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I. INTRODUCTION

As is well known, F'ederal grants-in-aid
have grown steadily in importance in terms
of the Federal budget (from 5 percent in
1951 to 15 percent in 19?6 of Federal ex-
penditures on an NIA basis) and in terms of
overall GNP (from % percent in 1951 to 4.5
percent of GNP in 1976). The period of most
rapid absolute and relative g'orvth occurred
in the late 1900's and thereafter.r A related
part of this expansion of !'ederal grants-iu-
aid has been the provision ofrelatively un-
restricted aid. In part, general revenue
sharing, as it is usually called, has been a
response to the complexities of regrlations,
duplication, and red tape that accompanied
the growth in Federal aid. Promised as both
new money and simplification, recipients
still continue to view it as a desirable form
of Federal assistance. It currently amounts
to 11 percent of all Federal gtants-in-aid;
block grants (including revenue sharing),
constitute over 25 percent of Federal
grants-in-aid.

Because the renewal of revenue sharing
is partially complete as a result of House
action on June 11, 1976, it is of interest to
see where it is, and what the final legislation
may contain in terms of changes from the
original 19?2 legislation. Not only is rev-
enue sharing the largest Federal grant-
in-aid program, but it is viewed as a major
source of innovation in our Federal system.
Provisions of this legislation have filtered
into other Federal programs as well as into
some State aid programs.

I want, therefore, to devote my remarks
to a discussion of H.R. 1336? as passed by
the House of Representatives, the likely
form a final revenue sharing bill might take,
a discussion of the related developn:ent of
"countercyclical" or anti-recession revenue
sharing, and, by way of conclusion, some
overall discussion of the implications of

*Responsibility for the views and et'rors in this paper
rests with the author.

t 19lb Econotnic Rcport ofthe Presidenl, 19?6, Table
B{i7.

these trends for our three tier Federal sys-
tem. Also, I will include a discussion of cer-
tain alternatives which were considered but
not provided in the final House legislation.

I I .  THE HOUSE REVENUE SHARING
RENEWAL BILLI lI.R. 13367

A, Dascription

The linal House bill contains six major
provisions; 'l(1) the elimination of the 8 high
priority expenditure categories and the
prohibition on matching other Federal aid
programs rvith revenue sharing funds; (2)
the extension of the legislation for 33./r ]ears
at a $6.65 billion annual rate on an entitle-
ment basis; (3) the provision of additional
eligibility requirements as of October 1,
1977; (4) additional public hearing and pub-
Iication requirementsi (5) a new civil rights
section which provides certain procedures
under which the Treasury must enforce
nondiscrimination and timetables for com-
pliance on the part of recipients; and (6) a
new requirement that recipients perform
independent audits.

The elimination of the expendilule
categories and matching prohibition are es-
sentially just that, and require no further
description; horvever, the other provisions
deserve further comment.

The basic extension is noteworthy in that
it provides for no grorvth in the dollar
amount available; current larv h:rd increased
the aggregate amount available by $150
million/year so that il reachecl a $6.65 billion
annual rate in the last six months of the
current law, i.e., July 1, l9?LDecember
31, 1976. The extension freezes for 37r

, In addition, the billr (1) updatcs the b:rse ycar to
F Yl9?6 for the applicntion of the stato mairrtenancc of
effort provision in cun'ent larv (sec. 107(b) of the l9?2
Act); (2) requires the Secretary of the Treasury to
promulgate rcgulations on timetables by the agency
with respect !o complaints aud obtain compliance re-
views; (3) prohibits the use of rcvenue sharing for lobby-
ing purposes;'and (4) except for the new eligibility re-
r;rrirernent, lakr:s trffcct as ofJarttar';v I, 1977.
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ysars thi6 $6.65 billion amoun[. More im-
portant, however, is that the payments will
continue to be made without an application
and thus be quite certain as in the past. In
order to achieve this in light of the Con-
gressional Budget and Impoundment Con-
trol Act of 1974, "entitlement" payments
are made within the meaning of sec. 401(b)
of the Budget Act. This is the first time
since the Budget Act was passecl that a
sigarificant program has made use ofthe en-
titlement concept. I might note here that
the manner of funding stirred considerable
controversy in L972, and rvas the focal point
of considerable controversy again in 19?6.
However, despite the expressed concerns
of the Chairmen of the House Budget and
Appropriations Committees, this certain
method of funding was provided.

- While restrictions on use of funds were
diminished, the proposed eligibility re-
quirements make it more difficult to receive
revenue sharing payments after October 1,
1977. Current law requires that a recipient
govel'nment be a city, township, or county,
an Indian tribe, or an Alaskan native village
as delined by Lhe Bureau of the Census. 'Ihe

proposed requiremenls irr effect add that
such a unit of local government must spend
some funds in at least trvo of 14 enumerated
categories (police protection, courts and
c()rrilctions, fire protection, health services,
social sr,rvices for the poor or aged, public
recrcation, public libraries, zoning or land
use planning, sewerage disposal or water
supply, solid waste disposal, pollution
abatement, road or street construction and
maintenance, mass transportation, and
education).

While intended to improve citizen par-
ticipation in the budgeting process, the
proposed public hearing, notification and
repolting requirements are rather complex.
The current proposed and actual use re-
ports are retained and expancled to show
the lelationship of the proposed and actual
uses of revenue sharing funds to the entire
budget, and to the budgets of the previous
two entitlement periods. Arearvide organi-
zations are also to receive these reports. In
addition, the actual use report must explain
how the actual uses differ from the pro-
posed uses and be available to the public.

The public hearing requirements al'e sev-
eral. Seven or more days prior to the sub-
rnission of the proposed use report to the
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Treasury Department, recipients must
have a preliminary hearing on possible uscs
of revenue sharing. Seven or more daya
before the adoption of the actual budget, a
Becond hearing must be held. Thirty days
before this second hearing, a recipient must
publish in a newspaper the proposed use
report, a narrative summary of the entile
budget, and the time and place of lhe sec-
ond hearing. Thirty days after the adoption
of the budget, a recipient must publish a
nai'rative summary describing changes in
the budget from proposed uses and make it
generally available to the public. Finally,
the actual use report must be sent to the
Treasuly.

The civil rights provisions are also quite
complex. Essentially, a general prohibition
against discrimination is provided and
applies to all programs in the recipient's
budget; discrimination on the basis of age,
religion, and handicapped status are addi-
tional forms of discrimination which are
prohibited. Also, discrintination is now
defined in accordance with titles II, III, IV,
VI, and VII of the 1964 Civil Rights Act,
title VII of the 1968 Rights Acl and title IX
of the Educational Arnendments of L972
u'ith respect to discrimination on the basis
of race, color, religion, sex or national ori-
gin. Current law references only Tille VI of
the 1964 Civil Rights Act.

