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federal controls through grant programs and preemption of state and 
local laws and regulation. This raises the question of where support for 
devolution of federal power is likely to come from.

One potential source is from national leadership and national 
political parties. It is possible that the collection of pragmatic
decisions on particular issues results !n an overall situation of
government regulation and/or spending and/or disenchantment with the 
federal role that makes the situation an attracti issue for a 
political party and/or political leadership in a party. The situation in

the United States has probably reached this point, although it is
unclear how long the situation will last.

It will be recalled that President Carter obtained the Democratic
Party nomination against a variety of potential opponents who more 

closely reflected the national Democratic Party's close association with 
activist federal policies dealing with social welfare and the growth of 
federal programs in the Kennedy and, particularly, Johnson years. 
Carter's primary campaign emphasis was strongly anti-Washington with 
stress on state and local control and a less active federal government 
in many areas of domestic policy.

Carter's presidential term was a mixed bag in terms of the 
administration's action on federalism issues. The administration 
encouraged the expansion of employment and training programs, 
particularly, and promoted the use of state and local government in 

counter-cyclical policy through local public works and public service 
employment programs. At the same time the administration supported a 
number of proposals to consolidate categorical assistance programs into 
block grants and implemented some measures to reduce the quantity of 
regulations and conflicting guidance by federal agencies to state and 
local government. However, this approach did not carry over into some 
issues of particular interest to Alaskans, such as public lands issues. 
Throughout his term, however, Carter used themes of restraining the size 
of government and increasing the efficiency of the federal government.

The themes of the Reagan campaign for the nomination included 
considerably more hostility to federal domestic programs generally than 
characterized the views of his primary opponents and the last Republican 

administration (Ford's). This rhetoric was also reflected in the 
campaigns of many persons running for Congress in 1980. The rhetoric 
began to become reality in 1981, as campaign themes were reflected in 
appointments to federal positions, administration positions on federal 
legislation, administration of existing legislation, and new proposals 
for "sorting out" the federal system that are discussed in detail in the 
next chapter of this report. In addition, many of the administration's 
positions on issues such as public land management were considered
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Obviously, a president and a substantial number of members of 
Congress were taking themes of smaller government and less intervention 

in state local affairs seriously, believing these positiors to combine 
political appeal with substantive soundness.

State and local officials were also altering their views on federal 
programs and regulation, although views of individua1 state and local 

leaders differed, as they always had. These officials were aware of 
growing public hostility to spending at all levels of government, as 

reflected in votes for such expenditure and tax limiting proposals as 
Proposition 13 in California and Proposition 2-1/2 in Massachusetts. 
They were also becoming increasingly concerned over federal regulations 

affecting their day-to-day actions in local government.

This change was reflected in a number of different state and local 
leadership positions. Among Republican governors, there was no real 
replacement for Nelson Rockefeller who had bf-;n an influential advocate 
within the party for additional federal programs. Leadership among the 
Republican governors tended to fall to men like William Mi 11iken 

(Michigan) and Richard Snelling (Vermont) who stressed themes of 
efficiency, management, and a reasonably trim public sector. Among 

Democratic governors, there were fewer governors aggressively seeking 

additional federal assistance, and more, such as Governors Busbee 
(Georgia) and Matheson (Utah), also scressing management themes. At the 
municipal level, mayors such as Carver of Peoria came to play major 

roles in the National League of Cities. Organizations such as the League 

of Cities, National uference of State Legislatures, and National 
Governors' Association began to stress intergovernmental management more 
and expanding federal programs less in their relations with the federal 
government. This change affected the U.S. Conference of Mayors less, but 
the presence of officials such as Mayor Koch of New York, also tended to 
moderate the demands for additional federal programs by local officials.

One result was that support for new federal programs and added 
funding for existing programs was no longer automatically forthcoming 
from state and local officials. Elected officials and their 
organizations also took steps to limit the lobbying of appointed 
officials for programs in their particular areas and began serious 
consideration of proposals to "sort out" the federal system. Criticisms
of federal administration of grant programs multiplied. As is the case
with national leadership, however, one cannot predict with certainty how
long this environment will last.

favorable by state offficials.
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The condition of the federal budget has had major impacts on 
federal-state relations in the post Korean War period, particularly in 
the area of federal grants to state and local governments. The end of
the Eisenhower administration probably marked the end of a period in
which there were political constraints of major proportions against 
expansion of federal aid to state and local governments. From that point 
on, through administrations of both parties, less was philosophically at 

stake and much more depended upon specific circumstances surrounding 
individual federal intervention issues.

One key circumstance was that the federal budget was financed 
primarily by revenues from a highly progressive federal income tax. As a
result, revenues rose much faster than gross national product and the

federal role in the economy would automatically grow every year unless 
tax rates were cut. The worse inflation the nation encountered, the more 
this effect swelled federal revenues. Planned deficits were also
acceptable, particularly when it could be shown that the deficit would 
disappear in a few years because of the growth of federal tax revenues 

without any change in rates, as was shown for deficits in the 1930s and 
1970s.

So long as no one objected to an increasing federal share of Gross 
National Product (GNP), growth of federal grants could continue without 
squeezing other items in the budget. Thus, despite periodic tax cuts,
federal outlays grew from 18.5% of GNP in 1960 to over 22% in 1980.

Federal grants to state and local government were 15.9% of federal 
domestic outlays in FY 1960 and in FY 1983 were 17.3%. Thus, GNP grew 
with real economic growth and inflation, the federal budget grew faster 
than GNP, and the grant share of the federal budget grew even faster. 
The result was that total grants jumped from $7 billion in FY 1960 to
S91 billion in FY 1980.

However, there was a limit to the tolerance of the public and 
elected leadership to constantly increasing shares of GNP being funneled 

into federal coffers. This resulted in commitments from various leaders, 
such as President Carter, to freeze the percentage of GNP taken by the 
federal government. Even stronger commitments to reducing the rate of 

growth in federal domestic spending have been made by the present 
administration.

If there is an effective political constraint against increasing 
the percentage of the GNP that is tanen by .the federal budget, then 
there are some built-in pressures to reduce grant outlays. This is most 
easily understood by considering the federal budget as having four 
components: (1) interest on the debt, (2) Social Security, (3) defense

THE IMPACT OF THE FEDERAL BUOGETARY SITUATION
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and related programs, and (4) federal domestic programs other than 
Social Security. Interest on the debt has been rising faster than GNP as 
debt increases and lower interest rate debt is replaced with debt on 

which current higher interest rates must be paid. Social Security 
outlays are rising faster than GNP and will continue to do so even with 

modifications to the system that have been discussed in the past several 
years, but not enacted. National defense is not likely to decline, and 
it appears that congress will yield in 1982 as it did in 1981, to 
pressures for increases in defense spending greater than GNP growth.

If the percentage of the GNP taken by the federal budget is to be
fixed or decreasing, and if two components (Social Security and 
interest) are to be growing, and one component (defense) constant or 
growing, it follows that the remaining component must be shrinking as a 

percentage of GNP. This is a mathematical fact, true whether liberal 

Democrats, conservative Republicans, or middle-of-the-road leaders of 
either party hold the White House or Congress. Not surprisingly, the 
amounts available for grants are dropping in absolute terms and dropping 
quite rapidly in relation to GNP. The details are comprehensively 
reported in other sources.*

The political implications of reductions in real 
(inflation-adjusted) grant outlays are substantial. First, as grants
become less important in overall state-local finance, state and local

officials can and will argue logically that the federal government 
should be having less impact on day-to-day decisions in areas supported 

by grants. Second, the need to cut grant outlays felt by members of 

Congress and the administration has led to genuine concerns on how to 
minimize adverse impacts on state and local finances and on service 
recipients. This has made them receptive to arguments that decreasing 
red tape and increasing flexibility will make it possible for state and 
local officials to get more bang for each grant dollar. Third, because
grant dollars create their own constituencies of specialists, federal
and state/local employers, contractors, grantees, and service
recipients, shrinking grant funds will also shrink the constituencies 
for narrow categorical grants. Fourth, because certain federal

regulations cause state and local costs that the federal government must 
share (e.g., water pollution control regulations and wastewater 
treatment grants), declining federal funding may cause reconsideration 

of various mandates applied to state and local government.

*For a review of the situatior from a state perspective, see National 
Conference of State Legislatures and National Governors' Association, 
THE PROPOSED FY 1983 FEDERAL BUDGET: IMPACT ON THE STATES (1982).
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These factors are likely to improve the environment in which 
further improvements in grant consolidation and management are being 

considered.

SUMMARY: THE POLITICAL ENVIRONMENT FOR REFORM

The history of increasing federal intrusion into matters previously 

considered of state or local concern has many causes. Not the least of 
these has been postures of business and state and local leaders who, on 
the whole, have not only acquiesced in the trend but have often 
encouraged spec fic federal interventions.

While those concerned about federalism and the other issues faced 
by the Statehood Commission can find potential allies in single issue 
groups opposed to the power the federal courts are having in particular 

fields, these groups do not seem likely to view their problem in the 
context of larger intergovernmental relations views, nor is it clear 
that elected state and local officials would be willing to align with 

such groups.

However, there are some politically encouraging factors from the 
perspective of those interested in devolution of federal power. These 
include: (1) state and local officials who, on the whole, are less
concerned with trying to increase grant programs and more concerned 
about abuse of federal power through regulatory preemption and grant 
regulations, (2) increasing public trust of state and local governments 
and decreasing trust of the federal government, (3) clearly demonstrable 
federal policy failures in major domestic programs, (4) budget pressures 
at the federal level which will tend to discourage expansion of federal 
roles through spending programs, and (5) widespread endorsement of 

devolution by major political figures including the president of the 

United States.

Some of these factors may persist for a decade or longer. Some may 
be quite transitory. For example, political leaders are normally not 
chosen solely for their views on fed.'-alism and intergovernmental 

relations. Political change based upon factors such as the state of the 
economy or success or failures in international relations could bring 
changes in the persons controlling leadership positions in the White 
House and Congress, which might bring quite different views on 
federalism issues.



CHAPTER SEVEN: PROPOSALS FOR MAJOR CHANGES 
IN THE FEDERAL SYSTEM

INTRODUCTION

There have been many proposals for modification of the 
relationships between the federal government and the states. Some of 
these are highly detailed, such as the notion that federal agencies 
should not require state officials to report statistics to them when the 

statistics are generated by other federal agencies. Some are quite 
simple, such as the concept that state legislatures should be able to 
veto congressional enactments. Some changes' are basically just changes 
in attitudes and general approaches; some involve legislation at the 
national level; some would even require amendment of the Constitution of 
the United States.

For convenience in exposition, these changes have been divided into 

groups: (1) "major changes" such as those involving constitutional
amendment or major shifts in the division of responsibilities among 
levels of government, which are covered in this chapter, and (2) "less
major changes", which are covered in the next chapter. As a general
rule, the major changes offer more substantial devolutions of federal

power, but have more difficulties associated with obtaining enactment.

CONSTITUTIONAL CHANGES

The United States Constitution can be amended in two basic ways. 
Both involve ratification by the legislatures uf three fourths of the 
states. In one case, however, the amendment is submitted to the 
legislatures by a two-thirds vote of both houses of Congress. This is 
the method that has been used for all amendments that have been made to 
date. The second method is a constitutional convention called by 
Congress after being petitioned by two thirds of the state legislatures. 
This method has never been used, although the two thirds mark was nearly 
reached for the 17th Amendment before Congress adopted it, and now has 
been nearly reached for an amendment requiring a balanced federal 

budget.

The major problem with the second method is that no one knows 

exactly what the rules would be. Questions include what the basis for 

voting in the convention would be (one vote per state, one vote per 
delegate), whether the subjects considered could be limited to those in 
the states’ call for the convention, how much time is available for the 

states to issue a call and whether a call can be rescinded once a state 
acts. Furthermore, there is debate over whether these rules can be set
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by an act of Congress or whether setting them itself requires a 

coiistitutional amendment.

In its preliminary report, the Statehood Commission concluded that 

the absence of an authoritative determination of rules retarded use of 
the second method of amendment to the detriment of the states. The 

Constitution gave state legislatures a role, along with the national 

legislature in proposing constitutional change, but this power has been 
muted by concerns over a "runaway" convention. The commission 
recommended that Alaska join with other states in having Congress call 
for a constitutional convention limited expressly to development of 
procedures for the second form of amendatory procedure. ACIR has 
recommended that Congress pass legislation setting the rules which has 
been pending for over a decade.*

Once rules were established, there remains the question of what 
constitutional amendments would work in restoring balance to the
American federal system. One approach, suggested by Governor Babbitt,
would follow somewhat the mechanism used in Germany where the states are 

represented in an upper house of the legislature with veto over 
legislation passed in the lower house. Babbitt's proposal would allow
the legislatures of two-thirds of the states to nullify any act of
Congress, except those dealing with defense, foreign affairs, or civil
rights.

It is something of an irony of history that the decision for an 
amendment to have U.S. senators elected by the people, rather than the 
legislatures, eliminated the concept of the Senate as a body
representiny states, per se, thereby creating the need, as seen by some 
people, for a new way to maintain constitutional balance through an 
amendment allowing state legislatures to veto federal legislation. At 

the time, state legislative leaders were a major force in causing direct 

election of senators.

Another potential constitutional amendment would follow procedures 
now in effect in California and some other states governing the

relationship between state and local governments. Cast as a 
constitutional amendment, it would prevent the U.S. Congress, the 
federal courts, or both, from imposing cost-increasing requirements on

*See the discussion in ACIR, RESTORING CONFIDENCE, pp. 152-154.
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state (or state and local) governments without appropriating funds to 
pay the added costs associated with complying with the requirement.*

If applied to the courts, such an amendment would have its primary 
effect in decisions that increase the costs of providing governmental 
services in the name of civil rights. Examples are the costs of school 
busing, educating the children of illegal aliens, and maintaining the 

standards in mental health and correctional institutions that the courts 
have said are necessary to comoly with the Constitution.

As applied to Congress, such an amendment would have uncertain 
effects on conditions imposed in grant programs. It would be difficult 
to design an amendment to prevent such conditions from being imposed, so 

long as the amounts provided by the grant were sufficient to meet the 
costs imposed. Outside the grant area, the primary impact would be on 
attempted congressional regulation, such as the wages and hours controls 

rejected on other grounds by the Supreme Court and federal regulation of 
pollution control, which creates substantial state and local costs for 
wastewater treatment.

Other possibilities for constitutional amendment include:

(1) More clearly defining interstate commerce to limit 
federal control to goods and services crossing 

state lines,
(2) Expressly exempting state and local governmental 

functions from regulation by Congress, and
(3) Limiting the capacity of the federal government to 

raise revenues for purposes other than national 
defense, foreign policy, and Social Security.

SORTING OUT THE FEDERAL SYSTEM

Over the past several years, critics of the current federal system 
have been looking seriously at ways to "sort out" the federal system. 
Those involved have included the nation's governors and legislators, 
presidents Reagan and Carter, and members of Congress. The sorting out 

proposals generally involve only areas where there is actual or 
potential federal funding, as distinct from regulatory policy. However,

*The "balanced budget amendment" has a section which states: "The
Congress may not require that the States engage in additional activities 
without compensation equal to the additional costs."
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in the many cases where federal regulation follows federal grant 
dollars, regulatory policies would also be affected by t' e so ting out 

proposals.

Sorting out advocates begin from the position that the federal 
system is now hopelessly muddled. Practically every domestic policy of 
consequence -- health, welfare, social services, transportation, water 

supply and wastewater treatment, law enforcement, fire protection, 
education, natural resources -- has major involvement by the federal 
government and by state and local governments. This is seen as causing 
overlapping, duplication, and frustration in administration, creating 

excessive federal controls and federal spending, reducing accountability

of officials at all levels of government, increasing administrative
costs, and causing a host of other evils.

The objective of sorting out is to get the federal government out
of some of these activities, making them more clearly a state and local
responsibility. There are varied approaches to providing resources to 
state and local government to handle the costs previously borne by the 

federal government. The proposals also differ in whether or not some 
additional responsibilities would be shifted to the federal government. 
The three basic approaches can be characterized as (1) federal 
withdrawal, (2) federal withdrawal with revenue turnbacks, and (3) swaps 
of functions.

FEDERAL WITHDRAWAL

The obvious way to take the federal government out of various 
activities is simply to turn back the clock to restore the situation 
before the federal government entered those areas. From a federal 
perspective, this has the advantane of allowing reductions in federal 
personnel and the federal budget. It has the potential disadvantage of 
loss of federal control along with termination of funding, but in some 
areas for some federal decision-makers this is a desirable result, not 

an undesirable one.

From a state/local perspective, federal withdrawal combines the 

program implications of ending federal control with the financial 
implications of loss of grant funding. Those financial implications 
differ depending upon one's perspective and upon how state and local 

government budgets adjust to the withdrawal.

In many cases, the state/local response to the withdrawal of 
funding for a grant program will be to discontinue the activity that was 
financed by the grant. This has generally been the case, for example, 
when state and local governments have experienced reductions in programs 
funded by the Comprehensive Employment and Training Act. In such cases,
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the federal withdrawal has little or no financial impact on state and
local government as the cuts flow through to the beneficiaries of the
program and those who provided services on a contract basis. State and 
local employees who lose their jobs because federal funds are cut are, 
or course, affected but not necessarily their government's fiscal 
situation.

In other cases, however, the state and local governments will find 
it necessary or desirable to increase local funding to make up for at 
least a part of the reduction in federal funds. In these cases, the 
fiscal position of state and local government will be affected.

The amounts involved in federal grants are substantial, accounting 
for nearly a fourth of state and local spending in 1981. Federal grant
outlays for Alaska in FY 1981 were over $1,100 for every person in the

state, well above the national average of $412.*

Withdrawals of assistance currently being provided on the grounds 
of inappropriate federal involvement, as well as on the basis of federal 
budget savings, were discussed as early as the Kestnbaum Commission 
under President Eisenhower. The first major withdrawal, from the Law 
Enforcement Assistance Program, began in the Carter administration. In 

its first (FY 1982) budget the Reagan administration proposed wholesale 
withdrawals from some programs, along with consolidation into block 

grants and/or reduced funding for others. Some programs were eliminated 

by Congress on the president's recommendation and more were proposed for 
elimination in the FY 1983 budget. For example, all economic development 

programs of the Economic Development Administration, the Title V 
regional commissions, and the Appalachian Regional Commission were 
targeted for extinction.

♦National Governors' Association, "The Impact of the FY 1983 Federal 
Budget on the States: State-by-State Analysis" (February, 1982). This 
publication used the federal Office of Management and Budget definition 
of g r a m s ,  which counts as grants certain shared revenues (e.g..mineral 
leasing). This factor alone tends t , cause assistance to Alaska to be 
higher than other states. Because of concerns over grant program 
recipients (e.g., persons on welfare and/or receiving treatment under 
Medicaid) and the fiscal posture of state and local governments, state 
and local officials have preferred turnbacks and/or swaps to simple 
federal withdrawal from programs.
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The result was that federal outlays for grants dropped from $94.7 
billion in FY 1981 to $91.2 billion in FY 1982. As this was written, 
Congress had not yet acted on the FY 1983 appropriations, but the budget 
resolution indicated that Congress was moving in the direction of 
further reductions, though perhaps not to the $81.4 billion in outlays 
for FY 1983 proposed by the president. Of course, with inflation 

affecting the costs of delivering service, actual increases in grants 

would be required for grants to maintain the purchasing power they had 

had in the past.

The concept of federal withdrawal as implemented by Congress in 
1981 did involve some aspects of reduction in federal controls. Cuts in 
Medicaid and AFDC programs were accompanied by actions to reduce the 
many instances in which law, regulation, or both required states to 
spend more on these programs than strte officials would have spent in 
the absence of federal cost-increasing requirements. The administrative 
provisions of the block grants were much simpler than the requirements 
of the narrow categorical programs they replaced.

Long-time observers of state-federal relations found 1981 an 
unusual year. Very few proposals were made for new grant programs. None 
were made by the administration although some thought was apparently 
given to a grant program for correctional institutions when this was 
proposed by a federal task force. State and local officials did not 
press for new programs and many acquiesced in the grant cuts being 

proposed, suggesting that the administration had picked its targets well 
and/or that many state and local officials concurred in the concept that 

grant cutting had become necessary.

The magnitude of the 1981 reductions, however, made it clear that 
another round of reductions was possible, and another, and yet another 

leading to a course of unplanned federal withdrawal. State and local 
officials feared this result. Administration officials recognized that 
as a result, another round of grant cutting might not be so easy to 

accomplish without a plan for where it would all end that would be 
acceptable to, or at least bearable by, state and local officials. The 

result was discussion of turnbacks and swap proposals.

TAX TURNBACKS

One concept for the reform of the federal system is for the federal 
government to relinquish funding and policy responsibilities to the 
states and local governments (as in sorting out) and to relinquish some
federal revenue sources as well (rather than assuming new federal
expenditures as would be the case with sorting out). The concept of
revenue turnback has been considered from time to time for decades.
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During the Eisenhower administration, considerable attention was 

given to identifying both expenditures and revenue sources that could be 
turned back. One of the more serious efforts involved a proposal that 
responsibility for vocational education and municipal waste treatment be 
turned back along with some revenues from the telephone excise tax. The 
proposals ultimately floundered over a problem of distribution among 
states, a topic that will seen to be relevant to the swap proposals 
discussed below. The patterns of federal aid distribution and of 
telephone tax revenues were quite different. Therefore, a turnback of 
nationally equal revenues and expenditures produced windfalls for some 
states and cutbacks for others. Because the cuts were unacceptable to
officials of the states affected, the program was redesigned to include
a grant component. With this redesign, the program had two major 
disadvantages: (1) the federal cost was substantially higher than
continuing the status quo, and (2) the program did not achieve the 
objective of getting the federal government out of the business of 

providing grants ir. these areas.

