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FOREWORD

The State and Local Fiscal Assistance Act of 1972,
commonly called the Revenue Sharing Act, expires on '
December 31, 1976. Passage of the act marked a new approach
to giving Federal financial assistance to State and local
"governments., Undexr the program, Federal funds are auto-
matically disbursed to all State governments and to over
38,000 local governments--counties, townships, municipali-
ties, Indian tribes, and Alaskan native villages--with fewer
administrative requirements and controls than apply to other
forms of Federal domestic aid.

The Congress limited the funding of the revenue sharing
program to a 5-year period in order to review the act and
decide whether it should be continued or revised. We are
studying selected aspects of the revenue sharing program so
that we can assist congressional evaluation.

Because revenue sharing affects so many State and local
governments, various individuals have suggested that it be
used as a lever to encourage improved intergovernmental co-
operation and, perhaps, local government modernization.
Although the present legislation contains no conditions de-
signed to accomplish such objectives, several bills which
led to the act sought to modernize and revitalize govern-
ment- structures and procedures. The Nation has experienced
over 2 years of revenue sharing, and we considered this an
opportune time to reexamine this issue.

We commissioned five papers by authorities in the field
of metropolitan governance. The papers were circulated to
a group of Federal, State, and local officials and other
selected experts, and a conference was held from November 20
through 22, 1974, at which time the papers and related
matters were considered. The study sought to obtain a sam-
pling of current, informed thinking about the prospects for
using revenue sharing to achieve a measure of local govern-
ment modernization and about the general status of govern-
ance in metropolitan America. The thoughts set forth should
not be interpreted as our conclusions or recommendations.
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I hope that this document, which includes the five
papers, as well as a report on the conference proceedings,
A will assist the Congress as it considers renewal of the
revenue sharing program. The report should also interest
State, local, and Federal officials; students of American
government; and concerned citizen groups.

Taw . it

Comptroller General
of the United States

ii
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" SUMMARY

This report is designed to assist the Congress, as it
deliberates renewal of the State and Local Fiscal Assistance
Act of 1972, in assessing the feasibility and appropriate-
ness of using revenue sharing to encourage intergovernmen-
tal cooperation and, in particular, local government mod-
ernization. The report describes the views and opinions
of the participants at a conference and should not be
interpreted as opinions or conclusions of GAO.

Various conference participants (see app. I for roster)
made the following observations concerning previous attempts
by the Federal Government to influence local government con-
duct. : ‘

-~Constitutional, consensual, and practical limitations
on intervention have existed.

-~Federal efforts to improve local government program
performance and processes have been more successful
than efforts to induce structural change.

--Most local governments have been restricted in what
they could do, what they could change, and what re-
sources they could apply to their problems.

--Local elected officials have been able to circumvent
the junior Federal officials with whom they deal. -

--Federal officials have not understood the processes
of local government.

--The complexity and dispersed nature of the Federal
Government has tended to make it relate to local units
in an uncoordinated and inconsistent manner.

Participants did not agree on a definition of local
government "modernization," but they did agree that Federal
efforts aimed at structural modernization tend to be dis-
ruptive and unlikely to succeed, especially if not individu-
ally tailored and pragmatic.



The idea of assigning some social burden to revenue
sharing was well received, although potential conflict was
noted between modernization (which oftens stresses effi-
ciency) and the achievement of social goals (which may
entail a degree of inefficiency).

Some saw the essence of revenue sharing as an attempt
to tap the superior Federal tax-raising capacity and there-
by induce partial equalization to help redress the "fiscal
mismatch" (mislocation of public needs and resources).

Participants believed that revenue sharing has assisted
local governments, particularly hard-pressed cities, by
decreasing fiscal disparities in three dimensions: Federal
versus State-local, State versus State, and local unit
versus local unit.

According to conference participants the following
points should be considered in any Federal effort to en-
courage modernization of local government.

--The fundamental question of what the Federal Govern-
ment wants of local government has never been pre-
cisely articulated.

--One aspect of the metropolitan "problem" is that
jurisdictional fragmentation hinders the application
of otherwise available fiscal resources to the social
problems which abound in metropolitan areas.

--Further reduction of State-local power and further
weakening of general purpose local government will
result from failure to address the deficiencies
which have prompted calls for local government
modernization.

--Truly intergovernmentally determined standards should
be substituted for federally determined "intergovern-
mental" standards in such areas as budgeting, person-
nel, management, and decisionmaking.

--To be effective as a lever for change, revenue
sharing may require a permanency to facilitate fiscal
planning by recipients.
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--If the Revenue Sharing Act is amended with the
objectives of reducing disincentives to local gov-
ernment modernization and achieving greater fiscal
equity, these amendments must recognize the varying
circumstances that exist in different parts of the
country.

Participants considered the following possible amend-
ments to the Revenue Sharing Act (see pp. 20 to 29) which
were perceived generally as either providing inducements
or eliminating existing disincentives to local government
modernization:

-—-Change the formula governing the allocation to State
areas so as to reward States with high voter par-
ticipation.

~--Vary the State government's share to reflect State
tax effort relative to local government tax effort.

--Add the State income tax factor to the Senate form-
ula.

--Allow States more flexibility in the intrastate
allocation of the total local share.

~-Increase the $200 minimum to recipients, eliminate
the 20-percent floor, and eliminate or raise the
l45-percent ceiling for major population units.

--Extend revenue sharing to the councils of govern-
ments (COGs) and special districts.

--Define "general purpose local government" in the
act or permit each State to define the term.

--Redefine "adjusted taxes" and "tax effort" in the
act.

--Provide bonuses for local government modernization.

—-Provide financial set-asides for local government
self-examination and program evaluation.



Also considered were measures that would (1) reward
States for establishing by State law, agencies designated
by Circular A-95 to perform review and comment on Federal
aid applications, and to require such agencies to present
proposals for improving regional governance and (2) amend
the Housing and Community Development Act of 1974 and other
statutes to require citizen involvement in proposals for
improving the organization and financing of public services
or to stimulate the States to form study commissions in
substate regions in order to draw regional charters for
consideration of adoption. :

Although difficulties and dangers would accompany any
Federal effort to induce local government modernization,
it was felt that the persistent and growing problems of
metropolitan government argued for such an attempt. There
was, however, agreement against using the revenue sharing
program as the sole or even primary new vehicle to encour-
age such modernization. Participants stressed that any
undertaking should be marked by flexibility; modesty of
objectives; full awareness that efforts to achieve struc-
tural change are questionable; and recognition that revenue
sharing would remain but one component of a system of Fed-
eral grants, inducements, and strategies.

o




CONFERENCE PROCEEDINGS

The Comptroller General opened the conference by
explaining that it was a phase of one of several efforts
which we had underway in response to congressional direc-
tion that we help evaluate the Revenue Sharing Act. Stat-
ing that "one man's progress is another man's retrogres-
sion," he alluded to the difficult and troublesome issues
raised by the question of whether revenue sharing "sh?uld
be or could be used to influence the structure, organiza-
tion, and processes of State and local government."

He framed the'fundamental issue as follows:

"How far can the Federal Government go in attempting
to influence State and local government before the
spirit of our Federal system is violated? OQuestions
[such as this] must be decided in the arena of public
debate, and ultimately in the Congress."

The Comptroller General observed that passage of the
original revenue sharing program had been preceded by
nearly a decade of debate and added that vigorous debate
can be expected when the Congress takes up the question of
extending the program beyond its present expiration date of
December 31, 1976. Observing that many persons, including
some Members of Congress, were interested in using revenue
sharing to promote modernization of local government and
to further encourage intergovernmental cocoperation;: he
concluded: "Congress will be interested in what this group
[the conference participants] can offer."

FEDERAL ATTEMPTS TO INFLUENCE
LOC G RNME C T
THE RECORD TO DATE

Discussion of the scope and effectiveness of previous
Federal attempts to influence local government conduct
centered on three directions which these attempts have



taken--changes in programs, in processes, and in structure.
Participants observed that

--for constitutional, consensual, and practical
reasons, limitations on intervention exist and must

be accepted;

—--the most successful Federal efforts have been those
directed at improving program performance and proc-
esses, although the record is difficult to assess
due to the practical impossibility of isolating the
Federal impact from changes which would have occurred
without intervention;

——aﬁtemptS‘to induce structural change at the local
level have been less successful;

—-~most local governments face limitations, frequently
State mandated, affecting what they do and how,
what they can change and how, and what resources
they can apply to their problems; and ’

--the fundamental question of what the Federal Govern-

ment wants of local government has never been pre~
cisely articulated.

Influencing programmatic change

The participants agreed that Federal leverage tends
to be most successful when a broad-based consensus exists,
or canh be forged, as to the appropriateness of the Federal
objective(s). They cited examples from programmatic efforts
in health, transportation, building codes, and merit sys-
tems which have been based on common Federal and local
interests or, at least, on local neutrality to the program
in question. When d program's thrust faces local reluc-
tance, for example, if it is what one participant called
"the province of particular interests;" its chances of
success are reduced. Failure of a program may be delayed
while administrators seek to build support, but, if this



attempt fails (as it did in some urban renewal projects),
persons the program was designed to benefit may turn
against it.

Influencing process change

Participants agreed that Federal efforts directed
toward process changes at the local level can be fruitful.
The evolution from comprehensive urban planning stimulation
under section 701 of the Housing Act of 1954, to increased
coordination of federally assisted metropolitan develop-
ment under section 204 of the Demonstration Cities and
and Metropolitan Development Act of 1966, to integration
of grants-in-aid with ongoing programs under the Inter-
governmental Cooperation Act of 1968 and Circular A-95
of the Office of Management and Budget, was cited as a
process-oriented advance. A participant thought these
area wide planning requirements and assistance programs
would be a legacy to our time because regional concepts
were added to the discussion agendas in metropolitan areas.
It was agreed generally that Federal leverage is easiest
to apply when seeking process changes and that changes can
persist after financial support ends. (Community action
programs were cited as evidence.)

One explanation of the efficacy of process changes
was the moral dimension frequently involved in social
programs, such as voting rights and equal employment oppor-
tunity. Even with respect to process change, however,
participants stressed that Federal initiatives cannot be
too far out of step with local preferences.

Influencing structural change

Participants agreed about the difficulties and dangers
of Federal attempts to obtain structural change in local
government, The consensus was that such an objective is
the least productive and thus the most guestionable line of
effort. Past failures may be explained in part by the mis-
direction of those attempts. Instead of concentrating on
State legislatures, which in terms of ultimate power are
usually the central actors, changes have been aimed primarily
at local governments and have failed to appreciate that



structural change very often requires popular consent (for
example, referendums). As a result of these and other
factors, a participant felt that any structural changes
tend to be temporary and fail to be maintained when Federal
pressure and money are withdrawn. The danger also exists
that the result may differ from the Federal objective.

Federal attempts to influence structure were described
by a participant as having occurred mainly in the 1950s and
1960s. When these attempts met with failure, an indirect
approach was tried having a mixture of categorical grants
involving process elements. These included Office of
Economic Opportunity and Model Cities programs which

developed new constituencies as they reached out to the
disadvantaged, forced local government to become more open
‘and responsive, and led to a modest degree of structural
change. Concurrently, these experiences suggested, in the
words of one participant, that "all wisdom was not at city
hall, that priority setting at city hall had not been the
best." TIt.was also noted that section 204 and Circular
A-95, in the course of fostering development of councils
of governments (COGs) (discussed below), have provided
opportunities for reexamining the adequacies of local
government structure in coping with regional problems.

Other factors limiting Federal influence

Participants raised related factors pertinent to
Federal efforts to influence local government conduct.
These may be summarized as follows:

--The Federal Government must affect a system it
neither owns nor controls through interaction be-
tween junior Federal officials and local elected
officials, who operate from a firm political base.
As a result they often can effectively counter
representations of inexperienced Federal officials
by appealing to their superiors or to Members
of Congress.

—--Federal officials operate in a manner largely
removed from the public pressures and ease of public
access faced by local officials.



-~-"Federal people**#*work during the daytime; local
government works at night."

~--Federal officials do not become sufficiently in-
volved, even in the larger cities where regional
or area offices are located, to understand the
processes of local government.

~-There is a tendency for Federal officials to edquate
local government with local eXecutives (mayors and
managers) and to ignore the importance of local and
State legislatures and the dependency of executives
upon them,

--Because the Federal Government is complex and
dispersed, the actions of its several components
are uncoordinated; inconsistent; and, at times,
ignorant of and in conflict with what other gov-
ernments are doing or seeking to do.

Impact of Federal programs

Using a medium-sized Northeastern metropolitan area
as the basis for his generalizations, a participant sum-
marized local officials' views toward various Federal pro-
grams and policies as follows:

—-—Cumulatively, Federal programs have led to manage-
ment improvements and enhanced citizen participa-
tion.

--Section 701's matching grants for metropolitan
planning were viewed as sound but underfunded.

~~Fragmentation of effort ensues from the multiplicity
of categorical grant programs. -

--Some antagonism exists on the part of Federal
officials who do not believe that Federal funds
are being spent prudently by local governments.

Notwithstanding these observations, the future of Federal-
local relations is viewed with some optimism.



It was pointed out that combined Federal assistance
to State and local governments now constitutes about 25
percent of all the available revenues of those units.
Emphasis was placed on the fact that about 75 percent of
this aid goes to or through the States; direct Federal-
local funding is confined largely to general revenue sharing
and to programs of the Department of Housing and Urban
Development and, previously, the Office of Economic Oppor-
tunity. Participants were reminded that programs running
into the hundreds of millions of dollars nationally often
translate into very modest sums when they reach a recipient
unit. Some States have responded to this by enacting grant
programs for their local units which supplement or parallel
Federal assistance. :

O

Comments were favorable on research results which
show that suburban communities are generally receiving less
per capita Federal aid than central cities in large stand-
ard metropolitan statistical areas.

A major criticism of categorical programs was their
tendency to skew priorities and distort fiscal choices of
recipient units. A participant thought that categorical
Federal programs have more impact on planning and certain
line agencies at the local and regional levels than on
generalist bodies.

Several participants noted that Federal objectives,
as set forth in different programs, can conflict. For
example, Federal subsidization of housing, much of it in
the suburbs, feeds urban sprawl, while simultaneously, a
Federal urban renewal program seeks to retain or reattract
middle-and upper-income families to the cities. To an
extent, then, the Federal Government has created or exacer- ~
bated elements of the metropolitan problem.

Also criticized was the failure to achieve citizen s
participation objectives which were called for in certain
programs. TIllustrations were drawn from (1) the Law
Enforcement Assistance Administration, where criminal jus-
tice planning as seen by a participant did not include
citizen views and remained in the control of directly
involved administrators, and (2) health and transportation
planning.
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Measuring program effectiveness
in a period of social change

Participants recognized and commented on the diverse
standards which can be applied, often with differing
results, to a determination of program effectiveness. 1Is
effectiveness the simple doing by a recipient unit of what
Federal officials want done? (If so, such compliance can
be achieved without locally perceived success, while satis-
fying administering Federal officials.) 1Is it the under-
taking and completion of a program with some enthusiasm
by the administrators, but with less than the complete
satisfaction of the program's clientele? (This might
describe some urban renewal projects.) Is it program
execution to the satisfaction of clientele, but the
partial dissatisfaction of local elected officials? (This
has occurred in certain programs of the Office of Economic
Opportunity.) Or is program effectiveness the doing of
what Federal officials want done, to the satisfaction of
clientele and local officials, but in an inefficient manner?
(This description might f£it some Model Cities projects.)

In considering program effectiveness and local govern-
ment change, participants stressed that change is now
coming from internal sources in larger urban areas as a
result of demographic and constituency changes (for example,
blacks achieving political influence generally and political
control occasionally). As internal change continues to
occur, social and human rights objectives once championed
by Federal programs through process changes become mixed
with similar goals of internal sources. While the com-
bined result may be stronger social coalitions, it will
become more difficult than ever to measure the impact
and effectiveness of Federal human rights initiatives.

Another aspect of these demographic and resultant po-
litical changes in city government was alluded to--possible
misunderstanding if Federal agencies promote traditional
models of metropolitan organization (especially jurisdic-
tional consolidation) now that blacks are obtaining politi-
cal control of several central cities. Blacks might inter-
pret such Federal initiatives as attempts to dilute their
power. A participant observed that federally induced
change, especially programmatic change, likely would be

11



directed ¢t the weakest local units (that is, those that
most need Federal fiscal assistance), many of which are

the older urban centers now coming under black political
control, agaih raising the possibility of misunderstanding.

COGs: EVALUATIONS AND PREDICTIONS

Considerable discussion was directed at COGs, both
because they represent an important Federal attempt to
influence local government conduct and because participants
were asked to consider whether revenue sharing funds should

be distributed to these multifunctional, voluntary, regional
associations of governments with responsibilities for

coordinating intergovernmental activities. (The latter
point will be considered later.) Participants disagreed
about COGs' past effectiveness and about their future
promise, at least as presently constituted and empowered.

COGs were viewed as basically process-oriented change
agents with a potential for limited incremental structural
change. Participants conceded the crucial role played by
the Federal Government in the evolution of COGs through
section 701(g) (COGs became eligible for grants in 1965),
section 204 (institutionalization of planning efforts in
1967), and Circular A-95's requirement of 1969 that COGs
designated as areawide agencies review and comment on
Federal aid applications. One statistic cited suggests
the relationship between COG growth and Federal impetus:
there were 25 COGs in 1963; there are about 600 today.
Focusing attention on the need for orderly metropolitan
growth, the Federal Government has relied considerably on
COGs, apparently hoping that their basically voluntary
and nonauthoritative characteristics would foster accep-
tance without sacrificing effectiveness.

A participant saw COGs as an attempt to draw new
suburban governments into metropolitan issues. He thought
they might have been ahead of their time and attributed a
degree of today's functional successes (for example, air
pollution control and solid waste cooperation) to the
climate and processes fostered by COGs. Among other accom-
plishments mentioned were regional planning, joint
purchasing agreements, minority management programs,
and cooperative responses to the energv crisis. Ap-

12



preciation was registered for the early and usually unpub-
licized improvements which result from initial COG review
of proposals.

The basic limitation some participants saw in the
COG's approach was the difficulty of achieving a Federal
response with a confederal mechanism. Other deficiencies
viewed as inherent in the COG's approach were the lack of
a onhe-man-one-vote representation base, the absence of
direct accountability to the public, and the infeasibility
of expecting COGs--whose political bases derive from their
member units--to act negatively on project proposals submit-
ted by these member units.

A degree of consensus did exist on the challenge facing
COGs--coping with the increasing number of special agencies,
many fostered by Federal programs and actions-~but consensus
was lacking on their ability to respond effectively. The
participants noted that, some Federal agencies try to evade
funneling their proposed projects through the review and
comment process, thus undercutting Circular A-95. Also the
lack of feedback concerning the ultimate Federal disposition
of submitted proposals was considered inexcusable.

PERSPECTIVES ON THE
METROPOLITAN "PROBLEM"

Conference consideration of what the metropolitan
"problem" might be, at least as viewed by ministering
Federal officials, was sporadic. It touched on impressions'
concerning how widespread, uniform, chronic, and remedial
the problem was. One basic feature of the problem is that
about 80 percent of the wealth, and most of the intractable
social problems, are in metropolitan areas; but jurisdic-
tional fragmentation hinders the application of these
resources to the problems. All government levels have been
trying to cope with this situation. To do so they must
meet the following challenges:

-~-Mechanisms and procedures must be developed to insure

that all citizens have effective access to govern-
mental decisionmakers who affect their lives.

13



--Linkages must be adjusted throughout the metropolitan
matrix, among government levels, within governmental
units, and at the several points of public-private
sector interface.

--Issues must be raised and resolved more effectively
and equitably.

--Decisionmaking must be improved in both mechanics and
outcomes.

--Substantial new fiscal resources must be developed
and applied at the proper times and in the right
places.

It was felt that progress in these areas has been minor and
that the situation continues to deteriorate, especially in
our large metropolitan areas.

Attention was directed to the economic and social
dimensions of the problem. These dimensions interact when
business and industry move from a central city to its sub-
urbs. As job opportunities disperse geographically, they
cannot be pursued by central city residents due to trans-
portation and to suburban housing impediments. Central city
taxes on those who remain must be raised to offset losses.
This spiraling effect leads to further deterioration and to
the fiscal dilemma facing older cities.

LOCAL GOVERNMENT MODERNIZATION :
DEFINITIONAL DIFFICULTIES

Since this study's focus was to help explore the
feasibility and appropriateness of amending the Revenue
Sharing Act to encourage local government modernization,
participants made an extensive effort to define moderniza-
tion. They were unsuccessful. But this failure may not be
as important as might be surmised, since many character-
istics of modernization were identified and refined, its
objectives clarified in part, its varied forms and adapta-
tions explored, and the dangers of formulary and simplistic
correctives emphasized. (Modernization, reform, change,
self-examination, cooperation, improvement, simplification,

14



effectiveness, and many other terms were employed, at one
time or another during the conference, as individually
preferred synonyms for the corrective needed.)

While modernization measures can be directed at proces-
ses or at structure, participants felt that Federal efforts
aimed at structure tend to be disruptive and unlikely to
succeed, especially if they are not individually tailored,
eclectic, and pragmatic.

Conventional and "new" reform models

Participants considered the conventional and "new"
reform models while grappling with the modernization issue.
The conventional reform model was viewed as two~dimensional
consolidation--merger of special purpose governments with
general purpose units and merger of smaller with larger
units. A primary objective of each has been to enhance the
power of generalists vis~a-vis specialists. The emphasis,
obviously, was on structural change.

Asked to illustrate this conventional model, a partici~
pant identified several of its forms, including: annexa-
tion--perceived as having limited current utility in many
urban areas; urban county--a two-tier system, as applied
in Miami-Dade County; county-county merger--described as of
some potential in more rural areas; and multipurpose
regional authoritieg--representing a transition to the "new"
model, (the best example is found in the Seattle area).

This participant identified the Metropolitan Council
in the Minneapolis-St. Paul area as the prototype of the
"new" reform model. It was described as a three-tier, State-
supported, multipurpose regional council. The central role
played by the State of Minnesota in the creation and evolu-
tion of this model was stressed as an example of the need
to direct any modernization effort with structural aspects
to the State and, especially, the State legislature.

It was cautioned that the new model must remain subject
to comprehensive regional planning, a constraint not likely
to be achieved without attentive State involvement. A
participant pointed out that the metropolitan problem is

15



most acute and complex in the larger metropolitan areas,
many of which are megalopolitan and interstate and thus not
amenable to either model. A participant was prompted to
register a "minority view*#*%*and express a favoritism" for
single purpose agencies under certain conditions. He
pointed out that they can deliver services and adjust
jurisdictional boundaries to the configurations of problems.
Since the efficiency of single purpose agencies is but one
factor in their growth--another is Federal support--it was
suggested that general purpose units concentrate not on
their elimination but on insuring that single purpose
agencies are subjected to regionally planned approaches and
forced to take cognizance of service needs bevond their
areas of responsibility.

Characteristics, objectives, and
social goals of modernization

Some agreement was obtained concerning several features
and objectives of local government modernization. Moderni-
zation was seen as possessing structural and internal
organizational aspects, as having to correct deficiencies
in decisional processes and spending priority determina-
tions, and as requiring the finding of better ways to
achieve organizational goals. Also recognized was (1) the
need to increase the involvement of State, regional, and
local officials and citizens in exploring and balancing
national, State, regional, and local objectives and (2) the
importance of developing a truly intergovernmental manage-
ment system. '

As was the case while considering many conference
agenda items, the discussion of local government moderniza-
tion elicited criticism about the failure to involve citi-
zens more effectively in the governmental process. A
related consideration dealt with the potential conflict
between (1) modernization which stresses efficiency and
(2) social and human rights goals which, to be achieved,
may entail some inefficiency. Intragovernmental objectives
--increased access to budgetary decisions and enhancement
of citizen participation generally--cannot be overlooked,
since any modernization should have a social component.

le



Tentative definitions
of modernization

While not agreeing on an operational definition of
local government modernization, participants did offer
tentative definitions or formulations of the ingredients
and main focuses of the term, for example:

--a system to (1) establish metropolitanwide policy
through a representative process, (2) enforce that
policy, and (3) coordinate the equitable and effi-
cient delivery of services called for by that policy;

-—-an accommodation to diversity;

-—-changes designed to improve the effectiveness with
which services are delivered in a fiscally equitable
manner in terms of existing distributions of needs
and resources;

~-self-examination undertaken by specific units uti-~
lizing an intergovernmental approach; and

--any improvement of intergovernmental relations in
metropolitan areas.

As a result of the inability to develop and agree upon a
definition of modernization, ensuing deliberations about
the feasibility and appropriateness of amending the

Revenue Sharing Act to encourage modernization were impeded
but not prevented.

Failure to solve the problems which have prompted calls
for modernization will have damaging consequences; and
inaction will result in further reduction of State-local
power and, in particular, further weakening of general
purpose local government.

REVENUE SHARING'S IMPACT
ON LOCAL GOVERNMENT

Before considering how revenue sharing has influenced
local government, it would be appropriate to review the pur=
poses of revenue sharing as seen by participants. One

17



participant felt that the program was designed to strengthen
a noncentralized system of government. He questioned
whether using revenue sharing to achieve modernization
entailing jurisdictional consolidation would be proper.
Other purposes cited were an easing of the financial crises
facing some local governments and a sharing by all govern-
ment levels of Federal income tax receipts. There seemed

to be agreement that the main intent of revenue sharing was
to tap the superior Federal tax-raising capacity and thereby
induce a degree of equalization to partially redress the
"figcal mismatch" (that is, the mislocation of public needs
and resources).

Participants felt that revenue sharing has been of
assistance, particularly to hard-pressed cities, by permit-
ting them to "buy some time" and thus avoid fiscal collapse.
This help was described as "a drop in the bucket" but a
vital drop. ~ Participants tended to agree that, when viewed
nationwide, revenue sharing has decreased fiscal dispari-
ties between (1) Federal versus State-local, (2) State
versus State, and (3) local unit versus local unit.

Is revenue sharing a
disincentive to modernization?

A maxim of practical politics was restated by a
participant. If a program is defined narrowly, it will
lose support; if it is defined broadly, it will receive
support but will prove difficult to evaluate. Thus, because
revenue sharing was framed in broad and general terms, many
constituent groups could support it, believing it likely
would benefit them. This observation is pertinent because
some people who wished to modernize local government thought
that revenue sharing might provide a lever for change.

Research in one metropolitan area indicates that some
disincentives to modernization derive from revenue sharing.
These disincentives were described as falling into two
categories: (1) the impact of the arrival of new money and
(2) revenue sharing's ability to inhibit certain changes.
To the extent that modernization and reform efforts were
becoming attractive to units under financial pressure,
new money delayed or subverted efforts to achieve func-
tional and jurisdictional consolidations and tax reform.
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Revenue sharing can inhibit change through its minimum
grant provisions, because small units inclined to consoli-
date would receive less than they now receive separately.
In addition, "tax effort," as defined, can deflect moves
toward transferring funding from the general property tax
to user charges.

Conference discussion centered on the second type of
perceived disincentive, using adjusted taxes as a criterion
for allocations. Economic and political consequences and
considerations of equity were debated as they arise from
the exclusion of both user charges (for example, charges
for the provision of water) and special assessments, from
the skewing in favor of public versus private provision of
services, and from the exclusion of payments in lieu of
taxes. For example, nontaxed, low-income public housing
makes payments in lieu of taxes to a municipality for
providing municipal services. Since most such housing is
found in central cities, the failure to consider payments
in lieu of taxes as tax effort is a disadvantage to central
cities.

The negative impacts of revenue sharing were countered .
by other arguments. The point was made that, even if
revenue sharing froze conditions, the consequences of not
having the program would be more disadvantageous. A par-
ticipant suggested that absence of the program would have
led to the destruction of the central city as a viable tax
base. By easing fiscal problems, revenue sharing permitted
cities to "buy time." Another view stressed the need to
distinguish between what was presumed to be the act's
intended neutrality with respect to local government modern-
ization and the disincentives resulting from the act's
specific provisions.

Equity and the social
burden of revenue sharing

A participant cited data indicating that central cities
are receiving roughly twice as much revenue sharing per
capita as their suburbs. This was felt noteworthy because
any disincentives revenue sharing may have on modernization
efforts which are prompted by considerations of fiscal
equity may be made moot. A related observation was that
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some central cities in one State are receiving approximately
the same two-to=-one ratio compared to their counties. Since
these counties tend to fund social services which are
provided mainly in the cities of that State, the true
amounts of revenue sharing funds benefiting central cities
may be understated. To the extent that these cities are
more hard-pressed financially than their counties, this
would add to the fiscal equalization effects of revenue
sharing.

Some participants observed that an issue of equity
arises when revenue sharing provides Federal funds in
excess of local taxes to some local units. A participant

suggested that perhaps units which levy only a token amount
of taxes should not be eligible for revenue sharing funds.

Other participants thought it important that disadvan-
taged groups tend to look to the Federal Government for
protection, at least so far as these groups register more
trust in Federal motivations and actions than in those of
State and local governments. Because Federal legislation
and administration have been effective in establishing and
enforcing fair standards in such fields as housing and
employment, those concerned primarily with human rights
wish to make doubly certain that revenue sharing cannot be
used anywhere to circumvent title VI of the Civil Rights
Act. For these and other reasons, minority spokesmen will
probably maintain a close watch on revenue sharing's admin-
istration and on any proposed amendments which might affect
their fields of concern, now or in the future. Participants
expressing such views criticized the levels and effective-
ness of citizen participation under revenue sharing.

Assigning a social burden to revenue sharing, while
appropriate, should not overburden the program, since it
was not designed with that as a primary objective. As put
by a participant: "Why pick on a pygmy when a behemoth is
available?" The references, respectively, were to revenue
sharing and categorical grants.

POSSIBLE REVENUE SHARING ACT AMENDMENTS

Assuming that in certain localities revenue sharing
acted as a disincentive to modernization or had inequitable
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results, participants conceded that it would be difficult

to amend the act to correct these conditions without causing
problems elsewhere. Meanwhile, they were inclined to accept
the hypothesis that while disincentives and inequities can
occur under revenue sharing, a three-pronged attack--reven-
ue sharing, block grants, and categorical grants--would be
needed to address State and local problems.

Participants agreed that the options available to the
States for modifying the allocation formula had proven
politically unworkable and, therefore, could not be viewed
as viable ways to achieve modernization or equity. Some
felt that even if an alternative formula could be

implemented, disadvantaged groups might receive poor treat-
ment from unsympathetic State decisionmakers.

Before discussing the specific Revenue Sharing Act
amendments which participants formulated and considered, it
would be appropriate to restate the major points that the
participants emphasized and to set forth other relevant
considerations. ‘

1. The fundamental question of what the Federal
Government expects of local government has never been
precisely articulated.

2. One bagic feature of the metropolitan "problem" is
that jurisdictional fragmentation at the metropolitan

level is hindering the application of those fiscal resources

which exist in the metropolitan area to the intractable
gocial problems of the central city.

3. Failure to address the deficiencies which have
prompted calls for modernization will further reduce State-
local power and, in particular, further weaken general
purpose local government.

4. Ways must be found to increase the involvement of
State, regional, and local officials and citizens in ex-
ploring and balancing national, State, regional, and local
objectives.
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5. Truly intergovernmental standards should be substi-
tuted for the present federally determined standards of
judging performance in such areas as budgeting, personnel
management, and decisionmaking, the object being to create
a truly intergovernmental management system.

6. Amendments to the Revenue Sharing Act should have
the objectives of reducing any disincentives to local
government modernization and of achieving greater fiscal
equity.

7. Proposed changes to the act should: (a) seek to
enhance (or at least not hinder) development of an increased
State role in our Federal system, (b) facilitate a strong
local government attack on metropolitan problems by

fostering genuinely regional approaches to regional matters,
and (¢) maintain a degree o? Federal control and oversight
in the process of achieving objectives (a) and (b).

8. 1In considering changes which would result in sub-
stantial additional revenue sharing funds, it should be
kept in mind that, as a nonmatch program, revenue sharing
may make elected officials of recipient units too independ-
ent of their constituencies.

9. The most propitious time to attach conditions to a
program is when new money is introduced; consequently,
unless new money is to be provided in conjunction with any
amendments seeking to induce certain actions by revenue
sharing recipients, the chances of attaching modernization
conditions will be slim.

10. To be effective as a lever for change, revenue
sharing may require a permanency to facilitate fiscal plan-
ning by the recipient.

11. Political feasibility must be duly considered in
contemplating any proposed amendments.

12. Due consideration also must be given to post-1972

developments and anticipated changes as they have affected
and will affect intergovernmental relations and metropolitan

22



the effect of making, it difficult to register or vote.

It would seek to compensate for the uncertainties concerning
the best form of modernization by assuming that increased
voter participation would be a partial corrective to some
procedural and structural shortcomings. Discussion centered
on the time it would take for the proposal to raise voting
levels among the disadvantaged to current levels for other
voters. Participants felt that the objective was sound

and desirable in principle but that its pursuit through
revenue sharing would unreasonably burden on the program.

2. Amend the act to provide that the State govern-
ment's share vary, within a specified range, in -
direct relation to the percentage derived from |
dividing taxes of a State government by combined
State and local taxes.

This amendment would seek to encourage a State to
assume a greater tax effort, relative to the efforts of its
localities, by rewarding the State with more than the one-
third share now called for in the act. Several practical
problems were cited, including those dealing with tax :
"piggybacking" by localities (would the State or local level
be credited for tax effort?) and the likelihood of further
discouraging locally imposed user charges (since they would
not count in calculating tax effort, the State would benefit
further under the amendment). A wide variation of opinions
existed.

3. Amend the act to add the income tax factor, now in -
the five-~factor formula of the House of Representa-
tives, to the three-factor Senate formula.

This amendment would be designed to augment the act's
limited encouragement to impose State income taxes. It
assumes that such taxes would be more equitable than
available alternatives, particularly because income taxes
can be structured to achieve a desired degree of progres-
sivity. Many participants supported the proposal.

4. Amend the act to provide more flexibility to a
State in the intrastate allocation of the total
local share.
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This amendment would allow States to attack inequities
peculiar to them which result from the act's general appli-
cation. Although many participants supported the amend-
ment's objective and endorsed the result it would have in
forcing States into a more active role, some had reserva-
tions based mainly on their distrust of some States' social
consciousness.

5. Amend the act to increase the 3200 minimum to a
recipient unit, to eliminate the 20-percent floor,
and to either eliminate or raige the l45-percent
ceiling as it applies to major population units.

These related amendments would direct more revenue
sharing funds to those local units facing true financial
difficulties. At present, all general purpose local govern-
ments are eligible recipients unless their entitlement
comes to less than $200 annually. Additionally, townships
and municipal governments are entitled to a revenue sharing
allocation not less than 20-percent nor more than 1l45-per-
cent of the statewide per capita entitlement available for
distribution to local governments. Many small units would
be affected by increasing the $200 minimum (the exact
number, of course, would depend on the level at which the
new minimum was set) and by eliminating the 20-percent
floor (approximately 10,000 units would receive less funds).
Yet the dollar yield from either amendment would be modest.

Two contrasting views were put forth by participants:
(1) that these small units are being "propped up" by revenue
sharing and (2) that they survived before the advent of
revenue sharing and would continue to do so whether or not
they remain in the program. Due both to their negative
effects on many units and to the modest yields which would
result, some thought these amendments were of questionable
political feasibility, although they received much favor-
able comment. :

The proviso, in raising or removing the 145-percent
ceiling, would be designed to avoid rewarding resort com-
munities by limiting the amendment to "major population
units." It was felt that this amendment, while sound in
principle and capable of assisting hard-pressed large units,
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was of dubious political feasibility. It would result in
anomalies (for example, studies indicate that removal would
increase Philadelphia's allocation and reduce allocations
to all others in the State, including Pittsburgh), and
could prove divisive to the coalition of interest groups
now supporting revenue sharing.

6. (A) 2Amend the act to include COGs and special
districts as recipients.

There was strong opposition to extending revenue shar-
ing to special districts but mixed support for including
COGs as recipients. Some participants would attach all the
following conditions, and all participants would attach
some, before a COG could receive revenue sharing funds for
its own use: it must be multipurpose; it must be an author-
itative regional decisionmaker; it must be the designated
A-95 agency for its area; the State must recognize it as
the area's main vehicle for improving intergovernmental
relations; and it must possess its own taxing authority.
Some supported having COGs serve as conduits, to direct
revenue sharing funds to their member governments, rather
than themselves becoming recipients, and having revenue
sharing funds earmarked for interstate COGs' use. Another
suggestion was that COGs be supported by the Housing and
Community Development Act of 1974 rather than by revenue
sharing.

6. (B) Reward States that establish in State law
those agencies which are designated by Circu-
lar A-95 to review and comment on Federal aid
applications and require that such agencies
present proposals for improving regional
governance.