Second, an exception to this genelal pro-
hibition is provided where a recipient can
plove by clear and convincing evidence that
the program on which discrin'rination is al-
leged to take place was not funded in whole
or in part, directly or indirectly, wilh rev-
emre sharing funds.

The third part of the civil rights provision
is a series of procedures the Treasury must
honor in administering the general prohibi-
tion. Without detailing these provisions
here,3 of interest is.that: (l) a finding of

I There are three basic ways that auspension of a
recipi " revenue sharing payments can occur uncler
the ci, .s scction ofthe bill: (1) if, after notification
of an arr.s,ution of discrimination and the passago of 90
days, the recipient does not sign a voluntary complianco
agreement, and an administrative larv judge does not
rule that the rccipicnt rvoukl prcvail in a susbsequcnt
compliance hcaring, suspension may occur; (2) if irt the
above mentionetl 90{ay period, a locality directly rc-
quests a cotnpliancc hcaring and is fountl in non-
compliance, telmination may occur; (3) if the Attolney
Gencral brings a civil action against a recipient in rvhich
thc Atlorne.y Gent'ral's uction prays for suspcnsion or
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discrimination by an agency other than the
Treasury Department or the Justice De-
partment can "frigger" the notilication-
compliance process which may culminate in
a suspension or termination of revenue
sharing funds; (2) a civil action may be
brought directly against a recipient by a
citizen only after exhauslion of administra-
tive remedies (which is taken to mean a
60-day periocl). Thus, the passage ofcertain
amounts of time and the concommitant ab-
sence of a resolution of an allegation of dis-
crimination (e.g., a finding of nondiscrimi-
nation) can result in the suspension of
further revenue sharing payments; { (3), the
Attorney General has essentially concur-
rent authority with the Secretary of the
Treasury in adminisfering the civil rights
provisions. This last aspect of the provi-
sions is the most notable.

The auditing provision requires that re-
cipients conduct independent financial au-
dits in accordance with generally accepted
audit standards.

B, Discussion

I would like to turn now to a discussion of
these provisions in terms primarily of their
relation to problems in current law as iden-
tified by the committee that developed the
legislation.

Overall, I think it is fair to eharacterize
the final House legislation as being suppor-
tive of the concept of revenue sharing and
quite realistic about the problem offungibil-
ity. That is, without a local maintenance of
effort provision requirement, it is vir0ually
impossible to know how the r'evenue shar-
ing funds were spent. In fact, there seemed

termination of payment, and the recipient asks for but
does not get preliminary relief within 45 days of initia-
tion of the action, suspension by the Secretary can oc-
cur, Also, ifin such an action, the recipicnt does not seek
preliminary reliefand the matter is not resolved before
the court in the 45-day period, suspension can occur.

. Payrnents will be iesumed ifi (1) a recipient entcrs
into a compliance agreement with the Secretary after
the 90-day period; (2) thc recipicnt complies with a Fed-
eral or state court order to end the alleged discrimina-
tion; (3) the Secretary finds, 120 days after the passage
of the initial 90{ay period, that compliance has bcen
achieved; (4) after a compliance hearing, thc recipient is
found to be in compliance; (6) after a final finding of
nonconrpliance by the Secr.etary, the rccipient may ap-
peal the finding to a Federal court which could rule in
favor of the recipient.

to be general agreement that one could not
now know from one budget "how" l.evellue
sharing funds have been used, that this was
in effect endemic to the general revenue
shating approach, and that one might be
able to make some judgments about how
such funds were used only by examining
enth'e budgets ouar tinr,e,6

As a result of this vierv on fungibility, it
was though[ essential to strengthen certain
local control mechanisms to ensure that
funds would be spent accol'ding to local pref-
erences, without discrimination, and in ac-
cordance with general accounting princi-
plcs. The more stringent public hearing and
reporting requirements, civil rights stric-
tures and accounting requir.ements rellect
this. These areas were also strengthened
because revenue sharing as administered
by the Treasury Department had been
faulted for not encouraging local participa-
tion and for lax civil rights enforcement.

I think it is fair to point out with respect
to citizen participation in State and local
government that citizen interest in the
budget process has been generally low.
Also, in many states open public budget
hearings at the local level are not mandated
by state law. 'Ihat participation and gencral
interest in revenue sharing diminished after
the first year of the program can therefore
come as no surprise to observers of State
and local government.o It should be also
pointed out that meclia coverage of the local
budget process has generaliy been minimal,
although local nervspapers do publish the
planned ancl actual use r.eports.

The public hearing requirements should
improve the general level of citizen partici-
pation; holevel', by requiring two hearings
and allowing the Sccretary of the Treasury
broad waiver authorily, the proposal may
both go too far and not far enough. There is
a possible problem of applying this re-
quirement at the state level, for there are
usually two (House and Senate) committees
that act, on the proposed budget rather than
the one body contemplated by the House

6 This congtessional arvareness of thc fungibility pt'ob-
lem was well aheatl o{ its costly discovery by revenue
shat'ing researchers who tried to ascertain "how" rev-
enue sharing funds were used. The problem is gener-
all.y addlesst'd by Gramlich :rnrl Galpcr'(1073).

6 Sce Justcr eC al. (1976) for a sound statistical sun'e.y
of attitudes toward general revenue sharing. AIso, see
Nathan et al. (lfl6) for results of a limited sample of
localities.
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bill. Also, by keying the various reports to
the entitlemenl period, which will be the
ncw Federal fiscal year (OcLober I, to Sep-
tember 30 of the following year), the re-
ports may not be as useful to the public as
they might othcrwise be.

Once fungibility is acknowledged, then
the expenditure categories and matching
prohibition are essentially unenforceable. It
was rvith this in mind that these require-
mcnts werc climinatecl. The basic form of
the civil rights provision also is shaped by
the fungibility issue. Note lhat these provi-
sions do not apply in cases where the reci-
pient can demonstrate that the program or
activity was not fundcd by revenue sharing.
This represents an isolation of revenue
sharing in the budget fi'orn own-source-
funded programs. Because of fungibility,
there was the possibility that Federal civil
rights legislation rvould apply to all items in
the budget. Of interest will be the extent to
which recipients can demonstrate that cer-
tain programs were not funded by revenue
sharing, for they will have to show clearly
that such pl'ograms were not funded di-
rectly or indirectly or in whole or in part by
revenue sharing.

