of federal dollars often is difficult to discern. This 
situation is particularly true when a mix of objectives is 
sought, when funds tend to  be spread among a wide 
variety of activities, and when a cluster of categorical 
aids and state or locally supported efforts crowd the 
same functional landscape. If the block grant is expected 
to produce even short-term changes in intergovernmental 
or functional relationships and to show progress in 
tackling the problems it was designed to  address, then 
the funding threshold must be substantial relative to 
state-local direct outlays, to total federal expenditures in 
the area covered, and to the dollar size of categorical 
grants excluded from consolidation (assuming this was 
the mode of establishment). If such a "critical mass" for 
change cannot be generated, the basic objectives sought 
by the Congress must be identified and, to the extent 
possible, ranked in order to avoid dilution of available 
resources. 

TARGETING 

The block grant, like other formula-based grants, 
emphasized need factors rather than grantsmanship in 

allocating funds. Entitlement rather than competition is 
the hallmark of the distribution process. Yet, the 
political compromises involved in securing Congressional 
approval of an allocation formula make the targeting of 
resources on needy jurisdictions or clientele groups very 
difficult to achieve. As a result, significant shifts often 
occur in program participants and areas served during 
the transition from a categorical to a block grant mode 
of operations, regardless of whether hold-harmless pro- 
visions are included. If the experiences of crime control, 
manpower, and community development block grants 
are valid indicators, then a movement of funds t o  
suburban areas and county governments can be 
expected. 

This development needs careful consideration when 
evaluating the viability of the block grant, particularly if 
as Charles L. Schultze has suggested: "Federal grant 
programs . . . would be significantly improved if federal 
control over the kinds of services delivered were sharply 
reduced but federal control over who got the benefits 
were maintained or even intensified in selected cases."' 
This is a major premise underlying the block grant. Yet, 
it assumes that need can be accurately measured and 
that the proxies of need will be politically acceptable. 
The CETA and CDBG formulas raise serious doubts on 
both counts. Major problems have been experienced in 
obtaining in a timely basis reliable data on various 
need-related factors. Moreover, the price tag on political 
support for the block grant is high, often resulting in a 
formula that dilutes the targeting effect of funds by 
including factors unrelated to need (such as previous year 
funding levels) or by broadening eligibility for assistance 
(such as to counties). 

Given these political realities, if targeting is supposed 
to  occur within the block grant framework, then two 
approaches appear to merit consideration. First, to reach 
particular clientele groups or population areas, the block 
grant might be surrounded by narrowly defined, pro- 
ject-based , nationally administered categoricals, each 
with its own authorization of funds, as was done under 
CETA. The major proviso here is that individually or 
collectively, these categoricals should not fiscally over- 
whelm the block grant. 

Second, to reach particular jurisdictional or func- 
tional interests, a discretionary fund could be established 
as a percentage of the total block grant appropriation. 
This fund would be the responsibility of the Secretary of 
the federal administering department and would operate 
much like a project grant. These monies might be used 
largely for hold-harmless purposes during the initial stage 
of implementation, and later for various national em- 
phasis activities. Although other options are available- 



such as earmarking, preference provisions, and variable 
matching-experience indicates that these methods are 
far less successful than the above in filling gaps in block 
grant allocations. 

DISCRETION 

As can be seen in all four case studies, the block grant 
gives wide discretion t o  recipients in the planning for 
and allocating of federal funds. Yet, in the case of Safe 
Streets Act and to a lesser degree CETA, the grantor 
agency has been accused of being too intrusive vis-a-vis 
states and localities. With Partnership for Health and, 
thus far, with CDBG, this has not been a problem. 

The block grant method of decisionmaking is distinct 
from the categorical and the revenue sharing models. 
Decategorization and decentralization , however, do not 
imply a hands-off federal role, nor one confined to  
purely procedural matters. The federal administering 
agency is a middleman between the Congress and 
interest groups on the one side and recipient 
jurisdictions on the other. It must provide national 
leadership and direction, while allowing recipients max- 
imum latitude in exercising discretion. Although the 
demands are not irreconcilable, this essential balance is 
very difficult t o  strike and is a basic reason why the 
block grant appears to be the least stable of all forms of 
intergovernmental fiscal transfers. Unless the federal 
administering agency takes proper steps t o  assure that 
the statute's intent is being carried out and that federal 
funds are being used effectively and efficiently (such as 
through substantive plan approval, development of 
performance standards, and evaluation of recipient 
programs), pressures for recategorization will grow. And 
unless recipients are assured of genuine flexibility in 
tailoring funds t o  their needs, disillusionment with de- 
centralization will ensue. Furthermore, in the conversion 
from the categorical t o  the block grant mode of program 
operations, new recipients require technical assistance 
and regional offices require guidance. The block grant, 
then, does not abrogate federal responsibility; it merely 
changes the nature and extent of agency involvement in 
program implementation. 