This proposal would extend assistance, either through
revenue sharing or other Federal assistance programs, to
States taking the indicated action, and would impose upon
affected A-95 agencies obligations somewhat similar to
those in (11), below. 1In view of the current deficiencies
many participants saw in such agencies (for example, their
lack of a one-man-one-vote representation base and absence
of direct accountability to the public), participants were
hesitant to assign to them the contemplated powers.
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7. Amend the act to include a definition of "general
purpose local government" or to permit each State
to define the phrase.

Participants argued whether "general purpose local
government" as defined by the Bureau of the Census and used
by the Office of Revenue Sharing in administering the act
is inadequate. Defining the phrase in the act would open
the door to definitional irregularities, and allowing each
State to define it might result in definitions so loose
that all local agencies would qualify. It was suggested
that a component of any definition or redefinition be direct
accountability to the electorate. Participants appreciated
the value of a refined definition but voiced reservations
because of these concerns.

8. Amend the act to redefine "adjusted taxes" and
"tax effort."

The objectives, clearly, would be to rectify current
inequities, especially those arising from failure to in-
clude user charges and payments in lieu of taxes. The
problem of handling truly proprietary charges was mentioned.
No consensus emerged on this proposal.

9. Amend the act to provide bonuses for local govern-
ment modernization.

In considering this proposal, participants once again
tried to cope with the troublesome question of what actions
would constitute modernization. They reiterated that
modernization was more likely to be recognized than defined
and better directed at process than at form. Although
substantial additional funds probably could not be obtained
for a bonus program, participants nonetheless hypothesized
as to the probable effect of a 1l0-percent bonus. Some
believed that there would be important results, especially
'if funds were channeled through the State under master
plans formulated by States, with local government involve-
ment, and Federal scrutiny. Bonuses were considered also
for States which created climates and conditions conducive
to modernization. It was agreed that a penalty system for
failure to modernize would not be feasible, due to the
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unfairness of punishing a local government in a State which
did not cooperate with modernization efforts and to the ill
will and possible circumvention likely to ensue in the
absence of performance standards and workable definitions
of modernization. Participants felt that, if feasible, a
bonus program to foster local government modernization,
administered through the States and dependent upon them to
create conditions favorable to modernization, should be
supported.

10. Amend the act to provide financial set-asides for
purposes of local government self-examination and
program evaluation. -

The contemplated set-asides would be used only for
self-examination leading to modernization (defined to in-
clude management improvement) and for program evaluation.
There was considerable support for this amendment. Some
participants felt set-asides would be more feasible than
bonuses; others preferred an expanded section 701 program
of the Housing Act of 1954 to further management improve-
ment and program evaluation.

11. Amend the Housing and Community Development Act
of 1974 and other appropriate Federal statutes to
(a) require, as a condition of eligibility for
the State area's share, a statutory authorization
for the local activation, either by governing
boards or by citizens directly, of metropolitan
or local government commigsions for studying and
resolving proposals for improving the organiza-
tion and financing of public services and submit-
ting proposals for approval either to the State
legislature or to an areawide referendum or (b)
stimulate the States to form study commissions in
substate regions to draw regional charters for
consideration of adoption.

The proposal in either form would seek to force the
States to make it easier for citizens and local governing
bodies to initiate, study, and bring to referendums possible
changes in the institutions serving the citizenry. A
participant pointed out that the proposal might entail an
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unconstitutional delegation of State legislative powers to
these study commissions. Other participants expressed
concern that the changes most likely to emanate from the
processes outlined would be regressive. Participants did
not agree on the proposal in either form.

12. Revenue sharing should not be considered an appro-

priate vehicle for fostering local government
modernization.

This proposition was posed as an alternative to (9)
and (10) and as a tactic to force reconsideration of this
most basic issue. There was substantial sentiment that,
although difficulties and dangers would accompany any
Federal effort to induce local government modernization,
the persistent and growing problems of metropolitan govern-
ance argued for such an attempt. There was, however, agree-
ment against using the revenue sharing program as the sole

or even primary new vehicle for encouraging such moderniza-
tion. Participants stressed that any undertaking should be
marked by flexibility; modesty of objectives; full aware-
'ness of the particular questionability of efforts to achieve.
structural change; and recognition that revenue sharing
would remain but one component of a system of Federal
grants, inducements, and strategies.
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SUMMARIES OF THE PAPERS

The five commissioned papers, considered in draft form
during the conference, provided factual and interpretive
background for this study. Each author was asked to address
three basic issues: (1) the scope and effectiveness of pre-
vious Federal attempts to influence local government conduct
in metropolitan areas, {2) the feasibility and appropriate-
ness of amending the Revenue Sharing Act to induce local
government modernization, and (3) the specific form which
such inducements should take, or, if he viewed inducements
as infeasible or inappropriate, alternatives available to
the Federal Government and to the States to help modernize
local government.

Since, in any consideration of Federal encouragement
of local government‘modernization, the key words requiring
amplification and analysis are "encouragement" and "modern-
ization, " each of these terms was dealt with in a paper.
Professor Elazar considered those modernization measures
which . mlght qualify for favored treatment through amendments
to thé Revenue Sharing Act and Professor Jones explored the
forms encouragement might take.

One of the issues on which there exists a diversity of
views is whether local government modernization would be
enhanced if certain nonqualifying local units participated
in revenue sharing. Mr. Kolderie and Professor Murphy were
asked to concentrate, respectively, on arguments for and
against such extension.

To complement these efforts, Mr. Grasberger dealt with
revenue sharing's existing disincentives to local government
modernization as these disincentives have operated in the
Rochester, New York, metropolltan area.

Following are the summaries of these five papers as
they were revised after the conference. The views expressed
are not ours but those of the authors.

ELAZAR PAPER (see app. IT)

One central and continuing task of those responsible
for governing is to develop and maintain an appropriate
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balance between the national interest in achieving certain
common goals and the national desire to maintain maximum
local self-government (itself a matter of great national
interest). Because the American system has required large-
scale intergovernmental collaboration, it has also neces-
sitated a high degree of self-restraint on the part of the
system's various partners to preserve both the spirit and
form of the constitutional division of powers. Earlier in
American history, this self-restraint was reinforced by
rhetoric and doctrine, often written into the Constitution
by the Supreme Court. Since the New Deal and increasingly
since the 1960s, these reinforcements have been eliminated
from the scene, thereby requiring more self-conscious exer-
cise of self-restraint, particularly on the part of the
Federal Government, if the principles and practices of the
Constitution are to be preserved.

Revenue sharing is one major manifestation of this
effort by Federal authorities to build self-conscious self-
restraint into Federal policy. From the first, it was
greeted with a certain ambivalence within the Federal execu-
tive and legislative branches, based upon a serious concern
for other widely accepted principles of the American politi-
cal tradition, namely, accountability and responsibility.
General revenue sharing legislation was enacted only by
incorporating this ambivalence within it. Now that renewal
of the legislation is being considered, it is natural that
these ambivalences should rise again.

Federal grants and other forms of funding may play an
especially useful role where local governments are neutral
regarding Federal goals. In such cases, the availability of
Federal funds may enable local interest groups desirous of
fostering particular activities to gain the additional lever-
age necessary to achieve their objectives. When the local
governmental leadership does not have a clear stance one
way or another, the availability of Federal funds may encour-
age it to act and even to accept the Federal standards invol-
ved without serious question.

Federal grants have minimal impact where there is wide-
spread local oppostion. In such cases, local governments,
realizing that they must at least superficially conform to
the Federal requirements, go through the motions while

31



arranging matters among themselves so as to assure that the
review processes are all form and little or no substance.

Technical assistance is an effective way for the
Federal Government to influence local governments, primarily
because technical assistance is generally provided where a
strong local interest already exists and, concurrently, a
predisposition to use the assistance made available. There
is good, if incomplete, evidence that argues for wider use
of technical assistance.

Federal encouragement of local planning, whether
through planning requirements attached to grants or through
technical planning assistance, represents another way to
influence local government conduct. More recent Federal
efforts in planning have moved from attempting to stimulate
local planning to attempting to force particular kinds of
planning upon local communities. Such forced planning
efforts have provoked deep local opposition that may have
long range impacts clearly counterproductive to the inten-
tions of those who first invoked Federal power in the matter.

In an increasing number of cases, the Federal Governh-
ment can influence local government through regulation,
especially in all those areas of economic regulation subse-
quent to the New Deal. The Federal Government acts unilat-
erally in these areas. Even so, Federal regulations does
have a cooperative dimension as well as a coercive one.
Most Federal regulations dealing with safety, fairness, and
consumer protection simutaneously serve the interests of
State and local governments insofar as all three seek to
protect the citizen against unscrupulous private interests.
Only since the 1960s have such measures attempted to be
pPreemptive of State (and by extension local) enactments
rather than supplementary, complementary, or reinforcing.
The shift is particularly ominous because there is no
evidence that it has brought improved results.

A final means whereby the Federal Government exerts
effort to influence local government conduct is through
politics. On the surface, this seems to be the most amor-
phous means of all, but it is also one of the most effective,
as befits a democratic society. There is much to be said
for achieving Federal influence over local government conduct
in that way rather than in more blatantly coercive ways.
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Recent Federal efforts beginning in the mid-1960s with
President Lyndon B. Johnson's "creative federalism" have
tended to increase the amount of coercion applied from
Washington both legislatively and through administrative
regulation (which frequently exceed in coercive content any-
thing intended by a majority in Congress). The result has
not been greater success of programs stimulated by coercive
measures, even where overt local government conduct can be
seen to have been influenced by them. Rather, such measures
have contributed to what seems to be a breakdown in the
gquality of government services and the simultanecous decline
of public confidence in government's ability to contribute
to the solution of the Nation's problems.

The record shows that the impact of the Federal Govern-
ment on local government conduct depends on the particular
mixture of technical judgment, reformist values, and politi-
cal interest brought to bear in any particular case. Where
all three coincide, the Federal impact tends to be great.
Where the first and last tend to operate against the Federal -
effort, the Federal impact is likely to be slight. In any
case, political interest may well be decisive on either side
of the equation, with technical judgment coming second and
reformist values running a poor third, unless the reformers
involved can manipulate the first two.

Local government modernization measures which have been
put forward include structural and jurisdictional changes,
administrative and fiscal changes, and strengthening of
cooperative arrangements through negotiation or coercion.
Whether proposed in connection with amendments to the
Revenue Sharing Act or otherwise, such measures should be
considered with three questions in mind: (1) What specific
options have been suggested? (2) What is known about their
utility, impact, and problems? (3) Which can appropriately
be considered and which rejected in particular locational
contexts? '

Based on these and related considerations, the“follow—
ing factors become pertinent:

--The regional and multinodal character of larger
metropolitan areas (those with populations over
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250,000) suggests rejection of the "single city"
concept in favor of variety, flexibility, and appro-
priate representation of all involved units.

--To restore balance within metropolitan areas, dis-
annexation of central cities should be considered.

--Modernization which attempts to assign specific
functions exclusively to specific planes of govern-
ment should be avoided.

--The conventional modernization model-~-calling for
larger administrative units to achieve improved
efficiency~--should be examined critically due to its
tendency to produce disproportionately high super-
visory costs.

~~To achieve manageability and facilitate cooperation
among units, modernization changes should seek to
reduce the size of large administrative units.

~-Modernization should encourage existing voluntary
cooperative arrangements in planning, service delivery,
and joint functions.

~-Any use of Federal funds to stimulate local government
modernization should focus primarily on local action
to develop programs suitable for local needs and
should require systematic local citizen approval,
preferably by referendum, if substantial structural
or jurisdictional changes are involved.

It would be both infeasible and inappropriate to amend
the Revenue Sharing Act to provide inducements for modern-
ization. In part this is because it is unclear precisely
what modernization involves. The conventional model is
being seriously challenged by the "new," nonhierarchical
model which is closer to the original model of the founding
fathers. Beyond that, the political and administrative
problems of establishing a single, federally enforceable
pattern are enormous, and actions along those lines are
likely to be counterproductive. Moreover, the value
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judgments to be made before such a plan can be enacted into
legislation are very substantial.

One of the great values of federalism is the possibility
it offers for diversity and exXperimentation. Both exist in
the United States today, and any actionsg that might reduce
either deserve long and careful consideration. Finally, con-
gressional action to attach serious conditions to general
revenue sharing would by any standard be a radical departure
from the original premises of the revenue sharing idea and
would change the character of revenue sharing beyond recog-
nition.

JONES PAPER (see app. III)

The Government of the United States should play an
active and frequently a leading role in the governance of
local communities. Many national interests, affected by
the actions of State and local governments, must be pursued
in local communities. Thus it is appropriate for the Federal
Government to seek to insure that governments on all three
levels are capable and responsive agents of our national
interests.

The authors of all five papers look upon the metro-
politan area, or aggregations of such areas, as the critical
local arena. In place of the two models of metropolitan
reform described in appendix II (one of which would lead to
a single, unitary metropolitan government, the other to a
large increase in the number of small municipalities and to
reliance on special districts and authorities to handle
regional affairs), this paper proposes an intergovernmental
model of metropolitan governance.

Large, complex metropolitan areas are governed by a
mixture of individuals and organizations. Within the public
sector there are Federal, State, and local governmental
actions; within the local government sector there are the
actions of many large, medium, and small counties, munici-
palities, and special purpose agencies.

The relationships among these entities are constantly

changing. Although most of these actions and reactions are
minor in consequence, and incremental, and can be handled
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through the politics of accommodation, an increasing number
of important matters are of regional import, including the
interface among discrete actions. The latter must be ad-
dressed through extra-~local and extra-functional organiza-
tion. ‘

It is clearly appropriate, and desirable, for the Con-
gress to insist that there be formal arrangements for inter-
governmental planning, decisionmaking, and administration of
regionally significant matters. If a maximum of local self-
government is also a national goal, it can be achieved only
through a structure of intergovernmental relations operating
simultaneously on regional, State, and national levels. The
Congress has attached conditions to grants~in-aid and used
other inducements to increase the responsiveness, efficiency,
and effectiveness of State and local governments. As a re-
sult, the behavior of State and local officials has been
modified. ! i

{

The standards imposed in categorical grant programs,
however, have always been Federal standards. The Congress
should consider ways of developing and substituting inter-
governmental standards for Federal standards. A potentially
fruitful method would be to establish Regional Advisory
Commissions on Intergovernmental Relations in each of the
10 Federal regions and charge them, under the leadership of
the national Advisory Commission on Intergovernmental Rela~
tions (ACIR), with developing intergovernmental performance
standards for planning, budgeting, personnel, and regional
decisionmaking. Based on this work, Congress could replace
the innumerable and sometimes conflicting requirements in
exXisting Federal legislation and administrative regulations
with an Intergovernmental Planning Act, a genuinely Inter-
governmental Personnel Act, an Intergovernmental Fiscal
Responsibility Act, etc.

!

Standards thus produced would not, in fact, be Federal,
but intergovernmental standards. State and local govern-
ments would no longer be able to view such standards as an
imposition from outside. They would accept them as the
creation of all levels of government.

This paper recommends that Congress initiate the pro-
cess of intergovernmental collaboration at the national,
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State, and regional levels. The Revenue Sharing Act should
be examined carefully to see that it contains no disincen-
tives to such collaboration. Two recommendations for speci-
fic amendments to the Revenue Sharing Act are: (1) area
wide planning agencies should be made eligible to receive
revenue sharing funds and (2) recipient governments should
be required to budget a specified percentage of their en-
titlements for program evaluation and the improvement of
decisionmaking and management.

It is not improper to require recipients of revenue
sharing to meet standards, hopefully intergovernmental stand-
ards, of responsiveness and effectiveness, provided they
have discretion over the spending of funds. It would be
inappropriate, however, to use general revenue sharing as
the major vehicle for improving the responsiveness and
effectiveness of State and local governments. This can be
better done by enacting general legislation applicable to
all recipients of Federal assistance, by attaching conditions,
and using inducements in special revenue sharing and cate-
gorical assistance programs.

A basic assumption underlying this analysis and result-
ing recommendations is that we now have a three-component
system of fiscal federalism: general revenue sharing with
few strings; special revenue sharing and block grants, with
more conditions, both programmatic and procedural; and
categorical grants targeted to achieve specific objectives
through more detailed procedures.

The Congress probably will continue all three forms of
assistance. Categorical grants will be added as the need
is perceived; from time to time, but not annually, some
categorical grants will be incorporated into block or special
revenue sharing grants; a full-fledged evaluation and review
of general revenue sharing will occur even less frequently.

Both before and after legislative action the linkages
among the three components, and the effect new and revised
categorical and block grants will have on other objectives
and programs, need to be analyzed. Congress should‘supple-
ment current analyses with an Intergovernmental Impact State-
ment from ACIR before final action on any proposal to add,
subtract, or modify a grant-in-aid.
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The subtitle of this psper (what forms might induce=-
ments in the Revenue Sharing Act take to encourage local
government modernization) is not discussed extensively,
because general revenue sharing should not be the principal
vehicle for modernization. Some inducements, however, are
discussed briefly because they can be used in other Federal
actions designed to achieve the same purposes,

Federal strategy should be to initiate and participate
in governments' efforts to develop the responsiveness and
effectiveness of each participant. Current Federal use of
bonuses and penalties for failure to "modernize" through
reform or cooperative action are weak, as suggested by an
examination of regional review and comment as administered
under Circular A-95.

The most important contributions the Federal Government
can make to the "modernization" of State and local govern-
‘ments are: to recognize its responsibility as a partner in
the governance of metropolitan America; to take the leader=-
ship in creating a process, and the concomitant structures,
to evaluate intergovernmental policies and programs and to
develop intergovernmental standards of capability and
responsiveness; and to lead, where necessary, in mobilizing
a supportive clientele for intergovernmental collaboration.

KOLDERTE PAPER (see app. IV)

The principal weakness in the governmental system of
major metropolitan areas is the inability to address and to
resolve the basic policy issues affecting such areas. This
is especially the problem from the point of view of the
Federal Government which is now increasingly respon31ble for
financing the construction and operation of subsystems such
as transportation, housing, health care, waste dlsposal and
the maintenance of public orxrder. What is requlred”ig a’
political organization reflecting the new and metropolltan
definition of the city; what exists is a polltlcal system
reflecting the older, municipal deflnltlon of tﬁe c1ty a

. P Tt e Y

The modernization most needed, thereipre, 1s a polltlgal

2t L 2

mechanism genulnely able to make deglslons on 1ssues regard-

ing the development of major urpan sgstems. I; 1s here” that
interests conflict. This can be resolveﬁ if an “umb“‘ e

mechanism is created to fit the subsystems 1nto a cdherent
program for the overall development of the region. B
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This mechanism should not be created by the Federal
Government but by the States, specifically in State law.
In our system the State legislatures have the real power to
build and to rebuild the system of local government organi-
zation and finance. Any Federal strategy for local govern-
ment modernization, to be successful, must begin by tapping
the potential in State law.

Revenue sharing could be the vehicle through which the
Federal Government induces this action by rewarding any
State that establishes, in law, the A~95 agency for a metro-
politan region or by requiring such action as a condition
for a State to continue in the revenue sharing program.

Such an inducement, or requirement, could be added to other
Federal laws affecting metropolitan organization or develop-
ment. It is important to get action. The Federal effort to:
modernize metropolitan governmental systems should not rely
solely on the feasibility or appropriateness of including

the inducement or requirement in the revenue sharing program.

It is better, for practical reasons as well, if partic-
ular modernizations are carried out by the States through
their legislative processes rather than by the Federal
Government. This would keep the Federal Government out of
a political thicket; insure that the system of representa-
tion and voting is tailored to the particular laws and tra-
ditions of each metropolitan area; permit involvement of all
affected parties--local officials, citizens, legislators,
and the governor--in a structured process of decisionmaking;
and result in a mechanism with formal status and true author-
ity.

Establishing a statutory regional decisionmaking mech-
anism in this manner would be a modernization in itself and
a process for stimulating a continuing modernization of the
governmental system within the metropolitan area. This will
be true, at least, when the regional mechanism (the succes-
sor to the present A-95 agency) is directed, both by State
law and by Federal regulation, to return regularly to the
State legislature with proposals for addressing and resolv-
ing problems in the major subsystems and in the system of
urban governance itself.
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There are five reasons to believe that a statutory
mechanism, thus equipped and charged, will produce contin-
uing modernization of the governmental system.

1. Indepth examination of major urban problems will
show that most of them have important regional
dimensions and are unlikely to be resolved effec-
tively without establishing some form of regional
decisionmaking body.

2. The requirement that the statutory A-95 agency face
toward its State legislature (rather than toward the
Federal Government or local units) will insure that
the agency's proposals will move to that body with
the greatest authority and willingness to make sub-
stantial changes in the urban governmental system.

3. The prospect of State action, and particularly the
prospect that the State legislature may create new
regional agencies to operate regional systems, will
give municipalities and counties an incentive to
cooperate in solving regional problems.

4. A revenue sharing bonus given to a State for the
establishment of statutory A-95 agencies can be used
to create and support particular modernizations
directly (for example, a regional police communica-
tions system or regional data-processing system).

5. Particularly if established simply as management
) agencies, with operations left to county and munici=-
pal units, the regional agencies responsible for
transportation, waste disposal, open space, etc.,
will have the incentive and the ability to seek out,
continuously, more effective ways of delivering
services.” - o a
This strategy for inducing modernization, by introducing
into the system a statutory regional agency charged with
making recomméndations’ for solving problems to its State
legislature, has never been tried by the Federal Government.
It should be tried, and revenue sharing could be an approp-
riate vehicle.”” " =
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MURPHY PAPER (see app. V)

The need for local government modernization is obvious.
Cities and counties are now called upon to do more for their
citizens than ever before. At the same time, the service
patterns of local government have been affected by the
growth of metropolitan areas, the uneven distribution of
need and ability to pay, and the need for intergovernmental
approaches to solve selected problems.

In some cases State legislation or even constitutional
change is required to facilitate annexations, consolidations,
home rule for counties, compacts, transfers of functions,
and establishment of regional authorities or multipurpose
special districts. Some States require that the public vote
on some of the above changes, which can be a barrier if the
change involves tax increases, concurrent majorities in
several jurisdictions, or change in city-suburban or city-
county relations. Also counties, cities, and special dis-
tricts with vedted interests are fighting to block moderni-
zation.

Even after these barriers are overcome, structural
changes, functional adaptations, and new powers for local
governments are not self-executing. Local governments need
professional management. The failure of States to periodi-
cally review and reform local governments has allowed the
continued existance of fragmented and antiquated local
government systems that cannot cope with today's problems.

A number of the public units currently servicing gov-
ernmental needs are not qualified to receive revenue sharing
funds because they have specialized missions and do not meet
the definition of general purpose local government. Non-
qualifying governments at the regional and metropolitan lev-
els include: regional planning councils, COGs, economic
development districts, various public authorities, and
metropolitan service districts. There are also regional and
subregional single purpose special districts, and school
districts, which are a special variety of single purpose
special district.

All these nonqualifying units, except school districts,
are potential competitors for the functions which are or
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could be the responsibility of general purpose governments.
Revenue sharing should not be extended to nonqualifying
governments because it would

--provide money to units which have less public account-
ability than general purpose governments;

——reducevthe impact of citizen participation and hamper
the effectiveness of public-interest lobbying on gov-
ernmental decisions;:

-—distort local priorities and local determination of
priorities;

--foster duplication of public services at a higher
rather than lower cost;

~-further fragment governmental authority, leadership,
and decisionmaking; /

--not substantially improve the effectiveness of re-
'gional and metropolitan type organizations because
their nonfinancial problems are even more serious

than their lack of funding;

--lead to further deemphasis of expenditures for human
needs; and

—-reduce the likelihood of local government moderniza-
tion. ' ’

These nonqualifying units, however, do have a place in
the metropolitan governmental structure. They provide in-
dispensable functions and should be strengthened. There are
ways of doing this without reducing the effectiveness of
general purpose local governments and without perverting the
philosophy of the general revenue sharing program.

General revenue sharing funds should not be given to
nongqualifying units, such as COGs or special districts. The
negative effects of allowing nonqualifying units to receive
this money outweigh the positive effects. It would most
likely lessen the amount of funds general purpose local
governments now receive. It would encourage the expansion
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of nonqualifying units to the detriment of local govern-
ments, remove the initiative from local units, and lead to
more diffusion of decisionmaking. Other ways should be
found to fund the nonqualifying units.

GRASBERGER PAPER (see app. VI)

In spite of some recent advances, most State and local
governments have yet to emerge as modern and viable institu-
tions capable of effectively addressing current and future
problems. Past Federal efforts to influence the conduct of
local governments, for the most part, have emphasized the
improvement of discrete public services, effective perfor-
mance of which was deemed to be in the national interest.
While there is agreement that these measures have had some
effect on local government structure and processes, it is
not possible to isolate this impact. Efforts directed
specifically at enhancing local government capacity have had
a checkered record of success and failure. Yet, given addi-
tional time and especially more funds, these efforts are
being given a better than average chance to attain their
goals.

General revenue sharing, before its enactment, was
suggested by some as an appropriate vehicle to promote a
national objective of State and local government moderniza-
tion. Many of the arguments advanced by the proponents of
this approach have retained validity. But one of the prime
advantages of this suggested approach, the use of substantial
amounts of new moneys, has since disappeared. The feasibil-
ity of reshuffling the existing distribution scheme is
severely impaired by widespread and well-~organized support
by interest groups for continuing the present system.
Moreover, the likelihood of appropriation of new revenue
sharing funds over and above current levels is very small
at present.

- Should new moneys become available, or should it be
possible to divert some of the present moneys, they could
best accomplish the purposes of government modernization if
used as incentive grants and reward bonuses. To attain mod-
ernization, States and localities should be given great
freedom and flexibility in establishing reformed master
plans, criteria for bonus eligibility, and systems for
bonus rewards.
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Even if nothing results from suggesting a national
effort to stimulate local government modernization, there
remains the challenge of amending the‘Révenue Sharing Act
to reduce the impact of those features which tend to thwart
modernization.

Disincentives to local government modernization arising
from general revenue sharing operative in the Rochester area
are ascribable primarily to the elements and workings of the
allocation formula and to the lack of assurance of program
continuity. The definition of "adjusted taxes"--which ex-
cludes user charges, special assessments, and payments in
lieu of taxes~-~tends to hamper efforts to rationalize and
diversify local revenue structures and acts to further impede
the provision of subsidized low- and moderate~income housing.
The exclusion of school taxes has forced the city of Ro-
chester to engage in intensive accounting manipulations to
secure a reasonable allocation for ggneral city purposes.
The hierarchical intracounty allocation procedure discrimi-
nates among villages, towns, and the city because of their
governmental classifications. The requirement of crediting
taxes to imposing governments accords unfavorable treatment
to governments which contract for services with upper tier
jurisdictions. The infusion of disproportionately large
amounts of revenue sharing funds to small and wealthy juris-
dictions tends to retard local efforts directed toward con-
solidating functions and jurisdictions. The lack of assured
program continuity has induced local governments to allocate
large portions of revenue sharing funds for capital purposes
and programs of a one-time nature. )

While it is still too early to measure the full impact
of these and other disincentives to local government modern-
ization, they are being perceived with increased clarity by
local government officials. To help insure that efforts or
desires to modernize local government are not subordinated
to grant maximization, the Congress should take prompt reme-
dial action.
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INTRODUCTION

In the American system of government, one of the central
and continuing tasks of those entrusted with the responsi-
bilities of governance is to develop and maintain an appro-
priate balance between the national interest in achieving
certain common goals and the national desire to maintain
maximum local self~-government (itself a matter of great
national interest.) From the first, the American people
determined that in order to do this, a proper constitutional
basis was required, hence, the adoption of federalism as the
basic principle for organizing political power among govern-
ments in the United States. The constitutional distribution
of power among many centers was designed, among other things,
to guarantee that both the general interest of the American
people and their special interests as residents of particular
places or members of particular groups would find appropriate
means of expression. At the same time the frequent necessity
to harmonize those interests for the common good has necessi-
tated the development of legal, political, and administrative
mechanisms within the constitutional framework. From the
first, the dynamic character of American society has led to a
cooperative federalism whereby the various units of govern-
ment have sought to interact with one another to achieve those
goals which they have shared in common. Despite rhetoric to
the contrary, which at one time was even embodied in doctrine,
the United States did not choose, and probably could not have
chosen to preserve its federal distribution of power by clear-
ly separating 'tasks and functions among different planes of
government, as has beep the method of operation in certain

other federal systems. 1

Because the American situation has required intergovern-
mental collaboration on a large scale, it has also necessitated
a high degree of self restraint on the part of the various
partners within the govemmental system in order to preserve
the spirit of the constitutional division of powers as well
as the form. At an earlier time in American history, this
self-restraint was also reinforced by rhetoric and doctrine,
often enunciated by the Supreme Court. Since the New Deal
and increasingly since the 1960s, the o0ld rhetoric and doc-
trines have been eliminated from the scene, thereby requiring
more self-conscious exercise of self restraint, particularly
on the part of the Federal Government, if the principles and
‘practices of the American Constitution are to be preserved.2
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Revenue sharing is one major manifestation of this
effort on the part of the Federal authorities to build self-
conscious self restraint into Federal policy. From the
first, partisans of federalism, Democratic and Republican
alike, looked to revenue sharing as a means for doing just
that. The argument that bound them together, whatever the
form of its delivery, was that, given the superior and more
equitable revenue raising resources available to the Federal
Government as a result of the adoption of a national income
tax, it would be sound policy to utilize that mechanism to
provide the States and their local subdivisions with a guaran-
teed share of those tax revenues to utilize essentially as
they saw fit. 1In this respect, revenue sharing was to be one
among several responses to the need to create new mechanisms
for the preservation of the country's original constitutional
principles under contemporary conditions.3

From the first, this principle of self-conscious self
restraint was greeted with a certain ambivalence within the
executive and legislative branches of the Federal Government,
based upon a serious concern for other widely accepted
principles of the American political tradition, namely,
those of accountability and responsibility. The question was
raised as to whether that government responsible for raising
funds through taxation of the citizenry should not also be
directly accountable for their expenditure. A second ques-
tion was raised as to whether the provision of unrestricted
funds to governments without forcing them to assume the re-
sponsibility for raising those funds would not weaken their
responsiveness to their citizens in certain fundamental ways.

General revenue sharing legislation was enacted only by
incorporating this ambivalence within it. Thus the partisans
of revenue sharing had to concede to Congress the right to es-
tablish formulas as to which governments would get how much
and impose certain general restrictions and accountability
requirements upon all recipients. On the other hand, oppo-
nents of revenue sharing were forced to concede wide discret-
tion to the States and localities in the use of the appro-
priated funds. Now that renewal of the legislation is being
considered, it is natural that these ambivalences should rise
to the surface once again, perhaps even more forcefully than
was originally the case because each side can now point to
actual examples to buttress its case, rather than being forced
to rely upon theoretical projections. Moreover, as is
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generally the case with large-scale government programs,
evidence can be mustered on every side of the argument in
such a way that the record itself will not be conclusive in
one direction or another but, rather, subject to interpre-
tatlion by supporters of this position or that.

It is at this point that efforts are made to bring social
research into play to do whatever is possible to assemble a
clear picture of the record of revenue sharing to date and to
analyze that record in the hope of generating a proper em-
pirical basis for drawing conclusions for future policy and
action. That is all to the good and is certainly an approp-
riate way to approach the problem. On the other hand, all
research must begin from a prior dquestion and it is all too
easy to pose that question in a "When did you stop beating
your wife?" manner. There is much of that in the assignment
given us here. The very title of this series of papers re-
flects certain a priori assumptions that perhaps should not
be made if a proper social and political analysis of the cur-
rent situation is to be made. I note this at the outset of
my paper because I will make every effort to avoid being con-
fined by the a priori assumptions that seem to be embedded in
the question in order to provide the best possible basis for
answering it.

EFFECTIVENESS OF PRIOR FEDERAL EFFORTS
TO INFLUENCE IOCAL GOVERNMENT CONDUCT

Since the founding of the Republic and even before, the
Federal Government has attempted to influence local govern-
ment conduct in one way or another. As early as 1785 when
the country was still governed by the Articles of Confedera- .
tion, the Congress enacted the Northwest Ordinance of that
year which provided for Federal grants to townships in the
western territories to encourage them to establish publicly
supported primary schools. The land grant system initiated
thereby continued to develop throughout the nineteenth cen-
tury to become an important means for encouraging local acti-
vities in the national interest, primarily, but not exclu-
gsively, outside of the original thirteen States. For the
most part, these were activities widely recognized on the part
of Americans of all political persuasions to be desirable.
Hence, local government did not look upon these Federal grants
as efforts to coerce them into undertaking programs not in
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their interest, but rather as supportive devices to enable
them to do what they would have wanted to do in any case. 1If
this was not true in every case, it was sufficiently true to
be considered the dominant local response. Confirmation of
this can be found in the fact that the people of the original
thirteen States wanted to acquire similar Federal assistance
to undertake similar tasks and applied sufficient pressure on
Congress and the President to bring them to devise ways where-
by such Federal support would be forthcoming. Thus, the land
grants to the new States (by 1850 a majority of the total)
were paralleled by the great surplus distributions of the 1830s
and 1840s (an early form of revenue sharing) and by Federal
reimbursements of ostensible State expenditures for national
defense in connection with the country's nineteenth century
foreign and Indian wars. Beginning in the late nineteenth
century, when suitable land was no longer available in
sufficient quantities, cash grants were introduced on a
nationwide basis to achieve similar purposes, out of which
grew the elaborate Federal grant-in-aid system of today.

Factors affecting local cooperation
and resistance

What of the effectiveness of Federal grants—in-aid and
other forms of funding in influencing local government
conduct? Several general propositions can be suggested.
Where there was a commonality of interest, Federal and local,
in achieving certain goals, Federal aid was very effective
indeed. 8o, for example, as the country embraced the princi-
ple of publicly supported primary education, locality after
locality made good use of Federal grants to create the coun-
try's public school system even though those early grants
had relatively few sanctions for noncompliance attached to
them and almost no effective means for their:revocation.

One of the common requirements attached to Federal land
grants was that the lands be sold and the funds placed in a
so-called permanent fund whose interest would be used to sup-
port the function to be aided. While the Federal Government
rarely acted to oversee implementation of this provision, in
fact, the provision was implemented almost without exception
on the part of States and localities under varying arrange-
ments suitable to different local conditions with good
‘results. Many of these permanent funds remain in existence
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today, over 100, and, in some cases, over 150 years since
their establishment, and continue to provide support, albeit
modest by today's standards, for the functions for which
they were established,

Where there was local reluctance regarding the purposes
of the grant, as, for example, in some of the southern States
in connection with the provision of public schools, the
Federal efforts were less effective. This has generally been
the case in American history and continues to be. In fact,
there seems to be something less than a one-to-one correla-
tion between the extent of Federal controls and the degree
of Pederal enforcement on one hand, and the effectiveness of
Federal efforts to influence local conduct on the other. That
is to say, while the Federal Government can impose its will
when it chooses to do so, to a certain degree, the mere
existence of requirements or enforcement mechanisms does not
necessarily lead to the desired results. Under the American
system with its wide open channels for access and negotiation,
local governments find ways to modify even the most drastic
Federal edicts if they choose to make a supreme effort to do
so. In any case, Federal enforcement is usually achieved by
prolonged negotiation of its terms rather than by fiat, even
where Federal grants, which technically can be revoked, are
involved. 1In part, this is because revocation of Federal -
grants is in itself problematic. Not only are there political
pressures that can be brought into play against any specific
acts of revocation but proponents of the program involved
‘generally recognize that revocation of a Federal grant is
likely to lead to no local activity whatsoever, thus defeat-
ing their purpose, which is to stimulate local activity, even
under less than perfect conditions.

Federal grants and other forms of funding may play an
especially useful role where local governments are neutral
regarding the Federal goals involved. In such cases, the
availability of Federal funds may enable local interest groups
desirous of fostering particular activities to gain the addi-
tional leverage necessary to bring their local governments
into the picture. 8ince the local governmental leadership
does not have a clear stance one way or another, the avail-
ability of Federal funds may well encourage them to act and
even to accept the Federal standards involved without serious
question. o A :
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Federal grants have minimal impact where there is wide-
spread local opposition. By this I mean opposition that ex-
tends nationwide to a substantial degree. The Federal Gov-
ernment can overcome pockets of local opposition, particularly
when it has the support of the States, if those pockets do
not reflect a stance widespread throughout the country. One
of the reasons why the recent efforts to promote metropolitan-
wide planning have had minimal success--and they have had
only minimal success~-1is because of well-nigh nation-wide
local reluctance to accept them, if not downright opposition
on the localities' part. In such cases, local governments,
realizing that they must at least superficially conform to
the Federal requirements, go through the motions while
arranging matters among themselves in such a way as to as-
sure that the review processes are all form and little or no
substance.

Widespread local resistance to Federal efforts has become
particularly evident in recent years, primarily because it is
only in recent years that the Federal Government has attempted
to unilaterally influence local government conduct without
first seeking a nationwide consensus in support of its efforts.
- As indicated above, the original grant programs and even those
of the New Deal period were generally Federal responses to
widespread local initiatives. A national consensus would
form on the virtues of establishing a public education system
and the Federal Government's superior revenue raising powers
(which have always existed in one form or another) were mo-
bilized to support the effort. The country wanted to "get
out of the mud" and mobilized the Federal Government to sup-
port State and local highway construction. Even welfare, a
more controversial area of governmental activity, was widely
accepted as necessary before the Federal Government enacted
the great cooperative welfare programs in the 1930s.