In terms of administration of existing
civil rights provisions, it is apparent that
Treasury has a substantial backlog of civil
rights complaints,T and that the response
time from date of tiling to actual action is
prolonged.E On the other hand, the internal
civil lights compliance staff is quite small,
hri,l 1'1'111,rr1, for arlditiorrtl personnel have
not been met. A related issue is whether
civil rillhts undcr general revenue sharing
nre being violated in a manner other or dif-
ferent than under other Federal grants-in-
aid. Since the recipients ofrevenue sharing
are generally the same as those of other
Federal programs, it seems reasonable to
suppose that the extent of discrimination is
about the same, and the extent ofany relief
or diminution of these violations is about
the same as in other programs. I say this
not, ofcourse, to excuse discrimination, but
rather to point out that it would appear
unlikely that recipients are discriminating
more with revenue sharing than they have

t See, for example, Oencral Accounting Offrce (19?6),
and Subcommittee on Civil and Conutitutional Rights of
the Committee on the Judiciary (19?5),

t Subcommittee, op. cdt., p. 15.
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in the past with their own or other Federal
funds.

Perhapa the least noticed but potentially
most sigaificant nerv requiremcnt in the
House bill is that independent and complete
audits be performed by each recipient. As I
noted some time ago,b the Treasury im-
posed through their regrlatory authority a
rather modest set of audit requirements;
this new requirement is far more stringent.
It has not bcen possible to ascertain horv
many slates and local governments do not
currently have inclependenl audits of their
accounts; however, there are several states
which have biennial budgets and for whom
such annual audits might be burdensome. It
is generally thought that many of the small-
er localities have relatively simple account-
ing systems and probably do not have inde-
pendent certified public account signoffs
each year. Also, there may be large
localities which are not audited annually as
well; the District of Columbia has recently
been faulted for not keeping a coherent set
ofbooks. Yet, as we know from the experi-
ence of New York City, having an indepen-
dent comptroller and audit procedul'e does
not ensure that budgets will be accurately,
realistically, and informatively kept. Pre-
sumably, the purpose ofsuch Federal audit
requirements is to force states and localities
to manage their funds in a businesslike
fashion as well as to ensure that funds are
honestly dispensed. However, because such
audits can be cosbly and cause considerable
dislocation until certification can be
achieved, the rcquirement may be resisted.

C, Other Areas of Considerati.on

The final House legislation described did
not include three provisions rvhich were re-
commended by the full Government Opera-
tions Committee: changes in the inter and
intra state formulas, required moderniza-
tion plans, and the application of the
Davis-Bacon Actro to all capital projects
funded in whole or in part by revenue shar-
ing. At this point I will, therefore, digress
to discuss the options considered in these
three areas.

t See Strauss (19?4, pp. 189-90), and Stolz (19?4, pp.
105-lrD.

t0 The Davis-Bacon Act generally requires that wages
covercd by the application of it be at rates prevailing on
similar projects surveyed by the Department of Labor,
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L, Formala Issues-ln examining the
formula, three considerations at vadous
times can be now said to have been made: a
desire to direct funds increasingly to
"needy" local governments; a desire to
"hokl harmless" any recipients which would
be disadvantaged by a change in the for-
mula; and a desire to hold constant the
overall size of the program at the $6.65 bil-
lion rate of the last six months of current
law. Clearly, it is not possible to simultane-
ously achieve all three goals, for to make
certain recipients bctter off is to make the
rest worse off when the amount of funds for
distribution is fixed through time.
IVloreover, with such a fixecl amount, there
can be no hold-harmless funding available.

While the outcome was to leave the cur-
rent formulas intact, a rather wide variety
of options rvas consiclered. First, the Ad-
ministration proposal to raise the upper
Iimitation on allocations rvas examined, and
rejected because it did not systematically
aid older, central cities, and had the disad-
vantage of allowing the so-called industrial
enclaves and resort areas to get larger allo-
cations. Moreover, the ceiling was found to
impact primarily small places with aberrant
tax effort values. Of the 1,155 units at the
145 percent ceiling,rl 841 had populations
under 8,000; 1,018 had populations under
10,000, and 1,117 have populations under
50,000. Only 6 of the nations 25 biggest
cities gained and 1? lost from the higher
ceiling.

Second, the relationship between certain
lorver limitations 12 allocations was
examined. Under current law, localities
may not receive more than 50 percent of the
sum of their taxes and transfers nor less
than 20 percent of the average statewide
per capita grant. Various lower percentages
were examined. Finally, the sequence of
application of these rules u'as examined. Of
all the permutations of formula changes
which were considered, only the lowering of
the 20-percent floor to lower figures actu-
ally resulted in more, winners than losers,
and a rather sensible pattern of allocations

rr Under currcnt law, no locality may reccive more
per capita than 1.45 timcs the average per capita local
grant for the state overall.

rl Under cun ent law, no locality may receive less than
.20 times the average per capita local grant for the state
overall, or more than 50 percent of the sum of ite taxes
plus intergovernmental transfers.

to midwest townships. However, the fact
that 8,000 or so our of the 39,000 jurisdic-
tions woirld lose some amount argued
against such changes.

Third, there was interest in broadening
the tax effort definition at the state and
loeal level to include certain fees and
charges which were thought to be more
nearly taxes than items of individual con-
sumption. Three related kinds of user fees
were considered in various combinations:
sanitation fces, water fees, and other sani-
tation fees. As might be expected, the real-
location which resulted was primarily
intra-slate; however, there were substan-
tial shifts of funds amorlg types of govern-
ments: the shifts were from county gov-
ernments, which generally do not engage in
the sale of such services, to city and town-
ship governments. While efficiency and
equity arguments can be framecl pro and
con rs on the inclusion of these changes in tax
effort, the faci that about a quarter of a
billion dollars was reallocated argued
against accepting this type of change.

Fourth, consideration was given to in-
cluding in the definition of population cer-
tain illegal aliens. Since they use municipal
services, it was thought equifable to take
them into account when measuring the
overall service population size of a jurisdi-
cation. However, because the actual data on
the number of such aliens by jurisdiction is
generally unavailable, and it vvas fclt that
including them in the count of population
would give some legitimacy to what other-
rvise is thought to be a problem of illegal
migrption, the final House legislation did
not include this redefinition of population.

Fifth, consideration at various points in
the legislative process was given to a for-
mula based on the number of poor persons
and families (in lieu of the inverse per capita
income factor), and an adjustment ofaggre-
gate income in the tax effort factor to leflcct
essential needs to suppor.t a family. When
initially considered, this alternative formula
was faulted because: it relied on 1969 cen-
sus data that could not be updated unlil
1980, it failed to'.systematically aid the
larger jurisdictions (only 82 of the largesl
200 were better off under lhe particular

rr See, for example, General Accounting Office (19?5)
for the pro argument, and Strauss and Wertz (19?6) for
the contrary argumqnt with reganl to municipal elcctric
orofits.
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formula considered), 33,231 of the 39,000
plus jurisdictions were rvorse off and only
2,584 (many of whom were the industrial
enclaves) were better off when compared to
the current formula at the same funding
level, and 28 of 5l states (many were the
larger, industrial states) were rvorsc off. In
any event, the Government Operations
Committee favorably recommended this
formula change to the House although
u'ithout the comparative data just noted. In
the final analysis, however, this formula
change was deleted.