CATEGORIZATION 

A "pure" block grant does not exist. Partly in 
response to  political pressures, the earmarking of assis- 
tance categories within the grant or the establishment of 
categoricals around it have been facts of life with which 
most block grant administrators have had to  reckon. 

As the block grant matures, two conflicting patterns 
tend to emerge. The Congress becomes more interested 
in categorizing, while recipients, as their management 
capacity grows, become better equipped to  achieve 
function a1 and jurisdictional balance in funding. The 
presence of a discretionary fund, however, seems to be 
an expeditious way of deflecting pressures for ear- 
marking and of increasing funding flexibility at the 
federal level. Furthermore, where Congressional com- 
mittees require the federal administering agency to 
evaluate and report periodically on recipient perfor- 
mance, 
policies 
jectives 

In a 
vis-a-vis 

opportunities are provided to adjust funding 
and priorities to better reflect national ob- 

via administrative rather than statutory actions. 

THE STATES 

block grant program, the position of the states 
city and county recipients is sometimes am- 

biguous and often controversial. The states may be 
expected to serve as planners, reviewers, coordinators, 
evaluators, or service deliverers. From the local vantage- 
point, however, they may be an unwelcome partner- 
another layer of bureaucracy and red tape between the 
source of funds and the location of the problems. Where 
a federal-state block grant relationship prevails, for 
example, local governments may perceive no real differ- 
ence with previous categorical programs, except that the 
state, rather than a federal agency, attaches strings t o  
funds. 

Unless the states' positive role-such as technical 
assistance, financial support, or coordination-can be 
emphasized, friction with localities will result. This is 
especially the 'case with block grants formed from a 
merger of federal-local categoricals. The federal admin- 
istering agency has an arbitrative role t o  play that should 
not be ignored. 

PLANNING 

Block grant planning often has been piecemeal, 
geared to the allocation of federal funds, and eclipsed by 
grant administration. Where a single recipient agency has 
been established for federal funding purposes, i t  
generally has been unable, and occasionally unwilling, t o  
comprehensively plan for the entire functional area or t o  
seek to  influence spending decisions on the part of 
related state or local agencies. If the planning process is 
considered instrumental t o  achieving the objectives of a 
block grant, then the agency responsible for compre- 
hensive planning must have sufficient authority t o  plan 
for all activities encompassed within the functional 



scope of the block grant, including those supported 
directly by nonfederal revenues. 

Three of the case study block grants also support 
regional planning, often leading to  the creation of 
separate functional area wide planning bodies and staffs 
that are not well integrated with those of a more 
multipurpose nature. This situation may lead to re- 
cipients having higher administrative costs, as well as t o  
duplication of effort, delays in processing plans and 
applications, and friction with local governments. 

GENERALISTS 

The block grant approach embodies a functional 
framework and a decisionmaking process conducive to  
generalist participation. The experience to  date, however, 
suggests that the harnessing of the rather diverse 
political, programmatic, and personal interests of elected 
chief executives, legislators, and top administrators is 
difficult. Unless the block grant provides substantial 
amounts of federal funds, decentralizes substantial 
authority to make resource allocation decisions, provides 
visible political benefits, or fills a major program void, 
generalists will be reluctant t o  make the time and 
intellectual commitments necessary for effective involve- 
ment. Functional specialists and professional staff will 
dominate policymaking and generalist participation will 
be a sham. 

Another consideration is that although the block 
grant seeks to decentralize decisions and achieve econ- 
omy and efficiency, it often has created new generalist- 
oriented policymaking, grant review, and coordinative 
bodies and has placed them between the grantor and the 
problem being addressed. These organizational arrange- 
ments, coupled with "procedural due process" require- 
ments such as notice and hearings on intended uses of 
funds, suggest that even though the block grant reduces 
federal agency administrative costs, it can have the 
opposite effect on recipients. Furthermore, t o  the extent 
that generalists lack prior federal program experience or 
familiarity with the block grant's functional area, such 
expenses could exceed the delivery costs of categorical 
programs. 