The tax turnback approach was initially of strong interest to the 
Reagan administration. In his speech accepting the Republican nomination 
for president, Mr. Reagan stated: "Everthing that can be run more 

effectively by state and local governments we shall turn over to the
state and local governments —  along with the funding sources to pay for 
it." In March 1981, the WASHINGTON POST reported that the president told 

a group of county officials:

I have a dream of my own. I think block grants are 

only the intermediate steps. I dream of a day when the 
federal government can substitute for those, the turning 
back to local and state governments of the tax sources that 
we ourselves have preempted here at the federal level, so 

that you would have the resources.

There are four approaches to revenue turnbacks which involve quite 

different federal actions and potential state responses. They are:

1 . federal withdrawal from certain tax bases,

2 . a federal "pick up" tax,
3. return of revenue from a tax, and
4. a grant program from earmarked revenue.

Federal "preemption" of a particular tax, such as the personal 

income tax, may make it harder for states to tax the same source. In the 
federal withdrawal form of turnback, the federal government eliminates a 

tax, thereby making it easier to raise state taxes on the same source. 
However, *ederal withdrawal does not mandate state taxation, and federal
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and state taxes on the same tax base can coexist indefinitely, as 
indicated by taxation of gasoline, cigarettes, and personal and 

corporate income.

The concept of a federal pick up tax is that the federal government 
levies a tax but allows a 100% credit for state tax payments against the 
federal tax liability. This induces all states to enact a tax up to the

amount of the credit. States take this action because it does not change
the liability of their taxpayers and provides the state with revenues it 
would otherwise not have. These arrangements are currently in effect for 

estate and unemployment compensation taxes.

While many states return revenues from particular taxes (such as 

shares of personal income taxes, auto registration fees, and gasoline 
taxes) to local government, the federal government does not now have
such a program that returns tax revenues to the places where they were
raised. A federal grant program from earmarked revenue, such as the 
highway trust fund, differs from returning revenues in that the
allocation of expenditures is based upon measures of need for spending 

rather than on where the revenue was raised.

When the staff of the Reagan administration and ACIR began to look 

at specific ways to implement this turnback approach they discovered 
that there are few federal revenue sources that, offer the potential for 
turnback. Individual and corporate income taxes are too important in 
terms of total federal revenues to be turned back. Social insurance 
revenues (e.g., Social Security) are already earmarked and airport and 
airway trust fund and highway trust fund monies are already returned as 

grants. Eliminating these taxes from the list of federal taxes leaves
the sin taxes on alcohol and tobacco, what remains of the estate and
gift taxes, the telephone excise, and the windfall profits tax. The

windfall profits tax is not a suitable tax for turnback because it is 
temporary and revenues are concentrated in a few states. Receipts in FY 
1980 from these taxes were alcohol, $5.6 billion, tobacco, $2.4 billion, 
estate and gift $6.4 billion, and telephone, $1.1 billion. The 1981 tax 
amendments will cause gradual reduction in estate tax revenues. Alcohol 
and tobacco tax revenues will not grow rapidly and may not grow it all, 

assuming no change in rates. Thus, these tax sources would not 
necessarily seem desirable from a state and local perspective as
resources to finance growing expenditures in programs turned back by the 

federal government.

Ir 1982, Congress passed new tax legislation designed to reduce the 
deficit by increasing federal taxes. The tax increases included a 
doubling of federal cigarette taxes and an increase in the telephone
excise. This development enhances the revenue raising capacity of these
tax sources, but reduces the probability that federal officials will be
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willing to abandon them to the states.

The idea of federal withdrawal from one or more of these tax tunes
was not, per se, particularly attractive to state and local officials
because of the lack of growth of the base, the fact that state and local 
governments can already reach these tax bases, and recognition that the 

state and local officials would have to legislate state tax increases in 

order to capture any revenue to compensate for federal cutbacks. Pick up 
taxes or return of revenue from a tax would v avoid legislatures having to 
adopt "n»w taxes", as the federal government, would still be levying the 
tax. >

The major problem with turning back revenues from a particular tax 

or group of taxes as compensation for termination of federal funding for 
a group of grants is that it is hard to match the revenue being turned 
back with the grants being lost. ACIR showed this problem in unpublished 

materials developed in 1981 which compared each state to the average of 
all states in revenues being obtained from turnbacks of various taxes 

and in expenditures from federal programs.

The contrasts in revenue raising capacity are particularly obvious
for the taxes (sin taxes and estate and gift taxes) that looked the most
promising for turnback. Utah, with its high proportion of persons who 
neither smoke nor drink, could raise only 53% of the national average 
revenue per capita from the sin taxes, by virtue of having less sin to 

tax. Nevada, which sells lots of alcohol and tobacco to visitors, would 
raise 2.5 times the national average from these taxes. Alaska would
raise about 31% more per -;apita from the sin taxes. However, Alaska 
would do much worse with -n estate tax turnback as Alaska, according to 
the ACIR figures, would only raise 36% of the national per capita
average. While the Alaska numbers may change from the base year used by 
ACIR, the high numbers for Nevada and low ones for Utah are likely to be 

stable over time.

There is basically no relationship between the federal aid per 
capita in grant programs and the revenue per capita from potential
turnbacks. Alaska, according to the ACIR figures, gets 260% more 
education aid per capita and 364% more transportation aid per capita 
than the average. Thus if the turnback revenues equaled the lost federal 
aid on a national basis, Alaska would lose substantially. A state like 
Connecticut with lower than average federal aid for education and 
transportation and higher than average yields from sin and estate taxes 

would be a gainer.

Like the Kestnbaum proposal described above, the turnback approach 
would produce politically unacceptable disparities among states through 
a pick up tax or return of revenue from a tax to the state where it was
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raised. Thus, it was not an acceptable alternative to the Reagan 

administration.

The remaining alternative from the list of four turnback approaches 

presented above was to fund a grant program out of earmarked revenues. 
This was not attractive to the administration or other participants in 
turnback discussions. From an administration perspective it retained 

federal financing, which the administration was trying to reduce, and 
violated the principle of using'trust funds only when true user charges 
were involved. Financing r o a d O ' r o m  gasoline taxes met this criterion, 
but financing education from alcohol taxes did not. From a state/local 
perspective it did not represent a real sorting out, and there was no 
guarantee that a switch in the source of financing would reduce the 

feaeral mandates associated with the programs involved.

Thus, the turnback proposals died in 1981 much as they had died in 

the 1950s in the Eisenhower administration. In their place emerged 
another set of proposals, built around the idea of swaps, as discussed 

in the next section.
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The concepts of federal withdrawal and turnbacks of functions and 
revenue sources involve a one way movement of federal activities to the 
states. However, much of the discussion of reforms in the federal system 
in the past several years have been concentrated on proposed two way 
shifts, with the federal government taking more responsibility for some 
activities and less for others. This approach has generally been more to 

the liking of state and local officials because the financial 
consequences are better than no federal assistance with withdrawal or 
chancy prospects of new revenues under turnback. In sorting out, the 

federal government could pick up some functions and, in the process, 
save state and local governments the money they now spend on them. These 
funds could be used to defray the costs associated with the ending of 

federal grants in other fields.

In November 1980, shortly after President Reagan was elected, the 

National Governors' Association and the National Conference of State 
Legislatures adopted a joint policy statement that called for, among 

other things, "sorting out roles and responsibilities among the three 
levels of government to recognize the primary federal policy and 

financial responsibility for national defense, income security, and a 
sound economy, and the primacy of state and local governments in such 
areas as education, law enforcement, and transportation."

After this general adoption of sorting out principles, staff 

members of various governors and legislators began to study specific 
sorting out proposals, as did the White House. For the state officials, 
the question of what functions the federa1 government might take was 
easily decided. The governors and legislators have consistently pressed 
for greater federal cost responsibility for welfare and Medicaid 
programs. During the Carter administration, this support took the form 
of support for welfare reform and health financing arrangements that 

offered considerable fiscal relief to states. The Reagan administration 
had little interest in these proposals, but was willing to consider 
proposals that would include relieving the federal government of some 
costs of major grant programs in return for more federal spending on 
welfare or Medicaid.

ADVANTAGES OF SORTING OUT: Sorting out offered many advantages from 
the perspective of those interested in it. First, responsibility for 
various act' ies would be clearly established. With such clear 

designation or responsibi1ity would also come increased political 
accountability. Each level of government would be forced to deal with 
the consequences of its own actions, and the constant finger pointing 
and blame shifting that characterize the current intergovernmental

PROPOSALS FOR SWAPPING FUNCTIONS
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system would be lessened. This was attractive to state officials who had 
long felt they had responsibi1ity inconsistent with authority in the 
state-administered programs of Med.'caid and welfare and resented federal 
control in such fields as education. This was attractive to the Reagan 
administration because it, as a philosophical and budget matter, wanted 
to be out of detailed involvement in state and local affairs in as many 

programs as possible.

Second, many believed that with clear accountabi1ity would come 
increased program effectiveness. Program success or failure would

depend on the developers and implementers, not on the complex mecnanisms 
of intergovernmental relations.

Third, program administration would be more effective and 
efficient. Unnecessary and duplicative administrative and overhead 
expenditures could be avoided. At a minimum, federal, state, and local
staff now devoted almost entirely to the maintenance of the
intergovernmental system could be eliminated or reassigned to more 

productive activities. State bureaucrats could devote their attention to 
program management rather than to grantsmanship and lobbying with
federal agencies. The fragmentation of planning and data processing 

systems could be ended.

Fouith, within each level of government there would be 
opportunities for more flexible program design and operation. It is 
inherently easier to modify a system where one level of government 
controls all the parts than whr ) responsibility is more widely
dispersed. In the particular case of income security programs, federal 

assumption of funding and policy responsibilities could reduce some of 
the extreme disparities which .exist in the definitions of eligibility 
for assistance and the amount of assistance that is provided.

Finally, officials at each level of government saw possibilities 

for financial gains. States had the potential to unload all or part of
the Medicaid program, with its history of escalating costs. By clearly
assigning such functions as education out of the federal domain, federal 
officials saw ways to avoid pressures for increased spending in 

functionally oriented grant programs.

DETAILED SWAP PROPOSALS: The president released his "New
Federalism" proposals in January 1981 indicating that he would like them 
to go into effect with the beginning of FY 1984, October 1983. The major 
components of the proposal were a swap of functions and trust fund
financing of some state costs for a limited period.

In the swap component the federal government would absorb the 
entire costs of the Medicaid program, which is now cost shared between
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states (and local governments in some states) and the federal 
government. In return, the states would assume all costs of the 
federally funded, cost-shared AFDC program and of the Food Stamp program 
which is now 100% federally funded for benefits and 50% federally funded 
for administration. This swap was seen as a financial gain for states in 
terms of the dollars involved, depending upon assumptions made about
future cost growth and the starting year used for analysis.

The turnback component would involve ending about 125 federal grant 
programs ir 43 program areas with estimated FT 1984 federal spending of

about $30 billion. A federalism trust fund of $28 billion would be
established to finance continued state and local spending on the federal 
program activities that were being eliminated and to equalize gains and 
losses from the swap on a state-by-state basis. Beginning in FY 1988 the 
federal taxes used to finance the trust fund would begin to be reduced, 
so that states would assume full financial responsibi1ity gradually, 

using state taxes to replace those repealed, increasing ''ther state
taxes, or cutting programs, as state officials might decide.

Certain key details were not specified by the administration, 
including the extent to which the benefit levels of Medicaid would be 
retained under federal administration and the requirements that might be 

imposed on the states to maintain benefits in AFDC and Food Stamps. The 
administration indicated a desire to enter into discussions with state 
and local officials ever these and other features of the plan.

When the governors held their winter meeting in February 1982, the 

state response to the federalism proposals was a key issue. 
Administration officials were seeking the support of state and local 
officials for the New Federalism proposals. It was generally believed 

that without this support, the many groups interested in continuation of 

narrow federal categorical programs would easily kill the 
administration's initiative. The "federalism policy" adopted by the 
governors at this meeting is quoted in detail below as it is an 
excellent indicator of how the governors of both parties reacted to the 
proposal. The legislators did not have a meeting format as convenient as 
the mid-winter meeting of the governors, but individual legislators 
expressed comparable sentiments. The statement of the governors included 
the following:

The time is at hand for national debate and action on 
the roles and responsibilities of federal, state and local 

government. The President, in his State of the Union 

message, set out a bold and specific proposal to realign 
the federal syztcm to achieve more effective and 
accountable government at all levels.
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The Governors have, with an increasing sense of
urgency, placed federalism reform at the top of their
national agenda. We share the President's strong dedication 
to the concept of federalism. ..

Our policy statements set forth many federalism 

principles and guidelines that are compatible with the

President's proposals. We are in full accord with the
President's proposal for a federal assumption of Medicaid. 
We also welcome his far reaching suggestion that a range of 

categorical programs be transferred to state 
responsibility....

The President's federalism proposals contain some 
elements that are not consistent with existing policy 
positions of the National Governors' Association, such as 
assigning responsibilities for food stamps and AFDC to the 
states. The Governors also believe that support for state 
and local governments should not be cut in the 1983 budget 
to the extent that state governments are weakened and left 
without the capacity to meet the new service delivery 
requirements of the president's plan for 1984 and beyond.

The Governors believe that these differences can 
either be reconciled by negotiation or temporarily set 
aside as we build a program based on existing areas of 
mutual agreement. The Governors believe that our areas of 
agreement with the President's proposal form the basis of a 

revolutionary restructuring of our federal system. ... The 
Governors stand ready to enter Into immediate discussions 
with the administration concerning these areas of agreement 
and the subjects left open in our proposal. Our goal is to 
keep the federalism issue before the American people and to 
work with the President and the Congress at every 
opportunity to restore balance to our system of government.

The governors' statement went on to make a series of specific 
proposals including the federal takeover of Medicaid and the turnback of 
grant programs with an accompanying trust fund, but without turnback of 

AFDC or Food Stamps.

THE STATUS OF THE NEW FEDERALISM PROPOSAL: The New Federalism
proposal was immediately characterized by some as an attempt by the 
president to divert attention from the serious economic problems then 
facing the country. However, the administration sought consultations
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with state and local officials. These discussions were private, although 
news about thorn was released from time to time.

One change in the administration's posture related to the sources 
of financing for the proposed trust fund. The original proposal had 
contemplated tnat some of the funding would come from the windfall 

profits tax. This is a temporary tax designed to capture some of the 
difference betwen oil prices before decontrol and market prices. It was 
never seriously considered in the tax turnback proposals discussed above 
because of its temporary nature and because the benefits would be 
concentrated in only a few states. State officials did not want to see

trust financing tied to a reveue source which, under current law, will
soon cease to exist. The administration dropped its position that the
trust fund financing had to come from earmarked taxes, such as the
windfall profits tax.

State officials also argued that the Food Stamp program should 
remain a federal responsibility. Administration spokespersons indicated 
a willingness to consider this possioility. However, eliminating food 
stamps from the package would substantially reduce the amount of new 
financial responsibility being accepted by the states. In order to keep 

the swap relatively equal in financial terms, it became necessary to 

consider having the federal government take only a part of Medicaid 
costs. The negotiators discussed a somewhat different proposal for 
federal takeover of Medicaid, with the federal government taking only 

the Medicaid costs associated with typical private health insurance 
plans, including up to 100 days of hospital care. The states would be 
given considerable flexibility in deciding whether additional medical 

care would be provided to low income persons, to whom such care would be 
provided, and what types of care would be covered. The major impact of 
the proposal would be to leave the states with financial responsibility 
for "long term care", basically the significant costs incurred in some 
states of maintaining indigent and near indigent elderly persons in 
nursing homes.

In their meetings in the summer of 1982, both the governor and 
state legislators discussed the swap proposals at length. Both groups 
explored the many difficulties with the proposals, as discussed below. 
Some of the governors who had been most active in the negotiations 
indicated a desire to abandon discussions with the administration in 
favor of drafting a plan that would be presented directly to Congress. 
Neither the governors or legislators endorsed the plan that was then 

being supported by the administration.

Thus, as this is written, it is unknown whether or not the 
administration and large numbers of state and local officials can reach 
agreement on some sort of a plan. If they fail to do so, New Federalism
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proposals 'nave little chance of passage, although comparable results 

might be reached by different means as discussed below.

DIFFICULTIES IN NEW FEDERALISM PROPOSALS: From the perspective of 
the Statehood Commission, it is not necessary to examine minutely each 
variation of sorting out proposals. The details under discussion are 
likely to change almost weekly and the final plan may well not take 
shape until after the commission has made its report. However, an 
understanding of some of the obstacles to agreement between the 
administration and state and local officials is important. These 
obstacles are inherent in the basic concepts of sorting out and thus are 
independent of the individuals who happen at the moment to be in 

leadership positions in state governments, Congress, or the White House.

The difficulties with sorting out depend, of course, on what 

programs are involved. Assuming that the federal government acquired
either of the major cost-shared income maintenance programs (AFDC or
Medicaid), as often advocated by state officials, some difficult choices 
would have to be made at the federal level. These are essentially the 
same problems that were faced when the federal government assumed
responsibility for the SSI program (Supplemental Security Income --
income maintenance payments for the aged, blind and disabled) in 1974.
As is now the case with AFDC and Medicaid, eligibility for the program 
and payment levels differed sharply from state to state.

Federal takeover of SSI costs was urged as a step to shift
financing burdens from fiscally pressed states to what was then

perceived as a financially more comfortable federal government. In 
addition, the takeover, like welfare reform proposals, provided a 
national floor under eligibility criteria and benefit levels, resulting 
in more assistance to disabled individuals and the elderly poor in many 
states. There was no direct state quid pro quo for the takeover.

The federal government's cost to raise everyone's benefits to the 
level of the highest state was viewed as prohibitive. A benefit level 
was chosen that raised benefits for inhabitants of many states, but 
would have lowered them for inhabitants of other states. States were 
given the option of supplementing the federal payments, and many did so 
in order to avoid benefit cuts for their residents. However, later 

federal law "locked 1n" the states to their supplements which are
currently about $2 billion per year.

Current AFDC benefits for a family of three with no other income 
range from under $100 in Mississippi to nearly $500 a month in Vermont. 
Adoption of nationally uniform benefits at the Vermont level would 
increase the federal costs of takeover by billions of dollars over and
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above the costs of picking up what states currently spend on the 
program. The obvious alternative is to set some lower level of payments, 
thereby cutting benefits for some program participants and reducing the 
federal budget cost. This problem can be delayed, but not prevented, by 

phase-in provisions. The likely solution would be the one used for SSI 

—  a nationally uniform benefit involving major benefit increases for 
some beneficiaries and reductions for others. If the SSI precedent were 
followed, states would be allowed to supplement benefits. If states 
decided to do so, the net improvement in their financial situation from 
federal takeover of the AFDC program would be reduced because they would 

be continuing to support AFDC beneficiaries at the same time they would 
have taken on new financial responsibilities in other federal program 
areas under sorting out. Thus, federalization of welfare might well 
involve higher federal costs than the state costs being assumed by the 
federal government because of need for uniformity in benefits nationwide 
and the state fiscal relief might be less than envisioned because of 

supplementation of benefits in some states.

Much the same situation exists in the Medicaid program, where some 
states have opted to provide the minimum array of services only to 
persons actually receiving cash assistance. At the opposite extreme are 

states that provide the full array of benefits to persons who are 

medically needy, though not on cash assistance, in addition to benefits 
provided to recipients of cash assistance. The federal government could 
match existing services only by perpetuating state-by-state differences 

in a national system. It could protect all current recipients only at 
considerable cost. It could opt for lesser coverage, but in the process 
would still incur some added costs and would cause the benefits of some 
recipients to be reduced. In the case of benefit reductions, the 

possibility of state supplementation would presumably be left open.

Thus, from a federal perspective, nationalization of either program 
would likely bring a combination of higher costs to bring low states up 
to national minimum standards and outcries from those whose state 

standards had been above the new national minimum.

Federalization of Medicaid or AFDC also carries some problems of 
administrative control. Currently Food Stamps are administered by the 
states using 50% federal money for administration and 100% federal money 
for the stamps. The income tests used for the program are somewhat 
different than those used for AFDC. AFDC and Medicaid are administered 
by state and local officials with some federal supervision of 
administration. AFDC recipients are automatically eligible for Medicaid. 
If the federal government has Medicaid cost responsibilities, it will 
thus be subject to the cost responsibi1ites based upon eligibility 
determinations in AFDC which are controlled by states. One way around 
this problem would be to have the states, with their existing
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decentralized o-ffices, continue to administer the intake procedures 

forboth programs, but if this is done the sorting out of state and 
federal functions is less complete.

Another difficulty with sorting out is that the patterns of state 
expenditure on functions to be taken over by the federal government vary 
significantly from state-to-state as do the patterns of federal spending 
on programs that would be shifted to the states.* States such as New 
York spend much more per capita on Medicaid than, for example, do the 
Southern and Western states. However, most Southern and Western states 

get more per capita education assistance than states in the Northeast. 
Thus, a swap of Medicaid for education programs that involves equal 
national totals would not yield equal results state-by-state.

The Reagan administration proposal deals with this situation by the 

mechanism of a trust fund. The amount that each state would get under 

the trust fund would be the amount needed to replace the federal 
programs being lost minus the amount that the state gained from the swap 
proposal. This means that all states are "held harmless" in the base 
year for the swap. Difficulties arise, however, in any year after the 
base year. The first problem is that the trust fund replaces what would 
have been provided in the base year, no: what would have been provided 
in the current year had the old federal programs continued. In cases of 
major shifts in population or the welfare of individuals, the trust fund 
allocation would grandfather old assistance patterns rather than meeting 
new assistance needs. This is not a major problem in the Reagan 
proposals, however, as the trust fund is intended only to be temporary.