Perhaps the most, persistent criticism of
the intra-state allocation formula has been
that it fails to provide sufficient funds to
"needy" communities. It is sometimes dif-
ficult to ascertain rvhat "needy" means.
The most common benchmark used by
critics is the differential presence of poor
families. In this vierv, a concentration of
poor families is prirna facie evidence of a
greater "need" for revenue sharing. On the
othen hand, it may also be tha[ the local
government (the object of the program) is
in sound fiscal healLh and docs not have
jurisdiction over welfare and health pro-
grams rvhich ane more oriented torvard the
poor. There is the additional question of
how redistributive such a general (as com-
pared to a categorical) program of fiscal as-
sistance should be. While the program is
usually though to to be somewhat equaliz-
ing, as a result of the inverse per capita
income factor in the intra-slate formula, it
is held by some to be sufficient for the pur-
poses of a program of general assistance
which goes to all units of government.

In many respects, the issue ofhow redis-
tributive revellue sharing should be cannot
be resolved, either because data on certain
factors (e.g., differential service costs) is
unavailable, or because the matter is
primarily a judgemental one. Of related in-
terest is to compare how revenue sharing
impacts jurisdictions vis-d-vis other major
grant-in-aid programs.

To make such comparisons, I have taken
the ratio of Entitlement Period 6 allocations
to the individual income taxes needed to
finance nationally the program for several
city county governments. Trvo such ratios
are computed: the first assumes financing
as a surcharge to Federal liabilities, the
second assumes financing via a simple flat
tax on AGI. When the ratio is greater than

I \AI . | . \ f lL LAu\ .JtrLJ.t l r \J: \ ! I  r  v r .  . r - - - - -

one, the area is x "1yin1s1"-fhat is, it gets
more in revenuc sharing than it implicitly
pays to finance the program. When it is less
than one, the area is a loser*it pays in
more than it gets back. Analagrous ratios
have been computed for 19 other Federal
aid programs under the same financing as-
sumptions.

Several caveats to this net fiscal incidence
analysis should be stressed: the data refer
to just, a few county areas and not just
cities. Another limitation is that the Fed-
eral tax data refer to L972, and are prelimi-
nary. Finally, the other 19 Federal proglam
data is based on the OEO 1972 Federal out-
lay surveys which iu turn have certain limi
tations.

With these limitations in mind, let us look
at the results of this analysis (Table 1).
Under either financing assumption, 4 of 6
are net fiscal "winners" uncler revenue shar-
ing. For example, Philadelphia receives 9
percent more than it "pays in" on a sur-
charge basis and I percent more a percent

. of liability basis. Viewed in isolation for
these few observations, revenue sharing is
redistributive, if we take that to mean that
big cities should get more [han they im-
plicitly pay in through Federal individual
income taxes.

When we compare revenue sharing to
other Federal programs, the comparison for
these few observations is less favorable, al-
though.there is a fair amount of variation.

2. Modentization Report-A second,
less controversial proposal was to require
the states to file plans for modernizing state
and local government and the pnogress
through time in achieving it. However,
since modernization is an illusive concept to
operationalize, and there was little senti-
ment for making the reports meaningful,
e.g., defer funds to those who failed to pro-
vide or achieve stated plans for rnoderniza-
tion, it became apparent that the resuitant
paperwork might not be justified.

3, Broadening Daais-Bacon Requirc.
rnents-Curtent law reouires that the
Davis-Bacon Act be appliecl to capital proj-
ects funded by 25 percent or more with
revenue sharing funds. At one point in the
development of the legislation, it rvas
though that eliminating the percentage test
might help improve the construction inclus-
try. On the other hand, such a requirement
might materially reduce the ability to smal-



Table I

Net Fiscal  Ineidence of  Grant- ln-Aid
r/

Paynients- to Selected Clty-County Governnents
2/

IncLdence Index-
3/

Federal Grant-in-Aid Progran-
Ln 1972

1. School tunch Progran
2. Food Stanp Bonus Coupons
3. Educ. Deprived Children
4. SAFA (P.L. 874)
5. Grants: Dependent Children
6. crants: OId Age
7. Grants: Soctel Services
8. Xedical Asslstance
9. OASr

10. Urban Renewal
Ll. Ilov Bent flouslng
12. llodel CLties
13. Grants: LEA
14. IIETA-trainlng
15. Neighborhood Youth Corps
16. Public Enploynent Program
l?: Urban llass Transit
18. Hvy. Plannlng & Construction
19. Grants: Sasterater l}eattnent
20. General Eevenue Sharing

Rank of cRS with respect to I-19

PHII.ADEI,PEIA
offi.s
!/ 1/

WASEINGION.. D.C.
@L.A  @L.B

sT. IOUIS
OOL.A OOL.B

. 6 7
1 . 5 3
2 . 0 6

. 7 9
3 . 5 8
1 . 1 3
1 .  s 9
l .6 r f
1 . 5 3
2 . 4 2
6 . 7 4
4 .  5 3

. 1 6
L . 2 5
1 . 5 3
2 . 5 4
9 . 9 3
t .  oo
.oo

l .  09
(r5)

.62
L . 4 2
I  . 9 1

. ? 3
3 . 3 2
t . 0 5
1 . 4 8
1 . 5 2
L . 4 2
2 . 2 s
6 . 2 5
4 . 2 1

. t 5
1 .  1 6
L . 4 2
2 . 3 6
9 . 2 2

. 9 3

.oo
I .  O t
(15)

!/
t . 5 2
2 . 2 5
I . 4 0
1 . 6 7
1 . 6 6

. 7 5
1 . 2 8
1 . 4 8

. 7 8
2 . 4 4
3 . 8 2
4 . 5 8
8 . 7 5
5 . 5 4
5.  08
l . l 1
5 . ? 3

.60
4 . 3 9

. 9 8
( 1 ? )

2/
r .  ? 6
2 . 6 0
t . 6 2
1 . 9 4
1 . 9 2

.87
1 . 4 8
I  . 7 1

. 9 0
3 . 2 9
4 . 4 2
5 . 3 0

to .  12
6 . 4 1
5 . 8 7
1 . 2 9
6 . 6 2

. 6 9
5. 08
l .  1 3
( r7 )

!/
.99
. 7 3
.42
. 0 2
.46
. 8 t
. 1 8
. 1 6

2  . 0 5
.43
.oo
.o0
. 0 7
. 4 3
. o 0
. 7 9
.oo

l .  0 5
. 0 3

1.  04
(3)

2/
.92
. 6 8
.39
. o l
.43
.76
. L 7
. 1 5

L . 9 2
. 4 0
. 0 0
.oo
.06
. 4 0
.oo
. 7 4
.oo
. 9 8
. 0 3
. 9 8

(3)

Notes:  Source:  Tabulat lons of  prelLnr inzry L972 Snal l  Area Stat is l ics of  Incone

Befers to Ent i t leDent Per iod 6 Al locat ion.
Eat lo of  Grant- in-ald a l locat lon to port iot  of  1972 Federal  indiv idual  inconte taxes needed

to finance the prograrn nationally.
Based on 1972 Federal  Outfays bY S :
Financing assumFillon i- surcharge on L972 tax liabilt'ties.
Financing assraptlon ls tax on affusted gross iDcome.
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Table I  (Contfd.)