TIME LAG 

The final and perhaps most important lesson is that 
it takes time to  achieve change. Decentralization and 
decategorization do not necessarily produce abrupt or 
major deviations from past behavior. This is particularly 
true if the recipients of block grants lack experience in 
the functional area that is being addressed, as was the 
case with CETA. The focal point can be expected to be 
organizational rather than programmatic matters during 
the transition period. In all likelihood, the servicing 
decisions made by the grantees will not deviate sig- 
nificantly from those made by their predecessors. Once 
the new organizational machinery, personnel, and pro- 
cedures are functioning smoothly, changes will begin t o  
occur. However, this may take place over a two-or 
three-year period, or even longer. Therefore, the Con- 
gressional committees' demand on the federal admin- 
istering agency for instant results may distort the 
implementation record. Multiyear appropriations have 
been suggested as a desirable means of giving recipients a 
sufficient time period to  establish a performance record 
and of reinforcing the need for patience on the part of 
the grantor. In short, the expectations surrounding 
conversion to  the block grant should be tempered by the 
realities of implementation. 

In summary, the block grant is coming of age. 
General concerns about "big government" coupled with 
particular problems associated with categorical aids in- 
dicate that a basic sorting out of the federal assistance 
instruments best suited to  achieve particular purposes is 
on the horizon. Because of its decentralization thrust, its 
relationship to economy and efficiency, and its system- 
building effect, the block grant will have considerable 
appeal t o  those seeking to restructure, rationalize, and 
revitalize federal assistance. In this process, political 
compron~ises will be unavoidable. Yet, the proponents 
of decategorization must be aware of the implications of 
the trade-offs that they must make in terms of both the 
nature of the block grant instrument and the dynamics 
of the intergovernmental system. The foilowing chapter 
presents recommendations designed to  guide and 
facilitate this effort. 

FOOTNOTE 

' Henry Owen and Charles L. Schultze, SettingNational Priorities: 
The Next  Ten Years, Washington, DC:  The Brookings Institution, 
1976, p. 369. 



Chapter 1 V 

Recommendations 

The previous chapters of this report have described 
the basic features of the block grant, analyzed the 
implementation of four programs embodying this in- 
strument, and discerned the major lessons derived from 
these experiences. This chapter presents rec- 
ommendations that are intended to provide guidance to  
policymakers in designing and administering new block 
grants, as well as in reconsidering existing programs that 
use this approach. A brief review of the major findings 
that emerge from the Commission's probing of the block 
grant record serves as a necessary backdrop for these 
recommendations. 

SUMMARY OF MAJOR FINDINGS 

Although the block grant occupies a middle- 
ground position between categorical aids and 
general revenue sharing, the characteristics of ahis 
instrument are not defined sharply enough to  
clearly differentiate it from other components of 
the federal assistance system, particularly formula- 
based categoricals. As a result, considerable con- 
fusion exists over the purposes, structure, oper- 
ations, and limitations of the block grant. 

Block grants have been associated with several 
objectives, some of which are in harmony and 
others which are in conflict with the charac- 
teristics of this approach. The diversity of these 
objectives makes it difficult t o  evaluate block 
grants. In general, however, the goals of decentral- 
ization, economy and efficiency, generalist 
control, and coordination appear t o  be best suited 

to the block grant, while targeting, innovation, and 
program enlargement can be better achieved 
through other aid devices. 

Although this instrument was unpopular in the 
Congress during the 1950s and 1960s, the political 
and fiscal environment of the 1970s seems more 
favorable to the adoption of block grant proposals, 
particularly those that involve consolidations of 
categorical aids. However, whether recipients will 
be accorded significant discretion in using funds, 
and if so, whether they can retain this flexibility as 
the program matures, remain to  be seen. 

Each existing block grant is a "hybrid" because i t  
contains or is surrounded by categorical programs. 
This is sometimes the result of political com- 
promises necessary to gain acceptance of legis- 
lation embodying this approach. In addition, as 
block grants age, they become subject to "creeping 
categorization," as the Congress, interest groups, 
and federal administrators seek to emphasize 
specific national priorities, guarantee funding of 
popular programs, or raise appropriations levels. 
The net effect of such action is t o  curb the 
flexibility of recipients over the use of funds. This 
phenomenon appears to be a significant factor in 
understanding the "life cycle" of such grants and 
makes for a rather unstable instrument. 

