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i ties and interactions
 occurring between or among
~ governmental units of all types and

el within the US,. federal sptem.

; y ?.r .' s “f : b.“
“hattle lines” were drawnlover such issues, and others like them, sugges
that the nature of U.S. federalism is not merely the subject of abstract or ¢
ceptual debate (although itis that, too).

Federalism is a widely recognized feature of American government,
federal system consists of a hational government and state governments ¢
ing independently of each other in the same territory while commanding
loyalties of the same individuals as citizens of both state and nation. Und
the Constitution, the powers of all governments are drawn from the same
damental source—the sovereign people—and are exercised concurrently. S
in turn, are composed of numerous subjurisdictions, such as cities, coun
municipalities, townships, and special districts, which are dependent entit
chartered by the state. The original rationale for establishing a federal systq
in the United States was to prevent the concentration and misuse of power
a strong national government. The states were viewed as counterweights and;
protectors of individual liberties against the national government—and mang
are again coming to view the states in that light. f

The nature and operation of federalism have been the subject of m
controversy since the founding of the Republic. Referring to our basic g
ernmental structure, former Vice President Al Gore observed that “Ame
was born angry at government. We were so sick of the [distant and insensitiy;
English crown . . . we quit colonialism before we had something else lin
up.”! Indeed, this nation was later torn by civil war that resulted from con
over the twin issues of slavery and the extent of the states’ authority to opp
the national government. Since the New Deal in the 1930s, and with risis
emphasis in the last few years, many Americans (including public officials of
both major political parties) have expressed concern about the wide-ra -
authority of the national government—perhaps most prominently, in 200
relating to the economic stimulus package and, in 2010, to financial reg
tion and health care reform. These concerns focus on, among other things;
how the expansion of that authority has affected state and local governm
powers. In turn, the states’ relations with—and influence over—their res
tive local governments have increased in importance. There have also b
growing concerns about citizens’ power to retain a significant measure of co
trol over governmental structures at all levels in the federal system. 3

Public administration is at the heart of many of the questions and controg
versies that have characterized contemporary federalism. The two have
reciprocal effect on one another. The administration of national governmeé
programs requires recognition of, and accommodation to, the existence, prero
tives, and preferences of states and localities that have their own decision-maX
apparatus and political majorities. At the same time, the growth of bureaucra
all levels of government has helped to reshape the federal system.

In this chapter, our concerns will include (1) the definition of federa i
and a brief historical review of its evolution; (2) the rise of intergovernmen

relations (IGR), the multitude of formal and informal contacts antof




amental entities throughout the federal system, and the ways in which
ce have modified federalism as a formal concept; (3) the expansion,

960, of financial assistance from the national government to states and
ties, with accompanying shifts in leverage/exerted by the former over
e latter, and since 1980, changes in national governmentaid, together with
duced leverage in the hands of national officials for pursuing national goals
rough state and local action; (4) administrative and political consequences
nereased intergovernmental aid, especially administrative complexity and
Jareaucratic controls accompanying national government grants, and the
esulting political conflicts, including a rising public backlash against hoth
' ment unfunded mandates and the professional public administrators
nonsible for managing intergovernmental programs; (5) growing concern
about managing homeland security and antiterrorism initiatives within the ex-
IGR and grants system; and (6) questions about the future course of

iR, including the impacts of diminished national government fiscal support
for many of its own activities as well as those at state and local levels.

. Two comments are in order about key terms in this discussion, namely,
ul and federalism. First, technically, federal describes the formal relation-
among different levels of government and various qualities or character-
f those relationships. In a more colloquial sense, however, many people
o the national government as “the federal government.” Such usage,
iich has roots in debates over ratification of the Constitution in the 1780s,
can Jead to confused thinking about contemporary.federalism and IGR. In this
ter and elsewhere, when reference is made to the national government, that
rally the phrase employed; federal is used in its more technical sense, for

of clarity.
Second, federalism has been used to refer to one variety of federal
nce—namely, with the main emphasis on states and state authority (by
ication, at the expense of national government authority). In contrast,
ien we use the term federalism in this chapter and elsewhere, we will be re-
1ing to the fundamental distributions of power between national and state
iments rather than to any particular version or “brand” of federalism.

€most elementary definition of federalism suggests that it is a constitutional
on of governmental power between a central or national government and
Gt 0_f regional units (such as the American states, Canadian provinces,
S?iSS cantons); that; under a federal arrangement, both the national and
e al governments have some independent as well as some shared powers

Etheir citizens; that neither government owes its legal existence to the
h(as local governments in the United States do to the states); and that,
hatter of law, 1_1§it}/1qr may dictate to the other(s) in matters of structural
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unfunded mandates

federal (or state) laws or
regulations that impose
requirements on other
governments, often involving
expenditures by affected
governments, without providing
funds for implementation.
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tion clearly implies that the regional governments have substantial indepens

_-and, as government generally became more active in dealing with problem

organization, fiscal policies, or definition of essential functions. This defini..

dence from the national government but that both may exercise powers of !
government directly over their citizens. It leaves unanswered, however, some -
pertinent questions about how authority is to be exercised simulianeously by
different units of government sharing jurisdiction over the same territory:
and citizenry. ' T
Federalism is also an explicitly political arrangement. This relates iy
important ways to how power in a governmental system is distributed'-
structured, and exercised. A federal arrangement is designed to restrain and |
counteract centralized power through multiple centers where decisions are
made in widely scattered geographic regions. Such a system, with sep
rate, legitimate, and authoritative government units operating individually
within the same overall territory, makes it less likely that a central governs
ment could achieve an excessive concentration of power, which might en-
danger individual freedoms. Finally, federalism has an increasingly importa
fiscal/administrative dimension. This pertains both to the operations of go
ernment programs that have impact on at least one other level or unit of
government and to the growing complexity and interdependency of pro-
grams created, funded, and managed by different governments. Later in th
chapter, we will treat the phenomenon of intergovernmental fiscal relations:
in considerably more detail. 1
In the early 1800s, the U.S. Supreme Court defined some essential
boundaries in national-state relations, with long-term implications. T’
fundamental issue was the scope of national authority, particularly when it
overlapped and conflicted with state powers. Specific questions included'$
whether states could tax national government agencies (they cannot, un
MecCulloch v. Maryland, 4 Wheaton 316 [1819]); whether the national powe
to regulate interstate commerce superseded state regulatory actions, sett
up conflicting rules (it does, with some exceptions); and whether the state
could interfere in any way with national enforcement of national laws (they:
cannot—though in recent years, as we shall see shortly, the Supreme Court
has handed down a series of rulings that have changed the rules of the game:
in this regard). Some other issues were resolved in Congress and by presiden=
tial action. The question of slavery, however, proved unsolyable through
political system. This failure, coupled with irreconcilable differences (related:
to slavery) over national versus state sovereignty, resulted in the secession 0f
the South and the creation of a confederation of eleven states. The Civil
followed, culminating in a Union victory that was both military and politic
slavery was ended, the Union was preserved, and a federal——uotecpnfede '
(state-centered)—system was reaffirmed. Al
The next half-century was a time of transition in American federali
‘Many basic decisions affecting the legal structuring of federalism were resoly
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ome forms of joint er overlapping governmental activities became Lt

-ommon. A number of new national programs combined participation | PO

ially) state governments with use of the first cash grants-in-aid from ', <

nal government to the states; early examples included agricultural '

n programs in 1914, federal aid for state highways in 1916, and the o
al Education Act of 1917 Fundamental structural-legal questions ¥

ceding in importance, but modern IGR was still being defined within

der federal context.

' Intergovernmental Relations: The Action =

' side of Fedevalism = i o

: — i

rgmmmml relations is a relatively new term, having come into com-
ge only in the past sixty years. It designates “an important body of
¢s or interactions occurring between governmental units of all types

s within the [U.S.] federal system.” In the words of the late political

-state and interstate relations (the areas traditionally emphasized
1dy of federalism), as well as national-local, state-local, interlocal,

ne i:fhe fact that the consequences of IGR are often unpredictable
cision making is hidden from public view. There is no direct elec-
nd decisions shift from year to year with no particular direction.
ré is no policy-making body, no executive, no legislative, and no judi-
oversee the results of billions of dollars transferred to states and
| governments from the federal government. Predictably, this lack of
ncy leads to considerable inequities in the distribution of federal
ney tostates and cities.

A second feature of IGR is that, although we speak of IGR in the abstract,
ividual actions and attitudes of elected and appointed officials deter-
what kinds of relations exist between units of government. Understand-
R has to be formulated largely in the context of human relations and
behavior. Who the officials are, the roles they play in the governmen-
, their policy views, and the interests they seek to promote all have a
fing on the conduct of IGR. _

d, IGR does not refer only to occasional interactions, single con-
formal agreements. Rather, it is a continuqus series of informal
‘and exchanges of information and views among government of-
med at solving shared multigovernmental problems. Virtually all
reas have an intergovernmental dimension, and some are almost
/ the product of shared policy formulation, implementation, or
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controversial statute that
[e@uthaﬁ:ed the Elementary
d Secondary Education Act in
02 and established national
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financing. Examples of such policy areas include homeland security, air and)
water pollution control, criminal justice, agriculture, education (a promj
nent example was the No Child Left Behind Act [NCLB]), and tran
portation. The fact that policies are fashioned through intergovernmen
processes, however, does not always mean that government officials agr
with one another on all or even most major aspects of a program. IGR cay
be cooperative, competitive, conflicting, or a combination of all three ang
still be IGR.
Another key feature of IGR is the involvement of public and private, go
ernment and nongovernment, officials at all levels. Clearly involved are ch
executives and legislators in Washington, state capitals, county seats, and
halls, because they formally promote and enact the programs that constitu
IGR. As appointed administrators at all levels of government have assu
greater responsibility and as IGR has become more pervasive, intergove
mental administrative relations have taken on ever greater significance. Ang
although we speak of intergovernmental relations, many public purposes ar
accomplished through nongovernmental institutions and organizations. Thus;
IGR, properly understood, also includes the public functions of organizations}
not formally part of any government, such as voluntary action groups, civi ¢
organizations, and the United Way. R
Action in the federal system is often taken on selected parts of a gene;
problem rather than on the total problem area; that is, decisions are fragm
rather than comprebensive. Governments are prone to act in response to re
tively specific pressures for narrow objectives and find it difficult and pr
cally “unprofitable” to do otherwise. Thus, although government policies
in areas such as water quality and air pollution control, no single policy govers
the nation’s approach to environmental quality. Similarly, there are policié:
concerning urban mass transit and public housing, but there is no one ove
urban policy. A major reason for this is the ability of literally hundreds of g
ernmental agencies at all levels to act independently of one another. When
policy emerges, it is usually in incomplete form and, in the majority of cas
lacks a centrally coordinated direction.* Contributing to this, of course, is' th
fact (discussed in Chapter 2) that the national government itself is far from
monolithic entity. According to Russell L. Hanson:

The structure of intergovernmental relations is ... a federal one in which

the powers and responsibilities of government in general are shared
among specific governments. However, the sharing of power and responsi
bility is not equal, nor is it unalterable. As a result, the structure of authority”
[in IGR] tends to-be father loose, and it invites frequent clashes between’
governments over the right to make certain kinds of decisions. Confli
often arises in the cours bf day-to-day interactions between FOVErRINENIS |
they seek to define and redefine their relationships with one another n
order to satisfy the demands of their respective citizenries.” )
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. usc a wide spectrum of political opinions and issue prefer(,nces are
din the multitude of national government activities, it is Inaccurate
I of what “the national government” desires, intends to do, or is
"domg The same may be said, though perhaps to a lesser extent,
- state and local governments as well. Thus, when different govern-
:3 try to integrate their efforts through cooperative activity, their
aertakmgs may well be based on a foundation of programs that are
’i’stgnt in intent, design, or execution. IGR is characterized both
lack of central direction and by some efforts in recent decades to
e it.
‘\19 IGR involves virtually all governments and public officials, it is
ormal and very dependent on human interactions, and it 1nvolves
oﬁt and private sectors. A vivid example of IGR at work dates back
id-1950s, when President Dwight Eisenhower secured enactment in
s of legislation creating the Interstate Highway System—a major ex-
of the existing system of roads. All “federal” highways, but especially
ate system, involve national, state, and local road officials (as well as
tcontractors and many others) in continuing and frequent contacts—
iention chief executives and legislators at all levels who are involved in
and management decisions on a regular basis.