Net Fiscal Incldence of Grant-ln-Aid
r/

Payruents- to Selected City-County Governmetrts
2/

fncidence Index-' '
3/

Federal Grant-Ln-Ald Prograro-
in 1972 '

1. Sehool Lunch Program
2. Food Sta$p Bonus Coupons
3. Educ. Deprlved Children
4. SAFA (P.L. 874)
5. Grants: Depondent Children
6. Gr:tnts: Old Age
7. Grants: Socl.al Servlces
8. lledical Assistance
9.  OASI

10. Urban Renewal
11. Lov Bcnt llousing
l,2. Hodel Clt ies
13. Grarts: LEA
L4. IIDTA-I!alning
15. Neighborhood Youth Corps
16. Publie DuployDent Program
17. Urban llass Transit
18. Hwy. Planning & Construction
19. Grants: ?lastervater Ileatnent
20. General Revenue Sharing

Bantr of GRS vith respect to I-19

BALTIUORE
oit--ET.s

TE ORLEANS
oilF-..-.--E.s

rET }DRK
OOL.A GOL.B

5/L/ !/
. 0 0

4 . 6 4
L . 2 2

. 3 0
1 . 3 1
3 .  O l

. o o

. 6 0
l .  l o
1 . 2 0
7.  58

. o 0

. t2
1 . 2 0
1 . 7 0
1 . 9 5

.04

. 2 L

.02
r . 0 8
(u)

2/
.oo

5.  t?
1 . 3 5

.34
1.rf6
3 . 3 5

. 6 1

.67
t . 2 2
r .33
8. . f3

.oo

.13
1 . 3 3
1 . 8 9
2 . L 7

.o,t

.24

.02
1 . 2 0
(u)

!/
l .2 l

.97
2 . 1 0

. L 7
2 . 4 4

.9r
,1 .6 I
3 .2L
L . 2 l

.24
2 . 7 1
2 . 3 a
I .82' . 1 1
t .4 {

.89

.26

. t2

.3?

. 9 0
(r3)

1/
t . 2 7
1 . O 2
2 . 2 L

. 1 8
2.6L

.96
4 . 8 5
3 . 3 7
t . 2 7

.25
2 . 8 8
2 . 5 0
1 .  9 1

. t 2
1 . 5 2

.93

.24

.13

.39

. 9 5
(13)

2 . 4 8  2 . 3 7
3 . 3 4  3 . 1 9
2 . O O  I . 9 t

.58  .56

. l o  . t o

.o8  .o7

. o 7  . o 7

. 1 8  . 1 7
t . 2 2  t . I 6
3 . 6 9  3 . 5 3
4 . 1 s  3 . 9 ?
4 . 5 7  4 . 3 7
4.56  4 .36
2 . 9 2  2 . 7 9
2 . 9 2  2 . A O
1 . 3 5  I . 2 9

.00  .oo
1 . 9 7  1 . 8 8

.o3  .o3
l.  06 1.. ol
(13) (r3)

z
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oz
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, F

X
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o.c
Fz
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P
Xxx

Notes :

L/z/
3/v/v

Source: Tabulatlons of prelilrinary 1972 Sra1l Area Statlstlcs of' Incoltp

I lefcrs to Entl t lernent Period 6 Al location.
Itatto of crant-Ln-ald allocatlon to portlo\ of L972 Federal lndlvtdual Lncone tixes needed

to flnarce the progranr natlonally
Basod on 1972 Federal Outlays by Stato ar@.
Financlng ass ies.
I'inancing assur'lptlon Ls tax on adJusted gross lncone.



ler jurisdications to engage in capital con-
struction projects. Afler some considera-
tion, the 25 percent test was left in place.

D. Possible Paranwters of Fhtal BiIL-

In certain rcspects, the major philosophi-
cal battles over the renewal of general re-
venue sharing have been completed. The
provision of entitlement funding for 3 and
% years in the House bill could well re-
main. Recognition of fungibility and various
procedural requirements as well as ex-
panded civil rights guarantees could rvell be
parts of a final renerval bill; however, it is
l ikely thal some of the details of the House
bil l may be altered (e.g., the public hearing,
rcporting, and civil r ights provisions) to
make them both more rvorkable vis-i-vis
thc diversity of state and local government
and more effective in tcrms of achieving
overall goals.

Whether or not the program will in the
final analysis be continued for a 374-year
period and at a fixed or groling dollar
figure is difficult to predict. However, il
woukl appear at this juncture that the for-
mulas of current larv, which were examined
rather carefully in the Housc, wil l not be
changed in any substantial fashion. Not
only do apparently small modifications af-
fect many jurisdictions, they generally do
so in surprisiug and unintended ways.

I I I .  ANTI-RECESSION OR COUNTER-
CYCLICAL REVENUE SI{ARING

A. General

lVhile the Congress has been considering
general revenue sharing, there has bcen a
parallel considelation of anti-reccssion or
countercyclical revenue sharing as part of a
package of fiscal stimulus. The justiflcalion
f<-rr such glants is based on the follorving.r{
In periods of dec)ining GNP, state govern-
ments, and to some extent, local govern-
ments find revenues either dropping off or'
not growing adequately to meet expendi-
tule necds. As a result, the state-local sec-
tor tends to raise tax lates and/or cut ex-
pcnditules to balancc their budgets at the
same t.ime the Federal government is doing

ra See Sunley (19?6) for a further discussion of
count,er+yclical revenue sharing.

the reverse to stimulate aggregate demand.
Overall, public fiscal policy tends to be more
neutral than countcrcyclical in nature, and
has led to the suggestion that periodic Fcd-
eral glants be made which would be based
on the business cycle.

In this scction, I would l ike to discuss
alternative approachcs to providing such
assistance. I should note piuenthetically
that all of them make anti-recession pay-
ments, but nonc obtains repayments or tax
collections in periods of excessive economic
growth.

B, Un employtncnt Trtggered Assistatt ce

The two vcrsions of countercyclical rev-
enue sharing that have received active
consideration rely on unemployrnent rate
levels to indicate whether or not such assis-
tance should be provitled. In palticular,
funds becorne available for distribution to
sta[e and local government when the na-
tional unemployment rate exceeds 6 per-
cerrl for two consecutive quarters. The
amount available pel quarter for allocation
is $125 mill ion plus $62.5 mill ion l imes each
one-half percenLage point of nnemployment
in excess of 6 pcrcent. The first version of
the countcrcyclical formula then allocates
funds to state ancl local government if their
unemployment rates cxcceded certain base
period unemployment rates observed over
1966-69; one-third of the init ial national
amount rvould bc available for slrte gov-
ernments and tu'o-thirds of the ini-,ial
amourtt would be available for local gov-
ernrnents. In both instances allocation for
eligible units (e.g., those with unemploy-
ment rates in excess of the base period)
woukl be based on the excess uncmploy-
menl rate u'eighted by nonschool taxes.