However, if the trust fund is temporary, the states will, sooner or 
later, lose funding from it. When that happens the unequal aspects of 
the swap tend to dominate the equity of the results for individual 
states as those unequal aspects are no longer compensated for by the 
trust fund. Furthermore, state officials have to face the question of 
where to find the money to continue the programs previously financed out 

of the trust fund.

Another problem with the swap and sorting out proposals is the 

considerable likelihood that the level of government that is giving up a 
function will try to maintain some control of how that function is 
handled by the government that takes it over. For example, there is 

considerable discussion of minimum federal standards in the event that

*The details are explored in considerable state-by-state quantitative 
depth in ACIR's staff working paper CHANGING THE FEDERAL AID SYSTEM: AN 
ANALYSIS OF ALTERNATIVE RES0URCE/RESP0NSI8ILITY TURNBAC-.S AND PROGRAM 

TRADE-OFFS (January, 1982).
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programs such as AFDC or Food Stamps were turned over Lo the states. In 
the other direction, officials of states with generous Medicaid programs 

are desirous of a federal comnr^ment not to reduce benefits in the event 
of a federal takeover. It is reasonable to anticipate that various 

groups would want guarantees of how states would spend money out of any 
new trust fund. Local government officials are, for example, looking for 

a mandatory "pass through" so that state officials would be required to 
pass along a specified amount of the state allocation to local 
governments in the same states. Groups interested in particular 

functional areas, such as elementary and secondary education, will 
undoubtedly seek to have strings attached to trust fund allocation to 
protect overall spending on the function in which they are interested.

These restrictions would, of course, somewhat defeat the 
philosophical objectives of sorting out -- making one, and only one, 

level of government responsible and accountable for individual functions 
rather than spreading accountabiIty over several levels of government.

PROSPECTS FOR FUNCTIONAL REALIGNMENT

The proposals for ensuring functional realignment of state and 
federal governments without a constitutional amendment are all built on 

a political premise that it should be possible for state, local, and
federal leaders to reach and have enacted some sort of agreement among
themselves providing for sorting out of functions and financial 

responsibilities. There is certainly support in the examples of Canada, 
West Germany, and Australia that such actions can take place.

However, the American political system is much more fragmented than 

the political systems of those three nations. Those nations have
strongly cohesive p o 1it*cal parties which can provide one vehicle by 
which decisions are implemented. Furthermore, in their parliamentary
system the head of the government is also head of the majority party in 
the legislative body. This means that, unless the government falls, the 

chief executive can normally deliver on commitments that require
legislation for implementation. This is clearly not the case in the 
United States at either the state or federal level. Agreement by state 
leaders and the president does not necessarily result in state
legislators considering themselves a party and certainly would be less 
than binding on Congress.

Furthermore, the United States has many more actors than the other 

countries. Not only do we have 50 states, many more than Canada,

Australia, and West Germany, but our local governments have close
financial and regulatory ties to the federal government to which state 
governments are not a party. Much of the federal assistance that would 
be given up in any swap or turnback proposal would be assistance such as
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Community Development Block Grants, mass transit assistance, school aid 
programs, and wastewater treatment grants, that go directly to local 
governments without even passing through the states. Representatives of 
these local governments will not necessarily view an even swap at the 

state level to be even relative to them if they assume that the states 
will keep many of the benefits of swaps and turnbacks while letting the 
negative impacts of the cut-off of federal aid fall directly on local 

government.

Furthermore, the swap and sorting out proposals will substantially 
reduce the power of many actors in the current intergovernmental system, 
and cost some of them their jobs. This is most obvious in the case of 
executive branch officials who earn their living passing out federal 
dollars and writing regulations for programs that would be ended under 
the proposals. Also important are the specialized staffs in 
congressional committees and the interest groups that have built up over 

exercising some control over the amount and purposes of federal 

assistance in these programs.

These considerations and the substantive difficulties with the 
proposals as outlined above suggest that it will be difficult, if not 
impossible, to reform the federal system through one grand plan such as 

the president's proposals. However, even if reform cannot be 
accomplished in one major step such as a constitutional amendment or a 
major swap, there are many less major steps that can be t T h e s e  are 
discussed in Chapter 9.



CHAPTER EIGHT: PROPOSALS FOR LESS MAJOR CHANGES 
IN THE FEDERAL SYSTEM

INTRODUCTION

The topic of shifting functions among governments, as discussed in 
the preceding section, has occupied considerable attention in 1981 and 
1982 because of the major changes being made in federal taxing and
spending patterns and an administration with strong views on returning 
power to state and local governments and the private sector. However, 

over the past decade, most attention was paid to reform proposals that 
did not involve shifting functions but rather took the existing funding 

patterns and functional interests of the federal programs as given. 
These reform proposals are discussed in this section in terms of four 
basic concepts affecting federal grant programs: (1) broadening the
purposes of grants, (2) transferability, (3) joint funding, (4)
consultative procedures, and (5) other reforms. In addition, the
relationships of state and federal governments are potentially affected 
by regulatory reform, which is discussed at the end of the chapter.

BROADENING THE PURPOSE OF GRANTS

Many of the criticisms of the existing federal grant system can be 
reduced by the combination of a number of categorical programs into one 
new program encompassing the purposes of the prior programs. Such action 

provides more state and local flexibility, eliminates or reduces 
mandates to use particular providers or technologies, makes it possible 
for the priority setting system to more closely conform to local 

institutions, and can reduce reporting and administrative costs. Whether 
these results follow in all cases, of course, depends upon the controls, 
institutional requirements, etc. of the new program that is created.

The basic concept involved has been given a number of names. These 

include:
-- Grant Consolidation 
-- Block Grants, and 
-- Special Revenue Sharing.

In addition, proposals in particular functional area such as the Allied 
Services Proposal in social services, have elements of grant 

consolidation.

DEFINING BROAD-BASED GRANTS: There is inherently no single best way 
to define what is a "block" grant, or a broad-based grant. Some programs 
traditionally defined as broad-based block grants, such as the Law 
Enforcement Assistance Program, evolved various categorical aspects such 

as federal earmarking of funds for particular subfunctions within the
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grant (e.g., corrections). Within each grant program, state and local
flexibility varies from time to time by virtue of changes in both 
legislation and regulations.

The classification system that is most widely used is that of the 
Office of Management and Budget which defines three major categories of 
grants: (1) General Purpose Grants, (2) Broad-based Grants, and (3)
Other Grants. Using these categories, 0MB defines general revenue 
sharing and certain specialized revenue sharing programs, such as 
sharing of timber revenues with local governments, as general purpose 

grants. These grants normally have no restrictions on *he purposes to 
which the grant funds may be put. 0MB defines broad-based grants to
include such programs as Community Development 81ock Grants, 

comprehensive health grants, certain titles of the Comprehensive
Employment and Training Act (manpower training), the Social Services 
grants, law enforcement assistance, impact aid, and the local public 

works program. Under these definitions, the new block grants enacted in 
1981 are broad-based grants.

STATUS OF BROAD-BASED GRANTS: In FY 1981, general purpose grants
accounted for 7.2% of federal grant outlays and broad-based grants 
accounted for 10.6%, leaving over 80% of grant outlays in the category 

of "other". The adoption of some of the administration's FY 1981 block
grants increased the broad-based grant percentage to 13.5% in FY 1982 
and administration projections indicated that a level of 17.1% would be 
reached in FY 1983. Meanwhile, general purpose grant outlays would
remain under 10% of a declining total grant allocation.*

While the administration has indicated a preference for block
grants over narrow categorical programs, in many key areas it would

rather take the federal government out of fhe function with turnbacks or 
swaps rather than support the function with any kind of grants.

DEVELOPING A BROAD-BASED GRANT: The development of a block grant

involves a number of steps as outlined below:

(1) The programs to be consolidated must be defined, 
normally in terms of some organizing concept such 
as preventative health or social services;

(2) The basis for allocation must be established, 

typically on a formula basis;
(3) Transition provisions must be developed to deal 

with situations in which the new f o r m u ^  causes 

sharp changes in funding;

♦U.S. BUDGET, SPECIAL ANALYSIS H, p. 21.
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(4) Earmarking, requirements for continued support of 
certain activities, etc. must be specified; and

(5) New administrative provisions, dealing with 
auditing reporting, etc. , must be specified.

Each of these steps can involve consioerable controversy. As the debate 
over the block grant proposals showed in 1981, it is oossible r.o combine 
some programs and to label the result as a block gt it w h i k  retaining 
many of the features of categorical grants.

Because the categorical programs are themselves established by 
legislation, the normal mechanism for achieving block grants k  through 
legislation that eliminates the categorical programs and estaolishes the 
new block grant. However, a somewhat different procedure is involved in 

e proposed Federal Assistance Improvement Act (S. 807). Title I of 
this legislation uses the legislative veto for dealing with grant
consolidations, a procedure generally associated with the president's 
power to reorganize federal agencies subject to legislative veto. The 
basic mechanism involves a presidential decision to consolidate grants, 
notification of Congress, and automatic implementation of the decision 
unless vetoed by Congress. The legislation is designed to make it easier 

to consolidate grants as congressional inaction works on the side of 

change not on the side of the status quo and members of Congress may be 
able to avoid an actual vote on some consolidations.

The approach of allowing the president to consolidate grant
programs, subject only to the possibility of legislative veto, has been 

advocated for some time by state and local elected officials, ‘he logic 
is that enactment itself would encourage the president to propose 
consolidations and that groups interested in the survival of particular
categorical grants would find it more difficult to engineer a resolution
of disapproval in one or both houses of Congress than to block passage 
of new legislation, which is the ony way currently available to 
consolidate grants. This same logic, naturally, leads to opposition to 
the proposal by persons interested in preserving particular categorical 

grants.

The legislative veto aspect of the legislation also raises policy 
objections to it. From the perspective of some members of Congress, the 
legislative veto alters the legislative process by giving the president 
the power to write legislation and have it adopted by default. From an 
executive branch perspective, the legislative veto may increase 
presidential powers in some areas (e.g., reorganization and grant 
consolidation) but reduce them in other areas such as congressional 
review of proposed arms sales, administrative regulations, and sales 

from the national stockpile.
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In addition, grant consolidation proposals often present tricky 

jurisdictional issues within Congress, as is the case when a program 
under the jurisdiction of one committee is to be consolidated with a 
program under the jurisdiction of another. The congressional conpittee 

system is not well adapted to dealing with such proposals.

Despite the obstacles, block grants are likely to continue to be 

favored by state and local officials and do offer a way to improve 
federalism without total federal withdrawal from fields where 
considerable assistance is now provided by the federal government.

TRANSFERABILITY

The fundamental concept of trarsferabi1ity is that the grant
recipient, a state or local government, could transfer funds from one 

grant program to another. The Individual proposals specify what programs 

can be affected, the max.mum amount of possible transfer, which is
usually stated as a relatively small percentage (e.g., 10-33 percent) of 

the program totals, and the administrative procedures for the transfer. 
The basic concept is to allow state and local officials to reflect 
unique local priorities and problems that could make the optimal local 
distribution of uses of federal funds different from the distribution 
called for by the national legislation establishing each program.
Transferability is also reflected in S. 807 in that legislation's Title 
V which allows recipients to transfer up to 20X of funds from one
program t.o another among programs covered by an integrated plan
developed at the state or local level.

Although experiments with transferabi1ity have been suggested by a 
number of state and local officials, the United States has no experience 
with transferability of grant funding. However, certain implications of 
the concept are obvious. One of these is that the provision would
provide a kind of grant popularity context that would be likely to 
affect future funding. Consistent transferring of funds out of certain 

programs would suggest that local decision makers accorded a lower
priority to that program than past congressional fund allocations would 
indicate. To proponents of the activity involved, this would suggest the 
need to protect the program from transfers out of it. To federal 
budget-cutters, this would suggest the potential for reductions in the 

program.

JOINT FUNDING

Frequently, single projects or facilities at the state and local 
level are supported from more than one federal grant source. This raises 
the possibility of a different kind of grant consolidation. Instead of 
consolidating programs at the federal level, the existing programs could
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ue combined at the level of the regions, states, project or facility 
being supported by different federal sources. This offers the 
theoretical possibility of eliminating duplicating reports to various 

federal agencies and of tedious audits to make sure that each federal 
agency's funds were used only for exactly what that particular agency 
can support. The assumption is that monies are saved and more services 
can be delivered. Further the aggravations of people and problems 
"falling between" federal programs would be reduced.

The desire to exploit these possibilities received considerable 

attention in the 1970's . One result was the Joint Funding Simplification 
Act of 1974 which followed various administrative experiments with 
"integrated grant administration." The fundamental concept was that one 

set of reporting and auditing requirements and one application could 
serve the needs of many federal agencies that all support the same basic 
activity. Although much ink has been spilled in describing the promise 
of these actions and in writing regulations, they have had little impact 
on grant programs.* The fundamental problem has been that the relevant 
congressional committees and administering federal agencies have been 
reluctant to drop what they consider to be their minimum legal 
obligations on the control of spending as established by their 
authorizing legislation. The Joint Funding Simplification Act has now 

expired, but joint funding would be included as a title in the Federal 
Assistance Reform Act discussed earlier.

CHANGES IN FEDERAL CONSULTATIVE PROCEDURES

Over some 20 years, there have been constant attempts to try to 

improve the consultative arrangement between state and local governments 
and federal officials. However, it is hard to say that any systematic 
improvement has occurred. Basically, whether and how consultative 

arrangements work is still largely a function of the general attitudes 
of the particular federal officials involved toward consultation and the 
aggressiveness with which the particular state and local officials 
wishing to consult on a particular subject pursue their desires.

*A comprehensive history of the various grant reforms of this type will 
be found in Chapter 5 of ACIR, IMPROVING FEDERAL GRANTS MANAGEMENT 
(1977). The General Accounting Office has issued a number of reports on 
the saiie subject. These are summarized in PERSPECTIVES ON 
INTERGOVERNMENTAL POLICY AND FISCAL RELATIONS (1979).
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Obviously, from a state perspective, the ideal arrangement would 
be one that made it Impossible for the federal officials to do anything 
but consult. Having an upper house of state r ep re s en ts iv es  would 
clearly serve such a function as would a constitutional amendment that 
would give the legislatures of the states a chance to reject laws passed 
by Congress. However, these solutions are not likely to be avai’able in 

the near term.

In consideration of shorter term needs, the issue is normally 

discussed in terms of consultations with the federal executive branch. 
Because the federal legislative process is inherently an open one with 
published bills, open hearings, open debates, etc., state officials and 
their organizations normally have little difficulty in keeping posted on 
what is going on and generally do not have difficulty in reaching, as 
distinct from persuading, their elected officials in Congress. Within 
the agencies, however, is another matter, particularly in such fields as 

the drafting of proposed regulations.

With some support from their reading of the Advisory Committee Act, 

federal officials tend to look upon state and lccal officials as just 
another interest group. They see relations with state officials as 
appropriately conducted in the same fashion as relations with industry 
groups. State officials receive notification of pending proposals 
through the Federal Register, just like others, and are consulted with 
in the same' time frames and formats as representati;es of particular 

industries.

State and local officials do not see themselves in the same role as 
industrial spokespersons protesting economic regulation and resent this 
federal approach to consultation. Instead, they see themselves, at a 
minimum, as the subordinate delivery staff in federal programs that are 
delivered through state and local government and would prefer to be 
considered as partners with the federal government in the delivery of 
services. In this capacity, they feel they have roles in the early 
stages of policy formulation on the grounds that they have unique 
information and perspectives which can be useful in improving the 

administration of federal programs. In regulatory programs, such as 
those involving wetlands, state officials see themselves as having 
concurrent jurisdiction with the federal government and desire to be 
consulted in that capacity. In programs, such as fish and wildlife, 
state officials see themselves as having primary jurisdiction and want 
the federal government to follow state rules and certainly to consult 

extensively before any failure to do so.

Over the years, it has been difficult to pin down exactly what 
changes in law and regulation would be appropriate to ensure the desired 
degree of consultation. While formal systems can be designed, for
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example, to notify states of grant applications and awards, it is 

difficult to define exactly when in the process of evolving policy 
federal agencies should consult with state and local officials and
equally hard to define just what officials should be consulted.

One organizational change made by the Carter administration was to 
require that each federal department have someone responsible for 
intergovernmental relations at the assistant secretary level with an
inter- ^ernmental relations staff. Such units are now common, but
reviews of their effectiveness are mixed. In some cases, they seem to be 
an effective part of the agency's decision-making processes, but in 
other cases they operate more like messengers to and from state and 

local officials and officials of the agency's line bureaus.

Another, much older, organizational change was the federal regional 
councils. Federal regional offices were shifted to ensure that at least

most agencies had common regional structures. The heads of the field
offices in each region were established as a federal regional council
with a head in each region appointed by the White House. These officials 
were to bring a more grass roots orientation to federal policy in each 
region. Furthermore, they were supposed to be able to handle situations 
in which the federal agencies might be taking inconsistent positions in 
dealing with state and local governments.

There has now been enough experience with the councils to suggest 

that they did not solve the problems they were designed to solve, and 
probably inherently could not do so. For regional organizations such as 

the councils to work there had to be enough power delegated to the 

regions so that staff of federal agencies at the regional level were 

making meaningful decisions. However, as a practical matter Congress was 

defining programs and criteria in considerable detail and each agency 
was adding to the detail, and decreasing local flexibility, with
regulations and guidelines of its own. As a result, the councils could 
do little to adapt any federal programs to the needs 01 state and local 
government as seen by those near the scene. It became increasingly 
obvious that, at least in the U.S. federal government, field and 
regional offices were not likely to bring decisions closer to the
people, as the mere establishment of these offices took no real power
away from the Washington headquarters of the agencies.

Thus, one is left with what amounts to ad hoc consultative
relationships between state governments and the federal government. The 
federal government may consult states in a fashion through a grant 

notification system, may be a "good neighbor" in the management of 
federal lands, may consult with Alaska fish and game authorities in a 
proposed treaty on caribou migration, and may establish bodies such as
the Interior Hepartment's Regional Coal Policy Team. Yet it is hard to
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see s t r u c t u r e d  ways to guaran tee  these  r e l a t i o n s h i p s ,  which a re  
u l t i m a t e l y  based on the power of the p a r t i e s .  The p re s id e n t  and/or 
Congress can o rder  c o n s u l t a t io n ,  but cannot f in d  a way to order t h a t  the 
c o n s u l t a t io n s  be m eaningfu l or th a t  fe d e ra l  o f f i c i a l s  l i s t e n  to s t a t e  
and lo c a l  o f f i c i a l s .

How much fe d e ra l  o f f i c i a l s  l i s t e n  i s  p ro b a b ly  se t  by o th e r  f a c t o r s .  
One o f  the most i-rrportant of th ese  i s  how much s t a t e  and lo c a l  o f f i c i a l s  
seem l i k e l y  to i n f  h e n c e  the outcome. When th a t  power i s  p e rc e iv e d  as 
h ig h ,  because o f  White House t i e s  or w h a te v e r ,  th e re  i s  l i k e l y  to be 
more c o n s u l t a t i o n . *

OTHER REFORMS

T h e re  are a v a r i e t y  o f o th e r  re fo rm  p ro p o s a ls  which f a l l  w i t h in  the 
g en era l r u b r i c  o f im proving g ra n ts  a o m in i s t r a t io n  w ith o u t a f f e c t i n g  the 
fundamental n a tu re  of the  c a t e g o r i c a l  p rogram s. These in c lu d e :

AUDIT REQUIREMENTS: S t a t e  and lo c a l  o f f i c i a l s  have p re s s e d ,  w ith  
some s u c c e s s ,  f o r  the  s u b s t i t u t io n  of s t a t e ,  l o c a l ,  and/or p r i v a t e  
a u d i t s  fo r  f e d e ra l  a u d i t s  and f o r  u n ifo rm  approaches among fe d e ra l  
a g e n c ie s .

CERT IF ICAT IO N S : C u r re n t  f e d e ra l  g ran t  programs d i c t a t e ,  sometimes 
i n c o n s i s t e n t l y  from  program to  program, s t a t e  and lo c a l  p ersonne l 
p ro c e d u re s ,  d a ta  p ro c e s s in g  u se ,  i n d i r e c t  c o s t  re im bu rsem en ts ,  
p u rch as in g  p ro ce d u re s ,  e t c .  The fundamental p o s i t io n  o f  s t a t e  o f f i c i a l s  
i s  t h a t  one un ifo rm  f e d e r a l  minimum standard  should be s e t  in  g en era l 
terms and th a t  a s i n g l e  c e r t i f i c a t i o n  of a j u r i s d i c t i o n ' s  p rocedures  
shou ld  s a t i s f y  the  req u irem en ts  o f  a l l  f e d e r a l  program s. F a i l i n g  t h i s ,  
s t a t e  and lo c a l  o f f i c i a l s  would a t  l e a s t  l i k e  f e d e ra l  ag en c ie s  to  have 
u n ifo rm  re q u ire m e n ts .