ﬂbfmg of America

ory Channel's 2010 documentary The Crum-
ierica examines the decaying infrastructure of
roads, bridges, sewer and water systems, and
grid. The documentary, released during the same
: '(': water Horizon oil spill in the Gulf of Mexico
ls de5|gned to call attention to the weakened

intained necessities of infrastructure across
'Siates Expert interviews, on-location filming,
graphs are used throughout the documentary
ize 't;he urgent need for federal, state, and local
it attention and collaboration.

mental relations factors greatly into the

America. Legisfation concerning maintenance, rehabilita-
tion, and replacement has not been passed in a timely or
efficient manner; leading to delayed response—or lack of
response completely. Policy makers are hesitant, or un-
willing, to address the grave issue often because of cost,
both political and financial.

The involvement of public and private, government
and nongovernment, officials at all levels is needed
to accomplish goals as encompassing as rebuilding a
nation’s infrastructure. Appointed administrators at all
levels of government have assumed greater responsi-
bilities as IGR has taken on even more significance in

1G5

made (or not made) concerning things such
g bridges, repaving streets, cleaning the water

' dif‘nlnatlng unnecessary health hazards caused

- Tat_lng infrastructures. Federal, state, and local
i must work together in order to pass leg-
move; forward with rebuilding and restoring

0

Vil
J

i

recent years.

When faced with a nationwide crisis such as a crum-
bling infrastructyre, what issues need to be addressed
and resolved within IGR in order to bring about change?

Source: http://shop.history.com/the-crumbling-of-america-dvd/detail.
phplp=104694, accessed April 18,2011,

S —




106 PART 1 B The Context, Nature, and Structure of Public Administration in America

Dual Versus Cooperative
Federalism

¥

Dual Federalism Cooperative Federalism

Cooperate
on some
policies

State Govemmelnl‘s

_“Layer Cake" “Marble Cake”

Source: © 2013 Cengage Learning,

Historically, the evolution of federalism and the emergence of IGR ha
been accompanied by continuing disagreements and tensions over just hg
national and state governments were to relate to cach other. Scholars and o
ers who have studied federalism often have referred to two competing co
cepts or models, in distinguishing between two broadly different viewpoint
Figure 3-1 illustrates these concepts, known as “dual federalism” and “cooperati
federalism.” Under the dual federalism approach symbolized by a “layer cak
analogy, the functions of national and state and governments are separate
distinet from each other. On the other hand, under the cooperative federalis
approach, symbolized by a «marble cake” analogy, the functions of nation
and state governments are mingled—some say, deeply intertwined—a
exhibit widespread patterns of cooperation and mutual support. Disagre
ment exists among both scholars and practitioners about the extent to whi
each of these models has existed, in our history—let alone which one is to
preferred over the other!

The Courts and Intergovernmental Relations I,

The role of the courts (especially the U.S. Supreme Court) in shaping fed
alism has been very significant throughout much of our history. But if an
thing, it has become more prominent in the past sixty years, and especial
since 1990. Indeed, both national and state judiciaries have been called
to resolve federalism-related disputes. Especially under the leadership

the late Chief Justice William Rehnquist (1999-2005), the U.S. Suprel

" Court handed down significant rulings directly affecting the relative auth

ity of state and national governments. Most, though not all; of these rulid
favored state authority at the expense of both national authority and citiz
- rights and remedies. Among other things, the Supreme Court “curbed congf
sional power under the interstate commerce clause,” and “limited congressio!
legislative authority to protect minority groups under Section 5 of £
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endment.”” These decisions dealt.with issues as diverse as age and
¢ discrimination, handgun control, minimum wage, employment con-
ons, and civil rights. Some have even suggested that the Supreme Court
heen engaged in a so-called “federalism revolution,” in which a central
4lias been to more firmly fix the boundaries of national versus state
ority.”® As part of that effort, the Coutt frequently has acted to “restrict
itory claims against state and local governments”—in effect, further
thening the freedom of state governments to act on their own, with-
g"aj challenge.’

or example, in 1992, in New York v. United States (505 U.S. 144), the
ruled unconstitutional a 1985 federal statute that in the majority’s view
.ded the legal boundaries for national government activity established
‘Tenth Amendment to the Constitution. The statute, dealing with low-
adioactive waste, had directed state governments to implement a federal
atory program. Three years later, in United States v Lopez (514 U.S. 549),
imi iti regard to the Gun-Free School Zones
is statute on the basis of its authority
late interstate commerce, but the Court ruled that provisions of the
went beyond the scope of the commerce clause, and were therefore in

n of Congress’s powers.
the case of Alden v. Maine (527 U.S. 706 [1999]), the legal question at
as whether the state of Maine could be sued in its own (state) courts
er the federal Fair Labor Standards Act, Again, the majority opinion
f state over national authority by holding that the powers delegated to
\Congress under Article I of the Constitution do not include the power
ubject nonconsenting states to private suits for damages in state courts,

ent, the relatively obscure provision giving state governments im-

from being sued in U.S. courts without the states’ consent. The Alden

affirmed the earlier ruling, and strengthened the legal reasoning set
that decision.

0 United States v. Morrison (529 U.S. 598 [2000]), the Court ruled that

gress’s right to regulate interstate commerce does not include permitting

eral court, when alleged private

Court rulings (many of them by narrow 5-4 majorities) has been
the national government’s legal and administrative authori ty, and to
‘nore (Iﬁ'scrctionary authority in the hands of state (and, by extension;-
 Officials, :
Not all Supreme Court decisions have invalidated or narrowed
% government authority. For example, early in 2004 the Supreme -
fuled that the U.S, Environmental Protection Agency (EPA) has ~




~ preemptions

i _the assumption of state or local
- program authority by the federal
~ government.

eminent domain
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borders, the EPA retains significant enforcement authority regardlng

-residents who challenged the loss of their property had contended that w

pover of governments to take
~ private: property for a legitimate
~ public purpose without the
- owner's consent (although
=gmrnments are required to pay
-an owner “just compensation”
 [a fair price]).

e

‘.1 | ‘.';g/ B
authority, under the Clean Air Act of 1970, to “override state officials ,
order some anti-pollution measures that may be more costly.” Althomg
state officials can make some decisions involving facilities within th

1970 statute.!® In addition, this decision is an example of a growing p
nomenon known as preemptlons—legal actions by federal courts or ag
cies to preclude enforcement of a state or local law or regulation. Tk
direct assumptions of power have increased significantly during the p
three decades, even as prevailing judicial philosophies have pomted in vgy
different directions.!!

And in mid-2005, in a highly controversial decision, the Court gre;
expanded the power of local governments in relation to the property rightsig|
private citizens. In Kelo v. New London ([Connecticut] No. 04-108), the Cg ‘;‘-_
ruled that local governments may seize people s homes and businesse ~
even against their will—for private economic development. It was 2 decisig On
“fraught with huge implications for a country with many areas, particulag
the rapidly growing urban and suburban areas, facing countervailing pres
sures of development and property ownership rights.”!? The New Lon

the city government could properly take private property for a “clear puby

use, such as roads or schools, or to revitalize blighted areas”—under the
established power of eminent domain—it should not be able to take privaf
property “for projects such as shopping malls and hotel complexes, to ge
ate [local] tax revenue.”’3 But the Court (again in a 54 decision) ruled a
the property owners and in favor of this exercise, by the city of New Lon
of eminent domain power—sparking, among other things, a growing numb

in this regard.

Three trends are worth noting with regard to recent Supreme Cc
federalism-related decisions. First, “the Court did not invalidate any cong
sional statutes on federalism grounds after 2002”14 Second, under Chief_
tice Roberts the Court has allowed the Rehnquist Court’s decisions in thi
to stand with virtually no change. And third, while decisions of the Rehng
Court were often supportive of state government authority, the Court
not overturn a single judicial precedent that supported the basic element
either the Franklin Roosevelt New Deal of the 19305 and 1940s or Lyn
Johnson’s Great Society of 1965-1969.

The courts, then, have been highly influential in shaping the or
zation and operation of—and within—the federal system. The contint
expansion of IGR has served only to increase the reach of judicial de:
making because more governments and their actions are potentially affe
by any given ruling. This expansion is testimony to the incréased comp
within American federalism, and it is that subject to which we now turs
attention.




s under the presidency of Franklin Roosevelt, a Democrat, that
onal government activity underwent a quantum leap in terms of scope and
) ity, and IGR bécame more closely interwoven with general (and more
ralized) governmental undertakings. With little fanfare, but steadily, in-
svernmental aid and joint efforts became more Important components
blic policy making. Thus, for example, national government grants for

il highway construction and maintenance (begun in 1916) became more

1erous; grants for urban renewal became more widespread; and direct aid to

an governments for airport construction and other transportation purposes
¥

appeared on the scene." After the Great Depression, federally funded
and local social welfare, along with farm support and public-assistance
ucracies, gradually replaced voluntary sources for aiding those in need.

n the 1950s, under Republican Dwight Eisenhower, the pace of national gov-

ent expansion slackened but did not stop completely. Significantly, it
st after Eisenhower took office in 1953 that the Department of Health,
tion, and Welfare (HEW) was created, paving the way for later expan-
f grants and other provisions relating to social services. Throughout the
19301960, increased national government activity and the rising im-
mce of IGR paralleled one another and often coincided. With the advent
1960s, however, IGR experienced its own quantum leap into new forms
impacts,
the last five decades, the structure of IGR has been transformed
rapid proliferation of financial transactions among different levels
ernment; by the development of new and often permanent link-
mong program administrators at all levels; by the establishment of
rms of government at what is called the “substate regional level,”

125 local-level “special districts” (providing many services, including

b
]

education, and transportation), economic development districts, and

h planning agencies; and by the issuance of literally thousands of rules,
lines, and re_gulations—collectively known as mandates and often
\panying fiscal aid packages—to hundreds of governmental units (see
pters 9 and 10). This expansion of national government power has
d political controversy of various kinds, resulting from the complex-
sociated with increasing numbers of federal grants and their accompa-
egulations. Despite the best efforts of state and local elected officials
pace with the rapidly changing rules of the game, there is growing
that the national government' may have acquired excessive influ.

er state and local decisions. Also, many citizens apparently believe
€se same complexities have weakened the, people’s control over many
'€ activities and decisions of government that affect their daily lives

er directly or indirectly.
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: scal federalism

complex of finandial
sactions, transfers of funds,
accompanying rules and
[ations that increasingly
aclerizes national-state,
ational-local, and state-local
elations.

It is also true, however, that we rely heavily on state and local govery
ments to implement domestic policies, including those established by tha'
national government. That is one reason. that IGR, in general, and especially.
its fiscal side, is so important to understand. In recent years, IGR has beey
affected (though more indirectly) by another change: the growing servig :
delivery roles of nonprofit community organizations and various for-profi
organizations in the private sector. Since 2009, the broad policy initiatives -‘3;}
the Obama administration, combined with greater fiscal constraints and pre
sures at all levels of government, have introduced significant new dimensi
to the operations of the U.S. federal system. These developments have posed _ 1.
immense new challenges to those responsible for effectively administering ek
government programs in a constantly changing environment. That thes
velopments have been largely interrelated has made coping with them all
more difficult.
Several principal themes stand out. One is the importance, in this ¢
text and in broader terms, of government purposes organized by funct
Functional alliances have tended to dominate contemporary IGR (mu
they have done in “subsystem politics” at the national level) and, as a resi
have become centers of ongoing controversy. A second theme, closely link
to the first, is the growing political and managerial struggle between elect
public officials and administrative/functional specialists (and their respecti
political allies) for control of major IGR program directions. A third, broad
theme focuses on the tensions between forces promoting greater central
tion in the general governmental system and those favoring decentraliza
(including a lessening of national government regulation of state and la
government activity). Nowhere is that issue more crucial than in the fed
ism/IGR realm, since a prime purpose of federalism is to prevent exces
centralization of governmental authority. Deliberate efforts both to cen
ize and to decentralize government programs have been numerous. Calls foF
downsizing, decentralization, and deregulation have been gaining ground i
the past thirty years, and reinventing government implicitly (if not expli
puts considerable emphasis on decentralizing government functions in
to put them within easier reach of popular control. All these themes hav
cal, administrative, and political dimensions.