‘Beginning in the 1950s however, Congress seemed to be
increasingly receptive to providing Federal support for pro-
grams with limited constituency backing. So, for example,
supporters of better public libraries were able to secure a
. grant program from Congress in the 1¢50s even without having
to mobilize widespread State and local interest in library
development. -Since libraries were generally considered a
good thing, the Federal program provoked little opposition
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and, once enacted, served to stimulate matching State and
local efforts with generally good results.

By the 1960s, however, similarly limited interest groups
were able to influence Congress to enact programs which not
only had no widespread support but actually provoked wide-
spread opposition. Many of the poverty programs fell into
that category. Regardless of their merits in the abstract,
they represented successful efforts of certain interests
with very limited appeal. Hence, once they had to be imple-
mented at the grass roots it was relatively easy for local
communities to utilize governmental and nongovernmental re-
sources to frustEate them, despite a massive Federal effort
on thelr behalf.”

The urban renewal program as an example

The history of the urban renewal program is particularly
instructive in this respect. The original urban renewal grant
program was enacted in the 1950s in response to the efforts
of a very limited constituency. 'In fact, the Urban Renewal
Administration had to spend the first 10 to 15 years of its
existence in mounting a massive effort to gain local support
for its program, simply in order to give its money away. One
way in which it mobilized this support was by lowering Fed-
eral requirements for local participation or by recognizing
formal and insubstantial local efforts at compliance as suf~-
ficient to meet the Federal requirements. For example the
urban renewal grant legislation required that local communi-
ties adopt building codes in order to qualify for funds. The
Urban Renewal Administration, in an effort to convince reluc-
tant localities to participate in the program, was willing
to accept the most flimsy building codes as sufficient for
compliance and effectively agreed not to make any demands for
their enforcement. Many of the failures of urban renewal as
a program that have come to the public attention in recent
years stem from this effort to secure widespread local use
of a Federal program that did not have widespread local sup-
port. The end result may have been the achievement of a
nationwide basis for urban renewal but at the expense of the
original goals of the program. All too often, urban renewal
became the handmaiden of relatively narrow special interests
whose own profitmaking goals were in direct conflict with the
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goals of the reformers whd were able to secure enactment of
the program in the first place.6

Technical assistance

Another means used by the Federal Government to influence
local government conduct is through the provision of technical
assistance. Here, too, the earliest PFederal action goes back
to the early republic when the Federal Government, by virtue
of its maintaining the only engineering school in the country
at West Point, had a virtual monopoly of civil engineers in
the United States. In the early nineteenth century, these
civil engineers, as members of the U.S. Corps of Engineers,
were lent to States and localities to undertake public works
projects for specified periods of time.

Contemporary Federal technical assistance programs are,
in some respects, more elaborate and, in others, represent a
retreat from that earlier position. Very few temporary tran-
fers of personnel occur today. At the same time, technical
assistance remains a most effective way for the Federal Gov-
ernment to influence local government conduct, primarily be-
cause it is generally provided where a strong local interest
already exists. With that strong interest comes a predisposi-
tion to utilize the assistance made available. In an age
where the tendency is to assume that people and institutions
will only respond to sanctions, explicit or implicit, tech-
nical assistance is not looked upon with great favor as a
means of spreading Federal influence. WNevertheless, there
is good, if incomplete, evidence that argues for wider use
of technical assistance. The evidence is incomplete, pri-
marily because in the pursuit of new means of levying sanc-
tions, little has been done to study the impact of technical
assistance since the nineteenth century.

Planning assistance

Federal encouragement of local planning efforts, whether
through planning requirements attached to grants or through
the provision of technical planning assistance, represents
another means whereby the Federal Government seeks to in-
fluence local government conduct. While primarily a product
of the New Deal period and after, this means also has its
roots in early American history. 1Indeed, the Federal land
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survey of the great bulk of the United States, begun in the
1790s and not yet completed in the remote parts of the land,
probably remains the greatest single Federal planning effort
ever undertaken in this country. The Federal land survey
virtually determined the planning of local communities through-
out the public land States and continues todo so because of
the patterns of land ownership and development which it es-
tablished then. Here, too, there were no sanctions attached
to force local governments to follow the survey lines. 1In
fact, one would be hard put to say that the survey was even
directed to forcing local conduct into specific patterns, ‘but
the objective conditions which it created, reinforced by con-
gressional land grants based upon the divisions established
by the survey, brought about that result.

More recent Federal efforts in the planning sphere have
moved from attempting to stimulate local plamning activity
to attempting to force particular kinds of planning upon
local communities. It has been argued that the stimulatory
efforts of the 1950s and early 1960s were less than successful.
If the measure is the creation of master plans and their im-
plementation, then that judgment must stand. However, the
question can be raised as to whether those are the best cri-
teria by which to judge the effort. One clear result was
. the strengthening of the planning profession and the dif-
fusion of professional planners to communities of all sizes
around the country. 1In the last analysis, the creation of
professional planning staffs in those communities will prob-
ably have greater long-range benefit than is generally recog~
nized among evaluators of the programs today.

Here, too, little if any research has been done to de-
termine what impact the diffusion of planning professionals
has had to date, but those who understand the realities of
government know that proper staff is inevitably likely to
have greater impact than any kind of paper plans. If that
impact has not been as great as it could be, it is partly
because the planners themselves had to go through a period
during which their efforts were focused on master plan making
without regard for process and implementation and only now
have reached a level of professional development that permits
substantial numbers of them to see beyond that problematic
effort. 1In quite a few communities, especially in those
where the professional plammers came upon this wisdom early,
the Federal effort has already paid off enormously, even if
not in the ways initially expected, without any linkage to
potential sanctions because the local communities themselves
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have learned the value of certain kinds of planning and have
learned to make use of their planning professionals in use-
ful and appropriate ways.

Forced planning efforts, on the other hand, have pro-
voked deep local opposition that may have long-range impacts
that are clearly counterproductive to the intentions of
those who first invoked Federal power in the matter. The
very use of Federal power in a forcing way is a product of
the late 1960s, when the last of the earlier restraints of
rhetoric and doctrine were swept away and the need for Fed-
eral self-restraint was as yet unfelt. In almost every case,
Pederal power was invoked when a small minority of reformers,
convinced of the rightness of their position, were able to
get the upper hand in either the Federal executive or legis=-
lative branches without having broad based support. Indeed,
their very willingness to use force is an indication of how
much of a minority they were and how deeply they felt the
necessity to force compliance with their schemes. Their
situation was a classic one which can almost be summarized
as: the greater the consensus the less the inclination to
use force; the less the consensus the greater the inclination
to do so.

The use of force on the part of a determined minority
convinced of the rightness of its cause may lead to farflung
changes in political systems built differently than that of
the United States; but in America, unless the determined
minority can evoke the response of the majority (as did the
civil rights movement between 1954 and 1968), the very char-
acter of the polity will intervene to block its attempt.
Unfortunately, in the process damage may be done to the
country's institutions as well as to the reformers' cause,
in equal measure .8

Federal requlations

In an increasing number of cases, the Federal Government
can influence local government conduct through regulation.
This is particularly true in all those areas of economic
regulation into which the Federal Government has entered
since the New Deal. These are areas in which the Federal
Government acts unilaterally.9 A particularly striking ex-
ample can be found in relation to the 1973-74 energy crisis
during which the Federal Government even went so far as to
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set maximum speed limits without so much as a single serious
voice raised to question the constitutionality of its action.
Wage and price controls represent another such manifestation.
Simple observation suggests that direct Federal regulation

of this kind has very great success in influencing local gov-
ernment conduct, although it should be noted that there is

a total absence of studies to determine just what the effect
is and whether or not affected State and local bodies are
able to utilize other means to significantly modify the im-
pact of such regulation. At the same time it is also true
that the greater the effect that such regulation has on local
government conduct, the more likely it is to be in clear
violation of the spirit of federalism if not of the letter

of the Constitution. Thus, utilization of this form of Fed-
eral influence may lead to great success in achieving certain
reforms but will also do great damage to other principles of
the American political tradition.

It should be noted that even so unilateral an act as Fed-
eral regulation does have a‘cooperative dimension as well
as a coercive one. Most of the Federal regulations having
to do with safety, fairness, and consumer protection simul-
taneously serve the interests of State and local governments
insofar as all three seek to protect the citizen against
unscrupulous private interest. The earliest direct Federal
regulation of commerce, going back to the late eighteenth
century, involved the setting of Federal standards for bonded
whiskey (a regulatory system still very much alive). As the
" first piece of Federal consumer protection legislation in
the United States, it has subsequently been followed by a
long chain of such regulatory legislation, much of which is
parallel to State legislation and local ordinances dealing
with the same matters. Another early piece of federal regula-
tory legislation, that setting safety standards for steam-
boats plying America's rivers, was also but the first in the
long line of similar measures. Only in the period since the
1960s have such measures attempted to be preemptive of State
(and by extension local) enactments rather than supplementary,
complementary, or reinforcing. The shift is a significant
one and is particularly ominous because there is no evidence
whatever that it has broudht improved results.

One early example of Federal Government use of its
regulatory powers preemptively has left a record that can
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be judged. The Interstate Commerce Commission was initially
established to supplement State efforts to regulate the great
interstate railroads whose interstate character had seemingly
placed them beyond the reach of State control. After World
War I, Congress effectively preempted railroad regulation for
the ICC and then when the States could no longer do more than
petition against abandonments of service, the Commission pro-
ceeded to foster the demise of much of America's railroad
network, in a way that probably went against true national

as well as local interests. Since then, there has been a
continuing confrontation between State and local governments
speaking for the interests of their populations on one hand
and the ICC on the other regarding railroad mergers, further
reduction of services, and the like. In retrospect, the
States and localities may well have been better spokesmen

for the long-randge national interest than the ICC in a
majority of the cases.

Political persuasion and the
limits of coercion

A final means whereby the PFederal Government exerts
effort to influence local government conduct is through poli-
tics. On the surface, this seems to be the most amorphous
means of all, but it is also one of the most effective as
benefits a democratic society. Of course, it is the oldest
form of Federal influence. During the Revolutionary War, it
was perhaps the only form available to the embryonic Federal
- Government. Woodrow Wilson and Franklin Delano Roosevelt
masterfully used political chamnels to influence local govern-
ment conduct in the development and implementation of the
New Freedom and the New Deal. Both Presidents were espe-
cially active in utilizing political persuasion and "clout"
in dealing with State and local officials, directly or
through their agents. In that, they were no different than
most other activist Presidents but because of the circum—
stances, their efforts represent models of how politics is
used most skillfully to those ends. While politics is not
always a matter of persuasion and frequently has extraordi-
narily coercive aspects of its own, still there is much to
be said for achieving Federal influence over local government
conduct in that way rather than in more blatantly coercive
ways.
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Looking back over American history, one finds that recent
Federal efforts, beginning with the mid-1960s and President
Johnson's "creative federalism" have tended to increase the
amount of coercion applied from Washington both legislatively
and through administrative regulations (which frequently
exceed in coercive content anything intended by a majority
in Congress). The end result has not been greater success
in the achievement of the goals that are stimulated by
coercive measures, even where overt local government conduct
can be seen to have been influenced by them. Rather, such
measures have contributed to what seems to be a breakdown in
the quality of government services and the simultaneous de-
cline in public confidence in the Government's ability to
contribute to the solution of the nation's problems. If this
seems paradoxical, perhaps we should reexamine the basic
premises that brought about the increase in coercion at the
expense of seeking consensus in the first place.

In that respect, the New Deal period is worthy of par=—
ticular attention, not so much in the conventional way as a
turning point between an era of simpler government toward one
of far greater government complexity and intervention, but
as a period in which, for a variety of different reasons, the
Federal Government isought to work with the States and local-
ities by properly mixing sanctions and consensus building.
Franklin Delano Roosevelt himself was the architect of that
policy, often insisting upon it in the face of his keenest
advisors whose own instincts for reform led them to seek to
coerce all those reluctant to embrace their ideas. As a
wise politician with significant statehouse experience, FDR
was not to be lured into that trap. Instead, he sought to
stimulate and conciliate to achieve broad-based reform on
the Federal, State, and local planes in such a way as to do
minimal violence to the traditions of local self government
so widely valued by Americans.t?!

Of necessity, even FDR had to use methods appropriate
to a great emergency which the crisis of the Depression
truly was. In times of greater normalcy, it may be that
earlier periods of the American Republic also offer us mod-
els from which to choose in developing a proper balance be-
tween Federal efforts to influence local government conduct
and the legitimate rights of States and localities to define
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their own goals, establish their own institutions, and im-
plement their own programs and policies.

In the last analysis, the historical record shows that
the impact of the Federal Government on local government
conduct depends upon the particular mixture of technical
judgment, reformist values, and political interest brought
to bear in any particular case. Where all three coincide,
the tendency will be for the Federal impact to be great.
Where the first and last tend to operate against the Federal
effort, the Pederal impact is likely to be slight. In any
case, political interest may well be decisive on either side
of the equation with technical judgment coming second and
reformist values running a poor third, unless the reformers
involved are able to manipulate the first two. This is so
despite the fact that the American political system was one
of the first in the world, along with that of the United
Kingdom, to institutionalize reform as a constant element in
the country's political life. What it simply means is that
reformist values are subject to tests other than those of
the sentiments of the people who espouse them or the often
faddish analyses of the intellectual community. The Federal
Government can, and indeed has, stimulated reform but only
reform that to at least some degree passes the tests of
technical judgment and political interest.

THE FEASIBILITY AND APPROPRIATENESS
OF UTILIZING THE REVENUE SHARING ACT
TO_INDUCE LOCAL GOVERNMENT MODERNIZATION

The conventional reform model

In order to answer the question implicit in the foregoing
heading, we must answer three prior ones, namely, what is
"modernization,; " what is "appropriate," and what is "feasi-
ble." I propose to take them each in turn.

For many, it will seem unnecessary to answer the ques-
tion "What is modernization?" There is, indeed, a conven-
tional model of what consistutes modernization of local
government abroad in the United States which, if not derived
from any single commonly accepted text, has been sketched
out with more or less fullness in countless reports, blue-
prints, and proposals for local government reform. The key

63



APPENDIX II APPENDIX II

elements in this conventional model generally include gov-
ernmental consolidation, strengthening technocratic generl-
ists, and loosening popular fiscal restraints. Governmen=
tal consolidation is advocated along two dimensions. The
first concerns the consolidation of governmental units,
particularly merger of special-purpose governments, into
general-purpose ones and smaller jurisdictions into larger
ones on the assumption that the fewer different centers of
political authority, the more efficient governmental opera=-
tions will be and the easier access the public will have to
them. The second concerns the consolidation of governing
‘bodieg so that there will be fewer possibilities for the
representation of special or narrow interests and greater
opportunities for executive control of decisionmaking, on
the assumption that small councils and strong executives
will better represent the general interest because they will
be more likely to have an overarching view of the "whole
picture."13

Increasing the power of technocratic generalists means,
more explicity, enhancing the role of planners and managers
not committed to any particular governmental function but
to the planning and management of all functions together on
the assumption that trained generalists are likely to be
even better than elected generalists in understanding what
the community needs.'¢ Loosening the fiscal restraints upon
government in both taxation and borrowing is advocated so
that governmental leaders need not gain popular consent for
undertaking what may prove to be unpopular programs in an
immediate sense but which promise to serve the long-range
good of the community as they understand it, on the assump-
tion that people will vote for their narrow interests and
not perceive the long-range good of the community as well as
will their leaders.lS

To this very general list it is possible to add a variety
of specifics depending upon variations of time and place.
Thus, until the mid-1960s increasing the power of experts of
all kinds was considered to be modernization while, since
the mid-196Qs, reformers have concluded that only expert
generalists deserve to have their power increased since
other experts are "neo-feudalists” concerned only with their
specializations and need to have their power curbed. Similar-
ly, modernization according to this model generally means
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regarding the normal everyday interests of the average Ameri-
can as very narrow and more likely than not to frustrate the
long-range interests of the community. Since the mid-1960s,
however, the same interests, when identified with the poor,
have been deserving of special representation within the
local body politic.

These elements of the conventional model of modernization
are all derived from certain basic assumptions regarding
what constitutes efficient governmental organization. Those
assumptions are, in turn, based upon principles of hierarchical
organization injected into the stream of American thought by
turn—of=the~century reformers beginning with Woodrow Wilson
and reinforced by the ideology of American business of that
same era.l® The theories themselves were based upon admiring
observation of the French and Prussian (and later German)
models of administration which emphasized hierarchical ar-
rangements, control from the top downward, bureaucratic
structures in which each element has a particular role to
play with a clear position in the hierarchy and all bound
together by‘a sense of responsibility to a reified "state. 17
Turn-of-the-century reformers like Woodrow Wilson were ex—
plicit in their admiration of the French and Prussian models
of administration. Many of the intellectuals among them
were equally explicit in their admiration of the English
model of legislative organization, namely, one supreme par-
liament functioning as the single center of political power
in the society.

Wilson was one of the founders of the since dominant
school in American political science which holds that civil
society can only be organized properly if there is a single
center of political authority and power. If he argued that
this center should be the legislative body, his successors,
particularly after the rise of the New Deal, saw that center
to be located in the Presidency. Outside of the Federal
Government, this school of thought has consistently argued
that modernization means strengthening governors at the
expense of legislatures, mayors at the expense of city coun-
cils, and bureaucratic organization at the expense of polit-
ical negotiation, up and down the line.

It is fair to say that this conventional model of mod-
ernization did have a certain subjective validity during a
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certain period of recent American history. At the turn of
the century, the combination of excessively diffused formal
power points on every plane of American government,’ combined
with the rise of extralegal and usually corrupt political
bossism outside of the formal framework as a means of coping
with this excessive diffusion of responsibility, legitimately
demanded reform in the direction of the practical suggestions
of these reformers. The process of making those reforms has
taken the better part of the twentieth century to date and,
given the diffuse character of the American federal system,
has not uniformly penetrated every corner of the system even
now.

At the same time, by the mid-1960s the overwhelming major-
ity of the reasonable proposals of the reform movement had
been very widely implemented (if not always with the intended
results) while those that had not had been seriously consid-
ered by large segments of the American public and rejected
after consideration and not simply out of hand. In many re-
spects then, continued emphasis on reforms suggested by this
conventional model reflects the fatal error of so many people
seeking to implement an initially good idea, namely, carrying
it to excess by insisting on bringing it to its logical con-
clusion rather than halting at the moment when its implemen-
tation reaches the point of diminishing returns. At-that
point, the idea ceases to be a living thing and becomes an
ideology where doctrinal purity becomes more important than
empirical validation.

The "new" reform model

While many of the practical reforms drawn out of the
conventional model were being implemented within the frame-
work-of the existing system of government in the United
States, evidence began to accumulate and ideas began to be
tested that should lead us toward the development of a new
model of modernization, one more suited to the contemporary
situation-~-more "modern" if you will. As has so often been
the case in American history, the business community was the
first to encourage this exploration and to recognize the
implications of the results. They soon discovered several
important truths: (1) there is no single best way to or-
ganize an enterprise; (2) every enterprise at some point
reached -a maximum size beyond which efficiency of control
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and production are impaired and that the size varies in

every case with the character and functions of the enterprise;
(3) in an age requiring highly specialized knowledge and
skills, specialized production units are needed at least for
certain purposes and attempts to combine such units hierarchi-
cally under generalist control is often counterproductive;

and (4) patterns of diffusion of expertise in a complex en-
vironment mean that hierarchical systems of organization are
becoming increasinglg obsolete from an organizational effi-
ciency perspective.l

Slowly but surely, political scientists and economists
began to discover that what held true for business held true
in its own way for government as well. The Advisory Commis-
sion on Intergovernmental Relations, long one of the stalwart
proponents of the conventional model, found that past a cer-
tain point, increased city size did not bring with it in-
creased efficiency in the delivery of public services, and
past another point, increased size actually brought with it
a reduction in efficiency.l? The Indiana University Work-
shop in Political Theory and Policy Analysis discovered that
metropolitan consolidation often brought lessened satisfac-
tion on the part of the citizenry with delivery of public
services while not increasing the efficiency or lowering the
cost of their delivery either.?? The blacks and the poor
brought very forcefully to our attention that small city
councils lessened their chance of being represented in the
formal decisionmaking arena, requiring them to take to the
streets to make their voices heard.2l The American experi-
ence with Vietnam and Watergate has brought home the lesson °
of what happens when the principle of a single center of
power in the Presidency is almost realized and the President
begins to believe the new doctrine.

As Americans began to discover the weaknesses of the
consolidationist-hierarchical models, it became apparent
to more and more of us that reforms designed to translate
them into reality did not represent modernization at all
but rather a return to forms of government which were old
at the time of the Founding Fathers and against which the
founders of the Republic rebelled. Today a new model of
modernization has begun to emerge from all of this, one that
emphasizes the virtues of relying upon diffused competence,
multiple power centers, and political jurisdictions adjusted
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in size and scope to the preferences of those who reside in
them and to the reduirements of their particular function,
all served by governing institutions broad enough to repre=-
sent the variety of legitimate interests encompassed by them.
This new model is not yet as well articulated as is the con-
ventional one. At this point its exponents are still busy
critically exploring the untested assumptions of the conven-
tional model (for what is characteristic of that model is
the fact that virtually all of its assumptions are untested
and have never been tested) and trzlng to build an empiri=-
cally valid base for the new one. Significantly, in
searching for the theoretical roots of their model, they
have come to the realization that in its larger sense it

was anticipated by James Madison and Alexander Hamilton in
The Federalist and by Alexis de Tocqueville in his discussion
of democracy in America.

Tests of appropriateness
and feasibility

Today, any discussion of modernization must appropriately
focus on the truly modern model rather than on the increas-
ingly obsolete conventional model. Recognition of the exis~
tence of a new model of modernization can lead us to better
understand what is appropriate in the way of Pederal activity
to induce local government modernization.

We begin with a traditional element. The traditions of

. Federal assistance have been to emphasize State and local
performance rather than organization. Not that Federal grant
programs have not concerned themselves with the latter, but
have only done so in connection with rather clear performance
goals, usually related to the delivery of specific services.
If the original rationale behind categorical grants was not
quite "we don't care how you get it done, just get it done,"
it came close. Only subsequently was this principle increas-
ingly violated in connection with specific functions. The
recent push toward general and special revenue sharing, in
its initial form at least, has tended to restore the emphasis"
on performance rather than organizational change. In great
measure, the cooperative system has worked as well as it has
because States and localities have been free to organize
themselves more or less as they see fit while at the same
time cooperating with the Federal Government on a functional
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basis. Thus, the spirit of local self government has been
preserved through structural independence even where func-
tional interdependence has grown.24 Any proposals that will
alter that balance should be very carefully examined for
their larger implications and likely consequences in the long
run.

In this respect, the original idea of revenue sharing was
diametrically opposed to any proposals for utilizing the
Revenue Sharing Act to induce local government modernization.
The idea of revenue sharing was to utilize Federal resources
State and local governments to increase their discretionary
powers, not to be subject to new forms of limitation of a
kind, rarely if ever, .applied through more conventional meth-
ods of Federal aid. An outside observer can only have the
sense that interests whose proposals have been rejected by
consensus are seeking to impose them by coercion. Quite
clearly, if the Federal Government uses revenue sharing to
induce any directed changes in local government, revenue
sharing simply becomes another device to increase the hier-
archical tendencies in the American system at the expense of
the system's federal basis.

The fact is that not only is such a use of the Revenue
Sharing Act inappropriate from the perspective of the Ameri-
can constitutional tradition, but the American political
system probably limits its feasibility as well, As indicated
earlier in this paper, there is abundant research to indicate
that the character of American politics is such that Federal
ald more often than not becomes subject to local control no
matter what conditions Congress or the executive branch
place on it. This seems to be inherent in the American sys-
tem and, while from time to time, every American is dissat-
isfied with the consequences, over the long pull few would
have it any differently.

Having it differently would require a revamping of the
character of both access and representation in the American
political system to limit the position of the citizenry with
-regard to both. Consequently, there would be severe politi-
cal problems in any effort to implement the kinds of proposals
being submitted with regard to local government modernization
via the Revenue Sharing Act, even assuming that such proposals
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could be enacted into law. It 'is unlikely that an amended
Revenue Sharing Act could be enacted that would provide for
a single set of structural and procedural changes that would
be required of all local governments before they would be
entitled to revenue sharing funds. Incorporation into the
legislation of a requirement that each locality, metropolitan
area, or whatever submit a modernization plan of its own for
approval by the appropriate Federal administrative agency
before receiving the funds is somewhat more feasible but,
given past experience with similar arrangements, it is ques-
tionable whether plans submitted would be other than window
dressing accompanied by tremendous political pressures to
get them approved. -

Should a Federal agency backed by Congress attempt to
seriously enforce modernization measures, it would require
a degree of coercion hitherto unseen in the whole history of
American government, equivalent to the effort required to
implement the military draft during the Civil War. This is
not to suggest that there will be rioting in the streets,
but more subtle forms of noncompliance requiring equally
drastic, if less visible, measures if they are to be com-
bated. It is highly questionable whether it would be either
feasible or appropriate for the Federal Government at this
particular juncture in history to become involved in such
coercive measures. The political and administrative problems
involved are far too great.

Problems of judgment and value

Finally, there are problems of judgment and value. Which
modernization model is to be used? What is to be considered
modexnization? Who is to decide? We have just passed
through a period when the residents of the inmer city have
justifiably demanded greater community control over govern=
ment activities affecting their lives precisely because the
very big cities are too large to offer them meaningful- access
to government to influence the direction of those activities.
Is the Congress of the United States now prepared to turn to
the 80 percent of the American people who live outside of
those great cities and tell them to give up control over
their local governments and to accept changes presented under
the catchword of modernization which they have consistently
rejected for the past 20 years? Are a majority of Congressmen
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convinced that Federal administrators are to be entrusted with
such wide discretion in these matters when dissatisfied vot-
ers are likely to hold their elected officials responsible

for any unpleasant results, even if the unpleasantness is
only short term, lasting through one or two elections?25

Beyond all of the foregoing are certain value problems
that are even less easily resolved. If the new model is at
all correct and, for that matter, if there is any truth in
The Federalist or in the works of the great political phi-
losophers from Aristotle to the present, then political lead-
ers should be very careful about acting in such a way as to
limit further the possibilities for local community in a
world in which alienation and detachment from community have
become so widespread as a result of so many other forces im=-
pinging upon humanity. Perhaps it would be more statesman-
like to seek legislative action designed to foster community
on a human scale rather than weaken it. Regardless of how
one answers that question, the value problem implicit with-
in it should give even the wisest legislator pause before
acting to prescribe one single approach to governmental
organization and action for the entire United States.

In sum, this writer believes that it would be both in-
feasible and inappropriate to amend the Revenue Sharing Act
to provide inducements for modernization. In part, this is
because it is unclear precisely what modernization involves
these days. Beyond that, the political and administrative
problems of establishing a single federally enforceable pat-
tern are enormous and likely to be conterproductive. More- °
over, the value judgements that must be made before such a
plan could be enacted into legislation are very great indeed.
One of the great values of federalism is the possibility it
offers for diversity and experimentation. Both exist in
great measure in the United States today and any actions
that might reduce either deserve long and careful considera~
tion. Finally, congressional action to attach serious con-
ditions to general revenue sharing would by any standard be
a radical departure from the original premises of the reve-
nue sharing idea and would change the character of revenue
sharing beyond recognition.
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The problem of location as a factor
in feasibility and appropriateness

Considering that the main thrust of proposals for local
government modernization via the Revenue Sharing Act is on
the metropolitan area, it becomes important to closely ax-
amine the country's metropolitan areas to see whether the
proposals being considered are relevant and if so, where, or
if not, why not? The conventional image of the metropolitan
area according to the conventional modernization model is
that of a city that has grown beyond its political boundaries
but in every other respect is a single entity. 6 fThis defi-

nition 1= true in the casgse of some mn-l-'rnhn'h-l-;ah areas, par-
fdmhe ot e WP gl i

ticularly the smaller ones. At one time it was probably‘
true of most metropolitan areas, but since World War II it
has been true of fewer and fewer. The very largest metro—
politan areas are far too vast to be con51dered srngle cities
under any circumstances. -In fact, they are congeries of
cities whose political and social independence antedates the
spread of metropolitanization.27 One look at the variegated
voting and socioeconomic patterns in any large standard metro-
polltan statistical area (SMSA) reveals this immediately. 28
It is not simply a matter of Republican suburbs versus a
Democratic central city or affluent suburbs versus a lower=-
income urban core. The patterns are consrderably more di-
verse than that and are becoming more dlverse with each pass-
1ng year. :

Thare is now con31derable evrdence that for the past
decade and a half most of the people settling in the suburban
areas of the SMSAs are not even migrants from the central
cities, but are people from rural or other suburban areas of
other SMSAs, who move from suburb to suburb without ever
touching the erstwhile central city of the metropolitan
area. Even commuting patterns have changed drastically
in the past 15 years to the point where they no longer rein-
force the centrality of any single part of the metropolitan
region. The evidence shows that once the central city bound-
ary is crossed, the percentage of the work force commuting
to work within those boundaries drops radlcally Moreover,
in the large SMSAs, less than 50 percent of the total metro-
politan work force works in the central city in the first
place. The new commuting pattern is from suburb to suburb
or from node to node within large metropolitan regions.3l
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Thus, the metropolitan area is far from being a single
city. Rather, it is increasingly becoming a large, rela-
tively low density urban region concentrated around several
commercial, industrial, and cultural nodes, divided politi~-
cally to give expression to diverse interests and groups.

It is true that all the segments of the SMSA share certain
common regional ties and characteristics, but much in the
same way that New England, the Upper Midwest or the Pacific
Coast share regional ties and characteristics internally.32
The organization of government in such metropolitan regions
cannot be based upon the single city model. Rather, it must
be based on an understanding of what is appropriately local
within the region and what requires regionwide treatment.

In those fields requiring regionwide treatment, the question
must then be asked, how is that treatment thus provided? By
some multipurpose governmental unit? By a congeries of
single-purpose units, each with boundaries tailored to its
particular "service-shed" under local control? By similar
congeries of State sponsored governmental units or agencies
functioning as arms of the State government? Or by a divi-
sion of areawide responsibilities among existing local units
on a contractual basis?

There is no single answer to be found to this question
suitable for all or even a majority of metropolitan regions.
Rather, each must develop its own answer in light of its own
situation. So, for example, the Philadelphia metropolitan
region embraces 4500 square miles and 4 1/2 million people
~in 2 States. Under what circumstances or conditions need it
be served by any overriding authority? The record of 20
years of effort shows that there is very little that needs
to be done by a single regionwide authority in the Philadel-
phia area. Even public transportation, a field in which the
Philadelphia region stands among the Nation's leaders, is
provided by two separate bodies, one an agency of the
Commonwealth of Pennsylvania and the other a creature of a
bistate port authority, without any appreciable problems as
a result,

- Or, take the Minneapolis-St. Paul metropolitan region,
a model for the country in many respects. It has a metro-
politan council that is formally a creature of the State of
Minnesota. There is considerable agitation among local re-
formers to make that council a locally elected body. The

73



APPENDIX IT APPENDIX IT

State has so far refused to do so, in part because the metro-
politan region embraces half the State's population. Undex
what circumstances is it either feasible or wise for one half
of the State's population to be detached for many governmen-
tal purposes from the overall State governmental system
through the establishment of a separate regional government
with substantially the same powers? On the other hand, the
fact that the Twin Cities metropoclitan region, for all its
size, is separated by substantial distances from any other
metropolitan region makes it possible and feasible to create
special districts to handle special functions, including the
sharing of the region's tax base more equitably, something
that would be well nigh impossible to attempt in the north-
eastern megalopolis or in Southern California.

Pueblo, Colorado, a medium-sized metropolitan area of
somewhat over one hundred thousand population, offers yet a
different set of problems and possibilities. Pueblo County
embraces the entire population of the SMSA, over 90 percent
of whom live within the city of Pueblo or its immediate
urban fringes. Should all of Pueblo County be made a single
local government even though most of its 4 thousand plus
square miles consist of ranch lands, sagebrush, and mountains?
Should the Pueblo urbanized area be detached from its county
thus depriving the county of its heart? Should the Pueblo
and Colorado Springs SMSAs be consolidated into a single
government because the two counties share a common boundary,
even though there are 50 miles of open space and a social
gap edqually as wide between the two urbanized areas?

Metropolitan Indianapolis (Marion County) and metropolitan
Nashville (Davidson County) are two metropolitan counties that
have created unified city-county governments for most of their
residents, In both, the attainment of consolidation was .
achieved by allowing previously incorporated suburban munici-
palities within the counties to maintain their independent
existence. Voters in both counties approved this arrangement.
Should the Federal Government now step in and require that
it be abandoned because it is asymmetrical?

Even more difficult to answer is the question as to
whether there have been any substantial gains in Indianapolis .
or Nashville as a result of consolidation. Are those metro-

politan areas better governed? Do they serve their populations
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better? Are they more efficiently run than their counterparts
which have not undergone consolidation? There is no evidence
to indicate that they are, certainly none to warrant Federal
endorsement of that pattern of metropolitan modernization as
one to be replicated around the country.

Again, one is drawn back to the wisdom of the Founding
Fathers in adopting a general solution to the problems of
governance of a large country. Explicit to that solution is
the idea that no single pattern will work countrywide, that
each locality must be free to develop its own. Beyond that,
within very broad limits, each locality must also be free to
remain a backwater, an anachronism,
those in our population who want to live in a backwater or
be parts of an anachronism, who do not want to be "modernized."
In sum, the location of particular metropolitan areas and
regions itself changes the circumstances of each, requiring
different forms of local organization for each.

a pnlace that appeals to
place that appeals O

WHAT MODERNIZATION MEASURES MIGHT
QUALIFY FOR _FAVORED TREATMENT

Several kinds of modernization measures have been pro-
posed, including structural and jurisdictional changes, ad-
ministrative and fiscal changes, and the strengthening of
cooperative arrangements through negotiation or through co-
ercion. Each of the changes that falls into one or another
of these categories should be considered with the following
questions in mind: (1) what options are generally suggested?
(2) what do we know about the utility, impact, and problems
of those options? (3) which options can be appropriately con-
sidered and which rejected in various contexts? The options
usually suggested in each category are generally well known.
However, we know very little about the utility, impact, and
problems of those options since almost no research has been
conducted on any of them, not even simulation gaming to any
substantial extent. We continue to make our judgments on
the basis of untested assumptions, assiduously avoiding recog-
nition of the implications of the limited research that is
available. Moreover, in considering the various options, we
almost never place them in locational context. Rather, we
treat each option with regard to its potentiality as the solu-
tion for every metropolitan area in every part of the country,
an egregious error.
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Any structural or jurisdictional changes proposed should
be based upon a recognition of the regional character of all
metropolitan areas, or at least of those over 250,000 popula-
tion, and the rejection of the "single city" concept. More-
over, it should be understood that metropolitan regions are
no longer nodal, that is to say, focused on a single center,
but rather represent matrixlike structures that are more
likely to be multinodal. The practical implications of this '
are that no single overarching governmental structure is
likely to be appropriate for any but the smallest metropoli-
tan areas. This means that a variety of structures is likely -
to be called for, each with its own jurisdictional field, re-
lated to the scope of its services. In many cases, these
structures should be sponsored by the States or should be
joint State-local bodies so that they will retain greater
flexibility than is possible through the establishment of
special districts. 1In other cases, special districts will be
appropriate. 1In all cases, there should be appropriate repre-
sentation for all units in the metropolitan area.

Plans suggested in the 1960s, giving central cities
special authority over metropolitanwide agencies, are not
sound, either theoretically or practically. If anything,
serious consideration should be given to encouraging central
cities, which grew by annexation, to disannex territories
which would then reacquire municipal status of their own,
thereby restoring balance within metropolitan areas. The
existence of a large central city surrounded by considerably
smaller units has probably been the greatest single barrier
to regional cooperation within metropolitan areas for the ob-
vious reason that the smaller units are afraid of losing con-
trol to an outsized partner. The problem is compounded by
the fact that so many of the residents of the central cities
themselves feel alienated and disenfranchised, lacking the
kind of access to City Hall that their suburban counterparts
have as a matter of course.

Thus, any serious suggestions for metropolitan regional
cooperation will likely require action to break up central
cities. If the central cities were to be broken up into
manageable municipal entities, it would then be possible to
talk about some kind of overall confederal body linking the
governments in a particular metropolitan region. Even so,
this is a problematic step. The larger the region, the less
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likely that a confederal arrangement involwving some over-
arching general government will be appropriate, simply because
there will be fewer functions that require regionwide activity
on a single agency basis and those that will would probably
be better handled through State-created authorities.