*A good example of t h i s  was found in in t e r v ie w s  on the e x te n t  of f e d e ra l  
c o n s u l t a t io n  in t r e a t i e s  a f f e c t in g  f i s h  and game m a t t e r s .  A o p a r e n t ly ,  a 
major s h i f t  occurred  in  the  le v e l  of c o n s u l t a t io n  some ye a rs  ago a f t e r  
s t a te  o f f i c i a l s  persuaded Congress not to r a t i f y  a t r e a t y  n e g o t ia te d  by 
the S t a t e  Department w ith  l i t t l e  c o n s u l t a t io n  w ith  those  o f f i c i a l s .
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CROSS-CUTTING REQUIREMENTS: There is  c l e a r l y  dem onstrab le
in c o n s is t e n c y  in  the a d m in is t r a t io n  o f  c r o s s - c u t t in g  requ irem ents  ( e . g . ,  
a f f i r m a t i v e  a c t io n  and h i s t o r i c a l  p re s e r v a t io n )  from fe d e ra l  agency to 
fe d e ra l  agency and c o n s id e ra b le  s t a t e  and lo ca l  con ce rn  w ith  the d e la y s  
and paperwork a s s o c ia te d  w ith  these  re q u ire m e n ts .  These problems a re  
addressed in th e  f e d e ra l  a s s i s t a n c e  reform l e g i s l a t i o n  and a re  being 
c o n t in u o u s ly  addressed a d m i n i s t r a t i v e l y  by 0MB and the  p r e s id e n t ' s  
r e g u la t o r y  re fo rm  ta sk  f o r c e .

S IM PL IF IED  PLANNING REQUIREMENTS: T y p i c a l l y ,  f e d e ra l  g ran t
req u irem en ts  in v o lv e  com prehensive  "p la n s "  and have re q u ire d  d e t a i le d  
a p p l i c a t io n  documents th a t  are re se n te d  as e xcess  paperwork by s t a t e  and
lo c a l  o f f i c i a l s .  P o t e n t ia l  p a r t i a l  remedies in c lu d e  a l lo w in g  the
subm iss ion  of a s in g le  p lan  to accommodate the re q u ire m e n ts  of s e v e r a l  
programs, re d u c in g  the  f re q u e n c y  o f  p lan  s u b m is s io n s ,  and red u c in g  the  
number o f  e lem ents  re q u ire d  to  be in c lu ded  in such p la n s .

INTERGOVERNMENTAL REVIEW OF FEDERAL PROGRAMS: During the  y e a rs  when 
fe d e ra l  g ra n t  programs expanded s u b s t a n t i a l l y  in  number and fu n d in g ,  
s t a t e  and lo c a l  o f f i c i a l s  began to o b je c t  th a t  th e  system was becoming 
u n c o n t r o l l a b le .  E le c t e d  o f f i c i a l s ,  such as c i t y  c o u n c i l  members, m ayors , 
s t a t e  l e g i s l a t o r s ,  and governors  c la im ed  that th e y  cou ld  not even f in d  
out what f e d e r a l  g ra n ts  were coming in to  t h e i r  a r e a s ,  much le s s  have 
t h e i r  comments co n s id e re d  on proposed g ra n t s .  Th e se  c r i t i c i s m s  led to 
th re e  changes in f e d e ra l  g ran t  p ro ce d u re s .  The f i r s t  was to reduce the  
degree to  which g ra n ts  were g iven  to  non-governmental u n i t s ,  such as 
community a c t io n  program a g e n c ie s .  The second was a p ro ced u re , 
e s ta b l i s h e d  by 0M8 C i r c u l a r  A -95 , t h a t  gave s t a t e  and lo c a l  governments 
the o p p o r t u n i t y  to comment on proposed fe d e ra l  g ra n t s  a f f e c t in g  them.
The t h i r d  in v o lv e d  a ttem pts  to improve fe d e ra l  r e p o r t i n g  of g ran ts  b e in g ,
.iiade in p a r t i c u l a r  a r e a s .  In a d d i t io n  to th ese  fe d e ra l  a c t io n s ,  some 
s ta te s  and lo c a l  governments changed t h e i r  own r u l e s  to  s t re n g th e n  
re v ie w  by e le c t e d  o f f i c i a l s  of g ran t  a p p l i c a t i o n s .  S t a t e  e x e c u t iv e  
branch r e v ie w  was s tren g thened  by e s t a b l i s h in g  c e n t r a l  c le a ra n c e  p o in ts  
f o r  r e v ie w  and approva l o f  g ra n t  a p p l i c a t io n s  by s t a t e  a g e n c ie s .
L e g i s l a t i v e  re v ie w  was s tren g th en e d  in many s t a t e s  by r e q u i r in g  th a t
fe d e ra l  funds  be a p p ro p r ia te d  by s t a t e  l e g i s l a t u r e s  b e fo re  th ey  cou ld  be 
spent by s t a t e  a g e n c ie s .

On J u l y  14 , 1982 P r e s id e n t  Reagan is su e d  an e x e c u t iv e  o rder
designed to s t re n g th e n  these  p rocedures  w h i le  red u c in g  the paperwork 
th a t  had been a s so c ia te d  w ith  C i r c u l a r  A-95, w h ich  the  a d m in i s t r a t io n ' s  
p re ss  r e l e a s e  in d ic a te d  was c o s t in g  $50 m i l l i o n  a y e a r .  The new 
e x e c u t iv e  o rd e r  i s  to  be f u l l y  implemented by A p r i l  30 , 1983. I t  i s ,  o f
c o u rs e ,  to o  e a r l y  to know e x a c t l y  how. i t  w i l l  be implemented, but i t  
does o f f e r  c o n s id e ra b le  prom ise fo r  improved in te rgo ve rn m e n ta l
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The e x e c u t i v e  o rder  r e q u i r e s  f e d e r a l  agenc ies  to " su p p o rt  s t a t e  and 
lo c a l  governments by d is c o u ra g in g  the  r e a u t h o r i z a t io n  or c r e a t io n  o f any 
p lanning  o r g a n i z a t io n  which i s  f e d e r a l l y - f u n d e d ,  which has a 
f e d e r a l l y - p r e s c r i b e d  membership, wh ich  i s  e s t a b l i s h e d  f o r  a l im i t e d  
purpose, and which i s  not a d e q u a te ly  r e p r e s e n t a t i v e  o f ,  or a cco u n tab le  
to ,  s ta te  and lo c a l  e le c t e d  o f f i c i a l s . "  T h is  s e c t io n  o f  the o rder shou ld  
d iscourage f e d e r a l  mandates fo r  the  c r e a t io n  of b o d ie s  o u ts id e  of normal 
s t a te  and lo c a l  government a d m in i s t r a t i v e  s t r u c t u r e s .  A good example of 
the type o f body that, would be d isco u rage d  a re  lo c a l  h e a lth  p lan n in g  
b o d ies .

The o rd e r  a ls o  e l im in a t e s  the  A-95 re v ie w  and corrment p rocedure and 
a l lo w s  s t a t e s  to e s t a b l i s h  t h e i r  own procedures f o r  r e c e i v in g  n o t ic e  o f 
proposed f e d e r a l  a c t io n s  such as g ra n ts  and p r o p e r t y  a c q u i s i t i o n s  or 
improvements. The f l e x i b i l i t y  accorded to the s t a t e s  appears to be 
t o t a l ,  p e r m it t in g  e v e ry th in g  from d e c i s io n s  not to  re v ie w  at a l l  to  use 
o f  ve ry  fo rm a l mechanisms such as r e v ie w  by a s t a t e  l e g i s l a t u r e .  F e d e ra l  
agencies a r e  re q u i r e d  to  n o t i f y  s t a t e s  of proposed a c t io n s  and e i t h e r  
accept the s t a t e  comments or e x p la in  " i n  a t i m e l y  manner" why th e y  are  
not being a cce p te d  and acted  upon.

The o rd e r  a ls o  encourages f e d e r a l  o f f i c i a l s  to a l lo w  s t a t e s  to  
s u b s t i t u t e  s t a t e  p lan s  f o r  f e d e r a l l y  mandated ones "where s t a t e  p lan n in g  
and budgeting  system s a re  s u f f i c i e n t  and where p e rm it te d  by la w ."  T h is  
p a rt  of t h e  o rd e r  w i l l  have l i t t l e  immediate e f f e c t  as much o f  th e  
s p e c ia l i z e d  s t a t e  p lan su b m iss io n s  are  mandated by law .

OTHER INDIVIDUAL REFORMS: The l i s t i n g  above does not cover  the  many 
o ther s u b je c t s  touched upon by g ra n t  reform  p r o p o s a l s .  O ther a sp e c ts  
in c lu d e  f e d e r a l  a id  in fo rm a t io n  system s , changes in  matching and 
maintenance o f  e f f o r t  re q u ire m e n ts ,  and a d m in i s t r a t i v e  d e t a i l s  such as 
p ro p e rty  a c c o u n t a b i l i t y .  Each o f  th e s e  has v a r io u s  advantages and 
d isad v an tag e s  and su p p o rte rs  and d e t r a c t o r s .

ACIR RECOMMENDATIONS

The A d v i s o r y  Commission on In te rg o v e rn ir . . ' a l  R e la t io n s  has made a 
number o f d i f f e r e n t  p ro p o sa ls  f o r  improvement o f  th e  fe d e ra l  s y stem . 
Many o f t h e s e  have been covered above and in the  p reced ing  c h a p t e r ,  but 
a l l  are c o l l e c t e d  in t h i s  s e c t io n  f o r  an o v e rv ie w .

The ca p s to n e  to A C IR 's  m u l t i - y e a r  re v ie w  of th e  f e d e r a l  r o le  in  the 
fe d e ra l  sy s te m  was an agenda f o r  American f e d e r a l i s m  p u b l ish e d  in 
mid-1981. T h i s  r e p o r t  co n ta in e d  a s e r ie s  o f  recommendations f o r  
"d eco ng est in g  the  fe d e ra l  g ran t  s y s te m " .  ACIR ( w i t h  a few d i s s e n t in g

relations.
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v o te s )  r e a f f i r m e d  i t s  recommendation th a t  AFDC and M edica id  become c l e a r  
fe d e ra l  r e s p o n s i b i l i t i e s  and th a t  employment s e c u r i t y ,  housing 
a s s i s t a n c e ,  and b a s i c  n u t r i t i o n  be added to the  fe d e ra l  l i s t .  At the 
same t im e , th e  commission recommended th a t  " th e  number of rem ain ing  
fe d e ra l  a s s i s t a n c e  programs shou ld  oo reduced v e r y  s u b s t a n t i a l l y  through 
te rm in a t io n ,  p h a s e -o u t ,  and c o n s o l id a t i o n . "  I t  p rov ided  c r i t e r i a  fo r  
s e le c t in g  programs to be c o n s o l id a te d  or te rm in a te d .

The commission a ls o  recommended a number of p ro ce d u ra l  s tep s  to 
avo id  un in tended  impacts o f  f e d e ra l  a c t io n s  on s t a t e  and lo c a l  
governments. One o f  th ese  was th a t  f i s c a l  notes be prepared on pending 
l e g i s l a t i o n  th a t  would g iv e  members of Congress knowledge of the
f i n a n c i a l  e f f e c t s  on these g overnm ents . T h i s  i s  now being implemented in 
C o n gress .  A C IR 's  sug g est ion  fo r  r e g u la t o r y  impact a n a ly s i s  i s  now being 
implemented a d m i n i s t r a t i v e l y  and i s  in c lu d e d  in r e c e n t l y  passed
re g u la t o r y  re fo rm  l e g i s l a t i o n .  ACIR a ls o  recommended th a t  0MB be g iven  
the a u t h o r i t y  to te m p o r a r i l y  suspend the impact of c r o s s - c u t t in g  
req u irem en ts  in  s p e c i f i c  g ran t  program s, a s te p  th a t  has not ye t been 
taken but i s  fa vo re d  by many s t a t e  and lo c a l  o f f i c i a l s .

The com mission a l s o  made recommendations fo r  s t re n g th e n in g  the 
p o l i t i c a l  p a r t y  system which a re  not d is c u ss e d  here as th ey  a re  l i k e l y  
to be a b i t  a f i e l d  from the Statehood C om m iss ion 's  mandate.

A C IR 's  recommendations f o r  s t a t e  a c t io n  in c lu ded  v a r io u s
s t a t e - l o c a l  m a t t e r s ,  s t a t e  p a r t i c i p a t i o n  w ith  f e d e ra l  o f f i c i a l s  in 
de te rm in in g  how b est  to decongest the  f e d e ra l  s y stem , c o n s id e r in g  
p r io r  t y  accorded by s t a t e  and lo c a l  o f f i c i a l s  to v a r io u s  f e d e ra l  g ran t  
programs, and " e s t a b l i s h in g  j o i n t l y  on a permanent b a s i s  a s t a t e - l o c a l  
le g a l  d e fe n s e  o r g a n i z a t io n ,  w ith  adequate fu n d in g ,  p ro fe s s io n a l  
s t a f f i n g ,  and a p p ro p r ia te  a s s i s t a n c e  from the s t a t e s '  a t to rn e y s  g e n e ra l ,  
to m onitor and i n s t i t u t e  le g a l  a c t io n  opposing ' c o e r c i v e '  c o n d i t io n s  
a ttach ed  to f e d e r a l  g ra n ts  and ' i n t r u s i v e '  c o n g re s s io n a l  e x e r c i s e  of the  
commerce p o w e r ." *  T h i s  recommendation has a l r e a d y  been endorsed by the  
Statehood Commission in i t s  p r e l im in a r y  r e p o r t .

The com mission a l s o  endorsed the concept o f  a convocat ion  on 
f e d e ra l i s m  to r a i s e  p u b l i c  and d e c is io n -m a k e r  co n s c io u s n e s s  about 
f e d e ra l i s m  is s u e s  and a c t io n  to end u n c e r t a i n t i e s  in how the 
c o n s t i t u t io n a l  amendment p ro cess  w o rks ,  as d is c u s s e d  e a r l i e r  in t h i s  
r e p o r t .

^RESTORING CONFIDENCE, p . 145.
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One of the  e lem ents  o f the  p r e s id e n t ' s  economic re c o v e ry  package 
was r e g u la t o r y  re fo rm , d e f in e d  to app ly  to  f e d e r a l  r e g u la t io n  of s t a t e  
and lo c a l  government as w e l l  as fe d e ra l  r e g u la t io n  of p r i v a t e  b u s in e s s .  
The p re s id e n t  has is su e d  g u id e l in e s  to a g e n c ie s  on r e g u la t o r y  re fo rm , 

s t ren g th en e d  the f u n c t io n s  o f  0MB in  t h i s  a re a ,  and through a ta sk  
fo r c e  headed by the  v i c e  p re s id e n t  has p re sse d  ag en c ie s  to reouce the 
amount o f  t h e i r  r e g u la t io n s  and the burden of those r e g u la t io n s  on s t a t e  
and lo c a l  government and the p u b l i c .

These  e f f o r t s  and the  gen era l environm ent of t r y in g  to make the 
f e d e ra l  government le s s  o p p re s s iv e  have undoubted ly  had some im pacts  on
the e x te n t  to which s t a t e  and lo c a l  governments a re  re g u la te d  by fe d e ra l
o f f i c i a l s .  The l im i t e d  paperwork and r e g u la t io n s  a s s o c ia te d  w ith  the  new 
b lock  g ran t  programs a re  j u s t  one example.

SUMMARY OF LESS MAJOR CHANGES

The many p ro p o s a ls  d is c u ss e d  in  t h i s  ch ap te r  r e f l e c t  an
accu m u la t io n  o f  ove r  20 y e a r s  o f  e x p e r ie n c e  o f  s t a t e ,  l o c a l ,  and some 
f e d e r a l  o f f i c i a l s  and a number o f  s t u d ie s  by ACIR and o th e r  g roup s .
Th e re  i s  m e r i t  in many o f  the  p ro p o s a ls ,  w ith o u t  doubt. However, a l l  of
them a r e ,  w ith  th e  e x c e p t io n  o f  d e r e g u la t io n ,  designed to make
improvements w i t h in  a system  where the  impact of improvements th a t  can 
be made i s  i n h e r e n t l y  l im i te d  by the  c h a r a c t e r i s t i c s  o f th e  system 
i t s e l f .

However, in term s o f  major improvements to  th e  system  of
f e d e r a l i s m ,  the  problem i s  not to  make a system  many f in d  unworkable 
s l i g h t l y  le s s ,  u n w o rkab le ,  but to  f in d  a system  th a t  w i l l  avo id  the  many 
problems a s s o c ia te d  w ith  c u r r e n t  f e d e r a l - s t a t e  r e l a t i o n s .  T h u s , many of 
the  p ro p o s a ls  d is c u s s e d  in t h i s  ch ap te r  a re  "on the  back b urner"  because 
o f  c o n s id e r a t io n  o f  th e  New F e d e ra l i s m  p ro p o s a ls  d is c u ss e d  in C hapter 7. 
O b v io u s ly ,  i f  s e r io u s  c o n s id e r a t io n  i s  be ing  g iven  to e l im in a t in g  
hundreds o f  f e d e ra l  program s, i t  makes l i t t l e  sense  to devote much tim e 
to q u e s t io n s  such as red u c in g  the  paperwork a s s o c ia te d  w ith  a u d i t in g  and 
r e p o r t in g  in  th o se  program s. Th u s , th e  f e d e r a l  a s s i s t a n c e  re fo rm  
l e g i s l a t i o n  i s  s im p ly  not a p a r t i c u l a r l y  h igh p r i o r i t y  in  the  c u r r e n t  
s e s s io n  o f  C o n g re ss .

C h ap te r  9 e x p lo re s  whether th e re  a re  changes , major or m in o r ,  in 
th e  f e d e r a l  system  th a t  might be c o n s i s t e n t  w ith  th e  m iss io n  of the  
Statehood Com m iss ion , s u b s t a n t i v e l y  u s e fu l  in  re fo rm in g  the 
f e d e r a l - s t a t e  r e l a t i o n s h i p ,  and p o t e n t i a l l y  a c h ie v a b le  through 
l e g i s l a t i o n  and a d m in i s t r a t i v e  a c t io n s .

REGULATORY REFORM



CHAPTER NINE: CONCLUSIONS AND RECOMMENDATIONS

INTRODUCTION

As noted in  the in t r o d u c t io n  to t h i s  r e p o r t ,  the  commission in  i t s  
p r e l im in a r y  re p o r t  conc luded  th a t  r e v e r s io n  from s ta teho od  s t a t u s  was 
not in the  b est i n t e r e s t s  o f th e  c i t i z e n s  o f  A la s k a  but th a t  A la s k a  
c i t i z e n s  would do w e l l  to make common cau se  w ith  c i t i z e n s  of o th e r  
s t a t e s  to promote re fo rm s in  the r e l a t i o n s h i p  of the f e d e r a l  government 
and the s t a t e s .  T h is  r e p o r t  has rev iew ed  the  h i s t o r i c a l  r e l a t i o n s h i p  of 
the fe d e ra l  and s t a t e  government, e xp lo re d  some b a s ic  p r i n c i p l e s  o f 
f e d e ra l i s m  and t h e i r  a p p l i c a t io n  in  th e  U n ited  S ta t e s  and o th e r  
c o u n t r i e s ,  examined the  c u r r e n t  r e l a t i o n s h i p  of f e d e r a l  and s t a t e  
governments in the U n ite d  S t a t e s ,  and in v e n t o r ie d  and a sse sse d  the  many 
p ro p o sa ls  f o r  the re fo rm  o f the American f e d e r a l  sy stem .

The q u e s t io n  rem a in in g  to be addressed i s  what s i g n i f i c a n c e  a l l  o f 
t h i s  in fo rm a t io n  has f o r  A la s k a .  The purpose o f  t h i s  ch a p te r  i s  to 
r e l a t e  a l l  o f the  in fo rm a t io n  in  the  p re ce d in g  c h a p te rs  to the  s p e c i f i c  
q u e s t io n  o f  what trie Statehood Commission shou ld  recommend to  the 
c i t i z e n s  o f  A la s k a  and t h e i r  le a d e rs  on s u b je c t s  r e l a t e d  to  the 
d e v o lu t io n  of f e d e ra l  power.

DECONGESTION OF THE FEDERAL SYSTEM

The c o v e r in g  l e t t e r  of th e  commission in  t r a n s m i t t in g  i t s  
p r e l im in a r y  re p o r t  noted th a t  " A la s k a  can do l i t t l e  to  make u n i l a t e r a l
s t r u c t u r a l  changes in i t s  s ta tehood  s t a t u s ;  but A la s k a  car. and should
mako e f f o r t s  to e x p lo re  the f u l l  power of the  s t a t e s  w i t h in  our U n io n ."  
The cover  l e t t e r  c o n t in u e s :

We expect to reach  c o n c lu s io n s  on ways to improve our 
f e d e ra l  system  f o r  we do f e e l  t h a t  the  f e d e r a l - s t a t e  
b a lance  i s  s e r i o u s l y  askew. S t a t e s  a re  lo s in g  t h e i r  v i t a l  
p la ce  in  our system  o f  government.

T h is  r e p o r t  co n c lud e s  th a t  th e  b e l i e f  th a t  s t a t e s  a re  lo s in g  t h e i r  
p la ce  in our system  o f government i s  w idesp read  and th a t  a s u b s t a n t i a l  
number ot p o l i t i c a l l y  s i g n i f i c a n t  a c to r s  a re  in te n t  on doing something
about i t .  However, the  lo s s  o f  s t a t e  r o l e s  has i t s  ro o ts  in  s trong
economic and p o l i t i c a l  f o r c e s ,  so the  ta sk  w i l l  not be e a s y .

Much o f  what th e  c i t i z e n s  o f  A la s k a  can accom plish  w i l l  depend upon 
a n a t io n a l  p o l i t i c a l  en v iro nm en t . S p e c i f i c a l l y ,  i t  wi 1:1 depend upon the 
e x te n t  to which Am ericans re c o g n iz e  the i n s t i t u t i o n a l  i n a b i l i t y  o f  a 
n a t io n a l  government to  s e t  and implement p o l i c i e s  th a t  dea l w ith  the 
d a y - to -d a y  f u n c t io n in g  of s t a t e  and lo c a l  government. Enough ev id ence  i s
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in  to co n c lud e  both th a t  a p o l i c y  o f  d e t a i l e d  fe d e ra l  in t e r v e n t io n  in to  
m a t te rs  fo rm e r ly  o f  s t a t e  and lo c a l  concern  has h igh c o s ts  and m assive 
unintended consequences and th a t  the  American p u b l ic  and p o l i t i c a l  
le a d e r s h ip  a re  i n c r e a s i n g l y  aware of t h i s  f a c t .  The qu e st io n  i s  whether 
and how t h i s  awareness can be c o n ve rte d  in to  s p e c i f i c  a c t io n s  th a t  
s a t i s f y  the w idespread  con ce rns  of A la s k a n s .