'Intergovernmental Fiscal Relations

Intergovernmental fiscal relations, also referred to as fiscal federalism,
been central to contemporary IGR for some time. Although there have b
some forms of financial aid from one governmental level to another throtg:
out U.S. history, the scope of such transactions has expanded rapidly aﬂd_"
matically since 1961. This applies to national government aid to states
localities and, to a lesser extent, to state aid to local governments.




 Intergovernmental aid has taken on greater importance for a relatively
le reason. Traditionally, many state and local governments have had
cer economic bases and less productive systems of taxation than the
onal government has. Yet the former provide the great bulk of public
ces in health, education, welfare, housing, highway construction, law en-
cement, police protection, parks and recreation, conservation, and agricul-
services. The national government, with far stronger fiscal resources and
nue-generating capacity, directly delivers relatively few public services.!®
e include Social Security benefits, postal services, federal law enforce-
veterans’ payments, and farm subsidies. In essence, the national govern-
with the greatest tax resources, delivers the fewest direct services; local
ments, with the narrowest and weakest tax bases, are frequently the
cavily laden with costly service obligations such as police, emergency
ement, fire, streets and roads, sewage and sanitation, water, and utili-
. the states fall between them on that spectrum. It should be noted that the
fonal government—through mandated grants, contracts, loans, regulations,
| the like—now has many avenues of indirect service provision.!”
* There are two basic reasons for the revenue-raising disparity among dif-
it governmental levels. First, local and state governments have limited
raphic areas—often dependent on one or two products or services—from
hich to extract revenues (for instance, tourism in Florida and coal in West
/irginia). A more diversified economy is a more stable and productive source
 government income, and only the national government has access to the
ation’s full range of economic resources.
- Second, different types of taxes yield different amounts of revenue from
e income base. The most responsive, or elastic, tax (a tax that shows the
atest increase in revenue for a given percentage increase in taxable Icome)
he graduated income tax (so called because the tax rate rises as income
sases). Somewhat less elastic is the sales tax, which levies a flat percentage
on the price of purchased goods; some sales taxes are general and allow
emptions, while others are selective and apply only to certain items.
lastic is the personal property tax, which is levied on real estate and
ersonal belongings. The national government is the principal user of
duated income tax. States rely heavily on sales and other excise taxes,
» increasingly, state revenues are also derived from nongraduated or
ate” income taxes. Local governments, including special districts,
most heavily on personal property taxes, though sales and wage taxes
me into increasing use by many local governments.!®
us, the government with the broadest tax base (the national govern-
also uses the most efficient generator of revenue, while the governments
¢ narrowest and Jeast diversified tax base (local governments) employ
telastic tax, with the states again falling between the two. The result is
mismatch between the service needs and fiscal capacities of different
f government; and among different governments at the same level in
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fiscal mismatch

differences in the capacities of
various governments to raise
revenues, in relation to those
governmients' respective abifities
pay for public services that they,
are_responsible for delivering.
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LS grants-in-aid

~ money payments furnished by

a higher to a lower level of
‘government to be used for
- specified purposes and subject to
“conditions spelled out in law or
~ administrative regulation.

" by FY 1990, it had reached $135 billion; in FY 2001, it was-approxi

terms of theit varying abilities to pay for needed public services (for examyp);
wealthy school districts versus less affluent ones). Rising service demands
government at all levels have placed a particular strain on those governme
least able to expand their tax revenues rapidly, that is, local units. The co
quence of all this has been increasing demand for aid from higher levels
government to help pay for government services. s

Grants-in-Aid
The growing needs of state and local government during the first half of t
twentieth century coincided with rising congressional and executive-branch
terest in expanding and upgrading available public services at all levels of
ernment. By the 1960s, the stage was set for the national government (and sop
state governments) to utilize financial assistance on a much larger scale than
fore as a means to expand public services. The principal device adopted to by
all this about was the grant-in-aid, which had been an established mecha
for thirty years and was now to be given a substantially enlarged role.
Grants-in-aid are money payments furnished by a higher to a |
level of government to be used for specified purposes and subject to con
tions spelled out in law or administrative regulation. Cash transfers are used!
most widely by the national government, although states also make some u
of them. When John F. Kennedy was inaugurated in 1961, only 45 separa
grant authorizations existed. Under each authorization, multiple alloca
of funds can be made. But in the period 19651966, when Lyndon Johnson
commanded decisive Democratic majorities in both chambers of Congress
he took advantage of the opportunity to legislate a host of new fede
directed grant programs as he pursued his vision of the “Great Society.
the time Richard Nixon entered the White House, only eight years afte
start of Kennedy’s term, the number of grants had mushroomed to abou
Using the criterion of separate authorizations, the U.S. Advisory Com
sion on Intergovernmental Relations (ACIR) estimated that almost 540
programs existed in fiscal year (FY) 1981. During the Reagan administrati
the number of grants dropped to about 400 by FY 1985, with significant
verse implications for state and local delivery of many public services and
the fiscal well-being of many state and local jurisdictions. The number
creased again, however, to 478 grant programs in FY 1989 and to upwaiC
of 600 such programs in FY 2008. Grants have financed state and local pro
grams in virtually every major domestic policy area—urban renewal, hight/d)
construction and maintenance, mass transit, education, criminal justice,
ation, public health, and so on. R i
Equally dramatic is the increase in dollar amounts appropriated
national grant programs. In FY 1960, the figure was about $7 billi
"FY 1970, it had risen to $24 billion; by FY 1981, it was just under $95 b
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g billion; and in FY 2008, it had reached approximately $461 billion. '

2009-2011, the total amount of grant program aid increased sharply: $538
on in 2009, $608 billion in 2010, and $625 billion in 2011. After President
an’s success in slowing the rate of growth in spending for grants, Presidents

yige H. W. Bush, Bill Clinton, and George W, Bush presided over significant

eases in the number of grant programs, along with the funds appropriated

lem (see Figure 3-2). Early'in 2011, however, the Obama administration
a number of dramatic aid reductions for FY 2012 and 2013,

National grants-in-aid were originally enacted to achieve certain broad

rposes.'? These included establishing minimum nationwide standards for

ams operating in all parts of the country; equalizing resources among
mrcs by redistributing proportionately more money to poorer states; im-

yving state and local program delivery; concentrating research resources on

Jens that cross government boundary lines (such as air and water pol-
on) or that attract interest from numerous governments; and increasing
ic services without enlarging the scope of the national government or its

parent role in domestic politics. Other purposes have included improving
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: practices or better planning), demonstration arid experimentation in ngm'nn;-
i policy, encouragement of general social objectives (such as nondiscrimifiatioy’
l?_: | in hiring), and provision of services to otherwise underserved portions of
| population. o
In the 1970s and 1980s, federal grants-in-aid loomed large in the oo
tal picture of all government domestic programs (including those at state a d
local levels). During those two decades, these grants provided about one-fourtly
of state-local revenues each FY, while at the same time comprising betweey
12 and 17 percent of all national government outlays. Those proportions beg
' ' to decline in the early 1980s, following Ronald Reagan’s election to the pr
] dency, and continued at a reduced level (especially the proportion of federal oyt
|

lays) during George H. W. Bush’s administration. Between FY 1982 and 199
| | the proportion of total federal outlays devoted to grant programs hovered in the
]’-1 ! range of 11-12 percent before beginning to rise again after the election of Rill
I Clinton in 1992. The proportion stayed between 14 and 16 percent of outlays:

| for the rest of the decade (even after the Republican takeover of Congress in

! 1994 elections), and increased, during the second Bush presidency, to aro
i 17 percent in 2005—1.5 percent higher than the proportion that existed in
t FY 1980 (see Figure 3-3). At the same time, however, state and local gove
5 ments became more active in raising their “own-source” revenues (taxes and othe;
i | b
| i (FIGURE3:3 - Grants-in-aid
1P ; [~ as percentage of ,
' 1t li': The Rise and Fa“ 30~ federal domestic Federal aid as percentage
i i of Federal Assistance, og |- programs of state/local budgets
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t . .-II ili ! 24 I~
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E%mlc generators that they establish by law); nonetheless, in 2010, federal’

e still provided about one-third of all state-local revenues despite the fact
ot prants-in-aid as a percentage of federal domestic programs declined.

" The advantages attributed to grant-in-aid programs are numerous. First;
o national government affords a single focal point for bringing about a
snorities in states and localities, such as African-Americans and Hispanics,

ave an opportunity to seek some measure of national support for their policy

ands. Third, grants-in-aid are an appropriate way to deal with nationwide

-oblems; many policy questions are interrelated in terms of their impact,
ch as those linking highways, urban transportation, and air pollution or

Jucation, unemployment, poverty, and welfare. Although a fully coordinated
rack on such sets of problems has yet to be mounted (and is not likely to be),

areater degree of consistency is possible at the national level than among

""_eparate states and 87,000 local governments.

inally, and perhaps most important, it has been suggested that national

unds assist states and localities with programs and projects that benefit citi-

: E_é_.-omside the borders of the recipient government. These so-called ripple
fects—more formally known as externalities—justify national monetary

“‘fj""'brt for state or local efforts because of the wider benefits realized from

hem. Three examples illustrate the point: (1) a state job-training center,

shose graduates may find employment in other states; (2) a state park system
that attracts tourists and vacationers from a much wider geographic area; and

@'local education systems that, in a mobile society such as ours, are undoubt-

lly investing in the future productivity and contributions of persons who will

ap the benefits of their education elsewhere. Because the nation as a whole
ains from such investments of state and local funds, it is agreed that there is
'00d reason to add grant funding from the national treasury.

' 1' Grants-in-aid have taken several forms; we “can usefully categorize grant
rograms along two dimensions”?; the degree of discretion national govern-
ent administrative officials possess in distributing funds and the “degree of

striction imposed on the use of [national government] funds.”?! Administra-
vé discretion in distributing funds is smallest under formula grants, which
,g;fif_;;eated by legislation that clearly specifies the criteria for determining
gibility to receive the funds. Depending on the purpose of a grant, these
."_hpria might include population, unemployment rates, or the percentage of
€ population living in poverty. Administrative discretion is much greater
.;}gﬁ;tase of project grants; with these, agency officials have wide latitude in
tiding which states or local governments will receive funding and how

M€ each will get. Formula and project grants are subtypes of categorical

H0ts, the most commonly used kind of national government assistance pro-
Jﬁ;_‘_'h' to state and'local governments. Of the approximately 600 categoricals

" Slistence, thiree-fourths are project grants, available by application; the re-
{“mng one-fourth are formula grants, for purposes such as aid to the blind
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—eater degree of concerted action on a policy problems. Second, political’
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externalities

the economic consequences, or - X
impacts of federal grants-in-aid.

at the regional and local fevel.

formula grants

type of national government

grant-in-aid available to states

and local governments for

purposes that are ongoing and

common to many government.
jurisdictions; distributed according

to a set formula that (réats all

applicants uniformly, at ha_s';, :

in principle; have the effect of
reducing grantors’ administrative.

discretion. Examples are aid to

the blind and aid to the elderly,

project grants

form of grant-in-aid available,
by application to states and
localities for an individual

project; more numerous than

formula grants but with fess
overall funding by the federal
government. i

categorical grants

a form of grant-in-aid with

purposes narrowly ﬁ'eﬁne'l;]_'. g vt
the grantor, leaving the recipient

relatively little choice as to: hay'
the grant funding is to be used,

substantively or procedurally. -

e
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o ‘
and disabled. On the other hahd, although individual project grants oum::: a g

ber formula grants, the dollar amounts available under formula grants exceeg
those of project grants. ' o
Grants also can be distinguished with regard to how freely recipient ggy.
ernments can use national government funds. Under categorical grants, sta
and local governments can spend the money only for certain clearly desjgps
nated “categories” of expenditure, leaving very little room for adjustmen
on the part of a recipient government. The extreme specificity of categor
grants has been described as “hardening of the categories,” which

created such proliferation of minutely targeted grants that . . . a loca|
government wishing to improve its recreational amenities hals] to make
separate applications to several different agencies if its total program
includefs] buying land for park purposes; building a swimming poo
on it; operating an activity center for senior citizens; putting in tree
and shrubbery; and purchasing sports equipment. In the area of urban
transportation, there are [or have been] separate categorical grant pro-
| 1. grams covering car pool demonstration projects; urban transportation
. planning; urban area traffic operations improvement; urban mass trans- -
i1 portation basic grants (based on a formula for fund distribution); and
I mass transit grants (on a project application basis).?2 '

"Thus, the categorical grant business has become immensely complicated;
is difficult for even experienced professionals to comprehend at times.