Perhaps the worst approach of all is the one which at-
tempts to assign specific functions exclusively to specific
planes of government. Take the case of police. The evidence
is strongly mounting that ordinary police patrolling is best
handled by quite small local jurisdictions where police and
citizenry know each other and can develop mutual confidence
and respect. Boundary problems can be and usually are over-
come through cooperative arrangements among police depart-~
ments.>4 oOn the other hand, major police investigative activ-
ity may require larger jurisdictions where more specialized
staff and equipment are available. Thus, any scheme for po-
lice reorganization should not seek to create regional police
systems with exclusive powers, but perhaps a regional overlay
for local police systems. Again, it may be that a strengthened
State crime lab and investigative division can provide the
redquisite services to supplement local police activities
without requiring any such intermediate agency.

The entire question of administrative change has become
more complex than ever before. The conventional modernization
model saw in the establishment of larger administrative units
the possibilities for increased efficiency. Today, brought
. up against the fiscal realities of large organizations in
which the largest share of the budget goes for salaries that
increase on a well nigh fixed basis annually, the question of
what is the most efficient administrative orxganization must
now be asked anew. One thing seems clear: the larger the
organization, the more levels of hierarchy it has, with the
resultant necessity to employ more people in purely super-
visory positions at increasingly higher salaries. A different
model of administration in which smaller units would operate
incooperation with one another, rather than be subordinated
within a hierarchy, would have the benefit of reducing person-
nel costs drastically and also preventing the removal of the
most competent men and women from "the firing line" to super-
visory positions far removed from the public.
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The educational research 11terature has demonstrated
over and over again that the best school systems are those .
located in moderate-sized suburbs or small 1ndependent c1t1es.y
This is partly a function of other sogioeconomic factors, but
it also in large part is a reflection of the ‘greater Qpportuni-. -
ties for personal contact between students,.parents, teachers, ’
and administrators available in a situation where the sdhool ’
administrators are closer to the classroom. Much the same S .o
seems to be true in police work accordlng to tha ev;dence at L f
hand .35 e ST L

While more research needs to be done on this sUbjéct;‘it
is possible to at least tentatively conclude that any admln;s—
trative changes should be in the dlrectlon of reducing the =
size of very large administrative units for the.sake of .
manageability and providing mechanisms whereby manageably
sized units can cooperate with one another in those areas sudh
as purchasing or sharing of records where larger scale mlqht ,
be of use. Here, too, new departures are needed on. the organi*“
zational level to promote such cooperatlon.. For, example, each
unit in a cooperating pool might be a851gned ‘some. taek which -
it must provide for the entire pool, with the extra cost' belng
reimbursed from some common fund, rather than creatlng separate.
administrative structures to undertake such tasks.f‘ . :

[y

B

A major and continuing problem in metropolitan Amerxca-is )
that of fiscal disparities among communitres within the same
metropolitan region, not to speak of across different regions,’
While some of these fiscal disparities may have only a minimal
impact on the real level of services prOV1ded (for exampie,
very high per capita expenditures in rich school systems ‘may
be for educational frills that have minimal effect upon edu-
cational quality), there is a certain floor below wihich true -
disparities exist. We do not honestly know what that floor 1s, '
although we make certain assumptions regarding acceptabie
minima and have built an elaborate system of intergovernmen- : .
tal transfers to deal with the problem of disparities.

No local structural changes will significantly affect the
continuing need for such intergovernmental transfers. They
are a legitimately recurring aspect of the American system of -
government. On the other hand, it is possible, at least in
relatively separated metropolitan areas, to make a greater
effort to ensure equitable local minima based upon a fair -
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share concept of the total wealth of the metropolitan area.
One step that clearly needs to be taken is to equalize tax
assessment on the metropolitan and preferably on a state-
wide basis. Another step would be to adapt the plan that
has been put into operation in the Minneapolis-St. Paul
metropolitan region whereby a share of the growth and taxable
wealth attributable to location within the metropolitan area
is made available on a fair share basis to all component po-
litical units within the region. This can be done either
through a metropolitan taxing authority or through a State
instrumentality and would do much to overcome the inequities
that result from multinodal development within a metropolitan
region that pays minimum attention to municipal boundaries.

Little attention has been paid to the extent to which
voluntary cooperative arrangements have provided for a con-
siderable amount of coordination within metropolitan regions
in recent decades. Many of these agreements are not even
written down; they represent verbal understandings among pro-
fessionals with common problems. Despite their nominally
fragile character, such agreements, based as they are upon
mutual desire and interest, are probably more closely main-
tained than many more formal arrangements, including those
backed by coercive powers.>° Such arrangements should be
encouraged and should be favored over more coercive steps
wherever possible. ' ‘

By and large, these cooperative arrangements are a prod-
uct of common professional ties and interests and are en-
couraged through professional contact. That is quite a
reasonable way of providing such inter-jurisdictional cooper-
ation. The most positive role the Federal Government could
play in fostering such cooperation is to instruct its own
agencies and their leadership within each metropolitan area
to be open to cooperative links with their State and local
counterparts since, for the most part, these links already
exist. For the same reasons, this should not be difficult
to accomplish and does not need formal legislation beyond
an indication of intention in the appropriate authorizing
legislation for various domestic. services.

Cooperative arrangements can be used to foster planning

activities, the delivery of services, and joint functions.
Examples of successful arrangements affecting all three can
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be found with relative ease. The Quad Cities metropolitan

area of Illinois and Iowa--a "hard case" because of its inter-
state character--has been studied quite thoroughly from this
perspective.37 Several studies are available regarding the
Lakewood plan in Los Angeles County where municipal contracting
for services from the county government has become a way of
life.38 City-county planning commissions have become important
devices in smaller metropolitan areas, although they are less
successful in larger ones where problems of scale and complex-
ity make them far less appropriate. It is important to note
“that such cooperative agreements do not require contiguity
among jurisdictions, simply a sharing of interest within the
same general region. The encouragement of such devices will
probably bring the most benefit for the least cost, political,
administrative, or constitutional.

"What stage of modernization
might qualify

Any efforts to use Federal funds to stimulate local gov-
ernment change should be quite circumscribed in two ways.
First of all, they should focus primarily on local action to
develop programs suitable for local needs rathéer than on
formulary arrangements applied across the board without con-
sideration for such needs. Second, they should require local
‘citizen approval in some systematic way, preferably by ref-
erendum if any serious structural or jurisdictional changes
are planned. Federal coercion in any case is a dubious prop-
- osition. Coercion without local citizen participation would
make a travesty of democratic institutions. Moreover, any
Federal efforts along these lines would have to be prepared
to abide by the decision of the local citizenry. In other
words, the most the Federal Government could legitimately
demand would be that local governments make an effort, but
the principles of democracy demand that their citizens be
given the last word.

Any proposals made should provide for reconciling
coercion and cooperation, singlemindedness and diversity,
the provision of services and the meeting of timetables,
administrative, and political realities, and constitutional
issues. Let me reiterate. Coercion as a general rule will
be counterproductive, both directly and indirectly. The
American federal system can be conceptualized as a kind of
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'poker game 1n which the pr1nc1pal players are the many Amer-
ican governments. Each government "pays its ante" to sit
 in oh the game in its own way--the States, because of their
' plenary powers under the Constltutlon, the various local

- governments by virtue of thelr ‘existence as local governments
with formal governmental and taxing powers, and the Federal
Government by virtue of its power of the purse. Thus the
Federal Government can deal itself into virtually any game
it cares to on the domestlc scene but it must also be willing
“to play by the rules of the game. Federal grants are means
by which the Federal Government’ acquires the right and power
to negotiate with its sister goverhments, at least partly
because of the negative coercion implied in its ability to
withhold funds that support desired activities, but this is
not a right that should be abused, not only for reasons of
constitutional delicacy, but also as a matter of good poli-
tics and good government. The basis of government in any
federal democracy must be to rely upon a minimum of coercion
and a maximum of consent. American history is replete with
examples of how this policy has proved to be a great source
of the country's strength. Nothing untoward should be done
to weaken it.

Another hallmark of the United States and the source of
its strength is the country's diversity. All of us, when we
embrace particular reforms, tend to become singleminded about
them. That has many advantages, but it also leads to the
necessity for America's political institutions to be used to
reconcile that singlemindedness with the very legitimate
maintenance of diversity in viewpoint and interest in the
country. When a major political institution embraces single-
mindedness, if it ever does, the country as a whole tends to
suffer. Nowhere is this more so than in the case of the di-
versity associated with local institutions.

A third pitfall in any attempt to coerce modernization
is that of forcing local governments into expending too great
a share of their resources (both energy and money) on meeting
externally determined timetables of change at the expense of
providing the services which the changes are ostensibly de-
signed to facilitate. Americans have been witness to this
happening again and again in connection with the programs of
the 1960s.
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It is not fashionable these days to raise guestions of
constitutionality. Nevertheless, in the wake of Watergate,
perhaps we are ready for a resurgence of concern with the .
constitutional issue, understanding better how constitutional
limits serve to protect freedom and are not simply annoyances
designed to prevent action. In light of that rediscovered
knowledge, a direct Fedéral effort to change local institu- .
tions is worthy of the closest possible scrutiny on consti-
tutional grounds. Now that the United States Supreme Court
has essentially abdicated its role in scrutinizing such mat-
ters, the task falls more heavily than ever before upon the
Congress of the United States.

] 1
i st
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NOTES

1. The literature of federalism documenting this has become
substantial in recent years. Among the most important works
dealing with these questions are William Anderson, The Nation
and the State: Rivals or Partners? (Minneapolis: University
of Minnesota Press, 1955); Daniel J. Elazar, The American
Partnership (Chicago: University of Chicago Press, 1962):

and Morton Grodzins, The American System: A New View of
Government in the United States (Chicago: Rand McNally, 1966).

2. Recent trends in American federalism are analyzed in
Daniel J. Elazar, Amexican Federalism: A View From the States
(New York: Thomas Y. Crowell, 1972), 2nd ed.:; Michael Reagan,
The New Federalism (New York: Oxford University Press, 1971):
and James Sundgquist, Making Federalism Work (Washington: The
Brookings Institution, 1969).

3. See, for example, "Hearings before the Sub-Committee on
Intergovernmental Relations" (Committee on Government Opera-
tions, United States Senate) printed under the title "The

New Federalism" (Washington: Government Printing Office, 1973).

4, The historical discussion draws heavily on The American
Partnership, op. cit.

5. Here, too, the literature is now quite substandard. See,
for example, Daniel P. Moynihan, Maximum Feasible Misunder-
standing (New York: Free Press, 1969); Sundquist, op. cit.;
and Andrew Kopkind, "Bureaucracy's Long Arm: Too Heady a
Start in Mississippi?" reprinted in Daniel J. Elazar, et al.,
Cooperation and Conflict: Readings in American Federalism
(Itasca, Ill.: Peacock Publishers, Inc., 1969), pp. 506-513.

6. The author examined this process in Illinois and adjacent
states early in the 1960s. His data are on file in the "Cities
of the Prairie" archives of the Center for the Study of Fed-
eralism, Temple University. See, for example, Martin Anderson,
The Federal Bulldozer (Cambridge: The MIT Press, 1964).

7. The medium-size civil community project of the Center for
the Study of Federalism has examined this phenomenon in some
fifteen metropolitan areas. See Daniel J. Elazar, Cities of
the Prairie (New York: Basic Books, 1970) and "Constitutional
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7. (Cont'd,) Change in a Highly-Depressed Civil Community"
in Journal of the Minnesota Academy of Science. For a more
general discussion of this phenomenon, see, for example,
Walter Bor, The Making of Cities (London: Leonard Hill,
1972). See also Alan Altshuler, The City Planning Process:
A Political Analysis (Ithaca, New York: Cornell University
Press, 1965) and Raymond E. Wolfinger, The Politics of Prog-
ress (Englewood Cliffs: Prentice-Hall, Inc., 1974).

8. See Moynihan, op. cit., and Sundquist, op. cit.
9. Grodzins, op. cit., discusses this in Chapter III.

10. See Louis Brownlow, A Passion for Politics (Chicago:
University of Chicago Press, 1955) and James Patterson, The
New Deal and the States (Princeton: Princeton University
Press, 1969), and Sylvia Snowiss, "Presidential Leadership:
An Analysis of Roosevelt's First Hundred Days" in PUBLIUS
(Vol. 1 no. 1), ép. 59-87.

11. Frances Perkins discusses this in The Roosevelt I Knew
(New York: The Viking Press, 1946). Rexford Tugwell was an
unwilling witness to this effect. See Rexford G. Tugwell &
Edward C. Banfield, "Grass Roots Democracy - Myth or Reality?"
in Public Administration Review (Vol. X no. 1, Winter, 1950),
pp. 48-50. The Anderson-Weidner series of studies of inter-
governmental relations in Minnesota provides a number of de-
tailed case studies of this.

12. The conventional model is well reflected in the reports
of the Advisory Commission on Intergovernmental Relations,
especially the earlier ones, and the Committee for Economic
Development. See for example, Modernizing Local Government,
a Statement on National Policy by the Research & Policy
Committee of the Committee for Economic Development (New York,
1966), and Advisory Commission on Intergovernmental Relations,
State Constitutional and Statutory Restrictions upon the
Structural, Functional, and Personal Powers of Local Govern-
ment (Washington, 1962),.

13. See, for example, Advisory Commission on Intergovernmen-
tal Relations, Alternatives and Approaches to Governmental
Reorganization in Metropolitan Areas (Washington, 1962), and

National Municipal League, Model City Charter (New York, 1964).
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1l4. See, for example, Thomas S. Hines, "The Paradox of
'Progressive Architecture': Urban Planning and Public
Building," American Quarterlvy, Vol. 25 no, 4 (Oct. 1973),
pp. 426-448.

15. See, for example, Committee for Economic Development,
Modernizing State Government (New York, 1967), and Advisory
Commission on Intergovernmental Relations, Fiscal Balance
in the American Federal System (Washington, 1967).

16. See Woodrow Wilson, Congressional Government (Boston:
Houghton, Mifflin and Co., 1885).

17. Max Weber is the great theorist of bureaucracy. See, for
example, "Bureaucracy" in From Max Weber: Essays in Sociol-
ogy, edited by H.H. Gerth and C. Wright Mills (New York:
Oxford University Press, 1946). For an example of Americans'
admiration for the Prussian system, see Woodrow Wilson, "The
Study of Administration," Political Science Quarterly, no. 2
(June, 1887), pp. 197-220.

18. See, for example, Isaac L. Auerbach, "Remodel the Pyramid
Before if Crumbles" in Innovation, (a now defunct publication),
(March,.’1972), pp. 22-29.

19. See Advisory Commission on Intergovernmental Relations
table based on staff analysis of 1967 Census of Government
data and 1960 population and socioeconomic data reprinted in
Daniel J. Elazar, Population Growth and the Federal System,
p. 41.

20. Elinor Ostrom, "Institutional Arrangements and the Mea-
sure of Policy Consequences: Applications to Evaluating Police
Performance," Urban Affairs Quarterly, Vol. 6 (June, 1971),

pp. 447-475; Elinor Ostrom, William Bauch, Richard Guarasci,
Roger Parks, and Gordon Whitaker, Community Organization and
the Provision of Police Services (Beverly Hills: Sage Pro-
fessional Papers in Administrative and Policy Studies, 1973).

21, See, for example, Alan Altshuler; community Control (New
York: Pegasus, 1970) and Leonard J. Fein, The Ecology of
the Public Schools (New York: Pegasus, 1971).
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22. The works of Vincent Ostrom are particularly important -
in this regard. See his The Intellectual Crisis of American
Public Administration (University, Ala.: University of
Alabama Press, 1973); "Operational Federalism: Organization
for the Provision for Public Services in the American Fed-
eral System," Public Choice, 6, (Spring, 1969); and "Can
Federalism Make a Difference" in The Federal Polity, a
special issue of PUBLIUS (Vol. III, no. 2 [1973]) edited by
Daniel J. Elazar. See, also, Martin Landau, "Federalism,
Redundancy, and System Reliability," in The Federal Polity.
A seminal work in this connection is Vincent Ostrom, Charles
Tiebout, and Robert Warren, "The Organization of Government
in Metropolitan Areas: A Theoretical Inquiry," American
Political Science Review, 55 (Dec., 1961), pp. 831-842.

23. See Hamilton, et al., The Federalist Papers (New York:
The New American Library, Ihc., 1961), and de Tocqueville,
Democracy in America (New York: Schocken Books, 1961). For
a full discussion of this point, see Vincent Ostrom, The
Political Theory of the Compound Republic (Blacksburg, Va.:
Public Choice, 1971), and Martin Diamond, "The Ends of
Federalism" in The Federal Polity, op. cit.

24, This writer suggests how this approach is part of the
very fabric of cooperative federalism in "The Shaping of
Intergovernmental Relations in the Twentieth Century" in
The Annals of the American Academy of Political and Social
Science, Vol. 359 (May, 1965), pp. 10-24.

25, For a realistic assessment of the character of American
politics in a suburban age see The Suburban Reshaping of
American Politics, a special edition of PUBLIUS, Vol. 5, no.
no, 1 (Winter 1975), edited by Earl M. Baker. See also,
Robert C. Wood, Suburbia, its People and Their Politics
(Boston: Houghton, Mifflin, 1959).

26. Geoxdge Romney was particularly fond of this argument

and made it frequently during his tenure as Secretary of
Housing and Urban Development. In the academic world many,
if not most, urban sociologists and economists have empha-
sized this thesis. See, for example, Philip M. Hauser and

L. F. Schnore, Study of Urbanization (New York: John Wiley

& Sons, 1965); W. A. Rosenbaum and Thomas A. Henderson,
"Explaining Comprehensive Governmental Consolidation: Toward
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26. (Cont'd.) a Preliminary Theory" in Journal of Politics,
vVol. 34 (February-May, 1972), pp. 429-457; and E. M. Sunley,
Jr., "Some Determinants of Government Expenditure Within
Metropolitan Areas" in American Journal of Economics and
Sociology, Vol. 30 (1971), pp. 345-364.

27. Vincent Ostrom, Charles Tiebout, and Robert Warren,
op. cit., and Scott Donaldson, The Suburban Myth (New York:
Columbia University Press, 1969) discuss this.

28. See, for example, Bennet Berger, Working-class Suburb:
A Study of Auto Workers in Suburbia (Berkeley: University

of California Press, 1971); Donaldson, op. cit., and Edward
C. Banfield and Morton Grodzins, Government and Housing in

Metropolitan Areas (New York: McGraw-Hill, 1958).

29. Joseph Zikmund II, "Suburban Voting in Presidential
Elections: 1948-1964" in The Midwest Jourhal of Political
Science, Vol. XII no. 2 (May, 1968) and "A Comparison of
Political Attitude and Activity Patterns in Central Cities
and Suburbs” in The Public Opinion Quarterly, Vol, 31

(Spring, 1967); see also Frederick Wirt, "Suburbs and Politics
in America" in The Suburban Reshaping of American Politics,

op. cit.

30. Joseph Zikmund II, "Sources of Suburban Population:
1955; 1960 and 1965; 1970" in The Suburban Reshaping of
American Politics, op. cit.

31. See, for example, Brian J. Berry's "daily urban systems"
classification in City Classification Handbook: Methods and
Applications (New York: Wiley-Interscience, 1972), pp. 17-19,
and U. S. Department of Commerce, Census Tracts (PHC[1]-159)
P-155 and 156 and (PHC[1]-189) P-145-147 (Washington: U. S.
Government Printing Office, 1972).

32. This writer discusses the reasons for this in "Areée We a
Nation of Cities" in The Publjic Interest, no. 4 (Summer,
1966), pp. 42-58,

33. For the arguments on behalf of consolidation in Nashville-
Davidson County, see Daniel J. Elazar, "Metro and the Voters"
in_Planning 1959 (American Society of Planning Officials,
1959). Since consolidation, there has been almost no effort
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33. (Cont'd.) to systematically study its results. One of
the few empirical studies is that of Bruce D. Rogers and C.
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1
AINTRODUCTION

The Government of the United States should play an
active, and frequently a leading role, in the governance of
our local communities. In the first place, national inter=-
ests, such as those now evolving with respect to the genera-
tion, distribution and conservation of energy, are affected
by State and local actions. National interests as enunci-
ated by congressional action in civil rights, housing and
community development, transportation, water quality, and
alr quality must all be executed in local communities.

The Constitution does not require the Federal Govern-
ment to refrain from participating in the governance of
local communities. It is generally conceded that it is
proper for national majorities to use the Federal Government
to achieve their goals and for minorities to increase their
base into a majority position. Furthermore, it is also
widely considered to be proper for minority interests to be
incorporated through political bargaining into packages of
national goals and programs,

Throughout our history as a nation, persons and groups
who are disappointed at one level of government have moved
to another level to get what they wanted or to keep what
they did not want from happening. Despite the late "New
Federalism, " there is no reason for this process to stop.
This characteristic process of American politics has not
been significantly redirected since 1968, Witness the enact- .
ment of the Clean Air Act of 1970, the 1972 amendments to
the Federal Water Pollution Control Act, the Noise Control
Act of 1972, the 1973 amendments to the Older Americans Act,
the Federal=Aid Highway Act of 1973, the Transit Aid Act of
1974, and the enactment of several special revenue sharing
acts with many more Federal strings than proposed by the
Administration. Despite the delay imposed by the House
Rules Committee last year, one must still say that there is
a steady movement towards the enactment of a Federal Land
Use Policy and Planning Assistance Act.

This brings us to the second reason why the Federal
Government should play an active role in the governance of
our local communities. Apart from what Elazar calls "the
great national interest in maintaining maximum local
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government," Congress has persisted in using States and
local governments to administer national legislation.
National interests, as enunciated by Congress, cannot be
realized if the Federal Government does not participate (I
do not say dominate) in their administration.

At the very least, there is a clear national interest
in seeing that State and local govermments and the Federal
Government are capable and responsive as agents of national
interests. To say this is not to agree that every attempt
to "modernize" local government is wise, politic, prudent,
or likely to be productive of declared aims. Many have not
been productive for various reasons, one of the most impor-
tant being the reluctance of the Federal Government to real-
ize that despite its largesse, it is still only one of three
partners in the American federal system. But this does not
negate the national interest in the capability and respon-
siveness of govermments at all levels.

The authors of all five papers in this symposium look
upon the metropolitan area, or aggregations of such areas,
as the critical local arena. Elazar presents two models of
governmental organization in metropolitan areas, one of
which he labels as "conventional" and the other as "new."
Both contain elements which are present in what I consider
to be the "real-world" of metropolitan governance. Both
models of metropolitan reform, however, contain prescrip-
tions which are either unattainable or undesirable.

The conventional model would lead to a single, unitary
metropolitan government in each metropolitan area.é Such a
metropolitan government is unlikely to be established and
at the same time is undesirable for the same reason: large
and even medium~-sized metropolitan areas are too complex--
politically, economically, and socially--to be subjected to
a single unitary government. City-county-~special district
consolidation is the only way such a metropolitan govern-
ment can be created and all experience tells us this will
not happen in multicounty, multimunicipal, and multispecial
district metropolitan areas.

Even if the local governments in the central county

were consolidated all we would get is the restructuring of
the government of one part of the metropolitan area. All
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the governments in each of the other metropolitan counties
would remain and have to be accommodated in regional actions.
And even if all local governments in all counties of the
metropolitan area were consolidated into a single govern-~
ment, the activities of State and Federal agencies operating
directly and indirectly within and upon the metropolitan
area would still result in the constraints inherent in
intergovernmental relations.

The undesirability of monolithic metropolitan govern-—
ment is emphasized in the prescriptions of Elazar's "new"
reform model.4 But the first time that the "new" reform
model has been put forward on a grand scale, in the report
of Governor Reagan's Task Force on Local Governmental:Re-
organization, the prescription is for an increasing multi-
tude of very small suburban municipalities and small -
suburban special districts. The only regional and sub-
regional governments allowed under the proposal would' be
special purpose agencies. All of these proposals are based
on the assumption that large operating organizations are
characterized by diseconomies of scale and by bureaucratic
unresponsiveness. Therefore, the State of California:
should encourage the creation of many small governments,
both municipalities and special districts. It is also
assumed that competition among them would allow individuals
and business organizations to "vote with their feet" by
settling in that jurisdiction whose revenue system and mix
of governmental services they prefer.

There are factual questions as to the freedom of choice
that various racial and socioeconomic groups can exercise.
Problems of equalization would be left entirely to the
State and Federal governments. Externalities, both geo-
graphical and functional, would be left to the informal
adjustments of a market place of organizations.

Fortunately, one can recognize the reality of many of
the descriptive elements in the model without having, as a
consequence, to agree with all of its prescriptions. Ele=-
ments in both the conventional and the "new" models of
reform can be blended into an Intergovernmental Model of
Metropolitan Governance.

93



APPENDIX IIT APPENDTIX III

The governance of large and complex metropolitan areas
is a mixture of actions by public and private individuals
and organizations. Within the public sector, it is a mix-
ture of Federal, State and local governmental actions.
Within the local governmental sector it is a mixture of
actions by a myriad of local agencies--large cities, small
cities, large and small counties, regional special purpose
agencies, subregional districts, and hundreds of small sub-
urban neighborhood governments call fire districts, sewer
districtsg, police districts, etc.

Formal and informal understandings and regularized
relations among "clients," influentials, and decisionmakers
operating in and upon a metropolitan region constitute the
system of metropolitan governance. However, the balance of
power and the webs of communication within this diplomatic
system. are never static. Changes in power and resources,
as well as the emergence of new objectives and concerns,
are constantly occurring.

Many of these changes and organizational reactions to -
them, being small and incremental, are handled through the
politics of accommodation. Nevertheless, decisions must
frequently be made which are not incremental (e.g., mainten-
ance of air quality through land use controls) but involve
major, high-risk public policies. The informal coordina-
tion which many people consider satisfactory for normal
incremental decisions will not suffice for major changes
involved in political and ideological controversy.

It is true that man, even when acting through an orga-
nization, is not capable of knowing everything and of plan-
ning everything. This does not mean that he cannot learn
more than he now knows nor that he cannot take more delib-
erate thought as to what he wants to accomplish and as how
best to accomplish it. It is also true that the behavior
of any organization affects interests outside the organiza-
tion and constrains the possibilities of autonomous action
by individuals and other organizations. Organizational
externalities or the interface between plans, policies,
programs and behaviors are a principal reason for conscious-
ly, through deliberately structuring or "re-forming" inter-
organizational relationships, identifying consistencies and
inconsistencies and moving toward strengthening the former
and attempting, where desirable, to reduce the latter.
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It is relatively easy to get a metropolitan system for
planning, decisionmaking and administration if a community
is satisfied to have important decisions made by functional
specialists with little or no relation to each other and
without a means of establishing priorities among them. This
can be done through the creation of special-purpose agen-
cies. Or it can be achieved through State and national
policies and the creation of State and national regulatory
agencies to administer such programs directly or through
dependent regional special purpose agencies.

This would mean, however, that cities and counties
would not be able to participate in formulating policies
which affect the people of their region. If a maximum of
local self-government is a national goal, it can be achieved
only through a structure of intergovernmental relations
operating simultaneously on the regional, State and national
levels. The creation of this structure should be recog-
nized as a national interest. '

"Modernization" of local government, therefore, is not
defined in this paper as consolidation of local governments,
nor as laissez-faire, nor as any one or all of the organiza-
tional or management changes proposed in the Humphrey-Reuss
Bill or in the publications of the Committee for Economic
Development. I assume that the Congress should attach con-
ditions to grants-in-aid and that it is appropriate to re-
quire certain actions on the part of recipients which are
designed to increase the responsiveness, efficiency, and
effectiveness of State and local governments. More specif-
ically, Congress should be concerned with State and local
capability to plan, to make and administer budgets, to
manage personnel, and to make decisions at the appropriate
level (whether that level be the individual jurisdiction or
the metropolitan region).

Such conditions are common in categorical grants, but
the standards prescribed have always been Federal standards.
The possibilities of substituting intergovernmental stan-
dards for Federal standards will be discussed below.
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RESPONSES TO SPECIFIC QUESTIONS

Scope and effectiveness of previous attempts by
the Federal Govevmment, through discretionary
actions, to influence local govermment conduct,
especially in metropolitan areas.

The Federal Government can influence the conduct of
local govermment officials, even to the point of changing
the internal structure and the external relationships of
local governments.

Local officials, of course, are individuals with all
of the commonalities and idiosyncracies of human beings.
However, their values, attitudes, opinions and orientation
are structured by culture® and by membership in organiza-
tiong-~both public and private.

The behavior of local officials is influenced by
changes in the world outside local government and by the
reaction of their peers to these changes. A large and in-
creasing number of local officials have become more recep-
tive to regionalism® during the past 15 years because many
influential groups in the society are articulate about the
regional implications of their interests and activities.
Federal and State officials have also been influenced by
the same forces and this has led to policies and actions
"which make regionalism more acceptable (or, at least, less
unacceptable) to local officials.

There are several significant examples of the success-
ful employment by the Federal Government of negative and
positive incentives and, in some instances, of Federal rule-
making which have resulted, intentionally, or not, in struc-
tural and other behavioral changes in local government.

The extension of the merit system, especially in counties
in the past 30 years is largely attributable, directly and
indirectly, to Federal requirements. The requirement of
the 1949 Housing Act that local governments must develop a
workable program of planning, supplemented by a program of
building code, housing code, and zoning regulation and en-
forcement as a condition for Federal assistance in public
housing, urban renewal and certain moderate income housing
is another example.
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The "workable program" regquirements have been criti-
cized as a sham resulting only in the development of a
bureaucracy dedicated to pretending that the local govern-
ment is in compliance (this too is a structural change).
They have also been criticized for providing an excuse to
local governments that do not wish to engage in housing for
low- or middle-~income families. The comments of the Na-
tional Commission on Urban Problems are relevant here as
well as later when we will consider Federal strategies for
influencing the behavior of local officials.”

While the workable program requirements them=
selves are important and urgently needed, they
are too often tied to programs that some cities
do not want instead of to programs which cities °
both need and urgently seek. As a consequence, -
some communities that wish to avoid housing the
poor deliberately fail to meet the workable pro-
gram requirements. This is especially true of
some suburban communities in major metropolitan
areas. Most large central cities, however, can-
not exercise this luxury, for the poor are al-
ready with them.

One way to meet this problem is to tie the work-
able program requirements to programs communities
want, rather than to programs they do not want.
If grants for public works, public facilities,
and highways were conditioned on the implementa-
tion of a workable program, this would be an
effective means of providing desirable code,
zoning and planning programs. Tying them to pub-
lic housing or to moderate income housing pro-
grams means only that some communities will
deliberately fail to enact a workable program in
order to shut out public housing and the poor.

Such criticisms are important beyond their reference to a
particular Federal policy or requirement in that they warn
us of the likely ineffectiveness of 11l conceived and ill
administered incentives.
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However, we inquire here whether Federal action can
influence the behavior of local officials. There is no
doubt that the workable program requirement, coupled with
701 planning assistance, has influenced many local govern-
ments to initiate and expand planning programs, staff, and
offices. Within 5 years of the enactment of the Housing
Act of 1954 over a thousand workable programs had been
certified by HHFA.

Charles Rhyne reported in 1960 that:

The consensus among the responding city attorneys
is that the Workable Program concept has contri-
buted substantially to the adoption, moderniza-
tion, and enforcement of municipal codes and
ordinances. Although it can be assumed that many
of the municipalities would have adopted or
.amended a housing code between the years 1954 and
1960, even if Congress had not adopted the Hous=
ing Act of 1954, it is significant to note that
ninety per cent of the cities having Workable Pro-
grams have adopted or amended their housing codes
since 1954, or are currently considering adopting
a code imposing minimum housing standards. The
conclusion can also be inferred that the Workable
Program concept has been a substantial influence
in the adoption and modernization of master plans,
building codes, electrical codes, plumbing codes,
subdivision regulations, zoning ordinances, and
other municipal regulations and ordinances.®

Undoubtedly, the "planning" in many of the programs was a
one~shot effort by planning consultants, but the Federal
requirement encouraged the creation and expansion of many
in-house planning operations. The '50s and '60s were years
of rapid expansion of interest in planning. It was also a
period of reexamination of the role of planning in govern-
ment and of the relationship of planners to politicians,
administrators, and the increasingly recognized multitude
of clients of planning. The activities and even the criti-
cisms of the workable program and the availability of even
limited 701 funds contributed to these developments.9
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Federal action alsc affected State governments and led
many of them to intervene in the reaction of local govern-
ments to Federal programs.

At least 13 States passed regional planning en-
abling acts in the three years following enact-
ment of the 1954 Housing Act, setting the stage
for a tremendous increase in the number of multi-
jurisdictional planning organizations. During
this period, the legislature of at least 9 of
these states enacted legislation requiring or
permitting the establishment of planning agen-
cies for entire urbanized areas, and usually
specifically empowering such agencies to apply
for and receive Federal grants. 10

By 1964 all but three rural States had enacted enabllng
legislation for regional planning.ll

Special mention should be made of the 1965 amendment
of section 701 to provide nonplanning financial assistance
to Councils of Governments (COGs). ".../T/he stimulus of
Section 701 (g)" and the requirement that applications for
financial assistance for basic water and sewer projects
(Section 702(c)) " were critical factors in launching the
COG movement. "12

An example of the influence of 701 (g) funds, with
which I am personally familiar: Immediately after amending
the Housing Act to make nonplanning funds available to COGs,
the Association of Bay Area Governments (ABAG) received a
small grant of approximately $15,000 to help finance a
review of its objectives and organization. As a result of
the work of its Special Committee on Goals and Organization,
ABAG had committed itself by 1967 to seeking legislative
status as a regional planning agency with mandatory member-
ship of all cities and counties, independent local financ-
ing, required conformity of certain city, county, special
district, and State actions to regional plans, and, in some
instances, the independent implementation of regional plans
by the regional agency. This resolution was a long move-
ment from the day only 6 years earlier when city and county
officials organized ABAG as a defensive move against
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threatened State action and swore never to accept Federal
funds for planning or any other purpose.

The movement started in 1966 with the encouragement and
financial assistance of the Federal Government has maintained
momentum, although the battle has not yet been won in the
State Legislature. By 1973 ABAG was supporting a bill which
would have created a Bay Area Regional Agency with half of
its members directly elected from districts!

A more spectacular example of Federal influence on the
behavior of local officials is the ubiquitous appearance and
persistence of COGs. Already on the eve of the first Bureau
of the Budget's Circular A-95, some 50 COGs were in opera-
tion and another 30 were being formed. In 1972 over 350
regional councils were listed in the directory of the National
Association of Regional Councils.

Most regional councils participating in the survey
were less than 6 years old. Forty-four vercent were
formed between 1966 and 1968, reflecting the in-
fluence of the "701" areawide planning incentives
and the Section 204 grant application review require-
ments. One-third of the regional councils were
established in 1969 or later, illustrating the
continued effects of earlier Federal legislation as
well as implementation of Title IV of the Inter=-
gover?gental Cooperation Act through OMB Circular
A-95,

Federal encouragement of multiple~interest regional
agencies may be a minor part of the Federal thrust toward
regionalization. The thrust toward the creation of areawide
special purpose agencies was even stronger. The number of
distinctive Federal programs with an areawide approach in-
creased from 5 in 1964 to 24 in 1972. Local response to
these Federal programs has resulted in the creation of over
400 substate regions which have either been funded or
designated.l4
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Feasibility and appropriateness of amending the
Revenue Sharing Aect to provide inducements to
local government modernization

Without a detailed analysis of many factors (some un-
known before the character of the new Congress and newly
elected officials in State and local governments can be
appraised), I shall not comment on the feasibility of
amending the Revenue Sharing Act.

There is certainly nothing improper about amending the
act. It would, of course, be inappropriate to refer to the
act as a General Revenue Sharing Act if it were amended to
convert it into a loose assemblage of special revenue sharing
programs, block grants, or categorical grants. However,
Federal financial assistance remains general revenue sharing
if there are no, or few, restrictions on the discretion of
the recipient goverwment as to the objects for which it may
be spent. 1In fact, the present act does not give local
governments full discretion. At least 18 separate restric-
tions--none of which appears to be a serious restriction, at
least on the larger units of government--have been identified
in the act itself, in other "legal constraints, regulations
issued pursuant to the law, the force of implied or expectant
behavior, and areas of uncertainty regarding the law."1l3

In any event, general revenue sharing is not in practice
a purely unconditional grant. In theory general revenue
sharing is not more desirable than categorical grants just
because it is unconditional. General revenue sharing differs
from other types of Federal financial assistance in the re-
lative paucity of Federal controls over the purposes for which
the funds can be spent. The essence of general revenue
sharing thewn is that the recipient governments be able to
determine themselves the purposes for which the funds are to
be spent.