In the  Lower 48 s t a t e s ,  much o f  the  concern  over f e d e r a l - s t a t e
r e l a t io n s  has been focused  upon f e d e r a l  g ran t  programs. T h i s  emphasis 
c o n ta in s  hazard s  and o p p o r t u n i t ie s  f o r  A la s k a .  The o p p o r tu n it y  i s  th a t  
A la s k a  can , w ith  49 o th e r  s t a t e s ,  reduce  the  in t r u s i v e n e s s  of the
f e d e ra l  government, r e fo c u s  c o n t ro l  o f  A la skan  a c t i v i t i e s  in A la s k a ,  and
r i d  i t s e l f  o f  red  tape and a d m in i s t r a t i v e  c o n t r o l s  from Washington.

The hazard i s  th a t  in  th e  ru sh  to  decongest the fe d e ra l  system , 
le a d e r s  o f  the  f e d e r a l  government and o th e r  s t a t e s  may o ve r lo o k  the
unique s i t u a t i o n  of A la s k a .  A la s k a  r e c e iv e s  more per c a p i t a  in  fe d e ra l  
g ran t  spending than any o th e r  s t a t e  by a wide m arg in . The re  are some 
lo g i c a l  reaso n s  f o r  t h i s ,  in c lu d in g  the  la rg e  land area  o f  A la s k a ,  the  
high p ro p o rt io n  o f  n a t i v e  A m e r ica n s ,  and e x p e n d itu re s  a s s o c ia te d  w ith  
the la rg e  f e d e r a l  p re sen ce  in  A la s k a  through the m i l i t a r y  and p u b l ic  
la n d s .  I t  i s  v e r y  much in ;h e  i n t e r e s t  o f A la s k a ' s  c i t i z e n s  to make su re  
th a t  fe d e ra l  " g ra n t "  spending a s s o c ia te d  w ith  the  commitments of the 
Statehood A c t  ( e . g . ,  m in e ra l  le a s in g  payments) and w ith  the  fe d e ra l  
p re sen ce  in  A la s k a  ( e . g ,  impact a id )  become d is a s s o c ia t e d  from
t r a d i t i o n a l  f e d e r a l  g ra n ts  t h a t  a re  under a t t a c k  in budget b a t t l e s  in
Washington and p o t e n t ia l  c a n d id a te s  f o r  "swaps" o f  f e d e ra l  and s t a t e
r e s p o n s i b i l i t y .  A la s k a ' s  le a d e r s  w i l l  a l s o  want to  be c a r e f u l  to  ensure 
th a t  any New F e d e r a l i s m  p ro p o s a ls  th e y  support do not p la c e  la rg e r  
f u t u r e  f i s c a l  burdens on A la s k a  than on o th e r  s t a t e s .

With th ese  conce rns  out o f  f ' e  way , th e re  i s  much to  be s a id  from 
an A laskan  p e r s p e c t iv e  f o r  support o f th e  d e v o lu t io n  of f e d e ra l  power as 
i t  i s  e x e r c i s e d  through th e  f e d e r a l  g ran t  s y stem . In t h i s  e f f o r t ,  
A la s k a n s  w i l l  be making common cause  w ith  le a d e rs  o f  50 s t a t e s .  However, 
i t  shou ld  be re c o g n iz e d  th a t  i s s u e s  which a re  paramount to le a d e rs  of 
many s t a t e s ,  such as s h i f t i n g  income m aintenance r e s p o n s i b i l t i e s  to the 
f e d e r a l  governm ent, a re  not n e c e s s a r i l y  the  most co m p e ll in g  concerns in 
A la s k a  avid th a t  A la sk a n s  w i l l  want to  use the  concerns  a s s o c ia te d  w ith  
the  fe d e ra l  g ran t  and r e g u la t o r y  p re sen ce  as a c l im a t e  in which to seek 
o th e r  improvements in A la s k a ' s  s t a t u s .

PUBLIC LANDS

I t  i s  u n r e a l i s t i c  to exp e c t  th a t  the  m a jo r i t y  o f A m er ican s ,  indeed 
the m a jo r i t y  o f American p o l i t i c a l  l e a d e r s ,  w i l l  eve r  f u l l y  understand 
the problems o f  s t a t e s  w ith  la rg e  f e d e r a l  la n d h o ld in g s .  For Americans
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eas t  of the M is s i s s ip p i  R i v e r  the p r im a ry  p u b l i c  lands problem i s  to get 
the fe d e ra l  government to a c q u i r e  MORE lands to expand n a t io n a l  p arks  
and se cu re  open space in th o se  s t a t e s .  Problem s o f  f i s h  and game 
r e g u la t i o n s ,  commercial a c c e s s ,  and o th e r  p u b l i c  land i s s u e s  s im p ly  a re  
not key i s s u e s  to the le a d e r s  o f th ese  s t a t e s .

For the changes in p u b l i c  land management sought by A laskan  le a u e rs  
to get a prominent p la c e  on th e  n a t io n a l  agenda w i l l  r e q u i r e  l i n k in g
p u b l ic  land problems to problems th a t  a re  r e l e v a n t  e a s t  o f th
M i s s i s s i p p i .  There  are  b a s i c a l l y  two ways to acco m plish  t h i s .

The f i r s t  i s  s im p ly  re g io n s ?  p o '* '* 4c s  and c o a l i t i o n  b u i ld in g .  The 
E a s t  has some major problems which - as r e g io n a l  as p u b l ic  lands a re  
in the West. In ves tm en ts  in  w a te r  s u p p ly ,  i n f r a s t r u c t u r e  and c e r t a i n  
in t e r n a t io n a l  t ra d e  co n ce rn s  a re  exam p les .  D i f f e r i n g  r e g io n a l  co n ce rns  
a re  not new in  the U n ite d  S t a t e s .  Our v e r y  C o n s t i t u t io n  came out o f  the  
" g re a t  compromise" among r e g io n s .  However, compromises cannot r e s u l t
u n le s s  th e re  a re  p a r t i e s  to  s i t  a t the  t a b le  to n e g o t ia te  them, which 
sug g ests  the im portance of the  co m m iss io n 's  recommendations re g a rd in g  
co o p era t io n  o f  Western s t a t e s .

The second approach in v o lv e s  t r a n s l a t i n g  concerns  over f e d e r a l
in t r u s io n  in to  s p e c i f i c s  o f  i n t e r e s t  to A la s k a n s .  P u b l i c  land is s u e s  
th a t  can be f i t  in to  t h i s  framework w i l l  be b e t t e r  handled from an 
A la skan  p e r s p e c t iv e  than when p u b l i c  land is s u e s  are seen as arguments 
over g iv in g  away n a t i o n a l l y  owned r e s o u r c e s .

OTHER ISSUES

As d is c u ss e d  in C hap te r  6 ,  th e re  i s  a l im i t e d  but tenuous 
r e l a t io n s h i p  between d e s i r e s  to redu ce  f e d e r a l  c o n t ro l  ove r s t a t e  and 
lo c a l  a f f a i r s  and d e s i r e s  to  reduce f e d e r a l  c o n t ro l  over the l i v e s  of 
c i t i z e n s  and the a c t i v i t i e s  o f  f i r m s .  C u r r e n t l y ,  the  Reagan 
a d m in i s t r a t io n ' s  d e re g u la t io n  e f f o r t s  a re  t r e a t i n g  both to g e th e r .  Two 
laws th a t  a re  q u i t e  s i g n i f i c a n t  to A la s k a  c i t i z e n s  - -  r e s t r i c t i o n s  on 
A la skan  o i l  im ports  and a re q u ire m e n t  th a t  sh ip p in g  w i t h in  the U n ited  
S ta te s  occur on U .S .-o w ned  s h ip s  - -  can p ro b a b ly  be b e s t  addressed in  
the gen era l c o n te x t  o f  l i f t i n g  the w e ight o f u n n e ce ssa ry  and 
c o s t - in c r e a s in g  r e g u la t io n  from the sh o u ld e rs  o f U .S .  c i t i z e n s  and 
b u s in e s s e s .

SPEC IF IC  DEVOLUTION PROPOSALS

In d eve lo p in g  i t s  f i n a l  r e p o r t ,  the  commission w i l l  be c o n s id e r in g  
a v a r i e t y  o f s p e c i f i c  p ro p o s a ls  th a t  i t  might s u p p o rt .  T h is  s e c t io n  
p ro v id e s  a s o r t  o f "shopp ing  l i s t "  o f  d e v o lu t io n  p ro p o sa ls  th a t  might be 
recommended by the com m iss ion . The l i s t  co v e rs  the f u l l  range of
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#8 SUPPORT THE PRESIDENT'S REGULATORY REFORM EFFORTS: T h is
a d m in is t r a t io n  has been s t r o n g ly  o r ie n te d  toward r e g u la t o r y  re fo rm , 
in c lu d in g  re fo rm s in  r e g u la t io n  of s t a t e  and lo c a l  government as w e l l  as 
r e g u la t io n  o f  the p r i v a t e  s e c t o r .  In  a d d i t io n  to  broad support o f these  
e f f o r t s ,  the s t a t e  of A la s k a  cou ld  ta k e  s p e c i f i c  a c t io n s  to promote 
fe d e ra l  r e g u la t o r y  re fo rm . One approach i s  to conduct a s u rv e y  o f a l l  
s t a t e ,  and p o s s ib l y  some l o c a l ,  ag en c ie s  to determ ine those fe d e ra l  
r e g u la t io n s  th a t  a re  v iewed as most burdensome and le a s t  j u s t i f i e d .  
Another approach i s  to commission a s u rv e y  o f  s e v e ra l  A la skan
com munities on the  same s u b je c t ,  but c o v e r in g  r e g u la t io n  o f p r i v a t e  as 
w e l l  as governmental con d u ct .

#9 SUPPORT REGULATORY REFORM LEGISLATIO N : R e g u la to ry  re fo rm
l e g i s l a t i o n  i s  c u r r e n t l y  pending in  C o n g re ss .  L e g i s l a t io n  of t h i s  type 
cou ld  be sup p o rted , p a r t i c u l a r l y  p r o v i s io n s  th a t  would p erm it  
c o n g re s s io n a l  ve to  o f r e g u la t i o n s ,  exempt sm a ll  b us in ess  and sm a ll  
governments from c e r t a in  r e g u la t o r y  b u rd en s , and p ro v id e  " s u n s e t "
(a u to m a t ic  e x p i r a t io n )  f o r  r e g u la t io n s .

DEFENSE AGAINST NEW FEDERAL INTRUSIONS

#10 CONTINUE OPPOSITION TO INTRUSIONS MOST ONEROUS TO ALASKA: The 
p o t e n t ia l  f e d e ra l  in t r u s io n  in to  s t a t e  p o l i c y  w ith  the most economic
s i g n i f i c a n c e  f o r  A la s k a  i s  proposed f e d e r a l  l im i t a t io n  on s t a t e  
se v e ra n c e  t a x e s .  The f e d e r a l  c o u r t s  have re fu se d  to o v e r r id e  s t a t e s  on 
t h i s  s u b je c t ,  so th e  arena  has s h i f t e d  to C o n g re ss .  Other i s s u e s  of 
i n t e r e s t  in c lu d e  Outer C o n t in e n ta l  S h e l f  l e a s in g ,  o v e r r id e s  of s t a t e  and 
lo c a l  s e c u r i t i e s  and f i n a n c i a l  r e g u la t o r y  la w s ,  o v e r r id e  of hazardous 
w aste  c o n t r o l s ,  and power p la n t  s i t i n g .

#11 ESTABLISH A DEFENSE FUND TO LOBBY AGAINST FURTHER FEDERAL 
INTRUSION: C hapter 6 re p o rte d  on the  f a c t o r s  th a t  tend to cause  f u r t h e r  
f e d e r a l  in t r u s io n s  in to  s t a t e  and lo c a l  a f f a i r s  and noted th a t  s t a t e  and 
lo c a l  o f f i c i a l s  have o fte n  been advocates  o f  in t e r v e n t io n .  T h i s  means 
th a t  o r g a n iz a t io n s  o f  s t a t e  and lo c a l  o f f i c i a l s  a re  not c o n s i s t e n t  
p ro t e c t o r s  a g a in s t  f e d e ra l  i n t r u s i o n .  C hapte r 6 a ls o  p o in ted  out th a t
b u s in e s s  in t e r e s t s  f r e q u e n t l y  f a v o r  e x te n s io n  o f  f e d e ra l  power at the  
expense of s t a t e  and lo c a l  governm ents. Th e re  i s  no o rg a n iz a t io n  in  
Washington th a t  c o n s i s t e n t l y  opposes e x te n s io n  o f  fe d e ra l  power in to  
s t a t e  and lo c a l  a f f a i r s  on p r i n c i p l e .  A la s k a  could  lead in the 
e s ta b l is h m e n t  of such a g roup , e i t h e r  by t r y in g  to I n t e r e s t  o th e rs  or 
a c t u a l l y  a p p ro p r ia t in g  seed money f o r  i t .  Such a group, work ing in the  
l e g i s l a t i v e  p ro c e s s ,  cou ld  complement a le g a l  de fense  fund (#2) working 
in  the j u d i c i a l  p ro c e s s .

REGULATORY REFORM
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The f e d e r a l i s m  debate  can be viewed as a war between the s t a t e s  and 
the fe d e ra l  governm ent. I f  one v ie w s  the s i t u a t i o n  t h i s  way, one 
examines the enemy's a s s e t s  and t r y s  to m in im ize  them. Fu n d a m e n ta l ly ,  
the f e d e ra l  government has used two major a s s e t s  to ta k e  over many 
r e s p o n s i b i l i t i e s  fo r m e r ly  e x e r c i s e d  by s t a t e  governm ents , lo c a l  
governm ents , or l e f t  to the  p e o p le .  These a s s e t s  a re  money and 
r e p u t a t io n .

The lu r e  o f  f e d e r a l  money acco unts  f o r  many o f the in t r u s io n s  of 
the f e d e r a l  government in to  such a reas  as law en fo rce m e nt , f i r e  
p r o t e c t io n ,  l i b r a r i e s ,  and lo c a l  s c h o o ls .  As d is c u s s e d  in Chapter 6 ,  i t
i s  the la c k  o f  money which i s  s t im u la t in g  much of the  fe d e ra l  p u l lb a c k
from th e se  a r e a s .  A s t r a t e g y  des igned  to  encourage f u r t h e r  f e d e ra l
p u l lo u t s  ( a t  the p o s s ib le  expense o f  s t a t e  and lo c a l  b u d g ets ,  o f co u rse )
would :

( 1 )  Cut f e d e r a l  ta x e s  as much as p o s s ib le ,

( 2 )  E l im in a t e  f e d e r a l  borrow ing  as a so u rc e  of 
funds ( e . g . ,  b a lanced  budget amendment) and/or 
c r e a t e  p o l i t i c a l  p re s s u re s  to reduce  the fe d e ra l  
d e f i c i t ,  and

( 3 )  En su re  th a t  a v a i l a b l e  f e d e r a l  funds were used up 
by f e d e r a l  programs not in t ru d in g  on s t a t e  and 
lo c a l  government such as n a t io n a l  d e fe n s e ,  
fo r e ig n  a id ,  space e x p lo r a t io n ,  and S o c ia l  
S e c u r i t y .

The second f e d e r a l  a s s e t  i s  r e p u ta t io n  - -  th e  concept th a t  f e d e ra l  
a c t io n  prom ises to have p o s i t i v e  e f f e c t s  in c u r in g  n a t io n a l  problems 
ran g ing  from  c r im e  to p o v e r t y .  One t a c t i c  in  any b a t t l e  a g a in s t  f e d e ra l  
power i s  to  d e s t ro y  or m in im ize  t h i s  r e p u t a t io n .  The p u b l i c  op in ion  
m a t e r ia l  c i t e d  in  C hap te r  6 su g g e s ts  th a t  much o f  t h i s  work has been 
done.

CONTRACTS FOR THE ADMINISTRATION OF FEDERAL PROGRAMS AND REGULATIONS

The p r e l im in a r y  re p o r t  of the  commission in d ic a t e s  some in t e r e s t  in 
the s t a t e  making arrangem ents to a d m in is te r  f e d e ra l  programs on : ome 
s o r t  o f c o n t r a c t  b a s i s .

Th e re  are a few s i t u a t i o n s  in  which the fe d e ra l  government does 
c o n t r a c t  w ith  s t a t e  and lo c a l  government f o r  the a d m in is t r a t io n  of a 
f e d e ra l  f u n c t io n .  Exam ples a re  c o n t r a c t s  w ith  s t a t e  u n i v e r s i t i e s  fo r

GENERAL a s s a u l t s on f e d e r a l c a p a c i t y
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r e s e a rc h  and c o n t r a c t s  w ith  s t a t e  and lo c a l  h o s p i t a l s  fo r  the c a re  of 
p a t ie n t s  whose c a re  i s  a f e d e r a l  r e s p o n s i b i l i t y  ( e . g . ,  merchant seamen, 
m i l i t a r y  p e r s o n n e l ,  and c e r t a in  v e t e r a n s ) .  The f e d e ra l  government a ls o  
c o n t r a c t s  w ith  s t a t e  agenc ie s  to make d i s a b i l i t y  d e te rm in a t io n s  under 
the Supplemental S e c u r i t y  Income program.

More common than c o n t r a c t s  a re  g ran t  programs in  which the fe d e ra l  
government p ro v id e s  a g ra n t  to s t a t e  government fo r  the purpose of 
a d m in is te r in g  a n a t io n a l  program. In some program s, such as Food Stamp 
a d m in i s t r a t io n ,  the  f e d e ra l  government g ive s  s t a t e  o f f i c i a l s  e s s e n t i a l l y  
no d i s c r e t i o n .  In o th e r  c a s e s ,  such as p o l lu t io n  c o n t r o l ,  the  fe d e ra l  
government s e ts  minimum s ta n d a rd s  and g iv e s  s t a t e  o f f i c i a l s  s i g n i f i c a n t  
(b u t  not enough) d i s c r e t io n  in a d m in i s t r a t io n .  T h is  p a t te rn  o f s t a t e  
r e g u la t io n  w ith  f e d e ra l  s tan d a rd s  and c o s t  s h a r in g  i s  the mechanism used 
f o r  many of the  f e d e ra l  r e g u la t o r y  a c t i v i t i e s  d is cu sse d  in  C hapter 4 . 
Examples are  o cc u p a t io n a l  h e a lth  and s a f e t y ,  w ater  p o l lu t io n  c o n t r o l ,  
and c e r t a in  a g r i c u l t u r a l  in s p e c t io n  programs.

Some id ea  of the d i f f i c u l t i e s  f o r  A la s k a n s  1n encourag ing r e t u rn  of 
power to the s t a t e s  i s  in d ic a te d  by th e  f a c t  t h a t ,  when o f fe re d  power in 
such a rrangem ents , some s t a t e s  do not accept the  o f f e r .  For exam ple , the 
meat and p o u l t r y  in s p e c t io n  program a l lo w s  s t a t e s  to a d m in is te r  the 
program or opt not to do so and have the f e d e r a l  government a d m in is te r  
the  program. O nly  23 s t a t e s ,  in c lu d in g  A la s k a ,  have chosen to  a d m in is te r  
both meat and p o u l t r y  programs.

T h u s , the  i s s u e  i s  not n o rm a l ly  a q u e s t io n  o f  the  fe d e ra l  
government u s ing  a c o n t r a c t  mechanism f o r  th e  a d m in is t r a t io n  o f  f e d e ra l  
program s, at l e a s t  as te rm in o lo g y  i s  used in  W ashington . In s t e a d ,  
p o t e n t i a l s  f o r  s t a t e  a d m in is t r a t io n  o f  f e d e r a l  s tan d a rd s  and programs 
a re  subsumed under the  g en era l to p ic  o f  g ran t  re fo rm , which i s  d is cu sse d  
below .

TURNBACK OF FEDERAL R E S P O N S IB IL IT IES  WITHOUT FEDERAL FUNDING

Th ere  a re  some s i t u a t i o n s  in which A la s k a n s  may want to pursue a 
tu rn back  of f e d e r a l  r e s p o n s i b i l i t i e s  w ith o u t  f e d e r a l  fund ing  being 
in v o lv e d .  T h i s  i s  the  case  f o r  w etlands  usage and m arine mammals, as 
d is c u ss e d  in  Chapte r 5 .  These a re  ca se s  in  whch no s p e c i f i c  f e d e ra l  
g ran t  program i s  d i r e c t l y  in v o lv e d  in  the  a c t i v i t y .

#12 ENCOURAGE FEDERAL AGENCIES AND THE CONGRESS TO MINIMIZE THE 
CONDITIONS STATES MUST MEET TO TAKE OVER FEDERAL A C T IV IT IE S :  As A la ska n s  
know from th e  d is c u s s io n  o f  th e  s u b s is te n c e  i s s u e  on the  b a l l o t ,  the 
a b i l i t y  o f the  s t a t e  to c a r r y  out c e r t a in  a c t io n s  may be co n d it io n e d  by 
com pliance  w ith  f e d e r a l  re q u ire m e n ts .  T h is  i s  a problem , f o r  exam ple , 
w ith  marine mammals and w e t lan d s  management. The commission can
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recommend the m in im iz a t io n  of th ese  b a r r i e r s  and cou ld  t a k e ,  or 
encourage o th e rs  to t a k e ,  s p e c i f i c  a c t io n  to f in d  and i d e n t i f y  these  
b a r r i e r s .  One approach would be to s u rv e y  s t a t e  ag en c ie s  fo r  programs 
th a t  they  cou ld  take  over but fo r  b a r r i e r s ,  and tu rn  over the r e s u l t i n g  
l i s t  to the c o n g re s s io n a l  d e le g a t io n .