With grants-in-aid of all types, the proportion of total expenditures pa
by the national government varies considerably. Congress defines some gr
as representing important nationwide initiatives and sets the national g
ernment share at 100 percent. Other grants require dollar-for-dollar mat(
ing funds by the state/local government, which doubles the total amou
money available. Some other grant allocations require recipients to share t
burden to some extent but not fifty-fifty (sometimes as little as 1 percent of
the total). The national share for all types of grants-in-aid, then, is at le
one-half and can cover the total.

One other observation should be made with reference to federal granfs
and grant-funded state/local programs. Throughout the 1990s and the fit
decade of the twenty-first century, a mere twenty-one categorical grant pros
grams accounted for 80 percent of total spending for categoricals, and an'ads
ditional two dozen programs accounted for another 10 percent of spendin
These included, among others, the Medicaid program (with 55 million
and disabled recipients), child nutrition grants, wastewater treatment pr
construction, Aid to Families with Dependent Children (AFDC), training and¢
employment programs, low-rent public housing, and community developm
;E —— programs. Under the Welfare Reform Act of 1996, the old AFDC progra
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ont of the funds allocated for categoricals were expended by the largest
: Tgbwgrams, fewer than 10 percent of the-total number of programs.
nsion of grants-in-aid was accompanied by qualitative and admin-
, changes: there were increasing numbers of project grants, and an
ga'.]_;,ﬂjery of matching-grant formulas; Congress broadened the eli-
of grant recipients and increased joint-recipient-possibilities; aid was
-ated in large urban areas and directed to the urban poor in numerous
.ntures; there was increased national aid not only to governments but
rivate institutions, including corporations, universities, and nonprofit
nations; and the national government made funding available specifi-
s assist state and local jurisdictions in improving both their planning
ties and their actual planning activities. All these changes grew out of
ding emphasis on achieving national goals under the direction of the
nal government.”?
rior to the 1960s, aid had been used primarily to supplement the policy
f states and localities. Under Kennedy and then Johnson, however,
ntial and congressional initiatives were couched more in terms of national
. Given this emphasis, it was deemed entirely appropriate to write into
eg‘{:_s_!_ation substantive and procedural requirements that would promote
irposes.”! Administration of these programs remained predominantly in
ds of state and local governments, but the national role in defining the
' g}ant funds was clearly becoming decisive in determining general pol-
rections and many specific state and local program activities. In the 1990s,
for grants-in-aid increased from 11 to 16 percent of total federal spend-
ant-in-aid funding constituted just over 17 percent of total outlays in
)05, before falling to 16 percent again in FY 2006 and 2007, and to
sercent in FY 2009. The percentage of total outlays jumped sharply in
010, to 17.6 percent, but is projected in FY 2012 federal budget documents
ack under 16 percent in the next few years.25 :
‘hile major changes were unfolding in national categorical programns, state
) local governments continued to expand assistance programs as well. Not
Te states contributing increasing amounts to local government functions
ally to school districts and to the growing suburbs), but they also were mak-
uch of the funding available in the form of revenue sharing, that is, funds
o the respective state treasuries and allocated to local governments with
any “strings” attached. Many states also established the practice (still in use
the country) of returning to each local government a portion of state sales-
flues, in proportion to the amount of sales-tax revenue collected within

ocality. Thus, from the local perspective, state and national governments, in
tttering methods of organizing fiscal assistance to local governments, have
N somewhat opposite directions during the past forty years. This is not to
AWever, that states have given their local governments free rein to allocate
1 from it. Nevertheless, key features of state aid, especially categorical

.;g&ffer in significant respects from those of national aid. \
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~ gubernatorial

~ aterm that refers to anything
- concerning the office of a

state governor—lor example,

éu_]i{mhtarial authority or
. gubernatorial influence,

;#ih_gl#t state agency

 requirement

2 requirement contained in

deral grants designating only
state agency to administer
ational grants, and to establish

. direct relationships with its
- counterpart in the national
~ government bureaucracy.

" imuch more professionalized than they had been in the past; operating

lar to those of national government administrators. Parallel

Categorical Grants and Administrative Complexity

In the preceding discussion of grants-in-aid, we noted a number of administry.
tive dimensions, including the objectives of providing more and better pubj_!;
services, with growing emphasis recently on efficiency and effectivenes
both squarely in our administrative traditions; establishing minimum u
form programmatic standards nationwide; enhancing both the proced
and the substance of state and local programs; and strengthening the plag
ning function. How all of this should be accomplished, however, was a
still is a serious question. The use of categorical grants rather than some
other instrument of assistance contributed directly to increased interdepe ¢
dence, reliance on political bargaining, and the rise of administrative come
plexity. This is so because of historical patterns in grants management
are worth reviewing. ;

Today, states receive more than two-thirds of all formula grants and act
conduits for the majority of project grants to local governments. As Congres
deliberated over expansion of successive aid programs, a principal conce
was ensuring that the national purposes of programs were not lost by divid;
up administrative responsibility among fragmented state agencies. One
to prevent such jurisdictional jostling would have been through the assert
of strong gubernatorial prerogatives, whereby the appropriate state agen
were designated to receive given grant funds and to administer program
tivities inder congressional authorization. Most governors, however, wér
equipped to serve that function, especially in the early years of grant activi
when the operations of state executive branches often lacked unified direc
and were hampered by partisan politics and administrative chaos.

One response from the national level was the single state age
requirement. Only one agency is designated to administer any individual
grant and to establish direct relationships with its counterpart in the national
government bureaucracy. This provision first appeared in the 1916 Highw
Act and was duplicated the following year in the Vocational Education A
Currently applicable laws either name a specific state agency or call:
one to be designated in policy areas such as child welfare, library servicesy
urban planning, water pollution control, civil defense, and law enforceme!
assistance. Thus, for most of the twentieth century (and continuing into
twenty-first), the administration of grant funds was largely in the hands
professional administrative personnel in individual agencies.

As the grant-in-aid system grew more specialized, national age
personnel came to work even more closely with their state and local co
terparts. Partly as a result of national grant policies, the latter were

der state merit systems that had created a contingent of administrat0
whose backgrounds, interests, and professional competencies were SUBE
relationships

LIY
'y




cmed between officials of the Bureau of Public Roads and state and
highway department personnel; national educational administrators
 counterparts in state departments of education and officials in
hool districts; and Agriculture Department staff with state and,
Jy, county agricultural officials. This process of strengthening in-
- nental administrative linkages led to a situation largely invisible
e eneral public but fraught with consequences for the governmental
olitical scientists Harold Seidman and Robert Gilmour, among
have suggested that what we have in a number of important func-
eas are “largely self-governing professional guilds”*¢ composed of
ucrats at all levels with common programmatic concerns. The ACIR,
2 :'g the same phenomenon, coined the term vertical functional
es, the autocracy label signifying not only the agencies’ operat-
tonomy from chief executives and legislators but also the extent of
control over essential program decisions.?’
. development of intergovernmental administrative ties gave rise to
] for the federal system. Previously, dual federalism was likened to a
,with different levels of government clearly distinguished from one
or, and growing cooperation was likened to a marble cake, with functions
t levels of government intermingled. The new vertical administrative
gave rise to the term picket-fence federalism, illustrated in Figure 3—4.
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d from Understanding Intergovernmental Relations, 3rd ed,, by Deil §.Wright. Copyright © .I_"JBB, I982‘
orth, Inc. Reprinted by permission of Brooks/Cole Publishing Compariy, Pacific Grove, Calif, 93950. |
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vertical functional
autocracies

informal associations of federal,
state, and local prbfessionil
administrators who manage
intergovernmental programs; also.
referred to ar picket-fence
federalism. T

picket-fence federalism

a term describing a key !
dimension of US. federalism—
intergovernmental administrative.
relationships among bureaucratic
specialists and their dientele
groups in the same substantive
areas; suggests that allied
bureaucrats at different Jevels of
government exercise considerable
power over intergovemmental |
programs. See alse vertical
functional autocracies.

Picket-Fence* Federalism:
A Schematic Representation
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Former North Carolina Governor (and later U.S. Senator) Terry, Sanfor d ]
provided this definition: »

The lines of authority, the concerns and interests, the flow of money,and 3
the direction of programs run straight down like 2 number of pickets %
stuck into the ground. There is, as in picket fence, a connecting cross
slat, but that does little to support anything. In this metaphor it stands
for the governments. It holds the pickets in line; it does not bring them |
together. The picket-like programs are not connected at the bottom.8 3
Bureaucratic officials within each of these pickets, together with their cli"
entele groups at all levels, do not always agree, of course, on the substance &
and procedures of programs they administer. But the responsibility for for- 3§
mulating many basic policies and for resolving many of the conflicts that arise 5§
rests largely—and often exclusively—within the discretion of these functional
groupings. How that situation can be reconciled with democratic values of 1
public accountability and control is an important question and one not easﬁ"

answered. One hopeful sign, however, has been noted: The pickets may have &
already been somewhat altered. Only ten years after Sanford used the picket 8
fence label for the first time, David Walker of the now defunct ACIR suggeste
a variation, namely, bamboo-fence federalism. Walker asserted that this new label’
more accurately “captures the vertical functionalism, continuing professional=
ism, [and] greater flexibility and realism” of contemporary public administra-
tors, even though most still give primary emphasis to their functional conce 5,000
including the protection of programmatic interests as a high priority.”? o

i3 G

Categorical Grants: Growing Dissatisfaction

4
The tremendous proliferation of grants, the rise of vertical functional autocra-
cies, picket- or bamboo-fence federalism, and particalarly the duplicative and ¥

overlapping nature of so many available grants soon led to a growing chorus of 8]
concern about management of grants and about the impacts they were having
on recipient governments. .