Block grants have fostered new planning, advisory, 
and decisionmaking bodies at the state, substate 
regional, and local levels. Although some of these 
organizations have been instrumental in achieving 



the generalist control, coordination, and decentral- 
ization objectives of the block grant, they also 
have produced confusion, delay, and red tape. 
Therefore, even though a block grant reduces 
federal personnel and paperwork, it may increase 
the administrative costs borne by recipients. 

Block grants, especially those of a federal-local 
type, pose complex and politically sensitive prob- 
lems involving the designation of appropriate 
recipients, the definition of need in allocation 
formulas, and the appropriate role for state gov- 
ernmen ts. 

Block grants do not normally embrace all federally 
aided activity in their respective functional areas. 
Most programs that have emerged from categorical 
consolidation have done little to curb the historic 
fragmentation of federal grants-in-aid. 

Block grants have not been major change agents in 
the intergovernmental system. Their fiscal mag- 
nitude relative to other federal and direct state- 
local outlays in their respective functional area is 
usually small. Hence, the "critical mass" necessary 
to achieve a major impact on the problems the 
program was intended to  address has been difficult 
to build. 

RECOMMENDATIONS 

Recommendation 1 : 

Block Grant Purposes 

The Commission concludes that the block grant, like 
general revenue sharing, is a necessary component of 
federal intergovernmental assistance. This instrument 
balances the accomplishment of national purposes with- 
in broad functional areas with the exercise of substantial 
recipient discretion in allocating funds to support 
activities that contribute to the alleviation of state and 
local problems. With well designed allocation formulas 
and eligiblity provisions, as well as adequate funding, 
block grants can be used to provide aid to those 
jurisdictions having the greatest programmatic needs, 
giving them a reasonable degree of fiscal certainty; 
accord recipients substantial discretion in defining prob- 
lems, setting priorities, and allocating resources; simplify 
program administration and reduce paperwork and 
overhead; facilitate interfunctional and intergovern- 

mental coordination and planning; and encourage greater 
participation on the part of elected and appointed 
generalist officials in decisionmaking. 

Therefore, the Commission recommends that the 
Congress use the block grant as the preferred instrument 
to provide federal financial assistance to state and local 
governments primarily in cases where: 

1) a cluster of functionally related categorical 
programs have been in existence for some time; 

2) the broad functional area to be covered is a 
major component of the recipient's traditional 
range of services and direct funding; 

3) heavy support for those recipient services that 
the Congress determines also to have national 
significance is intended ; 

4) no more than mild fiscal stimulation of re- 
cipient outlays is sought ; 

5) a modest degree of innovative undertakings is 
anticipated ; 

6) program needs are widely shared. both geo- 
graphically and jurisdictionally, and 

7) a high degree of consensus over general pur- 
poses exists among the Congress, the federal 
administering agency, and recipients. 

This recommendation seeks to clarify the general 
purpose of the block grant as the middle-tier component 
of the tripartite federal assistance system. Understanding 
the rlaCure and limits of the block grant is essential if this 
instrument is to achieve the objectives for which it was 
intended and not work at cross purposes. 

The basic thrust of the recommendation is to specify 
the fiscal, functional, and political conditions under 
which use of the block grant seems most appropriate. It 
assumes that most block grants will be established 
through the consolidation of existing categorical aids. If 
this is the case, older programs will be the most likely 
candidates, because changing conditions may have 
signaled a need for modification of their goals, allocation 
formulas, eligibility provisions, and mix of authorized 
activities. In addition, fragmentation appears to be 
greatest in the functional areas of long-standing federal 
financial assistance. 



The recommendation also underscores the desirability 
of merging federal grants relating to functions that 
recipients traditionally perform. This is desirable for 
both substantive and strategic reasons. Substantively, it 
is consistent with the basically supportive fiscal effect of 
block grant funds. Moreover, significant amounts of 
capacity -building likely will not be necessary because 
recipients already possess the requisite organizational, 
personnel, and procedural experience to handle the new 
program. Strategically, these factors would help over- 
come criticisms that decentralization is unwarranted due 
to the high degree of national interest in dealing with a 
particular problem or to the lack of interest or ability on 
the part of state or local governments in addressing it. 

With respect to fiscal effects, the recommendation 

recognizes the heavily supportive nature of the existing 
block grants. Although a stimulative effect on the 
expenditures of some recipients also is possible, this 
purpose generally should be considered secondary to the 
support of ongoing activities. Innovative under- 
takings-recipients performing services that they would 
not or could not have carried out in the absence of 
federal aid-also may accompany the block grant but 
should not be considered the major impact of assistance 
furnished through this instrument. 