*13 CONSIDER WITHDRAWAL FROM SOME FEDERAL GRANT PROGRAMS: Because
the most onerous of f e d e ra l  r e g u la t io n s  a re  found in g ran t  program s, one 
way out of the r e g u la t io n s  i s  to get out o f the g ran t  p rogram s. T h is  was 
c o n s id e re d ,  f o r  exam ple , f o r  v o c a t io n a l  e d u ca t io n  in A la s k a .

In the 1 96 0 s , many Southern s t a t e s  and schoo l d i s t r i c t s  d e c l in e d  
f e d e r a l  g ra n t s  because th e y  would not a cce p t th e  c i v i l  r i g h t s  
re q u ire m e n ts  connected w ith  them. S in c e  then th e re  have been few 
examples o f s t a t e  r e j e c t io n  of f e d e ra l  g r a n t s ,  e x c e p t in g  programs ( e . g . ,  
meat and p o u l t r y  in s p e c t io n )  where the  f e d e ra l  government would p ro v id e  
the r e g u la t io n  i f  the s t a t e  opted not to p ro v id e  i t .  However, s t a t e
r e j e c t i o n  o f  f e d e ra l  g ra n ts  in  p a r t i c u l a r  programs i s  a lways a
p o s s i b i 1i t y .

S ta t e  r e j e c t i o n  o f  f e d e r a l  funds  from p a r t i c u l a r  programs would 
have s a lu t o r y  e f f e c t s  on o th e r  s t a t e s .  A f e d e ra l  b u re a u c ra t  i s  
p a r t i c u l a r l y  em barrassed whose p r o f f e r r e d  g ra n ts  a re  r e j e c t e d .  R e je c t io n  
would tend to encourage a f e d e r a l  r e v ie w  o f  the  r e g u la t io n s  and 
req u irem en ts  which caused A la s k a  to  r e j e c t  a p a r t i c u l a r  g r a n t .  
I n c r e a s i n g l y ,  f e d e r a l  funds a re  being c o n c e n t ra te d  in b lock  g ra n ts  and 
la r g e r  programs ( e . g . ,  M e d ica id )  t h a t  a re  too e x p e n s iv e  to r e j e c t .  
However, th e re  remain some s m a l le r  programs where r e j e c t i n g  fe d e ra l  
fu n d in g  i s  a p o s s i b i l i t y .

The s t a t e  cou ld  use i t s  budget p ro cess  to i d e n t i f y  programs fo r  
s t a t e  government where f e d e r a l  a s s i s t a n c e  cou ld  be dropped. An 
i n d iv id u a l  c i t y  government cou ld  do the  same th in g  in i t s  budget 
p ro c e s s .  Assuming th a t  the  p ro ce ss  produced some g ra n ts  th a t  could  be 
dropped, the  s t a t e  would a p p ro p r ia te  funds to co v e r  the lo s s  of f e d e ra l  
fu n d s .  The s t a t e  fu nd in g  would be somewhat l e s s ,  s a y  10% to  20% l e s s ,
than the l o s t  f e d e ra l  funds to r e f l e c t  economies a s s o c ia te d  w ith
a vo id in g  paperwork and fe d e ra l  r e g u la t io n s  ca u s in g  i n e f f i c i e n t  uses of 
f u n d s .

R e fu s in g  fe d e ra l  g ra n ts  i s  a d i f f i c u l t  s tep  to tak e  because i t  
does in v o lv e  not ta k in g  some f e d e r a l  funds to which the  s t a t e  i s  
e n t i t l e d .  A more a t t r a c t i v e  approach , from a s t a t e  p e r s p e c t i v e ,  would be 
f e d e r a l  l e g i s l a t i o n  th a t  p e rm it te d  t r a n s f e r s  o f funds among g ran t 
program s. With such l e g i s l a t i o n ,  A la s k a  would be f r e e  to drop fe d e ra l  
fu nd in g  in some a reas  w ith o u t  lo s s  o f f e d e ra l  fu n d s .



143

#14 SUPPORT NEW FEDERALISM PO L IC IES  THAT WOULD TURN BACK
R E S P O N S IB IL IT IES  FOR CURRENT FEDERAL PROGRAMS TO THE STATES: C hapte r 7
d is c u s s e s  a v a r i e t y  o f  New F e d e ra l i s m  p ro p o s a ls  c u r r e n t l y  under 
d is c u s s io n  in  the  a d m in is t r a t io n  and Congress  and by s t a t e  le a d e r s .  
These p ro p o sa ls  have in common:

( 1 )  W ithdrawal o f the f e d e ra l  government from a 
number o f  g ran t  programs and the r e g u la t io n s  
th a t  accompany them, and

(2 )  P ro v id in g  the s t a t e s  w ith  a d d i t io n a l  f i n a n c i a l  
r e s o u rc e s  ro u g h ly  e q u iv a le n t  to the  lo s s  o f 
f e d e ra l  a id  by:

( a )  A f e d e r a l l y  funded t r u s t  fund
AND/OR

(b )  F e d e ra l  assumption o f  programs c u r r e n t l y  
p a r t l y  funded by s t a t e s .

I t  i s  not r e a l i s t i c  to exp e ct  the  Statehood Commission to p ic k  and 
choose among the  many a l t e r n a t i v e s  now under c o n s id e r a t io n .  As a 
p r a c t i c a l  m a t te r ,  i f  New F e d e ra l i s m  i s  to  be enacted  at a l l ,  th e  s t a t e ' s  
c h o ic e  w i l l  be whether or not to  support '  some s o r t  o f compromise
proposa l th a t  has not y e t  been d r a f t e d .  T h u s , a l l  th e  commission can be
expected  to  do i s  in d ic a t e  support o f ,  o r  o p p o s it io n  t o ,  th e  f a m i l y  o f 
p ro p o sa ls  d e s c r ib e d  above. In  th e  p r e s id e n t ' s  i n i t i a l  p roposa l A la s k a  
would save  $32 m i l l i o n  from f e d e ra l  assumption o f  M e d ica id , spend an 
a d d i t io n a l  $53 m i l l i o n  to  m a in ta in  p u b l ic  a s s i s t a n c e  b e n e f i t s  w ith  no 
f e d e r a l  c o s t  s h a r in g ,  lo s e  $165 m i l l i o n  in  f e d e r a l  a s s i s t a n c e  in  
programs th a t  would be te rm in a te d ,  and get an a l l o c a t i o n  of $187 m i l l i o n
from the  proposed t r u s t  fund w h ich , ig n o r in g  rounding  e r r o r s ,  i s  a net
g a in / lo s s  o f z e ro .

The programs proposed by th e  a d m in is t r a t io n  f o r  tu rn b ack  to the  
s t a t e s  are l i s t e d  below:

Program Number o f  S e p a ra te
G ra n ts

R e h a b i l i t a t io n  S e r v i c e s  5
V o c a t io n a l  and A d u lt  Ed u ca t io n  9
E le m e n ta ry  and Secondary  Ed u cat ion  

B lock  Grant 28
Comprehensive Employment and 

T r a in in g  5
WIN (employment and t r a i n i n g )  1

TURNBACK OF FEDERAL RESPONSIBILITIES WITH FEDERAL FUNDS



144

Low Income Energy  A s s i s t a n c e  
W e a th e r iz a t io n  1

Emergency A s s i s t a n c e  ( w e l f a r e )  1
C h i ld  N u tr .  (Schoo l Lu nch , e t c . )  10
Chi Id W e lfa re  2
Adoption A s s i s t a n c e  1
F o s t e r  C are  1
Runaway Youth 1
C h i ld  Abuse 1
S o c ia l  S e r v ic e s  B lo ck  G ran t 3
Lega l S e r v i c e s  1
Community S e r v i c e  B lock  G ran t 1
P r e v e n t iv e  H e a lth  B lock  G ran t 8
A lc o h o l ,  Drug Abuse , and Mental 

H e a lth  B lock  G rant 5
P r im a ry  Care  (H e a l th )  B lock  G ran t 1
M ate rna l and C h i ld  H e a lth  B l k .  G r .  7 
P r im a ry  Care  R esea rch  1
B la c k  Lung C l i n i c s  1
M ig ran t  H e a lth  C l i n i c s  1
F a m i ly  P la n n in g  1
Women, I n f a n t s ,  and C h i ld re n  

S p e c ia l  Feed ing  (WIC) 2
Aid f o r  A i r p o r t s  2
Highway Programs 9
T r a n s i t  Programs 4
R u ra l  Water and Waste D isp o sa l  I
Water and Sewer Loans 1
Community F a c i l i t y  Loans 1
Community Development B lock  Grant 2
Urban Development A c t io n  G ra n ts  1
Waste Water T reatm ent G ra n ts  1
O ccu p a t io n a l H e a lth  and S a f e t y  1
G e n era l Revenue S h a r in g  1

TOTALS 
Programs 45
G ra n ts  122
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#15 ENCOURAGE THE CONSOLIDATION OF NARROW CATEGORICAL GRANTS INTO 
BROADER BLOCK GRANTS: Fo r  the  g ra n t  programs th a t  are  to be c o n t in u e d , 
the commission co u ld  endorse th e  concept of b lo ck  g r a n t s .  Congress 
enacted  some s i g n i f i c a n t  b lo ck  g ra n t s  in 1981 at the re q u e s t  o f  the 
p r e s id e n t .  The p r e s id e n t ' s  c u r r e n t  budget recommendations in c lu d e  
s e v e ra l  a d d i t io n a l  b lo ck  g r a n t s .

The com mission co u ld  a l s o  encourage passage of th e  F e d e ra l  
A s s i s t a n c e  Reform A c t ,  which c o n t a in s  a p r o v i s io n  a l lo w in g  the  p re s id e n t  
to  c o n s o l id a t e  g ra n ts  by e x e c u t i v e  o r d e r ,  s u b je c t  to veto  by C o n g re ss .

#16 ENCOURAGE OTHER GRANT REFORMS: T h e re  a re  a v a r i e t y  o f o th e r
g ran t  re fo rm s  which the  commission co u ld  e n d o rse .  These a re  d is c u ss e d  in 
Chapte r 8 and , in  more d e t a i l ,  in  many p u b l i c a t io n s  o f the  A d v is o ry
Committee on In te rg o ve rn m e n ta l  R e l a t i o n s .  The commission may w ish  to
avo id  d e t a i l s  and s im p ly  endorse g ra n t  r e fo rm s ,  which have been proposed 
by ACIR and o t h e r s ,  th a t  would s i m p l i f y  g ra n t  a d m in i s t r a t io n ,  reduce 
paperw ork , and in c r e a s e  the f l e x i b i l i t y  accorded to s t a t e  and lo c a l  
o f f i c i a l s .

In  the  c o n te x t  o f  d i s c u s s io n s  o f  g ra n t  re fo rm , i t  w i l l  c o n t in u e  to 
be im portan t to A la s k a  to  p re s e r v e  the im p o rtan t  fu nd in g  from fe d e ra l  
programs t h a t  a re  a s s o c ia te d  w ith  " th e  c o s t  of doing b u s in e s s . "  These 
in c lu d e  shared  revenues  from m in e ra l  l e a s i n g ,  shared  t im ber r e c e i p t s ,
impact a id  and o th e r  programs des igned  to  compensate s t a t e  and lo c a l  
government f o r  the  f a c t  th a t  the  f e d e r a l  government does not pay s t a t e  
and lo c a l  t a x e s .  B e s id e s  hav ing  a d i f f e r e n t  r a t i o n a l e  from r e g u la r  g ran t
program s, th e s e  programs do not have e x t e n s iv e  r e g u la t io n  or paperwork
re q u ire m e n ts .

RFGIONAL ORGANIZATIONS

In some c a s e s ,  i t  can be argued th a t  the  m ajor reason  f o r  f e d e ra l  
a c t io n  i s  t h a t  in d iv id u a l  s t a t e s  cannot be a l lo w ed  to c o n t ro l  s i t u a t i o n s  
which a f f e c t  s e v e r a l  s t a t e s .  In t h i s  s i t u a t i o n ,  th e re  i s  an a l t e r n a t i v e
to  f e d e r a l  a c t io n ,  which i s  a c t io n  by the  a f f e c t e d  s t a t e s  a c t in g
to g e th e r  through a compact or o th e r  ag reem ent.*

SUPPORTING GRANT REFORM

* P e rso n s  w ish in g  more d e t a i le d  in fo rm a t io n  on t h i s  s u b je c t  should  
c o n s u l t  A C IR ,  M u l t i s t a t e  R e g io n a l i sm  (second p r i n t i n g ,  1 9 7 8 ) .
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I n t e r s t a t e  compacts have been used in a v a r i e t y  o f  ways to promote 
i n t e r s t a t e  c o o p e ra t iv e  e f f o r t s .  Some of the major compacts in c lu d e  the 
A t l a n t i c  S ta te s  M arine F i s h e r i e s  Compact, the G re a t  Lakes  B a s in  Compact, 
s e v e ra l  n u c le a r  com pacts , the New England P o l i c e  Compact, the Western 
Compact fo r  H igher E d u c a t io n ,  and a v a r i e t y  o f mass t r a n s i t  and r i v e r  
b as in  com pacts. The la r g e s t  i n t e r s t a t e  compact agency i s  the New York 
P o r t  A u t h o r i t y  which owns many f a c i l i t i e s  in c lu d in g  the World Trade 
C e n te r .

The in t e r s t a t e  compact would appear to have l i t t l e  appeal fo r  
A la s k a ,  as a non-cont iguous s t a t e .  A la s k a  has a few s u b je c t  m a tte rs  o f 
common in t e r e s t  w ith  o th e r  s t a t e s .  S p e c ia l i z e d  h ig he r  ed u ca t io n  ( th e  
s u b je c t  m atte r  of the Western Compact fo r  H igher E d u c a t io n )  and 
f i s h e r i e s  a re  two exam ples .  However, in  o th e r  a reas  such as p o l lu t io n  
c o n t r o l ,  mutual p o l i c e  a s s i s t a n c e ,  r i v e r  b a s in  p lan n in g  and the  l i k e ,  
Canada, r a t h e r  than o th e r  s t a t e s ,  i s  the  lo g i c a l  p a r tn e r  fo r  A la s k a  and 
the lo g ic a l  v e h i c l e  fo r  agreement i s  a t r e a t y ,  which can o n ly  be en tered  
in to  by the  fe d e ra l  government, not in d iv id u a l  s t a t e s .

SPECIAL ARRANGEMENTS FOR ALASKA OR NON-CONTIGUOUS STATES

The c o n m is s io n 's  p r e l im in a r y  r e p o r t  in d ic a te d  an i n t e r e s t  in 
e x p lo r in g  the p ro sp e c ts  o f  s p e c ia l  tre a tm e n t of non-contiguous s t a t e s  
and p o s s ib le  agreements between A la s k a  and th e  f e d e ra l  government
re g a rd in g  d e v o lu t io n  of powers . Such s p e c ia l  t re a tm e n t appears u n l i k e l y  
to d eve lo p .

The no tion  of " g e n e r a l i t y "  o f laws has a s i g n i f i c a n t  a t t r a c t io n  in 
our c u l t u r e .  The concept i s  th a t  laws shou ld  not be d i r e c t e d  at 
in d iv id u a l  s i t u a t i o n s ,  but d i r e c t e d  at c a t e g o r ie s .  The p r o h ib i t io n
a g a in s t  b i l l s  o f a t t a in d e r  in the  U .S .  C o n s t i t u t io n  i s  an example of an 
a p p l i c a t io n  of t h i s  concept to i n d i v i d u a l s .

There i s  no le g a l  reason why Congress cou ld  not en ac t  laws
a p p l i c a b le  o n ly  to A la s k a ,  even g iven  the "equa l fo o t in g  d o c t r i n e . "
S t a t e s ,  w ith  c o n s t i t u t io n s  comparable to  th e  fe d e ra l  one, o f te n  have
laws th a t  c r e a t e  c l a s s e s  where o n ly  one lo c a l  government f a l l s  in  the 
c l a s s .  W hile  the n o t io n  o f p a ss in g  " g e n e ra l"  laws would not seem a bar 
to s p e c ia l  t re a tm e n t of A la s k a ,  the concept has wide acceptan ce  as a 
s tan dard  o f  l e g i s l a t i v e  co n d u c t .  Fo r  exam ple , p ro v is io n s  in g ra n t  law 
designed to l im i t  the e n t i t le m e n t s  of New York C i t y ,  New York S t a t e ,  and 
C a l i f o r n i a  a re  t y p i c a l l y  phrased g e n e r a l l y  ( e . g . ,  p ro v id ed  t h a t  no 
s in g l e  r e c ip i e n t  s h a l l  be awarded more than 10% of the  funds
a p p ro p r ia te d  p ursu ant to t h i s  a c t ) .

S in g l in g  out A la s k a  or a group of s t a t e s  cou ld  be done in t h i s
f a s h io n .  Another approach w ith  the same r e s u l t  i s  to pass genera l
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l e g i s l a t i o n  g iv in g  s t a t e s  o p t io n s  o f doing something under c i rc u m sta n c e s  
where A la s k a  would be the  o n ly  s t a t e  l i k e l y  to e x e r c i s e  the  o p t io n .  An 
example might be a law  g iv in g  any s t a t e  the  o p p o r t u n i t y  to  buy a l l
f e d e r a l  e l e c t r i c  power f a c i l i t i e s  w i t h in  i t s  b o rd e rs  at an ap p ra ised  
f a i r  market v a lu e .

G iven  th a t  d i s t i n c t i o n s  can be made among s t a t e s ,  1s the f a c t  o f 
n o n - c o n t ig u i t y  a re a s o n a b le  b a s i s  fo r  d i s t i n c t i o n ?

To answer t h i s  q u e s t io n  on a p u b l i c  p o l i c y  b a s i s  one needs to tu rn  
to some p r i n c i p l e s  o f f e d e r a l i s m  such as those d e s c r ib e d  in  Chapter 2 . 
Of th o s e ,  the  one most l i k e l y  to  be a p p l i c a b le  i s  the e c o n o m is t 's
concept o f e x t e r n a l i t i e s .  The concept i s  t h a t  f e d e r a l  a c t io n  may be 
re q u ire d  i f  the b e n e f i t s  o f a c t io n  1n one s t a t e  a re  f e l t  in a n o th e r .  For 
exam ple , f e d e r a l  a c t io n  w i l l  l i k e l y  be a p p ro p r ia te  when one s t a t e ' s  
p o l lu t io n  a f f e c t s  a downwind or downstream s t a t e .

Lack o f  e x t e r n a l i t i e s  would argue f o r  s p e c ia l  p ro v is io n s  fo r  
non-contiguous s t a t e s  in  some in s t a n c e s .  I t  would argue th a t  A la s k a  and 
Hawaii shou ld  have a much f r e e r  hand in  a i r  and w ater p o l lu t io n  
d e c i s io n s  than West V i r g i n i a ,  though not n e c e s s a r i l y  l e s s  than those 
contiguous  s t a t e s  th a t  g e o g r a p h ic a l l y  cannot e a s i l y  p o l lu t e  t h e i r  
n e ighbors  ( e . g .  D e law are  and F lo r id a - ) .

However, the  e x t e r n a l i t i e s  argument in v o lv e s  d e a l in g  w itn  q u e s t io n s  
of f a c t  in each c a s e .  Highway s a f e t y  p ro v id e s  an exam ple . So long as 
A la skan  and Alabaman d r i v e r s  d r i v i n g  in  those  s t a t e s  i n j u r e  o n ly  t h e i r  
f e l l o w  r e s i d e n t s ,  th e re  i s  no e x t e r n a l i t i e s  argument to  j u s t i f y  f e d e ra l  
highway s a f e t y  la w s .  The e x te n t  to  which f e d e r a l  in t e r v e n t io n  would be 
j u s t i f i e d  through e x t e r n a l i t i e s  would be based on the  f a c t u a l  q uest io n  
o f  how much each s t a t e ' s  d r i v e r s  exposed n o n - re s id e n t s  to r i s k ,  which 
depends both on how much th e y  d r i v e  in o th e r  s t a t e s  and how much d r i v e r s
o f  o th e r  s t a t e s  d r i v e  in  t h e i r  s t a t e .

As p o in ted  out in  C hapte r 2 ,  much f e d e r a l  in t e r v e n t io n  i s  based 
upon a " t i m e l y  c o n t r ib u t io n "  t e s t .  T h i s  t e s t  m e re ly  r e q u i r e s  a f in d in g  
th a t  the  f e d e ra l  a c t io n  w i l l  be h e lp fu l  f o r  some re a s o n .  Using  t h i s  t e s t  
su g g ests  no d i s t i n c t i o n  f o r  non-contiguous s t a t e s .  Teach in g  handicapped 
c h i l d r e n ,  humane trea tm en t o f  p r i s o n e r s ,  a v o id in g  impure m eats , a vo id in g  
i n d u s t r i a l  a c c id e n t s ,  hav ing  pure  d r in k in g  w a t e r ,  e t c .  a re  a l l  
p resum ab ly  good t h in g s .  I f  th e  m o t iv a t io n  f o r  f e d e ra l  l e g i s l a t i o n  i s  to  
make s u re  th a t  a l l  Am ericans have th ese  and o th e r  good t h in g s ,  th e re  i s  
no lo g i c a l  b a s i s  fo r  d e p r iv in g  c e r t a in  Am ericans o f  th e se  good th in g s  
m e re ly  because th ey  a re  se p a ra te d  from o th e r  Am ericans by Canada or the  
P a c i f i c  Ocean.
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Attempts to se cu re  s p e c ia l  trea tm en t fo r  any p a r t i c u l a r  s t a t e  in 
f e d e ra l  r e g u la t o r y  programs, in c lu d in g  those  w ith  a g ran t  component, a re  
thus u n l i k e l y  to be s u c c e s s f u l .  T h is  c o n c lu s io n  i s  in d ic a te d  by the 
s c a r c i t y  o f s p e c ia l  t re a tm e n ts  in the  c u r r e n t  p a t te rn s  o f  f e d e ra l  
r e g u la t io n .