These criticisms suggest several dimensions of the politics of grants=&8
One is provision of essential public services, and equality or inequality among Sy
(and sometimes within) ju risdictions in the levels of those services. Anothers
concerns tensions among different levels and units of government over set=
ting program priorities, and program management. A third dimension is
procedural pitfalls that can hamper applicant governments in their efforts (08
obtain grant assistance. Many state and local officials tell horror stories about®
rejection of applications on seemingly narrow technical grounds, about havesy
ing to resubmit applications because a relatively minor section was impropet yis
filled out. Underlying all such concerns, however, is a common theme: oA
siderable conflict between elected state and local officials and the specialists
‘their own bureaucracies as well as those in the national government’s admi
istrative agencies (see Figure 3-4). Much of the criticism came from state an¢
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(ef exc cutives and legislators, and was directed explicitly toward the Hhie i
trol that bureaucrats at all levels were coming to have over govern-
rograms. As the criticisms grew in intensity and became a-partisan i
ng Democrats and R‘epu.bhcans, the critics increasingly gained the i
the Congress and, significantly, the president. Lo i |
- attention was also given to the problem of grant coordination that
the sheer number of grants and the variety of grant sources within 1l
“{ hureauctacy. The availability of urban transportation grants from dif- il
donial agencies for similar, often overlapping, purposes made it difficult .
' the most appropriate grant program. Also, many general development L
states and communities had component parts funded independently by TR
jonal agencies. As a result, a grant applicant was faced with applying .
r each part of the overall project, thereby running the risk of applica- l. |
& approved for some portions of the project but not for others. i
more, most national aid-granting agencies did not have much !
) knowledge of what other programs were being funded by other il ¢
the other end of the aid pipeline, most recipient governments 1
‘cared little about what funds other governments were receiving, i)
napplying for. Grantapplications were being reviewed and approved or 5
d by national agencies with no means of keeping track of which 1L
2d localities were asking for aid, for what purposes it was requested, il
much aid was distributed. Nor were there any provisions for sys-
cally monitoring which agencies were responsible for programs with it
irposes or for determining the actual results, if any, of grant funds.
e, state and local officials were chafing under what many con-
d unreasonable guidelines for spending grant money, as well as the
ems they encountered in obtaining funding in the first place.
The problems of coordination have been compounded at the recipient
[of the aid pipeline by growing intergovernmental administrative link-
rizontal as well as vertical dimensions. Various types of contract-
g arrangements, consortia, cooperative agreements, regional interagency
uncils, commissions, multijurisdiction functional agencies, ad hoc planning
IOUps, temporary clearinghouses, and a multitude of other intergovernmen-
uctures have been created to administer federal programs. Interstate
;such as the Port Authority of New York and New Jersey, have come
cater prominence; other regional bodies crossing state lines, created
State or national governments, have also been established.
se, there has been an increase in the phenomenon of substate
onalism.3! Special districts of all kinds (excepting school districts) have
ﬁ‘: ated in recent years—many in response to national government -
fagement—for a variety of purposes, such as planning, review of grant
Cations, economic development, public health, and provision of care for
ging. Here, again, the picket-fence analogy is evident because national,
local administrative officials all have active roles in substate regional |
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Should the
national
government truly
be the “Senior
Partner” in the
U.S.“federal
partnership”?
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systems poses considerable administrative difficulties because it frees districye |
to compete (often successfully) for grant monies available to all other types 0£
local government. Thus, these systems are also woven into the pattern of ﬁmc‘
tionally organized administrative relationships but, at the same time, they a,.
among the most invisible and least accountable of all forms of government. 3 ;

THE ISSUE For nearly a century, the national government has distributed i |ncreas-J
ing amounts of grant funding to state and local governments, for wide- -ranging policy and ¥
program purposes. In more recent decades, the national government also has mcreasnngly‘ :'
engaged in intergovernmental regulation of states and localities. The national government -t-
courts, espedially the US. Supreme Court, have handed down many rulings that have h:.lpad g

define both requirements and restrictions on state and local action.

Arguments for the National Government
Being the “Senior Partner”

+ Since enactrment of the graduated income
tax in 1913, the national government has
had fiscal resources superior to those of
individual states and localities. its tax base,
for obvious reasons, also is superior, It fol-
lows logically that when states and locali-
ties are in need of assistance, the national
government is the “place to tum.”

 Nationwide purposes can be pursued,
and nationwide needs met, through a
single (albeit diverse and cumbersome)
government entity. Those purposes and
needs must be defined by Congress
and the president, but when they are
defined, it is easier to track expenditures
and programmatic successes and failures
than it would be to do such tracking
across fifty separéte state governments
and 87,000 units of local government.

« By using categorical grants, the national
government is in a better position to
target geographical and programmatic
areas across the nation for assistance.

+ State and local political interests are well
represented in the U.S. Congress, thus
providing ample opportunity for state/
local policy preferences to be incorpo-
rated into national go‘yemmenf actions.

Arguments against the Nationat Govern-
ment Being the “Senior Partner”

» Throughout the twentieth century and -,

into the twenty-first, the national gov-~
ernment has increasingly tried to utilize =
grant assistance to influence the course_ =
of state and local government activity in. '1
policy and program directions that are
consistent with the purposes of presi- )i

dents and congressional leaders. That t'
has tended to weaken the states as - ;
“independent actors” in a federal sys- %
tem of shared authority. i3
The “national purposes” said to be de’—-]‘
fined in Washington may or may not}l;
be in line with preferences of statewidéé. :
or local majorities “back home,” creat-" &
ing considerable potential for conflict:

=,
'
Al

J,‘.f
among national, state, and local majori- &

4
ties and their elected leaders, I L

What the national government, through':'

Congress and the bureaucracy, chooses o 8
target may. be too narmowly targeted to suit
many who do not benefit from nationa[
government financial assistance.

The state and local political mteresfls
represented in Congress may ignore, or
conflict with, other interests that com=
mand majority support among state _
and focal voters,
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thg late 1960s, pressures were mounting for changes in the grant-in-aid
'I'I;:m: particularly in grants management. Although various concepts and

ﬁ%ﬂs had been explored from time to time, few actions had been taken.
“he changes that followed, and that have continued up to the present, have

shasized efforts to reduce the programmatic influence of the national gov-
nment, through both fiscal and administrative reform. We will consider
= -'T-’ and their major components, in turn.

iscal Reform: General Revenue Sharing

i g the late 1960s, political reaction mounted to the strings (conditions
specifications) attached to grant-in-aid funding. Increasingly, state and
yeal elected officials sought financial assistance that would permit them greater
retion in spending decisions. The Nixon proposal for general revenue shar-
{GRS) appeared to meet such demands. GRS de-emphasized concern for
gnal policies, goals, and standards; defined state and local rather than na-
onal majorities as the key decision makers about program spending; and built
to the intergovernmental fiscal system greater discretion for state and local
seted officials. But, despite attracting quite a following among state and
: -{: | officials, GRS never lived up to its advance billing.
“The principle behind revenue sharing was a simple one: A portion of tax
enues would be returned to states and to general-purpose local govern-
nts according to a prescribed formula defined by Congress and automati-
lly followed each year. Revenue-sharing funds would be allocated with no
tings attached, and recipient governments could use the money for almost
Jpurpose. There would also be no need for a state or locality to apply for
funds; once the formula was determined, the funds would be available with
uncertainty and no delay. Such an arrangement seemed to respond directly
he sharpest criticisms of the grant-in-aid system. In particular, revenue
ing seemed to represent a way for local political majorities, through their
ted officials, to reassert their priorities in local and state spending and not
e bound to grant programs with which they increasingly disagreed on
both policy and procedural grounds.
One of the reasons, of course, for its appeal was precisely that GRS would
oW officials of recipient governments to exercise wide latitude in deciding
: ;_},TQ'Spend the funds; however, some of those officials proved wiser than
érs. For example, some communities applied GRS monies to special proj-
% Bsually construction projects of limited scope or duration, while othérs,
L out of necessity, incorporated GRS funds into their operating budgets.
€ who gonfined their funding to capital improvement turned out to bé °
0 off when the- flow of funds stopped in 1986.32 ¥ i
ven when GRS was most strongly supported at the White House, it rep- '
A ’-Ed only a small proportion of total spending for intergovernmental aid
a,
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block grants

a form of grant-in-aid in which
the purposes to be served by
the funding are defined very
broadly by the grantor, leaving
considerable discretion and
flexibility in the hands of the
recipient.

Il

(less than 5 percent). Ronald Reagan, however opposed extending r‘e\renm' 7
sharing, and Congress did not renew the program. Reagan’s willingness to. i
allow GRS to lapse was apparently due to two policy preferences: (1) an ovep. &
riding interest in reducing national government spending and growing anny,| 8
budget deficits and (2) a commitment to another alternative to categnnca[sf'

namely, block grants.

1

Fiscal Reform: Block Grants b
Tf GRS represented a departure from existing categorical aid and its atten< s
dant problems, block grants were a more modest attempt (at least initially) ol
“decategorize” federal grants and “devolve” authority to states and localities. 33 S8
Block grants, while also given out for use in a specific policy area (such ag
community development, public assistance, or health care), leave much m,
discretion and flexibility in the use of such funds in the hands of recipieng!
governments. They represent a middle way between the alleged restrictives’
ness of categorical grants and the elimination of all national-level influe '
and responsibility in intergovernmental aid.

In general, block grants have the following features: (1) rec1p1en .
jurisdictions have fairly wide discretion within the designated program area
(2) administration, reporting, planning, and other program features are
signed to minimize grantor supervision and control; (3) most allocation S
provisions are based on a formula, which is also intended to limit grantor chs- B
cretion as well as to decrease fiscal uncertainty for the grantees; (4) eli glehL @
provisions are fairly precise, tending to favor general local governments as '
opposed to special districts, and generalist officials over program specialists; and
(5) matching-fund requirements are usually relatively low.** The original block®
grant concept retained the notion that national goals were to be pursued i ma -
program area through expenditure of allocated funds; the ACIR noted that® &
block grants “do not imply a hands-off [national] role, nor one confined to
purely procedural matters.”’ These observations were clearly descri 1pt1vc of 48
the block grants of the 1960s and 1970s. b

Under Ronald Reagan, block grants took some sharply different dire .,'
tions: limiting the use of categorical grant programs, shifting away from pur=Sgss
suing national government purposes, spending less for categorical grants, and? :
so on. For example, the number of categorical programs dropped from 534 nSE
FY 1981 to 404 in FY 1984—a decrease of about 24 percent.’® i

Also, there is evidence that the block grant strategy was used nnphclﬂ B
to cut 5pcndmg and not only to alter the degree of program control exercis¢ w* '
by government administrators through categorical grants. None of Reagal 15 S
successors, however, adopted that course of action, at least to the same ext¢ItSEs
Block grants have been allowed to operate as more of a “freestanding” formEss
of fiscal assistance—although reliance on such grants signals an implicit, if £ Il
explicit, federalism-related aid strategy : | s
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" (nder the administration of President George H. W. Bush, the shifts
i) deological and administrative) toward a stronger state role were reaf-
ed and consolida ted—althou gh, significantly, not expanded. In FY 1991,
' .mples Bush proposed increasing block grant funding by the modest
£$15 million, with the explicit proviso that state governors be given
ve responsibility for deciding how the funds would be used. This pro-
[}.pjﬁed the overall approach of the Bush administration toward inter-
mental change: the allocation of generally small amounts of money to
rograms in a manner consistent with the philosophical directions de-
4 in the previous administration. The total amounts appropriated for both
gbfica}s and block grants increased somewhat but with more attention to
,;ﬁ}; fary constraints than to explicitly intergovernmental concerns.
kewise, President Bill Clinton had to grapple with budgetary concerns
emingly tried to do so with only minimal attention to IGR. Early in
r term of office, Clinton advocated terminating or consolidating some
isting grant programs. In the FY 1995 budget, however, the president
ed a combination of programs in selected programmatic areas that rep-
d some expansion of funding to state and local governments. These in-
uded assistance for education, job training, and public works. Interestingly,
ng President George W. Bush’s first term, the administration presided
0 fairly significant increase in intergovernmental funding, with FY 2004
w{get documents showing continued upward trends in both total dollars
ocated and the proportion of total federal outlays going to state and local
svernments (it should be noted that the majority of the funding was in the
- f payments to individuals for Social Security or to institutions, such as
s, for medical expenses). That trend was not sustained entirely, how-
budget proposals for FY 2005-2008. While total dollars allocated were
ojected to increase, intergovernmental aid as a proportion of total federal
ontlays was projected to level off or to decrease somewhat, as already noted.
: JE&n-[y in 2011, President Barack Obama and his administration proposed
nificant cuts in national government aid to some of those in need, in larger
es. Fiscal (and political) pressures on Obama will, in all likelihood, cause
il t0 be more reluctant to push for intergovernmental aid than he might
heTyise be.