Finally, the recommendation points out the impor- 
tance of shared needs and goals in developing from the 
outset a consensus on the objectives associated with the 
use of the block grant approach in a particular func- 
tional area. This agreement is crucial to achieve smooth 
intergovernmental relationships during the implementa- 
tion process and to avoid eventual recategorization. 

In summary, an awareness of block grant purposes 
could significantly improve the stability of this instru- 
ment and help to define its characteristics and objectives 
vis-a-vis dther types of federal aid. Moreover, it would 
serve to better align the rhetoric of block grant 
proponents and opponents with the realities of the 
intergovernmental system. 

the Commission recommends that the following guide- 
lines be taken into account when developing proposed 
block grant legislation: 

The program objectives and priorities should be 
clear and precisely stated. 

A substantial portion of total federal aid for 
providing services and facilities in the func- 
tional area involved should be encompassed. 

Grants should be authorized for a wide variety 
of activities within the functional area covered, 
and recipients should be given significant discre- 
tion and flexibility in developing and imple- 
menting a mix of programs tailored to their 
needs. 

Funds should be distributed on the basis of a 
statutory formula that, accurately reflects pro- 
gram need and that is consistent with the 
purposes and priorities of the legislation. 

Discretionary funds, if authorized, should ac- 
count for not more than lo% of total appropri- 
ations. 

Eligibility provisions should be specific, favor 
general purpose units of government, and re- 
flect their servicing capacity, legal authority, 
and financial involvement. 

Matching, if called for at all, should be stat- 
utorily fixed at a low and preferably uniform 
rate for all aided activities. 

8) Planning, organizational, personnel, paperwork, 
and other requirements should be kept at the 
minimum amount necessary to ensure that 
funds are being spent in accordance with the 
program's authorized objectives. 

Recommendation 2: 

Recognition of Essential Block Grant Features 

The Commission concludes that the proper design of 
a block grant is a crucial factor conditioning the achieve- 
ment of the basic purposes of this instrument. Hence, 

The federal administering agency should have 
authority to approve, within a specified period, 
recipient plans and applications for confor- 
mance with legislative objectives and also to 
evaluate program results. 

10) Capacity building assistance should be provided 
to recipients, as needed, to enhance their ability 
to effectively administer the program. 



This recommendation specifies ten basic traits of the 
block grant instrument that should be recognized by the 
Congress and the federal administering agency. These 
elements are the critical factors differentiating block 
grants from other types of federal assistance. The 
rationale underlying their inclusion follows: 

With respect to program objectives, the expres- 
sions of Congression a1 in tent and priorities 
should be clear and consistent with the basic 
purpose of the block grant instrument. Al- 
though a certain degree of ambiguity may be 
unavoidable in order to gain political support, 
these statements should provide the federal 
administering agency and recipients with suffi- 
cient guidance for implementing the program 
with a reasonable degree of confidence. Other- 
wise, confusion will characterize the block 
grant from the outset, and evaluation of perfor- 
mance against objectives will be impossible. 

Regarding fiscal magnitude, the block grant 
should encompass a substantial portion of 
federal aid for providing state and local services 
and facilities in the functional area affected. 
Although this has not been accomplished by 
existing block grant programs, it should be an 
important goal of consolidation advocates. Oth- 
erwise, problems of intrafunctional coordina- 
tion, inconsistent policy direction, and un- 
certain decentralization of decisionmaking 
authority will result, and the block grant may 
represent only a token rather than a genuine 
attempt at grant reform. 

With respect to scope, the block grant should 
authorize a wide range of services that con- 
tribute to realizing legislatively authorized pro- 
gram purposes. Recipients should be able to 
exercise substantial discretion concerning the 
mix of servicing activities needed to achieve 
national purposes that are also of state and 
local concern. Although the Congress may 
indicate in either the legislative history or 
statutory provisions certain areas that are to be 
given priority or to be taken into account by 
recipients, this is preferable to the establishment 
of separate programs within the block grant. 
Planning and training functions could be eligible 
expenditures under the block grant, or they 
could be aided through separate appropriations. 
The areas of recipient authority and respon- 

sibility in allocating resources to provide ser- 
vices, therefore, should be clearly delineated and 
their discretion here should be maximized. 
Otherwise, Congressional committees and execu- 
tive branch agencies may, in all likelihood, 
second guess recipient decisions, eventually 
leading to categorization of the block grant. 