However, it is even more important that the Federal
Government, when it makes grants unconditional in this sense,
ascertain that the recipients are capable of planning,
budgeting, and personnel management and that they are partic-
ipants in an areawide decisionmaking process.l6
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Is there need to improve the responsiveness of local
decision making and the managerial capacity of local govern-
ments? Almost every witness before the Senate and House
Subcommittees on Intergovernmental Relations from 1967 to
date, the Subcommittee on Fiscal Policy of the Joint Economic
Committee in 1967, and before the House Committee on Ways
and Means and the Senate Committee on Finance in 1972 either
admitted or declared the existence of such a need. Such
witnesses included supporters of the State and Local Fiscal
Assigtance Act as well as opponents of the act.l7 By 1972
some earlier supporters of general revenue sharing who
wanted to accompany shared revenues with requirements that
State and local recipients shape up and "modernize" were
willing to accept the assurances of Walter Heller and Joseph
Pechman as well as Federal, State and local officials that
not all wisdom resides in Washington and that unconditional
financial assistance would result in better State and local
government .18

Joseph Pechman, admitting that managerial capacity of
State and local governments was a problem, was willing in
1967 to see a condition attached to general revenue sharing
requiring "considerably much more planning on the part of
States and local governments to achieve national objectives
than they have done in the past."l9 However, no such condi-
tions were attached to the 1972 act.

As I have said, it would not be improper to amend the
act to require State and local governments to meet specified
performance standards. It would be inappropriate, however,
because the same objective could be more appropriately
secured through separate legislation applicable to all
Federal fiscal assistance (including general révenue sharing
funds) .

Nevertheless, two amendments should be made to the act
which would enable State and local governments to improve
their decisionmaking and managerial capacities. (1) Either
a lump sum or a percentage of entitlement should be required
to be used to develop or improve the capability of the chief
executive and the governing body to develop policies, and to
coordinate and evaluate programs. The result might be, espe-
cially when associated with my other recommendations in the
next section, development of institutions and processes
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similar to those which seem so promising in the most success-
ful chief executive review and comment cities,

(2) Multiple-purpose COGs or their functional equiva-
lents should be made eligible for general revenue sharing
funds. If the multiple~purpose regional planning agency is
established directly by State legislation it should be rec-
cnized as eligible for general revenue sharing funds. If it
is organized by local action through a joint powers agreement
it could still be recognized as a governmental unit created
under statutory authority. Certainly ABAG is closer, both
in functions and in composition, to being a general-purpose
local government than is either an Illinois or Indiana
township.

Congress should consider making all regional planning
agencies recognized by OMB ag A~95 clearinghouses as eligible
for general revenue sharing funds. For 7 years A-95
clearinghouses have functioned as agencies of the Federal
government to review and comment on applications for financial
assistance, without any Federal contribution to offset the
costs of review and comment.

Ted Kolderie urges in his paper for this symposium that
the Federal Government encourage the creation of appropriate
regional agencies through bonuses to those States taking the
necessary legislative action.20 There is no reason why
Congress could not provide incentives to State legislatures
to create multiple-purpose regional agencies and at the same
time recognize A-95 clearinghouses as eligible for a modest
share of general revenue sharing funds.

My other recommendations for Federal encouragement of
State and local governments to increase their capability and
responsiveness are associated with other instruments of
Federal policy and will, therefore, be discussed in the next
section of the paper.

103



o
e . R TS

APPENDIX III APPENDIX III

The specific form which such inducements should
take, or 1f infeasible or inappropriate, alter-
natives available to the Federal Government and

to the States to agsist in the modernization of
local government.

My recommendations are based on the assumptions about
the American Federal system and the role of the national
government in the governance of States and localities which
were discussed in the introduction of this paper. In the
governance of metropolitan regions all three levels of govern-
ment are and will continue to be significant legitimate
actors. 'The constantly shifting play between national, State,
regional and local interest is an essential element of
regional complexity and vitality. A particular State or
region may wish to restructure local government within metro-
politan regions, and in some instances succeed. But neither
city-county consolidation nor the consolidation of special
purpose agencies into a general metropolitan government would
change the essential character of intergovernmental relation-
ships that constitute the governance of our large metropoli-
tan regions.

We are seeking, therefore, to improve a system of
metropolitan governance rather than to establish a metro-
politan government.

I also assume that the system of Federal financial
.assistance to State and local governments will be a mixture
of general revenue sharing, special revenue sharing and
other forms of block grants, and of categorical grants,.2l
Withess after witness before congressional committees who
have asserted that general revenue sharing should supplement,
not replace, categorical grants must have engaged in more
than the rhetoric necessary to secure enactment of general
revenue sharing.

This means that no one type of financial assistance need
carry the full burden of improving the performance of State
and local governments. It means that the desirability of
keeping as few constraints as possible on general revenue
sharing need not be compromised in order to attain national
objectives, including the improvement of the performance of
State and local governments.
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A three-component system of national financial assist-
ance also means that the interface among the components is
of crucial importance. When the system settles down again
for a while, one might expect a difference among the compo=-
nents in the timing of formal changes. Categorical grants
will be added as the need is perceived; from time to time,
but not annually, some categorical grants will be incorpo-
rated into block or special revenue sharing grants; a full
fledged evaluation and review of general revenue sharing
will occur even less frequently.

The linkages among the three components and the conse-
quences for other objectives and programs of each new or re-~
vised categorical and block grant need to be analyzed both
before and after legislative action.

As Marshall Kaplan has recently written:

Very few individuals, either in Congress or outside,
seem to be considering the relevance of each of these
"categories" of aid to one another. As a result,
opportunities to orchestrate the system will most as-
suredly be lost., Come 1980, we will still be search-
ing for an effective federal strategy to meet national
commitments and urban problems. Why not consider for
a minute the possibility that the advent of revenue
sharing provides the missing link in the arsenal of
federal tools directed at improving the quality of
federal 1life? That is, availability of revenue
sharing, reasonably free of performance criteria,
should make it possible for congressmen to argue that
they have responded and local officials to actually
respond to varied and legitimate constituent needs
heretofore not recognized in federal statute. Such
"free" money, in effect, should make it easier for
these same officials to allocate other federal funds
to priorities reflecting national commitments as well
as local need; particularly needs related to the poor.
To put it bluntly, revenue sharing should permit
cities to provide vigible and perhdps legitimate re-
wards to the majority population. This fact should,
in time, permit more ready expenditure of other
federal aids on still pressing needs related to re-
duction of blight, and elimination of poverty.Z22
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Some analyses of course are being made by the executive
branch, congressional committees, and the Advisory Commission
on Intergovernmental Relations (ACIR). Such analyses, how-
ever, would be much sharper and useful if they were fed into
a continuing 5-year congressional review of each type of
assistance, and of each block and categorical grant.23
Congress should also request from ACIR an Intergovernmental
Impact Statement before final action on any proposal to add,
subtract or modify a grant-in-aid.

Therefore, based on these assumptions about the nature
and operation of the American Federal system and of metro-
politan governance within that system, I suggest the following
congressional actions:

(1) Congress should enact legislation to establish and
fund procedures for developing intergovernmental performance
gstandards for planning, budgeting, personnel, and regional
decisionmaking in place of the innumerable and sometimes con-
flicting requirements in existing Federal legislation and
administrative documents., The standardized and simplified
accounting and personnel requirements represent substantial
movement toward this goal. However, the Intergovernmental
Personnel Act is misnamed. Although it does apply to certain
relationships between levels of government and therefore can
be called "intergovernmental," the standards which it pro-
duces through the U.S. Civil Service Commission are Federal
standards, not intergovernmental standards.

One of the most effective inducements to State and local
governments to "modernize" would be to involve them responsi-
bly in developing and enforcing performance standards for
planning, budgeting, personnel administration, and regional
coordination and decisionmaking. Standards thus produced
would not be in fact Federal standards but intergovernmental
standards. Such standards could no longer be looked upon as
something imposed from the outside but as a product in the
creation of which all levels of government had participated.

State and local participation in intergovernmental
policy formulation cannot be left solely to State and national
organizations of State and local officials. 'They have a
major role to play and both they and the Federal Government
have developed that role significantly in the past few years.24

106



APPENDIX III APPENDIX TIII

However, many more State and local officials must be in-
volved and at a level closer to the base of their operations
and accountability. This process would be manageable if it
were built around the 10 Federal Regional Councils.

For instance, the Western Regional Council (San Fran-
cisco) is preparing to undertake the intergovernmental ex-
amination of Federal planning requirements and of State
planning requirements in Federal programs to:

(1) ascertain if there are enough common elements to
form the basis of a general and common planning
requirement;

(2) investigate the posgibility of developing inter-
governmental planning performance standards as the
basis for Federal certification of State, and
local planning agencies; and

(3) examine the piggy-backing upon such common planning
requirements of necessary additional functional
planning requirements.

Once performance standards were promulgated, a wide
variety of formats could be allowed, or even encouraged. A
good example of a performance standard in place of specific
requirements would be a requirement that all plans or poli-
cies demonstrate that the plan or policy statement identifies
major groups that would be affected positively or negatively,
specifies the nature and extent of the effect, and how such
groups were involved in the planning or decision process.
Such a requirement might more effectively involve interested
and affected groups than the many different requirements now
found in Federal agency guidelines,25

The Western Federal Regional Council is also considering
the intergovernmental development of a strategy for imple~-
menting Part IV of the recently revised OMB Circular No.
A-95. Part IV requires each Federal agency with programs
subject to A-95 comment and review
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to develop procedures and requirements for areawide
planning and development assistance under appropri-
ate programs to assure the fullest consistency and
coordination with related planning and development
being carried on by the areawide clearinghouse...

Reference is made in A=95 to agreements between area-
wide planning agencies and other governmental entities
involving coordinated organizational and procedural ar-
rangements, cooperative arrangements for sharing planning
resources, and arrangements to use common base data, sta-
tistics, and projections. Important as agreements on these
matters may be, they do not go to the heart of substantive
issues of metropolitan governance. How will conflicts
among general governments and regional special-purpose
agencies (directly backed by Federal special-purpose pro-
gram agencies or indirectly through counterpart State
agencies) be shaped, placed on the regional agenda,
analyzed, discussed, negotiated, and resolved?

ABAG experience has demonstrated the frailty of paper
agreements with special-purpose regional agencies.

It is possible for the Federal Regional Council to ex~
pand the Department of Transportation's Intermodal Planning
Group into an Intergovernmental Planning Group. Such a
group, with representatives from all levels of government,
including peers of the levels immediately involved, could in
effect negotiate a combined joint, areawide interfunctional
work program and an annual arrangement.

In order to comply with the spirit of Part IV of A-95,
the Overall Program Design and the Unified Planning Work
Program should be converted into a comprehensive program
design covering all regionally significant agencies. This
would compel special-purpose agencies to collaborate with
the areawide planning agency, with the State, and with each
other, to identify the interface among regional programs and
to pursue the identification of means of effective coordina=-
tion. ‘

An important function of the proposed Intergovernmental
Planning Group would be to stage the movement, incrementally
but steadily, from last year's accomplishments to next year's
goals. At the least, areawide planning agencies can be held
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accountable with respect to the following elements in the
A-95 definition of comprehensive arecawide planning (Part I,
7¢,d,e):

C. Programming of capital improvements and other
major expenditures, based on a determination of
relative urgency, together with definitive plans
for such expenditures in the earlier years of the
program.

d. Coordination of all related plans and activities
of the State and local governments and agencies
concerned.

e. Preparation of regulatory and administrative
measures in support of the foregoing.

These elements have been part of the statutory defini-
tion of comprehensive planning since the enactment of the
Demonstration Cities and Metropolitan Development Act of
1966. However, within the range of my observations of COGs,
they have not been enforceable Federal requirements.

Most of my illustrative material deals with Federal
planning reguirements, but the same procedure should be used
in developing intergovernmental performance standards for
aspects of State and local governments where organizational,
budgetary, personnel requirements, etc., are considered by
Congress to be in the national interest. 1In each instance

‘intergovernmental rather than Federal standards should be
sought and promulgated; requirements should wherever possible
be performance standards instead of specific details; constant
input should be obtained from State and local officials
operating through consultation with the 10 Federal Regional
Councils to supplement the input at the national level from
the public interest groups; and there should be intergovern=-
mental certification of compliance by State and local
governments.

In view of the importance of an intergovernmental
approach to improving the quality and capability of State
and local governments, a Regional Advisory Commission on
Intergovernmental Relations (RACIR) should be established in
each of the 10 Federal regions. The RACIRs could make
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inquiries and recommendations on their own initiative but,
perhaps more important, they could be tied into the conduct
of major ACIR projects. The mere exercise of review and
comment on ACIR reports and recommendations would be an im-
portant asset to ACIR and would lead to the use of RACIRs,
after completion of projects, to encourage implementation of
ACIR recommendations.

RACIRes should be constituted in a manner parallel to
ACIR, with Federal representation coming from the Federal
Regional Council and congressional representation from the
Federal Region's congressional delegation. Among other
things, this might ease the concern of Congressmen and
Senators that Federal regionalization will isolate them from
the action.26

The State and Local Fiscal Assistance Act of 1972 should
be amended to make areawide planning agencies eligible to
receive general revenue sharing funds. The formula for cal-
culating the entitlement would, of course, have to be changed
to meet the needs of such areawide agencies.

The act should also be amended to require recipient
governments to budget a specified percentage of their enti-
tlements for program evaluation and the improvement of
decision making and management. Such a requirement would,
of course, be much more palatable if accompanied by an in-
crease in general revenue sharing funds to cover the costs.

AMENDING THE REVENUE SHARING ACT TO ENCOURAGE
LOCAL GOVERNMENT MODERNIZATION: WHAT FORMS
MIGHT ENCOURAGEMENT TAKE

I have already committed myself to the position that
the Federal Government should encourage changes in the pro=
cesses and in some instances the structure of local, regional,
State, and Federal agencies to increase capability and re-
sponsiveness., At the same time, general revenue sharing
should not be used as the principal vehicle for this purpose,
Special revenue sharing, block grants, and categorical
grants should be used, and conscious efforts should be made
by legislative and executive branches to relate them to each
other at all levels--Federal, State, regional, and local.
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Principal reliance, however, should be placed upon a
series of "intergovernmental" statutes consolidating and re-
writing the many existent Federal planning, personnel, fiscal,
etc., requirements. The task of consolidation and rewriting
should be made truly intergovernmental so that there is wide-
spread governmental and nongovernmental participation. The
end product sought would be the replacement by Act of Congress
of Federal standards by intergovernmental standards and the
creation of an ongoing process of intergovernmental evaluation
and creativity.

Therefore, the specific forms which Federal encourage-
ment of local government "modernization" might take will not
be tied to the amendment of the Revenue Sharing Act. Instead,
we shall briefly suggest the role of particular inducements
as elements of an intergovernmental strategy to plan changes
where desirable and to make the changes agreed upon.

Bonuses

To many people, participation is a bonus valued as highly
as more material rewards. However, for participation to be
valued over time it must be considered by the participant to
be worthwhile--at least the value of regional participation
must outweigh the values of localism and nonparticipation.
There are some reasons to fear that COGs and other regional
planning agencies have been brought into existence by Federal
action and led through Federal requirements (A-95) and support
(701 funds) to a plateau and left there to spend their time
in paper planning and pro forma comment and review. They
were brought to tg%s organizational level by a policy of "sus~
tain and strain." For several years now they have been
sustained at a maintenance level, but no higher, with little
strain, while the important pieces of intergovernmental pol-
icies and programs have been given to special purpose regional
agencies. This has been well documented by Mogulof and
ACIR.

Participation in areawide organizations, especially
multiple-purpose areawide planning agencies, has changed the
orientation from localism to regionalism of most participants
who have been surveyed. 1In surveys of city and county offi-
cials in the Bay Area and in the Los Angeles region there are
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clear differenges between regional participants and non-
participants.“” This is one reason I have emphasized the
enlargement of opportunities for State and local officials

to participate in the formulation as well as the execution of
intergovernmental policies and programs.

The increase of the Federal share of funds for model
cities with approved planning (up to 80 percent of projects'
costs) is a type of bonus that could be given as a reward for
desired behavior. 8o is the 90 percent Federal share in
Interstate Highway projects—-a bonus for State shifting of
priorities. Even with this bonus, however, interstate con-
struction in many cities has been turned down or indefinitely
postponed in response to local protests.

The Federal bonus of an extra 10 percent grant for HUD
water and sewer projects to cities with a certificate from the
areawide planning agency that they are in compliance with
regional water and sewer plans was easily secured, at least in
the Bay Area. This bonus is an example of a fairly generous
award for which nothing really significant is demanded in
exchange.

Since section 205 of the Demonstration Cities and Metro-
politan Development Act of 1966 was never funded, we will
never know whether a discretionary bonus which could have
increased the Federal share of the costs of certain projects
up to 80 percent used in tandem with the regional review and
comment on certain applications for Federal assistance (Sec.
204), would have increased local compliance with regional
plans. If awarded as the 10 percent bonus for water and
sewer grants, the positive effect would have been minimal.
On the other hand, if awarded for genuine behavioral changes
it could have been a powerful reinforcement of the positive
effects of mandatory regional planning.

Penalties for failure to modernize

through reform or cooperative action

The utility of requirements which must be met as a con-
dition for receiving Federal assistance is illustrated by
reaction of organizations, mostly cities and counties, to
the Demonstration Cities and Metropolitan Development Act of
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1966, and the Intergovernmental Cooperation Act of 1967.

The penalty for failure to create an areawide planning agency
would presumably have been no Federal grants to local govern-
ments of the area. Of the local governments responding to a
1972 ACIR questionnaire, 73 percent of the cities and 78 per-
cent of the counties believed that their regional council was
formed in order to comply with Federal grant-in-aid require-
ments. Approximately 30 percent believed that it was formed
in order to comply with areawide review requirements under
section 204 and circular A=-95.

However, over 57 percent of the cities and 68 percent of
the counties reported that they had joined the regional coun-
cil because membership was necessary to obtain Federal
funds.30 If Mogulof is correct, however, in his ch?racteri—
zation of regional councils as insurance policies,3 local
officials may have recognized that a regional council com-
posed of local officials would never act to injure the
interests of a member government.

In any event, the principal reason given for forming a
regional council was to "initiate cooperative approaches to
solving general regional problems" (84 percent). Respondents
reported that they joined the regional council because they
thought it would "contribute significantly to the solution of
arcawlde problems" (cities 69 percent, counties 71 percent).

Federal agencies are not required to accept the recom-
mendations of ABAG or any other areawide planning agency. 1In
fact, no one knows how Federal agencies making grants use
regional comments or whether, in fact, they are at all influ-
ential. It would not be surprising to find that different
Federal agencies, or different segments of any given Federal
agency, differ in their use of regional comments. But no one
in the San Francisco Bay Area knows or is sure that anyone in
the Federal Government knows.

Uncertainty about what happens to the review document af-
ter it leaves the COG, accompanied by a suspicion that most of
the time applications are only checked to see if the comment
is present, affects the behavior of the COG staff in preparing
the review and the policy body in considering staff recommen-
dations. There is no premium on considering an application
as more than an isolated project.

113



APPENDIX IIT APPENDIX III

It is difficult to imagine that review documents as now
prepared are useful to the granting agency in distinguishing
between projects or between applicants as claimants for
limited funds designed to achieve specified objectives. How-
ever, there is no feedback from Federal agencies and no re-
wards or deprivations for useful or perfunctory regional
reviews.

Part of the difficulty with regional review and comment
is that most applications are for support of particular pro-
jects initiated by local governments, not by ABAG. When
viewed separately, they are not inconsistent with regional
plans. On the other hand, no one should expect a voluntary
association of local governments to take the initiative in
blackballing a mempber government's application for Federal
funds. But the behavior of an areawide planning organiza-
tion would change if there were qualitative standards for
regional review and if no applications were granted until
those standards were met. At the least a Federal granting
agency could require that the consistency or inconsistency
between the application and the regional plan be spelled out
in detail with references by chapter and verse to both appli-
cation and plan.32

The content of a review and comment will necessarily be
skimpy as long as there is no regional plan. Even the first
accepted version of a regional plan may well be judgmental
and rhetorical--ambiguous in order to secure acceptance and
also for lack of experience and feedback among regional
planners and policy makers. There is, for example, a marked
increase in detailed comparison between applications and
plans in ABAG comments now that Phase II of the regional
water, sewerage, and drainage element of the Regional Plan
has been completed and adopted. As other elements are refined
one would expect the usefulness of review and comment to
increase across the board. '

Review and comment is also viewed by ABAG staff and
members of the Regional Planning and Executive Committees
as the major means of implementing regional plans and poli-
cies. They admit, however, that it is a weak instrument.

We have seen in discussing regional open space planning by
ABAG that major reliance is placed upon the hope that the
Federal and State governments will make extensive funds
available for the purchase of open space lands. Even the
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limited Federal funds now available are expended on a project-
by-project basis. Most requests, and therefore most grants,
are for relatively small amounts to finance the acquisition
and/or development of small acreages. Many are for proposed
neighborhood parks--worthy enterprises to meet undoubted
needs--but not even through aggregation can they be consi-
dered as regional open space.

Mogulof, after observing ABAG and other COGs, has recom-
mended a Federal strategy of "sustain and strain." Among
other specific recommendations, he urges that the review
process be improved at both the Federal and regional levels
and that COGs be required to set regional priorities and
relate review of project applications to regional policy.33

Alameda County Supervisor Joseph P. Bort--Chairman of
ABAG's Regional Home Rule Committee, Chairman of the Metro- «
politan Transportation Commission, and a member ot the board |
of the Bay Area Air Pollution Control District--has testified
before a congressional committee that steps should be taken
to prevent regional review and comment from leveling "off
into a pro forma ritual among local, regional and federal
officials." His first recommendation to prevent this is the
enactment of State legislation to establish a limited,
multipurpose regional agency with authority to plan and to
require cities, counties, and special-purpose agencies to 5
conform to the plan.34

He also urged that review and comment should be ex-
tended to cover applications for State financial assistance
and that it be applied to State plans affecting metropolitan
areas.

More specifically, I believe that there should
be a State review and comment process [similar
but more extensive than the OMB A-95 process.]
It should operate on a two-way street with
State review and comment on local and regional
plans and regional review and comment on State
plans and projects. It should not be confined,
therefore, to review and comment on applica-
tions for financial assisfange. In fact, the
structure of such an intergovernmental review
and comment process was beautifully laid out
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in Assemblyman Knox's 1967 regional government
bill (AB 711) but there 1t would only have
applied to highways. All state agencies and
all local and regional agencies should be sub-
ject to mutual review and comment on all
plans, regulations, capital improvement pro-
grams, and applications for financial assist-
‘ance, if they have regional or Statewide
impact.35

However, it has not yet been possible to secure State
action to "sustain and strain" multiple-purpose regional
plamming and action. Supervisor Bort therefore recommended
seven specific steps that the Federal Government should take
to keep A-95 from becoming perfunctory and useless.

(1)

(2)

(3)

(4)

(5)

(6)

Sufficient funds should be appropriated
to enable a comprehensive regional plan
to be completed within a reasonable
time.

Congress should enact an Intergovernmental
Planning Act to replace the scores of
planning requirements in the many cate-
gorical grant programs.

The Intergovernmental Planning Act should
provide for multiyear funding.

Regional COGs should be required to set
priorities for projects of areawide
significance.

An evaluation should be made of the use-
fulness to Federal agencies of the A-95
review and comment by regional planning
agencies of applications for Federal
assistance.

The impact on other aspects of community
life of the implementation of particular
functional plans should be studied and
the results reported to planners and
decisionmakers.
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(7) All Federal, State, and regional programs
should have an independent scheme of evalua-
tion worked into the program design.36

At the same congressional committee hearing Assemblyman Knox
urged the subcommittee:

acting through the Congress, to direct both the
Office of Management and Budget and The Depart-
ment of Housing and Urban Development to
establish a policy and put it into immediate
operation...which insures that individual
grants will be used to implement the regional
plans which the Federal Government has
previously insisted upon and, in large part,
funded .37

Assemblyman Knox's objectives, when associated with the
recommendation of Supervisor Bort, are desirable directions
of Federal policy. In fact, if COGs ever move from the
present plateau of development to which they have been
brought by A-95 a renewed tactic of "support and strain"
along these lines is necessary.

One difficulty with the use of penalties to influence
the behavior of local officials is that most of them believe
that the threat to withdraw or withhold funds is a bluff.

Powerful political forces can (and have) intervened to
protect the noncomplying government from the sanction.
Moreover, most Federal granting agencies are eager to spend
money to achieve their functional goals and would not look
kindly on withholding funds in the name of regional coopera-
tion or modernization of local government.

Entitlement increases

Variable increases in entitlements for good performance
are a form of bonus. However, they might be considered as
Federal payment of the increased costs of local government
reorganization. In this sense, they would act as a "hold
harmless" provision. '

One approach would be to increase all entitlements across
the board and require the increase to be used to support the
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development and maintenance of a management and program evalua-
tion unit. The State entitlement could also be increased

enough to fund State activities to support and encourage local
government modernization.

The 1 1/2 percent research and planning funds in the
Federal highway grants can be taken as a model.

Magnitude of financial inducement required
to produce modernization

I have not calculated the amount of money that would
have to be appropriated in order to change the behavior of
local officials. Any token sum, not unknown among Federal
appropriations for such purposes, would be self-defeating.
An indication of the magnitudes involved can be suggested
by the expenditure of approximately $113 million dollars
by California municipalities in 1972-73 for planning and
personnel administration by central executives (Managers,
Chief Administrators, Controllers, and Departments of
Finance). This constituted only 2.7 percent of total muni-
cipal expenditures of over $3 billion. It would seem that
present expenditures would need to be doubled to support the
kind of activities recommended in this paper.

One-time vs. continuing inducements

Changes in the behavior of local officials and the
regularization or institutionalization of these changes
which are implied by "modernization" are not equivalent to
the building of a schoolhouse or the construction of a sew-
age treatment plant. There are constraints upon change em-
bedded in constitutions, charters, and statutes.38 Their
repeal or modification cannot easily, if at all, be pur-
chased. Established and institutionalized relationships are
many and complex.

Only continuing inducements, tied to a strategy of ever
increasing incremental change, are likely to succeed. More-
over, continuing aid, unless tied to such a strategy, cannot
be considered as continuing inducements. The significance of
a strategy of ever increasing incremental change ("strain
and sustain") was highlighted in the previous discussion of
regional review and comment.
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Handling of retrogressive actions once a
unit or units have qualified by modernizing

The difficulties of penalizing a unit of government by
withholding funds is well known. If the inducements (condi-
tions) are tied into general revenue sharing these difficul-
ties will be almost insuperable. Under some form of "annual
arrangements" negotiated by the Federal Regiocnal Council as-
sisted by an intergovernmental evaluation team (see above)
it would certainly be possible to withhold "modernization"
funds. It would also be easier for Congress to penalize
retrogressive governments through special revenue and cate-
gorical grant programs through negotiated annual arrange-
ments.

Policies with respect to a unit or units which took
otherwise qualifying action prior to amendment

There are few governmental units in which there would
not be some felt need to modernize once there was a Federal
program of inducements. Again such requests for assistance
could be negotiated by an intergovernmental evaluation team
under the auspices of the Federal Regional Council.

- Governmental units already qualified should not be
penalized for self-initiative. They should be given a bonus
along with all other local governments reaching certain
levels of excellence.

CONCLUSTIONS

The most important contribution that the Federal Govern-
ment can make to the "modernization" of State and local
governments is (1) to recognize its responsibility as a
partner in the governance of metropolitan America, (2) to
take the leadership in creating a process, and the con-
comitant structures, to evaluate intergovernmental policies
and programs and to develop intergovernmental standards of
capability and responsiveness, and (3) to lead, where nec-
essary, in the mobilization of a supportive clientele for
intergovernmental collaboration.

Both conflict and cooperation are essential elements of
intergovernmental collaboration.39 This means that public
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officials at all levels, but especially in the Federal Govern-
ment, will have to develop the patience and skill to analyze
policies and negotiate bargains. Under such a system Federal
officials would (to belabor with a little purple language an

old tale as an analogy) not be able to sit any longer in the
shade of a tree during the noonday sun and throw pepper in the
suspect's eyes (i.e., to draft legislation with Federal require-
ments and issue even more detailed regulations and guide-~

lines to implement them), but will have to engage in the tough
and dangerous task of investigating the suspect in his own
neighborhood protected by friends and accomplices (i.e., en-  _
' gage themselves in the seemingly interminable talk and counter~-
talk of intergovernmental conflict, cooperation, and bargain-
ing).

Certainly, as Elazar says in his paper,40

the American situation has...necessitated a
high degree of self-restraint on the part
of the various partners within the govern-
mental system in order to preserve the
spirit of the constitutional division of
powers as well as the form.

But to suggest that the Federal Government should exercise
restraint to the point of abnegation of responsibility for
national interests is to invite the very imbalance that he
seems to fear. A federally balanced polity can only come
from a situation in which, in Elazar's words, the Federal
Government seeks "to work with the states and localities by
properly mixing sanctions and consensus building."41
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121



APPENDIX IIT APPENDIX III

10

11

12

13

14

15

16

17

planning for human welfare, and had helped
to evolve new legislative and administra-
tive tools for reducing the physical de-
terioration and human misery in urban
centers."” Mel Scott, American City Planning
Since 1890, (University of California Press,
Berkeley and Los Angeles, 1969), p. 521.

Advisory Commission on Intergovernmental Relations, Sub-
state Regionalism and the Federal System, (1973), Vol.
I, p. 57.)

Ibid., pp. 57, 70.

Ibid., p. 71.

;hig., p. 79.

Ibid., Table IV-4, pp. 176-177.

Robert W. Rafuse, Jr., (ed.), Proceedings of the Conference

on Revenue Sharing Research (National Planning Association,
1974), pp. 26=27.

See my testimony before the U.S. Senate Committee on
Government Operations, Subcommittee on Intergovernmental
Relations, Hearings: Intergovernmental Personnel Act of
1967 and Intergovernmental Manpower Act of 1968, April

27, 1967, p. 146. Also, U.S. Congress, Joint Economic
Committee, Subcommittee on Urban Affairs, Hearings: Re-  °
gional Planning Issues, Part I, October 13, 1970, p. 44.

The most foreceful and reasoned case against unconditional
revenue sharing has been made by Lyle C. Fitch, President,
Institute of Public Administration. See U.S. Congress,
Joint Economic Committee, Subcommittee on Fiscal Policy,
Hearings: Revenue Sharing and Its Alternatives: wWhat
Future for Fiscal Federalism?, August 3, 1967, pp. 165-
167; "Reflections on the Case for the Heller Plan," in
John P. Crecine (ed.), Financing the Metropolis (1970),
pp. 163=174; "Alternatives to Revenue Sharing," in
Problems and Response in the Federalism Crisis, (John

C. Lincoln Institute/National Academy of Public Adminis-
tration, 1971), pp. 57-89. See also Lawrence Susskind,

122



APPENDIX IIT APPENDTX IIT

18

19

20

21

22

23

"Revenue Sharing arn¢ the Lessons of the New Federalism,"
Urban Law Annual, Vol. 8 (1974), pp. 33-71 and Donald W.
Lief, "Pork Barrel Thinking Hurts Discussion, " Revenue
Sharing Clearinghouse (September—-October, 1974), pp.
5~6.

U.S. Congress Joint Economic Committee, Subcommittee on
Fiscal Policy, Hearings: Revenue Sharing and Its Alterna-
tives: What Future for Fiscal Federalism?, August 2, 1967,
pp. 109, 117. For the inadequacies of State planning in
California, see Department of Housing and Urban Develop-
ment, Region IX, Evaluation of the California State Plan-
ning System, (April, 1974). For a different stage of
State planning and of State=~local relationships, see
Evaluation Report: State of Arizona Planning System,
prepared by an intergovernmental evaluation task force
consisting of representatives of the Governor's Office,
the Arizona State Office of Economic Planning and De-
velopment, the Arizona League of Cities and Towns, the
Arizona Association of Counties, HUD Regional Office of
Program Planning and Evaluation, the Los Angeles Area
Office of HUD, the Public Health Service, HEW (Region
IX), and the Office of Economic Opportunity.

Ibid., p. 153. "But such language should not interfere
with the State-local prerogatives in deciding where the
funds will go."

Ted Kolderie, Draft Paper No. III, pp. 23ff.

See Marshall Kaplan, "Model Cities and the New Inventory,"
in Joseph N. Sneed and Steven A. Waldhorn (eds.), Ap-
proaches to Accountability in Post-Categorical Programs,
(Conference Proceedings, HEW, Region IX, San Francisco,
February 1974), pp. 92-93.

Ibid -

Advisory Commission on Intergovernmental Relations,
Periodic Congressional Reassessment of Grants—-in-Aid to
State and Local Governments (1961).

123



24

25

26.

27

28

29

30

APPENDIX III APPENDIX IIT

For a significant input very relevant to the matter before
us, see International City Management Association, Report
of Management Criteria Task Force (August 1972). See also
The Council of State Governments, Intergovernmental Re~
lations in State Land Use Planning (1974).

I am indebted to William Brussatt, Office of Management
and Budget, for this illustration.

See U.S. House Committee on Government Operations, Sub-
committee on Intergovernmental Relations, Hearings: New
Federalism (Organizational and Procedural Arrangements
for Pederal Grant Administration), January 29-31, Feb-
ruary 5-6, 1974, passim, especially the questioning

of Congressman John H. Buchanan, Jr., of Alabama.

Melvin Mogulof, Governing Metropolitan Areas (1971),

pp. 112-121; also Victor Jones, "Bay Area Regionalism:
Institutions, Processes and Programs," in Advisory Com-
mission on Intergovernmental Relations, Substate Reg-
ionalism and the Federal System, Vol. II: Regional Gov-
ernance--Promise and Performance (1973), pp. 104-107.

Melvin Mogulof, "Federally Encouraged Multi-Jurisdictional
Agencies in Three Metropolitan Areas," in Advisory Com-
mission on Intergovernmental Relations, Ibid., pp. 142~
197, and Advisory Commission on Intergovernmental Re~
lations, Op. Cit., (1973), Vol. I, pp. 167-220.

See Norman C. Boehm, "Metropolitan Government: An Evalua-
tion of Factors and Attitudes with Regard to the Possible
Emergence of a Regional Level of Government in the
American Federal System," (unpublished PhD dissertation,
Claremont Graduate School, 1971); Thomas E. Cronin, "To
Govern the Metro=-Polity," ({(unpublished PhD dissertation,
Stanford University, 1969); Cronin, "Metropolity Models
and City Hall," Journal of the American Institute of
Planners (May 1970), pp. 189-197; Victor Jones, "Bay Area
Regionalism: The Politics of Intergovernmental Relationg, "
in Kent Mathewson (ed.), The Regionalist Papers (1974),
pp. 124, 134.

Ibid., pp. 117-118.

124



APPENDIX III APPENDIX TIIT

31

32

33

34

35

36

37

38

39

40

41

Mogulof, Governing Metropolitan Areas (1971), p. 15.

The next several paragraphs are reproduced from my case
study of Bay Area regionalism for the Advisory Commission
on Intergovernmental Relations, op. cit., vol. II, pp.
103-104. '

The statutory definition of comprehensive regional plan-
ning in the Demonstration Cities and Metropolitan De-
velopment Act of 1966 seems to give full scope to the
Federal Government to require that regional plans (poli-
cies) be finer grained than, for example, ABAG, Regional
Plan: 1970-1990.

Mogulof, Governing Metropolitan Areas (1971), pp. 112-121.

U.S. Congress, Joint Economic Committee, Subcommittee on
Urban Affairs, Regional Planning Issues, Part IV, May
20, 1971, pp. 601-605.

Ibid., pp. 604~605.

Ibid., pp. 606-611l. Further details of his proposals will
be found in his prepared statement for the subcommittee.
I was associated with Supervisor Bort as a consultant

to ABAG's Regional Home Rule Committee and therefore the
above recommendations can be viewed as ones which I
would make.

Ibid., p. 624.

See Sidney L. Gardner, "The Intergovernmental Debate:
Straw Men Stumbling Toward Middle Ground," in Sneed and
waldnorn, op. cit., p. 83.

Elazar, Draft Paper No. I, p. 2.

Ibid., p. 1l9.

125



APPENDIX IV APPENDIX IV

WHY EXTENDING REVENUE SHARING TO NONQUALIFYING UNITS

WOULD SERVE TO ENHANCE LOCAL GOVERNMENT MODERNIZATION

by

Ted Kolderie .
Citizens League
Minneapolis, Minnesota

The views and opinions expressed are those of the author.
They should not be interpreted as reflecting the views of the
General Accounting Office.

126



APPENDIX IV APPENDIX IV

CONTENTS

Introduction 128

Basic Issues 132

What has been the effectiveness of previous

attempts by the Federal Government to influence

local government conduct, especially in the
metropolitan areas? 132

What is the nature of the "modernization" re-

quired in the national interest, and what is the
feasibility and appropriateness of attempting to

bring it about through amendments to the

Revenue Sharing Act? 137

Appropriateness of using the Revenue
Sharing Act : 141

Feasibility of using the Revenue Sharing Act 143

What is the specific form which such inducements

should take or, apart from revenue sharing,

what can the Federal Government do to encourage

the modernization of local governments? 144

Why Extending Revenue Sharing to Nonqualifying
Units Would Serve to Enhance Local Government
Modernization 149
Modernization in the form of a statutory
regional agency for public transportation:
An example from Illinois 151

How will this "extension" of revenue sharing
enhance urban governmental modernization? - . 154

Notes 163

127



APPENDIX IV APPENDIX IV

INTRODUCTION

In its efforts to move effectively on the problems of
urban America, the Nation remains perplexed and frustrated
by the condition of the federal system.