Fiscal Reform: Impacts of Change

| hous studies of GRS and block grants have suggested the following pat-

S€Ins of how they were used: (1) more funding was allocated to existing op-
g programs than to new ones; (2) the largest category of use in smaller
Tlunities was capital expenditures—for new municipal buildings, water-
) even public golf courses; (3) keeping tax rates, stable in inflationary

<Al
"5 Was a major concern of many local decision makers in considering how

¢ these funds; (4) local political majorities became, if anything, stronger
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and more entrenched; and (5) alleviating poverty in larger cities, a major aj
of many categoricals in the 1960s, was not a primary purpose of either GRS
or block grants. A major consequence of the shift to this form of aid was A
decline in public-policy concern for needy minorities, many of whose mem
bers were concentrated in the poorest central cities. The distinction betwee
local political majorities and minorities as primary beneficiaries of GRS/blogk
grants and categorical grants, respectively, was a significant one; the effe
of the grants on each of these recipients form a crucial corollary to debatgs
over types of national government assistance. The politics of fiscal federalis 1t
overlaps policy fields such as urban policy and civil rights. To “increase the
flexibility of state and local governments” is to de-emphasize the policy cop
cerns (much more prevalent in the 1960s than now) with problems of urb
minority groups and, more generally, with problems of poverty.’’ R
In addition to these general impacts, neither generation of block gran &
operated precisely in the manner predicted by their strongest advocates. Soon dh
after being enacted, the early block grants showed signs of what some called
“creeping categorization”—a pattern of various abuses discovered in the'd
course of grant implementation, followed by the gradual reassertion of nas
tional agency control in order to prevent further abuse.”® 3
During the George W. Bush administration in 2005-2009, some p’a_'t'
terns of policy and management evident in previous years began to reassert.
themselves. For example, President Bush (like President Reagan) used spen{]_ :
ing reductions in intergovernmental programs as part of a larger strategy of S0
budget reductions. However, President Bush differed from President Reagan'®
in at least three respects. First, the president targeted specific intergovern=4
mental programs for reductions, rather than attempting across-the-board cuts
(in intergovernmental programs only). Second, particularly with respect to 4§
funding for national government antipoverty efforts, the president “pushed S
for increased funding for religion-based groups while proposing deep cufssgs
for many traditional anti-poverty programs.”* And finally, the president S
experienced some significant failures in his efforts; one notable example cameSgiE
in the spring of 2005, when the U.S. Senate voted by 68-31 to restore “funds S
the White House wanted to eliminaté for Community Development Blog k-
Grants (CDBG)” (a favorite of local officials ever since their inception in the
mid-1970s).%0 Even that vote, however, does not change the fact that “[w]hels
adjusted for inflation, spending on CDBG is at its lowest point ever, less thass
half the fiscal 1978 funding level”*! ) b
Thus, echoing patterns of the 1980s, it is possible to suggest that SOIESY
of the current debates over fedéralism and IGR (at least with respect to 17

tergovernmental aid) are éssentially debates about government budgets anSes

: x A - : e
spending reductions. It can be said with more certainty that national but!__ |
considerations have played a role in shaping the course of funding for stales

and localities—and to that extent have influenced the relationship of the 0%
tional government to states and localities: '
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§ and block grants achieved, at least in part, what their pro- Yy
tended for them—to loosen the conditions attached to aid from
_Powerful forces, however, will continue to support increases
cal aid. This fact is reflected in the perpetuation of nearly 600
ams; together, they still make up about 75 percent of all intergov-
funding by the national government. This reflects congressional
in defining and targeting national aid in ways favored by members
, even though their decisions may or may not match the prefer-
“Fstate and local elected officials, or even those of the public at large.
e debate is likely to continue for some time over the direction of

strative Reform: Multiple Initiatives
hifting Tides
rts to reduce national government influence in IGR have taken
and often contradictory—directions. One early effort was the
t for citizen participation in administrative decision making, espe-
fiﬁ decisions on expenditures of grant funds were concerned. By in-
rating such requirements into a large number of grant authorizations,
ress was responding to substantial pressures from previously underrepre-
nstituencies, notably poorer urban minority groups (see Chapter 2).
nderlying assumption was that government officials had been insensitive
s of aid recipients in the past and that, as aid categories multiplied,
@ necessary to expand clientele representation. Thus, in many grants
Il as GRS, provision was made for public hearings, and sometimes for
formalized participation, at crucial points in the decision-making pro-
e promise of citizen participation may well have been greater than the

‘applicants and stressed regionwide coordinative mechanisms.
r of efforts were made to promote better communication among
plicants (especially at the local level). Despite some protests, these
_seré deemed necessary by many in Congress and federal agencies
of widespread local and state unwillingness to consider the effects -
wi programs and planning on those of neighboring jurisdictions.
. coordination through better communication was a consistent

i the IGR arena,
mphasis also has been placed on more information and training. Informa-
R ources currently available to grant seekers include the “bible” of grants-
1P, the Catal‘pg of Federal Domestic Assistance (CFDA), published by

s ————

T
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i ‘the national government containing descriptions of 1,400 separate assistangg
programs administered by fifty-seven federal agencies, and available online a¢
LA bitp:/fwww.cfda.gov; computerized information system based largely on the
il CFDA, known as the Federal Awards Assistance Data System (FAADS); and
! publications of the Grants Management Advisory Service in Washingiop &
i and the Grantsmanship Center in Los Angeles. e
1' | Yet another broad example of multiple initiatives and shifting tides &
concerns the various approaches of different U.S. presidents in the past
thirty years. For example, more than any other president, Ronald Reze &
gan actively sought to change the way national government agencie
conducted their intergovernmental activities. By making frequent use
of presidential executive orders, he attempted to alter many features of &
national-state and national-local relations that existed when he first took?
office. During his second term (1985-1989), President Reagan took more
explicit steps to promote his conception of “New Federalism”—a view:
of the federal system that, if fully adopted, would limit executive agen_'."_
activities in contemporary IGR and instead return to a position that f 3
vored heightened state government activity and influence. National goy=
ernment departments and agencies were told to consider the effects of
their regulatory and legislative policies on state and local governments
an effort to improve the management of state-administered federal pr
grams. During the presidency of George H. W. Bush, executive-branck
agencies were advised

o\

=

to pursue further . . . relief to State and local governments by provid-
ing administrative flexibility, promoting efficiency through Govern- |
mentwide common rulemaking, cutting . . . red tape, decentralizing =
the decision-making process, and seeking State and local government =
views in the development of [national government agency] rules.* 8
R

In all these formulations, there is the clear assumption that national prog ams s
and procedures have had generally adverse effects on state and local governs
ments, and that both states and localities chould be in the forefront of plats
ning and managing future intergovernmental programs.* - 5
“The Clinton administration came to office in 1993 without the same ide=
ological commitment to state and local government predominance tha
two previous administrations had, but Clinton (like Reagan, a former
ernor) was eager to apply to the national government many lessons lea
diiring his experience with state government. In addition, President Cli
(in part from budget/deficit concerns) exhibited some of the $ame inclinatiof
as Reagan and Bush did toward downsizing, and devolving functions

- the nationgl government. Nevertheless, President Clinton strengthened SO
- ‘national government initiatives for funding intergovernmental'activit
especially in policy areas such as education, environmental protect!
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_ tion, and infrastructure improvements. Significantly, however, the

ji dministration spoke consistently of moving decision authority

1o the people” by allowing state and local governments greater flex-
‘managing their programs.

éﬁ W. Bush came to the presidency articulating a program designed

the tax burden, reduce national government spending, and promote

by state and local governments over those of “Washington.” By the

< of his second term, however, it was obvious that President Bush’s

related record was a mixed one. On the one hand, the president

in reducing national government revenues through lower taxation;

de considerable headway in redirecting many national government

more philosophically (and programmatically) conservative directions.

ther hand, there was some concern—particularly, and perhaps ironi-
nong many conservative supporters of the president—that in pursuit
nservative policy objectives, the president expanded the role of the
nal covernment—contrary to long-standing conservative inclinations
ze government and devolve power to the states.”™ The concern, on
of “Republicans inside and outside the White House,” was that the
was “fostering what amounts to an era of new federalism in which the
government shapes, not shrinks, programs and institutions to comport
ous conservative ideals.”
Diring the Bush administration, the national government moved into
¢ of a predominant position in many aspects of our lives—albeit in a more
sophically (especially socially) conservative direction. One example was
Bush effort to achieve enactment of a constitutional amendment ban-
» marriage. Although this effort is supported by many social conser-
regulations concerning marriage and divorce traditionally are state,
tional, government matters. Another example (somewhat more ob-
erhaps) was the proposal—supported by the president and many other
licans—for the national government to place a cap on punitive dam-
1 medical liability cases. This proposal, if enacted, would have achieved a
-sought policy objective—but in the process, would also usurp some state
ent powers (for example, significant regulation of both the medical
and the insurance industry). The problem for the president, and
that many proposals would “require conservatives to sacrifice one
to accomplish another”—never an easy dilemma for any govern-
icial, of any persuasion or philosophy, to resolve.?
cuts to the CDBG program, referred to earlier, were yet another
of dilemmas faced by the Bush administration, because of the
istance encountered from local elected officials—many of whom
cpublicans. And-their resistance made it more difficult to accomplish
g more fundamental that the president wanted to do.
other Bush administration initiative should be noted—an initiative
or implications for increased national government spending. In

VST
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. Medicare Prescription

. DrugAct

‘passed by Congress in December
2005 and provides supplemental
(Part D) prescription drug

~ coverage for seniors eligile for

December 2005, Congress passed by arslim margin the controversial (ang
costly) Medicare Prescription Drug Act. Creation of a prescgiption dryg
benefit under the Medicare program was the first new federal “entjtleme;-f'
program since the 1960s; the drug benefit went into effect in January 20063
An “entitlement” is a government program under which total spendi '
is heavily influenced by the total number of eli gible individuals who take
advantage of the program, with no fixed ceiling established by law on the'
overall dollar amounts available to support the program- The federal goys
ernment, late in 2005, estimated that the total costs of the drug benefitin
the first ten years would be $725 billion—a substantial spending commife
ment, especially for an administration publicly committed to limiting gg"l
ernment spending.
Another dimension of federalism under George W. Bush was the emer-
gence of a new activism at the state and local levels—an activism that cleatly:
has continued into the Obama years. Although this is hardly the first time|
in our history that state and local governments have assumed an activist$
role, the reasons for that happening in the past twenty years are complex;
They included, among other things, national government budget deficits in
the mid- and late 1980s (and larger deficits again in recent years), combined S
with reductions in aid to states and localities—what one observer has labeled S
«fend-for-yourself federalism.™ Another reason, in the early twenty-first
century, is the greatly increased level of state and Jocal responsibilities in
wake of the September 11, 2001, attacks—especially under tighter bud
constraints.

-

The Obama administration assumed office in January 2009 with what mar
regarded as a popular mandate for change, a principal theme of the preside
election campaign throughout 2008. But even many Obama supporters w
not prepared for the scope and intensity of some early, key initiatives
the president undertook—most notably the American Recovery and Reinv
ment Act (ARRA), a “stimulus package” with a 787 billion price tag, W
was designed to spark renewed economic activity across the board, especi
in the private sector. T hat statute provoked both widespread support and ¢
siderable opposition, representing as it did a significant expansion of nati
government activity and authority. i
Under Obama, there have been many developments such as ARRA ar
health care reform with direct impacts on, and implications for, our fe
arrangement of governments. Thomas Gais, director of the Rockefeller
stitute of Government, State University of New York at Albany, has identifl
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&ﬁ' money for state and local governments than in any previous national gov-
rment stimulus effort. Of the $787 billion appropriated under ARRA, $246
“llion went to or through state governments, which was more than twelve

1es the amount sent to states in the Jobs and Growth Act of 2003 (a more
odest stimulus initiative under George W. Bush). Among other purposes, —— |

‘hese dollars were directed to Medicaid, the Race to the Top education  Race to the Top O ‘gi I
+ogram, infrastructure spending, social and economic “safety net” programs '
for example, Food Stamps, Head Start, and unemployment insurance), and $435 billon 1.5, Department.