Concerning the distribution of funds, a formula 
emphasizing objective need measures should be 
statutorily specified. Problems may be encoun- 
tered in determining need in light of limitations 
on available data, and it may be difficult to 
fully incorporate this factor in legislation due 
to political compromises made during the con- 
solidation of block grant proposals. Yet, this is 
a critical element of program design, because it 
avoids many of the distortions and disparities 
resulting from grantsmanship and helps further 
clarify legislative intent. Hence, strenuous ef- 
forts should be made to develop better mea- 
sures of need than raw population and per capita 
income figures. Otherwise, ensuring that suffi- 
cient funds reach the needs served by the block 
grant will be difficult. 

Regarding eligibility, the block grant should be 
focused chiefly on general purpose government 
units, and significant opportunities should be 
provided for generalist participation in decision- 
making. Generalist officials should have addi- 
tional participation incentives beyond the desig- 
nation of their jurisdictions as prime recipients, 
such as substantial funds being made available 
for allocation, significant discretion being 
accorded over their use, and the amount of 
federal interference being kept to a minimum. 
Otherwise, they will not believe that the ben- 
efits of involvement in block grants-pofitical 
and others-warrant the amount of time and 
effort required, and functional specialists will 
continue to dominate decisionmaking. 

e With reference to  discretionary funds, these 
may be useful supplements to  the block grant, 
particularly for filling gaps in formula alloca- 
tions, holding harmless previous recipients, 
achieving certain national emphasis activities, 
and initiating research and development efforts. 
However, because they are, in effect, nationally 
administered project grants, the overall size of 
discretionary funds should remain relatively 



small. Otherwise, the decentralization and sup- 
portive objectives of the block grant may be 
undermined, tensions between grantor and 
grantee over the differing degrees of federal 
oversight may arise, and duplication of activ- 
ities may result. 

If matching is required, the rate should be fixed 
by law. The recipient's share should be com- 
paratively small, given the essentially supportive 
nature of the block grant. To the maximum 
extent practicable, no variations should be 
made in the various programs or projects that 
could be undertaken within its framework. 
Otherwise, an unnecessary skewing of recipient 
priorities within the areas covered by the grant 
may take place. 

Concerning conditions attached to federal aid, 
these should seek to balance the needs for both 
grantor accountability and grantee flexibility. 
Red tape should be kept to the minimum 
amount necessary to effectively manage the 
program and to report to the Congress on 
results. Otherwise, recipient administrative 
costs, which probably will be heavy in any case, 
will increase and decisionmaking delays will 
occur. 

With respect to the federal administering agenL 
cy, a major stewardship role must be set out. 
The block grant, more so than other federal aid 
instruments, requires that a delicate balance be 
struck between the attainment of national goals 
and the exercise of recipient flexibility. Hence, 
it is essential that the federal agency frequently 
and regularly consult and communicate with 
states and localities on regulations and guide- 
lines, issuances, legal rulings, policy changes, 
budgetary matters, reorganization, and other 
matters of mutual interest. Technical assistance 
and other capacity-building assistance also 
should be provided to recipients, where neces- 
sary. In addition to these facilitative actions, 
the federal agency has a responsibility to ensure 
the conformance of plans and applications with 
statutory objectives, to evaluate recipient per- 
formance, and t o  keep the Congress well 
informed on progress in achieving national 
objectives. Otherwise, pressures for categoriza- 
tion will grow. 

The above factors are key components of the block 
grant instrument. They are geared to reconciling the 
conflicting needs of the political branches of the federal 
government with the equally competing needs of the 
national and subnational governments. If these hori- 
zontal and vertical sources of tension are not taken into 
account in the design of the legislation, implementation 
likely will produce unintended results. In the long run, 
dissatisfactions over recipient performance, even though 
they may be attributable to the structure of the 
program, can lead to creeping categorization. 

Recommendation 3: 

Avoiding Recategorization 

The Commission concludes that recategorization is an 
unfortunate occurrence that often is associated with 
Congressional deliberations over the reauthorization of 
block grant programs. To help preserve the balance 
between national objectives and state and local discre- 
tion, the Commission recommends that the Congress: 

refrain from earmarking funds or authorizing 
new categories of assistance within the statu- 
tory framework of the block grant; 

rely, to the maximum extent practicable, on 
capacity-building programs for recipients and 
on the federal administering agency-through 
its plan review and approval authority, technical 
assistance, and discretionary grants-when a 
redirection of the uses of block grant funds is 
sought to better achieve Congressional intent; 
and 

authorize block grants for at least three years 
or for a period of time consistent with any 
"sunset" legislation that may be enacted, and 
make multiyear appropriations, so that recip- 
ients and the federal administering agency will 
have sufficient time to make the transition 
from categorical to block grant decisionmaking 
and to develop a solid record before reauthori- 
zat ion. 