The problems are national. So are the objectives. So
-—increasingly-~is the financing.

Yet the governmental mechanisms through which the action
must be taken and programs delivered are not. With very few
exceptions the Federal Government does not own, and can only
indirectly control, the mechanisms of governance and admin-
istration in the urban regions for the delivery of urban pro-
grams.

For a time during the 1960s the national government
seemed to be moving to take increased control. New programs
were added, in ever narrower categories. For these new
streams of Federal aid, new mechanisms were created, within
the States and urban areas . . . to draw plans, to allocate
funds, and to approve projects. Requirements for their
structure, menmbership, and operations were set in Federal
law and regulations.

By 1968 a strong reaction had set in, led by State and
local officials, through their national associations. Fed-
eral efforts, it was argued, should no longer stimulate cat-
. egorical programs . . . but rather, should strengthen the
institutions of general government.

In the debate leading up to 1972, revenue sharing seemed
the key opportunity for a strengthening of the non-Federal
institutional structure. Vigorously sought by State and
local officials, it also appeared to offer a once-in-a-gener-
ation opportunity to secure, in return for the principle of
general Federal assistance, a major upgrading of their organ-
ization and procedure.

This did not happen. 1In the design of the program,
economists rather than political scientists were the dominant
influence., State and local officials wanted no "strings."l
And national officials sought above all to have the program
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pass. So, revenue sharing came in as a program of resource
distribution and without major incentives for local govern-
ment "reform.™

This has eased the financial situation of the States
and the local units. But it has left us with the problem of
maintaining a capacity for change in the urban governmental
system when the local general units are reinforced in their
present pattern and put under no pressure, and when--even
more fundamentally--Federal policy now is to discourage the
creating of new special-purpose districts . . . which is the
process on which the system has heavily relied for innovation
and adaptation over the past 30 years.

This is especially important with respect to one adapta-
tion that was under way within the system by the late 1960s:
the adjustment of boundaries and functions to reflect the
growing relevance (especially to the Federal Government) of
the metropolitan "city" as the basis for urban planning and
decisionmaking,

The central guestion now, given the thrust of revenue
sharing and other Federal policy, is how this shift to a
metropolitan definition of the "city" can be merged with the
shift away from special-purpose units . . . when the system
in which these changes must be made is one in which no con-
cept exists of a regional level of general government.

* % % k % * K % % *

I do not suggest that this concern is a particularly
live one, politically. Almost certainly the congressional
interest in local government and revenue sharing has to do,
not with the matter of governmental organization, but with
the question of local program priorities. 1Initially with
the use of some funds for tax relief, and especially after
the cutback in social service grants late in 1972, the con-
cern has been primarily that local government was spending
the money on (in some sense) the "wrong" things and not on
the "right" things. Much of the thrust for a reappraisal of
revenue sharing comes out of the interest in changing these
local priorities.

I will not deal directly with this issue in my discussion
of local governments modernization . . . for three reasons:
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First, because revenue sharing is a program for the en-
largement and equalization of the resource base of the non-
Federal units of general government. Program issues are in-
appropriate, almost by definition.

Second, because categorical aid programs remain avail-
able for use should the Federal Government decide that par-
ticular programs which States or local units elect not to fi=-
nance out their own general revenue are to be undertaken.

Third, because it is impossible in any event really to
know how the money is being spent. Revenue sharing funds are
part of local general tax revenue, indistinguishable from
revenues raised from "own sources." The conclusion--shared,
I believe, by all observers--is that the question of "uses”
can productively analyzed only in terms of the budgeting
decisions of a State or local government as a whole.?2

e

k % % %k % * %k Kk k %k

There is, however, an important--even though indirect--
connection between the question of program priorities and the
guestion of local government organization.

For the central guestion about program priorities is why
those perceived by the national government are not perceived
at the State and local level . . . what there is, in other
words, about State and local mechanisms that prevents them
from addressing, or from acting effectively on, what can be
seen from a larger perspective as the most important and ur- .
gent problems.

The answer lies in the incentives created by the govern-
mental system.

The local officials who are "failing" to spend their re-
venue sharing dollars, or to devote any increased share of
their total general revenues, for social services or for the
disadvantaged are not unintelligent or unconcerned. They are
rational people, caught in a system where the principal in-
centives are for them to put their emphasis on local public
works, on local tax relief, and higher wages for local em-
ployees . . . since there is--for each jurisdiction individu-
ally, at least--the possibility that poor people and high-cost
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services and low-cost housing and non-tax-producing uses of
land, such as open spzce, can be shifted and become the re-—
sponsibility of some other jurisdiction within the region.

It is important not to'oversimplify. Probably this set
of program priorities is inherent in any system that rests
on majority vote. I assert only

--that the present system carries a special disincentive
against the emphasis on housing and social services
for which the critics of local government performance
have been calling;

--that the likelihood of the urban governmental system
comihg to a different set of priorities would be in-
creased under a different pattern of local government
organization and finance which contained incentives
explicitly for local officials to think in regional
terms;

--that such a change is now clearly in the interest of
the Federal Government; and

-~that it can be made, fairly simply, given a will to
do so.
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BASIC ISSUES

What has been the effectiveness of previous attempts by the
Federal Government to influence local government conduct,
especially in the metropolitan areas? :

Ideally, perhaps, the question should be answered against
a background of substantial experience with Federal program
administration or of substantial systematic research. My own
perceptions are from the private sector (as a newspaperman
and later director of a citizen-based policy-studies organi-
zation) and are impressionistic rather than systematic.
They are also confined basically to Minnesota.

The essential Federal strategy for influencing local
government conduct, however, can be seen fairly clearly and
probably does not wvary much from area to area. -

It is to set certain requirements for a program . . .
usually not really in performance terms, but related to mea-
sures of organization and process which it considers relevant
and important to program success; and to keep these Jjust a
bit ahead of where the local government is at any given time,
bargaining annually for improvements, threatening to decertify
or to cut off funds for noncompliance, negotiating compro-
mises; then moving requlrements ahead agaln as local perfor-
mance improves, : :

A reasonable example would be the Federal effort to im-
_ prove the quality of local government decisionmaking over the
past 15 years by introducing into virtually all programs a
requirement for comprehensive and program planning.

Overall, my own perception is that the Federal influence
is not great. The Federal Government does, of course, induce
program expenditures with its categorical grants. And it is
possible to require the creation of planning processes and
quasi-governmental structures. But none of these things
necessarily changes the character of local performance. The
existence of plans, for example, has not necessarily meant
that decisions are based more on plannlng considerations.

There are three reasons for this.
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First: Federal law and regulations tend to be uniform.
The States and local jurisdictions, however, vary widely in
character, and in their laws and institutions and political
traditions. From the first, therefore, the Federal require-
ments frequently appear as arbitrary or unrealistic from the
local point of view . . . and a sense is too often set up
from the start that they are therefore to be either adapted
or evaded.

Second: They can be adapted or evaded. The Federal
Government cannot really know what is going on in any given
metropolitan area. I do not think I am mistaken about this.
By and large, the program supervision consists of reports
from the local government unit to which the funds were grant-
ed, to the Federal agency; and of "audits" by the Federal
agency, which consist of digcussions with officials of the
local units. Even where a Federal regional or area office is
located in the metropolitan area concerned, the officials of
the agency do not circulate in the community, watching the
performance of the local units in action, Much information
and much good judgment about local unit performance is avail-~
able from those persons, in any metropolitan area, who follow
local public affairs with real care and attention. To my
knowledge, the Federal Government makes virtually no attempt
to tap into this source of intelligence. On key matters (the
integrity of a city's code~-enforcement program--redquired as
a condition of urban renewal assistance--for example) the
government is quite open to being simply hoodwinked. Much
. depends on what happens to get into the newspapers.

Third: Administrative officials, even (or especially)
of the Federal Government, are no match for elected officials,
even of local government. The Federal agency personnel, at
the interface with local programs in the metropolitan areas,
are typically the lowest-echelon, most junior, and newest.
Particularly when they fail to use the one great potential
asset presented by their location in the metropolitan area--
to move around personally, to develop their own evidence
about what is actually being accomplished--they are obliged
to fall back on regulations and issues of conformance to pro-
cedures. Local officials are quick to appeal to their con-
gressional delegations. Regional office people, usually in
another city, are frequently bypassed in the process. And in
the contest in Washington the local interests are likely to

133



APPENDIX IV ' APPENDIX IV

win, except in cases of really flagrant disregard of program
regulations: "Cutting off the funds" is, after all, past a
certain point, counterproductive as a device for Federal pro-
gram inplementation.

All these comments apply, it should be noted, to what I
have suggested is the conventional Federal approach toward
local government change . . . the essence of which is to seek
a response from the local unit directly. Unable really to
exercise sanctions (except to try to cut off aids) and lack-
ing in any event good intelligence to support what sanctions
it might try to apply, the Federal Government is, most of the
time, in a fatally weak position.

There is a different approach possible, which has recent-
ly begun to come into use. It is to use some piece of the
State~local governmental structure--existing or newly created
--as the agent of the Federal Government in implementing
changes in local government conduct.

One such mechanism has been the citizen-based parastruc-
ture, such as a Model Cities program, when equipped by the
Federal Government with money and authority--and therefore
with ah ability to make City Hall respond.

Still another is represented by section 204 of the Model
Cities and Metropolitan Development Act of 1966, which inserts
into the governmental system in the major urban areas a new
regional structure for the preparation of comprehensive re-
gional plans and for the review of (federally aided) local
projects for conformance with those plans.

The Circular A-95 review has worked with some real ef-
fectiveness, at least in my experience, in the Twin Cities
area, where the Metropolitan Council, because of its makeup
and its foundation in State law, has been fairly strongly
committed to metropolitan planning and disposed frequently
to challenge projects that would violate such plans.5

It is weak even there . . . partly because the Federal
agencies are not clearly charged to back up the review with
a clear policy that grants are to be made for projects that
do conform with metropolitan plans, and not for projects that
do not; and partly because the Federal agencies tend not even

134



APPENDIX IV APPENDIX IV

to repoxrt back to the A-95 body whether a project sent through
for review was, ultimately, approved or not.

The planning review as an attempt to improve local deci-
sionmaking is weaker in other urban areas, as a result of the
Federal effort to build the A-95 agencies not on an indepen-
dent political base but out of the units of local government
that are themselves sending projects through for review.

The performance of Councils of Governments (COGs) has been
extensively studied by others.® Their judgment, I believe,
confirms what we have been able to observe from the Twin
Cities area . . . that this system of representation and vot-
ing tends to limit action essentially to areas in which the
interests of the units coincide; and leads to an evasion of
issues, or even threatens a breakup of the agency, in areas
in which real interests conflict.”

The A-95 process has suffered, too, from the failure
(even in the Twin Cities area) to rank applications for as-
sistance in any priority order, areawide.8

The makeup of the A-95 agencies is an old, and a sensi-
tive, issue. But it remains important: The regional body
is potentially a key institution in stimulating local govern-
ment change, and its effectiveness is obviously a matter of
critical importance for the Federal Government.

Another way in which the Federal Government has moved
to increase effectiveness is through areawide planning agen-
cies for individual programs, separate from the A-95 agencies.
Health plannihg is an example. Here it has begun to break
away from the principle that the review agency should be com-
posed entirely of representatives of the units (hospitals or
whatever) whose projects are under review., It has moved to
reqguire representation (in some cases, a majority) of con-
sumers . . . Or disinterested parties.9 This can have, and
has had, the effect of freeing-up discussion, for issues to
be raised and resolved.

The general regional agencies, however, are the key ones.

And no such concept of "consumer" or general citizen represen-
tation has appeared in law or regulations involving these.
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Local governments, and their national associations, pro-
bably will tend to resist any such system. They count for
much. But what fundamentally restrains this important Fed-
eral effort to stimulate change in the local government sys-
tem, it seems to me, are two underlying assumptions: First,
that the formation of such a regional planning and policy-
making body is a matter for action by the local governments;
and, second, that the guidelines for the makeup of such a
‘body should be, or would be, specified by the Federal Govern-
. ment.

Neither assumption is required.

The local government structure brought into being by
Federal law and regulation cannot, in truth, be equipped with
any substantial strength beyond the authority it is given
over the spending of Federal funds. And the effort to do so
clutters up the urban governmental landscape with a variety
of partial structures . . . while Keeping the Federal Govern-
ment itself entangled fully in the thicket of metropolitan
governmental rivalries, trying to make choices that inevita-
bly antagonize one group or another.

The most important point by far to be made about the
scope and effectiveness of the Federal Government's attempt
to influence local govermment conduct ie its failure to re-
cognize, and to use, the potenttal that lies in the author-
- ity of the State government to organize and to reorganize
the systems of ZocaZ government and finance,

In referring to "the State" I am not referrlng to the

.admlnlstratlve departments, or even to the Governor and the

actions he can take through executive order. I am referring,
rather, to the constitutional power that resides in State
law, and to the political authority that exists in the leg-
islative process for the accommodation of divergent inter-
ests.

It is in the legislatures that the power over local
government rests, in our system. Remarkable things can be
‘done, and are done, in many if not most of the States--to
- create new governmental structures with real legitimacy, to
revise their procedures, to control the process of local
government formation, and to rebuild their revenue systems.
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The failure of the Federal Government to understand thislo

is of fundamental importance.

A new strategy, which capitalizes on the potential of
State law, is absolutely central to an effort by the Federal
Government to improve the institutions of urban governance on
which it depends for the effective delivery of the programs
it finances.

What is the nature of the 'modernization' required in the na-
tional interest, and what is the feasibility and appropriate-
ness of attempting to bring it about through amendments to
the Revenue Sharing Act?

It is useful to begin again with the overriding interest
of the national government in solutions to the problems of
the great urban areas in which something like 75 percent of
the population now resides. Their social and political
health, their economic productivity, the effectiveness of
their community services . . . in all respects, the improve-
ment of the quality of life of these great "cities" . . . are
now matters of critical importance to the Nation and specifi-
cally to the Federal Government.

This means the Federal Government is also, necessarily,
deeply concerned with the effectiveness of the organizational
system, public and private, through which the huge and enor-
mously complex urban enterprise is managed. Many of the im-
portant goals--for example, housing, education, criminal jus-
tice, transportation--are established by the Federal Govern-
ment. And much of the money, for capital and, increasingly
now for operations, is provided by the Federal Government.
Yet, as we have seen, this money is spent and these goals are
achieved, if they are achieved, through a mechanism of govern-
ance which the Federal Government itself does not directly
own or control. Out of this basic situation comes, under-
standably and legitimately, a desire on the part of officials
in the Federal Government (to take a broad and unspecific
term) to "modernize" the system of urban governance.

Federal officials are now, more and more, considering
how this can be done.ll

It is important first, however, to think clearly about
what should be done.
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e

It would be a serious mistake, in my view, to concen-
trate on the development of a program of "modernization"
for the individual governmental units which now serve the
parts of the urban region.

The first effort, rather, must be to bring into exisi-
ence structures able to raise and to resolve major issues in-
volving the urban region as a whole,

P

In saying this I do not mean to ignore the deficiencies
and the needs for improvements in the internal organization
and procedures of the local units . . . in budgeting, in the
training of local government personnel, in planning, in the
use of sophisticated data-processing equipment, and all the §
rest of the traditional good=government and public administra=-
tion reform agenda. I simply argue that this is not what is
of fundamental importance . . . and that the limited capa-
bilities of the Federal Government for any effort to stimu-
late change in the system of urban governance should concen-
trate first on what is most important at this point in time.

It should concentrate, in other words, on the basic in-
adequacies of the arrangements for building, financing, and
operating the major urban systems at the scale at which these
"life-support" systems now exist, and on the creation of a
general-purpose mechanism at the regional level.

There are two parts to the problem.

In most metropolitan areas the existing units of general
government are inadequate geographically. In a substantial
number, at least, the mun1c1pa11ty, and even the county, cov-
ers only a portion, or a small portion, of the urban region. -
Each part, typically, must finance the services it provides
largely from the tax base it can persuade to locate within

its own borders.

Where units have been developed to cover the entire ur-
ban area, these are in almost all cases inadequate function-
ally--being responsible usually for only a narrow service
function and, in almost all cases, being independent of gen-
eral government. Transportation is perhaps the classic ex-
ample where the regional agencies are frequently specialized
into such subfunctions as transit, expressways, or bridges
and tunnels.

138



APPENDIX IV APPENDIX IV

Also of course, a substantial part of the system of
governance, or at least of the responsibility for the organ-
ization and delivery of service, is in the hands of units that
that are private . . . whether commercial (like the electric
and gas utilities) or nonprofit (like the private doctors and
hospitals that substantially compose the health care system),
and therefore outside the purview of government defined (as
it is, conventially) as a service producer.

Very important practical considerations obviously re-
gquire the Federal Government to approach the urban areas in
political terms=--dealing with the municipalities and counties.

Still, the reality of the present situation . . . of the
metropolitan, rather than the municipal, character of the
"eity" . . . must lead' (and is leading) the Federal Government
gradually to approach the problems of urban governance more
and more with essentially the perspective of the author of
the Scientific American article in September 1965 who wrote
about "the metabolism of cities." The systems for bringing
in food and fuel and for taking out wastes . . . for moving
people and goods . . . for communicating by mail, television,
or telephone . . . for bargaining labor contracts . . . for
organizing bakers and druggists and cartage companies and a
hundred other trade associations.. . . for merchandising auto-
mobiles . . . for clearing checks . . . all are increasingly
regional.

It is with these regional systems, therefore--with their
objectives and their facilities and their performance--that
the Federal Government must be concerned.

For they are regional systems even if they are (as many
- of them are and as most of them should continue to be) or-
ganized for administrative purposes at the county or munici-
pal scale, or in private hands. The units responsible for
the keeping of public order, for fire protection, for educa-
tion, and for social services, and (in the private sector)
for the construction and management of housing or for health
care, all are highly decentralized. Yet they work as a sys-
tem and must be planned for regionally. The housing market
is, in part, a regional market. And--as the declining en-
rollments in public schools are now making clear--education
must in some respects be planned for the region as a whole.
Some regional decisions are required for the human services.

i
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And at least the functions of communications, recordkeeping,
and specialized investigations . . . if not the patrolling
of the streets . . . is moving toward a larger scale than
the municipal police departments.

These are, in other words, systems that (as we are find-
ing in the case of the electric power industry) do not re-
quire all the operating units to be under common ownership.
There simply needs to be, and can be, an arrangement for
"managing" them as if they were under common ownership.

The first "modernization" required in the governmental
system within the metropolitan areas, then, is the creation
of just this kind of "management" structure for each of the
major systems in the development, operation, or performance
of which the Federal government finds it has a significant
interest.

And not really creation. For . . . reflecting the real-
ities mentioned earlier . . . these management structures
have already begun to emerge, in somewhat different forms in
different programs and in different metropolitan regions--
mostly as "planning" structures and processes.

There is now such a planning process required for trans-
portation, for airports, for health care facilities, for
criminal justice, for manpower programs, and perhaps for
other programs supported by Federal aids.

More precisely, the need in many cases is to make these
emerging management structures effective . . . by trans-
forming them from "planning" (usually taken to mean "in-
nocuous") bodies into what are genuinely policy-making and
decision-making bodies.

Perhaps it is important to stress, too, that it will be
essential to have a capacity beyond that needed simply to
develop a system physically. Even more important will be a
capacity to (again, in the larger sense) manage that system
. +» o to make it operate with maximum effectiveness, at min-
imum cost. This means, principally, the capability to focus
on performance: to design and to install utilization pro-
grams (in the health care system, for example, where all the
incentives are to overuse beds and manpower); in the utility
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systems (the electric generating system of a major urban re-
gion operating today probably at roughly 55-60 percent of
capacity);l in the transportation system (in which in many
areas' roads are "congested" for relatively short periods

of the day, with automobiles themselves perhaps on the aver-
age one-quarter full); or in the housing system, where--in
addition to overcrowding--there may be in many areas a signi-
ficant degree of underoccupancy in the existing housing stock.

One additional element of "modernization" will be re-
quired: the creation of some kind of general-purpose policy
body overarching the agencies responsible for the coordina-
tion of the particular service systems.

Let me use again here an analogy I have used elsewhere
. . « comparing urban development with the development of,
say, a major office building. There is, in the construction
of such a building, no concept of a "best" plumbing system,
or electrical system, or structural system, or heatiﬂg—ven—
tilating system . . . nor, indeed, is there a concept of the
planning and construction of such a system apart from the
planning and construction of the building of which it is a
part. And there is, for this overall design and management,
a general contractor, an archltect, and ultimately a cllent.
So with urban development: no concept of a "best" trans-
portation or sewerage or housing system . . . and, if one
system is not to determine (or distort) the design of the
others, the same need for something that can correspond to
the general contractor-architect-client.

The most basic system that must be "developed," however,
is the system of regional governance itself. A4nd this means
that the first and most fundamental modernization of all is
the establishment of a policy mechanism, at the regional
level, which can begin to move serious proposals to the State
legislature, about how to attack the major probleme of the
area.

Appropriateness of using the Revenue Sharing Act. Can
and should this be brought about through the revenue sharing
program? The answer to this question depends on the conclu-
sions arrived at so far: First, that the "modernization"
most needed is a regional structure for the management of
key urban systems, individually and collectively; and, second,
that--to be really effective--the Federal efforts to change
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or modernize governmentalvstructure within the urban regions
should be directed not toward the local units directly but
toward the State legislature which creates the local units.

Given this, the question becomes whether it seems ap-
propriate and feasible to use ammendments (presumably, either
new requirements or new incentives) in revenue sharing to
induce the States to establish (create or designate) these
regional bodies.

In one sense such an effort is probably not appropriate.
If revenue sharing is essentially a program of resource dis=
tribution and resource enhancement . . . with some additional
element of effort to equalize resources among many States
and among local units . . . then it ought to be that and no
more. Efforts to move non-Federal units, directly or in-
directly, into new programs or different program priorities,
or into boundary adjustments or structural reorganization or
procedural reform . . . all belong in some other Federal law.

The problem of course is what when a variety of things
could be done, and when choices must be made, it is impos-
sible not to have a policy.  In revenue sharing, when a num-
ber of different distribution formulas could be written, and
when choices do have to be made about the type, level, size,
and character of local unit to be included, the program can-
not be neutral with respect to the organization of govern-
mental structure and functions. This cannot be concealed by
a decision that the program should "take the world as we find
it." Simply to accept the existing pattern of urban govern-
mental organization, at a time when there is either a prospect
of, or a need for, a reorganization of governmental structure
and functions, is clearly a serious policy decision.

If, then, revenue sharing does in fact influence local
government organization, the question of "appropriateness"
comes down to a question of whether its impact should be con-
sidered, or ignored. My judgment is that it should be con-
sidered. If the impact was not considered, and not con-
sciously designed in the original 5-year program, it should
be considered and used in the reenactment of the program.

It is, therefore, appropriate . . . indeed, necessary
« + . to discuss revenue sharing as a program of governmen-
tal organization, and the State's role in it.
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Feasibility of using the Revenue Sharing Act. This
takes us to the question of feasibility, on which two basic
things need to be said.

One is that "feasibility" will, and probably should, de-
pend in part on the consensus about "appropriateness"--on
whether, in other words, the argument I make about its in-
evitable nonneutrality is broadly accepted.

A second is that the "inducements" need not necessarily
involve money.

An amendment might, of course, provide that the extra
revenue sharing funds . . . either from a recutting of the
present pie or from an enlargement of the pie by Congress
. . . would be provided if and when a State establishes by
law a general purpose regional management agency with certain
specified duties and powers.

But alternatively, it might simply be required (in lan-
guage reminiscent of the requirement for regional planning
in the Highway Act of 1962) that, as a condition of continuing
to receive revenue sharing, each State by, say, 1978 must
create in and for each urban area of 50,000 or greater pop-
ulation a regional management structure of the sort we have
been discussing.

One immediate question then is what, realistically, is
the prospect for expanded funding in 1975-76. On this, my i
own sense is that gubstantially enlarged funding is unlikely.
This conclusion was, I think, reaffirmed by the conference.
Some limited increase, for a limited and needed purpose, may
well be possible. o

The second question is whether requirements for local
government modernization might be attached to the reenactment
of the revenue sharing program even in the absence of expand-
ed funding. An answer must begin with a recognition that
such a change would be opposed by most of the major interests
involved. Still, changes that are needed do tend to be en-
acted, despite opposition. So the use of revenue sharing
to induce local government modernization must be considered

not infeasible.
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What is the specific from which such inducements should take
.o or, apart from revenue sharing, what can the Federal
Government do to encourade the modernization of local govern-

ments?

My response to this question is, necessarily, shaped by
what I have argued to this point: that the Federal Govern-
ment should move through State law to secure the top-priority
modernization in the urban governmental system, which is the
establishment of regional agencies with a capability to make

effective plans and policy decisions with respect to the ma-
~ jor urban systems.

Inducemehts are, in other words, to be directed at the
- States.

This is not the only possible route. Before going fur-
ther it will be worth examining briefly the possibility of
moving toward more effective regional agencies by adjusting
the revenue sharing formulas in various ways to increase di-
rectly the support for the regional agencies (COGs, largely)
that presently exigt.

One such adjustment certainly would be to make the rev-
enues raised for major regional service systems eligible as
a claim on revenue sharing fundg--if these systems were or-
ganizationally a part of, or at least responsible to, a gen-
eral-purpose body at the regional level.

The problem with this is two-fold. At least for the
functions they presently perform, regional agencies do not
appear to be in desperate need of additional revenues. Typ-
ically, these agencies spread relatively low tax rates over
large tax bases, raising substantial revenues with no accom-
panying problem of "disparity." Second, the revenues they
raise tend to come less from taxes than in other governments,
and rather more from service charges. There would seem to-
be little case for installing, now, an incentive for them to
shift back to general tax support--as would be the case under
revenue sharing as presently established.

One alternative would be to enlarge the stream of revenue

moving to the local units--but to have these revenues passed
through the regional body, thus providing for it some leverage
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to secure attention to, or actions in conformance with, re-
gional plans and priorities.

Again, however, two objections must be raised. One is
that, quite practically, the membership, voting, and fi-
nancing systems of the regional A-95 agencies as they present-
ly exist are not well designed for choices of this sort on
which the interests of the member jurisdictions conflict.
Second, there will be a concern that these agencies--at least
so long as not directly electedl3--lack the legitimacy needed
for discretionary decisions about the apportionment of public
revenues between and among the units of local government
whose members are elected.

All this simply reinforces the earlier conclusion about
the limitations of the Federal Govermment trying to create
urban governmental structures through the manipulation of its
aid programs . . . and about the importance of its using, in-
stead, the processes of State law through which real institu-
tions, with real legitimacy, can be established. With 50
State legislative bodies, each affording full play to the
variety of governmental and nongovernmental interests in the
question of urban governance, this approach offers also, of
course, the tolerance for State-to-~-State variations in laws,
institutions, and political traditions now lacking in uniform
national standards laid down by Federal law and regulation.

So the question returns to the inducements that might be
- offered to the States to move, themselves, on the problem

of modernizing the governmental system of the major metro-
politan areas.

It is a double problem, really . . . of giving the
States both the incentive to act and=-within the framework
of revenue sharing--the freedom to act.

Several possible inducements can be identified: (1)
simple changes in the eligibility of units to receive funds;
(2) changes in the formula for the distribution of money
among whatever units are determined to be eligible; (3)
changes in the assignment of responsibility for determining
what is an eligible unit==-in particular, the transfer of
this authority and responsibility to the State for the defi-
nition of a unit of "general local government"--(4) changes
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in the assignment of responsibility for drawing up the al-
location formula--again, enlarging the role and authority of
the State; and (5) increasing the discretion on the part of
the State over the uses to which revenue sharing dollars can
be put.

Singly or together, these could be offered in return for
action by the States to undertake the required rebuilding of
the metropolitan system.

A further inducement might be an offer by the Federal
Government to permit the State to write, entirely, the for-
mula for the distribution to local units, providing a re-
gional component was contained within it. Some . . . per-
haps most . . . would like this. Some State formulas might
« « . and some may already . . . deal more effectively with
inequalities than does the formula presently written into
the revenue sharing program. Some States, too, may be will-
ing to deal more courageously than has the Federal Govern-
ment with the implications of a distribution formula for
local government organization and functions. In this, the
Federal Government would not necessarily have to sign away
its interests totally. It would be reasonable for the high-
er level of govermment to insist that formulas set by the
States be consistent with national policy and be subject,
therefore, to approval. A State plan could be required, lay-
ing out (as the legislature and Governor would see it) the
problem with the organization and finance of local govern-
ment, the need for "modernization," and the distribution for-
mula proposed, making clear its impact on the equalization
of resources and on the change in local (especially urban)
governmental systems.

The existing regional agencies might also be given a
role in this. While it seems unlikely they would simply be
given authority themselves either to write the formula or to
distribute the money according to their discretion, it might
be provided that they should propose to the legislature, as
a basis for the State plan, a formula appropriate for use in
the metropolitan area.

ok ok ok ok % k% % %
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Overall, the best form for such inducements would seem
to be a fairly simple one, involving an amendment to the rev-
enue sharing program that would:

(a) Assert a Federal interest in modernization by en-
couraging the States to establish their A-95 bodies
in State law, with a statutory charge to return to
the State legislature routinely with proposals for
solutions to major urban problems--including pro-
posals for' the improvement and modernization of
the urban governmental system itself.

(b) Offer to any State taking such action a bonus on
its revenue sharing apportionment . . . some ap-
propriate part of which would be provided to the
regional agencies as a permanent base of funding
to support the studies required, and a part of
which might--in the discretion of the State--be
passed through to local units on a formula enacted
in State law.

Such an approach would . . . consistent with the basic
conclusions of the November 20-22 conference . . . keep the
Federal Government short of the role of installing, in each
major metropolitan area, some prescribed system of local (or
metropolitan) government.

It would simply install (or develop, out of the A-95
agencies existing within each such metropolitan area) a mech-
anism which--because of its statutory character, because of
its regional point of view, and because of its special charge
to make proposals—--would have the ability to stimulate a con-
tinuing change in local government organization.l5

This would not be insignificant. But--even if required
by the Federal Government=--it would be, essentially, a re-
quirement affecting process. Consistent with the major-
thrust of revenue sharing, it would delegate to the States
maximum responsibility for the reorganization of the urban
governmental system. The Federal Government would be obliged
basically to say what was wanted . . . what decisions, or
what results, at what location, at what time. The States
would be free to organize the local structures in whatever
way seemed best oxr most in line with the wishes of the
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metropolitan area involved--provided, of course, that the
State accept respongibility for these structures' meeting

the objectives set out by the Federal Government (the up-
grading of the airport system . . . the reduction of hospital
bed capacity . . . the production of housing . . . the re-
training of manpower, etc.) at the required time.

It is possible, of course, that Federal action of this
sort could, orxr should, come outside the framework of the re-
venue sharing program.

It might, in fact, be possible to exert a stronger Fed-
eral initiative through other, categorical, programs . . . in
which planning requirements, new mechanisms, and other
"strings" have traditionally been accepted as a condition of
Federal assistance. A relevant example occurs in transpor-
tation, where the Highway Act of 1962 first established a
requirement that--as a condition of receiving Federal aid
after 1965-~each area of 50,000 population, set up a compre-
hensive, continuing planning process. This requirement is
gradually being broadened, out of a recognition that "plan-
ning" must now evolve into "decisionmaking."

Such evolving requirements could be installed in the
categorical programs which support, to some degree or other,
most of the major urban programs still organized by, and run
through, non-Federal bodies. (The same principle I have ad-
vanced earlier should apply: that the Federal Government
-should simply require the planning and decision-making mech-

regions to select the : partlcular organlzatlonal forms.) 16

Separately (and perhaps subsequently) the Federal Gov-
ernment could move really to require that the regional de-
cision=-making bodies for these major systems be drawn to-
gether under some general purpose areawide body. Probably,
the vehicle here would be a requirement, at last, that in
approving requests for aid the departments and the agencies
of the Federal Government will fund only those projects that
do conform to metropolitan plansg, in the judgment of the A-95
agency.

In a sense, however, it does seem most appropriate for
the Federal Government to move with 1nducements, rather than
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with requirements. The single, central change I have sug-
gested in revenue sharing, aimed at drawing the legislatures
of the States more actively into the needed development of
the metrogglitan governmental systems, may be a feasible way
to begin.

WHY EXTENDING REVENUE SHARING TO NON QUALIFYING UNITS
WOULD SERVE TO ENHANCE ILOCAL GOVERNMENT MODERNIZATION

I have defined "extending . as the amendment of
revenue sharing to encourage the States to establish in law
one previously "non qualifying" unit--the metropolitan area-
wide planning and policy agency, with this then becoming el-
igible for a share of a bonus that would be paid to any State
taking such action.

I should say before going further that I make no case
for extending revenue sharing to include those presently non
qualifying units that are special districts at the country,
municipal, or (in any event) subregional level. Some of
these are among our most effective governmental units, and
it may be that from their more effective organization and
procedures the counties and municipalities can take some les-
sons about useful modernization. But to encourage this, as
a policy, would run against the effort to structure the sys-
tem into units of general governments at the various levels
. . . an effort which should be, and quite likely will be,
maintained.

The only presently nonqualifying units which it would be
desirable to strengthen are--as I have argued--the regional
units, which have the critical potential for developing into
the governance system urgently needed for the effective de-
livery of national, and federally financed, programs in the
major metropolitan areas.

I have suggested that Federal revenue sharing should be
extended to include general planning and policy bodies, not
directly, but when established by State law. These should
then be designated by the State and by the Federal Govern-
ment as the bodies to receive Federal planning funds for
the major metropolitan systems.

There is an interesting question whether some existing
regional agencies might qualify under present law. The
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present definitions are worth a brief examination, at least,
as a background for a consideration of any change in what is
to be considered a "qualifying" unit.

Public Law 92-512 does not fully define what are to be
the qualifying local units. It says (Sec. 108(d) (1)): "The
term 'unit of local government' means the government of a
county, municipality, township, or other unit of government
below the State which is a unit of general government" (de-
termined on the basis of the same principles as are used by
the Bureau of the Census for general statistical purposes).

The concept of "general government” does not, however,

of the Census. It works!® with a five-part classification
which recognizes (1) counties, (2) municipalities, (3) town-—
ships, (4) special districts, and (5) school districts.
Units neither counties, municipalities, townships, nor

school districts are simply "special districts." There is
no distinction in the basic classification by the level of
jurisdiction at which the latter operate . . . or by the

scope, functionally, of their responsibilities. Classifica-
tion (4) includes regional as well as municipal special dis-
tricts, and multipurpose agencies as well as single purpose
agencies. It may also include some agencies that are suf-
ficiently regional and sufficiently multipurpose to be
reasonably considered "units of general government below the
level of the State." The Bureau of the Census does not know
because it does not try to classify on the basis of the "gen-
eral government" language contained in the revenue sharing
law.

The tests used in defining municipalities, counties,
and townships are important here for what they suggest would
be the test of a general government at the regional level:
(1) they should be established by law, or under law; (2) they
should operate independent of other governments, making=-for
example-~their own fiscal decisions; (3) they need not "op-
erate" services directly ("contract" municipalities are qual-
ified, and included for revenue sharing); (4) the existence
of "home-rule" powers, or lack thereof, does not affect their
gqualification (many counties are essentially just adminis-
trative agencies of the State, and are qualified).
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A few points about the RTA law are important in rela-
tion to the discussion here about the effectiveness of
regional management agencies created in State law:

-="Public transportation" is defined broadly as the
conveyance of persons in the region by any means
available to the general public . . . rather than
in terms of physical facilities or governmental
ownership.

~~The RTA is charted to "determine the level, nature
and kind of public transportation which should be
provided for the region" and enabled "to provide
public transportation by purchasing such service
from transportation agencies through purchase-of-
service agreements, by grants to such agencies or
by operating such service itself . . ."

--Its board is uniquely tailored to the political sit-
uation in that region: Composed of nine members--
four appointed by the mayor of Chicago with the con-
sent of the City Council; two appointed by the Board
of Cook County from the portion of the county out-
side of Chicago; and two appointed by the chairmen
of the county boards of the counties outside Cook
County (plus the chairman, mentioned above). None
may be a State or local official, or affiliated with
any transportation agency.

~--The RTA is designated by law as "the primary public
body in the metropolitan area with authority to
apply for and receive grants and loans relating to
public transportation from the State or Federal
governments.”

--It is authorized to impose throughout the region
taxes not on motor fuel directly but on the gross
receipts of persons selling motor fuel, and on "the
privilege of using motor fuel for the operation of a
vehicle upon public highways," and on parking facil-
ities. About $171 million should be available to the
agency for 1975.
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It appears to be, in short, a regional agency with quite
remarkable powers over "public transportation" as defined.
The "purchase of service" provision permits regional manage-
ment of the public transportation system while retaining
ownership and operation of the principal transit system in
and by the city of Chicago. It is, in my earlier analogy,

a "subcontractor" on metropolitan development.