'f'rgY prograims. State governments can expect more national government of Education program designed
ollars for higher educaton expenditures, university research funding, and ¢, encourage reforms in s_t_q_le_: v

ore grants under NCLB. Also, various health care-related undertakings  and local district K-12 education.
ave received more fiscal support from the Obama administration. Funded as part of the ARRA
'é},—; efforts to comtrol state budgets, policies, and administration. Much of the  of 2009.

oney “comes with strings attached,” continuing a long-term trend under

th Republican and Democratic presidents and Congresses. Under ARRA,

ates had to retain existing Medicaid eligibility rules and current K-12 and
igher education spending levels. Under health care reform (provisions of the

Patient Protectionand Affordable Care Act [PPACA] of 2010), states must
maintain current Medicaid/Children’s Health Insurance Program (CHIP)
_““'_'bi]jty levels for children until 2019, States also must maintain current

ledicaid eligibility for adults until health care exchanges are fully operational.
iﬁgnded use of project grants. The number of such grants is especially
sticeable in PPACA/health care reform and the Elementary and Secondary
‘Bduncation Act (ESEA); Race to the "Top also included many project grants.
furred, entangled, uncertain, and varied division of responsibilities. In other
words, “marble cake” federalism is taken to new heights. This is particu-
ar a result of enactment of PPACA/health care reform. Responsibilities
ill be interwoven between federal and state governments.
luence of the president and other national government administrators. Begin-
ing with the Reagan administration, presidents have used “a growing vari-
‘of executive powers to influence the states: from waivers to rulemaking,
emoranda, demonstration projects, [and] grant conditions.”® The use
competitive grants in ARRA and PPACA gives national government
lnistrators considerable influence. Obama’s Department of Education
isted that states document education reforms required under ARRA.
rong interest in reducing disparities across state and local governments in out-
1 and resources. A leading example of this interest is demonstrated in the ;
ieprint for Reform,” which mandates that high-poverty and low-poverty. 1 -
: 601 districts receive comparable funding. The “Blueprint” would also,
1355ify high-poverty schools, districts, and states into “Reward” and “Challenge” =~ | . |
Bories, based on student performance. Flexibility in operations, policies, and -~ | :
orting as well as financial rewards would follow. This would have the effectof © ' |

“HINg national governthent resources on areas of greatest need.® ' |

the Obama administration’s

A
"
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1

7. Continues stress on accountability based on measured “results” but with
phasis on evidence-based practices and greater concern about data quality g
comparabilizy. Three elements of practice have been altered since 2
First, Obama’s administiation has moved away from state-developed t¢
toward “more comparable interstate measures of graduanon rates apg
readiness for postsecondary programs.” Second, there is a “new emphg
on research and diffusion of evidence-based practices—i.e., practic
education and health care that have been evaluated and found to be r
effective than others.” Finally, a new focus on how goals are to be p
sued represents a change from earlier “devolution” practices where g
national government was said to be “loose on means, tight on goals.”
fining means more specifically is to be done before those means are y
at the state and local levels.’!

In summary, many policy initiatives in the first two years of the Obama admnin,
istration were characterized by a strong tendency toward “centralization—

centralization trend differed from those during some previous presidenci
involving “money, targeted assistance, executive control, federal entangler
in state policies and operations, and interest in using states to identify 2
diffuse ‘effective’ practices across the entire system.”*3

After Republicans gained majority control of the U.S. House of Rep v
sentatives and increased their numbers in the U.S. Senate in 2010, Presi
Obama had more difficulty in pursuing the directions taken in 200920
According to Gais, divided government gives states 2 wider range of oppo
ties to influence the national government, and makes it harder for Congress
the president to resolve a wide range of issues, and this clearly has been the
since the beginning of 2011.5* Pressures for Jess, not more, national governimie
activity built during Obama’s first two years in office. It is likely that the broad
debate concerning national versus state authority, initiative, and contro
debate as old as the Republic—will not only continue but also intensify in the
immediate future. b

In the past few years, officials at the state and local levels have been una
takably more active, even assertive, relative to the national government,

as the national government has itself expanded 1 Tnany areas of its own po!
activism. Examples include the following: ’ . -

* In Parkland, Florida, where the motto is “Enmronmentally Proud,
city began in 2008 to dispense cash rebates to its 25,000 resldents' :
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more environmentally friendly. The city of Baltimore offers at least

oward closing costs for people who buy new homes close to where

ork. Residents of Albuquerque, New Mexico, get fast-track building

. and other perks if they agree to make their homes more energy

- And in Arizona, many cities pay residents to replace grass with

turf or plants that use less water. Scottsdale, outside Phoenix,

homeowners up to $1,500 for such improvements. “We’re in the

e of a desert, and water is absolutely the most precious resource we
id city spokesman Mike Phillips.’

investigation of mortgage-lending companies’ foreclosure—

ing all fifty states and the District of Columbia—led to greater

ance by those companies with state foreclosure laws. Almost pre-

. there has been some variation in the patterns of compliance

ce, and, as a result, more equitable foreclosure processes for
of homeowners.*¢

Proposition 19 that would have legalized recreational marijuana
tewide.”’

ouse gases is a major point of contention between liberals and con-

ves, and between many Democrats and many Republicans. But in

n northeastern and Middle Atlantic states formed the Regional

. ouse Gas Initiative (RGGI), which “imposed a cap-and-trade re-

on large power plants in Delaware, Maryland, New England, New

sey; and New York.” In December 2010, the results to that point were
sidered to be largely a success.”®

cording to a 2010 National League of Cities survey, most U.S. cities

€ Worsening economies, and local governments will have to cut person-

Or stop construction over the next few years, even though the national

d 2010, and more than six in ten said poverty intensified. Ninety

of officials said unemployment was a problem for their commu-

d that joblessness had mounted. Underlying these problems is

fact that local (and state) economies take more time to recover from

Ssion than the national economy does, because demands for public
tance rise just as tax revenue falls. )

te governments deliberately took action against specific national

SAAent proposals, policies, and/or enactments. For example, a substantial

bf‘-l' of states filed suit in 2010, seeking to overturn PPACA/health care

The essence of their argument (both legal and political) is that the
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- national government vastly exceeded its constitutional authprity by
enacting PPACA. They took issue, especially, with the provision that maleg |
the purchase of health insurance mandatory for individuals. On another §
front, officials in the state of Texas announced, in late 2010, that they would!
not comply with greenhouse gas regulations that took effect in early Jany-
ary 2011, One consequence was that EPA took “the unprecedented step of.
directly issuing air permits to industries in Texas.” (In an unrelated, but par-
allel, action, Texas Governor Rick Perry announced that he would no
the Texas legislature to appropriate funds to implement state action assoc; ;
ated with national health care reform.) Also, Arizona, in 2010, and Utah, iy
2011, have adopted statutes that would allow a police crackdown on ille i

immigrants. Arizona Governor Jan Brewer justified her state adopting
statute in part on the grounds that in the absence of national governm
enactment of a new immigration policy, the states have every right to s
in. As of early 2011, the Arizona statute was on hold, pending resoluti
of a lawsuit filed by the U.S. Justice Department in federal court. Fina
many political conservatives, including dozens of state lawmakers, have s
ported a proposal to amend the U.S. Constitution that would allow states
repeal or void pieces of congressional legislation with which they strong
disagree. Virginia’s Attorney General, Ken Cuccinelli, has taken the publ
stance that as the chief legal officer of his state, he has the constitutional
authority to initiate such an action.”’ f
e On the other hand, the continuing controversy surrounding health
care reform “has largely overshadowed some states’ efforts to use
law to help them move as fast as possible to insure more people and ins
crease control over insurance companies.”® Among others, Minnesota,
Connecticut, Maryland, Vermont, and Oregon have moved aggressively
on one or more fronts contained in PPACA, in the interests of leve
ing more national government dollars for coverage of childless a
(in Minnesota and Connecticut), for providing preventive care {

Oregon), and i

for constructing an online infrastructure for an inst
ance marketplace (also in Oregon). Four other states, each of whi
elected a Republican governor in 2010, also are using grant funds
build the same sort of online infrastructure Oregon is pursuing,
ting them in the ironic position of accepting money to imple
parts of the law while joining with other states in seeking to overtur
PPACA in federal court.®! A

All of this, of course, is in addition to state activism in a variety of
policy areas, in recent years—for example, state attorneys genera
pursued, and won, a major settlement from tobacco companies; and /1€
governors (and some others in state government) who have actively soug
to import pharmaceuticals (especially from Canada) in defiance of !
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oés and the Food and Drug Administration (FDA). Small wonder that,
e vears, many observers have described the states as “laboratories” of
ament.? And plainly, those “laboratories” have been playing an increas-
in the overall goverrimental scheme of things.

0 anc . Lo DO {neagd
ttempt to forecast even the near future in IGR is a highly specula-
; ';iirc. But there are already certain indications. One issue that has
ddressed by both academics and politicians is the extent to which
overnmental regulation has become part of IGR.®® Intergovernmen-
ilations, which have become far more numerous since the 1960s,
cen enacted as part of national government bureaucracies’ efforts
rect implementation of categorical grant assistance programs. In most
ces, the regulations are designed to implement other national gov-
ent legislation aimed at achieving wide-ranging social and economic
stives. Political scientist Donald Kettl explains the rise of regulatory
" m: '
The [national] government cannot constitutionally order state and
local governments to examine the environmental impact of projects
E,y propose or to keep their financial records in specified ways.
1¢ . . . government can, however, set those standards as conditions
o [both categorical and block] grants.5*
p>

; c‘j}'lmnclrt:ds of such regulations now exist. An examination of a small
ing of them may help to convey the scope of this regulation. Under
o1y authority from Congress, for example, the EPA may prescribe the

nt local governments must give to their drinking water, as well as
)ections some states must conduct on automobile emission controls.
| care regulations govern the operation of Medicaid programs run by
overnments with shared funding by the national government. National
_;f_{aty regulations set standards for the operation of state and local gravel
ne reason for the creation of new special-purpose local “quasi govern-

'&fga‘.uch as regional health planning organizations) was a regulatory re-
ent imposed by agency officials who distrusted—and therefore wanted
} traditional local political institutions. Professor Kettl summarizes
15equences: Cme

‘.-'j:' ST
L all of these areas, the [national] government has spun out elaborate |
"!lﬂ'ﬂn“_ients about who can make decisions, who must be consulted, .
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regulatory federalism

an approach o intergovernmen
relations under which federal
agendies use regulations as
opposed to’ grants to influenc
state and local governments.
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| fet

i il and even how records of performance must be filed. Rules stipulate
- who must benefit from [nationally] aided programs, and how state and
b local governments must administer those benefits. These regulations
. have created a wide channel of [nationall influence over the most in:
am timate details of state and local operations. They have also made state *
! and local governments front-line administrators for numerous nationa] |

Iy L

i programs.®® !