A pure block grant does not yet exist; all are hybrids 
to varying degrees. Some-such as Partnership for Health 
and CETA-were categorized from the outset. Others- 
such as crime control-were categorized during reautho- 
rization proceedings. These efforts by the Congress are a 
reflection of several factors, including: confusion over 



Congressional intent and priorities; pressures from inter- 
est groups for the inclusion or protection of popular 
programs; Congressional disillusionment with recipient 
program choices and/or federal agency stewardship; and 
inadequate or distorted information on performance. 
These problems are exacerbated by the short-time 
horizon of block grants-new appropriations must be ap- 
proved each year, and programs have been scheduled for 
reauthorization every three years or so. As a result, 
premature evaluations of results often are made. 

The purpose of this recommendation is t o  underscore 
the need for patience in Congressional oversight of block 
grant implementation and to urge the Congress t o  
abstain from premature recategorization - of this instru- 
ment. The former could be ensured by extending the 
authorization and appropriations periods t o  give recipi- 
ents sufficient opportunity to establish a reliable imple- 
mentation record. The latter could be achieved by 
improved plan scrutiny, data collection, evaluation, 
capacity building, and other technical assistance on the 
part of the grantor agency to  ensure that funds are being 
used as intended and that necessary adjustments will be 
made by grantees. Discretionary grants also could be 
useful in filling gaps in block grant allocations or 
responding to particular Congressional priorities. 

"Creeping categorization" is avoidable, provided that 
the Congress and the federal administering agency are 
committed t o  the block grant concept. What is needed is 
better oversight machinery-both in the Congress and 
the federal agency-coupled with a longer period of 
uninterrupted program authority, funding, and capacity 
building. Above all, patience is vital. If these conditions 
are not met, and the recipients continue to  be second 
guessed, then quite possibly disillusionment with the 
block grant on the part of state and local officials will 
grow. 

Recommendation 4: 

The States' Role in Block Grants 

The Commission concludes that, as a general prin- 
ciple, state governments with active interest and 
involvement in the functions aided by federal block 
grant programs should have a key role in planning, 
coordination, administration, service delivery, moni- 
toring, and evaluation under such programs. Hence, the 
Commission recommends that under certain conditions 
the states be designated in future block grant legislation 
as the initial recipients of funds, and that they be 
required to pass through a stipulated portion of such 
monies to eligible general purpose units of local govern- 

ment in amounts at least proportionate to the local 
share of total state-local direct expenditures in the 
functional area covered during the immediately pre- 
ceding three fiscal year period, to be used to support 
authorized local programs and projects. However, in 
order to be eligible for such designation, the state must 
demonstrate that: 1) appropriate policy, organizational, 
planning, and procedural arrangements have been estab- 
lished to ensure the efficient and effective use of federal 
aid; 2) the personnel to be assigned to block grant 
administration possess requisite planning, managerial, 
and other skills; 3) the state has demonstrated a 
substantial financial commitment to the functional area 
covered by the block grants; and 4) where matching is 
required and local units were previously the major 
recipients of federal aid in the functional area covered, 
the state is willing to assume at least one-half of the local 
matching share. 

Where these criteria are not met, block grants should 
be provided directly to general purpose units of local 
government that individually or in combination are 
eligible for financial assistance. The states, however, 
should be authorized to apply for aid on behalf of 
jurisdictions that are not otherwise eligible for entitle- 
ment funding." 

The states' role in the five existing block grants is 
neither very clear nor consistent. In the case of the two 
federal-local programs (CETA and CDBG), their position 
is ambiguous. As a result, considerable intergovern- 
mental friction has surrounded the issue of state 
involvement. The purpose of this recommendation is t o  
establish a stantard policy regarding the nature, extent, 
and conditions of state participation in block grants. 