Actually, it is a sub-subcontractor . . . since it has
no responsibility at this point over the road building in
Northeastern Illinois. It is also independent of any general
regional planning or policy body. Nothing more is required
than that it "coordinate" with the regional comprehensive
planning agency. In truth, its special access to transpor-
tation planning funds bypasses the general agency.

It is, however, a beginning. And what we are looking
for is beginnings.

The RTA was approved, in the referendum, despite major-
ities of 10 to 1 against it in some suburban parts of the
region., It is impossible to believe that it would ever have
been created by the local governments of the area, even with
requirements or other "inducements" provided by the Federal
Government.

Similar examples could be provided--by the California
law establishing the Metropolitan Transportation Commission
for the San Francisco Bay Area, in 1971; or by the Minnesota
law establishing the Metropolitan Council (and by the subse-
quent action of the Metropolitan Council in August 1974,
creating a Metropolitan Transportation Advisory Board). 1In
the latter case, of course, the legislature has been work-
ing to create a management structure not only for "public
transit" but also for transportation broadly . . . and, at
the same time, to fit this transportation structure into a
larger framework of general planning and decisionmaking.’

(In Minnesota it is the Metropolitan Council, not any
specialized transportation agency, that is designated to
receive Federal transportation planning funds.)

How will this "extension" of revenue sharing enhance
urban governmental modernization? The action by the States
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to set up the A-95 agency in State law is in itself, of
course, a kind of modernization. Such an agency would not

be a temporary study commission. It would be a permanent
part of the metropolitan area's governmental structure

« « o the further evolution, in effect, of the institution
that began developing in many parts of the country in the ear-
ly 1950's. . . first in the form of regional planning commis-
sions and later, during the 1960's, in the form (largely) of
COGs.

But it must be seen primarily as an agent to stimulate
modernization. It is important now, therefore, to examine
how and why we can expect this process to occur.

The answer falls into five parts.

First: The in-depth and independent examination of
major urban needs, from a regional point of view, should lead
to an understanding that an adequate solution requires the
creation of new agencies or responsibilities . . . or at
least the reorganization of existing agencies and responsi-
bilities.

This has been the experience, c¢learly, in Minnesota.
The problem of preserving open space--especially along lakes
and streams--is a good example. As this was examined in
detail in 1968, it became clear that the demand for parkland,
and the money to pay for it, was in some counties; and the
land itself was in others . . . and that no meaningful action
was possible, therefore, without some new arrangement that
made it possible to move money across county lines. This
problem was laid before the legislature, which in 1974
reorganized the whole system to provide for the Metropolitan
Council to prepare a general regional plan for parks and
open space; to provide for the seven individual counties to
initiate specific project proposals and to buy, own, develop,
and operate the sites; to provide for a statutory Metropol-
itan Open Space Commission to act as the agent of the Council
in coordinating the system and project planning; to provide
for a rolling $40 million bond authorization by which the
Council would finance the land acquisition. All this is now
well under way.

Second: Extending revenue sharing to a regional agency,
as proposed, will enhance local government modernization

i
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because this regional agency, having been created by State
law and without home rule status, will be obliged to return
to its legislature routinely with its proposals for changes
and enlargements of its authority to manage and direct the
development and operation of the major regional systems.

The effect of the Federal action will then be to have hocked
together (1) a regional agency, charged to study and plan,
and to develop specific proposals for the solution of regional
problems and the modernization of the system of governance
within the region, with (2) the State legislature, which in
our system is constitutionally the body with real authority
~-to make and remake the system of local government and
finance, to tax property, sales, and income and to exercise
the police power.

Thts 18 the gssence of the FederaZ straﬁegy for the
modernization of urban governance: to work through the
States to secure the establishment of statutory regional
policy bodies; to support them by designating them as the
agencies to receive Federal planning funds; and then to
require these, once established, to face not toward the
Federal Government but back toward their own State legisla-
tures.

We should not ignore what might be done by the regional
agencies, moving toward the local units within the region
directly, with proposals for change and modernization. But
we should give first attention to the relationship that con-
‘tains the greatest potential for meaningful change . . .
which is the movement of proposals from a statutory, repre-

sentative, responsible regional body into the legislature
of the State.

Third: Including regional agencies within revenue
sharing (in the ways proposed so far) will encourage local
government modernization and cooperation by giving the
local units a powerful incentive to act which does not exist
today.

The local units will recognize the legislature's grow-
ing role in solving problems and in providing needed ser-
vices or facilities in the urban areas. They will recognize
the importance of a regional agency charged to propose to
the legislature solutions to regional problems. And they
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will recognize the possibility that the regional agency
might propose that needed new powers and duties be assigned
to it--or to new regional commissions operating under its
direction.

It is reasonable to expect that--rather than see the
State legislatures act, creating new regional agencies or
transferring what are now local responsibilities to a regional
agency-~the local units will begin seriously to consider
moving, perhaps cooperatively, on their own.

Just this has happened in Minnesota, where the Twin
Cities Metropolitan Council was established with a charge
and an ability to return to the legislature with proposals
for the solution of regional problems. The counties of
the metropolitan area were in various ways unequipped to
Play a significant role in the debate in 1966-67 that led
to the establishment of the Metropolitan Council, or in the
debate in 1967-69 that led to the establishment of the first
subordinate regional operating agencies (initially, the
Metropolitan Sewer Board) for the development and manage-
ment of regional operating systems. By 1970, however, they
were organized effectively and were arguing vigorously
against the creation of any more such regional operating
agencies . . . proposing, at the same time, that the owner-
ship, development, and operation of facilities and programs
be handled by and through the existing units of local gov-
ernment, individually and cooperatively.22 As a result of
" their aggressive efforts there is now in the Twin Cities
area a major program of regional parks, planned and financed
by the Metropolitan Council but owned and developed by the
counties; a program on similar lines for the disposal of
solid waste; a county program for the control of hazardous
wastes; a county program for the control of Dutch Elm dis-
ease and/or the removal and disposal of diseased trees; a
local program for the implementation of the manpower-revenue
sharing program; and a county proposal for the enforcement
of air-polution control regulations. My own feeling is that
if the Metropolitan Council had never done anything itself,
its creation would be justified simply by the "encourage-
ment" its existence has given to the local units to move on
regional problems on their own.
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In the light of this, it is difficult to understand the
rationality of the Federal Government decision to establish
the regional planning and policy bodies in the form of non-
statutory units--formed explicitly by and composed explicitly
of officials of the units of local government. This is,
clearly, rational from the standpoint of the local units:
Controlling fully the regional body, they need not fear it.
But from the standpoint of the Federal Government interest
in encouraging change and modernization in the urban gov-
ernhance system, it would appear clearly irrational.

Fourth: Modernization of (and cooperation among) gov-
ermental units will be stimulated by any funds made available
by the State, perhaps through the regional agencies, to the
local units.

Much would depend on what the States would do with any
enlarged authority to revise the distribution to local units.
One possibility would be to provide that in metropolitan
areas the first apportionment below the State lewvel is not
to county-areas individually but to the region, as defined,
for distribution to the local units within the region on a
formula proposed by the regional policy body and adopted
by the State legislature. This formula would be designed
explicitly to implement State and regional policy on local
government modernization as well as to enlarge and equalize
fiscal resources. Townships in a metropolitan area, for
example, might be excluded, while counties were further
developed as service providers in the unincorporated areas.

Any money moving through the regional agencies could
also be used to fund particular modernizations directly.
In Minnesota, for example, the Twin Cities Metropolitan
Council--in planning for the implementation of its regional
urban growth policy--is preparing to seek from the 1975
legislature a law requiring municipalities to adjust their
own development plans so that the location, timing, capacity,
and design of local roads, sewers, and other facilities fits
and conforms to the location, timing, capacity, and design
of the metropolitan facilities, as these will be set out in
the Metropolitan Development Guide.23 A local project fail-
ing to conform will be--under the 1974 Metropolitan Reorggn-
ization Act-~defined as a "matter of metropolitan signifi-
cance," subject to a l-year suspension by the Metropolitan
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Council. The municipalities cannot be required to under-
take such planning, however, without also being enabled to

do it. The Council is therefore proposing a Metropolitan
Development Fund, to be used to assist municipalities finan-
cially for this planning. Revenue sharing funds, if made
available to a regional policy body such as the Metropolitan
Council, would be appropriate for such a use. The specific
financing of regional information systems, or regional policy
communications systems, or in-service training programs would
be other appropriate and possible uses.

(Any broad discussion of the role of regional agencies
in the modernization of local governments should also take
into consideration the possibility, and the implications,
of Federal aid running in the reverse direction in the
future; that is, diminishing rather than expanding the role
of the regional body, either in the distribution of aids to
local units or in the review and approval of local projects
financed with Federal aids. The Federal Government should
not, at any rate, let itself get in the position of build-
ing up the regional agencies by including them in general
revenue sharing, while at the same time reducing their role
through a program of special revenue sharing that gives aid
to local units directly, without the A-95 review that in
the past has attached to categorical grant programs. What
seems needed is some central point within the Federal Gov-
ernment that is required, and able, both to develop a coher-
ent strategy for the changes needed to implement Federal
programs within the urban regions, and to monitor the per-
formance of the State-local agencies through which these
programs are actually delivered.)

Fifth: The character of these regional bodies as non-
operating agencies should present substantially greater lev-
erage to secure change and modernization in the system.

This assertion tends to run contrary to many commonly
held views . . . which suggest that change is possible only
when an agency does own and control the facilities and pro-
gram operations. So it is worth some brief explanation.

To begin with, the new regional management agency is

most likely to be created if "operations," and everything
that goes with this, is left with the special districts or
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local units. The case for abolishing their existence is
relatively difficult to make. The case for abolishing their
independence~-at least on major regional actions~-is not so
difficult to make.

Further, the regional agency--once created as a non-
operating body--will be uniquely free to stimulate and
indeed to force new and more effective ways of doing things.
Operating bodies are heavily absorbed in the specifics of
day~to-day administration, and are typically overwhelmed
by the thought of the additional complications that would
result from the effort to innovate, to be more responsive
to their c¢lients, to develop objectives, to expand citizen
participation, to increase productivity and, in general, to
"modernize."

The opportunity to pay attention to these improvements-—-
which are the important ones now for the public and for the
Federal Government--comes precisely when a regional agency
is charged simply to get results, and enabled to work for
these changes free of "operating" responsibilities.24 This
is what a regional management agency for a particular urban
system--for transportation or for the health care system--
can do . . . providing it is not, itself, made up entirely
of representatives of the operating agencies. In the early
stages many of them have been: The regional hospital plan-
ning bodies set up in the early 1960's, for example, at the
instigation of the Public Health Service, were made up
almost entirely of "providers" in the health care system.
Since then, in a variety of ways, these structures have been
evolving . . . frequently under the pressure of requirements
for "citizen," "consumer," or in some way disinterested
representation. In the Twin Cities area today, for example,
the Metropolitan Health Board has a majority of non-"pro-
vider" representation and has--as a result--a considerable
ability to raise the really significant issues about the
health care system, and to take hard votes on such ques-
tions as the expansion of hospital and nursing-home beds
in the region.25

The important thing is that (again taking transporta-
tion as an example) such an agency could substantially be
freed of any built-in commitment to one mode or another,
to public systems rather than private systems, or to
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"construction" solutions rather than solutions through non-
capital programs. Really quite new and different possibili-
ties would be opened up for it to begin simply with a moni-
toring of the performance of the region's system of movement
. « « watching yearly, monthly, weekly, perhaps daily such
indices as vehicle ownership; travel volume; vehicle occu-
pancy levels; the split between modes (i.e., between driv-
ing and riding--whether in a car, bus, train, or taxi);
travel patterns; transportation expenditures; congestion
levels; average vehicle speed; energy consumption; air
quality; accidents, and the damage to persons and to pro-
perty; and the unsatisfied demand for travel.

The agency would then be in a position, as "manager"
of this transportation system, to begin adding whatever
capital or noncapital improvements would increase the per-
formance of the system most, and most rapidly, at the least
possible cost. It could move on a problem of congestion,
say, with a heavy program for the construction of rail transit
or reserved bus lanes. Or--on the view that "transit" is
simply "riding" rather than "driving," and that all vehicles
therefore are transit vehicles--it could move with a low-
capital program to increase vehicle utilization and reduce
congestion: directing the appropriate "operating" agencies
to implement a carpool or vanpool program, for example,
backed up with real incentives for drivers to ride.

. Being focused on performance, and authorized (as is the
Northeastern Illinois RTA) to proceed through the purchase
of service from public or nonpublic suppliers, the transpor-
tation management agency would be able--as a demonstration
or as a continuing policy--to move through several separate
and differing capital and noncapital programs at the same
time . . . subscription buses, for example, and vanpool and
carpool programs for peak-hour commuter service . . . test-
ing and comparing the different systems as to effectiveness
and as to cost, expanding those that succeed and terminating
those that fail.

The creation of a nonoperating regional mahagement
agency, in plain words, enlarges the opportunity to move
transportation (or other major public service systems)
toward a more diversified and a more competitive model
. « « thus enlarging also the opportunities for innovation,
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for an assessment of results, for an emphasis on productivity
. .« . all of which represent, I believe, the kind of results
the Federal Government is seeking.

It should be noted, finally, that this move toward a
diversified and competitive system, in which the operating
units tend to be rewarded not for existence but for perfor-
mance, will set up secondary incentives on the operators to
undertake the internal modernizations (training programs for
personnel, closer supervision, fiscal controls, etc.) that
can improve their performance.26

s
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NOTES

1 Symposium on Revenue Sharing at the University of Minne-
sota, Fall 1973. Organized by Professors Walter Heller
and Arthur Naftalin, it included (among others) Joseph
Pechman and Murray Weidenbaum.

2 See, for example, the draft ACIR report on revenue shar-
ing, September 3, 1974, Page 6ff. Also, at the local
level, "Revenue Sharing" by the League of Women Voters
of Minneapolis, April 1974, Page 17:

"As noted, it is very difficult to trace GRS dollars,
and to make claims for their impact on this or that
department . . . The only thing that can be said
positively is that had the city not received $15
million in GRS money 1) city services and capital
improvements would have been cut by that amount,

or 2) city taxpayers would have had their property
taxes increased by that amount, or 3) some combina-
tion of the two would have occurred."

3 One aspect of this bears specifically on the issue about
local government use of revenue sharing money for social
sexvices. It has been argued persuasively that the
basic arrangement in cities and counties for handling
services works fundamentally to prevent this use of the
funds. Local officials are, quite logically, wary of
enlarging their permanent bureaus to produce services
that (a) are financed by the Federal Government only in
part, (b) serve only a minority of the population, (c)
offer no certain prospect of provable success, and (d)
may well be temporary, in which case the local government
will probably be forced to continue the program, with
the cost reverting to the local tax base. This was
argued with me most effectively by Richard Broeker, - then
president of the Minnesota Welfare Association, in Jan-
uary 1973, The only condition in which local officials
will be induced to use such monies for social service
programs, Broeker argued, as if they are structured as
purchase of service programs . . . since contracts,
unlike bureaus, can be terminated when programs fail or
when funding runs out. '
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4 Conversation with Robert T. Jorvig, executive director
of the Metropolitan Council, August 22, 1974.

5 Jorvig, op. cit.; also conversation with Martin O. Sabo,
speaker of the House of the Minnesota Legislature, Sep-
tember 5, 1974. ‘

6 See, for example, Melvin Mogulof's surveys for the Urban
Institute, Washington, D.C.; or the ACIR's study of sub-
state regionalism, Volume I, October 1973, especially
page 109. : o

7 A dramatic example of this occurred in the St. Louis
area in 1973, when--perhaps in response to an article
.in the St. Louis Globe~Democrat--the regional directors
of HUD, DOT, and EPA, and the HUD area director threat-
ened to withdraw Federal support from the East-West
Gateway Coordinating Council. 1In his letter the area
director said:

"The relevance of the council to the major issues
facing this region concerns us greatly. The vacil-
lation on the airport issue; the refusal to take a
stand on floodplain development; the refusal to take
a stand on Black Jack and the problems of housing
generally, are examples which raise duestions on the
desirability of supporting such an agency.

"The staff and council members continually claim

that the only powers of implementation they possess
are those of project review and persuasion. We

submit that these powers have not often been exercised
with creativity and vigor . . . If the council feels
its only purpose is to qualify the region for federal
funding, it should realize the days of federal sup-
port for the council will end."

The council's executive director said he was unable to
recall a single instance in which the council had exer-
cised its A-95 review power negatively . . . and was
unable to recall even a single dissenting vote being
cast during 1972 on any grant application.
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8 Essentially, as I have watched it work, the review looks
at the relation between a particular application and the
overall community or metropolitan plan. It does nhot
ask which of two applications serves better to implement
a plan . . . or which of two applications should rank
higher on some criteria of need. A classic example is
a letter, shown to the author, from the mayor of Coon
Rapids, Minnesota, to their Congressman, then the Honor-
able Clark MacGregor:

"Dear Clark:

"You have been very helpful to us in our attempts to
secure a Federal sewer and water grant, and I don't
want to seem ungrateful, but the attachments to this
letter illustrate why people have become so disillu-
sioned with the categorical grant system as applied
to local problems.

- "Attachment 1 - Article from the Minneapolis Star-
Tribune summarizing a Citizens League report on
the disparity in property taxes in the metropoli-
tan area. Note that Coon Rapids is the third
highest in taxes out of 74 communities, while
Inver Grove Heights is among the very lowest, 7lst
out of 74. The estimated property tax on a $20,000
house in Coon Rapids is $600, while it is only $358
in Inver Grove Heights. Mill rates are 421 and
290 mills [sic] respectively.

"Attachment 2 - Letter to Coon Rapids from the
Department of Housing and Urban Development,
rejecting our application with the customary buzz-
words about their comprehensive analysis, implemen-
tation of areawide comprehensive planning and pro-
gramming, and consistency with national cbjectives.

"Attachment 3 - Clipping from the Minneapolis Star-
Tribune announcing that Inver Grove Heights has
been awarded an $850,000 sewer and water grant.”

"Although there may be some exceedingly important

factors that I am not aware of, the inconcistency is
readily apparent. I don't wish to sound like a
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10

11

12

13

14

"poor loser," but I would like to point out that
these grants are ordinarily used to defer assessments
in severe hardship cases caused by the financial bur-
den on the property from the combined taxes and sewer
and water assessments.

"It is at the local level that people are feeling the
tax pressure most severely. There must be a better
way of getting people's Federal tax money back to
where the need is greatest than the categorical grant
system as it is now implemented."

Specifically, the Partnership for Health Act of 1965.

The first White House Conference for State Legislative
Leaders was held in Washington in June 1966. I sat
through that 2-day meeting. I had the impression almost
none of the Cabinet members had met a State legislator
before. Clearly, they had no sense of how to relate to
the legislators.

A call in mid-October 1974 made me aware of an inter-
agency task force centered, I believe, in the Office of
Management and Budget, which is currently exploring ways
to enlarge the capacity of non-Federal units for the
delivery of major urban programs.

Conversation with Donald W. McCarthy, executive vice
president, Northern States Power Company, October 1974.

The regional councils are usually described as being
made up of "elected officials." This is regarded as,
and represented as, a positive characteristic of these
councils. The members are, of course, elected {i.e.,
by the public) to local office . . . which may not be
positive at all for their role in raising and resolving
regional policy issues. Properly speaking, one is an
"elected official" only when he is elected to the seat
in which he is voting.,

Sabo,_ op. cit.

o e
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16

The question may well be asked why I suggest that the
general, regional policy mechanism might be built out

of the existing A-95 agency . . . in view of the fact
that these are mainly councils of governments, and in
view of my earlier comments about the weakness of COGs in
facing and resolving difficult and controversial issues.
In part, my response would be that I accept the argument
of Victor Jones and others that officials of the local
units should, or probably will, in any event, be repre-
sented on the board of the regional council . . . and
that the COG is capable of evolving, in structure and per-
formance.

Perhaps more important is that in the process of putting
the question of the regional council through the State leg-
islature, the issues of composition and representation
will be exposed to discussion, not only by local govern-
ments, but also by education, by the citizenry generally,
by the Governor, by the press, and by the full range of
interests normally heard in the legislative process.
Also, the requirement (in my proposal) that the State
will be obliged to take responsibility for the success-
ful working of the regional council in raising and re-
solving issues will force the legislators to think ser-
iously about the effectiveness of the system of repre-
sentation and voting they are putting into law.

I was interested to have Bill Pitstick tell me, after the
conference, that the North Central Texas Council of Gov-
ernments is now undertaking to draft the legislation to
establish a regional agency for the development and man-
agement of the transportation system in the Dallas~Fort
Worth area.

One of the most difficult, time-consuming, and frustrat-
ing problems for the Twin Cities Metropolitan Council has
been the existence of different requirements, in differ-
ent Federal laws and programs, about the makeup of the
agencies to be certified for areawide planning. Partly,
the problem is simply that the requirements differ . . .
from each other, or from the way in which the Metropoli-
tan Council has in fact been established by the Minnesota
Legislature. More important, though, is that the require-
ments in some cases are concerned with structure and not
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17

18

19

at all with performance: EPA, for example, refuses to
approve the structure in Minnesota because the Council
and the Metropolitan Waste Control Commission are not
composed of local elected officials. The two agencies
have in fact completed, over the past 6 years, a remark-
able public works program--taking all interceptors and
treatment plants into metropolitan ownership, closing
plants discharging into standing bodies of water, and
constructing new interceptors and plants in a program now
$250,000,000. A good case can be made that this would
not be nearly so far along if the two agencies had been
composed of sitting officials of the competing local
units. Yet EPA insists the boards be restructured. why?
What does the Federal Government want?

See also:

ACIR report on substate regionalism, op.cit.

Some of the Federal Government's failure to make use of
the State legislatures results, no doubt, from the long
tradition of disrespect for these institutions and from
the general impression that they are both corrupt and
incompetent. The dramatic improvement in State legisla-
tive competence and performance over the past 10 years is
certainly one of the major developments on the American
governmental scene--largely unreported by a press organ-
ized to see "national" developments as "Washington" de-
velopments. Much of it is due to the work of the Citizens
Conference on State Legislatures, based in Kansas City,
Missouri. The movement will, however, become visible to
Washington~based observers for the first time in January
1975, when the merger of three former (and competitive)
associations of State legislatures and legislators be-
comes effective, and the new organization takes up office
like other major "public~interest" lobby groups in the
Nation's Capital.

Conversations with the General Counsel, Office of Revenue
Sharing, and with Mrs. Gertrude Whitehouse, Governments
Division, Bureau of the Census, October 11, 1974.

See, for example, the annual reports of ACIR or Norman

Beckman's annual roundup of major State developments in
the Journal of the American Institute of Planners.
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26

Conversations with Joseph Tecson, acting chairman, RTA,
and with George Ranney, Jr., formerly with the Bureau of
the Budget, State of Illinois, October 19, 1974.

The author was an invitee to the Mount Pocono meeting.

The Metropolitan Inter-County Council has been the prin-
cipal exponent for this point of view. Its executive di-
rector is James Shipman. The MICC is one of three as-
sociations in the Twin Cities area that exist to repre-

sent the views of local governments, as local governments,

in questions of regional policy. There is also a Metro-
politan League of Municipalities and an "Educational Re-
search and Development Council" which appears to be evolv—_
ing (fall, 1974) into a metropolitan association of schools--

whether dominated by boards or by administrators one cannot
yet tell.

Robert L. Hoffman, chairman of the Physical Development
Committee of the Twin Cities Metropolitan Council, to a
University of Minnesota symposium on urban growth policy,
October 16, 1974.

Ranney says this was one of the objectives in drafting
the RTA legislation.

The Minnesota Legislature in 1971 enacted a "certificate
of need"” law, requiring approval of every capital ex-
pansion in hospitals or nursing homes over $50,000. This
review has been decentralized, with responsibility for
the Twin Cities area being delegated to the Metropolitan
Council, and by it to the Health Board. Real issues con-
flict, but hard votes are taken.

Only recently, I came across precisely this approach to
the organization and management of large-scale enter-
prise, in business literature. Chapter 23 of Alfred
Sloan's "My Years with General Motors" lays out perfect-
ly the concept that underlies, for example, the Twin

Cities Metropolitan Council . . . of "decentralized op-
eration, with coordinated control." It is worth quoting,
briefly:
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"Good management rests on a reconciliation of cen-
tralization and decentralization . . . or 'decentral-
ization with coordinated control.'

"The concept of coordinated decentralization evolved
gradually. At the time its development began it was
clearly advisable to give each division a strong man-
agement . . . But our experience in 1920-21 also dem-
onstrated the need for a greater measure of control
over the divisions.

"The division managers make almost all of the divi-
sional operating decisions, subject, however, to some
important qualifications:

"Their decisions must be consistent with the corpora-
tion's general policies; the results of their opera-
tions must be reported to the central management; and
the division officers must "sell" central management
on any changes in operating policies, and must be
open to suggestions fromthe general officers.

"The practice of selling major proposals is an im-
portant feature in our management. Any proposal must
be sold to central management . . . and, if it affects
other divisions, it must be sold to them as well.
Sound management also requires that the central of-
fice should in most cases sell its proposals to the
divisions . . .

"The selling approach provides an important extra
safeguard against ill-considered decisions (and) as-
sures that any basic decision is made only after
thorough consideration by all parties concerned. Our
decentralized organization, and our tradition of
selling ideas rather than simply giving orders, im-
pose the need upon all levels of management to make

a good case for what they propose."
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WHY EXTENDING REVENUE SHARING TO NONQUALIFYING UNITS

WOULD NOT SERVE TO ENHANCE LOCAL GOVERNMENT MODERNIZATION

by

Thomas P. Murphy
Institute for Urban Studies
University of Maryland

The views and opinions expressed
are those of the author.
They should not be interpreted
as reflecting the views of the
General Accounting Office.
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THE IMPACT OF FEDERAL GRANT-IN-~AID PROGRAMS
ON_ LOCAL GOVERNMENT MODERNIZATION INCENTIVES

The decade of the 1960s marked an era of dynamism in the
American Federal system, especially in terms of the grant-in-
aid system. In fact, over 300 new programs were added and
the level of expenditures went from just over $7 billion in
1960 to four times as much in 1970. But this rapid increase
was not the only systemic change; the scope and goals of the
Federal programs were also altered.

Before the 1960s, typical Federal assistance programs
were instituted primarily as a vehicle which States used in
moving toward their objectives. As James L. Sundquist pointed
out in his book, "Making Federalism Work," "It was the states
that set the goal of 'getting the farmers out of the mud’
through improved state highway networks; federal highway aid
was made available simply to help them reach that goal
sooner."l Yet as the programs developed into their 1960 vint-
age, the focus shifted. More and more Federal aid was now
being directed toward specific local government problem
areas, which were defined by national policy.

As the Advisory Commission on Intergovernmental Rgla-
tions (ACIR) pointed out in its 13th Annual Report, thiQ\\
rapid increase in Federal aid created serious problems.

"The varying administrative requirements and
formulas in the grants, their duplication,
numerous eligible recipients, their heavy re-
liance on the project approach and their ex-
pansion of middle management discretion and in-
fluence resulted in problems of program
coordination and top management control at
nearly all levels."?

Wnile the categorical grant-in-aid system has accom-
plished a great deal toward meeting national needs, its rapid

and uncoordinated growth has given rise to certain counter-
productive problems. The President's Advisory Council on
Executive Organization summarized the adverse impact of the
Federal assistance system as follows:

"Grant programs have specified local admin-
istering agencies and, through a long history
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of 'single state agency' requirements, have
led to the development of State and local
bureaucracies which are mirror images of
federal agencies or conversely have encouraged
and supported paragovernmental bodies;

"Grant program requirements have encouraged

~ the establishment of relationships among
functional specialists which bypass chief
executives:;

"A myriad of conflicting administrative and
statutory requirements has distorted local
administrative processes and hampered co-
ordinated local management; and

“The great number of pro;ect type grant pro-
grams coupled with inadequate federal infor-
mation systems have led to confusion, induced
- the creation of grantsmanship specialists, and
left small, less sophisticated communities
with fewer opportunities to obtain aid than
are open to large communities."3

With regard to multijurisdictional problems, Federal re-
sources have been the major impetus in developing an area-
wide approach to housing, community development, health,
special problems of the poor, manpower, law enforcement, and
economic development. While these programs have provided
critically needed resources, the absence of coordimation in
their enactment and administration has created monumental
problems for State and local officials seeklng to implement
them.

Each areawide program focused upon a narrowly defined
problem and carried its own set of requirements for designat~-
ing geographic boundaries and for the composition of the
local board or agency which could administer it. This pro-
liferation of programes and requirements fragmented local
leadership and created a maze of overlapping and duplicative
efforts. It has bred a "functional autocracy" of local
agencies, boards, and constituencies which was and is self-
perpetuating and resistant to control by local elected of-
ficials or the electorate. Units of local general govern-
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ment are faced with a highly independent, federally funded
system of multijurisdictional special districts.

Nevertheless, the ACIR report concluded that the gaps
between and among governmental jurisdictions, program ef-
forts, fiscal resources, and people that the Commission has
identified still exist. In many instances they are wider
now than they were a decade ago, as is reflected in the fol-
lowing developments:

--Metropolitan areas are more fragmented.

--The center city continues to lose its more substantial
population and economic base to its suburbs.

~=Population movement continues to be attracted to the
largest metropolitan areas.

-=Growth rates lag in smaller cities and towns.

--The black exodus from the South continues. Twelve
percent of those residing in metropolitan areas are
black, and central cities are now 28 percent black.

--White flight to the suburbs has accelerated.
-=Rural America's population continues its decline.

--Metropolitan and nonmetropolitan disparities in edu-
cation, housing, and employment are as pronounced.

-=-By 1990, 75 million more people will be added to our
population. Most will reside in our already over-
whe Ilmed metropolitan areas.

The most frustrating element facing national leadership
in dealing with these domestic issues is not only the Ffact
that there are three levels of government involved, but also
powerful interest groups have sprung up which have success-
fully thwarted even the most modest reform efforts. These
conditions make the Federal system difficult to change.

This is not to say that the Federal efforts to improve

local government planning were wasted. Councils of govern-
ments (COGs) have improved regional information flow and
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have contributed to some regional decisions. They also have
failed to deal with numerous other key issues which were too
controversial, and they have contributed to the flow of use-
less paper and reports that land on the desks of local elec-
ted and appointed officials. COGs can never dec all that is
expected of them unless they are given more power and more

funding.

Intergovernmental Coogeration Act

Other Federal efforts to stimulate intergovernmental
cooperation have been highlighted by the operation of the
Intergovernmental Cooperation Act of 1968. This act has been
implemented through a series of four Office of Management
and Budget (OMB) Circulars:

1.

Circular A-95 established the Project Notification
and Review System (PNRS) through a network of
regional and metropolitan areawide clearinghouses
and a single statewide clearinghouse within each
State to review and comment upon project applica-
tiong for certain federally assisted programs be-
fore their submission to a Federal funding agency.

Circular A-96 contains. directives which allow flex-
ible administration of Federal grant programs, in-
cluding a provision for Federal agencies to waive
requirements for program administration by a single
State agency under specified conditions.

Circular A-97 directs Federal agencies to cooperate
with State and local units of goveérnment to provide
certain specialized or technical services on a re-
imbursable basis. Through its provisions a wide
range of technical expertise may be made available
to States and localities.

Circular A-98 requires Federal agencies to supply a
designated central State agency with information on
grant approvals to governments in the State.

These Federal requirements have assisted State govern-
ments to relate the policies and priorities of State govern-
ment to Federal assistance; to develop better linkages be-
tween planning and implementation through project review; to
make better and more informed decisions about the allocation
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of State resources; to carry out its coordinating responsi-
bilities to local government:; and to reduce conflict and
duplication between Federal and State assistance programs
to local government.

Local government may also benefit from implementation
of the Intergovernmental Cooperation Act. Because local
governments are often the ultimate delivery agents for both
State and Federal programs, they are in a position to benefit
most significantly. Some benefits which have been realized
at local levels are:

~-Better knowledge of the availability of Federal and
State assistance programs and more State involvement
in the grant process.

~-Increased ability to implement development activities
in accordance with local priorities.

--Greater impact on the development of State policies
and priorities.

~-=Strengthened ability to view the impact of an in-
dividual jurisdiction's projects and programs from a

regional perspective and eliminate incompatible proj-
ects as among adjacent jurisdictions,.>

However, most of the implementation of A-95 has fallen
- to COGs and the results have been somewhat uneven. The above
statements are true in some cases, but in others the PNRS
has been a back=-scratching operation which has not es=-
tablished or applied regional priorities for grant applica-
tions. Few Governors have recognized the potential of this
system. Nevertheless, the exhibit contains several OMB-docu-
mented examples of success stories from the operation of
PNRS.

Chief executive review and comment

After considerable experience and feedback with the
urban programs of the 1960s, Secretary of Housing and Urban
Development, George Romney, in 1971 proposed several so-
called planned variations approaches. As Romney indicated in
a press release outlining the concept of planned variations,

177



1

APPENDIX V APPENDIX V

the fragmentation of responsibility for the operation of
local projects and the varying channels through which Federal
assistance passed resulted in the bypassing of local general

purpose government. In particular, Federal assistance had
 interfered with the coordination and planning capability of
the office of the local chief executive. Romney therefore
proposed CERC--Chief Executive Review and Comment--with the
hope that

"by allowing the mayor or other appropriate
local chief executive to review and make
recommendations with respect to applications
from other agencies to federal funding sources,
substantially increased coordination, improved
planning, and more effective utilization of
resources at the local level should result."®

The CERC program included, but was not limited to, the
kinds of Federal programs which would go through model
cities. CERC reviews followed

"a pattern similar to but more intense than
A-95 reviews. A standardized project review
form seeks information such as: project ob-
jectives, problem identification, consistency
with local goals and objectives, coordination
of effort and planning, evaluation of past
performance, citizen participation, comments
on program quality, project priority * * * and
recommendation and comments."7

While CERC contributed to moving the chief executive of
the general purpose government back into center stage, it
also pointed up the fact that few local governments had an
appropriate statement of criteria to use in the CERC reviews.
Of course, this is not the fault of the Federal Government.
It suggests a need to encourage local government management
to establish both priorities and the criteria needed to
guide decisionmaking. This would be necessary with or with-
out Federal assistance. That a Federal program has caused
such a recognition may be viewed as a positive effect of
the Federal attempt to influence local government moderniza-
tion.
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Under the CERC program the local government program re-
view office reported to the local Federal Regional Council.
There was an honest effort by the Federal agencies repre-
sented there to standardize some of their requirements and
make it easier for the local government to deal with the
Federal establishment.

On the other hand, Victor Capoccia, in an article ana-
lyzing CERC, concludes that this

"has not basically altered the decisionmaking
Process relative to cities with CERC powers.
Being essentially an advisory function, CERC
now has (on a formal basis) broadened the base
of information the Federal agency has avail-
able in making a grant determination. Federal
agencies with categorical responsibilitg have
not given up any prerogatives to CERC."

He adds that, while the Federal agencies have been willing
to standardize many of their procedures, they still have

not developed the capability of dealing with the local
community as one Federal Government. The imperfect integra-
tion of the Federal agency activity will limit the effec~
tiveness of the city and county programs, however they might
be organized. |

Modernization

The need for local government modernization is obvious.
Cities and counties are now called upon to do more for their
citizens than ever before. Society has expanded its commit~
ment to assist individuals and families to find the quality
life. At the same time, the service patterns of local govern-
ment have been impacted by the growth of metropolitan areas, !
the uneven distribution of need and ability to pay, and the
requirements for intergovernmental approaches to solve se-
lected problems.

In some cases State legislation or even constitutional
change is required to facilitate annexations, consolidations,
home rule for counties, compacts, transfers of functions, ;
and establishment of regional authorities or multipurpose ?
special districts. Some States require that the public vote
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on some of the above changes. This can be a barrier where the
change involves tax increases, concurrent majorities in
several jurisdictions, or change in city-suburban or city-
county relations.

There are also vested interests fighting to block
modernization. For example, many counties have a large number
of independently elected officials, such as assessors, high-
way engineers, treasurers, recorders, and county clerks.
Rarely have those officials cooperated in efforts to abolish
their positions and establish a county executive position
with responsibility for all administrative and managerial
functions. Yet, unless that is done there will be no inte-
grated management and no chief executive to hold accountable.
Moreover, there are also State-~imposed fiscal limitations
which often serve to inhibit the effective performance of
local government functions. This has contributed to the
growth of special districts and the consequent fragmentatlon
of responsibility and dec151onmak1ng

Even after all these barriers are overcome, structural
changes, functional adaptations, and new powers for local
governments are not self-executing. Local governments need
professional management. The failure of States to periodi-
cally review and reform local governments has allowed the
continued existence of fragmented and antiquated local
governments that cannot cope with today's problems.