CONCLUSION

In i t s  p r e l im in a r y  r e p o r t ,  the  commission commented: "We f e e l  th a t  
now i s  the c r i t i c a l  time to attempt r e d i s t r i b u t i o n  of powers from the 
fe d e ra l  to the  s t a t e  l e v e l . "  A l l  o f the e v id en ce  in t h i s  r e p o r t  - -  the 
a t t i t u d e s  o f  o th e r  s t a t e  le a d e r s ,  the  Reagan a d m in i s t r a t i o n ' s  approach 
to f e d e r a l i s m ,  and p u b l ic  o p in io n  - -  suggest th a t  t h i s  i s  the c a s e .  Such 
r e d i s t r i b u t i o n  would by no means s o lv e  a l l  o f the problems th a t  led to 
the e s ta b l is h m e n t  o f  the commission by th e  c i t i z e n s  o f  A la s k a ,  but could  
c e r t a i n l y  e l im in a t e  many o f the  problems which A la s k a  c i t i z e n s  and 
le a d e rs  share  w ith  c i t i z e n s  o f o th e r  s t a t e s .  However, the  s t a t u s  quo i s  
defended both by pow erfu l i n t e r e s t s  and i n e r t i a ,  which means th a t  change 
w i l l  not come w ith o u t e f f o r t .



BIBLIOGRAPHY

B i r c h ,  H o rto n ,  B i t t n e r  and Monroe, THE CONCEPT OF 
STATEHOOD IN THE AMERICAN FEDERAL SYSTEM, 1981

H ag g a rt ,  D i c k ,  SELECTED TOPICS ON ASSOCIATION, 1981

Helms, A n d re a ,  and McBeath, G e r a ld ,  A CROSS NATIONAL 
STUDY OF STATEHOOD IN FEDERAL SYSTEMS, 1981

I n s t i t u t e  o f  S o c i a l  and Economic R e s e a rc h ,  FEDERAL 
REVENUES AND SPENDING IN ALASKA: THE FLOW OF FUNDS
BETWEEN ALASKA AND THE UNITED STATES, 1981 w ith  1982 
update

ADVISORY COMMISSION ON INTERGOVERNMENTAL RELATIONS

CATEGORICAL GRANTS: THEIR ROLE AND DESIGN, 1977

CHANGING PUBLIC ATTITUDES ON GOVERNMENT AND TAXES, 
1981

THE FEDERAL INFLUENCE ON STATE AND LOCAL ROLES IN THE 
FEDERAL SYSTEM, 1981

THE FEDERAL ROLE IN THE FEDERAL SYSTEM: THE DYNAMICS
OF GROWTH: AN AGENDA FOR AMERICAN FEDERALISM:
RESTORING CONFIDENCE AND COMPETENCE, 1981

THE FEDERAL ROLE IN THE FEDERAL SYSTEM: THE DYNAMICS
OF GROWTH: THE CONDITION OF CONTEMPORARY FEDERALISM:
CONFLICTING THEORIES AND COLLAPSING CONSTRAINTS, 
1981

THE FUTURE OF FEDERALISM IN THE 1 9 8 0 's ,  1961

IMPROVING FEDERAL GRANTS MANAGEMENT, 1977

PAYMENTS IN L IEU  OF TAXES ON FEDERAL REAL PROPERTY, 
1981

PRAGMATIC FEDERALISM: THE REASSIGNMENT OF FUNCTIONAL
RES PO N SIB IL ITY , 1976

STATE AND LOCAL ROLES IN THE FEDERAL SYSTEM, 1982

ALASKA STATEHOOD COMMISSION PUBLICATIONS



2

STUDIES IN COMPARATIVE FEDERALISM: AUSTRALIA, CANADA,
THE UNITED STATES AND WEST GERMANY, 1981 w ith  
companion volumes on each c o u n t ry

TAX CAPACITY OF THE F IF T Y  STATES : METHODOLOGY AND 
ESTIMATES, 1982 , w ith  supplement c o n ta in in g  1980 

e s t im a te s

OTHER FEDERAL PUBLICATIONS

E x e c u t i v e  O f f i c e  o f  th e  P r e s id e n t ,  FEDERAL AID 
S IM PLIF ICA TIO N , 1978

U .S .  C o n g re ss ,  S e n a te ,  Committee on Governmental 
A f f a i r s ,  FEDERAL ASSISTANCE REFORM ACT OF 1980 , 
REPORT, 1980

C o n g re ss io n a l  Budget O f f i c e ,  FEDERAL CONSTRAINTS ON 
STATE AND LOCAL GOVERNMENT ACTIONS, 1979

U .S .  C o n g re ss ,  S e n a te ,  Committee on Governmental 
A f f a i r s ,  FEDERAL GRANTS MANAGEMENT REFORM, HEARINGS, 
1979

Commission on F e d e ra l  Pap e rw o rk , FEDERAL/STATE/LOCAL 
COOPERATION, 1977

FEDERALLY ASSISTED AREAWIDE PLANNING: NEED TO
SIM PLIFY  P O L IC IE S  AND PRACTICES, 1977 (GAO)

FUNDAMENTAL CHANGES ARE NEEDED IN FEDERAL ASSISTANCE 
TO STATE AND LOCAL GOVERNMENTS, 1975 (GAO)

O f f i c e  o f  Management and B ud get , MANAGING FEDERAL 
ASSISTANCE IN THE 1 9 8 0 'S ,  1980 (4  vo lum es)

PERSPECTIVES ON INTERGOVERNMENTAL POLICY AND F ISC A L 
RELATIONS, 1979 (GAO)

U. S .  R e g u la to ry  C o u n c i l ,  REGULATION: THE VIEW FROM
JAM ESVILLE , 1980

O f f i c e  o f Management and B udget , STRENGTHENING PUBLIC 
MANAGEMENT IN THE INTERGOVERNMENTAL SYSTEM, 1975

THE STATES AND INTERGOVERNMENTAL AIDS, 1977



3

Genera l A ccou n tin g  O f f i c e ,  A STUDY OF THE JOINT
FUNDING SIMPLIFICATION ACT, 1979

BOOKS AND ARTICLES

Broadnax , W a l t e r ,  "The New F e d e r a l i s m :  Hazards fo r
S ta te  and Loca l Government?" POLICY STUDIES REVIEW 

( V . l ,  N .2 ) , L981

E l a z a r ,  D a n ie l ,  AMERICAN FEDERALISM: A VIEW FROM THE
STATES, 1972

E l a z a r ,  D a n ie l ,  COOPERATION AND CONFLICT: READINGS IN
AMERICAN FEDERALISM, 1969

G le n d e n in g , P a r r i s  and R e e ve s ,  M av is ,  PRAGMATIC 
FEDERALISM: AN INTERGOVERNMENTAL VIEW OF AMERICAN
GOVERNMENT, 1977

Hanus, Jerome J . ,  THE NATIONALIZATION OF STATE 
GOVERNMENT, 1981

L o v e l l ,  C . and o t h e r s ,  FEDERAL AND STATE MANDATING ON 
LOCAL GOVERNMENT, 1979

L o w i , Theodore and S to n e ,  A la n ,  NATIONALIZING 
GOVERNMENT: PUBLIC PO LIC IES  IN AMERICA, 1978

O a te s ,  W a l la c e ,  FINANCING THE NEW FEDERALISM, 1975

Reagan, M ic h a e l ,  THE NEW FEDERALISM, 1972

Weidenbaum, Murray and M i l l e r ,  Jam es , "The New 'S o c ia l  
R e g u la t i o n ' , "  THE PUBLIC INTEREST, Sp r in g  1977

W r ig h t ,  D e i l ,  UNDERSTANDING INTERGOVERNMENTAL 
RELATIONS: PUBLIC POLICY AND PARTICIPANTS'
PERSPECTIVES IN LOCAL, STATE, AND NATIONAL 
GOVERNMENTS, 1978

C a t h o l i c  U n i v e r s i t y  Law Rev iew  (V .  31 , N. 3 ) ,  1982,
"SYMPOSIUM, STATE AND LOCAL GOVERNMENT ISSUES BEFORE 
THE SUPREME COURT"

N at io n a l A s s o c ia t io n  of C o u n t ie s ,  LIVING WITH 
MANDATES: A GUIDE FOR ELECTED O F F IC IA L S ,  1980



4

N a t io n a l  G o vern o rs '  A s s o c i a t io n ,  ELIMINATING 
ROADBLOCKS TO EF F IC IEN T  STATE GOVERNMENT: THE
GOVERNORS' GREEN BOOK, 1981



o  JL
•i V  '

F I R S T  E N R O L L E D  C O P Y

C onst i tu t iona l  Convention 
Committee Proposal/ l2 /Enrolled 
January 23, 1956

ALASKA CONSTITUTIONAL CONVENTION

COMMITTEE PROPOSAL MO* 12

Introduced by Committee on Executive Branch

A rt ic le  Containing General and Miscellaneous Provisions

RESOLVED, th a t  the following be agreed upon as par t  of

the Alaska S ta te  Constitu t ion:

GENERAL Al© MISCELLANEOUS PROVISIONS

Merit 1 Section 1. The l e g i s l a tu r e  s h a l l  provide fo r  a

Princip le  2 system under which the employment of persons by the S ta te

3 s h a l l  be governed by the merit p r in c ip le .

Employees 4 Section 2 . Membership in  any employees’ retirement

Retirement 5 system of the State  or any p o l i t i c a l  subdivision thereof

6 s h a l l  be a contractual  r e la t io n s h ip ,  the  accrued b en e f i ts

7 of which s h a l l  not be diminished or impaired.

D isq ua l i f i -  C Section 3. No person who advocates, or who aids or

cation fo r  9 belongs to any party ,  organization or a ssoc ia t ion  which

Disloyalty 10 advocates the overthrow by force or violence of the gov-

11 ernment of t h i s  State or of the United S ta tes  sha l l  be

12 qu a l i f ied  to hold any public o ff ice  of t r u s t  or p r o f i t

13 under t h i s  co ns t i tu t io n .

Oath of 14 Section 4. All public o f f i c e r s ,  before entering

Office 15 upon the du ties  of t h e i r  respect ive  o f f ice s ,  sh a l l  take

COMMITTEE PROPOSAL NO. 12 FIRST ENROLLED
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1 Board s h a l l  have power, in accordance with law, to

2 formulate policy, and to  appoint the President of the

3 University, who sh a l l  be i t s  executive o f f ic e r .

4 Section 7. T i t l e s ,  s u b t i t l e s  and marginal t i t l e s

5 are not to  be used for purposes of in te rp re t in g  t h i s

6 Constitu tion.

7 Section C. In th i s  Const itu t ion  the personal pronoun

o is  to  be in te rp re ted  to  include persons of both sexes.

9 Section 9. The enumeration in th i s  Constitu tion of

10 specif ied  powers i s  not to  be in te rp re ted  as a l im i ta t io n

11 upon the powers of the s ta te  government.

12 Section 10. The provisions of t h i s  Constitu tion are

13 to  be in te rp re ted  as se lf-execu ting  whenever poss ib le ,

14 Section 11. Service in  the armed forces of the

15 United S ta tes  or of the S ta te  i s  not an o ff ice  or pos i t ion

16 of p ro f i t  as the term i s  used in th i s  Consti tu t ion.

17 Section 12 . The s ta te  of Alaska and i t s  people do

1C agree th a t  they forever d isclaim a l l  r ig h t  and t i t l e  to

19 any lands or other property not granted or confirmed to

20 the State  or i t s  p o l i t i c a l  subdivisions by or under the

21 au thor i ty  of the Act of Admission of t h i s  s t a t e ,  the

22 r igh t  or t i t l e  to which is  held by the United S ta tes  or

23 i s  subject  to d isp os i t io n  by the United S ta tes ,  and to

24 any lands or other property (including f ish ing  r ig h ts )  the

25 r ig h t  or t i t l e  to which may be held by any Indians,

- j> -
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1 Eskimos, or Aleuts (he re in a f te r  called nat ives)  or i s '

2 held by the United States in  t r u s t  for  said natives ;  tha t

3 a l l  such lands or other property ,  belonging to  the United

4 States  or which may belong to  said  na t ives ,  s h a l l  be and

5 remain under the absolute j u r i s d i c t io n  and control of the

6 United S ta tes  u n t i l  disposed of under i t s  au tho r i ty ,  ex-

7 cept to  such extent as the Congress has prescribed or may 

3 h e re a f te r  p rescr ibe  and except when held by individual

9 natives in fee  without r e s t r i c t i o n s  on a l ie n a t io n ;  and 

10 th a t  no taxes sh a l l  be imposed by the S ta te  upon any lands

.11 or other property  now owned or h e re a f te r  acquired b3r the

12 United S ta tes  or which, as hereinabove se t  fo r th ,  may

13 belong to  sa id  na t ives ,  except to  such extent  as the Con-

14 gress  has prescribed  or ma}/- h e r e a f te r  p re sc r ibe ,  and ex-

15 c pt  when held by individual na t ives  in fee without re -

16 s t r i c t i o n  on a l ien a t io n .

17 Section 13. All provisions of the Act admitting

1C Alaska to  the Union which rese rves  r ig h t s  or powers to

19 the United S ta te s ,  as well as those p resc r ib ing  the terms

20 or conditions of the grants of lands or other property

21 made to Alaska, are  consented to  f u l l y  by the s t a te  of

22 Alaska and i t s  people.



C onst i tu t iona l  Convention 
Committee Proposal/12 
December 15, 1955

ALASKA CONSTITUTIONAL CONVENTION 

Report of the Committee on Executive Branch

Honorable William A. Egan
President ,  Alaska C onst i tu t iona l  Convention 

Dear Mr, President:

The Committee on the Executive Branch presents  for 

consideration and adoption by the Convention the attached 

a r t i c l e  e n t i t l e d  General and Miscellaneous Provisions; 

although these provisions are of p a r t i c u l a r  in t e r e s t  to 

t h i s  committee, they were not included in the  proposed 

A rt ic le  on the Executive Branch because they have a p p l i ­

cation also  to the other branches of government.

A commentary i s  also attached which explains the 

purpose of each section.

Respectfully submitted, 

Victor Rivers, Chairman 

Frank Barr

John C. Boswell

Thomas C. Harris

Maynard D. Londborg 

Katharii Nordale 

H. R. VanderLeest

RECEIVED 

FEB 71989



C onst i tu t iona l  Convention 
Committee P ro p osa l / l2 
December 16, 1955

ALASKA CONSTITUTIONAL CONVENTION 

COMMITTEE PROPOSAL NO. 12 
Introduced by Committee on Executive Branch 

A r t ic le  Containing General and Miscellaneous Provisions

RESOLVED, th a t  the following be agreed upon as part 

of the Alaska S ta te  Constitution:

Employees

Retirement

Merit 1 Section 1. The l e g i s l a tu r e  s h a l l  provide fo r  a

P r inc ip le  2 system under which the employment of persons by the

3 S ta te  s h a l l  be governed by the merit  p r in c ip le .

4 Section 2. Membership in any employeesr r e t i r e -

5 ment system of the S ta te  or any p o l i t i c a l  subdivision

6 th e reo f  s h a l l  be a contractual  re la t io n s h ip ,  the

7 accrued b en e f i t s  of which s h a l l  not be diminished or

8 impaired.

Disquali-  9 Section 3. No person who advocates, or who

f i c a t i o n  10 a ids or belongs to  any party ,  organization or

fo r  Dis- 11 assoc ia t io n  which advocates, the overthrow by force

lo y a l ty  12 or violence of the government of t h i s  S ta te  or of

13 the United S ta tes  s h a l l  be qu a l i f ied  to  hold any

14 public o f f ice  or employment.

Oath of 15 Section 4. All public o f f i c e r s ,  before en ter ing

Office 16 upon the du t ies  of t h e i r  respective  o f f i c e s ,  s h a l l

17 take and subscribe to the following oath or a f f i rm ation  

COMMITTEE PROPOSAL NO. 12



1 "I do solennly swear (or affirm) tha t  I w i l l  support

2 and defend the Consti tu t ion of the United S ta tes ,

3 and the Consti tu t ion of the S ta te  of Alaska, and

4 th a t  I w i l l  f a i t h f u l l y  discharge my du ties  as _____

 5 ________________________ to the best of my a b i l i t y " .

6 The l e g i s l a tu r e  may prescribe fu r th e r  oaths or

7 a f f i rm at ions .

I n t e r -  S Section 5. The S ta te  and i t s  p o l i t i c a l  sub-

Governmental 9 d iv is ions  may cooperate with the United S ta tes  and 

Relations 10 i t s  t e r r i t o r i e s  and with other s t a t e s  and t h e i r

11 p o l i t i c a l  subdivisions on matters  of common i n t e r e s t

12 and, to  the  extent consis ten t  with the lav/s of the

13 United S ta te s ,  with fore igr  nations.  The respect ive

14 l e g i s l a t i v e  bodies may appropriate such sums as may

15 be necessary fo r  t h i s  purpose. In a l l  intergovern-

16 mental r e la t io n s  involving the s t a t e ,  the Governor

17 sha l l  act as the agent of the  s t a t e .



C onst i tu t iona l  Convention 
Committee Proposal/12 
December 16, 1955

CONSTITUTIONAL CONVENTION OF ALASKA 

COMMITTEE PROPOSAL NO. 12 

Commentary on the  A rt ic le  on General and Miscellaneous Provisions

Section 1, Merit P r inc ip le :  Only employment in  ce r ta in

Federally aided programs of the T er r i to ry  i s  now governed by 

the merit p r in c ip le .  This sec tion  would c a l l  upon the  l e g i s ­

la tu re  to e s ta b l i s h  a system under which employment generally  

by the s t a t e  would be governed by the merit p r in c ip le .  A system 

governed by the merit  p r inc ip le  would be one, fo r  example, which 

comprehended p ro fess iona l ,  techn ica l ,  c l e r i c a l ,  and administra­

t iv e  oos i t ions  of the s t a t e  government. The pos i t ions  compre­

hended within the  system would be c l a s s i f i e d  according to du ties  

and r e s p o n s i b i l i t i e s .  Salary ranges would be es tab l ished  for 

the various c lasses  of p os i t ions .  Appointments would be made 

according to  merit and f i t n e s s  which would be ascer ta ined ,  so 

f a r  as p ra c t ic ab le ,  by competitive examinations.

Section 2 . Employee^ Retirement. This w i l l  assure 

s t a te  and municipal employees who are now t i e d  into various 

re tirement plans th a t  t h e i r  b en e f i ts  under these plans w i l l  not 

be diminished or impaired when the T er r i to ry  becomes a s t a te .

Section 3. D i s q u a l i f i c a t ion f or Dis lo y a l ty. This conforms 

with the language of the Congressional enabling b i l l s .
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Section 5. Intergovernmental R e l a t i ons. This provision 

is  recommended mainly in order to  make i t  c lea r  th a t  the s ta te  

can p a r t ic ip a te  in  cooperative programs such as the Western 

I n t e r s t a t e  Compact on Higher Education even though such programs 

may involve the expenditure of public funds outside the s t a t e .  

Some s ta te s  have had to  amend t h e i r  co n s t i tu t io n s  in order to 

p a r t ic ip a te  in such programs.

This provision would also au thorize  loca l  government 

un i ts  in Alaska to cooperate with Federal agencies on g ran t-  

in -a id  programs such as housing and a i rp o r t  construc tion .

Local government u n i t s  could maintain d i re c t  r e la t io n s  with 

Federal agencies, but the Governor would serve as agent, fo r  the 

s t a te  in developing the intergovernmental r e la t io n s  of s t a te  

agencies.

In view of the close re la t io n sh ip s  which Alaska w i l l  

have with the neighboring Canadian provinces, e x p l i c i t  au tho r i ty  

i s  granted to the s t a t e  to cooperate with foreign nations to  

the extent consis tent  with the laws of the United S ta te s ,

S e c t i o n  4. O a t h  of O f f i c e . T h e  o a t h  is s e l f - e x p l a n a t o r y .



Consti tu t ional  Convention 
Committee Proposalp /i2/ l 5 & 16 
Style and D ra f t ing /A rt ic le  XII 
January 30, 1956

ALASKA CONSTITUTIONAL CONVENTION

REPORT OF THE COMMITTEE ON’ STYLE AND DRAFTING

Hon. William A. Egan, President 
Alaska C ons t i tu t iona l  Convention

Dear President Egan:

Your Committee on Style and Drafting herewith presents  i t s  

r e d ra f t  of the A rt ic le  on General and Miscellaneous for consid­

e ra t io n  by the Convention.

Respectfully submitted,

Gborge Sundborg, Chairman 
R. Holland Armstrong 
Edward V. Davis 
Victor Fischer 
Mildred'R. Hermann 
James J. Hurley 
Maurice T, Johnson 
George M, McLaughlin 
Katherine D. Nordale



R E P O R T  O F  THIS C O M M I T T E E  O N  S T Y L E  A N D  D R A F T I N G

C onsti tu t iona l  Convention 
Committee P roposa l / l2 
Sty le  and D ra f t ing / : . r t io le  XII 
January 30, 1956

ALASKA CONSTITUTIONAL CONVENTION

RESOLVED: tha t  the following be agreed

upon as part  of the  ..laska S ta te  Constitu tion:

ARTICLE XII 

GENERAL AND MISCELLANEOUS

Civil  Service 1 

2

Retirement
Systems

D isq u a l i f i ­
cation for  
Disloyalty

3

4

5

6  

7 

S 

9

1 0

1 1

1 2

13

14

Section 1. The l e g i s l a tu r e  sh a l l  e s tab l ish  a 

system under which the merit princ ip le  w il l  govern 

the  employment of parsons by the S ta te .