As a general policy, the Commission believes that it is 
desirable t o  channel federal block grants through state 
agencies, providing certain conditions are met. One 
stipulation is financial commitment, as evidenced by 
appropriations of state revenues t o  provide services in 
the functional area served by the block grant and by 
buying into local programs through assuming half of the 

*Governor Kneip dissented because he felt that block 
grants should be passed through the states as  a matter of 
course, without special eligibility conditions, and that the 
governor should designate a state agency to perform certain 
administrative functions in the block grant program in- 
cluding: (1) review and comment on local plans and applica- 
tions for Federal assistance; (2) monitor and evaluate 
implementation at/ the local, regional, and, if appropriate, 
state levels; and (3) make recommendations for improving 
coordination. 



nonfederal share of project costs, if matching is required 
of recipients. This buy-in approach was first recom- 
mended by ACIR in 1964, and in 1971 it was added to  
the Safe Streets Act. It is an appropriate quid pro quo 
for state administration of the block grant. 

Money, of course, is not the only measure of the 
states' interest and ability to handle block grants. The 
state should have an established policy in the area, as 
well as sufficient organizational, planning, and personnel 
capacity to implement the program effectively and expe- 
ditiously. These managerial factors are important condi- 
tioners of state-local relationships. 

Where these criteria are met, a federal-state block 
grant should be established. In addition to their adminis- 
trative duties, the states should be authorized to make 
subgrant awards within broad passthrough requirements. 
This approach is consistent with the basic legal relation- 
ship between a state and its local units. Furthermore, in 
comparison with a federal agency, the state usually is 
closer to  and more aware of the needs existing within its 
borders, the priorities for taking remedial action, the 
management capacity and legal powers of local govern- 
ment, and their technical assistance requirements. The 
state also can more readily facilitate in terj urisdictional 
and in terprogram coordination in the delivery of services 
supported by block grants. 

Where direct federal-local funding has resulted from 
the states' inability or unwillingness to meet the above 
conditions for channeling, they should still have an 
opportunity to  play a role in the program. In particular, 
states should be authorized t o  apply for funds on behalf 
of ineligible local units. This position is similar to the 
balance-of-state prime sponsors in the CETA program. 

This two-fold approach to state participation in block 
grants is a flexible and realistic way of bringing some 
rationality and consistency to decisions in the Congress 
on subnational delivery systems. It recognizes both 
capacity and commitment and, as such, carries with it a 
high degree of political feasibility as well as adminis- 
trative desirability. Moreover, it provides an inducement 
for greater state involvement in local problem solving. 

Recommendation 5: 

The Role of Regional Bodies 

The Commission concludes that block grant programs 
have spawned a large number of functional planning 
bodies at the substate regional level that are not 
adequately coordinated with general purpose planning 
and grant review organizations, such as councils of 
governments and A-95 clearinghouses. Hence, the Com- 
mission recommends that where block grant legislation 
encourages or requires the establishment of regional 
planning units, the statutory provisions should specify, 
to the maximum extent practicable, the use of the 
boundaries and organization of existing areawide general 
purpose planning bodies. 

The existing block grant programs except social 
services supports regional bodies that plan for the use of 
federal funds within each functional area. The geo- 
graphic scope, responsibilities, and representation re- 
quiremen ts of these units vary widely. Although federal 
regulations and guidelines "encouraged" the use of 
existing regional boundaries and organizational struc- 
tures in designating these functional planning bodies, the 
substantial number that remain separate indicates the 
ineffectiveness of these provisions. OMB Circular A-95 
seeks to coordinate the activities of functional planning 
units by requiring a memorandum of agreement with the 
clearinghouse in their area setting forth procedures for 
the review of plans, work programs, and applications for 
funds. However, these documents are no substitute for 
integration of substate regional planning bodies. 

The Commission's approach to regionalism in block 
grant programs reflects its overall policy on this matter, 
first articulated in 1973. This policy calls for the 
ultimate establishment in each substate district area of 
an umbrella multijurisdictional organization having sig- 
nifican t planning, grant review, coordination, and ser- 
vicing responsibilities vis-a-vis local governments and state 
agencies. "Piggybacking" block grant planning on ex- 
isting councils of governments, A-95 clearinghouses, or 
other general purpose regional bodies would be an 
important step toward achieving this objective. 
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what is AClR? 
The Adviso Commksian on Intergowrnmental Re- z lations (ACI ) was created by the Congress in 1959 to 
monitor the operation of the American federal syr- 
tern and to recommend improvements. ACIR is a per- 
mamnt national bipart-mn body re rerenting the ex- 

local government and the public. 
P ecutive a d  lqirlative branches of ederal, state, and 

The Commission is composed of 26 members-nine 
representing the Federal government, 14 representing 
state and Iud  overnmnt, and three repmenting B the public. The resident appoints 20-three 
citizens and three Federal executive officiab 
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nominated by the National Governors' Conference, 
the Council of State Wvsrnmnts, the National 
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