The second version of lhe countercyclical
revcnue sharing formula would follorv the
one-third. trvo-thilds division of avaihble
funds; however, allocation lo each state
area would be based on the excess un-
employment rate (but using a fixed 4.5 pcr-
cent base point) t imes the general revenue
sharing allocation. Essentially, the generai
revellue sharing allocation rcplaces taxes in
the fornrulas.

Thcre are, however, several platical and
conceptual diff icult ies with both of these.
Perhaps the most diff icult issue to resolve is
whether one is seeli inu to achieve fiscal
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coordination with such a program of assis-
tance (and, therefore, eliminate lhe fiscal
perversity noted earlier), or one is seeking
to provide a form ofjob creation assistance
in those areas worst hitby a reccssion. This
is not to suggcst that the two goals are
contradictory, but rather that ernphasis on
ensuring fiscal coordination may result in
sonrething other than an unemployment
rate triggercd program.

A secorrd conccptull issue int'olves thc
pallcrn of lags in tlrc economy. Gcncrally,
a(lvcrso dcvelopments in the lnbor market.
frrl lou' rlc<:l incs in prorluction (and thus dc-
clinc.s in ci:rtlirr irrcornc conditioned tax l'ev-
cnues such as sirlcs anrl intl ividunl income
taxcs). Provitling ai<l base<l on l:rbor mtrl<et
conditions may rcsult in rnaking payrncrrts
rluitc latc in lhc rcccssion an<l rvcll into thc
rccovcr'.y. Morc rlcsirable rnight bc assis-
tance which occurrecl early in thc rcccssion
so that it would be more counter.cyclical.

There are scveral practical considera-
tions beyond these general matters. The
most difficult aspect of an unemployment
based formula is that ther.e is very little
unemployment data by jurisdiction, and
that data available is subject to rather large
sampling eror-unofficial BLS guess-
estimates put the standard error of esti-
mate at 20 percent or higher. While there
are such data for only 1,200 potential reci-
pients, these are the major population and
economic centers. However, I must confess
some unease at the prospect of allocating
over a billion dollars on the basis of data
which will not stand up rvell under scrutiny.
There has been some rather extensive liti-
gation ol'er similar data used to administer,
the Comprehensive Employment Training
Act.

C. Assisfotce Triggered by Declines in
Real'Wages

An alternative approach to the un-
employment rate trigger is to compensate
slate areas directly for taxes foregone due
to a recession in that state, Under this an-
proach, thcre is no national trigger, but
rather state specific trigger.s based on
whether or not private real wages in each
state have declined for [wo consecutive
quarters. By looking at private rvages
(rather than GNP) at the state level, one
isolates activity which contributes to tax

collections from various Federal transfers
(e.g., welfare payments) and built-in-
stabilizers. In a sense, a decline in real
wagcs by state is a dcfinition of a recessiorr
and a primary indicator that there will be a
fi scal coordination problem.

Allocations could be equal to the tax ef-
fort of the state area multiplied times the
dccline in real wa[res; this is in effcct, thc
amount of taxes foregone as a result of the
recession. Diagram 1 displays the pattern of
timing of lhis type progr.un of :rssistancc.
Thc entry of a "1" meuns rcal rvages have
dcclinccl in that quarler comparcrl to tha
prcvious quarter; back-to-back "1's" means
a p:rynrcnt would be triggcrcd. ltrspccillly
intcresting is the variation among sLates in
thc paltcrn ofthc 1049, 1954, l9l-r7-8, 1960,
1970, uud 19744 reccssions. I,'or thc in-
tlustrill statcs, thc rcccssion$ wcre gcncr-
ally carlier, arrd lastcd longcr. 'Iable 2 indi-
cates the quarterly and annual total costs of
such a program over the period 1960-1g?b.
Of interest is that the costs would have
exceeded $1 billion/year in 1974 and l9?5; in
1975, the costs would have exceeded $6 bill-
ion a year.

While the stateJevel trigger has certain
attractions in that it better reflects the tim-
ing of a recession and its location, it has
certain disadvantages. For example, there
may be circumstances when a state will in
the aggregate be economically healthy, but
have ceutain depressed or declining areas,
(e.g., the State of Maryland and the City of
Baltimore). Also, with 51 separate ,,lrig-
gers," there is less predictability irr re-
quired Federal payments and thus an
increase in the uncontrollability of the
program vis-A-vis one based on a single na-
tional trigger.

With respect to the allocation of funds
within each state area, there are sevelal
possible allocation formulas. For example,

'one could use the current intra-state rev-
enue sharing formula, although it is
primarily a general fiscal assistance formula
rather than one aimed at achieving fiscal
coordination. Variants of the unemploy-
ment rate allproaches discussed earlicr.
might be used, although the inavailabilitl'
and unreliability of data would seent to bc
an intractable problem. I\,Iost desirable, of
course, would be to allocate intra-state on
the same basis as inter-state-that is, orr
the basis of folegone tax revenues. Unfor-
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tab le 2

Tota l  U.S.  Al locat lons under Countercyc l lca l .

Revenue Sharlng Fornula Based on Decllne ln Private Beal l{ages*

($ nr l l l lons)

Total

L960
1961
1962
1963
1964
196 5
1966
1967
1968
1969
19?0
1971
L972
L973
L974
1975

8 8 . 9
3 8 9 . 9

. 6
29 .8

2 , O
2 , L
t - . 3
7 . 9
9 . 8

. 3
4 . 9

6 3 3 . 0
9 8 . 3

0 . 0
1 2 5 . 0

1486  .3

0 . 0
359 .3

0 . 0
2 . 2
0 . 0
0 . 0
1 . 8
1 . 0
0 . 0
0 . 0

7 8 . 7
2 7 . I

0 . 0
0 . 0

2 1 1  . 9
2 7 7 2 . 3

0 . 0
2 . I
0 . 0
3 . 7

. 8
r .q
3 . 1
6 . 1
0 . 0
0 . 0

494.O
6 . 9
I . 4
0 . 0

87s ,5
L 4 4 7 , 6

1 3 8 . 5
1 . 0

t4.2
1 0 .  7

1 . 9
1 . . 4
4 . O
8 . 0
0 . 0

. 3
289,4
146  .9

0 . 0
1 4 1 . 8
558
3 3 5 . 7

225,4
7 6 2 , 4

1 4  . 8
48 ,4
4 . ?
4 . 5

1 0 . 0
2 3 .  0

9 . 7
. 6

8 6 6 . 9
8 1 3 . 7

9 9 . 7
1 4 1 . 8

1 7 6 8 . 5
6 0 4 1 . 9

*Note:  Quarter ly  to ta ls  ref lect  the sun across 5O States
and the Dist r ic t  o f  Colurnbla of  tax ef for t  t lnes the decl lne
in real  wages per  Srate.  Tax ef for t  is  as measured by the
Census Bureau ln annual nunbers of Governntental Finances;
real  pr ivate wages refer  to  pr lvate@ea
by the Consumer Pr lce Index.  Table entr ies ref lect  data lags.

tunately, data by jurisdiction on wages is
not frequently available.