In the past, the health of State and local management
has been a minor concern of Federal agencies trying to carry
out specific programs. Tentative steps toward strengthening
State and local governments are incorporated in section 701
of the Housing Act of 1954, section 204 of the Demonstration
Cities and Metropolitan Development Act of 1966, and the
Intergovernmental Cooperation Act of 1968 (ICA). Despite
these legislative efforts to provide funds for comprehensive
planning (section 701l) and to strengthen elected officials
(section 204 and the ICA), there is still no overall Federal
policy on strengthening State and local government manage-
ment. The temptation is strong to use revenue sharing as a
lever.
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FEASIBILITY AND APPROPRIATENESS OF AMENDING
THE REVENUE SHARING ACT TO PROVIDE INDUCEMENTS
FOR IOCAL GOVERNMENT MODERNIZATION AND

THE FORMS OF POSSIBLE INDUCEMENTS

Categorical grant programs have contained management
conditions for many years. The range of conditions in effect
shows that the Federal Government used the grant-in-aid
system to gain leverage for a variety of purposes. The fact
that there is no generally accepted framework for classify-
ing these conditions indicates the lack of consideration
given to coordinating them.

Some general revenue sharing proposals would have made
the funding contingent on managerial reforms at the local
level, but these provisions were rejected. State and local
governments rejected the idea that the Federal establishment
should be telling them how to manage. They don't believe
the Federal agencies are any more capable than they are.
However, if proper incentives were provided and if the im~
plementation were left in their hands, State and local gov-
ernments might be more receptive.

The kinds of conditions which were originally considered

included a wide range of planning and operational assurances,
such as:

1. The development of a project, functional, or compre-
hensive plan.

2. The submission of Environmental Impact Statements.

3. Institutional reforms (new agencies, districts,
merit system standards, or training of personnel).

4. Equal employment opportunities.

5. Implementation by specific institutions or agencies.
6. Evaluation of the effectivenesé of grant funds.

7. Achievement of performance standards.

8. Citizen participation.
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9. Performance of;ah audit.
10. Accountability to citizens through citizen review.

State and local governments have an interest in most of
these objectives. Special incentives for modernization might
take a number of forms, including penalties, bonuses, flex-
ibilities, and set-asides. Penalties would not be very
feasible for political or practical managerial reasons.
Governmental effectiveness is difficult to measure, and there
could bé no penalties without a standard of performance or
of modernization. The Federal agencies are not ready to write
or apply such standards.

Bonuses for special modernization efforts or inter-
governmental innovations would be more popular. For example.,
some financial bonuses could be paid through the revenue
sharing program for consolidation of special districts, adop-
tion of joint service agreements or intergovernmental con-
tracting, establishment of a charter commission, or some
other evidence of attempted modernization. One difficulty
with this approach is that it would be unfair to governments
in States which do not provide local governments with the
flexibility to éngage in such activity. Another is that it
would be extremely difficult to define a formula that would
be effective. Finally, as Daniel Elazar has pointed out in
his paper, we must be careful not to become locked into con-
ventional models of "modernization." Local conditions and
needs are so diffuse that there must be a variety of models.
Certainly a limited approach dispensing a handful of annual
outstanding performance awards would be acceptable.

The flexibilities approach may offer more hope. This
would involve permitting governments to spend general rev-
enue sharing funds for purposes outside the approved list
of revenue sharing expenditures. There would also be some
difficulty in setting standards to operate this program,
put misjudgments would not be as serious or as controversial
since the program envisioned would be based upon a flexi-
bility provision rather than a dollar penalty.

The best approach might be to use set-~asides as an in-
ducement for modernization of general purpose governments.
A percentage of revenue sharing funds directed to each gov~
- ernment could be set aside for use only on management
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improvement and governmental modernization. This would leave
the initiative at the State and local level to decide how to
use the management money but would insure that most juris-
dictions would undertake some modernization efforts. This
approach is also suggested in Victor Jones' paper.

It still might be anticipated that State and local gov-
ernments would view this as an interference with their use of
general revenue sharing and a reduction of the amount avail-
able for ‘other purposes. They would presumably prefer to
see an expansion of the broadened 701 program to serve the
modernization purpose. There is some merit to that approach
since there is little likelihood that total general revenue
sharing appropriations will be substantlally increased over
the near term. ‘

THE EFFECTS OF EXTENDING REVENUE SHARING
TO NONQUALIFYING UNITS

A number of the public units currently sefvicing govern-
mental needs are not qualified to recelve revenue sharlng

funds because they have specialized missions and do not meet
the definition of general local government. At the regional
level there are regional planning councils, so-called um-
brella multijurisdictional organizations (UMJOs), COGs, eco-
nomic development districts (EDDs), various public authori-
ties, and metropolitan service districts. There are also
regional and subregional single purpose special districts,
and school districts, which are a spe01al variety of single
purpose spec1al district.

The case of school districts is quite simple. Education
has had increasing funding from State and Federal appropria-
tions and is normally funded independently of appropriations
for general government purposes. The school districts do not
duplicate the functions of general purpose government, and
so this type of special district is in a category all by
itself. Some of the Federal aid to education programs have
really been special revenue sharing approaches.

All of the other nongualifying units are potential com-
petitors to perform functions which are or could be the
responsibility of general purpose governments. When the ques-
tion is raised, therefore, as to whether they should receive
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revenue sharing funds, this involves a direct challenge for
the general purpose dovernments. Responses to the question
of whether nonqualifying units should receive revenue shar-
ing money therefore should relate to the kind of nonqualify-
ing unit that is involved. 8School districts will not be '
discussed because they are not in direct competition to
perform the functions normally provided by general purpose
governments.

In general, the reasons advanced in support of the prop-
osition that revenue sharing should not be extended to non-
qualifying governments include the following:

1. It will inevitably reduce the amount of total fund-
ing available to cities and counties.

2. It will result in providing more money to units
which have less public accountability then general
purpose governments. '

3. It will reduce the impact of citizen participation
and hamper the effectiveness of public interest
lobbying on governmental decisions.

4. Tt will result in less responsiveness to local needs.

5. It will dlstort local priorities and local determlna-
tion of priorities.

6. It will foster duplication of public services andy
at a higher rather than lower cost.

7. It will further fragment governmental authorlty,
leadership, and declslonmaklng

8. It will not substantially improve the effectiveness
of regional and metropolitan-type organizations
because their nonfinancial problems are even more
serious than their lack of funding.

9. It will result in a further deemphasis of expendi-
tures for human needs.
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10. It will reduce the likelihood of local government
modernization.

11. There are better ways of strengthening regional
organizations to provide for regional functioms.

The thrust of this paper is to assert that all of these
negative impacts will result from making revenue sharing
funds available to nongualifying units. However, these units
have a place in the metropolitan governmental structure.
They provide indispensable functions and should be strength-
ened. This paper will suggest some specific ways in which
the nongqualifying units may be strengthened and thus improve
their contribution to the effectiveness of metropolitan
governance. However, these units must be strengthened with-
out reducing the effectiveness of general purpose govern-
ments and without perverting the philosophy of the general
revenue sharing program.

Financial impact on
general purpose governments ,

"It may be argued that including nonqualifying units in
revenue sharing would cause Congress to provide additional
funds for the nonqualifying units while maintaining the level
of spending for general purpose governments. It is a fact
of political life that the total amount of money likely to be
made available by Congress for revenue sharing purposes is
. limited by the general condition of the national economy.
Now it may also be limited by the 1974 budget legislation
under which Congress is to agree upon a dollar ceiling for
the normal budget. The total demands on the Federal budget
exceed the available funds so that there is substantial
competition among functional programs for Federal funding.

- Consequently, there are practical political limits as to the
current amount of money which can be allotted for revenue
sharing. Including nonqualifying units in the revenue shar-
ing appropriations would most likely reduce the amount of
money available for the general purpose governments.

Further, the plain fact is that COGs do not really
have a substantial political constituency independent of their
relationship to cities and counties. All COGs are dominated
in the voting process by the cities and counties which are
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their consituent units. The voting members of the COG are
not directly elected by the citizens but by the member
governments. Some are appointed by member jurisdictions or
COG leaders. Even the elected members of the COG board
have three kinds of identification--their political party
affiliation, their position as members of COG, and their
elective city or county position. The mayors and county
executives who comprise COG boards are the most powerful
witnesses for revenue sharing. But they are already sup-
porting programs with the city and county governments to
which they owe their primary allegiance. As a result, in-
clusion of COGs in revenue sharing will add no political
muscle to the total lobbying effort toward revenue sharing.

The case of special districts is slightly different.
While some districts are captive units of general purpose
governments and would add no political support, some of these
have substantial political power. They could strengthen the
lobbying efforts of cities, counties, and States, but this’
would be counterproductive for cities and counties. The dig=
tricts might gain a substantial payment, and, unless the
total dollars voted by Congress for revenue sharing were in-
creased, the inevitable effect of including nongualifying
units in the total revenue sharing budget would be to reduce
the total amount of dollars available to cities and counties.

At the present time the upcoming renewal of revenue
sharing is being subjected to some close questioning. There
are powerful groups that represent potential opposition to
the renewal of revenue sharing because of certain effects of
the program. Some cities and counties have been accused of
making frivolous use of revenue sharing funds. There are also
questions about paying governments, such as those townships
which actually have very few functions to perform. In addi-
tion, some groups are still philosophically opposed to
revenue sharing.

The well-organized coalition of States, cities, and
counties was in part responsible for the enactment of revenue
sharing. All of these groups now want to propose amendments
to the law. The addition of nonqualifying groups to this
coalition would considerably weaken it. It may be argued
that revenue sharing should not be extended to nongqualify-
‘ing groups because such an expansion would not only reduce
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the amount of money available to the general purpose govern-
ments but might also result in the death of the program
itself.

The primary purpose of COGs, UMJOs, and regional plan-
ning commissions is to plan on a regional basis for func-
tional problems in which city and county governments must
necessarily be involved at the operational level, Planning
as such is not now included among the authorized purposes
of local government revenue sharing expenditures. To include
COGs would therefore redquire amending the law to expand the
number and variety of authorized purposes of local govern-
ment expenditures. This would open the door for numerous
other groups to attempt to add their functions to the auth-
orized listing and in doing so .burden the revenue sharing
legislation with so many extras that it might be defeated
in Congress.

Public accountability and
citizen participation

One of the reasons for providing revenue sharing funding
to general purpose governments, such as cities and counties,
was that their officials are directly elected by the public
and are in continuous contact with the public they serve.
Therefore, they ought to be in a better position than the
Federal or State governments to determine the intensity of
local priorities. 1If nondqualifying units are included in
revenue sharing, this philosophy would be set aside because
the money would be made available to organizations whose
members are not directly accountable to the regional public
for which they are making decisions.

Ted Kolderie makes an argument for including the Twin
Cities Metropolitan Council and Victor Jones for the Associa-
tion of Bay Area Governments. Similar arguments might be
made for metropolitan organizations which are truly multi-
purpose and are performing governmental functions. These
organizations can meet the criteria of "general purpose,"
but they are not yet general purpose governments. Neverthe-
less, some exception might be made for multipurpose operating
agencies at the metropolitan level. Defining this group
would not open the floodgates for the 350 other metropolitan
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planning bodies and so would not have a substantial effect
on city and county entitlements under general revenue
sharing.

The members of governing boards of COGs attain their
positions as a direct result of appointment or their election
as mayors, county executives, or members of city or county
governing bodies. 1Indirect representation systems are
always difficult to structure. For example, it is conceiv-
able that in a particular metropolitan region a minority
population may account for 30 percent of the total voters of
the cities and counties. However, if representation on a
COG were limited to mayors and members of county governing
boards elected at large, there is a strong possibility that
in many metropolitan areas none of the elected officials
would be drawn from the minority groups living in the area.

This does not mean that all of the elected officials
would be unresponsive to the needs of minority groups. But
there would be a gap in terms of visible responsiveness to
the needs of minority groups. Further, Federal policy has
strongly supported minority citizen representation on COG
boards. COG appointive positions have often been used to
involve nonelected public leaders and insure representation
of blacks and women. This is an acceptable procedure in the
current context, but it does not compensate for the politi-
cal accountability of elected officials.

Another problem is related to the voting system adop-
ted by COGs. It has been established that COGs are not
local governments but rather are conferences of local gov=-
ernments so that they are not bound by the one-man=-one-vote
principle.9 Most COGs have followed the pattern of pro-
viding one vote for each major jurisdiction which is a mem-
ber of the COG. A few COGs have adopted weighted represen-
tation systems providing multiple votes to central cities
or major urban counties to preclude their being totally
outvoted by outlying counties or suburban cities, However,
this is still not the same as establishing an organization
on a cne-man-one-vote basis.

At present, the COGs are simply not accountable directly

to the public. Their only public accountability is the in-
direct accountability to the local governments which have
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most of the votes. It may be argued that removing the de-
pendence of COGs on direct funding by local governments may
tend to make them somewhat less accountable even to the
local governments which constitute their membership.

The situation with regard to special districts is even
more extreme. The governing bodies of the special districts
are sometimes elected directly. Yet, because of the narrow
purposes of the special districts, these elections rarely
attract much citizen participation. Because of that low
level of participation and the fact that many other special
districts are run by appointed officials or by boards with
ex-officio~based membership for city and county elected
officials, there is no real public accountability. In addi-
tion to their narrow function, there is much misunderstand-
ing about their source of power and responsibilities. Even
their physical location away from the mainstream of city
halls and county courthouses contributes to the public's
lack of knowledge of their operations.

In terms of responsiveness it might be argued that
special districts are directly responsive to specific needs
since they were usually created to fulfill a special pur-
pose need. However, this responsiveness is limited to de-
livering a particular functional service rather than setting
local priorities based upon a balancing of a broad variety
of needs. Special districts are in no position to do this
since they have limited functions to perform.lO

Special districts derive most of their funding from
user charges which they set unilaterally or from taxes that
States have authorized them to levy. They can use fees to
develop operational profits and there is little public
evaluation of the level of these levies. They raise much of
their financing from bond issues based upon their projected
fees or taxes. There is verv little input from the public
sector as to the amount of money special districts should
charge for their services, the kinds of bonds they should
sell, or the tax rules they should set. Clearly, the insu-
lated and isolated operations of the special districts in-
volve few of the traditional fiscal controls which are
present in city and county governments. Direct Federal
funding of special districts would remove that portion of
revenue sharing from the public participation domain.
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Another reason for opposing extension of revenue sharing
to nongualifying units is that it 1s unwise to separate the
function of tax raising from tax spending at the local level.
Public accountability is reduced whenever the government which
spends the money is not the one which has to explain to the
voters why the tax was levied in the first place. COGs gen-
erally have no authority to levy taxes whereas general pur-
pose governments do. General purpose governments whose mem-
bers are directly elected are in a better position to feel the
pressures of the public and this enhances accountability.

To some extent this argument may be used to oppose gen-
eral revenue sharing itself, since the Federal Government
levies the taxes and the States and local governments are
permitted to spend them. However, the cities, counties, and
States have independent powers to raise taxes and go through
this process each year with full opportunity for various
citizen pressures to be exerted in the process. All these
top officials are subject to the elective process. They are
sensitive to citizen reaction to taxes and presumably keep
this in mind when making decisions as to the allocation of
tax revenues. In fact, most cities and counties have used
revenue sharing funds to reduce taxes or at least to avoid
tax increases.

Since COGs are not governments, with few exceptions do
not levy taxes themselves, and have no members who were
elected to the COG for the purpose of allocating COG funds,
public accountability must necessarily be less than in the
general purpose governments. Actually, the influx of revenue
sharing funds into COGs would lessen the need for them to.
assess local governments. This might serve to weaken the sup-
port of local governments for COG activities since those
activities would no longer be funded dlrectly by local
government contributions.

Providing revenue sharing to COGs or special districts
which have relatively low levels of citizen participation is
likely to reduce the overall responﬁlveness of governmental
spending. COGs have had great difficulty in securing appropri-
ate citizen participation in their decisions. This is true
in part because their functions have been restricted almost
totally to metropolitan planning rather than to operational
programs which are more visible and more expensive. COGs
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have also had a problem of securing effective minority citizen
participation. The use of citizen appointees to cover over
this deficiency in COG membership has not always been satis-
factory.

Involvement of COGs in the same matters in which cities
and counties are already involved would tend to create am-
biguity in the public mind as to which body is responsible
for what kinds of public decisions. This ambiguity coupled
with the insulation from public accountability would make
COGs and special districts less responsive to public needs
than general purpose governments are.

Because general purpose governments are led by directly
elected officials, they are more responsive to human service
needs than COGs or special districts are. The disadvantaged
have developed a voice in local governments which have become
more responsive to their needs in recent years. COGs are more
likely to focus on regional problems and the economic or
other problems of the disadvantaged clustered in certain
areas cah be more easily overlocked. Increasing COG budgets
as an alternative to increasing the budgets of general pur--
pose governments is likely to have a regressive effect.

Special districts pay even less attention to problems
of minority representation and therefore are not likely to
be responsive to the needs of minority or disadvantaged groups
in terms of setting their priorities. Because special dis-
tricts have limited focus, their approach to the disadvantaged
would be limited to relating their needs to the specific
mission of the special districts. In many special districts
there really would be no areas in which their expenditures
could relate to socioeconomic needs, Thus their total ex-
penditure, if derived as an alternative to general purpose
government expenditures, would be regressive in terms of the
impact of taxes collected for general revenue sharing.

Impact on local public interest lobbies

In recent years there has been a substantial growth in
the power of public interest lobbies. While this is most
obvious at the Federal level because of the operation of
groups such as Common Cause and Ralph Nader's lobbying teams,
these organizations and various others operating in the public
‘interest area have had an impact on State legislation and to
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some extent on local legislation as well. Environmentalist
groups have succeeded in blocking rezoning, developing new
support for open space programs, and pressuring businesses
to spend money on air and water pollution control devices.
Consumer and civil rights groups have also had an impact on
the development of affirmative action programs in the public
and private sector and on the adoption of consumer programs
by State and local governments. '

If COGs were to receive revenue sharing money directly
from the Federal Government, they would have the ability to
expand their involvement into many different functional areas.
To the extent this happened, they would become another or-
ganization which would require attention from the local
public interest lobbies. This would complicate the problem
of lobbying at the local level because the responsibility
for various decisions would be more widely spread. It would
be more difficult to know who was giving only lip-service
to the public interest. How could a city or county official
be evaluated who opposed a social service in his own juris-
diction on the basis that it should be done by the areawide
organization--knowing that the other jurisdiction would veto
the idea? ' '

If revenue sharing were extended to the special districts,
the impact on public lobbies might be even greater than with
COGs. Special districts are even less accessible to public
interest pressures than COGs. Because of their scope, COGs

"attract attention from the metropolitan newspapers and radio
and television stations and, in addition, they have almost
always been chaired by elected city or county officials who
are sensitive to public response. Special districts, however,
have been much less visible and accessible. The governing
bodies of the special districts are the most insulated opera-
tions at the local level in terms of public impact. Funneling
more authority to these organizations at the expense of cities
and counties would serve to reduce the public control and
public information regarding their activities coming within
their purview.

Distortion of local priorities

Providing revenue sharing funds to special districts and
to the COGs would tend to distort establishment of local
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priorities in favor of Federal priorities. The existing rev-
enue sharing law permits cities and counties to pool revenue
sharing funds for mutual purposes. Relatively few cities

and counties have elected to do so, which suggests that there
are deep-seated reasons why there is less intergovernmental
performance of functions than natlonal planners consider
appropriate. 11

Making a Federal judgment that certain functions per-
formed by special districts or by COGs have a higher level of
priority than what the local governments would give them
ignores the philosophy that local operating officials should
decide local priorities. It would also be a deviation from
the basic philosophy of revénue sharing that there is no
reason to believe Federal agencies have a better sense of
local needs than the general purpose governments. By funding
COGs and special districts, the Federal Government would
already have determined that a particular functional area
was a priority and would have done so to the probable detri-

ment of other priorities in the metropolitan area.

It may also be relevant to note that COGs have a tra-
dition of responding to Federal initiative and Federal in-
centives. This tends to make their priorities more Federal-
than local-oriented, and to that extent COGs would be less
responsive than the general purpose governments to local
needs.

‘Muddying' up the servicing structure

One of the strongest arguments against revenue sharing
funding of nonqualifying units is that this would distort
the purposes of the general revenue sharing legislation.
There is general agreement that city and county government
needs to be strengthened and that general revenue sharing is
serving this purpose. General revenue sharing is causing
some cities and counties to review the effectiveness of their
decisionmaking processes and the means by which they set
priorities., An important point to remember is that this is
occurring within the context of general purpose governments
where a broad range of priorities are being ranked. There is
no such broad range of priorities available for ranking
by the nonqualifying units. In these cases providing funding
would mean a Federal identification of priorities since these
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units are generally dedicated to a very small number of func-
tional areas. Ffurther, the Federal Government would be more
"11kely to impose conditions on expenditures by COGs than by
cities and countles.

This is not to say that the nongqualifying units are not
important and are not performing useful services. However,
there are other currently available means which could be de-
vised to provide funding for the nonqualifying units. In-
cluding nongualifying units in general revenue sharing would
"be inconsistent with that program's basic philosophy.

If the availability of Federal revenue sharing funds
for special districts were to result in establishing more
special districts independent of the COGs as well as of the
cities and counties, there would be a further fragmentation
of urban services. This would also make it more difficult to
fix political respon31b111ty and enhance the level of polit-
ical accountability.

There is a general recognition that certain problems
overrun the boundaries of cities and counties and must be
coordinated on a metropolitan basis. But this does not re-
duire the establishment of a third level of government. In-
deed, the establishment of such a layer of government would
tend to undermine the effectiveness of the cities and counties
which must continue to provide the basic services needed.

The preferred mode should be to cluster servicing
functions at the local level because local government would
be in a better position to choose among competing priorities.
If revenue sharing money were provided to special districts,
this objective would be undernined because special districts
are not in a position to view a number of competing priorities.
In addition, the spread of special districts would tend to
undermine the potential establishment of UMJOs which, with
voting patterns reflecting the one-man-one-vote principle,
could be appropriate organizations for some metropolitan
areas. : '

The number of special ‘districts would probably increase
dramatically if revenue sharing funds were provided to them.
In many cases cities and counties would be willing partici-

pants in expanding the number of special districts because
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it would relieve the financial pressures on cities and coun-
ties currently providing the services which could be provided
by a special district. However, the net effect of adding more
special districts would be to further fragment local decision-
making and to move functions to units which are inherently
less responsive to citizen priorities and participation. This
would reduce the accountability of public decisionmaking just
to resolve a short-term funding crisis. It would be prefer-
able to remove the financial and legal barriers to perform-
ance of the functions by city and county governments.

The provision of revenue sharing funding to special dis-
tricts would give many faltering units a new lease on life.
" A preferable tendency would be for cities and counties to take
over some special district functions so that they could be
better integrated into the total local priorities system.
Revenue shar ing funds might make it possible for some cities
and counties to regain control of functions previously spun
off for economic reasons.

If COGs become financially stable, some might try to
change their role as metropolitan planning units and facilita-
tors for Federal funding. For example, a COG could initiate
regional services in areas such as transportation planning,
solid waste disposal, and environmental preservation activi-
ties involving air and water pollution. Howeveyr, they may
also attempt to operate in the areas of housing, recreation
and parks, community facilities, some social services, and
public safety. Once established as operating entities, COGs
would compete with cities and counties for new funding
sources, such as user fees. In his paper Ted Kolderie declares
that the metropolitan bodies receiving revenue sharing will
not become involved with operational functions. He seems to
base this opinion primarily on the Minneapolis-St. Paul ex-
perience. However, there is some reason to believe that model
is rather unique and that other metropolitan organizations
would try to take on organizational functions.

Effects on intergovernmental relations

Providing revenue sharing to regional organizations, such
as COGs, may have negative effects on intergovernmental re-
lations by causing conflict with local governments. Although
COGs are the creatures of local governments, in reality
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membership on the COG board is a subsidiary responsibility

for a city or county elected official or even for an appointed
board member who is acting as a citizen volunteer. There is
rarely sufficient timé to become heavily involved in what the
COG staff is really trying to accomplish. In addition, COG
chairmen generally hold that post only 1 year, after which it
is rotated to another member.

ol As a consequence, the staff tends to set the agenda for

~ the COG. If the staff were to find itself in a position where
its revenues were assured through direct Federal funding,
it could presumably become both more aggressive in terms of
the functions it tries to provide and less responsive in
adapting its methods of operation to the specific desires of
city and county elected officials. The result would be more
interference in local government functions.

Further, some observers believe that COG staff direc-
tors tend to be more responsive to specific Federal policies
than to implementing the agendas of the local city and county
elected officials. The pressures on the elected officials to
move carefully in politically sensitive areas are just not
felt as strongly by the staff. Some staffs view their role
as that of catalysts attempting to advance regionalism at
~any cost. The availability of independent Federal funding would
seem to increase these tendencies on the part of the staff.

Still another issue is the relationship of States to

- COGs. Cities and counties view COGs as their creation and,
in fact few States have taken positive efforts to enhance
the effectiveness of COGs by providing funding or other
encouragement for their missions. Nevertheless, the avail-
ability of direct Federal revenue sharing to COGs would tend
to reduce the likelihood of States' ever having any substan-
tial influence on COG operations. Considering that both in
the Canadian experience as well as the Twin Cities and At-
lanta cases, the role of provincial/State government has
been pivotal, anything that would tend to keep the States
from promoting local government cooperation would have to be
viewed as a potential negative effect of revenue sharing.

Another potential problem inherent in the proposition

that COGs should receive Federal revenue sharing is that
staffs of COGs have, historically, been heavily oriented
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toward physical planning efforts. Federal encouragement for
these organizations to move into other functional areas might
disrupt the uneasy balance of power in terms of the alloca-
tion of functions at the local level. The decision as to
which level of government should provide which services may
vary from region to region. It would be inappropriate to es-
tablish a federally financed norm that all COGs should handle
certain kinds of functions just because they have Federal
money to do so., This would not only lead to jurisdictional
‘disputes at the local level but, to the extent that city and
county interests were sublimated, to further fragmentation of
decisionmaking. Cities and counties have to remain involved
in all the basic functional areas inhto which COGs might

wish to move.l2

Even if COGs were to stay in the plannlng area and use
their new-found Federal revenue sharihg money to enhance
planning efforts, the actual operational implementation of
the kinds of plans that COGs might agree upon would all have
to come from the general purpose governments which hold most
of the cards in metropolitan decisionmaking. To use Federal
money to develop plans which are aggressive and even far
s;ghted but be unable to implement them because of the in-
adequacy of city and county resources needed to operate such
,programs would only serve to raise expectations of the citi-

zens in the metropolitan area without providing any real
benefits to them. :

Finally, while revenue sharing funds would make it pos-
sible for COGs to engage in functions they do not now perform
effectlvely or at all, the mere availability of funds would
‘not give them any new enforcement powers or make them more
effective in implementing programs. COGs need more than an
‘infusion of new money to be effective.13 They need State
legislative support as well as local cooperation. Part of the
threat to local government is that States might give more
powers to COGs if they were receiving revenue sharing funds.

Even if it were desirable to strengthen COGs at the
expense of cities and counties, it is questionable whether it
is possible to establish COGs strong enough to bring about
effective coordination. While in States such as Minnesota
and Georgia the legislature may respond by providing COGs
with all or some of the powers necessary to provide this
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level. of coordination, it is more likely that cities and
counties would maintain most of their current powers. The
result could be a deadlock in terms of local government co-
ordination. Decisions would be delayed or not made at all,
and the costs of local governments would continue to esca-
late.

A more positive approach might be to link the moderniza-
tion efforts of ACIR with what Victor Jones calls "an inter-
governmental approach to improving the quality and capability
of state and local governments." Jones proposes the establish-
ment of Regional Advisory Commissions on Intergovernmental
Relations in the 10 Federal regions.

Effects on modernization of
geheral purpose governments

From a structural, functional, and procedural standpoint,
there are many alternatives for governmental modernization.
Table 1 summarizes the most appropriate ones. However, there
are numerous barriers to achieving modernization through
these mechanisms, and the extension of revenue sharing money
to COGs, special districts, and other nonqualifying groups
would create another. It would mean that the scope of city
and county government activities ultimately would be reduced.
If, in addition, less money would be available for city-
county revenue sharing, these changes would inhibit the in-
volvement of cities and counties in new functions and hinder
improvement of ongoing ones.

Demands for more effective performance and leadership
by the city or county at the same time that the scope of their
operation is being reduced would frustrate the leadership
of the cities and counties. The probable effect of all these
pressures is that it would be more difficult to get public
spirited groups to invest their money as well as their time
in securing new home rule charters where they are needed,
updating existing charters which have become outmoded, es-
tablishing city-manager-type governments, or otherwise up-
grading the professional caliber of local government admin-
istration. '
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Table 1.

Feasible Alternatives for Governmental Modernization

Intergovernmental cooperation not requiring functional
or structural change.

--Informal cooperation.
--The consultative council of governments,

Facilitating measures.

--The compact.
-~-Extraterritorial jurisdiction.

Functional changes without signficant structural changes.

--The service contract.
--Functional consolidation.

Functional approaches with significant structural impli-
cations but whose primary role is to provide urban or
regional services.

--Transfer of functions.
--The single purpose special district.
--The regional agency.

Structural changes on a less than metropolitan basis.

~-Incorporation.
--Annexation,

--Geographical consolidation.
--County home rule.

Structural changes on a metropolitan basis.

--The authority.

--The multipurpose special district.
--The operative council of governments,
--Metropolitan government.

Source: Thomas P. Murphy, Metropolitics and the Urban County

(Washington: Washington National Press, 1970), p. 27.
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Both the need and the motivation for modernizing local govern-
ment would tend to be reduced in the public mind as well as

in the minds of State legislators who must pass the legisla-~
tion to provide for home rule charters or for local govern-
ments to reorganize their structures, finances, and roles.

Providing revenue sharing funds to nonqualifying units
might actually reduce the likelihood of local government
modernization. The experiences in Miami, Nashville, Atlanta,
and Jacksonville, among others, have shown that moderniza-
tion is most likely to occur when there is a crisis and there
is strong local leadership. 4

Ted Kolderie suggests that providing revenue sharing to
COGs would galvanize local governments into action to meet
the challenge of COGs. He takes this position on the assump-
tion that there would be both a State and a regional policy
on local government modernization. He asserts that with re-
gard to modernization

"we should give first attention to the relation-
ship that contains the greatest potential for
meaningful change * % * which is the movement

of proposals from a statutory representative
responsible regional body into the legisla-

ture of the state.”

Again, the Twin Cities experience is not necessarily an ap-
propriate model for metropolitan areas in other States.

A further proliferation of special districts and the
consequent fragmentation of governmental operations at the
local level would make even more essential the establishment
of a powerful metropolitan coordinating group. The record of
effective coordination between general purpose governments
and the special districts is not very good in that the special
districts generally have too much independence and do not
collaborate unless it would be in their interest.

Funding special districts directly through revenue
sharing would also give them additional money to move into
new areas of operation. In one-county metropolitan areas,
the county can play a coordinating role--but would be
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unlikely to do so if, as often happens, it was unable to pre-
vent establishment of the special districts in the first place.
The only other candidate to oversee cities, counties, and
special districts in complex metropolitan areas would be a
very strong COG.

Establishing a very strong COG would alter the powers
of cities and counties and, thereby, reduce the attractiveness
of such city and county offices to both elected and appointed
officials. It would also fragment decisionmaking in the sense
that cities and counties would still have to be involved in
the kinds of functions COGs might try to provide. The net
effect would be to reduce the likelihood of local government
modernization.

The injection of Federal revenue sharing funds into COGs
would obscure the issue. It would provide a theoretical al-
ternative to further local government modernization efforts
which, though attractive to regionalists, might not be
realistic in the long run. In any event, the very possibility
of a COG performing a city or county function which presented
a servicing problem would provide an alternative. It would
take the pressure off the need for a local government to
restructure its priorities or its management to accommodate
that particular problem.

Apart from despair over ever solving problems in cities
and counties, the hopes raised by having really operative
' COGs will draw off some citizen leaders attracted by the
macro approach to metropolitan problems. These are the same
leaders who might otherwise be available to help reorganize
city and county governments. In addition, public attention
will be directed by newspapers and media to the "new hope"
in contrast to the "old system" that failed.

Providing revenue sharing money to special districts,
for example, is likely to provide cities and counties with
an outlet for resolving a problem without having to take any
steps to modernize the city or county unit, This kind of
resolution of the service crisis will further fragment
decisionmaking and introduce new vested interests which will
be barriers to change and modernization. It will also mean
that special districts which were ready to go out of business
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or to be consolidated into city or county governments will
receive a new lease on life so that this kind of moderniza-
tion will not occur.

Other ways of funding nonqualifying units

An alternative to direct funding of the COGs with Fed-
eral revenue sharing would be the establishment of incentives
for general purpose governments to define more extensive
agendas permitting COGs, under local government control, to
expand into whatever areas are logical in a particular metro-
politan area. This would be consistent with the philosophy
of general revenue sharing and its stress on strengthening
general purpose governments because it would be cities and
counties that were making the decisions to use the COG as
their instrument. ’

There would seem to be an ideal opportunity here to
provide revenue sharing to cities and counties, but with pro-
visions that whatever revenue sharing money is used in inter-
governmental ventures (up to a specified limit) be matched
- by Federal funds. In this way, cities and counties would be
guaranteed that the whole would be greater than the sum of
its parts and yet they would not be creating a Frankenstein
at the COG level. The COG's policies and decisions would
still be made by its boards of directors which would be com-
posed primarily of elected city and county officials, and,
if the COG was unable to reach decisions or operate effectively,
the cities and counties could reduce their financial contribu-
tion. o ' )

Other changes might be necessary to strengthen the per-
centage of control which elected officials have over the
COGs so that they would be more willing to assign their re-
sponsibilities. One of the barriers to making the COG a more
viable organization is its voting system. Availability of
potential Federal bonus payments might induce COGs to intro-
duce voting systems more closely approximating the one-man~
one-vote principle., If this were done, the larger jurisdic-
tions in the metropolitan area might be more willing to per-
mit the COG to move into areas where it could reasonably
operate. '

Still another alternative for prQViding additional funds
to COGs without taking money away from cities and counties
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would be to amend the law to permit bonuses to States which
provide some specified level of support to COGs. A similar
provision appeared in one of the early revenue sharing bills.
However, even this provision, which was eliminated, was
viewed by city and county officials as weakening the power

of general purpose governments at the local level. Their
reasoning was that, if the States take over the major funding
of COGs, they would have an inordinate amount of power in
the COGs., COGs were originally created by the cities and
counties to serve whatever mutual needs they might identify.
Turning COGs into instruments of State governments would in-
crease the power of States in local government affairs and
reduée the power of cities and counties.

There is another argument against bonuses to States or
bonuses to local governments for applying revenue sharing
funding to regional projects. The reason for these bonuses
is to encourage cities and counties to find it more attrac-
tive to engage in regional activities on a joint basis. To
the extent that they are seduced into syphoning off part of
their general revenue sharing money toward regional activi-
ties, they would be reorienting their local priorities to
- conform to Federal priorities. That is, cities and counties
are able now to engage in joint projects with their revenue
sharing money. That a very small number have chosen to do so
suggests that there is something artificial about this pro-
cess. Obviously, cities and counties feel intensely that
some of their internal problems are more worthy of a high
priority in terms of spending revenue sharing funds. If this
is true, should the Federal Government override this funding
of local priorities and induce the cities and counties to
distort their view of local priorities?

An option available to increase the willingness of city
and county governments to take more policy control over the
delivery of governmental services in a metropolitan area is
to strengthen these general purpose governments. For example,
if counties were given control over new incorporations and
the establishment of new special districts within their éOunty
boundary, this would make them stronger. One way to implement
this local government modernization would be to provide States
with revenue sharing incentives in the form of increased
revenue sharing if they gave such power to their counties.
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The role of the State in local government modernization
is also pivotal. There should be revenue sharing incentives
for States which encourage local governments to modernize by
providing home rule charters to counties and cities, to es-
tablish central personnel offices, to require professional
gualifications for assessors, to set minimum levels of train-
ing for city and county law officers, to promote the estab-
lishment of housing authorities, and to encourage joint pur-
chasing agreements and the joint development of waste
treatment and other public facilities by local governments.

States might be glven some amount of revenue sharing
money to be used specifically for the purpose of improving
the effectiveness of local government organization and per-
formance within the State. Cities and counties could then
apply for this money to fund charter commissions and moderni-
zation commissions. In addition, they might be rewarded for
management improvements.

Reorganization or modernization always threatens some
existing power centers. This means that at least some local
officials who have a vested interest in preventing a change
or modernization in the system can argue that there is no
money available in the tight city or countvy budget for staff
support to citizens commissions or charter commissions. The
availability of State money which could be used for no other
purpose would facilitate these modernization efforts, void
this argument, and provide a target which concerned public
interest groups and local citizens could pursue. This pro-

- gram could be supplemented by State grants as a reward for
demonstrations of increased product1V1ty in the delivery of
services.

CONCLUSION

Revenue