‘J'

| The point has been made, however, that such regulations often haye
positive substantive aspects as well; the experience of numerous statg
has suggested how important and useful national government requis
ments often turn out to be. The central challenge for reforming I % 8
is to reduce the number of so-called unproductive regulations witha|
out abolishing those serving important national (and sometimes staze)
purposes. 4
“Two varieties of regulations have developed. So-called crosscutting rul Sl
apply across the board to many national aid programs. Progmm-bg_g '
rules apply to individual programs. Some rules, such as the 1931 Da
Bacon Act, govern administrative and fiscal policy; other rules, such a8
those accompanying the 1990 Americans with Disabilities Act, the 1993
Family and Medical Leave Act, and the NCLB of 2002, impact social and
economic policy.% 3
Two particular aspects of regulatory federalism deserve mention. O
is the concern that many mandated activities are costly—for example
paying prevailing wages (determined by the U.S. Labor Department) ot
construction projects receiving national government funds, or providi
«reasonable accommodation” for access by the physically handicappe
and that governments imposing such mandates have not been suppl
necessary funding. This has placed numerous local governments and p
vate organizations in increasingly difficult financial positions because.
intergovernmental aid they receive is not sufficient to pay for mandat
activities. The federal government has little systematic data concerning i
cumulative costs it imposes on state and local governments. Several stu
oA R ' in the past twenty years suggest, however, that an average of 10-15 perceligg
s ,I i ! of all niunicipal budgets is devoted to meeting the financial obligationssg
| 11k | associated with mandates. These unfunded mandates (legal requirements
R that states and local governments must undertake a specific activity or
{1 vide a service meeting minimum national standards) cover a very wide ran
| | of public-policy areas, including community development, environmen
. i‘ pollution, transportation, public health and safety, and public housing. P
haps predictably, many state and local officials increasingly objected o
‘ practice; one response was enactment of the Unfunded Mandates Reforl
 Act of 1995, which made it more difficult for Congress to impose new 12
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Jes, or regulations that would add significantly to state or local govern- . ‘;
}éﬁiigcosts- . . E ) ¢
“The other aspect of the mandating question, however, is the widely |
-ed impression that national government mandates have been the hardest |
hear. Though there is obvious variety among the fifty states, a study com- i
«sioned by one state legislature intended to highlight the extent of federal
’:%ﬁt_es on local governments found instead that four-fifths of the burden
this case, in the education field) was imposed by state rather than national
ment law. This does not downgrade the significance of the mandat-
«cuie in general; it does, however, suggest that grouping national and
‘mandates together may foster false impressions about some aspects of

s extent of the problem. Since the 1990s, increased attention has been paid
ich problems of intergovernmental regulation, and steps have been taken
s the burden, especially that on local governments. For example, many
. more detailed (and, many say, more burdensome) regulations have been
ninated; also, government regulatory agencies have been directed to cut
solete regulations and to act like partners with affected businesses, states,
b local governments.
Another issue area affecting IGR is the phenomenon known as
plution—referring to shifts of governmental authority from the national  devolution
“ ent to state governments (and possibly from states to localities as
ell). In the 1980s and especially the 1990s, many advocates joined in pro-
yting devolution, contending that it would “provide more efficient provision
\_%jamduction of public services; better alignment of the costs and benefits of
ernment for a diverse citizenry; better fits between public goods and their
itial characteristics; increased competition, experimentation, and innovation
ublic sector; greater responsiveness to citizen preferences; and more
arent accountability in policymaking.”%’
here is evidence, however, that devolution has not “taken hold”
supporters hoped it would. “Analysts secking evidence of the im-
of devolution have not been able to uncover much.”®® In the late
990 and the early twenty-first century, new federal mandates were im-
¢d;j at least one survey of city officials found strong feelings that very
& devolution had taken place; and as noted above, federal intergov-
ental aid expenditures rose, rather than fell, for a time—not what
€ might expect to find in an era of devolution.®® “The devolution that
occurred has tended to be of an administrative variety (for example, :
_g‘_ﬁdcral government’s granting of a waiver to a state implementing a H ;
al statute); meaningful substantive devolution is notably absent.””? . r
_‘_ﬁless of the future of devélution, these and similar issues concern-
the nature of federalisth will almost certainly continue to be debated. 3
L example, improving the capacity of state and local governments to
?{de greater homeland security already has prompted significant

a process of transferring power
or functions from a higher to :
lower level of government in the
USS. federal system. A=

e
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ul |
changes in IGR. These include, among other things, increased ﬁﬁ-an@k
legal, operational, and political resources for national, state, and lg
agencies, and new methods of interaction involving those agencies, ma
| of which are less familiar with horizontal coordination than with verg,
communication.”!

o The diffuse nature of federalism (which is perhaps not as diffuse now as it;
in the past) has combined with growing intergovernm ental ties in all dir
l tions to create an unquestionably complex situation. Public administration |
been altered, perhaps permanently, by rapid changes in IGR.
For example, it is clear that the patterns of political influence term
| subsystem politics in the national government (see Chapter 2) have been.
II | tended into intergovernmental politics. Despite recent efforts to gain grea
. control of their bureaucracies, most chief executives have failed to st
| i' the growth of vertical functional bureaucratic linkages—the picket-fé:
I “qutocracies” originally referred to by ACIR. One reason for the inability
! a president or governor to overcome the institutional strength of multil
, bureaucracies is precisely that the latter can call on political support fron
| least one other level or unit of government much more easily than a
'3 executive can. Intergovernmental administrative relations, in other wot
i have served to strengthen existing bureaucratic autonomy at every level
| government. (Whether that general pattern will continue without chang
l‘ or without external efforts to imposé change—is an important and intri o
|

question.)

A second area of serious concern for public administration is fi
relations, especially the financial difficulties of some American governmet
State and local government revenues have been severely affected by the ¢
nomic downturn of recent years. Even though the private economy has b
showing signs of recovery sirice late 2010, it is very likely that (as in P
recessions and recoveries) government revenues will lag well behind privi
1 sector economic activity in returning to fiscal strength and stability. Ade
‘ | (- ‘ to these difficulties is the fact that about one-third of the states suffer i€
Vi | structural budget imbalances resulting from revenue growth that is chi€
1 cally slower than increases in the costs of services those states must pro.:.’
it Also, problems like those experienced at various times in New York Cityy!

l
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ami, Detroit, and Cleveland, as well as other major cities and counties’

some smaller ones), may come to hound political leaders, administrators;
{8 citizens in other communities as they struggle to avoid fiscal chaos caus® )
i antitax sentiments among voters, declining property-tax bases, and escald!
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T
ce costs. Although intergovernmental aid can do much to bail out a city
and a suburb there, a real question exists as to whether costs imposed by
tion, tax limitation movements, and rising service needs can, in fact, be
over the long term by infusions of aid. At the core of the problem is the

fact that recipient governments can easily develop a continuing dependency
on such aid (whether from national or state sources), which may not always be
vailable. Programs funded in whole or in part through intergovernmental aid
sc more sharp cuts or even curtailment as funding declines or ceases, and in
es facing their own increasing fiscal stress, that possibility is growing stron-
Program cuts, efficiency, priority setting, strategic planning, and “entre-
neurial thinking” are relatively new concerns in public administration—in
e, at least—arising out of the very real fiscal crunch enveloping all levels
rnment.
third area of concern is control over grants-in-aid and other funding.
st kreajjtyofIGRisthemdstcnceofbureaucratic,and“interhureancratic,”cun-
ols on much of the money flowing from one level to another. These
ontrols raise questions about public accountability and about the ability
chief executives to coordinate spending effectively. Public administrators
¢ considerable discretionary authority over public spending; this author-
as affected the age-old issue of fiscal responsibility and accountability,
slated concern is that, until the last decade, some government institutions
ch as state legislatures) have lacked any real access to key decision makers
ny impact on decisions regarding intergovernmental funding. For the
o5t part, bureaucrats are in the driver’s seat when it comes to categorical
t funding, still by far the largest part of intergovernmental aid. Whether
ie situation will stay that way is unclear, given new pressures on both
crgovernmental aid and the administrators in charge of intergovernmental
grams.
Other emerging patterns in contemporary IGR include some decline
e relative prominence of fiscal and grant-related issues and a corre-
ing rise in the importance of intergovernmental regulatory issues
mong others), and the key role of the courts in settling federalism-related
ons (such as health care reform and immigration policy, among many
¢rs). There'is also growing recognition of a disturbing possibility that in-
grea sed coordination among local governments—a worthwhile objective~-
/Prove to be elusive in the long run. Finally, scholars in the field of fed-
will; in all likelihood, continue their efforts to bring some intelléc-
order out of the seeming chaos that has occurred in IGR just in the Tast
ears. For example, there have been spirited debates about the degreé -
! Centralization appropriate as a remedy for bureaucratic control of cat-
é.f"-!i al grants; also at issue is the question of just how functional or dys-
iCtional contemporary IGR has become. It is no exaggeration to suggést
few arcas of governance in this country are as complex or as challenging
one has proved to be.




140 PART 1 E The Context, Nature, and Structure of Public Administration in America
* ( F

Summary

Federalism, in its original meaning, defined an arrangement of governmen
which a central government and regional units each had some independe
standing in the governmental system. Federalism has important constit
tional, political, fiscal, and administrative dimensions. Our federal system
evolved through a variety of choices and changes, and today, IGR is pred
nant on the federal scene. b
In the past fifty years, contemporary IGR has become highly compl
Contributing to the complexity are the present grants system, functi
alliances among program administrators, and continuing tensions be
political executives and functional specialists (and their respective client
Bureaucratic activity at all levels is central to IGR and to fiscal federali
Categorical grants are the most widely used form of fiscal assistance, tho
greater political resistance has emerged to “categoricals.” Besides being us
to achieve a wide range of programmatic purposes, these grants also
served to encourage a number of changes in the behavior of recipien
ernments. From the early 1960s to the late 1990s, categorical grants of both
project and formula types were increasingly used to promote explicitly nas
tional purposes.
That led to considerable administrative complexity. Political and admins
istrative choices made early in the history of cash grants set a precedent for
single state agency relationships with national agencies in charge of a g
grant program. A sequence of events was thus set in motion that led to th
creation of self-governing guilds (also called vertical functional autoc Ci
and picket- or bamboo-fence federalism. These allied interests gra
consolidated control over grant programs, causing a political reaction
sparked a continuing search for ways to control those guilds. Coordina
is increasingly difficult to achieve, however, given the proliferation of p
cally potent government units and of both horizontal and vertical link
among them.
Grant reform has occurred in several ways. Fiscal reforms inclu
use of GRS and block grants (though neither has ever approached ca
cal grants in scope or funding). Since the presidency of Ronald Reaga
grants have assumed new importance. Administrative reforms have ta
form of either decentralization (in particular, through increased cit
ticipation) or efforts to improve coordination and management of the :
system. Improved information and communication have also been st
In recent years, state authority clearly has grown, due both to many faVi
decisions of the U.S. Supreme Court and to an emerging state-level
that frequently leaves at least some states at odds with the national

ment in important policy areas.




(¥

dg ts, pohc1es and administration; expanded use of project
. ng]ed uncertain, and varied division of responsibilities
ﬂ{ d state governments; strong interest in reducing dis-
nd local governments in outcomes and resources; and

on accountability based on measured “results” but with
based practices and greater concern about data qual-

It with in the immediate future include the continuing
lem of unfunded mandates, prospects for further reduc-
nal and state aid, and changes in the extent of bureaucratic

ints facing government across the board, IGR-related
- current adrmnlstratlon, and the challenge of malntaln—

scope of national government
ally regarding conflict and over-
ithority, what issues have had to
our early history, in more recent
ssibly in the years ahead?

tented? Does the “mismatch”
cd”’ Are there better solutions?

1nents increase? Why or why not?

the Supreme Court played in =

mporary IGR?

Cprohferauon of categorical grants -

. What administrative and fiscal problems arise

from problems associated with lack of grant coor-
dination? What steps have been taken to prevent
such problems from occurring and to deal with
them when they do arise?

. Compare and contrast block grants, categorical

grants, project grants, and formula grants, What
are they and what are the political consequences
of each (referring to questions of political and
administrative control, and different patterns of
programmatc benefit and lack of benefit for each

type of program)?

. Discuss the use of regulations by administrative

agencies as a vehicle for intergovernmental con-
trol and how changes in administrative autonomy *

. atall levels of government affect IGR.
. What political and administrative patterns in

federalism/IGR are associated with the premdency
of Barack Obama?
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