Another approach to the intra-state allo-
cation of funds rvould be to make such pay-
ments proportional to the net taxcs of state
government and adjusted taxes of local
government.rc (See tables 3 and 4.) In this
view the fiscal coordination problem is dealt

rt Algcbraically, thc grant, G, for the j'th unit of gov'
ernment in a state woukl be:

r'.t.
trr = -T-I'-

T l t
rvllcre F is'the aggregate 6tate area amount.
The rrtio of F to I T1 is the percentage of taxes each

locality will receive'.

with quite neutrally. To make the intra-
state allocation more redislributive, one
could adjust the formula for tax effort and
inverse per capita income on the grounds
that localities sacrificing a larger percen'
tage of income have a more serious fiscal
coordination problem as do those with lower
per capita incomes, e.g., abilities to pay.rl

t. Ifore spccifically, one might create a local share on
the basls of taxes, and then allocate in a series of geo'
graphic tlers as in the genoral revenue sharing formula.
The basic algebraic statement would thcn be:

G =

n T ' n t

T PcY
T T

Y PCY



Trble 3
19?5 Countorcycl lcal Grrnt Undor ($ MlUlons)

Dccllne ln neal llage fornula

Alabana

Alasks

Arlzona

Afkansas

Crllfornll

Coforado

Connoctlcut

D,ela$aro

D .  c .

Florlda

Coorgla

Itarvall

Ideho

I111no1s

Indlana

Iova

Xensas

Nentucky

Loulalana

lla1ne

Maryland

MasaBchusetta

Ulchlgan

l(tnnesota

Mlaslsslppl

lllaaour! !

Montana

Total l/
Locol 'I6xes

259.O47

50.068

2r? .389

64.665

4047,337

30s.983

436. 550

37.091

?96.961

452,807

l48 .6 t t

50 .340

14s9.596

s23,420

302.332

246.976

186.005

318.336

10?.164

556.050

1319.956

tos?.707

436.509

137. 508

523.LL?

84.18L

Totsl St&to 2/ Totg.!
Tnxca 

- 
Taxes

I0r?.4 1276,44?

205.9 255.468

1253.6  l4?O.989

605.4  670.065

797t.? 12019.037

797.6  1103.583

x092.9  1529.450

308.1  345.191

Total 1975
Countcrcycl lcal,

Grant 3/

**a-

o

90.983

42,689

64t.27t .

68 .  r38

182.468

24.478

9. ?06

443.2s9

169. 500

4.848

0

634.2L2

199.?76

20.588

L2.O72

11.259

23.61.9 ' i

30 .690

85.  O55

215.561

324.813

125.699

19.491

83 .897

' t
$

:
Grant rs 3,
Percont  o.
l'otal Tax--*

5 . 0
t_

6 . 2  

" ,6 . 4

5 . 3

6 , 2

u .9
7 . t

l2 .4

8 . 6

. 8

2786.e 3583.561

1514.9 Ls67.?O7

4s4,9 643.511

256.2 306.54

4083.O 5542.596

L674.2 2L97.62

1005.1 L307.432

702.7 949.676

1106. r  1292.105

1319.5  1637.836

336.3 443.464

1578.2 2134,25

2204,7 3524.656

3681.2  4?38.90?

1843.1 2279,609

746,5  884.008

1300.4  1823.517

220.O 304.I81

Because central cities generally have higher City would get 28 percent more under this
per capita taxes, tax effort, and lower per approach than under the general revenue
capita income than other jurisdictions, such sharing formula (with identical state area
a formula would substantially concentrate amounts available for loopl distribution).
funds to them. For example, New York

whore Y is total money income and PCY is per capita ld6 percent ceiling, and the requence ofconstminta, one
rncome. migh! eliminatethe ioorand the ceiling except forthose
With respect to the mstt6r8 of tlre 20 percent 0oor, ths unif,s with aberant tax effprt values. 

-
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TABLE 3 (cont'd.)

Nebraska

Novada

New Hanpshlro

New Jersey

Ncw Mexl.co

Now York

North Carollna

North Dakota

Ohlo

Oklahona

Pennaylvanla

Bhode Island

South Carollna

South Dakota

Tennessee

Texas

Utah

Vcrnont

VXrg ln la

Washlngton

West Vl lglnla

IYlsconsLn

Wyoming

184.365 777.5  961.865 L6 .229

Oreson 158.096 701.5  859.596 42.463

427.461

33.842

8 8 . 0 3 9

2 . 1 9 0

67.440

32.873

L2.789

L4.728

r 0 1 . 9 3 6

2 7 . 5 4 9

9.648

1 0 8 . 9 2 1
2 3 . 8 8 6  t 2 4 . 2  1 4 8 . 0 8 6  4 . 0 3 6

16?.804 405.6  5?3.404

t12 .046 251.6  363.646

8 6 . 3 8 1  1 6 5 . 1  2 5 I . 4 9 I

1429.O17 2056.3 3485.31?

49.530 437.?  487.23

5434.393 8516.4  13951.094

419.694 1806.4 2226.O94

4?,L90 2LA.7  265.89

I08 I .395 2788.9  3870.296

1213.548 4609. I  5822.648

96.517 333.?  430.2L7

1 1 6 . 8 8 1  9 0 r . 5  1 0 1 8 . 3 8 I

78 .570 165.6  244.1?

3 5 3 . 5 1 9  1 0 9 2 . 4  1 4 4 5 . 9 1 9

L202,493 3287.9 4490.393

85.421 363.1  448.524

40.829 L79.6 220.429

56?.875 1507.9  2075.?75

327.548 1359.7 t68?.248

85.682 610.1  695.782

446.878 2032.2 2479.O78

1 1 . 1 0 7

9.322

22.877

370.498

8.  533

668.995

59.457

0

372.66L

1 . 9

2 . 6

9 . 1

1 0 . 6

I . 8

4 . 8

2 , 7

9 . 6

L . ?