Section 2 . Membership in employee retirement 

systems of the S ta te  or i t s  p o l i t i c a l  subdivisions 

sha l l  co n s t i tu te  a con trac tua l  re la t io n sh ip .  Accrued 

b en e f i ts  of these  systems s h a l l  not be diminished or 

impaired.

Section 3. No person who advocates, or who aids 

or belongs to  any party or organisation or assoc ia ­

t io n  which advocates, tho overthrow by force or 

violence of the government of tho United S ta tes  or 

of the S ta te  s h a l l  be q u a l i f ied  to hold any public 

o f f ic e  o f  t r u s t  or p ro f i t  under th i s  co ns t i tu t io n .

Style and D ra f t in g /A r t ic le  XII



I

Oath of 
Office

I n t e r ­
governmental
Relations

In te rp re ta ­
t io n

General
Power

Provisions

1 Section 4. --11 public o f f i c e r s ,  before en ter ing

2 upon the dut ies  of t h e i r  o f f ic e s ,  s h a l l  take and

3 subscribe to the following oath or aff irm ation:

4 "I  do solemnly swear, or aff irm , tha t  I will  support

5 and defend the Const i tu t ion  of the United S ta te s

6 and the Constitu t ion  cf the S ta te  of ..laska, and

7 th a t  I w i l l  f a i t h f u l l y  dischage my duties  as  __

$ to the best of my a b i l i t y " .  The le g i s la tu re  may

9 prescr ibe  fu r th e r  oaths or a f f i rm at ions ,

10 Section 5. The S ta te  and i t s  p o l i t i c a l  sub-

11 d iv is ions  may cooperate with the  United States  and

12 i t s  t e r r i t o r i e s  and with o ther  s t a te s  and t h e i r

13 p o l i t i c a l  subdivisions on matters of common i n t e r e s t .

14 The respective  l e g i s l a t i v e  bodies may make appro-

15 p r ia t io n s  fo r  th i s  purpose. The governor s h a l l  ac t

16 as the agent of the S ta te  in a l l  intergovernmental

17 r e la t io n s  involving the  S ta te .

18 Section 6 , T i t l e s  and s u b t i t l e s  sha l l  not be

19 used in construing t h i s  co n s t i tu t io n .  Personal

20 pronouns used in t h i s  co n s t i tu t io n  s h a l l  be con-

21 s trued as including persons of both sexes.

22 Section 7. The enumeration of specif ied  powers

23 in t h i s  co ns t i tu t io n  sh a l l  not bo construed as

24 l im i t in g  the powers of the S ta te .

25 Section 8 . The provisions of th i s  con s t i tu t io n

- 2 -



Self-executing

L aw-Making
Powers

Office of 
P ro f i t

Consent to 
Enabling Act

S ta te
University

1 s h a l l  be construed to be se lf -execu t ing  whenever

2 poss ib le .

3 Section 9. .*s used in t h i s  con s t i tu t io n ,  the

4 terms wby law" an'1 uby the l e g i s l a t u r e w, or v a r ia -

5 t io n s  of these terms, are used interchangeably

6 when re la ted  t o  law-making powers. Unless c lea r ly

7 inapplicab le ,  the law-making powers assigned to 

£ the l e g i s la tu re  may be exercised by the people

9 through the i n i t i a t i v e ,  subject  to  the l im i ta t io n s

10 of A rt ic le  XI.

11 Section 10. Service in  tho armed forces of

12 the United S ta tes  or of the S ta te  i s  not an o f f ic e

13 or pos i t ion  of p ro f i t  as the term i s  used in t h i s

14 co n s t i tu t io n ,

15 Section 11. ..11 provisions of the  act  admitting

16 .'.laska to the Union which reserve r ig h ts  or powers

17 to  the United S ta tes ,  as well as those prescrib ing 

1$ the terms or conditions of the  grants  of lands or

19 o ther  property, are consented to f u l l y  by the S ta te

20 and i t s  people.

21 Section 12. The University  of ..laska i s  hereby

22 es tab l ished  as the s t a te  u n iv e rs i ty  and const i tu ted

23 a body corporate. I t  sh a l l  have t i t l e  to a l l  re a l

24 and personal property now or h e re a f te r  se t  aside

25 fo r  or conveyed to i t .  I t s  property s h a l l  bo

- 3 -



Board of 
Regents

l

1 administered and disposed of according to  law.

2 Section 13. The University  of ^laska s h a l l

3 be governed by a board of regents .  The regents

4 s h a l l  be nominated and appointed by the governor,

5 subject to confirmation by a majority of the mem-

6 bers  of the le g i s la tu re  in  jo in t  session. The

7 board sh a l l ,  in accordance with law, formulate

B policy  and appoint the president of the un ivers i ty  

9 He s h a l l  be the executive o f f i c e r  o f  the board*

-  4  -
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HOUSE JOINT RESOLUTION NO. 35

[ C O O P E R A T I O N  W I T H  F O R E I G N  N A T I O N S ]  
Proposing an amendment to the Constitution of the State of Alaska relating 
to right of the state to cooperate with foreign nations.
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CONTINUATION o f  FISCAL N O T E  ANALYSIS 

For Bill/Resolution No. ^  35

counting purposes. However, these costs are based on the 
assumption that all candidates and issues will fit on three 
ballot cards, which is the norm. It should be noted, 
however that should the inclusion of this issue require a 
4th ballot to be printed, the cost increase would have to be 
calculated at 16 cents per ballot x approximately 320,000 
voters. The total cost of printing the additional ballot 
card would be $51.2.

Under these circumstances the fiscal note would be:

53.4
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F I R S T  E N R O L L E D  C O P Y

C onst i tu t iona l  Convention 
Committee Proposal/ l2 /Enrolled 
January 23, 1956

ALASKA CONSTITUTIONAL CONVENTION

COMMITTEE PROPOSAL NO. 12

Introduced by Committee on Executive Branch

A rt ic le  Containing General and Miscellaneous Provisions

RESOLVED, th a t  the following be agreed upon as par t  of

the Alaska S ta te  Const itu t ion :

GENERAL AND MISCELLANEOUS PROVISIONS

Merit 1 Section 1. The l e g i s l a tu r e  s h a l l  provide fo r  a

Princip le  2 system under which the employment of persons by the State

3 s h a l l  be governed by the merit p r in c ip le .

Employees 4 Section 2. Membership in any employees’ retirement

Retirement 5 system of the S ta te  or any p o l i t i c a l  subdivision thereof

6 s h a l l  be a contractual  r e la t io n s h ip ,  the accrued b en e f i t s

7 of which sh a l l  not be diminished or impaired.

D isq ua l i f i -  3 Section 3« Bo person who advocates, or who aids  or

cation fo r  9 belongs to  any par ty ,  organization or assoc ia t ion  which

Disloyalty 10 advocates the overthrow by force or violence of the gov-

11 ernment of t h i s  S tate  or of the United S ta tes  s h a l l  be

12 qu a l i f ied  to hold any public o ff ice  of t r u s t  or p r o f i t

13 under th i s  co ns t i tu t io n .

Oath of 14 Section 4. All public o f f i c e r s ,  before entering

Office 15 upon the duties  of t h e i r  respect ive  o f f ic e s ,  sha l l  take

COMMITTEE PROPOSAL NO. 12 FIRST ENROLLED



Rules of 

In te rp re ­

ta t io n

Office of 

P ro f i t

Disclaim­

er Regard 

ing

Native

Lands

1 Doard s h a l l  have power, in accordance with law, to

2 formulate po licy ,  and to  appoint the President of the

3 University, who s h a l l  be its executive officer.

4 Section 7. T i t le s ,  s u b t i t l e s  and marginal t i t l e s

5 are not to  be used for  purposes of in te rp re t in g  t h i s

6 Consti tu t ion .

7 Section C. In th i s  Const i tu t ion  the personal pronoun

o is  to  be in te rp re ted  to  include persons of both sexes.

9 Section 9. The enumeration in t h i s  Const i tu t ion  of

10 spec if ied  powers i s  not to  be in te rp re ted  as a l im i t a t io n

11 upon the powers of the s ta te  government.

12 Section 10. The provisions of th i s  Const itu t ion  are

13 to  be in te rp re ted  as se lf -execu t ing  whenever poss ib le .

14 Section 11. Service in the armed forces of the

15 United S ta tes  or of the S ta te  i s  not an o ff ice  or pos i t ion

16 of p r o f i t  as the term i s  used in th i s  Const i tu t ion .

17 Section 12. The s t a t e  of Alaska and i t s  people do

16 agree tha t  they forever d isclaim a l l  r ig h t  and t i t l e  to

19 any lands or other property not granted or confirmed to

20 the S ta te  or i t s  p o l i t i c a l  subdivisions b2' or under the

21 au th o r i ty  of the Act of Admission of t h i s  s t a t e ,  the

22 r ig h t  or t i t l e  to  which is  held by the United S ta tes  or

23 i s  subject to  d ispos i t ion  by the United S ta tes ,  and to

24 any lands or other property (including f ish ing  r ig h t s )  the

25 r ig h t  or t i t l e  to which may be held by any Indians,



Consent
to
Enabling
Act

1 Eskimos, or Aleuts (he re inaf te r  called  natives)  or i s

2 held by the United States  in t r u s t  for  said natives;  th a t

3 a l l  such lands or other property, belonging to  the United

4 States  or which may belong to  said na t ives ,  sh a l l  be and

5 remain under the absolute j u r i s d ic t io n  and control of the

6 United S ta tes  u n t i l  disposed of under i t s  au tho r i ty ,  ex-

7 cept to  such extent as the Congress has prescribed or may 

6 h e rea f te r  prescribe and except when held by individual

9 natives in fee without r e s t r i c t i o n s  on a l ien a t io n ;  and 

10 th a t  no taxes s h a l l  be imposed by the State  upon any lands

.11 or other property now owned or h e rea f te r  acquired by the

12 United S ta tes  or which, as hereinabove se t  fo r th ,  may

13 belong to  said natives ,  except to  such extent as the Con-

14 gress has prescribed or may he rea f te r  p resc r ibe ,  and ex-

15 cept when held by individual natives in fee without r e -

16 s t r i c t i o n  on a l ien a t io n .

17 Section 13. All provisions of the Act admitting

16 Alaska to  the Union which reserves r ig h t s  or powers to

19 the United S ta te s ,  as well as those p rescr ib ing  the terms

20 or conditions of the grants of lands or other property

21 made to Alaska, are consented to  fu l ly  by the s t a te  of

22 Alaska and i t s  people.



C ons t i tu t iona l  Convention 
Committee Proposal/12 
December 15, 1955

ALASKA CONSTITUTIONAL CONVENTION 

Report of the Committee on Executive Branch

Honorable William A. Egan
Presiden t ,  Alaska C ons t i tu t iona l  Convention 

Dear Mr. President:

The Committee on the Executive Branch presents  for  

consideration  and adoption by the Convention the attached 

a r t i c l e  e n t i t l e d  General and Miscellaneous Provisions; 

although these provisions are of p a r t i c u l a r  in t e r e s t  to 

t h i s  committee, they were not included in  the proposed 

A rt ic le  on the Executive Branch because they have app l i ­

cation a lso  to the other branches of government.

A commentary i s  also attached which explains the 

purpose of each sec tion .

Respectfully  submitted, 

Victor Rivers,  Chairman

Frank Barr

John C. Boswell

Thomas C. Harris

Maynard D. Londborg 

Katharine Nordale
RECEIVED

FEB 71989H. R. VanderLeest



C on s t i tu t ion a l  Convention 
Committee P ro p o sa l / l2 
December 16, 1955

ALASKA CONSTITUTIONAL CONVENTION 

COMMITTEE PROPOSAL NO. 12 

Introduced by Committee on Executive Branch 

A r t ic le  Containing General and Miscellaneous Provisions

RESOLVED, tha t  the following be agreed upon as part  

of the Alaska S ta te  Constitution:

Merit

Pr incip le

Employees

Retirement

1 Section 1. The l e g i s l a tu r e  s h a l l  provide fo r  a

2 system under which the employment of persons by the

3 S ta te  s h a l l  be governed by the merit p r in c ip le .

4 Section 2. Membership in any employees’ r e t i r e -

5 ment system of the S ta te  or any p o l i t i c a l  subdivision

6 the reo f  s h a l l  be a con trac tual  r e la t io n s h ip ,  the

7 accrued b en e f i ts  of which s h a l l  not be diminished or

8 impaired.

Disquali-  9 Section 3. No person who advocates, or who

f ic a t io n  10 a ids or belongs to  any party ,  o rganization  or

fo r  Dis- 11 assoc ia t ion  which advocates, the overthrow by force

loya l ty  12 or violence of the government of t h i s  S ta te  or of

13 the United S ta te s  s h a l l  be q u a l i f ied  to  hold any

14 public o ff ice  or employment.

Oath of 15 Section 4. All public o f f i c e r s ,  before en ter ing

Office 16 upon the du t ies  of th e i r  respect ive  o f f i c e s ,  s h a l l

17 take and subscribe to  the following oath or a f f i rm at ion  

COI lilTTEE PROPOSAL NO. 12
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1 "I do solemnly swear (or affirm) tha t  I w i l l  support

2 and defend the Consti tu t ion  of the United S ta tes ,

3 and the Const i tu t ion  of the t a t e  of Alaska, and

4 th a t  I w i l l  f a i t h f u l l y  discharge my du t ies  as _____

 5 _________________________to the best of  my a b i l i t y " .

6 The l e g i s l a tu r e  may prescribe fu r th e r  oaths or

7 a f f i rm at ions .

In te r -  $ Section 5. The S ta te  and i t s  p o l i t i c a l  sub-

Governmental 9 d iv is io ns  may cooperate with the United S ta tes  and 

Relations 10 i t s  t e r r i t o r i e s  and with other  s t a t e s  and t h e i r

11 p o l i t i c a l  subdivisions on matters of common in t e r e s t

12 and, to  the extent consis ten t  with the lav/s of the

13 United S ta te s ,  with foreign na t ions .  The respective

14 l e g i s l a t i v e  bodies may appropriate such sums as may

15 be necessary fo r  t h i s  purpose. In a l l  intergovern-

16 mental r e la t io n s  involving the s t a t e ,  the Governor

17 s h a l l  ac t  as the agent of the s t a t e .



A

C onst i tu t iona l  Convention 
Committee Proposal/12 
December 16, 1955

CONSTITUTIONAL CONVENTION OF ALASKA 

COMMITTEE PROPOSAL NO. 12 

Commentary on the A rt ic le  on General and Miscellaneous Provisions

Section 1, Merit P r inc ip le :  Only employment in ce r ta in

Federally  aided programs of tne T er r i to ry  i s  now governed by 

the merit p r in c ip le .  This section would c a l l  upon the l e g i s ­

la tu re  to  e s ta b l i s h  a system under which employment generally  

by the s t a t e  would be governed by the merit p r inc ip le .  A system 

governed by the merit p r in c ip le  would be one, for  example, which 

comprehended p ro fess iona l ,  techn ica l ,  c l e r i c a l ,  and administra­

t iv e  pos i t ions  of the s t a t e  government. The pos i t ions  compre­

hended within the system would be c la s s i f i e d  according to  du t ies  

and r e s p o n s i b i l i t i e s .  Salary ranges would be es tab l ished  for  

the various c lasses  o.f pos i t ions .  Appointments would be made 

according to  merit and f i t n e s s  which would be ascer ta ined ,  so 

f a r  as p ra c t ic a b le ,  by competitive examinations.

Section 2. Employee^ Retirement. This v a i l  assure 

s ta te  and municipal employees who are now t ie d  into various 

re tirement plans th a t  t h e i r  bene f i ts  under these plans w i l l  not 

be diminished or impaired when the Ter r i to ry  becomes a s t a t e .

Section 3. Disqua l i f i c a t i on f or Disloyalty . T’ conforms 

with the language of the Congressional enabling b i l l



-2-

Section 5. Intergovernmental R e la t ions. This provision 

is  recommended mainly in order to  make i t  c lea r  th a t  the s ta te  

can p a r t i c ip a te  in cooperative programs such as the Western 

I n t e r s t a t e  Compact on Higher Education even though such programs 

may involve the expenditure of public funds outside the s t a t e .  

Some s t a t e s  have had to  amend t h e i r  con s t i tu t ion s  in order to 

p a r t i c ip a te  in such programs.

This provision would also  authorize loca l  government 

u n i t s  in Alaska to cooperate with Federal agencies on g ran t-  

in -a id  programs such as housing and a i rp o r t  construction.

Local government u n i t s  could maintain d i re c t  r e la t io n s  with 

Federal agencies, but the Governor would serve as agent, fo r  the 

s t a t e  in developing the intergovernmental r e la t io n s  of s t a te  

agencies.

In view of the close re la t io n sh ip s  which Alaska w il l  

have with the neighboring Canadian provinces, e x p l i c i t  au thor i ty  

i s  granted to the s t a te  to  cooperate with foreign nations to 

the extent consis ten t  with the laws of the United S ta tes .

S e c t i o n  4. O a t h  o f  O f f i c e . T h e  o a t h  is s e l f - e x p l a n a t o r y .



Consti tu t ional  Convention 
Committee Proposal^/12/15 & 16 
Style and D ra f t ing /A rt ic le  XII 
January 30 , 1936

ALASKA CONSTITUTIONAL CONVENTION

REPORT OF THE COMMITTEE ON' STYLE AND DRAFTING

Hon. William A, Egan, President 
Alaska C onst i tu t iona l  Convention

Dear President Egan:

Your Committee on Style and Drafting herewith presents  i t s  

r e d ra f t  of the A r t ic le  on General and Miscellaneous fo r  consid­

e ra t ion  by the Convention.

Respectfully  submitted,

George Sundborg, Chairman 
R. Holland Armstrong 
Edward V. Davis 
Victor Fischer 
Mildred' R. Hermann 
James J .  Hurley 
Maurice T, Johnson 
George M. McLaughlin 
Katherine D, Nordale



R E P O R T  O F  T H E  C O M M I T T E E  O N  S T Y L E  A M D  D R A F T I N G

C onst i tu t iona l  Convention 
Committee Proposal/12 
Style  and D ra f t ing /A rt ic le  XII 
January 30, 1956

ALASKA CONSTITUTIONAL CONVENTION

RESOLVEDj th a t  the following be agreed

upon as par t  of the i.laska S ta te  Consti tu t ion:

ARTICLE XII 

GENERAL AND MISCELLANEOUS

Civil  Service 1 

2

Retirement
Systems

D isq u a l i f i ­
cation for 
Disloyalty

3

4

5
*o

7

6  

9

1 0

1 1

1 2

13

14

Section 1. The l e g i s l a t u r e  sh a l l  e s tab l i sh  a 

system under which the merit p r inc ip le  w i l l  govern 

the employment of persons by the S ta te .

Section 2 . Membership in employee re tirement 

systems of the State  or i t s  p o l i t i c a l  subdivisions 

sh a l l  co n s t i tu te  a con trac tua l  r e la t io n sh ip .  Accrued 

b en e f i ts  of these  systems s h a l l  not be diminished or 

impaired.

Section 3. No person who advocates, or who aids  

or belongs to any party or organization o r  assoc ia­

t ion  which advocates, tho overthrow by force or 

violence cf the government of tlw United S ta te s  or 

of tho State  s h a l l  be q u a l i f ied  to hold any public 

o f f ice  of t r u s t  or p ro f i t  under th i s  co n s t i tu t io n .

Style and D raf t ing /A rt ic le  XII
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Oath of 
Office

I
I

I n t e r ­
governmental
Relations

I n te rp re ta ­
t io n

General
Power

Provisions

1 Section 4. --11 public o f f i c e r s ,  before en ter ing

2 upon the du ties  of t h e i r  o f f ic e s ,  s h a l l  take and

3 subscribe to  the following oath or a f f i rm ation:

4 i?I do solemnly swear, or aff irm , t h a t  I w i l l  support

5 and defend the Constitu t ion of the United S ta te s

6 and the Const itu t ion  of the State  of ..laska, and

7 th a t  I  w i l l  f a i t h f u l l y  dischage my duties  as _

S to  the best  of my a b i l i t y " .  The le g i s la tu re  may 

9 prescribe  fu r th e r  oaths or a ff i rm ations .

10 Section 5. The S ta te  and i t s  p o l i t i c a l  sub-

11 d iv is ions  may cooperate with the United S ta tes  and

12 i t s  t e r r i t o r i e s  and with other  s t a te s  and t h e i r

13 p o l i t i c a l  subdivisions on matters of common i n t e r e s t .

14 The respect ive  l e g i s l a t iv e  bodies may make appro-

15 p r ia t io n s  fo r  th i s  purpose. The governor s h a l l  act

16 as the agent of the State  in  a l l  intergovernmental

17 r e la t io n s  involving the S ta te .

IS Section 6 . T i t le s  and s u b t i t l e s  sha l l  not be

19 used in construing t h i s  co n s t i tu t io n .  Personal

20 pronouns used in t h i s  con s t i tu t io n  sha l l  be con-

21 strued as including persons of both sext-s,

22 Section 7. The enumeration of specif ied  powers

23 in t h i s  co n s t i tu t io n  sh a l l  not bo construed as

24 l im i t in g  the powers of the S ta te ,

25 Section S. The provisions of th i s  con s t i tu t ion

- 2 -