4 , 9

? . 3

7 , 9

8 . 6

. 9

4 . 7

. 7

2 . 9

6 . 7

4 . 9

r . 6

I . 4

4 . 4
2 . 7

L/ Source 3 Staff tabulat lons of Entl t lement Perlod 6 revenue sharJ.ng
taPe

Z/. Table I7, Governnental Flnances ln f93!J, U.S. hrredu of the Census
l/ $6,041 bl lm

IV. IMPLICATIONS FOR THE FED.
ERAL SYSTEM

The renerval of general revenue sharing
and the likely passage and funding of a
program ofcountercyclical assislance do not
in and ofthemselves constitute a trend from
which one can generalize. Also, it is not

likely that both will occur without subsfan-
tial opposition. On the other hand, revenuc
sharing has been with us since 19?2, and
appeais to be a relative flxture; the block
grant approach is also becoming more in'
portant in terms of overall Federal grants'
in-aid.

There are several noteworthy charac'



t\ u. ol

teristics of the trvo programs revierved het'e
that may spread to other programs of Fed-
eral assistance: (i) direct, formula allocation
of fixed amounls of Fecleral funcls to local
governments, (ii) provision of assistance to
general governmental units rather than
special districts or multi-distriet entities,
(iii) reliance on strong Federal procedural
requirements (e.g., civil r ights, cit izen par-
ticipation, and auditing and accounting). In
fact the renewal of general fevenue sharing
involves primarily changes in these pro-
cedural requirements, rather than in the
universe of recipients, the formula, defini-
tions of data etc.

This direct allocation to localities l'eprc-
sents a Federal t'ecognilion of a three tier
Fedelal system. It has historically been ar-
gued that because localities are the con-
stitutional creatures of the states that there
reaily is only a two tier system. With a
possible Federal takeover in certain state
responsibilities, notably welfare, the ques-
tion arises rvhat sort of role the states rvill
play in the future. While procedural re-
quirements on the state and local govern-
ments may increase over time, and funds
rvill be provided on the basis of Federal
defincd, nonmatching formulas, it is in-
teresting to note that certain basic organi-
zational problems in state and local gov-
ernment have so far been unaddressed. The
matters of overlapping jurisdictions, out-
dated allocations of functional respon-
sibilities, and annexation and zoning powers
are usually nol thought to be the proper
concern ofthe Federal government. Yet, as
lesources increasingly are spent at the local
level to deliver services, these matters of
organization and boundary rvill become in-
creasingly important.
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TABLE 3 (cont'd.)

Nebra6ka

Nevada

Nev llenpshr.ro

Nef,r Jersey

New Mexlco

Now York

l{orth Carollna

North DakotB

Ohlo

Oklahona ',.

Oregon

Pennsyl,vanla

Rhod€ Island

South Carollna

South Dakota

Tenn€ssee

Texas

Utah

Vertnont

Vlrglnla

lYashlngton

West Vlrginla

Wlsconsln
Wyomlng

16?.804 405.6  573.404

112.046 2s1.6  363.646

8 6 . 3 8 1  1 5 5 . 1  2 5 1 . 4 9 I

L429,OL? 2056.3  3485.317

49.530 437.7  487,23

5434.393 8516.4  13951.094

419.694 1806. {  2226.O94

47,L90 2t8.7 265.89

108I.396 2788.9 3870.296

1 1 . 1 0 ?

9.322

22.877

370,498

8 . 5 3 3

668.995

59,457

0

372.66L '

L6,229

42.463

427.46L

33.842

8 8 . 0 3 9

2  . 1 9 0

6?.840

32.873

L2,789

L4.728

101.  936

27.549

9 . 6 4 8

1 0 8 . 9 2 1
4 . 0 3 6

1 . 9

2 . 6

9 . 1

l o . 6

1 . 8

4 . 8

2 , 1

9 . 6

1 . ?

4 . 9

? , 3

7 . 9

8 . 6

. 9

4 . 7

2 , 9

6 . 1

4 . 9

1 . 6

1 . 4

4 , 4
2 , 7

1 8 4 . 3 6 5

1 5 8 . 0 9 6

7 7 7 . 5  9 6 t . 8 6 5

? 0 1 . 5  8 5 9 . 5 9 6

I2 I3 .548 4609.1  3822.648

96.517 333.7  430.2L7

1 1 6 . 8 8 1  9 0 1 . 5  1 0 1 8 . 3 8 1

78.5?0 165.6  244,L7

353.519 IO92.4  1445.919

1202.493 328?.9 4490.393

85,42t 363.1 448.524

40.829 179.6  220.429

s6?.875 150?.9  2075.??5

327,548 1359.? 168?.248

85.682 6 I0 . t  695.782

446,878 2032.2 2479.078
2 3 . 8 8 6  L 2 4 . 2  1 4 8 . 0 8 6

L/ Source: Staff tabulatlons of Entltlemont perlod 6 revenue sharingt
tape

?/. Table L7, covernnental Flnances ln 19?3-4, U.S. Bured,u of the Censu6
? /  $ 6 , o 4 t b r l m

IV. IMPLICATIONS FOR THE FED.
ERAL SYSTEM

The renerval of general revenue sharing
and the likely passage and funding of a
program ofcountercyclical assistance do not
in and ofthemselves constitute a trend from
which one can generalize. Also, it is not

likely that both will occur without substan'
tial opposition. On the other hand, revenuc
sharing has been with us since 1972, an<l
appeari to be a relative fixture; the block
grint approach is also becoming more inl'
portant in terms of overall Federal granls'
in-aid.

There are several noteworthy charac'



teristics of the two programs reviewed here
that may spread to olher programs of Fed-
eral assistance: (i) dircct, formula allocation
of fixcd amounts of Federal funcls to local
governments, (ii) provision of assistance to
general governmental units rather than
special districts or multi-districl cntities,
(iii) reliance on strong !'ederal procedural
requirements (e.g., civil r ights, cit izen par-
ticipation, and auditing and accounting). In
fact the renewal ofgeneral revenue sharing
involves primarily changes in these pro-
cedural requiremcnts, rather than in the
universe of recipients, the formula, clefini-
tions of clata etc.

This direct allocation to localities repre-
sents a Fccleral recognition of a three tier
Fedelal system. It has historically been ar-
gued that because localities are the con-
stitutional ereatures of the states that there
really is only a trvo tier system. With a
possible Federal takeover in certain state
responsibililies, notably welfare, the ques-
tion arises rvhat sort of role the states rvill
play in the future. While procedural re-
quirements on the state and local govern-
ments may increase over tinre, and funds
will be provided on the basis of Federal
defined, nonmatching formulas, it is in-
teresting to note that certain basic organi-
zational problems in state and local gov-
ernment have so far been unacldressed. The
rnattels of overlapping jurisdictions, oul-
dated allocations of functional respon-
sibil i t ics, and annexation and zonittg powers
are usually not thought to be the proper
concel'n of the Federal government. Yet, as
resources increasingly are spent al the local
level to deliver services, these matters of
organization and boundary rvill become in-
creasingly important.
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